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1.

PROJECT INFORMATION AND OVERALL PERFORMANCE

1.1

Name and registered office
The project’s official name is Kenya GOLD Mercury Free ASGM Project situated within the
Ministry of Environment and Forestry at NHIF Building, Nairobi, Kenya

Objective

The key objective of the project is to reduce/eliminate mercury releases from the Kenyan
Artisanal and Small-scale Gold Mining (ASGM) sector through:

Strengthening institutions and the policy/regulatory framework for mercury-free ASGM;
Increasing the access of mining communities to finance to enable the procurement of mercury-
free processing technologies;

Increasing the capacity of mining communities for mercury-free ASGM through the provision
of technical assistance, technology transfer and support for formalization; and,

Raising awareness and disseminating best practices and lessons-learned on mercury phase-out
in the ASGM sector.

The project intends to introduce and promote best practices and techniques for gold
extraction. That means more money for miners and their families and fewer risks to their
health, their communities, and the environment.

Address

The project headquarters offices are at Nairobi City, Nairobi County, Kenya.

The address of its registered office is:

NHIF Building, Ragati Road, Upperhill

P. O. Box 30126-00100

Telephone: 0254-020 — 2730808/9

Fax: 254-020-2734722

Email: imkagoldproject@gmail.com; psoffice@environment.go.ke
Website: www.environment.go.ke

NAIROBI, KENYA

The project has no other offices/branches
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.2 Project Information

Project Start Date:

The project start date is 05/07/2019

Project End Date:

The project end date is 05/07/2024

Project Manager:

The project manager is Ms Mayiani Saino

Project Sponsor:

The project sponsor is UNDP

1.3 Project Overview

Line Ministry/State Department
of the project

The project is

implemented by the Ministry of

Environment and Forestry.

Project number

GEF/UNDP/GOK-00108253

Strategic goals of the project

The strategic goals of the project are as follows:

[.

II.

II.

IV.

To strengthen institutions and the policy/
regulatory framework for mercury-free ASGM;
To establish financing lending arrangements that

provide loans for mercury free processing

equipment;
To increase capacity for mercury-free ASGM

through provision of technical assistance,

technology  transfer  and  support  for

formalization; and,

Monitor and evaluate, awareness raising,

capturing and  disseminating  experiences,

lessons-learned and best practices.
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Achievement of strategic goals

The project management aims to achieve the goals
through the following means:
[.  Strengthening institutions and the policy/
regulatory framework for mercury-free ASGM
II.  Establishing financing lending arrangements to
provide loans for mercury free processing
equipment
III.  Increasing capacity for mercury-free ASGM
assistance,

through provision of technical

technology  transfer  and  support  for

formalization; and
IV.  Monitoring and Evaluation, awareness raising,
disseminating  experiences,

capturing  and

lessons-learned and best practices

Other important background

information of the project

In Kenya, the Artisanal and small-scale gold mining
(ASGM) sector dates to the 19th century. ASGM is
mostly found in the counties of Migori, Narok, Kisumu,
Siaya, Vihiga, Kakamega and further up north in Pokot
and Turkana. ASGM is a significant source of livelihood
for many Kenyans in the gold rich areas. Gold
processing by artisanal and small-scale miners is use
highly toxic chemicals like mercury to extract their gold
from ore presenting serious occupational health and
safety hazards.

The Ministry of Environment and Forestry received a
grant from the Global Environment Facility through
UNDP to implement the integrated Sound management
of Mercury in Artisanal and small-scale gold mining
(ASGM) sector. The project intends to introduce and
promote best practices and techniques for gold extraction
and demonstrate a pathway to cleaner and more efficient
small-scale gold mining practices that benefit everyone,
from mine to market.

Current situation that the project

was formed to intervene

The project was formed to intervene in the following

arcas:

v
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(1) To build/enhance the capacity of
government entities in order to improve their
capacity to assess, plan, and implement sustainable
and mercury-free interventions in the ASGM
sector;

(11) Development of new/improved financial
products/mechanisms (including women friendly
financial products) established for the ASGM
sector;

(ii1) Total mercury use/releases from ASGM
avoided by 1.5 tonnes; and,

(iv) Awareness raised of 54,600 people
(16,380 female and 38,220 male) on the dangers of

mercury and ways to reduce its use in ASGM.

Project duration

The project started on 5™ July, 2019 and is expected to
run until 6™ July, 2024

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.4 Bankers

The following are the bankers for the current year:

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
NAIROBI, KENYA

1.5 Auditors

The project is audited by the Office of the Auditor General.
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1.6

Roles and Responsibilities

List the different people who will be working on the project. This list would include the project

manager and all the key stakeholders who will be involved with the project. Also, record their role,

their positions, and their contact information.

Dr Chris Kiptoo,

Principal Secretary

PhD International

Project Executive, Chair project

CBS Macro Economics board and approves all the project
expenditures
Cyrus Mageria Ag. Director of MSc. Natural Oversight and supervise the
Multilateral Resource project implementation.
Environmental Management
Agreements
Mayiani Saino Project Manger MSc. Oversee the day-to-day project

Environmental

Engineering

implementation

Convine Omondi

Regional Project Officer

MSc Geology

Project coordinator in

Kakamega & Vihiga Region

Henry Nyamai

Regional Project Officer

MSc Geology

Project coordinator in Migori &

Narok Region

Kiprono Patrick

Finance Officer

C.P.A, Bachelors of
Commers in

Finance

Project Financial Reporting

and Administration

Sharon

Chelangat

Project Assistant

Bachelors’ degree in
Natural ~ Resource

Management

Coordination & administration

of project Activities

Ruth Epwoka

Communication Officer

M.A
Communication &

Media

Provide lead role in knowledge
management &
Communication aspect of the

project

Vi
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1.7 Funding summary

The Project is for duration of 5 years from 2019 to 2024 with an approved budget of US$ 4,200,000

(use donor currency) equivalent to KShs 462,000,000 as highlighted in the table below:

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

Below is the funding summary:

A. Source of Funds

(i) Grant

UNDP

(1USD=KES 110) 462,000, 30,019,00 431,981,0
4,200,000 000 272,900 0 3,927,100 00

Total 462,000, 30,019,00 431,981,0
4,200,000 000 272,900 0 3,927,100 00

Vil
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

B. Application of Funds

(i) Grant
UNDP (1USD=KES 110) | 272,900 | 30,019,000 | 21,984,572.00 73,040 8,034,428
Total 272,900 | 30,019,000 73,040 8,034,428

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.8 Summary of Overall Project Performance:

Integrated Sound Management of Mercury in Kenya’s ASGM (IMKA) GOLD project is a five-
year project with a grant of USD 4,200,000.00. The project during the period received a total of
KES 30,019,000 and utilized KES 21,984,572 (equivalent to 73% absorption) to implement the
project activities including county engagements, project inceptions, field visits, procurements of
office supplies and equipment to set up the project office. Despite COVID 19 restrictions on
movements and meetings the project was able to attain the following goals:

e Recruited and inducted the project staft;

e Developed work plan, budgets and procurement plan;

e Conducted a national inception workshop;

o Constituted steering committee and technical advisory committee;

e Developed the terms of reference for consultancies to carry out the baseline studies;

e Developed a stakeholder engagement plan and conducted a stakeholder consultation and

engagements in all the six project areas;
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e Carried out the Identifications and mobilizations of miners and mining groups including
mapping and site verifications in all the project sites;

e Developed and reviewed the draft communication plan; and,

e Set up the project office and procurement of the office equipment, office supplies and IEC

materials for project visibility.

The emergence of COVID 19 and government restrictions on movement and meetings affects the
operations of the project and hence new ways of operations are now being embraced by the project

which include online meetings, digital signing of the documents among others.

Some of the risk management strategies employed by the project includes the following:

o Entrusting project partners to run some of the project activities;

e Constant review of the project progress reports against the set targets; and,

e The internal controls put in place by the ministry to ensure transactions conforms to the
ministry SOPs.

Implementation challenges and recommended way forward.

e The project has been operating without 3 critical project staff. (Gender expert, Chief
Technical Advisor and Governance Policy Expert). The ministry has been in the process of
recruiting the personnel and there is need to fast track the process;

e The differences in the donor and government financial years makes synchronization of
operations a little difficult. Delays in processing advances in grant revenue affects project
absorptions. To overcome this the ministry will continuously engage the donor and national
treasury to ensure efficiency in funds disbursement and exchequer processing; and,

e The frequent closure of IFMIS system affects project procurements delaying the delivery of
the project targets. To address this, the project would request that system closure should
consider donor timelines and targets to support the project achieve its objectives in the

given timelines.

1.9 Summary of Project Compliance:

The implementation of the project has been smooth and no cases of noncompliance with applicable laws and

regulations and essential external financing agreements/covenants reported during the period under review.

ix
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2. STATEMENT OF PERFORMANCE AGAINST PROJECT’S PREDETRMINED
OBJECTIVES

The Kenya project, being a part of the Global Opportunities for Long-term Development of the ASGM
sector — GEF GOLD programme, will also be able to benefit from the efforts of the UNEP-
implemented GEF GOLD global child project that will unify and coordinate efforts among all the GEF
GOLD child projects, focusing on the capturing of experiences and lessons-learned and subsequently
disseminating knowledge generated to a wider ASGM audience to help Parties to the Minamata
Convention meet their obligations to reduce and where feasible eliminate mercury use in ASGM. The
project is based on the components/outcome outlined below and the degree to which such outcome has
been achieved:

Component 1/outcome 1: strengthening institutions and the policy/ regulatory framework for mercury-
free ASGM.

So far, three (3) county committees (Kakamega, Migori and Vihiga) have been gazette by the Ministry
of Mining and Petroleum. The project is working on the establishment of the mining committees for
Narok county. The committee is expected to be gazetted by December 2021. The project has
developed a draft stakeholder engagement strategy to fast-track project deliverables.

The project advertised a tender to recruit a consultant to carry out capacity needs assessments and
develop training material to support project implementation. The request for proposal was terminated
due to unresponsive bidders and set to be readvertised in September 2021,

Estimated process: 40%

Component 2/outcome 2: Establishing financing lending arrangements to provide loans for mercury
free processing equipment.

Against the mid-term goal, no financial product has been developed. The project started late in mid-
September 2020 and has recruited a consultant to carryout baseline assessment to ascertain the
financial institutions and products available for small scale gold miners. This will inform the nature,
type of products the project will develop for the project beneficiaries.

Estimated process is: 20%

Component 3/outcome 3: Increasing capacity for mercury-free ASGM through provision of technical
assistance, technology transfer and support for formalization;

The project is yet to introduce mercury free technology and mercury reduction to small scale miners

and is in the process of carrying out an assessment to determine the mercury releases from ASGM.
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There has been no record of gold produced without mercury.

e Component 4/outcome 4: Monitoring and Evaluation, awareness raising, capturing and disseminating
experiences, lessons-learned and best practices
The project has raised awareness and engaged a total of 1022 persons (287 persons: 112 female and
175 males in the period (Oct-Dec 2020), 266 persons 79 female and 187 males in quarter (Jan-March
2021), and 469 190 female and 279 male persons in quarter (April-June 2021) in various awareness
creation sessions in its first 9 months of operation despite the difficult conditions occasioned by

COVID 19 restrictions and the short project implementation period.

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each

financial year, the Accounting Officer when preparing financial statements of each National

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

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

against predetermined objectives.

The Kenya project, being a part of the Global Opportunities for Long-term Development of the ASGM

sector — GEF GOLD programme, will also be able to benefit from the efforts of the UNEP-

implemented GEF GOLD global child project that will unify and coordinate efforts among all the GEF

GOLD child projects, focusing on the capturing of experiences and lessons-learned and subsequently

disseminating knowledge generated to a wider ASGM audience to help Parties to the Minamata

Convention meet their obligations to reduce and where feasible eliminate mercury use in ASGM. The

project is based on the components outlined below:

e Component l/outcome 1: strengthening institutions and the policy/ regulatory framework for
mercury-free ASGM.

e Component 2/outcome 2: Establishing financing lending arrangements to provide loans for
mercury free processing equipment.

e Component 3/outcome 3: Increasing capacity for mercury-free ASGM through provision of
technical assistance, technology transfer and support for formalization; and,

e Component 4/outcome 4: Monitoring and Evaluation, awareness raising, capturing and

disseminating experiences, lessons-learned and best practices

Progress on attainment of Strategic development objectives

X1
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For purposes of implementing and cascading the above development objectives to specific sectors, all

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

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

of tracking progress and performance measurement: Below we provide the progress on attaining the

stated objectives:

Strengthening | To increase the | Capacity of 4 % Level of | Three (3) county committees
institutions capacity government the capacity (K.al.<amega, Migori and
and the policy/ | National and entities increased | increased on | Vihiga) have been gazette by
; . the Ministry of Mining and
regulatory local systems to improve their the 5 g
i Petroleum. The project is
framework for | to assess, plan, | capacity to assess, | government | o .. g on the establishment
Mercury-free | and implement | plan, and entities to of the mining committees for
ASGM sustainable and | implement assess, plan | Narok county. The committee
mercury-free sustainable and and is expected to be gazetted by
interventions in | mercury-free implement December 2021. The project
the ASGM interventions in the | sustainable has developed a draft
sector. ASGM sector and mercury SLEolCE engagement'
. strategy to fast-track project
‘tree _ deliverables.
intervention | The project advertised a tender
s in the to recruit a consultant to carry
ASGM out capacity needs assessments
sector and develop training material
to support project
implementation. The request
for proposal was terminated
due to unresponsive bidders
and set to be readvertised in
September 2021.
Estimated process: 40%
Establishing To established 2 | 2 new/improved The number | Against the mid-term goal, no
financing new financial financial of financial | financial product has been
lending product/mechan | products/mechanis | products/me | developed. The project started
ism (including | ms (including chanisms late in mid-September 2020
arrangements . ! . o
] women friendly | women friendly improved and has recruited a consultant
to provide financial financial products) | (including to carryout baseline assessment
loans for products) for established for the | women to ascertain the financial
mercury free the ASGM ASGM sector. friendly institutions and products
processing sector. financial available for small scale gold
equipment. products) miners. This will inform the
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for the nature, type of products the
ASGM project will develop for the
sector. project beneficiaries. The
midterm target for this output
will be reported in the next
PIR.
Estimated process on the: 20%
Increasing To reduce 1.5 Total mercury Number of | The project is yet to introduce
capacity for tonnes of use/releases from | tonnes of mercury free technology and
mercury-free mercury ASGM avoided by mercury mercury reduction to gmall
ASGM through the 1.5 tonnes. o _— scale miners. The project has
) ) . not yet carried out an
through introduction of from ASGM assessmenitctordeternine the
provision of BEP, BAT and avoided. mercury releases from ASGM.
technical socially and There has been no record of
assistance and | environmentally gold produced without
technology sound ASGM mercury.
transfer. practices.
Monitoring To raise Awareness raised | Number of | The project has raised
and evaluation, | awareness to of 54,600 people | people who | awareness and engaged a total

— 54,600 people (16,380 female are aware of | ©f 1022 persons (287 persons:
. s and 38,220 male) 112 female and 175 male in
raising, (16,380 female . | the dangers
. 438220 on the dangers of - quarter 4 (Oct-Dec 2020), 266
c:.lptur l'ng fmd and 38, mercury and ways OR TEECHI persons 79 female and 187
disseminating | male) on the to reduce its use in | aMd Ways to | male in quarter 1 (Jan-March
experiences, dangers of ASGM reduce its 2021), and 469 190 female and
lessons-learned | mercury and use in 279 male persons in quarter
and best ways to reduce ASGM 2(April-June 2021) in various
practices. a1 i Sector awareness creation session‘s in
ASGM its first 9 months of operation

despite the difficult conditions
occasioned by COVID 19
restrictions and the short
project implementation period.
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3. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING
The Ministry of Environment and Forestry mission is to promote and facilitate good governance in
the protection, restoration, conservation, development and management of environment and forestry

resources for equitable and sustainable development’”
1. Sustainability strategy and profile

The project aims to increase the capacity of government and private sector and improve regulatory
frameworks so as to enable formalization of the ASGM sector and the development of responsible
mining. This will improve access to, and adequacy of financial and technical services for the ASGM
sector for the uptake of chemical-free ore processing, and to pilot and train miners in the use of best

practice technologies that eliminate mercury.
2. Environmental performance

The right to a clean and healthy environment is enshrined in Article 42 of the Constitution of Kenya,
and Article 70 on the Enforcement of Environmental Rights. The sound management of mercury to
prevent acts or emissions that affect the health and wellbeing, not only of people but of the
environment, is therefore an obligation of the State. Kenya lacks a dedicated law on mercury, which
makes it difficult to control the handling and movement of the chemical. Nevertheless, it is a signatory
to the Minamata Convention on Mercury since 10th October 2013 and is working towards its
ratification. In addition to the Minamata Convention, Kenya is a signatory to the Basel Convention on
the Transboundary Movement of Hazardous Waste Disposal, which it ratified on Ist June, 2000, and
the Rotterdam Convention which it ratified on 3rd February, 2005, as a demonstration of its

commitment to address threats posed by pollutants such as mercury.
3. Employee welfare

The Ministry continuously ensures that the hiring process is guided by the employment Act of Kenya
which takes into account the gender ratio and stakeholder engagement. The amendments of the
employment Act of 2007 by the employment (amendment) Act 2021 which come into force on 158

April, 2021takes into consideration changes in the employment sector including provision on pre-

Xiv
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adoptive leave. Training programs are also arranged by the Ministry through the project to build and

enhance capacity for the staff while the Ministry also ensures compliance with Occupational Safety and

Health Act of 2007, (OSHA)

Market place practices-

The organisation should outline its efforts to:

a)

b)

Responsible competition practice.

The Ministry through the project ensures responsible political involvement, fair competition,
respect for competitors and responsible competition practices when engaging third parties to
provide services and/or goods while also ensuring that the staff' do not engage in corrupt and an
ethical behaviour.

Responsible Supply chain and supplier relations-

The Public Procurement and Disposals Act of 2015 guides the project in the engagement of
suppliers of goods and services which ensures that the terms of engagement are adhered to.
Responsible marketing and advertisement-

The Ministry through the project is committed to maintain high ethical marketing practices in

the implementation of the project activities.

d) Product stewardship-

4.

Integrated Sound Management of Mercury in Kenya’s ASGM Project is geared towards
improving the production practices and work environment of artisanal and small-scale gold
mines which is aimed at demonstrating a pathway to cleaner and more efficient small-scale gold

mining practices that benefit everyone, from mine to market.

Community Engagements

The project works with a multitude of partners and communities to achieve the project’s objective. The

project developed a summary/overview of all the project’s stakeholders and partner initiatives, what

these stakeholders/initiatives are currently doing to address the project objectives, what the role of the

partner/initiative will be in the project’s implementation, as well as the assumptions and expected

results that will be achieved by the project’s partners that are critical for the achievement of the results

of this project.
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4. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secretary for the Ministry of Environment and Forestry and the Project Manager for the
Kenya GOLD Mercury Free ASGM project are responsible for the preparation and presentation of the
Project’s financial statements, which give a true and fair view of the state of affairs of the Project for and

as at the end of the financial year (period) ended on June 30, 2021.

This responsibility includes (i) Maintaining adequate financial management arrangement and ensuring
that these continue to be effective throughout the reporting period; (ii) Maintaining proper accounting
records, which disclose with reasonable accuracy at any time the financial position of the project;
(iii)Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial statement, and ensuring that they are free from material misstatements,
whether due to error or fraud;(iv) safeguarding the assets of the project; (v) Selecting and applying
appropriate accounting policies; and (v) Making accounting estimates that are reasonable in the

circumstances.

The Principal Secretary for the Ministry of Environment and Forestry and the Project Manager for
Kenya GOLD Mercury Free ASGM project accept responsibility for the Project’s financial statements,
which have been prepared on the Cash Basis Method of Financial Reporting, using appropriate

accounting policies in accordance with International Public Sector Accounting Standards.

The Principal Secretary for the Ministry of Environment and Forestry and the Project Manager for
Kenya GOLD Mercury Free ASGM project are of the opinion that the Project’s financial statements
give a true and fair view of the state of Project’s transactions during the financial year/period ended June
30, 2021, and of the Project’s financial position as at that date. The Principal Secretary for Ministry of
Environment and Forestry and the Project Manager for Kenya GOLD Mercury Free ASGM project
further confirm the completeness of the accounting records maintained for the Project, which have been
relied upon in the preparation of the Project financial statements as well as the adequacy of the systems

of internal financial control.
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The Principal Secretary for the Ministry of Environment and Forestry and the Project Manager for
Kenya GOLD Mercury Free ASGM project confirm that the Project has complied fully with applicable
Government Regulations and the terms of external financing covenants, and that Project funds received
during the financial year/period under audit were used for the eligible purposes for which they were

intended and were properly accounted for.
Approval of the Project financial statements

The Project financial statements were approved by the Principal Secretary for the Ministry of
EnvironmeT an\ Forestry and the Project Manager for Kenya GOLD Mercury Free ASGM project on

(4 |
S

2021 and signed by them.

. WCI"

N4
Principal Secretary Project Manager Project Accountant:
Name: Dr. Chris Kiptoo, CBS Name Mayiani Saino Name: Kiprono Patrick

[CPAK Member Number: 12541
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HEADQUARTERS

REPUBLIC OF KENYA
Anniversary Towers

Telephone: +254-(20) 3214000

E-mail: info@oagkenya.go.ke

Website: www.oagkenya.go.ke Monrovia Street
(o)

FFICE OF THE AUDITOR GENERAL P.O. Box 30084-00100
NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA GOLD MERCURY FREE ASGM
PROJECT GRANT/PROJECT NO.GEF/UNDP/GOK-00108253 FOR THE YEAR
ENDED 30 JUNE, 2021 - MINISTRY OF ENVIRONMENT AND FORESTRY

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

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

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

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

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

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

| have audited the accompanying financial statements of Kenya Gold Mercury Free
ASGM Project set out on pages 1 to 32, which comprise the statement of financial assets
as at 30 June, 2021, and the statement of receipts and payments, statement of cash flows
and the statement of comparative budget and actual amounts for the year then ended
30 June, 2021, 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. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Kenya Gold Mercury Free ASGM Project as at 30 June, 2021, and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Cash Basis) and comply with the
Financing Agreement between United Nations Development Programme (UNDP) and
the Government of the Republic of Kenya and Public Finance Management Act, 2012.

Basis of Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of Kenya Gold Mercury Free ASGM Project in
accordance with ISSAI 130 on Code of Ethics. | 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. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters
Key audit matters are those matters that, in my professional judgement, are of most

significance in the audit of financial statements. | have determined that there were no key
audit matters to report in the year under review.

Other Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts for the year ended
30 June, 2021 reflects actual receipts of Kshs.30,019,000 against budgeted receipts of
Kshs.50,000,000 resulting in a short fall of Kshs.19,981,000 or 40% of the total budget.

In addition, actual expenditure for the year amounted to Kshs.21,984,572 against the final
budgeted expenditure of Kshs.50,000,000 resulting to wunder absorption of
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Kshs.28,015,428 for which Management attributed to delay in constituting the project
management unit and delay in consultancies and recruitment of staff.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed, |
confirm that, nothing has come to my attention to cause me to believe that public
resources has 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 |
comply with ethical requirements and plan and perform the review so as to obtain limited
assurance as to 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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the procedures
performed, | 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 of Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit so as to obtain limited assurance as to whether
effective processes and systems of internal control, risk management and governance
were operating effectively, in all material respects. | believe that the audit evidence | 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 the 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 governance.
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In preparing the financial statements, Management is responsible for assessing the
Project’'s ability to sustain its services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Project or cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
Projects activities, financial transactions and information reflected in the financial
statements are 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 Project’s financial
process, reviewing the effectiveness of how the Project 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, are in place, 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 ISSAls 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.

In addition to the audit of the financial statements, a compliance review 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.

Further, in planning and performing the audit of the financial statements and review of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
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the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. 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
Project’s policies and procedures may deteriorate.

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

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

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

e Conclude on the appropriateness of the Management’'s use of the sustainability of
services basis and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Project’s ability to sustain its services. If | conclude that a material uncertainty
exists, | 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 Project to cease to sustain
its services.

e 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.

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

e Perform such other procedures as | consider necessary in the circumstances.
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| 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.

| also provide Management with a statement that | 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.

CPAN »CBS
AUDITOR-GENERAL

Nairobi

25 November, 2021
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Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements
For the financial year ended June 30, 2021

6. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 30TH

JUNE 2021.

KShs

RECEIPTS

Transfer
from
Government
entities

Proceeds
from
domestic and
foreign
grants

30,019.000

30,019.000

Loan from
external
development
partners

30,019,000 |

Miscellaneou
s receipts

TOTAL
RECEIPTS

30,019,000

30,019,000

30,019,000

PAYMENT
S

Compensatio
nof
employees

12,836,406

12.836.406

12,836,406

Purchase of
goods and
services

9,148,166

9,148,166

9,148,166

Social
security
benefits

Acquisition
of non-
financial
assets

Transfers to
other
go\'ernmenl
entities

€= ux



Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements
For the financial year ended June 30, 2021

Other grants - ] = 5 - -

and transfers
and
payments
TOTAL - . -
PAYMENT
S 21,984,572 21,984,572 21,984,572
SURPLUS/ ; -
(DEFICIT) 8,034,428 8,034,428 - 8,034,428

Note: The project started in the F/Y 2020/2021 and hence no comparative figures.

10

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

statements.
: \\Q\xoif' [
7
Principal Secretary Project Manager Project Accountant:
Name: Dr. Chris Kiptoo, CBS Name Mayiani Saino Name: Kiprono Patrick

[CPAK Member Number: 12541



Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements .
For the financial year ended June 30, 2021

7. STATEMENT OF FINANCIAL ASSETS AS AT 30TH JUNE 2021

FINANCIAL ASSETS

Cash and Cash Equivalents

Bank Balances

11.A

8,034,428

Cash Balances

11.B

Cash Equivalents (short-term deposits)

11.C

Total Cash and Cash Equivalents

8,034,428

Accounts Receivables

12

TOTAL FINANCIAL ASSETS

8,034,428

FINANCIAL LIABILITIES

Payables- Deposits and Retentions

13

NET ASSETS

REPRESENTED BY

Fund balance b/fwd

14

Prior year adjustments

15

Surplus/(Deficit) for the year

8,034,428

NET FINANCIAL POSITION

8,034,428

Note: The project started in the F/Y 2020/2021 and hence no comparative figures.

The accounting policies and explanatory notes to these financial statemerts Trm an integral part of the

( 2021 and signed by:

il

Project Abljountant
pate |9 [11[202]
ICPAK Member No. 12541

financial statements. The financial statements were approved on M

Qo

Project Manager

Date |4 \ {( \&oal

Principal Secretary

Date [ﬁlu\ﬂ



Kenya GOLD Mercury Free ASGM Project
- Reports and Financial Statements
For the financial year ended June 30, 2021

8. STATEMENT OF CASHFLOW FOR THE PERIOD 30TH JUNE 2021

CASHFLOW FROM OPERATING

ACTIVITIES

Receipts from operating activities
Transfer from Government entities 1 - -

Proceeds from domestic and foreign grants 2 30,019,000 -
Miscellaneous receipts 4 - -

Payments from operating activities
Compensation of employees

12,836,406 :
9,148,166 -

Purchase of goods and services

Social security benefits

Transfers to other government entities
Other grants and transfers 10 - -

Adjustments during the year - -
Prior Year Adjustments 15 - -
Decrease/(Increase) in Accounts 16 - -
Receivable
Increase/(Decrease) in Accounts Payable: 17 - =

Net cash flow from operating activities 8,034,428
CASHFLOW FROM INVESTING -
ACTIVITIES

Acquisition of Assets 8

Net cash flows from Investing Activities
CASHFLOW FROM BORROWING - -
ACTIVITIES

Proceeds from Foreign Borrowings 3

Net cash flow from financing activities
NET INCREASE IN CASH AND CASH - -
EQUIVALENTS
Cash and cash  equivalent at 11 - -
BEGINNING of the year

Cash and cash equivalent at END of the 11 -
year 8,034,428

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

finaggia] state The entity financial statements were approved on
<~
- C\/L/"'

Principal Secretary Project Manager Project Accountant

Date \Q(“\M Date [C\(“ ‘QO&P Date ]"[“ (?,O‘L)

ICPAK Member No: 12541

1 and signed




Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements
For the financial year ended June 30, 2021

9. STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Receipts

Transfer from Government
entities

Proceeds from domestic and
foreign grants

50,000,000

NIL

50,000,000

30,019,000

19,981,000

60%

Proceeds from borrowings

Miscellaneous receipts

Total Receipts

50,000,000

NIL

50,000,000

30,019,000

100
Y%

Payments

Compensation of
employees

20,112,000

20,112,000

12,836,406

7,275,594

64%

Purchase of goods and
services

29,888,000

29,888,000

9,148,166

20,739,834

31%

Social security benefits

Acquisition of non-financial
assets

Transfers to other
government entities

Other grants and transfers

Total Payments

50,000,000

NIL

50,000,000

21,984,572

28,015,428

44%

Note: The significant budget utilisation/performance differences in the last column are explained in Annex 1 to

these financial statements.
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Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements
For the financial year ended June 30, 2021

10. SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements are set out

below:

10.1 Basis of Preparation

10.2 Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS financial reporting
under the cash basis of accounting, as prescribed by the 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.

10.3 Reporting entity
The financial statements are for the Kenya GOLD Mercury Free ASGM Project under National
Government of Kenya. The financial statements encompass the reporting entity as specified in the
relevant legislation PFM Act 2012 .

10.3.1 Reporting currency

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

currency of the Project and all values are rounded to the nearest Kenya Shilling.



Kenya GOLD Mercury Free ASGM Project
Reports and Financial Statements
For the financial year ended June 30, 2021

10.4 Significant Accounting Policies

a) Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs, and the related cash

has actually been received by the Government.

i) Transfers from the Exchequer

Transfer from Exchequer is be recognized in the books of accounts when cash is received. Cash is

considered as received when payment instruc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>