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l. NATtrON.AI- TIIII,ASURY In*F-ORMATION AND MAn*ACF]lVlItNT

(a) tsackground Information

The National Treasury was established via the Executive Order No. 2 ol-May 2013. The basis
ibr establishment of the National Treasury is found in Article 225 (t) of the Constitution of
Kenya which states that an Act of Parliamenl shall provide lor thc establishntent, functions and

responsibilities of the National Treasury. This lias bccn actualized in Section l1 and l2 of the
Public Finance Management (PFM) Act2012.
At Cabinet level, the National Treasury is representcd by the Cabinet Secretary for National
Treasury and Planning, who is responsible for the general policy and strategic direction of the
Ministry rvith the assistance of the Chief Adrninistrative Secrctary.
Vision
"Excellence in economic and public financial management, and developnrent planning".
Mission
"To provide leadership in econonric and public financial rranagement. for sltared grorvtlr
through formulation, intplementation and monitoring of econotlic and financial policies".
Core Values
The National Treasury is guided by the following core values: Customer Focus, Results
Oriented, Stakeholder Participation, Professionalism, Accountability, Integrity and Transparency
and Teanrwork all geared towards excellence in service delivery.

i\{andate of the National Treasury
The National Treasury derives i{s niandate from Article 225 of the Constirution, Public Finance
N4anagement Act 2012 and the Executive Orders No.2/2013 and No.1/2018. The National
Treasury will be executing its rnandatc in consistency with any other legislation as may be

dcveloped or reviewed by Parliatnent frottr titne to tirtie.

The core functions of theNational Treasuryas derived frornthe above legal provisions include;

Formulate, implement ahd monitor n'racro-econonric policies involving
expenditure and revenue:

Manage the level and composition of national public debt. national guarantees

and other financial obligations of national government;

Fomrulate, evaluate and promote economic and financial policies that facilitate
social and econornic development in conjunction with other national gorremment

entities;
Mobilize donrestic and extemal resources for financing national and county
govcrnlrlent budgctary rcquiremenls:
Design and prescribe an efficient financial nranagenrent systenr for the national
and county govemments to ensure transparent financial management and

standard fi nancial reporting.
In consultation with the Accounling Standards Board, ensure that unifonn
accountlng standards are applied by the national government and its entities,
Devclop policy for the establishnrenl, managemellt,
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opcratioli and n,inding tlp o1 pLlbllc lirnds,

' Preparc the annnal I)ivision o1' Ilcvcnue Bill and thc Cor.rnty Allocatiolt of
Revenue Rill,

. Stt'cngthen financial and fiscal relations bctu,een thc national govetrllueltt and

colntty go\/ernntents and encourage suppofi for cottnty governlnents;
. Assist county governlnents to develop their capacrty for elficient, effectivc and

transparenl financial managcment:
. To prepare the National ISudget. execute/implclltcnt and control approved

budgetary resollrces to MDAs and other Government agcncies/entities; and
. Coordination and intcgration of public pons, railway and pipeline scrvices.

Ilole of the National Treasur,v in the Devolved System of Government
The National 'Ireasury is mandated by law to:

. Strengthen financial and fiscal relations between the National Governtnent and

County Govemments and slrpport for county governments in perfonnrng their

funct ions;
. Issue guidelines on the preparation of coultty developnrent plannin-e;
, Preparc the annual legislative proposals on itrtergovernllental fiscal trausfers:

' Provide logistical support to intergovernntental institutions overseeing

intergovemmental fi scal relations;
. Coordinate the development and implementation of financial l'ecovery plans for

County Goventments that are in financial distress:
. Build capacity of County Governnrents on public flnatrce managentent matters

for efficient. effectivc and transparenl financial marragement as u,ell as planning.

morritonng and evaluation and:

' Administcr the Equalization Fund.

(b) Key Management
The National Treasury day-to-day management is under the following key offices:

Office of the Principal Secretary
The Office of the Principal Secretary is responsible for the day-to-day administration of the

National Treasury operations and is the accounting officer. In addition, the Principal Secretary is

charged with the responsibility of providing advicc 10 the Cabinet Secretary in order to enhance

efficiency and collective responsibility.

Organizational structure of the National Treasurv

Thc National Trcasury is organized into five (5) technical Dircctorates headed by Dircctors

General and ( l) Administrative and Supporr Services Directorate headed by a Principal

Adntinistrative Secretary. Each Direclor General is rcsponsible for a Dircctoratc corlprising a

cluster of Depaaments responsible for rclated policy functions. In addition, the Treasury lras two

independent departments namely Public Procuretncnt and Internal Auditor General both of
which are headed by Directors. Thc Dircctorates and Depafltrtcnts are as follows:

VI
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Directorate of Budget, Fiscal and Econornic Affairs

The Dircctorate is hcaded by a Director Gcneral, reporting to tltc Principal Secretary. National
Treasury. It is organized into the following four (4) 'fechnical Dcpartntents each headed by a

director:
. Budget Depanment;
o Macro and Fiscal Affairs Departnrent
o Financial and Sectoral Affairs Departrnent;
o lnter-Govemnrenlal F-iscal Relations Department

Directorate of Accounting Services and Quality Assurance

The Directorate is headed by a Director General reporling to the Principal Secretary, National
Treasury. It is organized into the following four (4) 'technical f)epartments each headed by a

Director:
. GovernrnentAccountingServices;
o Financial Managemenl Information Systerns (FMIS)
o National Sub-County Treasuries.
. Governlnent Digital Paynents Unit.

Directorate of Portfolio Management

The Directorate is headed by a Director General, reporling to the Principal Secretary. It is

organized into the following four (4) Technical Depafinrents each headed by a Director:'
o Governnrent Investlrent and Public Enterprises,
. National Asscts and Liabilities Management;
o Pensions Department.
. Public lnvestment 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 cach headed by a f)irector:
r Resource Mobilization (Front Office);
o Debt Policy, Strategy and Risk Management (Middle Office);
. Debt Recording and Settlement (Back Office).

Directorate of Public Private Partnership Unit

The Directorate is headed by a Director General, repoflitrg to the Principal Secretary on nratters

relating to Public Private Partnership.
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Directorate of Administrative and Support Services (Common Shared Services)
The Directorate is headed by a Prirrcipal Adnrinistrative Secretary, reporting to the Principal
Secretary. It is organized into trvelve (12) specialized functions offering conrmon shared
services. The comnron 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 include:

o Accounting,
o Finance,
. I-luman Resource Management and Development,
o Central Planning and Project Monitoring,
. Supply Chain Management,
. Legal,
. Public Communications,
e GeneralAdministration,
. Records Management;
o Intemal Audit:
o ICT
o Governllent Clearing Agency

(C) Fiduciary Management
The key management personnel who held office during the financial year ended 30th ltrne 2022
and u,ho had direct fiduciary responsibility were:

vlll



NO
1

2.

3. Ag. Director Gcncral, BFEA
Dircctor General, Accountin.q Sen,ices4 Mr. Bernard Ndune'u. MBS

5 Ag. Director General. PIPM Eng. Stanley Kamau

6 Director General PDMO
Director General. PPP

Dr. Haron Sirrna. OGW
7 Mr. Christopher Kirigua, OGW
8. Director, Macro and Fiscal Affairs Departmenl

Dircctor, Budget Department
Mr. Musa Gathanje

9 Mr. Francis Anyona, OGW
10. Dircctor, Financial and Scctoral Affairs Departmcnt Prof. Calgalo Barako, OGW
11. Dircctor, Public Procurement Department Mr. Eric Korir
12. Director, Intergovemmental Fiscal Relatrons Departn-leul Mr. Albert Mwenda, HSC
13. Deputy Internal Auditor Ceneral Ms. Jane Micheni
t4 Ag Director', Government Accountinq Services Departrnent Mr. Jona Wala
15 Ag Director. National Sub County Treasuries Mr. Francis Kariuki, OGW
16. Dircclor, Financial Mana.gement Information System Mr. Stanley Kaman.quya, OGW
t1. Director, National Assets and Liability Managenreut Mrs. Veronicah Okoth
18. Director, Govenrment Investment and Public Enterprises Mr. Kennedy Ondieki
19. Dircclor, Pcnsions Departnrent

Direclor, Resource Mobilization Departnrent
Mr. Michael Kaeika. EBS

20. Mr. Moses Kanasi
2t Director, Debt Policy. Stralegy and Risk Managenrent

Departrnent
Mr. DanielNdolo

22. Ag Director, Debt Recording and Scttlcmenl Department
Secretary Administration

Mr. George Kariuki
23. Mr. Hirarn Kahiro, OGW
24. Head, Accounts Division Mr. Nemwel Motanya
25. Ilead. Finance Mr. Ambrose Ogango
26. Head, SCM Mr. Aggrey kituyi
21. Head. Intemal Audit Unit Mr. Esther Ngeru
28. Director. Human Resource Managernent and Development Ms. Susan Mucheru
29. Ag Director, Information Communication and Technology M1s. Lyntr Nyongesa
30. Head, Central Planning and Project Monitoring Unit

Head, Public Communications
Mr. Antorry Muriu, HSC

3l Ms. Catherine Njoroge
32 Programnte Coordinator, Public Financial Managenrent

Reform Secretariat
Mr. Julius Mutua
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Dcsr ron Naruc

Princi I Scc Dr. Julius Muia, PlrD CBS
I Administrative Secrc Mr. Arnos Gathcch EBS

Mr. Albert Mwend HSC

(d) Fiduciary Oversight Arrangements

To manage thc fiduciary risk, the National Treasury has put in place fiduciary oversight
arrangenlents including setting up cornmittees. The key oversight arrangenrents include:

Internal 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-
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based audlts.'l'he Unit reports drrcctly to thc Accountirtg Ofllccr on a rcgular basrs

Audit Committees

ln linc with the Public Finance Managenrcnt Act, tlie National Treasury has established a

Ministerial Audtt Comrnittce conrprising flve rncnrbers. tltrce of whom are independent. l'he
Cornniittee provides overall oversight and quality assurance including follorv up ol't the

etfectiveness of rmplementation of audit recornuendations.

Fufiher, the National Treasury eslablished an audit committee cornprising off-rcers from all
departments of the Ministry, under the chain-rranship of the Senior Chief F-inance Officer. The

Cornrnittee reviews and analyses all audit queries and makes recommendations on ho\ / to
reduce fiduciary risks. In addition, the conrnrttce prepares responses to all audit queries for
preselltation to the relevant committees of parliarnent.

Project Implementation Committee

To rnonitor the implementation of the Governntent's Infrastructure Projects, the National
Treasury has established a Project Steering Comrnittee Coluprising Principal Secretaries from
irnplelnenting Ministries and appointed a technical committee cornprising officers frotrr the

tcchnical departments of the Ministry. 'fhe Con-rrnittees revierv and analyse the progress nrade

by rninistries in the inrplententation of domestically and extcrnally funded projects arrd advises

accordingly.

Parliamentary Activities

In order to effcctively manage thc parlranrentar) activitics relating to the Ministry. the National
Trcasury has established a conrmittec and designated a liaison officer to coordinate the activities
under the Office of the Cabinet Secretary in consultation with the Office of the Chief
Admini strative Secretary.

Development Partner Oversight

To cffectively manage Official Developrrrent Assistance to the Govemment, the National
Treasury has under the Public Debt Management a department responsible for all matters

relating to Development Partners. The Departmenl has various Units that coordinate different
development partner activities in the Country.

Other fiducrary oversight arrangements include the following committees with specific
objectives;

Top Managcment Comrnittee and Other Cornrnittees
To monitor the irrrplernentation of thc Ministry's programmes and performance. the National
Treasury has appointed Top Managenrent Conrmittce cortrprising of Directors Gcneral. The

Comrnittee receivcs reports from departments, build consensus on National Treasury

x
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rcsponses to enrcrging issues. challengcs and risks and ensures that the dccisions nradc arc
inrplcnrented in a tintely lnanner. Additionally. thc -freasury constitutcd Ad hoc Comrnittees to
l.rar,dle speciflc assignrnents in thc Financial Y ear 2020121 .

Public Financial Management Sector Working Group

To facilitate the inrplementation of financial nranagernent reforms, the National 'freasury has
appointed senior offlcers to the Public Financial Management Sector Workins Group. The
Cor.nmittec plays an oversight role in tlre implernentation of financial refonns in the public
service in collaboration with thc development partners.

Budget Implementation Steering Committee

In order to effectively nronitor the irnplenrentation of the National Government budget
implcnrentation, 'l'he National Treasury has established a steering Comrrittec chaired by the
Cabinet Secretary, National Treasury and Planning. The Principal Secretaries for the National
Treasury and State Department of Planning provide gerreral oversight in the Budget
implenrentation.

Budget Implementation Technical Committee

The Cornmittee is chaired by the Principal Adrninistrative Secretary and conrpriscs the Directors
General and various lleads of Departmerrt. The Comrnittee is responsible for nronitoring the
actual irnplementation of the identifred nreasurcs and programrnes and reponing detailed
progress on the sarne regularly.

Budget Implementation Ministerial Committee

To monitor the inrplenrentation of the Ministry's budget, programrnes and activities. the
National Treasury has appointed a conrmittee comprising of officers from all the Departments of
the Ministry. The Comnrittee reviews and analyses the progress made by Departrlents in the
irnplernentation of budget and the planned progranrmes and activities and advises the
managemerrt accordingly.

Monitoring and Evaluation

The Ministry undertakes rnonitoring and evaluation exercises to establish progress nrade in the
itnplementation of various programnres and projects including those that are funded by the
development paftners.
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The National Treasurv Ileadquarters

P.O. Box 30007- 00100.
Treasury Building,
Harambee. Avenue
Nairobi Kcnya

The National Treasury Contacts

Tel ephon e'. (25 4)020 -2252299
Ernail: Communicatron treasurv.oo.ke
Website : www.treasury. go.ke

The National Treasury Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Independent Auditors

Office of the Auditor General
Anniversary Towers. University Way
P.O Box 30084
GPO 00r00
Nairobi, Kenya

Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2.I. FORE\\/ORD BY THE CABINET SECRETARY

Irr accordance with Section 12 of the Public Finauce Manageurent Act. 2012, the National
Treasury is responsible for coordinating the country's economic and financial n'ranagement.
Overall, the National Treasury has continued to rnaintain a policy environmenl that is conducive
to econonlic growth and development of the country.

The Kenyan economy demonstrated renlarkable resilience to the COVID-I9 shock and
expanded by 7.5 percent in 2071, a much stronger level from a contraction of 0.3 percent in
2020 (Chart I ). This economic recovery was mainly supported by the recovery in the service
and industry sectors despite the subdued perfonnance in the agricultural sector.

Cliart l: Annual Real GDP Growth Rates
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Data Source: National Treasury: Quarte,rly Economic and Budgetary Review, Septentber, 2022

In the first quarter o'f 2022, the econorry expanded further by a rernarkable 6.8 percent
compared with a growth of 2.7 percent in a similar quarter in 2021 (Chart 2). The strong
perfonnance was supported by continued recovery in nranufacturing, transport and storage,
accommodation and food services, rvholesale and retail trade, Professional, administration and
support services and financial and insurance sectors.
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Chart 2: Quartcrly Rcal GDP Gron,th Rates

Data Source; National Treasury: Quarterll; Econontic and Budgetarv Review, Septentber, 2022

Sectoral Growth rates

Activities in agriculture. forestry and fishing sector remained subdued in the first quarter of
2022 mainly attributed to depressed rainfall during the fourth quarter of 2021 as well as delayed
onset of rains during the firs1 quarter of 2022, thereby leading to reduced agricultural
production. The sector is estirnated to have contracted by 0.7 percent in the first quarter of 2022

compared to 0.4 percent growth in the first quarter of 2021. The poor perfonnance of the sector
was mainly due to the significant decline in horlicultural expofls and tea production. The
sector's perfornrance was however cushioned from a steeper slurnp by the increase in production
of cane. rnilk. and coffee. The sector's contribution to GDP growth was -0.1 percentage points
in the first quarter of 2022 compared to 0.1 percentage points contribution in the sanre quarter in
2021 (Chart 3).

The biggest contribution to the growth was recorded in the Services Sector. The recovery of
activities in the services sector continued in the first quarter of 2022. The sector grew by 9.1

percent in the first quarter of 2022 conlpared to a growth of 3.2 percent in the same quarter in

2021 . The strong growth was largely characterized by significant recovery in transportation and

Storage (8.1 percent). accommodation and food services (56.2 percent) and Professional,
Administrative and Support Services (14.9 percent). The sector was also supported by strong
growths in financial and insurance services (14.4 percent), and wholesale and retail trade (8.7

percent). The services sector contributed 5.1 percentage point to real GDP growth in the first
quarter of 2022 compared to the I .8 percentage point contribution in the same quarter in 2021 .
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Chart 3: Sectoral contribuliol'rs lo Rcal (iDP Crowth
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Additionally, activities in the lnanufacturirrg sub-sector were more vibrant in the first quarter of
2022 compared to the same quarter in 2A21. The sub-sector grew by 3.7 percent in the first
quarter of 2022 colnpared to a 2.1 percent growth in 2021. The ilriproved perfonnance was
supported by both the food and non-food components. The food cornponent that registered
substantial growth was processing of coffee u,hile the non-food component grourth rvas

supported by substantial grou,th in celrrent production.

lrrflation
The year-on-year inflatiort rate increased to 7.9 percent in Jur-re 2022 (slightly above the 7.5

percent upper bound) frorl 6.3 percent in June 2021 mainly due to higher food and fuel prices.

Notwitlrstanding this, the increase was moderated by Government measllres to stabilize fuel
prices, lower electricity tariffs and subsidies on fenilizer prices. Additionally, the recent waiver
of irnport duties and levies on u4rite rtaize, the subsidyon retail prices of sifted maize flour, and

the reduction in VAT on LPG will further moderate dornestic prices. Overall annual average
' inflation rernained within Go.i,ernment targel range at 6.3 percent in June 2022 contpared to the

5.3 percent recorded in June 2021.

Exchange Rates
The foreign exchange market has largely renlained stable despite the tight global financial
conditions attributed to strengthening of the US Dollar. The Kenya Shilling to the US Dollar
exchanged at KSh. 117.3 in June 2022 compared to KSh. 107.8 in June 2021. Over the same
pcriod, the Euro exchanged at KSh. 124.1 compared to KSh. 130.1 while the Sterling Pound
exchanged at KSh. 144.8 compared to KSh. I 5 I .5.

In comparison to most Sub-Saharan Africa curencies, the Kenya Shilling has remained
relatively stable weakening by 8.8 perccnl against the US Dollar (Chart 4). The depreciation rate

of tlrc Kenya Shilling was lower than that of Botswana pula, Namibian Dollar, South African
Rand, Malawi Kwacha and Ghanaian Ccdi. The stability in the Kenya Shilling was supported by
incrcased remittances, adequate forcign exclrange reserves and improved exports.
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Chart 4. Pcrfbnnance of Sclected Sub-Saharan Countries Currencies against the US Dollar
June 2021 to June 2022
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Data Sotrrce: Nalionctl Treasuryt; Quarterlv Economic and Budgelarv Review, Septentber, 2022

Overall. leading economic indicators including interest rates, Foreign Exchange Reserves

balance of payrnents and, rroney and credit for the fourth quaner of 2021and the first quarter of
2022 recorded stable performance and point to strong recovery from the adverse irrrpact of the

COVID-19 pandernic.

Going forward, the National Treasury is conrmitted to pron-totir-rg Growtlr enabling investllents
through the irnplementation of the Econonric Recovery Strategy. Specifically, the National
1'reasury will:

l. Scale-up the COVID-19 response;

2. Reduce debt vulnerabilities through revenue-driven fiscal consolidation plan that target

to stabilize the debt to GDP ratio and subsequently put it on a downward path:

3. Support structural and governance refonns while addressing weaknesses in state-owned

enterprises; and,
4. Strengthen monetary policy framework and support financial stability.

) UKUR YATANI, EGH
CABINET SECRETARY
THE NATIONAL TREASURY AND PLANNING
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2.2. STATtsMEn'T BY TX{E PITINCIPAI- SECR.ETARY
Budget performance
The National Treasury expenditLrre fbr the FY 2021l22 stood at KSh. 106.08 billion against an

approved budget of KSh. 167.9 billion translating to an overall absorption rate of 63 percent as

demonstrated in thal pie charl belou,.

Chart 5: l'otal Allocation against Total lixpenditure ( KSh. Billion)

Total Allocatiorls against Total Experrditure (KSh. Billions)

, Total Expenditure - Gross Allocation

Total Expenditure,
106.08

Gross Allocation,
767.9

The National Treasury implemented the 2021122 budget within five economic
classifications/programtnes. These were General Adtninistration, Planning and Support
Services, Public Financial Managenrent, Econotrric and Finarrcial Policy Fonnulation and

Management, Market Corupetition and Creation of an Enabling Business Environmeut,
Government Clearing Services. Rail Transpot-t and Marine Transport. The latter tu/o
programmes were transfened to the National Treasury by an executive directive that merged the
ports, rail and pipeline services.

As demonstrated in the bar chart below, Market Competition and Creation of Enabling Business

Environnrent Programlne had the highest absorption at 100 percent followed by Economic and

Financial Policy Formulation and Management at 82 percent, General Adnrinistration at 78

percent, Marine Transporr 75 percent, Governtrrent Clearing Sdrvice al ll percent, Rail
Transport at 68 percent, and Public Financial Management at 38 percent. The 100 percent

absorption rate in Market Cornpetition and Creation of an Enabling Business Environmenl
programme is attributed to transfers to Semi Automonous Government Agencies (SAGAs)
under the National Treasury which implemented this programme.

The low absorption rate in Public Financial Management programme relates to lower than

arrticipated execution on the following sub-programmes; Resource Mobilization, Budget
Fomrulation, Coordination and Managernent, and Governrncnl Investment and Assets. The
underperfomtance in Resource Mobilization sub-programme is attributed to a nuntber of factors
relating to irnplementation of extcrnally funded projects. These include delay in granting of
letter of 'no objection 'froll Dcvelopment Partner funding Aid Effectiveness project, delay in
restructuring and signing of contracts under the lnfrastructure Finance for Public Private
Partnerships project, lengthy procurernent processes relating to Global Fund comtnodities, and

delay in approval of County Allocation of Revenue Act 2021 to enable execution of

xvll
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budget ultder the Kenya Financing I-ocally-led Clirnate Action Prograrrrnre.

Under Budget formulation sub-programrne, the Equalization Fund budgetary allocation for FY
2021122 of KSh. 6,825,317,433 was not transferred to the Equalization Fund bank account due
to lack of an appropriate legal frarnework that enable disbursement of funds to beneficiaries
counties. Under the Govemn'rent lnvestnrents and Assets sub-Prograrnrle, Kenya Airways did
not place a request for the transfer of KSh. 13.9 billion intially eannarked for the entity by the
closure of the Financial Year.

Chart 6: Budget Execution (KSh. Billions) and proportion (%) by Programme

Budget Execution (l$h. Bitlions)and Absorption (%) bV Programmes

r Budget in (KSh. billion) n Expenditure (KSh. billion) % Absorption
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Key Achieventeltts

E,nhanced Revenue Coll ection

The ecorromic recovcry undenvay coupled with inrprorred business environment resulted to a

strong rebound in revenue collection. As at end June 2022, ordinary revenues anrounted to
Ksh.l.919 trillion rccording an above target collection of Ksh 67.5 billion. This perfonrrance is
a growth of 22.9 percent over the previous year

Other key achievements during the period under review are as follows;

Developed thc Draft National Tax Policy to guide tax administration and revenue

collection. The policy sets out broad parameters on tax policy and related tax matters in

Kenya, with the objectives of providing policy guidance on the collection, enforcenrent

and administration of tax laws; the basis for review and development of tax lau,s;

guidelines to stakeholders including investors on tax policy matters; guiding principles

for the Kenyan tax systern; and a legal franrework for granting tax incentives to various

sectors of the economy;

Developed thc draft infonnation security (PFM Systenis) policy to provide guidelines for
the holistic managenlent of information security risks u,ithin PFM systems operational

envirorunent including but not limited to Inlbrmation Security sovernance, cyber

security management, systelns and applications security, communication security and

hurnan resollrce security;

Facilitated the National Police Service by leasing 3,400 vehicles towards enhancing

security;

Developed the processes and procedures manual for Credit Guarantee Scheme;

Mobilized over KSh. l0 billion for IIIV, TB and Malaria interventions:

Developed the debt risk rnanagement framework;

Mobilized external resources amounting to Kshs.l4 billion for the purposes of financing

COVID 19 r,accine acquisition, procurement. deployment and other related health

interventions aimed at mitigating the effects of COVID I 9 Pandemic;

Developed the e- Govemrneut Procurement Systent.

Emerging lssues

The crnerging issues that have inipacted the operations of the National Treasury include;

Transition to ncw Government will require re-alignnrent of tlre cxisting plans and

strategies to accommodate Emerging Prioritics under thc new administration.

Leveraging on ICT innovations in the delivery of services to the citizenry.

l.

It.

III.

I\I.

\/.

vi.
vii.
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. Change in Governrnent Policics thal led to adjustrncnl in thc inrplcnrcrrtalion of planned
programmes and projects.

o Eastcrn Europe Corrflict: - the ongoing conflict in Eastent [:urope. has prcscnted global
shocks and cl-rallenges in the lbnn o1'risrng global encrgy. fertilizer and lbod prices.

Chollenges

Some of the challenges the National Treasury faced while inrplcmenting the 2021122 budget
include:-
o Rcsource Constraint

The rationalization of the budgct, occasioned by underperlbtmance of revenue collectioti
and emerging govenrment priorities affected the irnplenlentation of programnres on training,
hospitality, transfcr of conditional grants to County Governments and to senri-autononrous
Agencies (SAGAs). The underperforrnance in revcnue also caused delays in disbursement of
funds by the National Treasury 1o MCDAs. The underperfonnance of county governments

own source revenue led to overreliance on transfers from the National Governtnent
occasioning rnore pressure on the exchequer.

. Inflationarypressures

The country experienced inflatioliary shocks that pushed the year-on-year inflation rate above

the upper bound target due to higher food and fuel process occasioned by global increases in
prices of imported comrnoditics.

Shor-tage of Key Technical Staff'a

Despite recruitrnent of staff across ccrtain cadrcs such as Economists and Accountants, thc

National Treasury continues to experience staff shortage across all cadres. This is mainly

attributed to natural attrition. The planned recruitment and promotion of staff by the appointing

authorities has been slou, hence affecting sen,ice delivery and succession ntanagellent

initiatives.
o Shortage of office space especially for key technical staff; and.

. lnadequale resourcing of the Monitoring and Evaluation function,

To surmount the above elnerging issues and challenges and ensure successful implementatiorr of
the National Treasury goals and objectives, the Ministry undertook the following: -

Continued to irnplement borrowing policy thal provides for domestic borrowing to plug the

financin-e gap created by non-perforn-ring revenue.

The effccts of the Eastern Europe Conflict on inflation and cosl of living were moderated by

tlre Governnrent's interventions including:

a

a
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i) Subsiding fuel pump prices;

ii) Waiving of taxes, fees and charges on rnaize and anillal feeds impot-ted into the

country;
iii) Setting aside KSh. 3.0 billion in April-June. 2022 f<>r a ferliliser subsidy to

support fanners during the last plantin-e season, with a further KSh. 2.7 billion set

aside for the next planting season in October,2022.
iv) Reducing electricity tariffs by l5 percent to lou'er the cost of pourer.

Continued to implement succession planning towards progressively filling in staff shofiage,
continued training and timely promotions.
Engaged other dcvcloprnent partners for concessional loans and grants as well as pursued

strategies to finance governrrent projects.

Recommendotions
. Increasing allocation to the National Treasury to facilitate effective nrobilization of

resources to finance public expenditure particularly towards facilitation and implementation

of post COVID-19 Economic Recovery Strategy and erlerging Government priorities;

. Reforms in Public Financial Manageurent and taxation shall be sustained to enable the

National Treasury to rlobilize adequate financial resources and cnhance absorption capacity,

o Sustained irnplementation of succession planning, especially u,ith respect to recruitnrent of
key technical staft

. Strengtliening Monitoring and Evaluation Framework and capacity;

. Continued leveraging on ICT to cnsure tirnely delivery of targcts;

. Enhancing working environmenl and sustained refurbishment of offices to provide

accommodation of staff.

. Prioritization of ongoing projects and fast tracking to ensure tirnely completion.

Going forward, the National Treasury will implement a risk rnanagement strategy that will
identify, monitor and control risks associated to its activities. This will include government
investments and cash flows, banking, money markets and capital market transactions as well as

borrowing.

JULIUS M. MUIA, PhD, CBS
PRINCIPAI, SECRETARY/ NATIONAL TREASURY

I
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3.0 STATE,M ENT OF PEII F-0It N{AI-CE A GAINST I'}nED n TIlItN{ I N E D OBJECTM,S

lntroductron

Section 8l (2) (0 of the Public Finance Management Act,20l2 requires that, at the end of each

financial year, the accounting olllcer rvhen preparing financial statements of each National
Govemnrent entity in accordaltce \ /rth the standards and formats prescribed by the Public Sector
Accounting Standards Board inchrdes a statenlent of the national goverxnlent entity's
perfonnance against predetermincd objeclives. The key development objectives of the National
Treasury's 2018-2022 Plan are to:

a) Strengthen or-uanization capacity for quality service delivery:

b) Enhance mobilization, allocation and utilization of public resources;

c) Ensure stable and sustainable macro-economic environntcnt:
d) Ensure market structures that encourage competition and orderly conduct of business;

Progress on Attoinment of Strotegic Development Objectives
For purposes of irrrplementing and cascading the above developrnent objectives to specific
sectors. all the developntent objectives were made specific, measurable. achievable, realistic and
time-bound (SMART) and converted into developrnenl outcorlles. Attendant indicators were
identified for reasons of tracking progress and perfonlance measurement: Below we provide tlre

progress on attaining the stated objectives:

MDA Progpam Strategic
Obiective

Outconre Indicator

General
Administratiorr.
Plarruing and
Support Senices.

To enhance
institutional and
hurnan rcsource
capacity for
quality delivery
of services

Efficient
effeclive
deliverir

and
servlce

No. of vehiclcs
leased

3,52[J security vehicles were leased
for the National Police Service
tou,ards enhanciuq security

Covenrtnetrl
Investmerrts
Management
Information
System (GlMIS)

Developed one Government
hrvestments Management
Infonnatiorr System (GIMIS)

% level
compliance
PSSS

of
to

On Boarded and maintained all
Pennanenl and Pensionable (P&P)
Public servants of agc 45 years and

belovv in the Public Service Super
Annuation Scheme (PSSS)

No. of Pension
claims processed

27.117 pensions clams have been
processed within 60 days of
submission.

Public Financial
Managemenl

To increase the

reliability,
stability and
soundness of the

Increased

reliability and

soundncss of the

financial sector

Annual National
Budget presented

to Parliament by
30th April2022

Budget presented to parliament.

Performance
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)A Program Outcome Indicator

lonon'lic and
nancial Policy
)rmulation and
{anagcment

Perfomrance

A total of KSh. 112.1 billion wortl')
of private capital was mobilized
lollowing private sector invcstnrcnts
of four PPP projects. namcly: Road
Annuity Lot l5.l 8; Nairobi
Expressu,ay and KDF Housing
Pro cct

Strategic
ectlve

Anrount
mobilized in KSh
(Billion)

Four (4) PPP projccts were
approved namely: Road Annuity
Lot 15,18; Nairobi Expressway and

KDF Hou ect

No. of PPP

projccts approved

Registered
Enterprises

20.488 AGPO

En

No. of Registered
AGPO

Developed one Mediunr Term debt
strate

No. of Strategies

Conducted 205 Value for Money
Audits due to increased requests for

ial audit MDAs

No. of VFM
Audits reports

financial sector

6.8 %
rate o//o

Real GDP growth

7.9%lnflation rate o//o

Months of import
COVCT

4.9 months of inrport cover

7o of fiscal deficit 6.4 % of GDP
Developed the Kenya Digital
Firrance Policy 2022, Draft National
Insurance Policy 2021 , Kenya credit
and Draft Guarantee Poli 2022.

No. of Policies

Prepared the County Allocation of
Revenue Bill (CARB) 2022 &
Division of Revenue Bill (DORB)
2022.

County
Allocation
Revenue
(cARB)
Division
Revenue

of
Bill

&
of

Bill
ORB

A total of 193,516 client outreach
was achieved in both wholesale and

retail lending

No. of Clients
accessing
Agricultural
Firrance

ion loans

To ensure a stable
macroeconomlc
environment

Stable
rttacroecononric
environnretrt
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Strategic Outcome Ladicator
ective

Performance

Tlre Governnrent allocatcd an initiar
secd capital of KSh.3 billron rorvard
the inaugural CGS for MSME.

As at 3l sl July, 2022, tl'tc Scheme
lrad facilitated private sector
lending to the I I scctors of the

economy. as designaled by CBK.
MSMEs across 46 counties
lrad benefited from credit lacilities

-quaranteed under the Scheme. All
categories ofMSMEs have been

able to access credit under the

Scherle. During the sanre period,
approximately KSh. 4.03 billion
u,as Ieut oul to targel beneficiaries.

Value C'apital
injectcd rnlo the

Credit Gnarantec
Scheme (CCS) in
KSh. (Billions)

No. of legal
franreworks on

financial services
sector developed

38 Counties have established their
County Clinrate Change Funds
(CCCFs) and opened special
purpose accounts to receive the

Grants

40 counties have developed county
climate change laws i.e., County
Clirnate Change Acts and County
Climate Change Fund Acts. In
additiori, twelve (12) counties have

developed County Climate Finance

Polices.

No. of Counties
with CCF
operationalized
for the FY
202122

% of consumer
conrplaints on

competilion
investigated

100% of the consumer complaints
investigated and 64% Consunrer
cases concluded

% of Merger and

acquisitions
applications
detennined

91%

Merger,
Restriclive Trade
Practices (RTPs)
and Consutrrer
protection

idelrnes

Developed one (l) Restrictive
Trade Practices and one (l)
Consumer Protection Guideline

Market
Conrpetition and

Crealion of an

Enabling
Business
Environmenl

To promote and
sustain
conrpetrtion

Sustained
productivity
conrpetitive
markets

high
and
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DA Program PerformancclndicatorStrategic
Obiecdive

Outcome

RTP Cases

concluded as a oh

of total
Investigation

60o/n

100%oZ of cases on bid
rigging concluded

%
lmplementation
of framework on

consumer
protection in
Digital Financial
Sector

l 00%
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4. CO}TPOTi.ATE SOC I AI, I{ESPON S I BI I- X TY STATE NTE NT/S U ST'AI N AEI I- [ TY
R.EFORTIn\G

The National Trcasury's core valLlcs include cuslourericitizen flrst. dclivering relevant goods
and services. and inrproving operational excellence. Guided by the above principles. we
underlakcn tlrc fol lorving:

4.1. Susloinobility Strotegy ond Profile
To ensure economic sustainability, the National Treasury has put in place several rneasures
geared towards protecting the ccor-ror-r-ry. Sonre of tl'renr include: National Tax Policy to guide tax
admrnistration and revenue collection. The policy sets out broad parameters on tax policy and
related tax matters in Kenya, with the objectives of providing policy guidance on the collection,
enforcement and administration of tax lau,s, tlre basis for review and development of tax laws;
guidclines to stakclroldcrs including investors on tax policy matters; guiding principles for the
Kenyan tax system; and a legal framervork for granting tax irtcentives to various sectors of the
economy: Going for-ward into the mediunr tcrm. the Governrtrent will continue in its flscal
consolidation path with tlre overall fiscal deficit being maintained broadly at the levels outlined
in the Budget Policy Statentent (BPS). A Debt risk Management Framework was also
developed to ensure debt is nraintained within sustainable levcls. Towards, holistic rnanagement
of information security of the PF-M Systenrs, a draft inforrration security (PFM Systerns) policy
has been developed. Thc Policy provides guidelines for operational environment including but
not lirnited to Inforrlation Security governarrce. cyber security managernent, systems and
applications security. conrnrunication security and human resource security. Additionally. the
National Treasuly developed the processes and procedures manual for Credit Guarantee Scherre
to guide in the implementation of the Scherne.

Overall, leading economic indicalors including intcrest rates, Foreign Dxchange Reserves
balance of paylcnts and, nloncy and credit for the fourth quarter of 2021 and thc first quarler of
2022 recorded stable perfonnance and point to strong rccovcry frorn the adverse inipact of the

COVID-19 pandernic. stablc pcrformance and point to strong recovery from the adverse irnpact
of the COVID-19 pandernic.

Going forward, the National'Treasury is conrmitted to promoting Growth enabling'investntents
through the implernentatron of the Econonric Recovery Strategy. Specifically, the National
Treasury will: Scalc-up the COVID-19 response; Reduce debt vulnerabilities through revenue-
driven fiscal consolidation plan that target to stabilize the debt to GDP ralio and subsequently
put it on a downward path; Supporl structural and sovemance refonns while addressing
weaknesses in state-ou,ned enterprises; and, strengthen lronetary policy framework and support
financial stability.

4.2. Environmental performance
The National Trcasury has constituted a committee cornprising officers fronr the key
Departments of the Ministry to ovcrsee all matters rclating to environmcntal sustainability. The
Comrnittee has since developcd a ministerial policy on thc sanre in line with the National Policy
on envirorinrenlal managetnent alld parficipated in planting trccs in Machakos county thus

contributing towards the l0 percent tree cover initiative.
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4.3. Ernplo5'ee l\'elfare
Enployce welfare is critical tbr effectivc itnplementatiolt of the progralnrlles and projects of atl

organizatiorl. Noting the intportance of human resources. the National Treasury has a

Department established to handlc Human Resources Managentent and Developuent. Tl-re

Ministry has also established a Huntan Resource Management Advisory Conllllittee and

Departmental Training Comnrittecs that processes all the promotions, discipline, training,

appraisal and general employee matters in line rvith the Public Sen'ice guidelines and

piocedures. ln addition, a committee on occupatiorlal safety and health has been established to

follow up of the safety conclitions in the work place. ln order to attract and retain competent

officers, the National Treasury conducted capacity building for the staff in various technical

subjects and recruited officers at the entry grade to fill skills gaps and enhance human resource

capacity. ln addition, thc National Treasury continucd to irnplernent successiorl lnanagenlcnt

plan by declaring vacarlr posls to be filled by the Public Service Cortlmission. Further, the

National Treasury has continued to build the capacity on the online staff appraisal management

system in collaboration with the Public Service Comnrission to ensure seamless implementation

of tlre system.

4.4. Market place Practices
The National Treasury is responsible for prorloting fair trade practices in the econoniy. To

ensure effective irrrplementation of this functron assigned by the Constitution, one of the

programmes irnplerrented by the Treasury is ensuring that existing mattet structures encourage

Loprpetition and order'ly conduct of business in order to support high productivity and

cornpetitive markets. This is undertaken mainly by the Competition Authority of Kenya, a State

Corporation under the National Treasury.

4.5. CommunitY Engagements

To mitigate technolo gical ltazards, terrorism, fire and natural disasters. the National Treasury

elgaged a professional security services finr contracted for purposes of enhancing security in

the Ministry. The National Treasury continued to improve security within the building and its

environs by use of CCTV canleras installed at the Treasury Building and at the entrances and

maintailed firefighting facilities at the prernises in collaboration with the State Departrnent for
Public Works.
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5. STATEMEN'I' OF THE EUIIOPIIAN WXDO\\/S AND ORPXIANS PENSION
F T]ND MANAGEN{ENT RI'SPONSItsILI I-IES

Section [i I of thc Public Finance Manasement Act, 2012 and the European Wido',r,s and

Orplrans Pension Fund Ordinance Cap 192(1921), require the Principal Secretary fbr the National

Treasury to prepare financial statements in respect of that Fund, rvhich 
-utve a tme and fair vierv

of the state o1- affairs of the Fund at the end of the {inancial ycarlperiod and the operating

results of the Fund for that yearlperiod. The Principal Secretary for the National Treasury is also

required to ensure that the Fund keeps proper accounting records whrch disclose rrvith

rcasonablc accuracy the financial position of the Fund. The Principal Secretary is also

responsible for safeguarding the assets of the Pension Fund.

The Principal Secretary for the National Treasury is responsible for the preparation and

presentation of the Fund's financial statements, which give a tnre and fair view of the state of

affairs of the Fund for and as at the end of the firrancial year (period) ended on June 30,2022.

This responsibility includes: (i) nraintaining adequate financial management arrangernents and

ensuring tlial these. continue to be effective throughout the reporting period; (ii) rnaintaining

proper accounting records, which disclosc with reasonable accuracy at any tin-re the financial

position of the entity: (iii) designing, implerncnting and rnaintaining intcrnal controls relevant

to the prcparation and fair presentation of the financial statements, and ensuring that they are

free from material misstaternents, whether due to error or fraud: (iv) safeguarding the assets of

the Fund: (r,) selecting and applying appropriate accounting policies; and (vi) rnaking

accounting estimates that are reasonable in the circumstances.

The Principal Secretary for the National Treasury accept resporrsibility for tlre Fund's financial

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements and estiniates. in confomrity with lntemalional Public Scctor

Accounting Standards (IPSAS), and in the rrranner required by the PFM Act,2012 and thc

European Widows and Orphans Fund, Ordinancc Cap. I 92 (1921). The Principal Sccretary for

the National Treasury is of the opinion that the Pension Fund financial statenrents give a true and

fair view of the state of Fund's transactions during the financial year ended June 30. 2022.
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and of the Fund's firrancial position as at that date. The Principal Secretary fumher confinn the

completeness of the accounting records maintained for the Fund, which have been relied upon in

the preparation of the Fund financial statements as well as the adequacy of the systenls of intenral

financial control.

Nothing has come to the attention of the Principal Secretary to indicate that the Fund urill not

remain a going concerl for at least the next tu,elve months from the date of this statement.

Approval of the financial statements

The European Widows and O rphans Pension Fund financial statements were approved by the

Principal Secretary on Z)/ 2022 and signed by

us ]\{uIA, PhD, CBS MI A. KAGIKA, EBS ZU
PRINCIPAL SECRETARY SIONS SECRETARY/ ICPAK 6775

OFPENSIONS DEPUTYACCT.GENERAL

)
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

En hancing Acc ounta bil itv

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON EUROPEAN WIDOWS AND ORPHANS
PENSION FUND FOR THE YEAR ENDED 30 JUNE, 2022 . THE NATIONAL
TREASURY

PREAMBLE

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

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

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

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, 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 controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of European Widows and Orphans
Pension Fund set out on pages 1 to 26, which comprise of the statement of financial
position as at 30 June, 2022, and the statement of financial performance, statement of

Report ofthe Auditor-General on European ll/idows and Orphans Pension Fund for the year ended 30 June, 2022 -
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changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respect,
the financial position of the European Widows and Orphans Pension Fund as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with the lnternational Public Sector Accounting Standards (Accrual Basis)
and comply with the Public Finance Management Act, 2012.

Basis for Qualified Opinion

Doubtfu! Recoverability of Receivables

As reported in the previous years, the statement of financial position reflects a balance of
Kshs.16,900,000 in respect to receivables which as disclosed under Note 12.9 to the
financial statements represents an amount of Kshs.16,900,000 being cash owed by the
defunct Cereals and Sugar Finance Corporation. The amount has been outstanding for
more than ten (10) years pending conclusion of the winding up process of the Corporation
and the Fund may not recover the amount invested resulting to loss of public funds.

Under the circumstances, the recoverability of receivables accounts balance of
Kshs.16,900,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of The National Treasury 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 qualified
opinion.

Key Audit Matters

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

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 has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Report ofthe Auditor-General on European l{idows and Orphans Pension Fund for lhe year ended 30 June, 2022 -
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Basis for Conclusion

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(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 internalcontrols, risk management and overallgovernance 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 controls, 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 (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue 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 intention to abolish the Fund or to 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.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management 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.

Report ofthe Auditor-General on European Widows and Orphans Pension Fund for theyear ended 30 June, 2022 -
The National Treasury

3



Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management 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 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 and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls 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(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls 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 controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any eviluation 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:

Report ofthe Auditor-General on European Llridows and Orphans Pension Fund for the year ended 30 June, 2022 -
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o ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is 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.

o

a

a

a

a

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 Fund's
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 Fund 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 Fund to express an opinion on the financial statements.

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

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

I also provide Management 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.

CPA N BS
AUDITOR.GENERAL

Nairobi

23 December,2022
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7. STATEMENT OF FINANCIAL PERFORMANCE FOR THE PEIIIOD ENDED
30 JUNE,2022

Notes

RECEIPT
Dividend lncome:

Preference Shares

Ordinary Shares

Other receipts

Sub Total
PAYMENT
Payment of pensions

Total Pavments
SURPLUS/(DEFICIT) FOR THE
YEAR

12.6

12.7

202y2022
Kshs.

2020t2021

Kshs.

2,593,029

2,593,029

100,690

100,690

2,492,349

64,680

64,680

(64,680)

The Accounting policies and explanatory notes to these financial statenrents
pan of the financial statements. The financial statements were approved on
and signed by:

US MUIA, PhD, CBS
PRINCIPAL SECRETARY

forr4 an integral
2\ 1\ .2022

U
ICPAK NO.6175
DEPUTY ACCT. GENERAL



'l lrr \'rttitirtul 'l rcrr.srtt.1 l; I'ittttttt,t.i
l:-ttt'ofeutr ll idrtn',. unl ()r'ltltttrt.t Itrrt:ttt't lt,ttl
Trrtturtl llepttrt un(l l:i,tut1(i.tl .\l.tl('ttt(ttl: l't)t.tlt(.1 t'trr crrdttl ltt .lurra. )(12)

8. STATEMENT OF FINANCIAL POSITIOn* AS AT 30 JUNE, 2022

Notes 202y2022
Kshs.

NON-CURRENTASSETS
FINANCIAL
lnvestments

CURRENT ASSETS

Receivables

Cash Balances

Sub Total
Less payables

Net current assets

TOTAL FINANCIAL ASSETS

FINANCED BY:
Capital Account

Accumulated Surplus B/forward

Net Surplus for the year

NET FINANCIAL POSITION

JULIUS MUIA, PhD, CBS
PRINCIPAL'SECRETARY

202AD021

Kshs.

21,608,573 21,608,57312.8

12.9

r2.10

l2.tl

12.12

12.13

196.301.372 196.3 53

217,909,943 217,974,626

16,900,000

179,401,372

196.301.372

I 2l ,598,063
96,376,563

(64,680)

217,909,946

23,814,744

172,551.309

196.3 .0s3

I 2l ,598,063
93,884,214
2,492,349

217,,9741626

Tlie accounting policies and explanatory notes to these financial statements fonn

of the financial statelnents
and signed by:

The financial statements were approved on

part
2022

ICPAK NO.6175
DEPUTY ACCT. GENERAL

ZU
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9. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30

JUNE 2022

Ordinary share
capital

Kshs.

121,598,063

Total

121,598,063

Kshs.

215,465,497

2,492,349

16,780

217,974,626

As at I Julv,,2021

Adjustment during the year

Surylus/(loss) for the year

121,598,063 96,376,563 217,974,626

(64,680) (64,680)

As at 30 June, 2022 121,598,063 96,3I1,883 217,909,946

The accounting policies and explanatory notes to these financial statem

of the financial statements. The financial statenrents were approved

and signed by;

As at I July,2020
Surplus/(loss) for the year

Adjustment during the year

As at 30 June, 2021

JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

Retained
Earning

Kshs.

93,867,434

2,492,349

16,780

96,376,563

ents fonn an

on 2)l
integral parl

lt ,2022

ICPAK NO.6T75
DEPUTY ACCT. GENERAL
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IO. STATEMENT OF CASH FLOWS FOR T}IE PERIOD 30 JUNE,2022

Note 202y2022
Kshs.

Receipts for operatirlg income

Dividend lncome

Palnnent for operating expenses

Add: Account payable

Account receivable

Adjustment for Non - cash Items

Net Cash flow to operating activities

CASHFLOW FROM INVESTING
ACTIVITIES
Receipt from other activities
Net cash flows frour Investing activities

Adjustments during tlre year

NET INCREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalent at the
beginning of the year

Cash and cash equivalent at the end of
the year

2020t202r
Kshs.

(64,680)

2,593,029

100,680

16,780

(2,593,029)

( I 6,780)

-100,680

6,914,743

6,950,063

6,850,063 - I 00,680

6,850,063 -100,680

172,551,309 172,651,,989

779,401,372 172,551,309

12.6

t2.7

12.9

The accounting policies and explanatory notes to these financial statenrents

of the financial statelnents. The financial statements were approved on

signed by:

form
u-\

an integral part
(\ ,2022 and

#g-
JULIUS MUIA, PhD, CBS
PRInNCIPAL SBCRETARY

UYUNZU
ICP NO.6175
DEPUTY ACCT. GENERAL
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I I. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL
AMOUNTS FOR THE YEAR ENDED 30 JUNE 2022

0riginal
budget

Kshs
4,321,715

4,327 715

Adjustment

Kshs

Actual on l

comparable
I

Performance
difference :

Kshs
4,321,715

Final
budget

basis
IKshs I Kshs

i 4,321,115 
i

_+ _-_,_, --______J

Revenue

Dividend

Total income

Expenses

-.-- - + .-,

4,321,115 4 71 s)I

.--t-. - - ---'

endant Pension 100,680 100,680 64,680 36,000

64,690 36,000 
I

Total Expenditure 100,680

Surplus for the
period

Note
I

JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

2

4,221,035 4,221,035'

The only expected income is dividend frorn KPLC and the company declared nil
dividends during the period.

Expenditure is the dependant pension due to the 2(two) surviving dependant however
one passed on during the year we have one remaining BFN/PB .1346 Phyllis Gathigia
Myall.

*-7Ll
/pp,a61p6al;uuvuxzu

ICPAK NO.6175
DEPUTY ACCT. GENERAL
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12. NOTES TO TIIE FINANCIAL STA'IEMENI'S

1. GENERAL INFORI\{ATION

Provident pension Fund is established by and derives its authority and accountability fronr
Provident Fund Act Cap 191 . The entity is wholly owned by the Govemment of Kenya and is

domiciled in Kenya. The entity's principal activity is dependant pension.

STATEMENT OF COI\{PLIANCE AND BASIS OF PREPARATION

The financial staternents have been prepared on a historical cost basis except for the

measurcnlent at re-valued amounts of cenain items of property, plant and equipment.
nrarketable securities and financial instruments at fair value. impaired assets al their estinrated
recoverable amounts and actuarially determined liabilities at their present value. The preparation
of financial statements in confonnity with International Public Sector Accounting Standards
(IPSAS) allows the use of estimates and assumptions. It also requires managentent to exercise
judgement in the process of applying the entiq, 's accountiug policies. The areas involving a

higher degree of judgement or complexity, or where assutnptions and estimates are sigr-rificant to

the financial statements, are disclosed in Note I l.
The financial statements have been prepared and presented in Kenya Shillings, which is

the functional and reporting culrency of the Provident Pension Fund.

The financial statenrents have been prepared in accordance with the PFM Act, the State

Corporations and lnternational Public Sector Accounting Standards (IPSAS). The accounting
policies adopted have been consistently applied to all tlre years presented.

ADOPTION OF NE\\/ AND RE\/ISED STANDARDS

Relevant nerv standards and amendments to published standards effective for the year
ended 30 June 2019

Standard Impact
IPSAS 40:
Public Sector
Combinations

Applicable: I't January 2019
The standar{ covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business combinations and

combinations arising frotn non-exchange transactions are covered
purely under Public Sector combinations as amalgamations.
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I.NOTES T() THE FINANCIAI- S'[ATEN{En"'I'S (Continued)
ADOPTION OF NEW AND REVISED S'[ANDARDS (Continued)

Neu, and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2019
Standard

Early adoption of standards
Tlre entity did not early - adopt any new or amended standards in year 2022

1

Effective date and im act:

IPSAS 41:
Financial
Instruments

Applicable: I st Janu ary 2022:
The objective of IPSAS 41 is to establish principles fbr the financial
reporting of financial assets and liabilitics that will present relevant

and useful infonnation to users of financial statcments for their

assessment of the amounts. timing and uncertainty of an entity's
future cash flo',l/s.

IPSAS 4l providcs Llsers of financial statcments with trore useful

infonnation than IPSAS 29,by'.

. Applying a single classification and measurement model for
financial aSSetS that considers the characteristics of the asset'S cash

flows and the objcctive for rvhich the asset is held:

. Applying a single fonvard-looking expected credit loss model that

is applicable to all flnancial instruments subject to impainncnt
testing; and

. Applying an improved hedge accounting rnodel thal broadens the

hedging arrarlgemellts in scope of the guidance. The model develops

a Strong link between arr entity's risk llanagelncnt Strategies and the

accounting treatmenl for instruments held as part of the risk
t strat

IPSAS 42:
Social Benefits

Applicable: I'r January 2022
The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the inforrnatioh that a

reportillg entiry provides in its financial statements about social

benefits. The information provided should help users of the

financial statenlents and general purpose financial reports assess:
'(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit

schemes; and
(c) The impact of such social benefits provided on the entity's

financial sition and cash flowsfinancial om1
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NOTES'l'() TFIE FnN,4,n*CIA[. S'IATEN{ENTS (CON'rXNUED)

4. SUN'II\,lAI{Y OF SIGNIFICANT ACCOUn'TIn'G POLICIES

a) Revenue recognition

i) Ilevenue from non-exchange transactions

Fees, taxes and fines

The entity reco_snizes revenlres frorn fees, taxes and flnes when thc event occurs and

the asset recognition criteria are met. To the extent that there is a related condition

attached tliat would give rise to a liability to repay the amount. deferred incorne is

recognizcd instead of rcvcnuc. Other non-cxchangc revcnucs are reco-unized when it is

probable that the ftiture econonlic benefits or service potential associated with the asset

will flow to the entity and the fair valuc of thc asset can bc rreasured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured

at fair value and recognized on obtaining control of the asset (cash, goods, services and

property) if the transfer rs free from conditior-rs and it is probable thal the economic

benefits or service potential related to the asset rvill flow to the entity and can be

measured reliably. Recurrcnt grants arc recognized in the staterncnt of comprehensive

incolne. Developrnent/capital grants are recognized in the staten'Ient of financial

position and realised in the statement of comprehensive income over the useful life of

the assets that has been acquired using such funds

ii) Revenue from exchange transactions

Rendering of services

The entity recognizes re\/enue from rendering of services by reference to the stage of

cornplction when the outcome of the lransaction can be estirnated rcliably. The stagc of

cornpletion is rneasured by reference to labour hours incurred to datc as a percentage of

total estinrated labour hours.

Where the contract outcome cannol be nreasured reliably. revenue is recognized only to

the extent that the expenses incurred are recoverable.

8
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NOTES TO TI{E FXNANCIAL STATEN{ENTS (CONTINUED)

SUN{MARY OF SICNIFICANT ACCOUNTING POLICIES (CONTINUED)

Sale of goods

Revenue frorn the sale of goods is recognized when the significant dsks and rewards of

o,A/nership have been transferred to the buyer, usually on delivery of the goods and when the

amount of revenue can be measured reliably and it is probable that the economic benefits or

service potential associated with the transaction will flow to the entity.

Interest income

lnterest income is accrued using the effective yield method. The effective yield discounts

estirnated future cash receipts through the expected life of the financial asset to that asset's net

carrying amount. The method applies this yield to the principal outstanding to detemtine interest

incorne each period.

Dividends

Dividends or similar distributiorls nlust be recognized when the shareholder's or the entity's

right to receive pa)ments is established.

Rental income

Rental income arising frorn operating leases on investment properties is accounted for on a

straight-line basis over the lease tenns and included in revenue.

b) Budget information

The budget for FY 2)2l-2022*u, upp.ored by the Pemranent Secretary

Current income tax

Current income tax assets and liabilities for the current period are nleasured at the amount

expected to be recovered frorn or paid to the taxation authorities. The tax rates and tax laws used

to compute the anrount are those that are enacted or substantively enacted, at the reporting date

in the area where the Entity operates and generates taxable income.

9
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NOTES TO THE FIN.ANCIAL STATEMENTS (CONTINUED)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Current income tax relating to itenrs recognized directly in net assets is recognized in net assets

and not in the statelnent of financial perfonnance. Management periodically evaluates positions

taken in the tax returns with respect to situations in which applicable tax regulations are subject

to interpretation and establishes provisions where appropriate.

c) Taxes (Continued)

Deferred tax

Deferred tax is provided using the liability method on tentporary differences between the tax

bases of assets and liabilities and their carryil"rg amounts for financial reporting purposes at the

repofring date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of

taxable tentporary differences associated with investnrents in controlled entities, associates and

interests in joint ventures, when the timing of the reversal of the temporary differer-rces can be

controlled and it is probable that the tenlporary differences will not reverse in the foreseeable

future.

Deferred tax assets are recognized for all deductible temporaty differences, the carry forward of

unused tax credits and any unused tax losses. Deferred tax.assets are recognized to the extent

that it is probable that taxable profit will.be available against which the deductible temporary

differences, and the carry forward of unused tax credits and unused tax losses can be utilized,

except in respect of deductible temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, deferred tax assets are recognized only to the

extent that it is probable that the temporary differences will reverse in the foreseeable future and

taxable profit will be available against which the temporary differences can be utilized.

t0
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NOTES TO THE FINANCIAL S'IATEN{ENTS (CONTINUED)

SUN{N{ARY OF SIGNIFICAN'T ACCOUNTING POLICIES (CONTINUED)

The carrying amoLlnt of defened tax assets is revteu,ed at each reporting date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or

part of the deferred tax assct to be utilized. Unrecognized deferrcd tax assets are re-assessed at

each reponing date and are recognized to the extent that it has become probable that future

taxable profits will allow tlie dcferred tax asset to be recovered.

Deferled tax assets and liabilities are measured al the tax rates that are expected to apply in the

year when the asset is realized or the liability is settled. based on tax rates (and tax laws) that

have been enacted or substantively enacted at the reportillg date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus

or deficit. Deferred tax iterrrs arc recognized in correlation to the underlying transaction in net

assets.

Deferred tax assets and defcrred tax liabilities are offset if a legally enforceable right exists to

set off current tax assets against current inconre tax liabilities and the deferrcd taxcs relatc to the

same taxable entity and the samc taxation authority.

Sal'es tax

Expenses and assets are recognized net of the amount of sales tax, except:

) 'When the sales tax incurred on a purchase of assets of services is nol recoverable from the

taxation authority, in which case, the sales tax is recognized as part of the cost of

acquisition of the asset or as pafl of the expense itenr, as applicable

The net amount of sales tax recoverable from. or payable to, the taxation authority is

included as part of receivablcs or payables in the statement of financial position.
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NOTES T() THE FINANCIAL S]'ATEI\,lEN'|S (CONI'INUED)

SUMMARY OF SIGNIFICANT A(](:OUNT'ING POLICIES (CONTIn\UED)

d) lnvestment property

Invesltnent properlies are nleasured initially at cost. iricluding transaction costs. The carrying

amount includes the replacement cost of conrponenls of an existiltg itrvesttnent property at tlre

time tlrat cost is incuned if the recognition criteria are met and excludes the costs of day-to-day

maintenancc of an investment property.

Investrnent propcrty acquired through a non-exchange transaction is measured at its fair valuc at

the date of acquisition. Subsequent to initial recognition. investtrrenl properties are lueasured

using the cost rnodel and are depreciated over a 30-year period.

Investtnent properties are derecognized either when they have been disposed of or when tlle

investment property is permanently withdrau,n fronr use and no futllre econolnic benefit or

service potential is expccted frotn its disposal. The differcnce between the net disposal proceeds

and the carrying alnount of the asset is recognized in the surplus or deficit in the period of de-

recognition.

Transfers are made to or fronr investment property only u,heu thcre is a change ln use.

e) Property, plant and equipment

All property, plant and equipnient are stated at cost less accumuiatcd depreciation and

impainnent losses. Cost includes expendirure that is directly attributable to the acquisition of the

items. Wlien significant parts of property, plant and equiprnent are required to be replaced at

intervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise. when a major inspection is perfonned, its cost is

recognized in the carrying alDount of thc plant and cquipntent as a replacetlcnt if the recognition

criteria are satisfied. AII other repair and maintenance costs are recognized in surplus or deficit

as incurred. Where an asset is acquircd in a non-exchange transaction for nil or nonlinal

consideration the asset is initially tlcasured at its fatr value.

12
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h-orES TO THE, F'INANCIAL STATEMENTS (CON'IIN[-',ED)

SU M N{ARY O F S I GN' I FI CANT AC CO U N TI N* G P O LI C I ES (CO N TIN U ED)

f) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to

owt'lership of the lease<J item to the Entity. Assets hcld under a finance lease are capitalized at

the commencement of the lease at the fair value of the leased property or, if lower, at the present

value of the future minimum Iease paynents. The Entity also recognizes the associated lcase

liability at the inception of the lease. The liability recognized is measured as the present value of

the future rninimum lease payments at initial recognition'

Subsequent to initial recognition, lease payments are apportioned between finance charges and

reduction of the lease liability so as to achieve a constant rate of interest on the remaining

balance of the liability. Finance charges arerecognized as finance costs in surplus ordeficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However, if

there is no reasonable certainty that the Entity will obtain ownership of the asset by the end of

the lease tenn, the asset is depreciated over the shofier of the estimated useful life of the asset

and the lease term

Operating leases are leases that do not transfer substantially all the risks and bcnefits incidental

to ownership of the leased item to the Entity. Operating lease pal.ments are recognized as an

operating expenSe in surplus or deficit on a straight-lirre basis over the lease term.

g) Intangible assets

hrtangible assers icquired separately are initially recognized at cost. The'cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following

initial recognition, intangible asscts arc carried al cost less any accunlulated amortization and

accumulated irnpairmcnt losses. Irrtemally generated intangiblc assets, excluding capitalized

developrnent costs, are no1 capitalized and expenditure is reflected in surplus or deficit in the

period in which the expenditure is incurred.

The useful life of the intangible assets is assesscd as either finite or indefinite.
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NOTES TO T}IE FINANCIAL STATEMENTS (CONTINUED)

SUM]\{ARY OF SIGNIFICANT ACCOUNTING POT,ICIES (CONTINUED)

h) Research and development costs

The Entity expenses research costs as incurred. Developrnent costs on an individual project are

recognized as intangible assets when the Entity can demonstrate:

sale

The ability to measure reliably the expenditure during development.

Follorving initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete and the asset is available for use. It is amortized over the period of

. 
expected future benefit. During the period of development, the asset is tested for impairment

annually with any irnpairment losses recognized imnrediately in surplus or deficit.

i) Financial instruments

a) Financial assets

Initial recogn ition an d measrrement

Financial assets within the scope of IPSAS 29 Financial lnstruments: Recognition and

Measurement are classified as financial assets at fair value through surplus or deficit, loans and

receivables, held-to-maturity investrnents or available-for-sale financial assets, as appropriate.

The Entity determines the classification of its financial assets at initial recognition.

14
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NOTES TO THE FINANCIAI- STATEN{EN'TS (CONTINUED)

SUMI\{ARY OF SIGNIFICANT ACCOUNTING POI-ICIES (CONTINI.JED)

Loans and receivables

Loans and receivables are non-derivative financial assets rvith fixed or deterurinable payrrents

that are not quoted in an active markel. After initial measurement, such financial assets are

subsequently measured at amortized cosl using the effective interest method, less impainnent.

Arnortized cost is calculated by taking into account any discount or premium on acquisition and

fces or costs that are an intcgral part of the cffecli\/e intercst rate. Losses arising from

impainnent are recognized in the surplus or deficit.

Held-to-ntaturity

Non-derivative financial assets with fixed or determinable payments and fixed Illaturities are

classified as held to maturity when the Entity has the positive intention and ability to hold it to

maturity. After initial tneasurentent, held-to-nraturity rnvestrnents are measured at amortized

cost using the effective interest method, less irnpairment. Antorlized cost is calctrlated by taking

into account any discount or premiulrr on acquisition and fees or costs thal are an integral part of

the effective intercst rate. The losscs arising from impainncttt are recognized in surplus or

deficit.

Impairment of financial assets

The Entity. assesses at each reporting date whether there is objective evidence that a financial

asset or an entity of financial assets is impaired. A financial asset or a entify of financial assets is

deemed to be impaired if, and only if, there is objective evidence of inrpairrrlent as a result of

one or more events that has occurred after the initial recognition of the asset (an incurred 'loss

event') and that loss event has an inrpact on thc estinrated future cash flows of the financial asset

or the entity of financial asscts that can be reliably eslimatcd. Evidence of impairnrent may

includc the following indicators:
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NOTES'tO THE FINANCIAL S]'ATEN'IENTS (CONTINUED)

i) Financial instruments (Continued)

changes in anears or economic conditions that correlate with defaults)

b) Financial liabilities

I nittal recogn ition &nd measurerrrent

Financial Iiabilities within the scope of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Entity detemrines

the classification of its financial liabilities at initial recognition. AII financial liabilities are

recognized initially at fair value and, rn the case of loans and borrowings, plus directly

attributable transaction costs.

Loans and borrowtng

After initial recognition, interesl bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest rnethod. Gains and losses are recognized in surplus or

deficit when the liabilities are derecognized as well as through the effective interest method

amortization process.

Ar-nortized cost is calculated by taking into account any discount or premiuut on acquisition and

fees or costs that are an integral part ofthe effective interest rate.

j) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory

is its fair value at the date of acquisition.
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NOTES TO T}IE FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POI,ICIES (CONTINUED)

Costs incurred in brilging each product to its present location and conditions are accounted for,

as follows:

Raw materials: pgrchase cost using the weighted average cost method

of manufacturing overheads based on the nornal operating capacity, but excluding

borrowing costs.

i) Inventories (Continued)

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or for a

nontinal charge, that class of inventory is measured at the lower of cost and current replacement

cost.

Net realizable value is the estimated selling price in the ordinary cciurse of operations, less the

estimated costs of coltpletion and the estimated costs necessary to make tlre sale, exchange, or

distribution.

lnventories are recognized as an expense when deployed for utilization or consumption in the

ordinary course of operations of the Entity.

k) Provisions

provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result of a past event, it is probable that an outflow of resources ernbodfng economic benefits

or service potential will be required to settle the obligation and a reliable estimate can be nrade

of the amount of the obligation.
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NOTES TO T}IE FINAnNCIAL STATEI\{ENTS (CONTINUED)
SUN,IMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Where the Entity expects some or all of a provision to be reinrbursed, for example, under an

insurance contract, the reirnbursenrent is recognized as a separate asset only when the

reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance net

of any reimbursement.

l) Contingent liabilittes

The Entity does not recognize a contingent liability, but discloses details of any contingencies in

the notes to the financial statenlents, unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.

nt) Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence of one or nlore uncertain future

events not wholly within the control of the Entity in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually cenain that an inflow of

economic benefits or service potential will arise and the asset's value can be measured reliably,

the asset and the related revenue are recognized in the financial statements of the period in

which the change occurs.

n) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements
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NO'['ES TO Tn{E FINANCIAI- S'TATEMENTS (CONTINUED)
sL N{ 1\,I ARY OF SI CNIFI CANT ACCO UNTI s- (l P()LI CI ES (CONT IN U ED)

o) Changes in accounting policies and estimates

The Entity rccognizes the effects of changes in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is

impractical.

p) Employee benefits

Retirement benefit plans

The Entity provides retirellent benefits for its employees and directors. Defined contribution

plans are post-employlnent benefit plans under which an entity pays fixed contributions into a

separate entity (a fund), and will have no legal or constructive obligatiolt to pay further

contributions if the fund does not hold sufficient assets to pay all employee benefits relating to

employee service in the cuffent and prior periods. The contributions to fund obligations for the

payrnent of retirernent benefits are charged against inconre in the year in which they becortte

payable.

Defined benefit plans are post-employmenl bencfit plans other than defined-contribution plans.

The defined benefit funds are actuarially valued tri-annually on the projected unit credit metliod

basis. Deficits identified are recovered through lump sum payments or increased future

,contributions on proportional basis to all participating employers. The contributions and lurnp

sum payments reduce the post-employment benefit obligation.

S) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on

the date of the transaction. Trade creditors or dcbtors denorninatcd in foreign currency are

reporled at the statement of financial position reporting date by applying the exchange rale on

that date. Exchange differences arising from thc settlentent of creditors, or front the reporting of

creditors at rates different fror.n thosc at u,hich they were initially recorded during thc period. are

rccognized as income or expenses in the period in which they arise.
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NOTES TO THE FINANCIAL STATEIVIENTS (CON.TINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

r) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed and borrowings have been incurred. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

s) Related parties

The Entity regards a related party as a person or an entity with the ability to exert control

individually or jointly, or to exercise significant influence over the Entity. or vice versa.

Members of key lnanagelnent are regarded as related parties and comprise the directors, the

CEO and senior managers.

0 Service concession arrangements

The Entity analyses all aspects of service concession arangefflents that it enters into in

determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contributes an asset to the alrangement, the Entity recognizes that asset

when, and only when, it controls or regulates the services the operator must provide together

with the asset, to whom it nrust provide them, and at what price. In the case of assets other than

'whole-of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any

significant residual interest in the asset at the end of the alTangerlent. Any assets so recognized

are measured at their fair value. To the extent that an asset has been recognized. the Entity also

recognizes a corresponding liability, adjusted by a cash consideration paid or received.
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NOT'ES TO TIIE FINANCIAI- STATENTENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUN'I'ING POLICIES (CON'TINUED)

u) Cash and cash equivalents

Cash and cash equivalents conlprise cash on hand and cash at bank, shofl-ternl deposits on call

and highly liquid investments with an original rnaturity of three lnottths or less, rvhich are

readily convertible to known atnounts of cash and are subject to insignificant risk of changes in

value. Bank account balances include amounts held at tlie Central Bank of Kenya artd at various

commercial banks at the end of the financial year. For the purposes of these financial statements,

cash and cash eqllivalents also includc short ternl cash imprests and advances to authorised

public officers and/or institutions u4rich were not srlrrendered or accounted for at the end of thc

financial year.

Comparative figures

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

recorrfigured to confonn to the required changes in presentation.

w) Subsequent events

There have been no cvents subsequent 1o the financial year end with a significarrt inrpact on the

financial statements for the year ended 30 June, 2022.

5. SIGNIFICANT JUDGMENT AND SOURCES OF ESTIJ\{ATION UNCERTAINITY

The preparation of the Entity's financial statements in conformity with IPSAS requires

managemeni to make judgrnents, estinrates and assumptions that aifect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities. at the end

of the repofiing pcriod. Ilowcver, uncertainty about these assumptions and estitnates could

result in outcomes that require a material adjustment to the carrying alnount of the asset or

liability affccted in future periods. State alljudgernents, estimates and assunrptions nrade: e.g
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NOTES TO THE FIn\ANCIAL STATEN{ENTS (COn'TINUED)

SUMMARY OF SIGNIFICANT ACCOUNTIN*G POLICIES (CONTINUED)

Estimates and assumptions

The key assumptions concerning the future and other key sources of estirnation uncertainty at

the reporting date, that have a significant risk of causing a material adjustrnent to the carrying

amolrnts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available u,hen the consolidated financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to nrarket changes or circumstances arising beyond the control of

the Entity. Such changes are reflected in the assurnptions when they occur. IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value froru disposal:

and processes

Provisions

Provisions were raised and nlanagement determined an estimate based on the infonnation

available.

Provisions are measured at the lt)anagenrent's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is

material.
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I2. NOTES TO THE FINANCIAL STATEMENTS

.. 12.6 DIVIDEND INCOME
202y2022

Kshs. I

Dividend Income

KPLC d6clared final nil dividends for the financial year 202112022

12.7 PAYMI,NT OF PENSIONS

2020t202r
Kshs.

2,593

202112022 t 202012021 \

Kshs. _ _ _KrhUl
r Governutent pensions and retirement

benefits
I

i Pension & retirement benefits payable

64,680 100,680

64,680 100,680
t___ _

I2.8 IN\/ESTMENTS
202y2022 ,

Kshs.

2020t2021

Investrhents in shares 8,643429 @
Kshs.2.50

21,648,573

Kshs. r

21,608,573 ;

otrer cast in investment
21,608,57

lnvestment relates to shares held with KPLC and is valued at cost.

12.9 RECEI\/ABLES
202u2022

Kshs. r

21,608,573 I

2020t2021

Kshs.

000900 16,900,000

6,914,143

23,814,743
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NOTES TO TI{E FINANCIAL STATEI\IENTS CONt.

I2.IO CASH AND CASH EQUIVALENT
1--

I'r" "
Name of Bank
Currency
Account No.

Total

I2.II PAYABLES

r Pension & retirement benefits payable

Central Bank of Kenya
Kshs.

Kshs. Kshs.

172,551,309 172,651.989

6,850,063

179.401.372

202u2022 202012021 i

Kshs. Kshs.

NiI n*il r

--L

1000213744

202y2022 2020t2021

(100,680)

12.12 CAPITAL ACCOUNT

Initial Contribution from the members of the

Funds

12.13 ACCUMULATED SURPLUS 
,

Balance B/f
Profit/(loss) for the period

Adjustment

202y2022
Kshs.

l2l ,598,063

121.598.063

202u2022
Kshs.

96,376,563

(64,680)

96.311.883

2020t2021

Kshs.

l2l ,598,063

121.598.063

.2020t202r

Kshs.
93,867,434
2,492,349

16,780

96.376.563
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12.14 FINANCIAL RISK MANAGEMENT
I

(i) Cfedit Risx

The carrying amount of financial assets recorded in the financial statements

representing the entity's maximum exposure to credit risk without taking

account of the value of any collateral obtained is made up as follows:

transacuons 16,900,000 16,900,000 16,900,000 None

Bank balance 179,401,372 179,401 372 None

Total 1 1,372 196,301 72 16,900,000 None I

,At30 June 202

I Receivables exchange transactions ,814,7 43 23,874,7 43 23,814,7 43'

:,r
l'he \'utitnul 'l reutt
Europttail ll'itlotrs u
,4ttttttul Report und

NOTES TO TIT

Bank balances

Total

There we:

'rl & Plutrtttrt.y
nd 0rythottt Putr.titttt l: ttttd
cinanc'iul Stateuctrtt Irtt lhe )'cut cnilcil -]0,lunt, )0)2

E FINANCIAL STATEMENTS CONt.

i23

196,366,052

772,551,309 I

I
51,309

None i

None

66 23,874,143 None

category are paying their debt's as they
concentration of credit risk on amounts

Theicustomers under the fully performing
.on{inu. trading. The entity has significant
duef,rom CSFC.

I

Thel rnanagement sets the fund's credit policies and objectives and lays down

par{meters within which the various aspects of credit risk management are operated.
i

I

12:15. RELATbD PATY BALAIICES
I

Nature oi I related party relationshiPs

r€ no related parties involved in this entity

12.16 CO ASSETS AND CONTIGENT LIABILITIES

The enti drid not have any contingent liabilities.
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I3. PROGRESS ON FOLO\ry UP OF AUDITOR RECOMMENDATIONS

The following is the sumntary 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 u,hich we

expect the issues to be resolved.

Reference
No. on the
external

audit

Par I

Issue / Observations
from Auditor

Management
comments

Focal Point person to
resolve the issue (Name

and designotion)

Status
(Resolved /

Not Resolved)

rt
Long Outstanding
Receivables of
Kslrs.16,900,000 from
CSFC

CSFC the winding up
process is on-goirtg.

Michael A. Kagika. EBS
S/Director Pension

The accounting
of the financial
and signed by

policies and explanatory notes to these financial statements form an
D-1

lntesra
\(statements. The financial statements were approved on

ZU

I pan
2022

t

JU S MUIA, PhD, CBS
PRINCIPAL SECRETARY ICPAK 6175

DEPUTY ACCT. GENERAL

Resolved by
PAC
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Appendix I: Trial Balance

Sub Headt 4-867 -0902

Debit
Pensions ! ay1 e n 

1 { E:x clu$!1 g_! 9aq ions Increase)

vestlnents

i Cash on Deposit - Cereals and Sugar Finance
t Comorations
I oividend Receivable

Balance Cash at Bank

Total
Credits

C Income

Accumulated S

Payable

I

1 6,900,000 t o,9oo,0oo i

6,914 143

179 401,372 172,551

2t7 7 5 2t 075

t2l 8,063

-.1_*

309

2l
96,316,562 93,884,213

1--- - _-___l

Dividend Income 2,593,029

Total -__ ?)7 _p7 4,6?s . 2 I 8207s_J_9_s_
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Appendix 2: Barrk Reconciliatjon

,'DETAILS OF THE ABOVE ATTACHED"

"l CERTIFY THAT I have verified the bank balance in the cash book with the

Bank statement and that the above Reconciliation is correct"'

ACCOUNTANT

D4TE,.,.,.

KSHS KSHSDETAILS

179,456,051.85

54,580

71.8s1 1

REPUBLIC OF KENYA
F.O. 30

PENSIONS DEPARTMENT

EUROPEAN WTDOWS & ORPHANS PENSION A/C NO. 1OAA21,3744

BANK RECONCILIATION STATEMENT AS AT 3OTH JUNE 2022

1

BANK BALANCE AS PER CERTIFICATE

Less 1&2

PAYMENTS tN CASH BOOK NOT IN BANK

(UNPREsENTED CHEQUES)

TOTAL UNCLEARED EFFECTS

2 nrcerprs tN BANK Nor tN cAsH BooK

TOTAL-APENDEX 1 & 2

3 pRvrrnrruT rN BANK Nor rN cAsH BooK

4 RECEIPTS IN CASH BOOK NOT IN BANK

TOTAL-APENDEX 1 & 2

BALANCE AS PER THE CASH BOOK
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Appcndix 3: Cerriflcate of Ilalances

\

.:(i littir' -'i --

I

,uly l5 2Lil2

CERTIFICATE OF BALANCES

Tt lt r\Al.l(lNAl
IRLAiUIi'i

C il,lc.rncf
l-ia tan( e
Date

r-'0,< / -1

It11u11l2 .

I l(t5
KiL
Kr1

r.ir i 
-

nct

7.847 788.?15 70

l-11if,9,0i1 lis_

452.',;88.8-14 i5
, .c q,o

925.Ui9,507 -ro

A!c_o_u!!ry_9_ ..4sccvllN.afn€. - - -. ..

rno020,i1!r7 i RE(.t't N5loN5

\
,.- -(L

Evsryrr Moegr (Nlrt)
1:,thor ised JiSral c,ry
Bonl,.trrg Seruices Divtstotr

KI5

iol,1czrJz44 I t,-rnorra^ \r./tDL-)\x5 AND crRFl lAFr! l'!tnJlorl

l()OC'zll;:5: I asrlru Of f t(f R5 f rrrrttv PtN)rCrN l-t tNr)

r0trD2Lr.r:.rir Lof'J^O, TRtASt!R\ Iif\'fNLrt (.( tt

'o6;fi;;, 
t *"\'rLriNr I'JND *i iniita cor'lML'Nrrl

I

.. , i'! tir
-loyce Natteku
Author!sed SignatrrrY

lianrtng Servtcer Dtrrt:ion

29


