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Fonrard by,the Auditor - Generai

ln my capacity as the Auditor General of Kenya, I am pleased to publish and publicize this performance
audit report that examines the management of Cash Transfer to Orphans and Vulnerable Children (CT -

OVC) program by the lVinistry of Labour, Social Securities and Services. tMy Office carried out the audit
under the Public Audit Act, 2003. Section 29 (1) of the Act mandates me to assess the economy, efficiency
and effectiveness with which the Government, a state corporation or local authority uses its resources.

Performance Audits together with Financial and Continuous Audits form the three-pillar audit assurance
framework that I have established to give focus to the varied and wide scope of audit work done by my
Office. The framework is intended to give assurance to stakeholders that public resources are not only
correctly disbursed, recorded and accounted for but that they also have a positive impact on the lives of all
Kenyans. The overriding goal of our performance audits is to promote delivery to Kenyans of public
services of outstanding quality.

I have submitted the original copy of the report to the Speaker of the National Assembly to table in
Parliament in accordance with Article 229 (7) of the Constitution. ln addition, I have remitted copies of the
report to the Cabinet Secretary for tVlinistry of Labour, Social Securities and Services and to the principal

Secretary at the National Treasury. I wish to express my appreciation for the co - operation and assistance
afforded to the audit team by the Cash Transfer to Orphans and Vulnerable Children's Central Programme
Unit and County Children's Officers.

FCPA EDWARD R.O. OUKO, CBS

AUpTTOR.GENERAL

29 July 2016
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2.

ExeCutive Summary

Background tc the Audit

The Cash Transfer to Orphans and Vulnerable Children (CT-OVC) programme was launched by the
Government in 2004, to strengthen the capacity of poor households to protect and care for orphans
and vulnerable children to ensure that they receive basic care within families and communities. An
orphan and vulnerable child (OVC) for the programme is defined as a single/double orphan; a child
who is chronically ill or who has a caregiver who is chronically ill and/or a child who lives in a child
headed household due to orphan hood, The CT-OVC programme targets orphans and children in
Kenya made vulnerable by HIV/AIDS, Tuberculosis and Cancer. The CT-OVC programme is
implemented by the Government with the support of UNlcEF, world Bank and DFID. The cT-oVC
programme is managed by a Central Programme Unit within the Department of Children Services
(DCS) under the purview of the tt/inistry of Labor, Social Securities and Services (tvlLSSS).

why the effective implementation of the cr. oVC programme is important

As stated in the CT-OVC's project appraisal document, Kenya has over two million orphans and
vulnerable children of whom six hundred thousand are living in extreme poverty. CT-OVC is one of the
key flagship programmes in Kenya Vision 2030, the country's new development blueprint covenng the
period 2008 to 2030. lt aims to hansform Kenya into a newly industrializing, "middle-income country
providing a high quality life to all its citizens by the year 2030". Kenya Vision 2030 emphasizes on the
need to invest in all vulnerable groups since no society can achieve social cohesion if significant
sections of the population live in abject poverty. The rationale of investing in the program is that the
likelihood of orphaned and vulnerable children's household being poor is higher than in the overall
population. Effective implementation of the CT-OVC programme is therefore important since it seeks to
improve on the food security, health, nuhitional and educational status of the poorest orphaned children
in Kenya made vulnerable through Hrv/AlDS, Tuberculosis and cancer.

What the audit examined

The objective of the audit was to assess w.h9th-er the Department of Children Services, had managed
the cash Transfer to Orphans and Vulnerable Children 1cr-ovc1 programme *itn iu. care to ensure
that :

i' There was adequate capacity in the CT-OVC's Central Programme Unit to effectively manage
the program;

3.

ii.

iii.

iv.

The program had checks and balances in place to ensure efficient fund management;
Only deserving beneficiaries were enrolled in the program; and
lncrease in social safety net access for extremely poor orphans and vulnerable children
households were through an effective and efficient expansion of the programme.
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4 The audit examined the operations and activities of lhe Cash Transfer lrr Orphans and Vulnerah'le

Children (CT-OVC) program for.a five-year periorJ fron 2009 1o2014 The audit focused on targetirg,

enrclment, payments, and disbursements of funds, capacity development, lase management, updatirg

of CT-CVC,s management information systenr itvlls), conditionality's :omplian:e and complaints

maragement. The.-rOit OIO not examine the misappropriation of funis, if any, by the CT-OVC

maragement. The audit scoped only the subnational governments i.e. the Counties funded by a loan

facility, specifically from the World Bank. The audit criteria were drawn from the CT-oVC's operational

manual, statutory mandate, financing agreement. project appraisal doctrments and service delivery

chaler,

Limitation of scoPe

The Minstry of Labor, social securities and services TMLSSS)did not avail requested personalfiles of

the CpL,s personnel and written description of user privrleges/tasks for offcers managing CT-OVC to

enable he assessment of the technical capacity of staff rvorking on the programme. The audit was also

unable tc analyze and conclude on whether the increase in social safety r'et access for extremely poor

or.phans and vulnerable children households were through an effective and efficient expansion of the

prograr,me because the CPU denied the team access to the MIS applicaton and the server r00m'

Summary of findings

Ministry of Labor, Social Security and Services evaluation reports noted that since inception, the CT-

ov6 program had resulted in many benefits such as reduced farm child labor for boys, reduced

number of households living on less than a dollar a day, an 11o/o reduction in incidence of dianhea

among children aged between 3 - 5 years old, a13o/o increase in measles vaccination, a130/o increase

in children accessing preventive care for children of ages ranging between 0 - 5 years' and finally an

increased opportunity for children in the program of ages 13 - 18 years being more likely to be enrolled

in secondary schools, Despite such positive highlights of the success of the programme reported by the

Ministry of Labor, Social Security and Services, the audit noted challenges that r,lrere faced by the

program that hindered its effective implementation as discussed below'

lnadequate staff capaci$ to effectively rnanage the cT-ovc program

The Ministry of Labor, social security and services did not ensure that persons implementing the

programme had required competencies hence stafi risked being unjustly blamed for any inefficiencies,

due to lmk of adequate expertise, The Ministry has a responsibility to ensure that the cT-ovc

p.gramme has aclequate resources to deliver its services nationwide to effectively achieve optimum

results at minimum costs. The Ministry established a Central Programme Unit (CPU) within the

Department of chirdren services to manage the dairy operations of the cr-oVC programnre. The audit

found that the cPU had inadequate staff capacity based on its organogram in four main areas:

operatons planning, evaluation and monitoring; administration and financial management' and

E
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management information systems (tt/lS). Hence, crucial operational services such as tMlS engineering
work, financial management and data entry were being done by development paftners, temporary staff
or lVinistry staff attached but not seconded to the programme. The lVinistry had no documented
agreements with the development partners on services provided hence they lacked legal recourse if
appropriate services were not being provided. The lVinistry also had not attached specific staff to work
alongside the development partners to gradually develop required capacity and reduce reliance.

Th e rCT-0VC's Management I rrforrnation Systenn

The audit revealed that CT-OVC's tuls applications had several weaknesses and potential
vulnerabilities that presented an inherent risk to the program's operations:

a) The MIS had no business continuity plan to respond to incidents and disruptions: A
business continuity plan ensures continued operations of critical business processes and required
backup arrangements and post - resumption review. The CT-OVC program did not have business
continuity due to of lack of trained lT personnel and was therefore not prepared to respond
effectively to plan any likely disaste(s).

b) The CT-OVC programme did not have documented ICT poticies and procedures: The CpU
did not have any written lT policy or procedure to ensure that it's tMlS operations had adequate
control expectations on key issues like quality, security, confidentiality, internal controls, usage of
lT assets, ethics, intellectual property rights and ensuring lT operations are aligned with the overall
objective of the program,

c) lnadequate audit trail record: The audit revealed that the audit trail maintained by the CT-OVC,s
MIS was inadequate as only logins were recorded. An audit trail enhances accountability and
decision making. A good audit trail should record who initiated a transaction, time of the day and
the date of entry, field of information contained, and file updated.

d) lnadequate data validation and editing: Validation is the act of establishing the truth, accuracy or
relevance of an amount or fact by corroborating it through re-performance, vouching, confirmation
or reconciliation. ln computer programs, procedures or routines can validate data as it is entered.
Review of CT-OVC's computerized MIS application revealed that the systems validity check had
not been enforced in key fields like the recipients surname. This affected data integrity in the
system and exposed the CT-OVC program to the risk of having less reliable information for
decision making,

e) CT-OVC did not have an lT strategy: The CT-OVC also had no strategy to enable the
programme relate to a long-term direction in leveraging lT for improving the programme's business
processes and lT decisions.

CT-OVC program did not have adequate systems for efficient management of program funds

The audit found that the cr-oVC did not have adequate controls which led to :
I
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e pr.eserrie ct deceased ca'eEiverE in 1r,e systsn": Changes to replac;e deceased caregivers wiih

alternate names in the CT-O\/C's payment system are expected to be dore through update

Forms U1 to U6 with supporting documents witnin 15 days after the filled programme update

forms are delivered to the CpU. However the audit found that it tock up to forty months or 3.5

years to replace deceased caregivers in the system'

bi Rrmovals and reinstatements of rhe CT=0VG r.eerpje-nlg !E tXe pAy!oli: A "Dgle-fELqry

household is required to exit the progran" if they' do not collect paynents for three consecutive

periods, The audit found that at times beneficiares who did not collect ttreir funds for four

consecutive cycles were removed from the progra.nme payment list and then reinstated under

undear circumstances.

c) Arrears not reflected in the payroll after recipients rniss pay: The audit found that at times

bereficiaries' arrears were not being reflected ir ttre payrolls after missing payments for three

consecutrve payments for various reasons.

d) Beneficiaries not exited from the program as required: CT-OVC's operational manual requires

a beneficiary household to exit the program if they do not collect payments for three consecutve

periocs; that is the arrears for four cycle payments equal to Kshs.16,000.00. The audit found there

we"e.lg beneficiaries in three counties whose arrears were reflectec as Kshs.16,000.00 for more

than one pay cycle, but the beneficiaries vrere not exited from ttre program as stipulated'

e) Double enrolment: The audit found fifteen beneficiaries rn five counties whc had been enrolled

twice (double enrolled) into the CT-O'VC program m at 30 June 2014. The audit also found that at

tirnes cT-ovc recipients were registered twice ir' the programme using temporary programme

cards while they had national lDs at times of enrolment as per the National lDs issue date' The

dolble registration of the beneficiaries was attributed to circumstances where the first program

card had the national lD number while the second program lD had the temporary programme card

number. Double enrollment was due tc inadequate monitoring o{ requisite documents du'ing

enrolment of recipients that resulted to recipients receiving twice the amount of funds'

Beneficiaries were not being paid their arrears: after missing less than three consecuttve

payments for various reasons. For instarce, in one sampled payment cycle in one location; the

audit found fifteen beneficiaries whose arrears tohling Khs.45,000,00 were not reflected in the

following months' payroll after missing pay for only one cycle'

16 The Ministry of Labor, Social security and services contracted two Payment service Providers to

provide a cost eftective, reliable, accessible and secure system tor the delivery of cash to the CT-OVC

program recipients. CT-oVC's cash transfers are made after every two months' tlp to september 2011

recipients were paid a monthly CT-OVC cash transfer benefit of Kshs.1,500.00, which was increased

to Kshs.2,000.00 from october 201'1. The audit found that payment of the cT-ovc program funds had

not been proPerlY managed because:

0
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a) There were sygl' payrnents ol fi.rnds tc beneficiarles; The audit found that, at times ttre CT -
OVC's Central Programme Unit (CPU) posted wrong amounts to the beneficiaries' names. The
audit noted that overpayments were made more through the Private Payment Service provider

than in the Public Payment Service Provider.

b) Beneficiaries were beinE paid above the stipulated maxirnum limits: The audit found that
there was no frequent update and monitoring of the CT-OVC's payroll by the CpU unit and
County Children Officers. ln addition, the programme's N/lS did not have an inbuilt intemal control
mechanism to stop payments beyond the maximum allowed arrears of Kshs.l6,000.00, hence,
beneficiaries were at times receiving more than the set allowed maximum arrears.

c) Recipients were paid without stipulated identification docunnents: The audit found that
payment to CT-OVC's beneficiaries were at times made without prescribed identifications. CT-
OVC's private Payment Service Provider came with an extra cost since it was to offer a strong
and secure payment solution with two-factor authentication process. Audit review of the p private

Payment Service Provider payment cycle reports and summary of payrolls from cycles revealed
there were almost 18,252 beneficiaries who had not been issued with biometric cards since being
enrolled. The audit also noted that only the national lD had a photo of beneficiaries while the
programme lD had no photo of beneficiaries hence difficulty in visual identification.

d) Double production of beneficiaries programme and biometric cards: The audit found that
the CPU and CT-OVC Private Payment Service Provider at times produced two cards per
beneficiary which led to the Government losing funds on the cost of producing the second cards
and hence an increased probability of double payment to beneficiaries.

e) Beneficiaries were not accessing funds due to lack of biometric cards: The Private payment
Service Provider would have a month to produce a biometric card as the beneficiaries' payment
instrument, from the time of submission of the enrollment list. However audit noted that the
number of beneficiaries who had not been issued with biometric cards in relation to the carded
beneficiaries per cycle at times went as high as 11.2Y0 of the total recipients in the CT-OVC
payroll for the Private Payment Service provider.

0 Biometric cards were not replaced promptly: The Private Payment Service providers has a
Service Level Agreement (SLA) with the tvlinistry to replace damaged, lost or stolen biometric
cards used by CT-OVC recipients in their system within two weeks once they are reported.
However, the audit noted that the Private Payment Service Providers at times took up to ten
months to replace recipients' biometric cards. ln addition the audit found malfunctioning biometric
cards were also not replaced promptly and resulted in the exit of some of the beneficiaries from
the programme.

xlil



g) .jntirrieIy pa.yrnents to l]T-C'Vf 'eeipien1s. Payments to the CT-O'/C program households a e

made bimonthly through contracted Payment Service Prov,ders. The payments are made in the

months of February, April, June, August, October and December of each year. The audit revealed

that no cycle was paid within the stipuiat:d time in the srx 2012fi? payment cycles analyzed.

lnterviews conducted with CPU officers indicated that delays ncted above resutted from capacity

gaps within the contracted payment Service Providers, delays in cash inflows from the donors,

r€lease of .funds}y thecxcheqrrerand long-apprOlallrmesa! Vaffotrs Q-v-el-s'

Ttrere were undeserving beneficraries enrolied in the program

11. The audit revealed ninety four undeserving households rvho were outside the programme's set target

criteria ir five sampled counties. This was because bene{iciaries were not rcing validated before being

enrolled as required. lf CT-OVC beneficiaries are chcsen arbitrarily without following the prescribed

enrollment guidelines of assessing that only deserving orphaned children within set target criteria are

enrolled in the programme, rt is possible that 3overnment may not derive value for money from the

cash transf.r. protrr.me. This could hinder the Government from meeting their target of covering

50% of all orphans and vulnerable children living in extreme poverty, in Kenya' Undeserving

beneficiaries can result in taxpayers incurnng tnnecessary financial burden catering for persons who

were neither orphans nor vulnerable, and thus ex:luding sufferrng children in dire need of the

assrstance.

Slow scale rrp of the CT-OVC progralrinne

12.By 200g there were an estimated 100,000 hqrseholds with around 300000 orphans and vulnerable

children living in extreme poverty in Kenya. The Govemment aimed at reaching about half of all these

orphans and vulnerable children, through the CT-OVC nationwide progEm by 2012. As at 30 June

2014, the number of CT-OVC's beneficiarhs vrere 156,t93' However, the audit was unable to analyze

and report on the yearly scale up of the CT-OVC program and whether the programme's increase in

social safety net access was through an effective anC efficient expansion of the programme because

the cPU denied the team access to the MIS applicaticn and the server room.

Conclusions

13, The Ministry of Labor, social Securities'and services has the mandate and resources to put in place

systems and structures needed to effectively deliler on CT-oVC's objectives. However, there is

inadequate capacity within the Central Programme tnit (CPU) to manage the CT-OVC progrsp

effectively The Departnrenl of chitdren Services has not managed the CT-OVC programme with due

care. The program's checks and balances in place a: times did not ensu'e efficient fund management'

The Ministry,s outsourced payment Service Provide's also did not ensure taxpayers consistently get

value for money for costs incurred. As at 30 June 2014 there were 156,000 households benefitting

from the CI-OVC program. Due to this high number of beneficiaries, the programme has become

increasingly dependent on the use of its computerized Management lnformation System (Mls) to

xiv



deliver its cash transfer services, and to process, maintain and report on essential program information.
Despite this, the programme's lVlS was also not properly managed and did not have adequate controls
in place. Persons outside the CT-OVC target group were receiving programme funds yet deserving
beneficiaries were neither enrolled in the programme nor aware of its existence.

Recomnnendations

14' ln view of the findings of the audit, the Auditor-General has made several recommendations that the
Accounting Officer in the tVinistry of Labor, Social Securities and Services could take to ensure that the
Programme is implemented in a more efficient and effective manner. The recommendations call for
more assertive oversight by the li/inistry of Labor, Social Securities and Services and the programme,s
Central Programme Unit, improved financial and operational controls, closer engagement of the
It/inistry and Department of Children Services among other management reforms. The
recommendations are detailed in Chapter Six of this report for consideration,
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Chapter I

Background of the Audit

1.01

1.02

1.03

Background on the Cash Transfer to Orphans and Vulnerable Children Programme

The Cash Transfer to Orphans and Vulnerable Children (CT-OVC) programme was launched by
the Government of Kenya (GOK) in 2004. The main objective of the CT-OVC program is to
strengthen the capacity of poor households to protect and care for orphans and vulnerable
children to ensure that they receive basic care within families and communities. An orphan or
vulnerable child for the program is defined as - a single/double orphan, a child who is chronically
ill or who has a caregiver who is chronically ill and/or a child who lives in a child headed
household, due to orphan hood. By 2004, there were an estimated 100,000 households with
around 300,000 orphans and vulnerable children living in extreme poverty, in Kenya. The
Government of Kenya aimed at reaching about half of all these orphans and vulnerable children,
through the CT - OVC nationwide program by 2012.

Motivation for the audit

The audit was authorized after having considered the following motivational factors:
There were complaints from the public that persons outside the target group were receiving
CT-OVC funds, yet deserving beneficiaries were not being enrolled in the programme;
CT-OVC's annual budget allocations rose significantly from Kshs.1.8 billion in 2008/0g fiscal
year to Kshs.8.5 billion in 2013114, which accounted for 15o/o of the Ministry's annual budget;
Auditor-General's financial audit reports revealed incidences that the programme funds were
not used for the intended purposes; and

An objective audit would provide valuable information to Parliament, the Executive, its
managers and stakeholders and offer recommendations to improve its management to ensure
that taxpayers and donors receive the right value for the money already invested in the
programme,

1

Introductiin

This audit examined the management of Cash Transfer to Orphans and Vulnerable Children
(CT-OVC) programme. The audit was conducted as mandated under Section 2g of the public

Audit Act, 2003 and a reporl prepared for tabling in Parliament in accordance with Article 22g (T)

of the Constitution. The CT-OVC programme is managed by the Department of Children
Services (DCS) under the Ministry of Labor Social Securities and Services (IVLSSS). The
It/inistry implements the programme in collaboration with UNICEF, the World Bank and DFID.



Chapter 2

Design of the Audit
Objectives of the audir

2.01 The objective of the audit was to assess whether the Department of Children Services (DCS) had
managed the Cash Transfer to Orphans and Vulnerable Children (CT-OVC) programme with due
care to ensure that:

There was adequate capacity to effectively manage the program;

The program had checks and balances in place to ensure efficient fund management;
Only deserving beneficiaries were enrolled in the program; and

lncrease in social safety net access for extremely poor orphans and vulnerable children
households were through an effective and efficient expansion of the programme.

Scope of the Audit

The audit examined the operations and activities of the CT-OVC program, applied by the Central
Program Unit (CPU) in the Department of Children Services (DCS), County Children Officers
(CCO) and outsourced Payment Service Providers (PSP's) in the management of the program.
The audit focused on targeting, enrolment, payments, and disbursements of funds, capacity
development, case management, updating of CT-OVC's management information system (MlS),
conditionality's compliance and complaints management. The audit did not examine the
misappropriation of funds, if any, by the CT-OVC management. The audit covered a five year
period from 2009 to 2014.The CT-OVC program is co -financed by the Government of Kenya and
three donors: UNlcEF, Department of Foreign lnvestment (DFID) and world Bank. The audit only
focused on the subnational govemments i.e. Counties funded by debt borrowed from the World
Bank.

2.03

Limitation of scope

The tt/inistry of Labor, Social Securities and Services did not avail requested personal files of the
CPU's personnel and written description of user privileges/tasks for officers managing CT-OVC to
enable the assessment of technical capacity of staff. The audit was also unable to analyze and
conclude on the yearly scale up of the CT-OVC program because the Ministry did not grant the
audit team access to the MIS application and the server room.

il.

iii,

iv.

3

I
2,021

I

I
I

I



Audrt Assessment Criteria

Z.O4 The a.rJlt criteria were drawn from :he CT-OVC s operatio:tal manual, statutory mandate,

rinan:i:rJ agreement, project appraisal documents and service celiven'charter. We expected the

CT-OV,I programme to have been manageC with due care, rryith n stipulated time frames and only

io stipulated target population so as to atlain desired programme objectives' Thus, the

Cerfcrmance of the CT-OVC programme was assessed in relation to:

r. Tirrely upffie gfCT-OVC infurmation andpay,mentsrelative-tothe pr€91"fl1€ rcgulattons;

i . Capacity to manage the CT-OVC progrem;

iii. Effectiveness in ensuring that only deserving beneficiaries in poor households that meet set

conciitions in CT-OVC's selection procedures and criteria are funded; and

iv. lrcrease in social safety net access -br extremely poor orphans and vulnerable children

househotds were through an effective ard efficient expansion of the programme.

The detailed assessment criteria applied in the audit ar"e highligt'ted in the respective audit

findings in Chapter 4 of this report.

2.05

Methods of Data Coliection

The audit was carried out in accordance with Performance Auditing Guidelines set by the

lntemational Organization of Supreme Audit lnstitutions (lNTOSAl) and audit policies

established by the Office of the Auditor-General. The guidelines and polices fulfill the

requirements of lnternational Supreme Standards on Auditing (lSSAl's). The following methods of

data collection were used during the audit:

i. Documentary reviews: The audit reviewed CT-OVC's beneficiaries' payrolls, complaints

files, financial and statistical data maintained by the Central Programme Unit (CPU) and

County Children's Office (CCOS) to obtain information on the program's operations and

performance.

ii. lnterviews: The audit conducted interviels with senior officers in CPU, County Children

Officers and beneficiaries, CT-OVC's payment service providers and paying officers'

iii. physical verifications: The audit team visited CCOs, beneficiaries' homesteads and

paying offices for payment service providers to observe the living and paying conditions for

the beneficiaries.

iv. Operations of the CT-OVC Management lnformation System: To understand the

programme's embedded intemal control the audit team undertook an information system

internal controls review.

4



3.01

3.02

3.03

Chapter 3

Description of the Audit
fhe Cash rransfer for 0rpnans and Vutnerabte uhildren Progran'lrne's Legal Franneurork

Kenya has over sixty pieces of legislation dealing with children's issues and is a signatory to a
number of international conventions and agreements that provide for the protection and promotion
of children rights. The CT-OVC programme targets orphans and children made vulnerable by
HIV/AIDS, Tuberculosis and Cancer. Thus the CT-OVC programme is guided by Kenya's
National Programme Guidelines on Orphans and Children made vulnerable by HIV/AlDS, Kenya,s
Orphan and Vulnerable Children Policy and the Children Act, 2001, CT-OVC prolect Appraisal
Document 2009 & 2013, Operational lvlanuals 2009, 2010 and 2012 and their annexures,

Statutory mandate and role of the Ministry of Labor, Social Securities and Services

Social protection is a national level function in the Government of Kenya. As per Article 43 of
Kenya's Constitution, the fi/inistry of Labor, Social Securities and Services (MLSSS) has the
responsibility of ensuring that all citizens enjoy social protection. The Ministry derives its mandate
to facilitate and coordinate gender mainstreaming in all sectors, promote social development,
welfare and children's development from Kenya's executive circular 1t2OO8 and 212013
respectively' The tvlinistry was created to promote, coordinate, monitor and evaluate gender
equality, women's empowerment, social development, care and protection of children and other
vulnerable groups as an integral part of the national development. The tt/inistry aims at being a
leader in the provision of a gender responsive, child friendly and social services leading to a
society where all enjoy equal rights, opportunities and a high quality of life. The Department of
Children Services (DCS) within the tt/inistry manages the CT-OVC program. The DCS
coordinates and implements all children's programs in Kenya and draws its mandate from the
Children Act, 2001. This Act among other things makes provision for the care and protection of
children a priority.

cash Transfer to orphans and Vulnerable children's objectives

The CT-OVC program's overall objective is to provide a social protection system through regular
and predictable cash transfers to families living with orphans and vulnerable children (OVC,s).
The cash transfers are to encourage fostering and retention of orphans and vulnerable children
within their families and communities and to promote their human capital development, As stated
in CT-OVC's project appraisal document presented to World Bank, the programme,s
development objective is to increase social safety net access for extremely poor orphans and
vulnerable children households, through an effective and efficient expansion of the CT-OVC
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program oy increasing the capacity of the DCS tc manage the CT-CVC program, supportinE

effectrve program implementation in sele:ted Counties, by providirg timely and predictable

transfe:s to eligible orphaned anC vulnerabe children's'households and contributing to improved

human capitalfor orphaned and vulnerable :hildren in the households'

The Cash Transfer for Orphans and Vulne'able Children Programme's institutionat

Framework

3 0, rne tvtrnrstry nas put in piace ine totlowing strrJct-ures foi -rmpErneiltEion oilile p-rogramme:

Figure 1 : CT-OVC's implernentation structure
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3.05

a) At the national level: The programme is imclemented by a Central Programme Unit (CPU)

headed by a Director of Children Services within the Deparlment of Children Services (DCS).

b) At the County level: One Children Officer and three assistants are in charge of

administrative aspects of the program-

c) At the sub-county level: Advisory Area Councils (AAC) who constitutes various govemment

officers coordinate and supervise program activities at the sub-crunty level'

d) At the community level: Location oVC cornmittees (LOC) who are elderly members of he

community administer the programme within the comrnunity.

organizational structure of cT-oVC',s Central Programme unit

A Central programme Unit (cpU) has been established within the Department of Children

Services to manage the daily operatrons of the CT-OVC programme' Members of the

programme's cPU are selected by the Ministry. The cPU is headed by a Director of children's

Officer.
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f,oles ano responsibi[ities of key players trnder tlie cT-ovc proEraffr
I

I

3.06 T[e IVLSSS allocated the following roles and responsibilities to key players in the progranrr

a) The Departrnent of Children Servrces (DCS): CT-OVC's CPU established in Nairobi within
the Depafiment of Children Services (DCS) is responsible for managing CT-OVC program

activities nationwide. Within the CPU is a coordinator who reports directly to the Director of
DCS. The coordinator manages the day to day activities and provides operational guidelines

of the CT-OVC program. The CPU coordinator also links the Government with donor partners

and authorizes all the programme payments supervised by Director of DCS. CT-OVC's CPU
functions include :

i. Coordinating for identification and selection of the beneficiaries' processes, logistics for
enrolment and program promotion procedures;

ii. Producing the lists of eligible households;

iii. Supervising the compliance of conditionality's/responsibilities under the processes;

iv. Requesting cash transfers for payment agencies and approve payments to households;
v. Organizing trainings for programme operations for central and local staffs; and

vi. Ensuring proper documentation and reporting of the programme processes,

b) The County Children Offices (CCO) - are responsible for the administrative management of
the CT-OVC program at the Counties. They also serve as the link between the CPU and the
entities providing health, education and civil registration services and the beneficiaries. They
also monitor compliance and reporting information and filing financial reports back to the
CPU. Further, the CCO works with the Locational OVC Committee (LOC), County OVC Sub-
Committee (C0SC) to support selection, enrolment, conditionality's/responsibilities
compliance, payments, monitoring, case management and complaints management of
beneficiaries.

c) Location OVC Committees (LOC) - are formed prior to the start of the CT-OVC targeting
process and are disbanded once enrolment is completed. The main role of the LOC is to
identify orphaned vulnerable children within their location, assist to identify enumerators for
house hold surveys, validate selection of beneficiaries through the community barazas, assist
with enrolment, coordinate home vlsits and awareness sessions process and monitor
progress of OVC continuously. LOC's also sensitized the community on the Children's Act
and the public plight of OVC and HIV/AIDS and encourages the community to obtain birth and
death certificates, lD document and maintain OVC data,

d) Advisory Area Council (AAC): The AAC coordinates and supervises activities and services
for children at the sub-county level, The AAC creates County OVC Sub-Committees (COSC)
who are in charge of supporting the imprementation of the cr-oVC program.

e) County OVC Sub'Committees (COSC): select and approve locations and lists of beneflciary
households based on the programme guidelines given from the CPU. COSC sensitizes

7



c)unty administration, opinion leaders and community on CT-OVC, train and supervise

LCCS and assist in programme cycle activities.

f) Eeneficiary Welfare Cornmittees iBVl'Csl; lr each location whe'-e CI'-OVC programme is

impisnsnlsd beneficiaries are elected into BWC and once enrolment is cornpleted the LOC's

are disbanded. Each village shoulci have a naned BWC who is expected to represent then.

The BrilC's disseminate information tc beneficiaries on paymen' dates, olay a role in the

c-omlhnts and gleyancq sy$qllr and compl:9e ligls- of !-en9fg91es who d9 19t receive

payments during a payment cycle to Sub-Colnty Children's Officers to facilitate follow-up'

BWCs also play a similar role to LOCs ir locatirns during scale up of the program. Both LOCs

and BWCs are members from eacn or the sub - locations rTraking up the location and have

representation from any marginalized or minority groups found in the location.

CT-OVC Process DescriPtion

3.07 The ,IT-OVC programme provides cash transfers .o the beneficiaries as follows:

a) program targeting phase : As descrbed in the CT-OVC's targeting guide beneficiaries are

targeted through geographrc and household targeting:

i. Geographic targeting: This is the identification of counties to be incorporated into CT-OVC

programme based on rankings of extreme poor ovc households.

ii, Household targeting Process (selection of eligible households) includes: After the

LOCS members are trained on how to fill CT-OVC Form 1, trey plan on how to collect

required information using a route map whicr is also used later by enumerators, Each LOC

member receives the original CT-OVC targeting materials, other respective materials and

the printed original Form 1, The LOC members visit all households in his location that look

very poor and have orphaned children in order to fill out form. Once the fleldwork is over,

LOC rnembers meet and with the assistance of DOSC members decide which HH's qualify

or not,

priority list of eligible households are praduced by the MIS and sent to the DOSC, for validation

by the LOC and the community in a "Baffaza'. Atter validaton, the lists of immediate

benefrciary houselrolls, pending households and rejected households is produced. Any

changes from the validation process re adjrrsted in the MIS then the final list of selected

households for the programme is produced and immediate beneficiary households are invited

fcr the enrolment processes as depicted in the lollowing figure'

B



Figure 2 : Household tarEeting process

Source: CTOVC guidelines

b) Program delivery phase: Once targeting of CT-OVC beneficiary households have been completed
CPU coordinates the organization and implementation of the enrolment process jointly with the
County Children's Officers in the following stages:

3,08

i. Planning: entails logistical coordination with County Children's Officers (CCO), the programme
team and other entities who agree to participate in the event. lt also involves training of County
Ovc sub committees (cosc) who willserect and train the enrolment team;

ii. lmplementation of the enrolment process : Households receive orientation on the program and
are provided with the information and relevant documents required;

iii. Closure stage: Once the enrolment process has been completed, the site is closed down
iv' lnformation systemization: Once CT-OVC documentation is received at the CpU from the

counties, the enrolment forms are organized reviewed and entered into the MlS. The MIS
produces list of beneficiaries who are ready to receive the first payment, list of beneficiaries with
incomplete households' forms and non-attendance households.

CT - OVC's payment process

The Ministry has contracted two payment service providers (PSP) with different contracts and
payment systems to make CT-OVC payments to programme recipients, CT-OVC,s public
payment service provider, M/s Postal Corporation of Kenya Limited has been making payments to
beneficiaries manually since the program was launched in 2004. ln Novembe r 2011, to enhance
efficiency, the tt/inistry contracted another private payment service provider, M/s Equity Bank
Limited, to offer a strong and secure payment solution with two4actor authentication process. The
two{actors of authentication comprise of: something the recipients HAVE (e.g. magnetic stripe
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card) anC something they ARE (e.g.a 5iometric). The CT-OVC's palmenl process is repeatec

every trvc months as dePicted below:

F 3 : CT - OVC's hvo months PaYment cYcle

I

2rcckpaVcment
period forthe PSP

todeher crstrto
reciepients

e

uepks for th
PSP to prepar

recorrcilatilr,t

. leport

3.09

Source lT - OVC manageman,;o6xmenr,S

The rayment process is divided into three phases; preparation, payment and reconciliation phase

a) preparation phase: Preparation phase takes two weeks before the beginning of payment

period Phase as follows :

i. The CPU sends payment information to the Central PSP via magnetic form

ii. The National Treasury and/or Donors transfer funds from their bank account to the PSP bank

account.

iii. The Central pSp receives the electronic information and check whether it's correct.

iv. The Central psp sends this information eitfer in printed material or in soft copies to their

regional pSp branches depending on the rescurces available in the branches.

v. Before payment period each PSP branch must get three copies of beneficiary list and one

copy of receipts for beneficiaries to support each payment and confirm that the house hold

has received the payment. Each beneficiary list is stamped and signed by the officer in charge

of the branch office.

b) payment period phase: As stated in the CT-OVC operational manual, the payments are

made bi-monthly in the months of February, April, June, August, October and December'

Once the amounts to be paid to beneficiaries have been calculated in tre MlS, the list of

payments is sent to pSps to begin payment. The payments are to last two weeks beginning

on the second last Monday of each month f:r public PSP and ttre last fourteen days of the

second month for private PSP payments.

c) Reconciliation Phase: once the paymert period ends, each regional payment servlce

provider (psp) starts with the reconciliation, and send back lo the Central PSP in Nairobi list
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of beneficiaries and the payment receipts not delivered with the corresponding signafures of
the beneficiaries who were paid. The central PSP in turn consolidates the informalion and
makes the reconciliation report or settlement report to the CPU and send the information in
hard and soft copies to the lVinistry (IVLSSS)

d) pompliance and monitoring of conditions process: is as depicted below

figure 4: CT - OVC payment periods and compliance conditions

Source: Operational lilanual

i) Compliance: Health and education compliance forms are pre-printed with the names of
beneficiaries and are sent to the respective schools and health facilities by the DCO at the
onset of either the academic or calendar year

ii) Monitoring: Monitoring of education and health conditions is undertaken by the central
programme unit and county children office with support from schools, health facilities,
county education and medical officers respectively.

Financing of the CT - OVC programme

3'10 The entire CT-OVC program is co{inanced by the Government of Kenya and three donors,
uNlcEF, DFID and the world Bank as shown and tabulated below.
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Figure 5: Sources of Funding to CT' OVC -

CT - OVC funding
DFID

t7%

World
Bank

28%
UNICEF

2!o/o

N/B: The Govemment and wortd 8{inh is tte main source of cT - ovc's operational funds

Source: OAG Ana,ys,s ot ffISSS audibd Financia, Sble,nents

3.11 The aggregate amount of funds received for the IT-OVC programme from all sources between

the 2008/2009 and 201212013 financial years is slown in Table below

Table 1: Protramme Expendkure by source of fir ancing in Kshs. [Millions)

Year GOK
Kshs.

UNICEF
Kshs.

World Bank
Kshs.

DFID(Wortd
Bank Trust
Fund)
Kshs.

Total Amount
with O&M per

Year
(Kshs)

2008/09 579,000,000 380,982,938 959,982,938

2009/1 0 815,916,000 752,911,724 48,900,017 1,617,727,74'.1

2010111 789,885,416 847,13t-,280 450,843,458 2,087,866,154

2011t12
2012t13

1,081429,697

1,081,487,912

n4,529,512 1,300,429,030 688,568,805 3,364,957,044

y\357,417
2,617,918,871

1,769,981,998 1 709,923

2,A97,278,728
$9453U19_

Total Amount
with O&M

4,347,719,025. 3,570,154,503

Total Amount
For HH only per
year

2008ic9 546,000,000 296,301,090 942,301,m0

2009,'10 743,872,000 680,202,340 1,424,074,W

2010,,11 741,117 ,200
--- s10p$2oo 3e7,638,240

263,988,205 1,135,248,540

1,949,638,640

665,362,405 2,987,828,350
2011t12 923,229,200

'l ,353,153,085 1 325 444,948 3,980,703,493
2012t13 1,001 305,460

3,955,523,860

300,800,000

Total Amount
For HH only Per
year

2.352,174,835 2,886,039,865 1,990,807,353

U

l

Sources: MLSSS status rePorl
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312 This audit covered only debt (Loan)funded program areas from 2009 to 2014 as reflected in table
below.

Table 2: Annual Donor Funds (lDA)

Financial Year Amounts (Kshs)

2009t2010 573,400,000

1 ,055,959,105
2011t2012 1,363,631,498
2012t2013 1,689,'137,999
2013t2014 2,726,944,838

Source: GOK Development Estimates

Application Controis

3.13 Application controls are controls over input, processing and output functions. lmplementation of
these controls helps ensure system integrity, that system functions operate as intended, and that
information contained by the system is relevant, reliable, secure and reliable when needed. These
controls include: methods for ensuring that; only complete, accurate, and valid data are entered
and updated in a computer system; processing accomplishes the correct tasks; and processing
results meet expectations,

CT-OVC's Stakeholder Analysis

3.14 The key stakeholders of CT-OVC includes but not limited to; the MLSSS, Parliament, the National
Treasury, Payment Service Providers and CT-OVC beneficiaries.

Table 3; Stakeholders of CT.OVC program

Stakeholder Group The
ovc

stakeholder's interest in the Affairs of the CT

Parliament To ensure lhat CT-OVC fulfils its mandate and that the
funds disbursed are utilised

CT. OVC'S Payment Service Providers To earn an income from services provided.

Beneficiary Households To earn an income from the bi-monthly disbursements
received.

The Government Assurance thr

services to the
at CT-OVC is offering the intended

Development Partners Assurance that the funds to the program are being
utilised for the right purpose

Sources: OAG stakeholder analysis

'13
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C$rpter 4

Findings of the Audit
Beneflts cl CT. OVC prcrgramn,e

4.01 The CT-OVC 2012 programme evaluation and 2013 Kenya National Safety Net Program for
Results noted the following benefits associated with the programme since it was initiated in
2004:

i. Reduced labor - There was a 120h reduction rate in farm child labor for boys.
ii. Povefi reduction - There was with a 13% reduction in the share of households living on less

thanadollaraday.
iii. Access to health - Families benefiting from CT-OVC programme had an 11o/o reduction in

incidence of diarrhea among 3 - 5 years old, '13% increase in measles vaccination and 13%
increase in children accessing preventive care for children of 0 - 5 years of age.

iv' Access to secondary education - children between 13-18 years of age residing in beneficiary
households were g% more likely to be enrolled in secondary schools than those from non-
beneficiary households.

4.03

lnadequate capacity to manage the cT - ovc programme etfectively

The Ministry has a responsibility to ensure that the CT-OVC programme has adequate resources
to deliver its services nationwide effectively to achieve optimum results at minimum costs. One of
the CT-OVC's development objectives as stated in its 2009 project appraisal document to World
Bank was to increase the capacity of the Department of Children Services (DCS) to manage the
program' The audit thus expected that by 2015 at the time of audit, the programme had staff
capacity that are qualified for and understand the roles and responsibilities of their job duties.

The CT-OVC's Central Programme Unit (CPU), implements and manages the programme's day
to day operations. The CPU's organization structure has four main areas; operations and

4.04

15

4.02 The Cash Transfer for Orphans and Vulnerable Children (CT-OVC) program at times was not
managed with due care and faced challenges that hindered its full implementation. The audit
found that there was inadequate capacity to manage the programme effectively, checks and
balances in place did not ensure efficient fund management and undeserving beneficiaries were
enrolled in the program, These findings, in addition to the reasons for the unsatisfactory
management of the programme are discussed below.



planning, evaluation and monitoring, administratior and financial management and lVlanagemen:

lnformation Systems (MlS) as depicted below

OFIGA.NIZATIONAL S-FIUCTURE OF TH E CENTRAL PROGRATUIME UNIT

FOR PH,qSE 2 (FY 2008 and FY2009)

I I (.nlra i

I Programme ltnit 
LICPUI i

2 Suppcn tjnit
ewelinrre+

(Sector Liaiion)

Currdinatcr

Operations

mntlol offirr

1.1 SccEtarial
. Asistrlr
( I pcnons)

2.1t

(r

Communietions

3 ()pcrations

Cmrdinator

2.2 Tmining Offtccr
( I pe6on)OfIcer

6. Admlnistration and

Financial Coordinator I

(r

3I 4.1 Plan:ing
Asistum Oficcr

4,2 M&E
Assisuncc lJfEca.

(! pcMn)

5.1 l'.lS Engtncr
pdson

5.2 Dala Ent!-y

Superuisor
(l pasn)

5.2. I DlrE Entry
Offis

(5 pdsons)

Procuren€nt
Ofriw (l

officer

33

-

ffiOfficem (8

CPU'S orgsoeram -
Sourco: ilinisty of Labour, Social Securttlet ard Sefiiceo

The CpU had inadequate stafr capacity to manage the programme offectively:

a) By effectively using its computerized MlS, the CPU can optimize the use of CT-OVC'S resources,

accelerate and reduce programme processes and implementation costs and better serve the

public. Based on CT-OVC's organogram above, the CPU's MIS area should have an MIS

coordinator, engineer, data supervisor and data entry officers. However the audit found that:

i, The MIS coordinatofs position who is the most senior official accountable for the entire

programme's MIS issues was held by a Children's Offlcer who is an economist. As stipulated by

the Ministry, the MIS coordinator's position shotld be held by persons with a bachelors degree

in information systems or computer science with at least three years of experience in dealing

with information management systems preferably in development projects. The Officer should

be able to manage information systems including hardware and soft\ /are issues. The Children's

Officer had been hained on the job and received short courses on lT. However, given the

complex nature of managing information systems, the Children Officer managing the

programme's MIS area risked being unjustly blamed for vast inefficiencies, changes or

modifications in the MIS due to lack of adequate technical expeftise'
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ii. Since the CPU did not have an tMlS Engineer, it relied on development partners for provision of
its Ii/lS engineering work. However, the tVinistry did not attach any specific staff to work
alongside the development partners to gradually develop required capacity and reduce this
reliance. ln addition the lVinistry had not documented any agreement with the development
partners to provide the programme's [/lS engineering services, Hence the lVinistry did not have
any legal recourse if appropriate services were not provided. Further, having lhe donors
maintain the programme's [/lS engineering works also raised concerns on conflict of interest
and how to effectively manage this relationship since the development partners loan
government funds for the programme.

iii. The CPU had two data supervisors and recruited data clerks for data entry on a needs basis,
The programme handled sensitive country wide information on cash transfers on orphans and
children made vulnerable by HlviAlDS, Tuberculosis and Cancer. However there were no
documents determining the depth of screening levels for the neither temporary data entry clerks
nor indications that the clerks were receiving periodic reminders of their responsibilities as
regards information being handled. Thus the programme's information was exposed to privacy
and security risk such as disclosure, modifications, destruction and interferences. There were
also no indications that the two supervisors work were being subjected to regular reviews to
ensure that the transactions were being processed correctly resulting to inadequate segregation
of duties and accountability.

b) To maintain stakeholder's confidence in the programme, effective accountability and good
financial management of the CT-OVC programme is of utmost importance. As depicted in its
organogram above the CPU was to have over four staff managing its financial administration.
These included an administration and financial coordinator, a procurement officer, financial officer
and an assistant clerk. However, due to inadequate capacity, a financial management consultant
was engaged by the World Bank. Also the finance officers and project accountants were attached
but not seconded to the programme and as such could not wholly dedicate their services to the
programme. fhe programme also did not have an internal auditor and relied on the lvlinistry,s
internal audit department. An internal auditor appraises the activities and monitors the adequacies
and effectiveness of internal controls in place, The audit observed weak controls which was
attributed to inadequate capacity in the financial administration area.

c) According to the ft/inistry, County Children Officers implementing the CT-OVC programme are
trained locally and internationally on a regular basis. However documentary review of programme
reports, interviews conducted and observations made during field visits indicated that some cT-
OVC officers managing the programme within the counties were not able to effectively monitor the
enrolment process, maintain and update program records as required,
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d) The t/lnistry did not avail other requirecl informalion to enable the audit verify the exrstence,

compelency and capacity of other CPLI personnei apan from the MIS area in nanaging the CT-

OVC programme.

4.05 The cr-o\/c,s cpU iS responsrble for managing the programme's overall operation to ensure th3

programme attains its objectives. The audit noted trat due to inadequale capacity indicated above

the CT-OVC program faced challenges in ail fou, main areas of operations; MlS, administratior

and fifianeiatfnaftagernent, -plaftBingr e+aluaton ard msnitortng'

T'he CT*OVC's tVlanaEernent r'lorrrali :rn $vstern

4.06 Funcamental success ol CT-OVC's decisior making and accountability depends on the nature of

data captured and processed, information produced, stored and communicated in the

Management lnformation System (MlS), Hence effective management and coordination of all CT-

OVC,s information is required for the achievement of the programme's desired outputs ard

outcomes, The audit conducted a review at tl'e Ministry's headquarters that included da:a

extraction, analysis and walkthrough tests of critrcal applications in lse and also review cf the

audit trail on data entered in the MlS, and noted tt at the CT - OVC's trllS applications had several

wea(nesses and potential vulnerabilittes :

a) There was no business continuity plan; T!'e audit revealed that the CT-OVC program did

not have a business continuity plan because of lack of trained lT personnel within the

programme and was therefore not prepared to continue serving its clients in case of any

disaster . A business continuity plan ensures continued opaations of critical business

processes and required backup arrangements and post-resumption reviews. The main

oblective of a business continuity plan is to maintain data integrity together with operations,

services and processing facilities and if necessary provide temporary or restricted services till

normal servlces can rcsunre. The CT-OVC programme servcs critical needs of vulnerable

orphaned children and if these services are disrupted it can lead to both financial and socio'

eoonomic losses to recip'ent households. Over time the CPU has increasingly relied on he

availability of the cT-oVC's MIS to discharge its obligations, Hence it was expected that the

CT-OVC had a business continuity plan to respond to incidents and disruptions and

consistently ensure normaloperations carry on, in case of a disaster'

b) The CT-OVC programme did not have ICT policies and procedures: The audit found that

the CpU did not have any written lT policy in place to ensure trat it's computerized MIS

operations had adequate control expechtions on key issues like quality, security,

confidentiality, intemal controls, usage of lT msets, ethics, inlellectual property rights and

ensuring lT operations are aligned with the overall objective of the CT-OVC program'

c) lnadequate audit trail record: The audit revealed that the documentation trail maintained by

tre CT-OVC,s system was ilrac,lequate as only logins were rccorded. The absence of a trail

was caused by lack of application controls tral could result in lack of data integrity' An audit
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trail enhances accountability and decision making. A good audit trail should record who
initiated the transaction, time of the day and the date of entry, what field of information it

contained, and whatfile it updated. According to COBII BA 107, DSS05 an IVIIS should have
adequate audit trails so to be able to retrace and recreate the flow of transactions from the
point of origin to its existence on an updated file.

d) "adeq-,ate data taiicatir;i *:c € -i:t::tg: Review of CT-OVC's ]vllS application revealed that
CT -OVC's lVlS validity check had not been enforced in key fields like the recipients surname.
This affected data integrity in the system and exposed the CT-OVC program to the risk of
having a less reliable information system for decision making. Validation is the act of
establishing the truth, accuracy or relevance of an amount or fact by corroborating it through
performance, vouching, confirmation or reconciliation. ln computer programs, procedures or
routines can validate data as it is entered. According to COBIT DSS05 input data should be
validated and edited as close to the time and point of origination as possible by using
preprog rammed input formats.

e) The CT-OVC does not have an lT strategy: The CI-OVC also had no strategy to enable
the programme relate to a long-term direction in leveraging lT for improving business
processes and making lT decisions.

CT-OVC program did not have adequate systems for efficient rnanagernent of program
funds

4.07 Controls are all methods, policies and procedures that ensure protection of an organization's
assets, accuracy and reliability of its records and operational adherence to sel management
standards. The audit found that the CT-OVC did not have adequate controls and the CpU did not
regularly update the [r/lS, hence,

a) Deceased care givers were found included in the CT-OVC's system: Changes to replace
deceased caregivers with alternate names in the CT-OVC's system are expected to be done
through update Forms U1 to U6 with supporting documents within 15 days after the filled
programme update forms are delivered to the CPU. However, the audit found that at times it took
up to forty months to replace deceased caregivers in the system, For instance in a sample of 65
deceased beneficiaries in two counties, as at 30 June 2014: 77%had been reported dead by the
CCO"s to the CPU three to twenty months before 30 June 2014,180/o had been reported between
twenty one to thirty months before, while 5% had been reported deceased between thirty one
months to forty months before, This resulted to use of letters from chiefs and CCO's to idlntify
caregivers whose names were not altered in the payroll instead of programme lD's, The DCS had
on several occasions discouraged the use of letters for the purpose of collecting cash. The use of
the letters was meant to ease the suffering of beneficiaries who do not have the necessary
documents to collect the cash which however increased the risk of fraudulent payments.
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b) '",'' ! " Theauditfoundthat

at tinres beneficiaries who cid not collect'.h:rr furds for four ccnsecutive cycles were removerl

from the programme payrnent list and lhen reinstaled under unciear ci'cumstanoes. A beneficiarT

hous,:hold is required to exit the program if they lo not collect paynents for lhree consecutive

perioJs. Jue to poor managenent when re:ipien;s names are reinslated the arrears would be

deliberately omitted, which also raised the ris< cf fraucjulent activ ties,

C) AJrei-:is,atf itfieaiFC.rt -,t- l?,."1,,::l art+eu l,r+n€flirtaries 'e(; i!)rtirl!s ,r,s'l r,av ThO aUditfOUnJ

that at times beneficiaries were not beingi paic their arrears after missing less than three

cons:cutive payments folrarious reasons. For irstance in one samcled paynent cycle in one

locatron; the audit found fifteen beneficiaries whrse arrears totaling Kshs'45,000'00 were not

reflected ir the following months' payroll afler rniss ng pay for one cycle'

Beneficiaries not exiteo from the prograrn as stipr.niated: Tl"e CT-OVC's operational manual,

requ:res a beneficiary household to exit the program if they co not collect payments for three

consecutive periods; that is the arrears for four cycle payments equal tc Kshs.16,000.00. Analysis

of the programme's payment documents in three :ounties and found there were 48 beneficiaries

whose arrears were reflected as Kshs.16 000.00 for more than one pay cycle, but tl^.e

beneficiaries were not exited from the program as stipulated.

e) Double enrolment: The audit analyzed CT-OVC's mobilization list and signec recipient's pay ltst

on the Drogramme's MIS for five counties to determine whether there were beneficiaries who we''e

double enrolled in the prograrn. The audit found fifteen beneficiaries vrho had been enrolled twice

(dor,bie enrolled) into the CT-OVC program as at 30 June 2014, Double enrolment of

beneficianes into the CT{VC program may result in the government losing funds paid to the

second beneficiaries enrolled, and not be able to enroll other deserving beneficiaries. The audit

also found that at trmes GT{VC recipients were registered twiue in the programme using

temrorary programme cards while they had national lDs at tinre of enrolment as per the national

lDs issue date ,The double registration ol the beneficiaries resulted where the first program card

had the national lD number wlrile the second program lD had the temporary programme card

number, This was due to inadequate monitoring of requisite documents during enrolment of

recipients and resulted to recipients receiving twice he amount of funds that they should have

been receiving.

f) Beneficiaries not being paid their arrearst after missing less than three consecutive payments

for various reasons. For instance in one sampled payment cycle in one location; the audit found

fifteen beneflciaries whose arrears totaling Kshs.45,000.00 were not reflected in the following

months' payroll after missing pay for one cycle.

4.0g The Ministry contracted two payment servrce provrders to provide a cost effective, reliable,

acc.essible and secure system for the delivery crf cash to the CT-OVC program rccipients' The

CT-OVC's Central programme Unit (CPU) is responsible for coordinating with the payment

d)
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service providers, tVlaking payments is the responsibility of the outsourced payment seruice
providers. The CT-OVC programme works on a payment cycle that takes eight weeks (two
months), The first payment cycle starts within a week after receipt of cleared funds from the CCS
and lasts two months during which all payments to the recipients must be made. Activities for the
two months payments cycle are: 2 weeks for the PSP to prepare reconciliation report, 3 weeks for
the CCS to review reconciliation report, issue new instructions and send funds, 1 week for the
PSP to prepare and make payments and 2 week payment period for the pSp to deliver cash to
recipients. The cash transfers are made after every two months. Up to September 2011 recipients
were paid a monthly benefit of Kshs.1,500.00 which was increased to Kshs.2,000.00 from
October 2011. fhe audit found that payment of the CT-OVC program funds had not been
properly managed.

a) There we!'c over payrnents of funds to beneficiaries: The audit found that, at times the CT-
OVC's CPU posted wrong amounts to the beneficiaries' names. At the time of transfening the CT
-OVC funds to payment service providers, the Ministry also forwards the payroll form which
comprises a list of payments according to the beneficiary, location and names of persons
authorized to collect the subsidy on behalf of the beneficiary. The audit noted that overpayments
were made more through the private CT-OVC payment service provider than in the public
payment service provider. For instance review of the second and fourth cycle of the private pSp
payments to CT-OVC recipients revealed that thirty one program beneficiaries had been overpaid
by Kshs'544,000.00 (Kshs.388,000.00 and Kshs.156,000.000 respectively). While the public pSp
overpaid seven beneficiaries by Kshs.28,000.00 in the November - December, 2011 cycle.

b) Beneficiaries were being paid above the stipulated maximum limits: The CT-OVC,s
operational manual stipulates that a beneficiary household that does not collect payments for
three consecutive periods (that is the arrears for four cycle payments equal to lGhs.16,000.00)
has to be removed from the program. The County Children's Officer should then inform the
household about the non-collection of the payments and its consequences. The audit found that
there was no frequent update and monitoring of the cT- VC's payroll by the cpU and county
Children Officers. ln addition the programme's [/lS did not have an inbuilt internal control
mechanism to stop payments beyond the maximum allowed arrears of Kshs.16,000.00. Hence
beneficiaries were at times receiving more than the set allowed maximum arrears. For instance
there were eight beneficiaries who had been overpaid a total amount of Kshs.1gS,5Sg,00 as
arrears, with some of these beneficiaries receiving overpayments of up to Kshs.30,405.00 each,
The Kshs.185,559.00 wourd have managed to fund over 60 oVC households.

c) Recipients were paid without stipulated identification documents: The CT-OVC,s guidelines,
stipulate that a beneficiary be identified by a national lD or the programme's lD. An alternative
caregiver is required to be identified using their national lD, beneficiary's national lD and the
program lD at the time of payment. On the other hand for private payment service provider
payments, in addition to these listed documents, beneficiaries need to produce a biometric card
during payment. The purpose of the authentication process is to ensure that the person
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transircting is who they claim to be and has the pight to transact usinE the payment instrumen:,

howeve".

. Analysis of the programme reports and questionnaires admiristered rrom the County

children's officers (cco's) indicated that palments to beneficiaries were at times made

without prescribed identifications. For instance. in three courties trere were 99 beneficiaries

who were paid after being identified using lette"s written by the CCO or their representatives.

O{ these g9 beneficiaries, gl% had no orogram lD,7% had no national lD, while 2o/oha1

naticnal and program lD missing during the payments. The audit also observed that it is onty

the national lD that had the photo of beneficiries, while the prog'amme lD had no photo of

beneficiaries. Without a picture to identify a beneficiary it was not easy lo confirm whether the

beneficiary being paid is the bonafide program member since at tines in some communities it

is common to have identical names. Failure to rauthenticate recipients as prescribed raised the

risk cf government losing funds through payments to people nol en'olled in the program, lack

or proper reconciliations and data capture and risk of wrongful renoval of beneficiaries from

tl'e program due to non-collection of funds'

ii. cT-ovc,s private psp came with an extra cost since it was to offer a strong and secui'e

payment solution with two - factor authentication process comprising ll) something the

recipients HAVE (e.g. magnetic stripe card); (2) something trey ARE (e'g' a biometric' Hence

taxpayers were subjected to extra transaction fee of Kshs.30.00 (tte difference of Kshs.90,00

per transaction for payments through the privab PSP and Kshs.60 00 through the public PSP).

Audit review of the private psP's payment cycle reports and summary of payrolls from cycle 'l -

11 revealed almost 1B,2SZ beneficiaries who had not been issued with biometric cards since

berng enrolled. These beneficiaries were not authenticated using the biometric cards during

payrnents despite taxpayers extra funds for the use of the biometric electronic authentication.

Aurlit arralysis revealed that the percentages of bencficiaries without biometric cards at times

went as high as 11.20Yo as tabulated below:

Table 3:Number of non'carded Beneficiaries per Cycle

Cycle
Recipients

biometric cards

with Recipierts not issued

with blometrlc cards
Total Recifients

Yo Un+arded

Bcncficiaries

Z 9,914 580 10,494 5 50%

3 20,350 2052 22,402 9,200k

8 52,768 6,635 59,403 11.20Yo

9&10 54,662 1,280 58,942 7.3QYo

11 55,050 4,705 59,755 7 90%

Total 18,252 210,996

of payrolls from CYclc 1 to '11
Source: Payment CYcle RePorts and summary
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d) ,: ,.:. -: . "r..' - Fr,F 1., r t...,.i. :, t.; COntfaCtagfegment
between the CT-OVC's private payment service provider and the N/inistry require the County
Children Officers (CCO) to send an enrolment file to the private payment service provider to
produce and personalize the payment instrument used in their solution. This is done during the
enrollment of beneficiaries after the CCO has identified the recipients and enrolled them in the
program, However documentary review and interviews conducted revealed that the CPU and CT-
OVC private payment service provider at times produced two cards per beneficiary. Producing two
cards for a beneficiary (double production of cards) led to the Government losing funds on the
cost of producing the second cards and probability of double payment to beneficiaries. For
instance in an audit sample of two counties we found 499 beneficiaries with two cards (98% for
Kakamega and2o/o for lVakueni). Within Kakamega the audit found that Khayega Sub County had
the highest double production of beneficiary cards of 173.

trrgr"e 5 . lir,:t"ie i..arleJ :€:- ef {.:ar:Es

200

150

100

50

0

r No. of double cards
found

($tst^s.e"'*S""""S *a .-"" "s!,os

Source; OAG analysis of CT . OVC data

e) Beneficiaries were not accessing funds due to lack of biometric cards; The payment
instruments required for CT-OVC beneficiaries to be paid with the private payment service
provider included both the national identification card and a biometric card. The private payment
service provider is given one month from the submission of the enrollment list to produce the
beneficiaries' payment instruments. The CT-OVC's private PSP first payment cycle was February
2012, however,

i. Audit analysis reflected that the number beneficiaries who had not been issued with
biometric cards in relation to the carded beneficiaries per cycle at times went as high as
11.20/o of the total recipients in the CT-OVC payroll for the private payment service providers
as tabulated below. This was of grave concern since the CT-OVC recipients could not
receive payments without the biometric cards and risked being removed from the program
after missing payments for four consecutive payments
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'/o un.carded
beneficiaries

5.5 %

9.2%
11.2 Yo

9&10 1.3To

'l't 7.9 Yo

Total

Source: OAG analysis of payment cycle reports and payrolls from cycle 1'11

ii. Biometric cards were nol replaced promplly: The private payment service provider has a

service level agreement (SLA) with the M'nis.ry to replace damaged, lost cr stolen biometnc

cards used by CT-OVC recipients in their system within two weeks once they are reported

The private PSP is also responsible lor educating the CT-OVC recipients on the us€ 0f tl''e

biometric cards. However the audit roted that recipient's biometric cards were not being

reptaced promptly. For instance, it look the private payment service p"oviders up to ten

months to replace biometric cards for a sample of fifteen beneficiaries who had reported tl^e

loss of their to CCO as tabulated below:

Table 5:Time taken for lost biometric cards to be repiaced

Reported Delay in Replacement (Months ) N rmber of Beneficiartes Percentage (%)

10 2 13Yo

o ? 20Yo

7 1 7Yo

c + 27 o/o

E

4

,l 7 Y,,

2 13'lo

2 13 o/o

Total 15 100%

Source: OAG analYsis ol CT - OVC data

iii. ln addition the audit found seventeen recrp ents in Kilungu County, who had reported that

ttieir biomet6c cards were malfunctionrng, due to various reasons tabulated below, were not

replaced by the private payment service providers promptly. Malfunctioning of the biomebic

cards resulted in the exit of four of the severteen beneficiaries from the program. Further the

beneficiaries were incuning unnecessary transport costs to travel to the pay points even

thrice to make enquiries which left trem wi:h less money for their upkeep in spite of being

vulnerable.

Citcle

aL

8

Tota!pay'rollNon-:ardecCaroed

10,4945809,914
22,402205220,35C
59,4036,€3552,768
58,9424,2.8054,662
59,75555,050 4,705
,1 n cqA19 1R1
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Table 3:Reasons for the malfunctioning biometric cards not replaced prornpfly

Reasons for the biometric cards malfunctioning Number
beneficiaries

of
Percentage

Card defective-Thump print not recognized o 53%
Card defective {hump print not recognized for both primary
and alternative caregivers for three payment cycles
and beneficiaries exited from pr0gram

4 240/o

lvloney not loaded 4 24%
Total 17 100

Source: OAG analysis of CT - OVC data

0 Untimely payments to CT-CIVC recipients: Payments to the CT-OVC program households are
made bimonthly through contracted payment service providers. The payments are made in the
months of February, April, June, August, October and December respectively, The payment
period is designed to last two weeks beginning on the second last tVlonday of each month for the
public payment service provider and the last fourteen days of the second month for the private
payment service providers. As contracted, the private payment service providers has a specific
responsibility of ensuring that payments are made to the required recipients at the required pay
points in a timely manner(within the last 14 days in the months in which the payments are made)
however analysis and review of the payment service provider's payment retums and signed
copies of beneficiary payrolls for the 2012113 financial year revealed that no cycle was paid within
the stipulated time. 67% of the six 2012113 payment cycles analyzed were paid two months after
the stipulated time had elapsed while the remaining 33% were paid three months and above as
depicted in graph below:

Figure 6: CT - OVC payment period for the Financial year 2A12. 20,13

150

€ 100

'; s0
l!EOa - 

Delay (days)

1 2 34
Payments Cycle

5 6

Source: OAG analysis of CTOVC,s paymenl returns data

g) lnterviews conducted with CPU officers indicated that delays noted above resulted from capacity
gaps within the contracted payment service providers, delays in cash inflows from the donors and
in release of funds by the exchequer and long approval times at various levels :

i. Capacity gaps within the contracted payment service providers: Out of the thirteen
public payment service providers visited by the team, 47% were being manned by one
officer, 38% manned by two officers while only 15% had more than two officers handling
CT-OVC's payments. The audit further noted that in all the thirteen public payment service
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providers visited no reconciliations of ihe payments made had been dore due to the fetv

officers. CT-OVC's private payment service provider paying agents had cne paying officer

per paying point. lnterviews conducted revealed that the private payment service provide/s

agents were reducing the number of agents paying beneficiaries due tc the lower rate of

inccme generated as compared to the amount transacted

ii. tietai.s ,rr the UI";!(., r.rn,os il(iw '-he auditfurther revealed that there was inadequate

or slsw flow sf eommunicatisn between and arnong the tine Ministry, donors, CT-OVI3

Secretariat and the National Treasury's External Resources Department (ERD) which

resulted to notable delays in the programme's cash inflovvs. When programme funds delay

frcm the off - shore accounts or less funds are released by the donors no explanation ts

grven from the donors and the ERD on the delays and insufficient funding'

. geiays by donors; The late receipt of donor funds was attributec to unsteady cash

flows experienced within the grant portion of the project. For instance CT-OVC s

grant account did not have funds for a period of five months between January and

May 201 2 and for four months between November 2012 and March 2013. Analysis of

the disbursement data from the grant account for these periods showed that the

disbursements to tre project grant account took an average of between 1.5 - 4

months to be effected by the donors, This was a considerable period since the CT-

OVC payments are made bi-monthly to recipients. The analysis revealed that there

were delays after r"equisitions 'were made by the department of children services.

500/o of the requests were disbu.sed after one and half months, 38% after two months

while the remaining 120/o ware disbursed more than three monhs

. Delays by the National Treasury: lrterviews with the staff at the programme's CPU

secretariat revealed that the urtinteliness in payments to benefioaries was at times

also caused by the delay in release ol tunds trom the National Treasury, Extemal

Resources Department Designated Accounts through the Exchequer System to the

program accounts. CT-OVC's lmplementation Status and Results reports by the

donors from their supervision and reviews also consistently highlighted their concern

of the untimeliness and unpredrctabilty in payment times within the Program relating

it to the govemment funds fbw problem

It was commendable to note that the program had numerous approval levels for the release

of cash transfer funds as a measure of intemal control as depicted below. However, lhe

approvals often took an average period of one month before the funds are released to the

payment service provide/s accounts which negatively affected ttre programme's objectrve

of strengthening the capacity of households to protect and care for orphans and vulnerable

children within their families and communities through regular and predictable cash

transfers.

iii
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,Approval by he kcretary - Chrdren'sAfurrs athe Mrnlstry of Labour and $cralsecunty Servrces

, Approval by tre Pnncrpal Screury [,lrnr*y of Labour and Socral Secunty Serv oes

. The PAC at fre mrnsry HOs brwards tre requtsrton to fTe Conroller of Br,rfuetlor Approval

,Approval by Confoller of Budget

, Exchequer Secton offre Ndonal Treasury preparm a noffcaton lefler

. PAC at fle Ndonal Treasury prepares a voucherfor he release of funds

Figu"e 7: Summary of the Approval Leveis for the CT

,The Secretanat makes formal requestonlor the funds fansfer lo tre PSPs

' Approval bv fre Dtremr DCS

There were undeserving beneficiaries for.tnd e?1ro!led in the proE!"anr,

4.09 lf CT-OVC beneficiaries are chosen arbitrarily without prescribed enrollment guidelines of
validating that only deserving orphaned children within set target criteria are enrolled in the
programme, it is possible that government may not derive maximum value for money from the
cash transfers made. This could also hinder the government from meeting their target of covering
50% of all orphans and vulnerable children living in extreme poverty, in Kenya.

4.10 The CT-OVC's operational manual has established the following three criteria for deserving
beneficiaries in a household to be enrolled in the program. The set target criteria are that the
households:

i. must have an orphan and vulnerable child aged 0 to 17 years, as a permanent member;
ii. live in extreme poverty; and

iii. not benefit from any other cash transfer programs.

4.11 An orphan and vulnerable child (OVC) for the programme is further defined as a single/double
orphan; a child who is chronically ill or who has a caregiver who is chronically ill; and/or a child
who lives in a child headed household, due to orphan hood. CT-OVC has stipulated criteria to
establish the extent of poverty affecting the households. However audit analysis, home visits and
interviews conducted of recipients enrolled in the program in five counties to sampled CT-OVC
beneficiaries revealed undeserving households outside set target criteria of the CT-OVC
program. Examples are tabulated below:
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Tatrle 7: RecipientS fOund )VC trrqet qroup in five counties

Reascri 'or classification as utrdeservirrg o'
Beneficiaries

No ir the

TOTAL

Source: OAG analysls cf (T' OVC documents

4.12 At times beneficiaries were not being validated as required or publicly disseminated to validate

their poverty and OVC status and were also enrolled into the program without stipulated

documents. This resulted to the programme incorporating undeserving beneficiaries' The CT-

OVC's enrollment guidelines require there be a public dissemination of proposed households

during barazas. At these barazas proposd beneficiaries presenl approoriate government

documents (such as birtfr, death certificates or burial permits) to confirm their identity as genuine

orphans to the screening officer for validation.

413 The CT-OVC enrollment officer is responsible for verifying and correcting existing information on

households using the enrolment forms presented. The County Children's Officer (CCO) verifies

the ,nformation and in case of any discrepancies resolves it wi:h the Enrolment Coordinator. The

CCO then submits the forms to the CPLI for frrrther action. Existence of non-deserving households

in the CT-OVC program was caused by lack cf effective monitoring and management of he

enrollment process by the County Children fficer and the CPU. Maintaining undeserving

beneficiaries, who are outside the stipulated larget group, in the program has resulted to

taxpayers incurring unnecessary financial burden to people who are neither orphans nor

vulnerable children yet excluding suffering orphans who are in dire need of assistance from the

programme.

Scale up of the CT - OVC Programme

4.14 By 200g there were an estimated 100,000 households wth around 300,000 orphans and

vulnerable children living in extreme poverty in lGnya, The Government aimed at reaching about

half of alt these orphans and vulnerable children, through the CT-OVC nationwide program by

2012.By 30 June 2014 the programme had 156,193 CT - 0VC's beneficiaries. The audit team

was denied access to the MIS application and he server room, Hence the audit was unable to

analyze and report on the yearly scale up of the 3T-OVC program and whether the programme's

Percentage

28 30%

On ll uiho are or

Over - age beneficiary (Last bonl ln the household above 1 Syears)
__23----_

13

24Yo

14 Yo

Well rff 11 12Yo

N/ore than factor making them undeserv ing(No Crrphan, 3ver - age, Financially

stable, or pay owns more than an acre of land)
I 10 Yo

Owns more ttran an acre of land 7 7Yo

Fron ne District 1 1Yo

Two family .nembers in the program(a mother ard son bcrth recipients of the

proq-am)

1

iYo

1%
Beneficiary became orphans from causes other than progfam prescribed

diseases (TB/HlV/Cancer)

94 100%

l.lo.
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in social safety net access was through an effective and efficient
mme because the CPU

nts that took place after the audit but before putriishing the repoirt

4.15 a result of the findings by this audit, the Department of Children Services gave

at they have endeavored to put in place stringent measures to safeguard the
which include:-

a) New checks and balances have been put in place through the biometric
which is more secure and has several security features;

b) The Government is moving to a new service provider - KcB with an aim of
program more efficient;

c) The programme's MIS was under continuous upgrade to incorporate several
postpayroll checks and balances to avoid any double registration or having
similar identification numbers;

d) Adult caregivers were being registered in the programme using national
linked to the social protection single registry that is also linked to the
registration system (IPRS); and

e) The programme strategy is to bring on board all the poor households taking
the programme by 2017 through the National Safety Net programme,
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Chapter 5

Conclusion

5.01 The tMinistry of Labor, Social Securities' and Services has the mandate and resources to put in
place systems and structures needed to effectively deliver on CT-OVC's objectives. Given the
complex nature and financial magnitude of the programme's cash transfers nationwide, having
adequate staff capacity is crucial to achievement of optimum results at minimum costs. However
there was inadequate capacity within the Central Programme Unit (CPU) to manage the CT-OVC
program effectively.

5.02 The Department of Children Services has not managed the CT-OVC programme with due care.
The program's checks and balances in place at times did not ensure efficient fund management.
There was poor management of the CT-OVC payments. Beneficiaries were paid wiflrout required
identification documents, at times could not access funds, got exited from the program as they
lacked biometric cards and at times there were double production of beneficiaries programme and
biometric cards. The tt/inistry's outsourced payment service providers also did not ensure
taxpayers consistently get value for costs incurred. For instance between June 2013 and June
2014 the tvlinistry paid an extra cost of Kshs.3,830,400.00 for use of biometric system payments
for almost 21,280 households for six cycles at extra Kshs.30,00 per transaction. Kshs.30.00 is the
difference of Kshs,90.00 for payments using the biometric system and Kshs.60.00 through manual
payment system. Despite this extra cost the use of the electronic system was beset with various
challenges and some recipients were paid without the use of biometric cards identification.

5.03 As at 30 June 2014 there were 156,000 households benefitting from the CT-OVC program. Due
to this high number of beneficiaries the programme has become increasingly dependent on the
use of its computerized management information system to deliver its cash transfer services, and
to process maintain and report on essential program information. Despite this, the programme,s
lvllS was also not properly managed and did not have adequate controls in place. Persons outside
the CT-OVC target group were receiving programme funds yet deserving beneficiaries were
neither enrolled in the program nor aware of its existence. This was due to improper targeting and
enrolment of beneficiaries in the program.

The instances noted in the audit of non - compliance with set regulations will definitely hamper the
Ministry from effectively meeting CT-OVC's objectives. This may result to unnecessary tax
burden on Kenyans and loss of donor funds.
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Chapter 6

Recommendations
6.01 ln view of the findings and conclusions of the audit, the Auditor-General, has proposed the

following recommendations for consideration by the Accounting Officer - tvlinistry of Labor, Social
Security and Services :

To ensure only deserving beneficiaries are er,rol[ed in the progranl, the Ministry shoulrJ:
a) Review, clean up and update the CT-OVC beneficiaries list with the involvement of the CpU

and County Children Officers after they have revalidated the list on the ground.

b) Put in place adequate controls to ensure strict compliance with CT-OVC target and
enrollment guidelines,

c) Conduct sensitization and awareness campaigns within the counties to encourage vulnerable
households with OVC to come fon,rrard and seek the CT-OVC programme public services,

d) Enhance the CPU's procedures to ensure that the program is regularly monitored and its
information updated. The CPU should also conduct regular meetings with stakeholders at the
local, county and beneficiaries welfare OVC committees so as to address challenges
experienced in a timely manner.

To enhance efficiency in the CT-OVC fund management:

a) The CT-oVC's Cenkal Programme Unit should review and recommend changes to financial
control procedures applied by the Programme so that they may address all risks faced in the
management of its financial and other resources.

b) The Department of Children Services should enhance its systems to ensure that there is strict
compliance with selection procedures and criteria and adequate monitoring of the CT-OVC
program by the Central Programme Unit and County Children's Officers. This should be
aimed at ensuring that beneficiaries get proper services and timely payments, in correct
amounts and those changeg in caregivers are handled in a timely manner,

c) The CT-OVC's Central Programme Unit should coordinate with the outsourced payment
service providers to effectively address challenges faced by the recipients as regards untimely
payments, payment instruments (biometric and programme cards), capacity of paying agents
and controls to ensure correct amounts are received by the beneficiaries.

d) The tvlinistry of Labor, Social Security and Services should establish a communication
strategy to effectively manage the flow of information amongst the CT-OVC programme,s key
stakeholders so that there are timely authorization processes and cash inflows,
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e) Tne CPU should consider having beneficiaries photo affixed tc the programme lD as this

cculd enhance its authentication process.

..:l',:.l...',i.,"....'"i9."]":n}:..--l-.Ir.a},-.-..-..,-t:l.-t..,..,,.l..ti|-,i-G.i''r/.

a) Develop an lT business conlinuity plan to prepare for any disaster and be able to respond tc

incidents and disruptions so as ro consister'tly maintain availability of :nformation at an

aceeptable level. A business continuity ptan witl ensure there is a c,:ntinued operation c;f

critrcal business processes and requirec backup arrangements and post - resumption

revi:ws

b) Establish and document ICT strategy, policies and procedures to ensure that CT-OVC's MIS

operations have adequate control expectations on key issues like quality, securitv,

confiCentiality, internal controls, usage of lT assets, ethics, intellectual property rights and

ensuring lT operations are aligned with the overall objective cf the program.

c) Develop inbuilt application mntrols within the lJlS to ensure there are adequate audit trails so

as to be able to retrace and recreate the florv of transactions from the point of origin to its

existence on an uPdated file.

d) Develop preprogrammed input formats and controls to enforce validity anJ edit checks, and

irlertify errors and omissions within the MIS in key fields to enhance data integrity and mo''e

reliable information in the system for decision making.

e) Ensure that the CT*OVC's tvlls area is well staffed with qualified officers as indicated in the

0rogram's organogram,

To support and build capacity of the CPU to effectively manage the CT-OVC program, the Ministry

should:

a) Build capacity of CPU and train County Children Officers on CT-OVC management.

b) Fill the vacant positions witrin CT-OVC's orgnization structure with the requisite experience

and qualification.

c) Second an internal auditor and accountant to the programme to enhance its financial

rnanagement.
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Depfrtment of Children's response to the audit findings

Audit Finding Ministry of Labor, Social Securities and Seruices res ponse to audit findings

What we found What the auditee said about our findings
1. The audit found that the

CPU had inadequate staff

capacity to effectively

manage the programme

eavored to provide frequent on the Job trainings for the
staff within the programme to make the lT efficient.

The Department has end

2. There was no business

continuity plan for CT-

OVC's tt/lS

true that the cr-oVC Programme's and independent consultants hired by the
development partners conduct regular system assessments and recommend on
emerging programme needs to help in developing and redesigning business
continuity plans and needs.

It is true that the CT-OVC Programme has no business continuity plan. lt is also

3. The CI-OVC programme

did not have ICT policies

and procedures.

It is true that the CT-OVC Programme does not have
procedures. Any upgrades or configurations are done by outside technical
assistance team of engineers hired by Development partners to address system
gaps and not the programme team members as documented in the audit

any written ICT policies and

report.
4. CT-OVC's MIS had

inadequate audit trail

record

It is true that there are inadequate audit trails
however the Mls has been configured in such a way that such information is only
available with the administrator of the system.

as it was only in logins,

5. CT-OVC's MIS had

inadequate data validation

and editing:

Under the CT-OVC Programme, the sumames may be shared in the
geographical regions, and to be sure of the accuracy of these surnames, they are
collaborated with the national lDs so that the case can be closed.

6, CT-OVC does not have an

lT strategy:

It is true that the CT-OVC Program me does not have a well-documented MIS or
lT Strategy for its operations and long term direction.

7. CT-OVC MIS did not have

inbuilt controls within it to
identify errors and

omissions:

The CT-OVC programme's functions for
household data are done as and when the necessary documents for updating are
presented to the MIS for updating. The cr-oVC Mls system maintains two levels
of security: (i) password security and (ii) application

regular updating of the beneficiary

security
8. Deceased recipients found

in the CT-OVC's lvlls: orphans and vulnerable children

of the death of beneficiaries and

which from time to time meets with the challenge

caregivers.

ynamic programme supporting households withThe CT-OVC programme is a d

lrregular removal and

reinstatements of the CT-

OVC receipts

are still in the programme and had arrears but were deleted and subsequenfly
brought back. The DCS is aware of those cases and that the inclusion of the
cases to the programme again is done by the TWG which sits and deliberates on
the cases for inclusion.

It is true that the team found that there are beneficiaries in the programme who
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Audit FindinE

What we founC

10. There were arrears not

reflected i'r the payroll after

beneflciaries reciPients

miss pay

These issues are investigaterl by the contplairrts an

OVC Secretariat and later on incorporated tc the MIS

The Governmenl ts moving to a new sen-ice with an aim ofprovider -

) -- -..^-^^ r^^s ^a aL^ /aT
u gl,evd lue ttrcllil at Ultr \J l-

nraking the program more efflrcient.

1'1. The progran did not have

adequate systems for

efficient management of

program frnds
lf beneficiaries are not able to collect their cash benefts, they are paid double

amount in subsequent cycle until the whole amount of sixteen thousand is paid
12. There were lver payments

of funds to beneficiaries

in the programme Operational Manual. This is because these are beneficiaries in

the biometric payment system locations whose biometrics have not been

captured or their biometrics data were having a challenge in reading. This was

due to biometric enrolment process that :ook time due to logistical issues in

locating individual households and collection of both biometrics and pictures of

13. Some beneftciaries were

not exited from the Payroll

as stipulated in the

programme

It is true that the some benef ciaries were not exited fronr the payroll as stipulated

the caregiver and the alternaile caregiver

paid witrout required identification documents

since, these are within the programme guidelines in reference to payments to the

beneficiaries who have uniqre feature, like children (because they do not have

The DCS is in the pmcess of securing programme

cards that are secure with photos and biomotric data in the smart card for all

beneficiaries to access their benefits.

-OVC is designed with pre-payroll checks and post

to detect such cases and has a link to the Single Registry fr Bio-Data Verification

It is true that the beneficiaries to the programme

is mainly due to delay of exchequer from the National Treasury. The issue is

addressed with consultation with the NationalTreasury

[cr payrcrll checks functionalitY

lDs with photos and payment

receive untimely payments. This

It is true that recipients are a: times

being

lDs)

service

19. Beneficiaries were not

accessing funds due to lack

15. lt is onty lhe natonal lD

that had the Photo of

beneficiaries whib the

programme lD had no

photo of beneficiaries

18. There were notable delaYs

in the programme's cash

inflows

Ministry of Labor, Sociai Se:urities anci Services l€rs[@]1sg to audit findings

V\rhat the auditee said about our findings

It is true that there are delays in the CT-OVC funds flow. The National SafetY

Nets Programme (NSNP) is concemed about the importance of having tirnely

payments and this is why it has set up a Payments Working Group for all cash

transfer programmes in order to have periodic reviews of the duration that each

payment cycle took. This group has already devebped a payments tracking tool

from which it is working to develop mechanisms of removing bottlenecks in the

payment process.

It is true that some of the beneficiaries were not accessirg funds due to lack of

biometric cards. The bionetric enrolment process had been contracted to a
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14. RecipienB' were paid

without stiPulated

identifi cation documents

16. Beneficiaries were enrolled

twice in the programme

(Double enrolment)

17. There urere

payments to

recipients :

untimely

CT-OVC
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[inciingsSocial Securities and Services response to audMinistry of Labor,Audit Finding

What the auditee said about our findingsWhat we found
re of audit

ln-going.
private organization (Agency for Development and Research). At the tir

a number of beneficiaries had not been enrolled since the process was
of biometric cards

Private PSP biometnc

cards were lost and not

replaced promptly

20

wrong handling by the beneficiaries or system errors. The procedure

malfunctioning payment cards is documented in the Service Level

the Contract with the PSP. ln most cases the PSP has been man

beneficiaries through internal systems before a new payment card

It is true that in some cases payment cards may at times due to

replacing

and

paying the

thereby replacing the malfunction cards

, and
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File No. PA/MCTOVCruOL. ll/9 11 August, 2016

Hon. Eng. Nicholas Gumbo, M.P
Chairman
Public Accou nts Committee
Parliament Buildings
P.O. Box 41842 -00100
NAIROBI.

Dear Hon. Gumbo,

PERFORMANCE AUDIT REPORT ON THE MANAGEMNT OF CASH
TRANSFER TO ORPHANS AND VULNERABLE CHILDREN
DEPARTMENT OF CHILDREN SERVICES MINISTRY OF
LABOUR, SOCIAL SECURITIES AND SERVICES

The Performance Audit Report on the lvlanagement of Cash Transfer to Orphans
and Vulnerable Children covering the five year period from 2O0g to 2014 in the
Department of Children Services under the Ministry of Labour, Social Securities
and Services has been concluded.

Attached herewith, please find the Audit Report for your necessary action.

Yours sincerely,

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Copy to: Mr. Ali Noor lsmail
Principal Secretary
Ministry of Labour, Sociat Securities and Services
Bishops Road, Social Security House
P.O. Box 40326 - 00100
NA!ROBI
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I'he Principal Secreta.ry
National Treasury
P.O. Box 30007
NAIROBI.


