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TT{E NATTONAL TREASUITY AND PLANNING
CFS PUBLIC DIiBT

lleports and F-inancial Staternents
For the l,ear ended June 30,2019

I. NATIONAL TREASURY INFOI{MATION AND MANAGBMENT
(a) Bachground Information
Tlre National Treasury was established via the Executive Order No. 2 of May 2013- The basis for
establishment of the National Treasury is found in Article 225 (i) of the Constitution of Kenya which
states that an Act of Parliament shall provide for the establishrnent, functions and responsibilities of the
National Treasury. This has been actualized in Section I I and 12 of the Public Finance Management
(PFM) Act20I2.

At Cabinet level, the National Treasury is represented by the Cabinet Secretary for National Treasury
and Planning, who is responsible for the general policy and strategic direction of the Ministry.

Vision

"Excellence in economic and public financial managernent, and development planning"

Mission

"To provide leadership in economic and public financial n'ranagement, and development planning fbr
shared growth through formulation, implementation and rnonitoring of economic, financial and
development policies"

Core Values

The National Treasury is comrnitted to providing quality services to all and is guided by the following
core values: Customer Focus, Results Oriented, Stakeholder Participation, Professionalisrn,
Accountability, Integrity and Transparency and Teamwork.

Mandate of the National Treasury
The National Treasury derives its mandate from Article 225 of the Constiturtion, Public Finance
Management Act 2012 and the Executive Orders No.2/2013 and No.l/2018. The National Treasury
will be executing its mandate in consistency with any other legislation as may be developed or
reviewed by Parliament from time to time.

The core functions of the National Treasury as derived frorn the above legal provisions include;
. Formulate, implement and monitor macro-economic policies involving expenditure and revenue;
. Manage the level and composition of national public debt, national guarantees and other financial

obligations of national government;
. Formulate, evaluate and promote economic and financial policies that facilitate social and

economic development in conjunction with other national government entities;
. Mobilize domestic and external resources for financing national and county government budgetary

requirements;
. Design and prescribe an efficient financial management systen'r for the national and county

governlnents to ensure transparent financial management and standard financial reporting.
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. In consultation with the Accounting Staridards Board, ensure that unifonn accounting staudards are

applied by the national government and its entities;

' Develop policy for the establishment, management, operation and winding up of public funds;

' Prepare the annual Division of Revenue Bill and the County Allocation of Revenue Bill;
. Strengthen financial and fiscal relations between the national government and county governments

and encourage support for county governments
. Assist county governments to develop their capacity for efficient, effective and transparent

financial management; and

' To prepare the National Budget, execute/implernent and control approved budgetary resources to

MDAs and other Governrnent agencies/entities.

Ilole of the National Treasury in the Dcvolved Systent of Government
The National Treasury is mandated by law to:-
. Strengthen financial and fiscal relations between the National Government and County

Governments and support for county governments in performing their functions;
. lssue guidelines on the preparation of county development planning;
, Prepare the annual legislative proposals on intergovernmental fiscal trarrsfers,
. Provide logistical support to intergovernmental institutions overseeing inter-governmental fiscal

relations;
. Coordinate the development and irnplementation of firrancial recovery plans for County

Governments that are in financial distress;
. Build capacity of County Governments on public finance management matters for efficient,

effective and transparent financial management as well as planning, monitoring and evaluation and;
, Administer the Equalization Fund.

(b) Key Management
The National Treasury' day-to-day management is under the following key offices;
Office of the Principal Secrctary

This office is responsible for the adrninistration of the National Treasury operations. [n addition, the

Principal Secretary is charged with the responsibility of providing advice to the Cabinet Secretary in
order to enhance efficiency and collective responsibility.

Organizational structure of thc National Trcasury

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

and (l) Administrative and Support Services Directorate headed by a Principal Administrative

Secretary. Each Director General is responsible for a Directorate cornprising a cluster of Departments

responsible for related policy functions. The Directorates and Departments are as follows:
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Directoratc of Budget, Fiscal and Economic Affairs

The Directorate is headed by a Director General, reporting to the Principal Secretary, National
Treasury. It is organized into the following five (5) Technical Departments each headed by a Director:-
. Budget Department;
r Macro and FiscalAffairs Department
. Financial and Sectoral Affairs Department;
o Inter-GovernmentalFiscalRelationsDepartment
. Public Procurement Department.

Dircctorate of Accounting Services and Quality Assurance

The Directorate is headed by a Director General reporting to the Principal Secretary, National Treasury.
It is organized into the following four (4) Technical Departrnents each headed by a Director:-
. Government Accounting Services;
o Internal Audit Services Departrnent;
. Financial Management Information Systems (FMIS)
o National Sub-County Treasuries.
. Government Digital Payments Unit.
Directorate of Portfolio Management

The Directorate is headed by a Director General, reporting to the Principal Secretary. [t is organized
into the following four (4) Technical Departments each headed by a Director:
. Government Investment and Public Enterprises;
. National Assets and Liabilities Management;
. Pensions Department.
. Public Private Partnership Unit.
. Public Investment Management Unit
Directorate of Public Debt Management Office

The Directorate is headed by a Director General, reporting to the Principal Secretary. It is organized
into the following three (3) Technical Departments each headed by a Director:
. Resource Mobilization (Front Office);
. Debt Policy, Strategy and Risk Management (Middle Office);
. Debt Recording and Settlement (Back Office).

Directorate of Administrative and Support Services (Comrnon Sharcd
Scrvices)

The Directorate is headed by a Principal Administrative Secretary, reporting to the Principal Secretary.
It is organized into twelve (12) specialized functions offering comnlon shared services. The common
shared services of the National Treasury consist of functions that are not core to the National Treasury
but offer critical support services to the National Treasury. The functions inch"rde:-
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o Accounting,
o Finance,
. Human Resource Management and Development,
o Central Planning and Project Monitoring,
. Supply Chain Management,
. Legal,
. PublicCommunications,
. GeneralAdministration,
. Records Management;
o Internal Audit;
. ICT
. Government Clearing Agency
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(c) Fiduciary Management
The key lnanagement personnel who held office during the financial year ended 30th June 2019 and
who had direct fiduciary responsibility were:

(d) Fiduciary Oversight Arrangements
To manage the fiduciary risk, the National Treasury has put in place fiduciary oversight arrangements
including setting up comrnittees. The key oversight arrangements include:

NO. Designalion Nanre
I Principal Secretary Dr. Kamau Thugge, CBS
2 Principal Administrative Secretary Mr. Francis Musyimi,CBS
J _Qllgtqqt General, BFEA Mr. Albert Mwenda, HSC
4 DirectoLQeneral, Accounting Services Mr. Bernard Ndung'u, MBS

Ag. Director General, PIPM Eng. Stanley Kamau

6 Director General PDMO Dr. Haron Sirrla, OCW
l Directo Macro and Fiscal Affairs ent Mr. Musa Gathanie
8 Director Bu ment Mr. Francis Anyona, OCW
9 Director, Financial and Sectoral Affairs Departntent Mr. Chriqppher Oisebe
r0 Director, Public Procurernent Department Mr. Eric Korir

Ag Director, lntergovernmental Fiscal Relations
Department

Mr. Albert Mwenda, HSC

12. Internal Auditor General Mr'. Alfayo Mogaka
l3 Ag Director, Covemment Account ing Services Departrnent Mr. Jona Wala
l4 Ag Director, National Sub County Treasuries Mr. Francis Kariuki

Ag Director, Financial Management [nforrnation System Mr. Stanley Kanrauguya
16. Ag. Director, Public Private Partnership Unit Mrs. Judy Nyakawa
t7 Director National Assets and Liabili ty Managernent Mrs. Beatrice Gathirwa
l8 Director Governme nt Investment and Public Enterprises Mr. Kennedy Ondieki
I9 Director, Pensions Departrnent Mr. Sherrr Nyakutu
20 Director, Resource Mobilization Department Mr. Jackson Kinyaniui, OGW
2t Director, Debt Policy, Strategy and Risk Management

Depaftment
Mr. DanielNdolo

22. 4g!ite4or, Debt Recording and Settlement Department Mrs. Felister Kivisi
23 Ag. Director qf Administration Ms. Margaret Muiru, OGW

Head, Accounts Division IvIr. George Gichuru
25 Flead, Finance Mr. Kimathi Mugambi, FISC
26 H SCM Mr. Peter Mulavu
21 FIead lnternal Audit Unit Ms. Eslher Ngeru
28. Director, FIuman Resource Man and Develo nt Ms. Susarr Mucheru
29 Ag Director, Informalign Cornmunication and Technology Mr. George KariLrki

Head, Central Planning and Proiect Monitoring Unit Mr. Antony Muriu
3l Head, Public Communications Mr. Maina Kigaga
32 I{ead, Legal Unit Mr. James Mwenda
JJ Prograrnme Coordinator, Public Financial Management

Reform Secretariat
Mr. JLrlir"rs Mutua

v11

5.

ll.

15.

24.

30.



THE NATIONAL TRI'ASTJIIY AND PLANNING
CFS PUBLTC DBBT

Rcports and Financial Statcments
For the year ended June 30,2019
Audit Committee

The purpose of the Audit Committee is to assist the rninistry's management in ftrlfilling their mandates.

The comt'nittee undertakes the responsibilities of ensuring existence of adequate financial reporting
processes, strong systems of internal controls and efficient operational activities carried out under
existing laws and regulations for the ministry to achieve its intended objectives.

The National Treasury and Planning Audit Comrnittee was launched on 22nd March 2019 and has met
three times by end of June 2019. It has five members with the Intemal Audit Unit as the Secretariat.

Intcrnal Audit Unit

The National Treasury has an Internal Audit Unit charged with the responsibility of identifying risks in
the management and day to day operations of the Ministry through the risk based audits. The Unit
reports directly to the accounting officer on a regular basis.

Audit Qucry Committec

The National Treasury established an audit committee comprising officers fi'orn all departments of the
Ministry, under the chairmanship of the Senior Chief Finance Officer. Tlie Committee reviews and
analyses all audit queries and makes recommendations on how to reduce fiduciary risks. In addition,
the committee prepares responses to all audit queries for presentation to the relevant committees of
parliament.

Project Implcmentation Committee

To monitor the irnplementation of the Government's Infrastructure Projects, the National Treasury has
established a Project Steering Committee comprising Principal Secretaries frorn implernenting
Ministries and appointed a technical committee comprising officers from the technical departments of
the Ministry. The Committees review and analyse the progress made by ministries in the
implementation of domestically and externally funded projects and advises accordingly.

Pa rliamentary Activities
ln order to effectively manage the parliarnentary activates relating to the Ministry, the National
Treasury has designated a liaison officer to coordinate the activities under the Office of the Cabinet
Secretary in consultation with the Office of the Chief Administrative Secretary.

Development Partner Oversight
To effectively manage Official Development Assistance to the Government, the National Treasury has

under the Public Debt Management Office; a Department responsible for all matters relating to
Development Partners. The Department has various Units that coordinate different development
partner activities in the Country.

Other fiduciary oversight arrarlgements include the following committees with specific objectives;

vlll
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Senior Management Committee

To monitor the implementation of the Ministry's programmes and perfonnance, the National Treasury
has appointed a Senior Management Committee comprising of Directors General and Heads of
Departments. The Committee receives reports from departrnents, builds consensus on National
Treasury responses to emerging issues, challenges and risks and ensures that the decisions of top
managernent are implemented in a timely maru1er.

Public Financial Management Sector Working Group

To facilitate the implementation of financial management reforms, the National Treasury has appointed
senior officers to the Public Financial Management Sector Working Group. The Coprmittee plays a,
oversight role in the implementation of financial reforms in the public service ip collaboration with the
developrnent partners.

Budget Implemcntation Committce

To monitor the irnplementation of the Ministry's budget, programmes and activities, the Natio,al
Treasury has appointed a comtnittee comprising of officers from all the Departments of the Ministry.
The Committee reviews and analyses the progress made by Departments in ihe irnplementation of the
budget and the planned programmes and activities and advises the management accordingly.
Monitoring and Evaluation

The Ministry undertakes monitoring and evaluation exercises to establish progress made in the
implementation of various progranlmes and projects including those that are funded by the
development partners.

(c) The National Trcasury Headquarters
P.O. Box 30007- 00100,
Treasury Building,
Harambee, Avenue
Nairobi Kenya

The National Treasury Contacts
Te lephone : (25 4)020 -22 5229 9
Email : info@treasury. go. ke
Website: www. treasury. qo. ke

(f) The National Treasury Bankers
Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000-00200
Nairobi, Kenya
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(g) Indepcndent Auditors
Ar.rditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O Box 30084
GPO 00100
Nairobi, Kenya

(h) Principal Legal Adviscr
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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II. FOITWARD BY TIIE CABTNET SECRETARY

The National Treasury is mandated to coordinate economic and financial management of the country in
accordance with section 12 of the Public Finance Management Act, 2012. Overall, the Natior-ral
Treasury has strived to maintain a policy environment that is conducive to economic growth and
developrnent of the country.

As a result of consistent implernentation of bold economic policies, structural reforms and sound
macroeconomic managentent, Economic growth remained resilient and broad based averaging 5.7%o in
the past 6 years and generating a total of around 5 million new jobs since 2013. Growth acceleratecl to
6.3Yo in 20 I 8 from 4 .9Yo in 2017 . This groMh is the highest to have been recorded for tlie past 8 years
and well above the sub Saharan Africa region average growth of 3.0 percent and the global average of
3.6 percent. The growth was attributable to increased agricultural production, accelerated
manufacturing activities, sustained growth in transport and vibrant service sector activities. As a result
of this economic groMh, 860,000 new jobs were generated in the economy in 20l 8. Inflation remained
within target, interest rates were stable, and exchange rates were competitive with adequate loreign
exclrange reserves equivalent to 6.2 months of irnport cover at the end of fiscal year 2018119. The
figure below shows the contribr,rtion of the GDP Growth rate by Sectors.

Figurc 1: GDP Grorvth Rate by Sectors in 2018
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In FY 2018/19, County Governments received Ksh.3l4 billion as their equitable share of reverllle
raised nationally. This represents 100 percent of the appropriation as per the CARA,20l8. In addition
to the equitable share, the Counties received Ksh.46.l billion in FY 2018119, which comprised of:-
a) Conditional allocation worth rnore than Ifth.l5 billion derived from the National

Government's equitable revenue share;
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b) Ksh.7.4 billion from the Roads MaintenanceL,evy Fund (RMLF) collected by the Kenya Roads

Board (KRB), of which l5 percent is set aside for County roads; and,
Proceeds fi'om external loans and grants totalling I(sh.23.6 billion earrnarked to supplement
financing of devolved functions.

c)

Based on the above aggregale, payments to County government in FY 2018/19 amounted to
I(shs.360.1 billion, representing 96 percentof the CARA,2018 allocations. Includingthe FY 2018/19
payments, county governments have now received an estirnated Kshs.1.7 trillion cumulatively silce
their establishment.

In all years, County Governments' equitable revenue share has been well above the minirnum threshold
defined in Article 203 (2) of the Constitution. Moreover, counties' equitable revenue share allocation
has beerr fully disbursed in accordance with Article 219 of the Constitution, even when the shareable
revenue outturn was less than projected revenue used in the Division of Revenue Act.

The National Treasury and Plar.rning, successfully priced a new US dollar 2.1 billion, dual tranche
Eurobond of 7-year and l2-yeartenors on l5th May20l9 in London, United United Kingdom. l'his is
the third time Kenya has been in the International Debt Capital Markets. The first was in June 2014,
when we launched the debut bond of US dollar 2.0 billion and tapped for a further US dollar 750
million, while the second was in February 2018 wlien a dual-tranche of US$ 2.0 billion was issued (10-
year tenor of US$1.0 billion and 30-year tenor of US$ 1.0 billion).

The announcement of Kenya issuance triggered an overwhelming response from investors that
amounted to an order book of US$ 9.5 billion, an oversubscription of 4.5 tirnes. I'his overwhelming
interest in Kenya's bond issue confirms the strong investor confidence in Kenya's economic policy
management and prospects going forward.

The proceeds from this issuance will be used to (i) finance some of the development infrastructure
projects, (ii) the general budgetary expenditure in accordance with the applicable legal requirements
and (iii) to refinance part or all of the obligations outstanding under the US$ 750 million (2014
Eurobond).

The National Treasury and Planning in its contribution to the Affordable Housing Agenda under the
Big Four Plan launched the Kenya Mortgage Refinance Cornpany (KMRC) in May 20l9.This is a
Public Private Partnership arrangement with majority private sector owned. KRMC will extend long
term loans at fixed interest rate to financial institutions secured against mortgages so that they can
extend the maturity of their housing loans to end borrowers hence increasing affordability. Given
Kenya's urbanization rates, there is critical need to deliver housing at the lower errd of the income
spectrum in order to improve housing conditions for the average Kenyan. KMRC will seek to catalyze
groMh of the mortgage market in Kenya by targeting hor-rseholds that fall within the mortgage gap and
lower middle-income categories which represents about 95Yo of the formally employed population.

In terms of budget performance, the National Treasury expenditure stood at Kshs.54 .417b against an
approved budget of Kshs.64.865b. The National Treasury implemented the 201 8/19 budget within lour
economic classifications/programmes. These were General Administration, Planning and Support

xll
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Services, Public Financial Management, Economic and Financial Policy Fonnulation and Management
and Market Competition. As demonstrated in figure 2 below, the Market Competition Programme haclthe highest absorption at 100% followed by General Adrninistration, Planning and Support Services at94.650 , Economic and Financial Policy Forrnulation and Managenrent (83.4%) and public Fir-rancial
Management Programme at 640A.
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Figure 2: Iludget Allsorptiort ratc ll1,Ecouornic Classi{ication/Prograrnnles

Sotne of the challertges the National Treasury fbced while irlplerrrenting tlre 20lB/19 budget
include:-

' Lack of adequate funds to finance all the budget requests by Ministries, Departrrents and
Agencies.

. 'Low absorption of Official Development Assistance (ODA).
' Inadequate Exchequer issues thus contributing to the pending bill increnrent fr-om

Kshs.29.3b to I(shs.64.7b in FY20tB/t9.
. lnadequate capacity of staff in some key teclrrrical Departnrcnts.

To surmount the above challenges and ensure successful irnplenrentation oI the National'l'reasury goals and objectives, the Ministry undertoor< tlre l'ollowing:-
o Domestic borrowing to plug the financing gap created by norr-perfbrrling revenLre.

' Expenditure reductiort strategies such as austerity l'ncasures arrcl a ban on new projects to
ellsure available money is used in completing old projects and prepar.ed dra[t public
lnvestnr ent Managemerrt Regulations.

' Strengthened capacity in public financial nlanagenlent to MDAs and County Governrnents
to improve oversight of Public resoul'ces and Strengtlienecl financial and fiscaI relations
between the nationaI governnrent and county governntent.s.

' Enhanced the Governnrent's cash nranagelnent systenr to avoid urrdue pressure on paynlent
flows and interest rates, and reduce borrowing costs fbr the govenrnrent and the private
sector.

Prornoted the Public Private Partnership initiatives to finance govenrllent capital projects.
Engaged other developnlents partners for concessional loans and grants as well as p u rsued

te issuance of international bonds to finance government proje
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III. STATBMENT OF ENTI'TY IVIANAGIiMENT ITESPONSII}TLII'IES

Section 8l (l) of the Public Finance Management Act,20l3 requires that, at the end of each financial
year, the accounting officer for a National Government Entity shall pl'epare financial statements in
respect of that entity. Section 8l (3) requires the financial statements so prepared to be in a form that
complies with relevant accolurting standards as prescribed the Public Sector Accounting Standards
Board of Kenya from time to time.

The Accounting Officer in charge of the National Treasury is responsible for the preparation and
presentation of the entity's financial statements, which give a true and fair view of the state of atfairs of
the entity for and as at the end of the financialyear (period) ended on June 30,2019. 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 tirne the financial position of the entity; (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 rnaterial misstaternents, whether due to error
or fraud; (iv) safeguarding the assets of the entity; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Accounting Of{icer in charge of the National Treasury accepts responsibility for the entity's financial
statements, which have been prepared on the Cash Basis Method of Financial Reporting, using
appropriate accounting policies in accordance with Intemational Public Sector Accounting Standards
(IPSAS). The Accounting Offrcer is of the opinion that the entity b financial statements give a true and
fair view of the state of entity's transactions during the financial year ended June 30, 2019 and of the
entity's financial position as at that date. The Accournting Officer charge of the National Treasury furlher
confirms the completeness of the accounting records maintained lor the entity, which have been relied
upon in the preparation of the entity's financial statements as well as the adequacy of the systems of
intemal financial control.
The Accounting Officer in charge of tlie National Treasury confirms that the entity has complied fully
with applicable Government Regulations and the temrs of external financing covenants (where
applicable), and that the entity's funds received dr,rring the year under audit were used for the eligible
purposes for which they were intended and were properly accounted for. Further the Accounting Officer
confirms that the entity's financial statements have been prepared in a forrn that complies with relevant
accounting standards prescribed by the Public Sector Accounting Standards Board of Kenya.

Approval of the financial statements
The National Treasury s financial statements were approved and signed by the Accour-rting Officer on

2019

JULIUS MUIA, PhD, EBS RANCIS M. MAKUMI
PRINCIPAL ACCOLINTANT
ICPAK MEMBER No. 6338

CIPAL SECREATRY
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REPORT OF THE AUDITOR-GENERAL ON THE CONSOLIDATED FUND
SERVICES . PUBLIC DEBT FOR THE YEAR ENDED 30 JUNE, 2019 . THE
NATIONAL TREASURY

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of the Consolidated Fund
Services (CFS) - Public Debt set out on pages 3 to 18, which comprise the statement
of assets and liabilities as at 30 June, 2019, and the statement of receipts and
payments, statement of cash flows and the statement of appropriation - recurrent for
the year then ended, summary of significant accounting policies and other explanatory
information, and the summary statement of public debt 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly,
the financial position of the Consolidated Fund Services - Public Debt as at
30 June, 2019, 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 do not comply with the Public Finance Management Act, 2012.

Basis for Adverse Opinion

1. Public Debt -Outstanding Balance

The summary statement of public debt reflects an outstanding loan balance of
Kshs.5,451 ,153,803 ,416; (2018-Kshs.4,801 ,416,851 ,482) representing an increase of
Kshs.649,736,951,934 or (13.5o/o) of the public debt. The statement also reflects loan
repayments of Kshs.1,648,856,675,693 during the year but does not expressly indicate
the amount procured during the year. However, review of the opening and closing
balances and adjusted for the repayments during the year results in borrowings of
Kshs.2,298,593,627,627 which have not been supported.

Further, out of the twenty-four (24) loans sampled and reviewed, eleven (1 1) had total
balances different from those reflected in the summary statement of public debt
prepared by The NationalTreasury. The total variance between the two sets of records
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amounted to Kshs.95,241,461,497 as detailed in Appendix 1 attached. The causes of
the variances have not been explained.

Under the circumstances, the accuracy of the outstanding loan balance of
Kshs.5,451 ,153,803,416 as at 30 June, 2019 could not be confirmed.

2. lnaccuracies in the Cash and Cash Equivalents

As disclosed in Note 5 to the financial statements, the statement of assets and liabilities
reflects bank balances of Kshs.249,080,863 as at 30 June, 2019. On the other hand,
the Trial Balance reflects bank balances of Kshs.1,064,098,739 resulting in a variance
of Kshs 815,017,876 which has not been explained or reconciled. Further, the Board
of Survey Report on the bank balance as at 30 June, 2019 was not availed for audit
review.

Under the circumstances, the accuracy of the reported bank balances of
Kshs.249,080,86 as at 30 June, 2019 could not be confirmed

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Consolidated Fund Services - Public Debt
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide
a basis for my adverse opinion.

Emphasis of Mafter

Unauthorized Over-Expenditure - Finance Costs and Loan lnterest

The summary statement of appropriation reflects a final expenditure budget and actual
on comparable basis of Kshs.848,303,865,142 and Kshs.826,202,867,839
respectively, resulting in under expenditure of Kshs.22,100,997,303 or 3% of the
budget. However, detailed analysis of the individual expenditure items revealed that
an over-expenditure was incurred on lnterest on Treasury Bonds (TB) and Foreign
Borrowing (FB) of Kshs.50,247,591,640 and Kshs.76,011,232,922 respectively as
detailed out below.

Table 1: Over-Expenditure on Treasury Bonds lnterest

Report ofthe Audilor-Generql on the Consolidated Fund Services - Public Debtfor the year ended 30 June, 2019
- The National Treasury

2

Item
Head TB

Final Budget
Kshs.

Actual
Expenditure

Kshs.

Over-
Expenditure

Kshs.
204 5- year Bonds 37,965,606,134 47 ,571,289,633 (9,605,683,499)

208 9- year Bonds 5,586,022,043 8,253,519,533 (2,667,497,490)

209 10-year Bonds 29,460,704,211 39,119,696,829 (9,658,992,617)



Item
Head TB

Final Budget
Kshs.

Actual
Expenditure

Kshs.

Over-
Expenditure

Kshs.
211 12-year Bonds 18,789,97 3,633 23,871,568,938 (5,081,595,305)

212 1 S-year Bonds 36,764,599J20 50,454,047,463 (13,689,448,343)

213 20-year Bonds 14,448,37 8,250 22,254,896,750 (7,806,518,500)

214 21-year Bonds 2,271,656,250 3,752,708,575 (1,481,052,325)

215 30-year Bonds 3,123,515,438 3,377,364,000 (253,848,562)

220 M Akiba 39,780,000 42,735,000 (2,955,000)

Total 148,450,235,079 198,697,826,719 (50,247,591,640)

Table 2: Over-Expenditure on Foreign Borrowing lnterest
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Account
Code

Donor
Account Name

Final Budget
Kshs.

Actual
Expenditure

Kshs.
Over-Expenditure

Kshs.

2410101 Abu Dhabi 11,893,814 13,605,355 (1,711,541)

2410101 Germany 408,971,350 440,696,795 (31,725,445\

2410101 Japan 537,279,662 637,032,865 (99,753,203)

2410101 USA 79,492,384 88,640,131 (9,147,747)

2410101 Netherlands 15,921,972 24,110,679 (8,188,707)

2410101 Saudi Fund 994,465 (994,465)

2410101 Belgium 95,504,796 120,093,485 (24,588,689)

2410101 Finland 664,694 21,432,688 (20,767,994\

2410101 China 12,520,182,323 (12,520,182,323)

2410101
Exim Bank-
Korea 29,527,069 30,61 1,462 (1,084,393)

2410101 Canada 2,390,464 7,389,581 (4,999,1 17)

2410101 United Kingdom 2,053,321 2,746,731 (693,410)

2410101 Stan Chart-SDY 237,876 (237,876)

2410101 Exim Bank lndia 68,349,499 (68,349,499)

2410101
Standard Bank-
BVR 77,305,785 (77,305,785)

2410101
Debut
lnternational 37,081 ,759,220 (37,081 ,759,220\



Account
Code

Donor
Account Name

Final Budget
Kshs.

Actual
Expenditure

Kshs.
Over-Expenditure

Kshs.

2410101 lsrael 178,433,932 236,341,725 (57,907,793)

2410101 New Loans 259,351,428 (259,351 ,428\

2410102
Eastern and
Southern 19,663,446,393 (19,663,446,393)

2410102 EIB 23,440,104 498,571,237 (47 5,1 31 , 1 33)

2410102 Austria 2,782,956 (2,782,956\

2410102 OPEC 65,023,176 68,725,896 (3,702,720\

2410102 New Loans 425,557,656 (425,557,656\

2410102 Stan Chart-SDY 1,267,620 (1,267,620)

2410102
EXItM Bank
lndia 86,565,419 91,652,332 (5,086,913)

2410102 China
Development
Bank 5,165,508,896 (5,165,508,896)

Total 1,537 ,162,157 77,548,395,079 (76,01 1,232,9221

Although Management has explained that part of the over expenditure on interest on
Treasury Bonds of Kshs.28,915,693,668 related to pending bills for the financial year
201712018, the amount had not been disclosed in the financial statements for that year.
The over expenditure has not been authorized.

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. There were no key audit matters
to report in the year under review.

Other Matter

1. Unresolved Prior Year Matters

1.1 Unsupported Balances

As previously reported, the statement of assets and liabilities for the year ended
30 June, 2018 reflected a prior year adjustment balance of Kshs.27 ,251,420,599 which
was not supported by a journal voucher or Notes to the financial statements. ln
addition, the general ledger under payments reflected a balance of
Kshs.516,547,493,884 which included a credit balance of Kshs.1,244,520,000 under
Debut lnternational SVRNG Bond (USD 2.75 BN). The balance was not supported by
any documentary evidence. Further, the ledger reflected expenditure for new loans
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and new administrative costs of Kshs.7,919,757,971 and Kshs.59,894,313,393
respectively but details of these payments were not provided.

Consequently, the accuracy and completeness of these balances could not be
confirmed.

1.2 Accuracy of the Financial Statements

As reported in the previous year, a comparison of the statement of receipts and
payments and the ledger for the year ended 30 June,2018 reflected different accounts
balances in respect to the same items as indicated:

Item Description

Financial
Statement Balance

Kshs.
Ledger Balance

Kshs.
Variance

Kshs.
lnterest Payments on
Foreign Borrowings

84,357,487,111 84,725,600,971 368,1 13,960

Principal Repayment on
Domestic Loans

111,700,845,296 294,836,376,343 183,135,531 ,047

CBK -Pre-1997 Loans 1 ,1 10,000,000 2,220,000,000 1 ,1 10,000,000

Repayment of Principal
from Foreign Lending
and On-Lending

141,532,524,729 141,360,882,966 171,641,763

Exchequer Releases 517,161,876,534 517,161,876,534

Management has however not provided any analysis and supporting documents to
support the adjustments. The accuracy of the balances reflected in the financial
statements could therefore not be confirmed.

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, I confirm that, nothing 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

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.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGETMENT
AND GOVERNANCE

Conclusion

As required by Section 7 (1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, 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 2315 and ISSAI 2330. 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 overall
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 lnternational 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 control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
CFS - Public Debt ability to continue to sustain services, disclosing, as applicable,
matters related to sustainability of services unless Management is aware of the
intention to terminate the CFS-Public Debt or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, lt/anagement is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them, and that public money is
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the CFS 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 overall governance
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and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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 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 audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the PublicAudit
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 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:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide

a
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a

a

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 applicable 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 CFS-Public Debt ability to continue to sustain its services. lf I conclude that a
material uncertainty exists, I am required to draw attention in the auditor's report to
the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the CFS-Public Debt 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 CFS-Public Debt to express an opinion on the financial
statements.

Pedorm such other procedures as I consider necessary in the circumstances

a

a

a

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

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

u
AUDITOR-GENERAL

Nairobi

14 January,2021
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Appendix 1-Sampled Loans

No. Proiect Name Donor
Original Loan
Amount (USD)

Loan Balance
(USD)

CBK
Exchange Rate
(28 June, 2019)

Loan Balance
(Kshs)

Balance as Per
Statement

(Kshs)
Variance

(Kshs)
1 Horticulture. & Traditional

food crops Development -
F/KEN/HOR-AGR/94/20
(1 99501 1 )

AfDB 9,210,000 232,000 102.3 23,733,206 2,319,846,467 (2,296,113,261)

2 Rural Roads Upgrading
(1991028)

AfDB 25,000,000 1,348,000 102.3 137,898,108 2,296,143,137 (2,158,245,029)

Export Development
Proqramme (1993012)

AfDB 28,240,000 1 1,583,000 102.3 1,184,921,209 2,533,205,512 (1,348,284,303)

4 Kenya Urban Support
Program Project No. 61340-
KE (2017046)

IDA 300,000,000 135,453,000 102.3 13,856,61 '1 ,630 13,856,634,374 (22,744)

5 Mombasa-Nairobi -Addis
Ababa Ph.2-2009021

AfDB 125,000,000 102.3 5,074,404,873 10,247,143,476 (5,172,738,603)

o China Buyer Credit
Agreement Construction of
Nairobi lcd and Access
Roads 2017009

China 181,887,500 1 17,692,000 102.3 12,039,691,524 12,039,682,473 (9,051)

7 Upgrade of Kibwezi-Mutomo
-Kitui Road 2016052

China 194,740,598 111,586,000 102.3 1 1 ,415,058,104 1 1,415,095,230 (37,126)

B PTA Loan USD 750MN
2017049

P.T,A
Bank

750,000,000 95,333,000 102.3 9,752,403,834 75,837 ,139,733 (66,084,735,899)

I PTA Loan USD 500 Mn
2017015

P.T.A
Bank

500,000,000 225,000,000 102.3 23,017,117,500 41 ,198,367,030 (18,181 ,249,530)

10 Kenya Nairobi -Naivasha
Standard Gauge Railway
Project 2015023

Exim
Bank
of
China

1,482,745,029 1,004,933,000 102.3 102,802,937,514 102,802,942,302 (4,788)

11 Kenya Mombasa Nairobi
Standard Gauge Railway
project (comm) 2014008

Exim
Bank
of
China

2,003,584,029 1 ,906,107,000 102.3 194,991,505,718 194,991 ,484,555 (21,163)

Total 5,600,407,156 3,658,871,000 374,296,283,219 469,537,684,289 (95,241,461,4971
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TITI| NATIONAL TRI]ASURY AND PLANNING
CFS PABLTC DIIBT

Rcports and Financial Statcrncnts
For the 1,ear ended June 30 ,2019

V. STATEMENT OF RECEII'TS AND PAYMBNTS

The accounting policies and explanatory notes to these financial staternents forrn an integral part of the
financial statements. The entity financial statements were approved on 2Ol9 and signed
by

JULIUS MUIA, PhD, EBS IS M. MAKUMI
PRTNCIPAL SECREATRY PRINCIPAL ACCOLTNTANT

ICPAK MEMBER No. 6338

I Not"

T-
2017-2018

IIECETPTS

Exchequer releases I 826,202,967,939 511,161,876,534

TOTAL IT.BCEIPTS 826,202,867,839 517,161,876,534

PAYMENTS

Transfer to other Covernment entities 2 999,900,800 196,412,099
Finance Costs, including Loan Interest 3 322,007,322,696 262,007,651,761
Repayment of principal on Domestic and
Fore ign lorrowing 4 s04,028,939,689 254,343,310,025

.I'OTAL PAYMENTS 827,036,1 63,1 95 516,547,493,884

SURPLUS/DEFICIT (833,295,346) 614,382,650

J

' I(shs



.TI{E NATIONAL TIIIIASUTTY AND PI,ANNING
CFS PUBLIC DEBT

llcports and Financial Statcntents
For thc ycar endcd June 30 ,2019

VI. STATBMENT OF'ASSETS AND LIABILITIBS

The accounting policies and explanatory notes to these financial staternents form an integral paIt of the
financial statements. The entity financial statements were approved on 2019 and signed
by:

JULIUS MUIA, PhD, EBS IS M. MAKIJMI
PRINCIPAL SECREATRY PRINCIPAL ACCOUNTANT

ICPAK MEMBER No. 6338

4

FINANCIAL ASSETS

Cash and Cash Equivalcnts
Bank Balances 249,080,963 968,953,t64

Total Cash and cash equivalcnt 249,080.863 968.9s3, l 64

1'OTAL FINANCIAL ASSETS 249,080,863 968,953, I 64

FINANCIAL LIABILITIES
NET FINANCIAL ASSETS 249.080,863 968,953, I 64

REPRESENTED I}Y
Fund balance b/fivd 6 968,953,164 (26,896,85 0,0 8 5 )

Prior year adiustment 8 t13,423,046 27,251,420,599

Surplus/Deficit for the year (833,295,346) 6t4,382,650

NET FINANCIAL POSSITTON 249,080,864 968,953,164



THE NATIONAL TREASUITY AND I'LANNING
CFS PUBLIC DEBT

Rcports and Financial Statements
For the year ended June 30,2019

Exchequer Releases I 826,202,867,839

Payments for operating expcnscs

Transfers to other Government entities 2 (999,900,900)

Finance Costs, including Loan Interest 3 007

Adjusted for:
Change in payables

Adiustments during the year 8 I13,423,046

Net cash flow from operating activities 5 7

CASHFLOW FROM INVESTING ACTIVITIES
Net cash florvs from Invcsting Activities
CASHFLOW FROM BORROWING ACTIVITIES
Repayment of principal on Domestic and Foreign borrowing 4 939

Nct cash florv fronr linancing activities (504,028,939,689)

NEl'INCIIEASE IN CASH AND CAS}I EQUIVALENT (719,872,300\

Cash and cash equivalent at BEGINNING of the year 6 968,9.53,164

Cash and cash equivalent at END of the year 5 249,080,864

STATEMENT OF CASH FLOWS

27

The accounting policies and explanatory notes to these financial statements form an integral part ofthe
financial statements.
The entity financial statements were approved on 20lr9 and signed by:
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JULIUS MUIA, PhD, EBS
CIPAL SECREATRY

S M. MAKUMI
PRINCIPAL ACCOUNTANT
ICPAK MEMBER No. 6338
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THE NATIONAL TREASURY AND PLANNING
CFS PUBLIC DEBT

Reports and Financial Statements
For the year ended Jun e 30, 2019

VII. SUMMARY STATEMENT OF APPROPRIATION: RECURRENT AND DEVELoPMENT COMBINED

rcporttentsofT.Bontstlhichttttsnotrtuktcttin2t)t7/2018hut,.tslit,nrin,iin'jircnOl,)

The entity financial staternents were approved on 2019 and signed by

JULIUS MU[A, PhD, EBS FRANCIS M. MAKUMI
PRINCIPAL ACCOUNTANT
ICPAK MEMBER No.6338

6

RECEIPTS

uer releases
I 142848 03 ,997 0322 I

'. 3I:d/A uk

870,6ts,957,739
from Other GovernmentTransfers

Entities
97%

TOTAL RECEIPTS

PAYMENTS
870,6t5,957,739 848,303,965, I 42 826,202,967,939 22,t90,997,303 97%

(22,312,092,597)

Loan InterestFinance Costs , including 399,980,973,117 (37,432,024,942 358,548,948,175 6322,007 3L 88%principal on DomesticRepayment of

TOTAL PA YMENTS

and borrow
Other Refund to

739

9,L19,932,346 479,754,91.6,968 504,028,939,689 -24,27,4,022,721. 705%

Surplus/ Deficit
0

u,b J.5,95 -22,3L2,092,596

-1

143

-1 -833,295,346 833,29s,34s

97%

PRINCIPAL SECREATRY

I

826,202,867,839

470,634,984,622
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,III SUMMARY STATEMENT oF APPROPRIATIoN: RECURRENT

Notes
ffu'hudgrt titizfik,, i, lr*ct ol-.litotr<.e @tts.lir ,,.\tcmttt k,uo inltlrerfi otkl n

The entity financial staternents were approved on 

- 

20 r9 and signed by:

DR. US MUIA, PhD, EBS FRANCIS M. MAKUMI
PRINCIPAL ACCOUNTANT
ICPAK MEMBER No, 6338
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RECEIPTS

97yo

releases 739I (22,312,092,597) 142 7 22,t09.997,303Transfers from Other Government
Entities

I 03 97%
870,6t5,957,739

826,202,867.839
TOTAL RECEIPTS

PAYMENTS
97)12,092,5 865 t42

Finance Costs, including Loan
Interest 39s,98q,s73,117 (31,432,024,942 368,548,948,175 696 46,547,625,479 88%Repayment of principal on Domestic
and F borrowi 6224 9,1t9,932,346 916,9684 7 689 (24,274,022,72U 705%Other Payments- Refund to

-999,900,800TOTAL PAYMENTS 957 |z2,312,o92,597l, 2!,267,70L,959 97%Su lus/Deficit 0 -1 -1 -833,295,346 833,295,345

PRINCIPAL SECREATRY
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Rcports and Financial Statenrcnts
For the year endccl June 30,2019

XI. SIGNIFICANT ACCOUNTING POLICIES

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

l. 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 corrsistently applied to all the years
presented.

2. Consolidated Fund Services Public Debt
The financial statements are for thl Consolidated Fund services. The financial statements
encompass the consolidated fund services reporting as specified under section 8l of the PFM
Act20l2.

Reporting Currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and
reporting currency of the Government and all values are rounded to the nearest Kenya Shilling.

3. Significant Accounting Policies
The accounting policies set out in this section have been consistently applied by the
Consolidated Fund Services - Public Debt for all the years presented.

a) Recognition of Receipts
The Consolidated Fund Services - Public Debt recognises all receipts from the various sources
when the event occurs and the related cash has actually been received by the CFS- Public Debt.

. Tax lleceipts
Tax receipts are recognized in the books of accounts when cash is received. Cash is
considered as received when notification of tax remittance is received.
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T't.IIi NA'I-IoNAI,'TRI'ASUI{Y AND I'I,ANNING
CFS PUBI,IC DI,I}T

Rcports and Financial Statements
For the ycar cnded June 30 ,2019

SIGNIFICANT ACCOUNTING POLICIBS
. Transfers from the Exchequcr
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 CFS- Public Debt.

. B.xtcrnal Assistance
E.rternal assistance is received through grants and loans from multilateral and bilateral
development partners.

Grants and loans shall be recognized in the books of accounts when cash is received
Cash is considered as received when a payment advice is received by CFS- Public Debt.

In case of grant/loan in kind, such grants are recorded upon receipt of the grant item and
upon deterrnination of-the value. The date'of the transaction is the value date indicated
on the payment advice. A similar recognition criteria is applied for loans received in the
fornr of a direct payment.

During the year ended 30th June 2019, there were no instances of non-compliance rvith
terms and conditions which have resulted in cancellation ofexternal assistance loans.
. Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender docurnents. These are recognised in the financial
statements the time associated cash is received.

b) Recognition of payments
The Consolidated Services Fund - Public Debt recognises all payments when the event occurs
and the related cash has actually been paid out by CFS- Public Debt.

. 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.bi.lls.

. Interest on Borrorving
Borrowing costs that include interest are recognized as payment in the period in which
they are paid for.

9



THE NA'TIONAL'I'IIBASUIIY AND PLANNING
CFS PUBLIC DIIBI'

Reports and I,'inancial Statcments
For the year endcd Junc 30,2019

SIGNIFICANT ACCOUNTING POLTCIES

Ilepa.ymcnt of Ilorrowing (Principal Amount)
The repayment of principal amount of borrowing is recognized as paynent in the period
in which the repayment is made.

. Acquisition of Fixed Assets
The payrnent on acquisition of property plant and equipment items is not capitalized.
The cost of acquisition and proceeds frorn 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 CFS- Public Debt and a summary
provided for purposes of consolidation. This summary is disclosed as an annexure to the
financial statements.

4. In-kind contributions
In-kind contributions are donations that are made to CFS- Public Debt in the forrn of actual
goods and/or services rather than in money or cash terms. These donations rnay include
vehicles, equipment or personnel services. Where the financial value received for in-kind
contributions can be reliably detennined, the Entity includes such value in the statement of
receipts and payments both as receipts and as payments in equal and opposite amounts;
otherwise, the contribution is not recorded.
5. Third l'>zirty Paynrents' .

Included in the receipts and payments, are payments made on its behalf to third parties in form
of loans and grants. These payments do not constitute cash receipts and payments and are
disclosed in the payment to third parties in the statement of receipts.and payments as proceeds
from foreign borrowings.
6. 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 anrounts held at the Central tsank of Kenya and at various
cornmercial banks at the end of the financial year.

Ileslrict iott ott Coslt
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 parry
deposits. Asat30thJune20lg,thisamountedtoKshsnil comparedtoKshsnil inpriorperiod
as indicated on note N/A.

There were no other restrictions on cash during the year.
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.I't{E NA'IIONAI, TTTBASUIIY AND PI,ANNING
CFS PUI'LIC DEBl'

Reports and Financial Statemcnts
F'or the 1,car ended June J0 ,2019

SIGNIFTCANT ACCOUNTING POLICTES

7. Accounts Rcceivablc
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 government practice where
the imprest payments are recognized as payments when fully accounted for by ih. irpr.rt o1.
AIE holders. This is an enhancement to the cash accounting policy. Other accounts receivables
are disclosed in the financial statements.

8. Accounts Payable
For the purposes of these financial statements, deposits and retentions held on behalf of third
parties have been recognized on an accnral basis (as accounts payables). This is in recognition
of the government practice of retaining a portion of contracted services and works pending
fulfilnrent of obligations by the contractor and to hold deposits on behalf of third parties. Thii
is an enhancement to the cash accounting policy adoptei by National Covernment Ministries
and Agencies. Other liabilities including pending bills are disclosed in the financial statements.

9. Pending Bills
Pending bills consist of unpaid liabilities atthe end ol'the financialyeararising from conrracted
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 CFS- Public Debt 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.

10. Iludget
The budget is developed on a comparable accounting basis (cash basis except for imprest and
deposits, which are accounted for on an accrlral basis), the same accounts classification basis,
and for the same period as the financial statements. The original budget was approved by
Parliament on June 2018 for the period I" July 2018 to 30'h June 2019 airequired by Law ani
there were two supplelnentary adjustments to the original budget during the year.

A cornparison of the actual performance against the cornparable budget for the financial year
under review has been included in the financial staternents.

Government Developrnent Projects are budgeted for under the MDAs but receive budgeted
funds as transfers and account for them separately. These transfers are recognised as inter-entity
transfers.
I l. Comparative Figures
Where necessary, comparative figures for the previous financial year have been amended or
reconfigured to conforrn to the required changes in presentation.

il



TI{E NATIONAL'I'IIBASUITY AND PI.ANNING
CFS PUBLIC DEB'I'

Reports and [,'inancial Statcnrcn ts
For the r ended June 30,20lg

SIGNIFICANT ACCOUNTTNG POLICTBS

12. 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 2019.

13. Brrors
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 26 explaining the
'nature and amounts.

14. Related Party Transactions
Related party relationships are a normal feature of commerce. Specific information with
regards to related party transactions is included in the disclosure notes.
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TIIIi NATIONAL TIIBASUITY AND PI,ANNING
CFS PUBLTC DEBT

Ileports and Financial Statemcnts
For the year ended June 30,2019

XII. NOTIIS TO I'HII FINANCIAL STA'TEMENTS

I EXCI{ UER RELEASES

2 TIi.ANSFERS TO OTHER GOVERNMENl'ENTITIES

(i)The Amount of Ksh 999,900,800 comprise of opening bank balance of kshs. 968,952,263.90
and part of exchequer funding for the year kshs. 30,947,636.10 that was transfer to the
exchequer on 3'd August 2018.

(ii)Thetransferofkshs. 196,4T2,09SrelatetoexchequerissueforCF'sR52forGuaranteedebt
that had been funded under CFS R050 in error.

Total Exchequer Releases for quarter I I 53,620, I 03,840 75,389,848,766

Total Exchequer Releases for quarter 2 t84,046,134,971 t40,24t,442,195
Total Exchequer Releases for quarter 3 t99,448,81 8,82 I 93,618,938,463

Total Exchequer Releases for quarter 4 289.087.8 t0.201 20'1,911,647 ,l l0
Total 826,202,867,839 517,l6I,876,534

Refund to' Exchequer Account 999,900,800

Transfer to CFS R.052 t96,472,098

TOTAL 999.900.800 196,472,098-
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'I'I{B NA'TIONAL TIIBASUIIY AND PLANNING
CFS I'UBLIC DBBT

Ileports and Financial Staternents
For the year cnded June 30, 2019
3

FINANCn COSTS, INCLUDING LOAN rN'rEIlrisl'

i). The Trcusury Bill hiarest il l{sh 79,033,156,822.(t0 wus repoid using; the pntccedJi'onr
lhc morkcl. No.fitnilittg rvos reccivctl .fntm tlrc e,-tt,het1trar. An enuturtt o/ Ksh
79,1)3.1,156,822.00 is irrt'lulatl in llte lotul 7'.Bill reilatnptiortJbr llta./irtunt'iul_t,aur 20lti/2019
q/ I{slt l, I 70,882,5 50,000. 00
ii). Durini| tht lrirruttt:iul-t'ear 20lB/2019 iln utrt()ttnt oJ'7'. Bill prtceeds Ks^lt

I,l6l,6-J7,089,288.25 wo,s raised in tht fi,lurkct.

4 REPAYM--INT OF PRINCIPAL ON DOMESTIC LENDING AND ON-LENDING

5. Bank Accounts

Interest Payments on Foreign Borrowings I 08,004,8 13,414 84,46t,030,044

Interest on CBK Overdraft 2,523,255,059 2,493,536,82'7

Interest on Domestic Debt - T-Bonds 2t0,72 t,345,304 1 38,307,1 03, t 6 1

Q!qr1 lq!" Bgllowing (T-Bi lls interest) 36,104,826,935

P re-7997 Domestic interest 694,s97,46s 725,206,095

T.Bond & T.Bills Advertisement Costs 20,576,454 19,49t,632

M.Akiba 42,735,000

'Iotal 322,007.322.696
262,t11,194,69

4

Principal repayments on domestic loans 234,379,67s,000 t I I ,700,845.296

CBK Pre-l997loans r,I 10,000,000 l,l 10,000,000
Repayment of Principal from Foreign Lending & On -
Lending 266,539,264,699 t4t,428.98t.796
Shortfall on T-Bills' 2,000,000,000
'I'ota I 504,028,939,699 254,239,827,092

PUBLIC DEBT-
I 000204378 KSI{S REC 249,080,863 968,9s3.164

Total 249,090,963 968,953,164
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- THIi NATIONAI, TITEASURY AND PLANNING
CFS PUBI,IC DBI]1'

Reports and F-inancial Statements
For the year ended June 30 ,2019

6. Funds Balance Brought Forward

7. RE-STATDMENT NOTE

i) ln the audited statement it includes an of Amount Kshs. t03,542,933.00 which is a
principal repaymenl on Abu dhabi but in the antended statemenl the amount was reduced by
lhe same amounl due to lack of budget provision on principal repayments

ii) The interest repayment in lhe antended slatenxent was increased by an omount of t<shs
103,542,933.00 whichu,as principal repayment on Abu dhabi charged to item of interest in
new loan account.

iii) The amount of bank balance was re-statedfrom Kshs. 757,7t4,555.00 to Cash Balance of
Kshs. t,741,262,570.00 as 30'h June,20t7.

Bank accounts 968,953,164 t,741,262,510
inkin Funds (2,093,439)

Outstanding items awaiting clearance (27 ,6s2,471,202)
Total 968,953, I 64 (25,913,302,070\

Amended Audited
Principal Repayment (i) 141,428,981,196 t 4t ,532,524,7259 103,542,933

Interest Payment (ii) 84,46t,030.044 84,351,481,t I I 103,s42,933

Bank Balance (iii) t,741 ,262.570 757,1t4,555 983,548,01 5

l5
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- TIIIT NATIONAL TRIIASURY AND PLANNING
CFS PUBLIC DEBT

lleports and I,-i na ncial Statemen ts
For the year ended Junc 30,2019
8. PRIOR YEAR ADJUSTMENTS

Balance on Sinking Fund 2,093,439
awaiti clearance 27,652,471,202

stment on bank account balances I13,423,046 (783,690,7 50)
Adjustnlent on bank account balances (206,566,975)
Adjustment on Qank account balances (161,754,722)
Adjustment on bank account balances (994,963)

on bank account balances (207,047,872)
stment on le 27,654,564,640

tal 113,423,046 26,267,872,594

'fltc otrtttttrtt of Ksh I l-7,42-1,046 rtlulcs to rc.fitnd.ftrtrn (errtt'trl hunk/itr P..4 No l l2ZS-i in
ralution /o inlerest puitl to Inlansa Surt lrttolo.fitr I.-irttrtrc.irtl -t,aur 20lZ/20t5 *,ltic.lt x,as
crelilad to lhc Puhlic dthl lJurrk o(.t()tutt rtrt l/t' .tul.l' 2015.

l6
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CIIS PUBLTC DEI}T

Reports and Financial Statements
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XTII. PROGRESS ON FOLLOW UI' OF- AUDITOR ITBCOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frame within which we expect
the issues to be resolved.

At audit -

revlew

Accuracy of
the Financial
Statenrent

The misstatements
observed during
audit were
corrected through
amendment of the
Financial
Statements.

Mr. Makumi/
Dorcas / Tonui /
Anyanga

Not
resolved

At audit
review

2
Unsupported
Balances

The unsupported
balance relates to to
transactions under
agency period that
have since been

SU

Mr. Makumi/
Dorcas /Tonui /
Anyanga

Not
resolved

At audit
review

3

4

Outstanding
Loan balances

Failure to
prepare
monthly bank
reconciliations
statements.

Outstanding loan
balances as.at 3Oth

June,20l8 are
supporled with
schedules generated
from electronic debt
register where
movements on
disbursements and
repayments are
recorded.
At the time of audit,
Bank reconciliation
statement for June,
2018 was provided
for audit. The
statements for the
period luly,2017 to
May,20l8 were
later submitted.

Mr. Makurni/
Dorcas /l-onui /
Anyanga

Mr. Makumi/
Dorcas / Tonui /
Anyanga

Not
resolved

Not
resolved

At audit
review

ffi ffi
\WW

IErrkd:{9iiDn
(rlijlii(+rtKr .;'ffi

WNIA
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a-. THE NATIONAL'I'RIIASURY AND PLANNING
CFS PUBLIC DEBT

lleports and Financial Statements
For the r cnded June 30,2019

Guidance Notes:

(i) Use the same reference numbers as contained in the external audit report;

(ii) Obtain the "lssue/Observation" and "management comments", required above, from final
external audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons
within your entity responsible for implernentation of each issue;

(iv) Indicate the status of "Resolved" or "Not Resolved" by the date of subrnitting this report to
National Treasury.

DR. JULIUS MUIA, PhD, EBS
PRINCIPAL SECREATRY

IS M. MAKUMI
PRINCIPAL ACCOUNTANT
ICPAK MEMBER No. 6338
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THE NATIONAL TREASURY

DEBT MANAGEMENT DEPARTMENT

SUMMARY STATEMENT OF PUBLIC DEBT

HARO ,PhD,oGw FRANCIS MAKU'

PRINCIPAL ACCOUNI'ANT

ICPAK Member Number: 6338

)

FFIEE OF fHE AUDITOR
t,0, Eox 3C0t1 - 00100'

RE GISTRY

3 0 sEP 2019

0

fr

GDNERAL
NAIROBI

AMOUNT OUTSTANDING AS

AT 30-06-2019

Kshs.

AMOUNT REPAID IN
THE YEAR ENDED 30-06.

2019

Kshs.

AMOUNT
OUTSTANDING AS AT

30-06-2018

Kshs.

CTIVED

EXTERNAL LOANS
65 656,442

271,,679Part IPound Sterlin Loans
2,356,733 197,91024,1.682392,092,922,917 ,126Part IIUS Dollar Loans

257
.7

20,25518 6,513767,618 909,382Part IIIEuro Loans
138 ,671. 06110,343743,085,596,453Part IVOther Currencies

2,752,467,840,668268,824,500,593SUB TOTAL

22,228,75!;,686.00
L,724,207 ,207,062.00

952,250,000,000.00

1,110,000,000
208,039,625,000

7,770,882,550,000

23,338,755,686
L,495,557,343,612

878,621,650,000

Part VINTERNAL LOANS
Pre-1997 Govt. O.D. Debt
Treasury Bonds

Short Term Borrowing

698,685,962;7482,1 ,380,032,175,0002,397 ,517 ,7 49,298SUB TOTAL

5,451 ,153,803,4161 ,648,856,675,6934,801 ,416,851,482GRAND TOTAL

PRINCIPAL SECRETARY DIRECTOR GENERAL-PDMO

221,034,892

2,403,899,102,184
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