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I. NATIONAL TREASURY INF.ORMATION AND MANAGEMENT

(a) Background Information

The National Treasury was established via the Executive Order No. 2 of May 2013. The basis for
establishment of the National Treasury is found in Article 225 (i) of the Constirution of Kenya

which states that an Act of Parliament shall provide for the establishment, functions and

responsibilities of the National Treasury. This has been actualized in Section I I and l2 ofthe Public

Finance Management (PFM) Act20l2.

At Cabinet level, the National Treasury is represented by the Cabinet Secretary for National

Treasury and Planning, who is responsible for the general policy and strategic direction of the

Ministry with the assistance of the Chief Administrative Secretary.

Vision
"Excellence in economic and public financial management. and development planning".

Mission
"To provide leadership in economic and public financial management, for shared growth through

formulation, implementation and monitoring of economic and financial policies".

Core Values
The National Treasury is guided by the following core values: Customer Focus, Results Oriented,

Stakeholder Participation, Professionalism, Accountability, Integrity and Transparency and

Teamwork all geared towards excellence in service delivery.

Mandate of the National Treasury
The National Treasury derives its mandate from Article 225 of the Constitution, Public Finance

Management Act 2012 andthe Executive Orders No.2/2013 and No. ll20l8. The National Treasury

will bi executing its mandate in consistency with any other legislation as may be devetoped or

reviewed by Parliament from time to time.

The core functions of the National Treasury as derived from the above legal provisions include;

Formulate, implement and monitor macro-economic policies involving expenditure and

revenue;
Manage the level and composition of national public debt. national guarantees and other

financ ial obl i gations o f national government ;

Formulate, evaluate and promote economic and financial policies that facilitate social and

economic development in conjunction with other national government entities;

Mobilize domestic and extemal resources for financing national and county govemment

budgetary requirements;

Design and prescribe an efficient financial management system for the national and county

goverrrments to ensure transparent frnancial management and standard financial reporting'

in consultation with the Accounting Standards Board, ensure that uniform accounting

standards are applied by the national govemment and its entities;
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o Develop policy for the establishment, management, operation and winding up of public
funds;

. Prepare the annual Division of Revenue Bill and the County Allocation of Revenue Bill;
o Strenglhen financial and fiscal relations between the national govemment and county

goverrrmenls and encourage support for county govemments;
o Assist county governments to develop their capacity for efficicnt. effective and transparent

financial management:
o T'o prepare the National Iludget. execute/implement and control approved budgetary

resource.s to MDAs and other Govemment agencies/cntitics; and
r Coordination and integration of public ports, railway and pipeline services.

Role of the National Treasury in the Devolvcd System of Government
The National Treasury is mandated by law to:
o Strengthen financial and fiscal relations between the National Government and County

Govemtnents and support for county goverrrments in performing their functions;
r Issue guidelines on the preparation of county development planning;
o Prepare the annual legislative proposals on intcrgovemmental liscal transfers;
o Provide logistical support to intergovemmental institutions overseeing inlergovcrnmental fiscal

relations;
. Coordinate the development and implementation of finanoial recovery plans for County

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

effective and transparcnt l'inancial management as well as planning, monitoring and evaluation
and;

o Administcr thc Equalization Fund.

(b) Key Management
'l'he National Treasury day-to-day management is under the lbllowing key offices;

Office of the Principal Secretary
The Office of the Principal Secretary is responsible for the day to day administration of the National
Treasury operations and is the Accounting Officcr. tn addition, the Principal Secretary is charged
with the responsibility of providing advice to the Cabinet Secretary in order to enhance efficiency
and col lective rcsponsibi lity.
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Organizational structure of the National Treasury
The National Treasury is organized into five (5) technical Directorates headed by Directors General

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

Secretary. Each Director Ceneral is responsible for a Directorate comprising a cluster of
Departments responsible for related policy functions. In addition, the Treasury has two independent

deiartments namely Public Procurement and Internal Auditor General both of which are headed by

Directors. The Directorates and Depar[nents are as follows:

Directorate of Budget, Fiscal and Economic Affairs
The Directorate is tieaded by a Director General, reporting to the Principal Secretary. National

Treaswy. It is organized into the following four (4) Technical Departments each headed by a
Director:
o Budget Department
o Maqo and Fiscal Affairs Department
o Financial and Sectoral Affairs Department

o Inter-Governmental Fiscal Relations Department

Directorate of Accounting Services and Quality Assurance

The Directorate is headed by a Director General reporting to the Principal Secretary, National

Treasury. It is organized into the following four (4) Technical Departments each headed by a

Director:
o Government Accounting Services
o Integrated Financial Management [nformation Systems (IFMIS)

o National Sub-County Treasuries
o Government Digital Payments Unit

Directorate of Portfolio Management
The Directorate is headed b1,a Director General. reporting to the Principal Secretary. It is organized

into the following four (a) Technical Departments each headed by a Director:

o Government Investment and Public Enterprises

o National Assets and Liabilities Management

o Pensions Department
o Public lnvestment Management Llnit

Directorate of Public Debt Managernent Office
The Directorate is headed by a Direltor General, reporting to the Principal Secretary. It is organized

into the following three (3) Technical Departments each headed by a Director:

o Resource Mobilization (Front Office
o Debt Policy, Strategy and Risk Management (Middle Office)

. Debt Recording and Settlement (Back Offrce)

Directorate of Public Private Partnership Unit
The Directorate is headed by a Director General, reporting to the Principal Secretary on matters

relating to Public Private Partnership.

IV
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Directorate of Administrative rnd Support Serryices (Common Shared Services)
The Directorate is headed by a Principal Administrative Secretary, reporting to the Principl
Secretary. It is organized into twelve (12) specialized functions offering corrmon shared services.
The cornmon shared services of the National Treasury consist of functions that offer critical suppo'rt
services to the National Treasury. The functions include:
r Accounting,
o Finance,
o Hurnan Resource Management and Development,
o Cental Planning and Project Monitoring,
. Supply Chain Management,
o Legal,
o PublicCommunications,
o GenEralAdministration,
o Records Management;
o Intemal Audit;
r ICT
o Government Clearing Agency

v
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(c) Fiduciary Management
The key managemenipersonnel who held offtce during the financial year ended 30th June 2021

and who had direct fiduciary responsibilities were:

SNo Designation Name

I Princinal Secrctary Dr. Julius Muia. PhD. CBS

2 Director General, Budget Fiscal & Economic Affairs Mr. Albert Mwenda, HSC

3 Director. Budget Depafintent Mr. F'rancis Anrona. OCW
.l Director. Financial and Sectoral Affairs De Prof. Galsalo [Jaraktr

5 Ag. Director. Intergovernmental Fiscal Relations Department Mrs. Josephinc Kanr i

6 f)irector. Macro and FiscalAffairs Department Mr. Musa Gathanie

7 Director. Public Procurement Department Mr. Eric Korir
8 Director General, Accounting Sen'ices & Qualitr Assurance FCPA Bernard Nduns'u, MBS

9 Ag. Director. Covernment Accounting Services Department Mr. Jonah Wala

r0. Ag. Deputy lnternal Auditor General Ms. Jane Micheni
ll. AE,. Director, National Sub Corrntl''lrc'asuries Mr. Francis Kariuki
t2_ Director, Integrated Financial Managentent lnlirrmation Systent Mr. Slanler Kanranguva

Mr. Nicholas Wambusu
Ms.Jane W N Macharia

t3. As. Director. Covernnrent Digital Pa1 ments [Jttit
14. Head of Exchequer operations
15. Director General, Public Investments & Portfolio

Manasement
Eng. Stanley Kamau

16. Director, Govemment Investment and Public Enterprises Mr. Kennedy Ondieki

Mrs. Veronica Okoth17. Ag. Director, National Assets and Liability Management

r8 Director, Pensions Dcpartment Mr. MichelKagika, EBS

Dr. Haron Sirma, OGW19. Director General. Public Debt Office
20 f)ircctor. Resourcc Mobilization Depaft ment Mr. Moses Kanarri

Mr. Daniel Ndolo

Mr. George Kariuki
Mr. Christophcr Kirigua,
oGw

21. Director, Debt Policl'. Strategl' and Risk Management

Deparlment
11 Director, Debt Recording and Settlement Department
23 Director Gcneral, Public

Directorate
Private Partnemhips (PPP)

24 Dircctor. Public Private Partne rship tJnit Mrs. Veronica Okoth

l5 Principal Administrative Secretan- Mr. Amos Gathecha, EBS

26 Secretary Administration Mr. Hiram Kahiro

27 Head. Accounts Division Mr. Ncnrrvc-l lvlotanva

28 Head, Finance Mr. Kimathi Mugambi. l"lSC

29 Head. SCM Mr. Aggrev kituvi

30 Director. Human Resorrrce Management and Development Ms. Susan Mucheru

3l D i rector. lnformation Commun ica t ion a nd'l'ec h no logy Mrs. [.1'rrn N1'o ngcsa

Mr. Antonv Muriu. HSC32 Head. Central Planning and Proicct Monitoring Unit
33 Head. Public Commurrications Ms. Catherirtc Nioroge

3.1 Programme Coordinator, Public F inancial Management Reform

Secretariat

Mr. Julius Mutua

35 Director. Govemment Clearing Agencl" Mr. Felix Atens

36. Head. Intemal Audit Unit Ms. Esther Ngeru

vl
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(d) Fiduciary Oversight Arrangements
'fo manage the fiduciary risk, the National Treastry has put in place fiduciary oversight
arargements including setting up comrnittees. The key oversight arrangements include:

Internal Audit Unit
l'he National Treasury has an Internal Audit lJnit charged with the responsibility of identifying
risks in the management and day to day operations of the Ministry tlrough the risk-based audits.
The L.lnit reports directly to the Accounting Officer on a regular basis.

Audit Committee
In line with the Public Finance Management Act, the National 'l'reasury has established a

Ministerial Audit Committce comprising five members, tluee of whom are independent. The
Clommittee provides overall oversight and quality assuranoe including follow up on the
effectiveness of implementation ol' audit recommendations.

lurthcr, the National Treasury established an audit committee comprising officers from all
departments of the Ministry, undcr the chairmanship of the Senior Chief Finance Officer. The
Cornmittee reviews and analyses all audit queries and makes recommendations on how to reduce
fiduciary risks. In addition, thc comrnittee prepares responses to all audit queries for presentation
to the relevant committees of Parliament.

Project Implementation Com m ittee
'[o monitor the implementation of the Covernment's Infrzstructure Projects, the National Treasury
has cstablished a Project Steering Committee Comprising Principal Secretaries from implementing
Ministries and appointed a technical committee comprising officers from the technical departments
of the Ministry. 'l'he Cornrnittees review zurd analyse the progress made by ministries in the
implementation of domestically and externally funded projects and advises accordingly.

Parliamentary Liaison Office
In order to effectively manage the parliamentary activities relating to the Ministry, the National
Treasury has established a committee and designated a liaison officer to coordinate the activities
under the Office of the Cabinet Secretary in consultation with the Office of the Chief Administrative
Secretary. There are also othcr liaison officers in the Accountant General Department who sit in
fiduciary parliamentary committees as representative of 'l'he National treasury.

Devclopment Partner Oversight
fo efl'ectively manage Official Development As.sistance to the Covernmcnt, the National 'l'reasury

has under the I'>ublic Debt Management a department responsible for all mattcrs relating to
Develclpment Partners. The Department has various Units that coordinate different development
partncr activities in the Country.

Othcr fiduciary ovcrsight arrangements include the following committees with specific objectives;

Top Management Committee and Other Committees
To monilor the implementation of the Ministry's programmes and performance. the National'l'rcasury has appointed 'l'op Managernent Committee comprising of Directors General. The

vii
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Committee receives reports from departments, build consensus on National Treasury responses to
emerging issues, challenges and risks and ensures that the decisions made are implemented in a

timely manner. Additionally, the Treasury constituted adhoc Committees to handle specific
assignments in the Financial Year 2020/21.

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

Budget Implementation Steering Committee
In order to effectively monitor the implementation of the National Government budget
implementation, The National Treasury has established a steering Committee chaired by the
Cabinet Secretary, National Treasury and Planning. The Principal Secretaries for the National
Treasury and State Department of Planning provide general oversight in the Budget
implementation.

Budget Implementation Technical Committee
The Committee is chaired by the Principal Administrative Secretary and comprises the Directors
General and various Heads of Department. The Committee is responsible for monitoring the actual
implementation of the identified measures and programmes and reporting detailed progress on the
same regularly.

Budget Implementation Ministerial Committee
To monitor the implementation of the Ministry's budget, programmes and activities, the National
Treasury has appointed a committee comprising of otTrcers from all the Departments of the
Ministry. The Committee reviews and analyses the progress made by Departments in the
implementation of budget and the planned programmes and activities and advises the management
accordingly.

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

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

The National Trcasury Contacts
Telephone : (25 4)020 -2252299
Email : info@treasury. go.ke
Website : www.treasur.v. qo.ke

vlll



The National Treasury
Financial Statements for the Contingencies Fund

For the Financial Year ended 30th June 2021

(f) The National Trersury Benkers
Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(g) Independent Auditors
Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O Box 30084
GPO 00r00
Nairobi, Kenya

(h) Princlpal Legal Advieer
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2. FORWARD BY THE CABINET SECRXTARY

In accordance with Section l2 of the Public Finance Management Act 20l2,the National Treasury
is responsible for coordinating the country's economic and financial management. Overall, the
National Treasury has continued to maintain a policy environment that is conducive to economic
growth and development of the country.

Economic growth in the first three quarters of 2020 contracted by an average of A.4o/o compared to
a growth of 3.6 percent in the corresponding period of 2019. In 2024, the Kenyan economy was
adversely affected by the outbreak of Covid-l9 Pandemic and the swift containment measures,
which disrupted and scaled down economic activities within the country and in most of the
country's major trading partners. Additionally, Kenya faced two other shocks: the invasion of
swarrns of desert locusts that damaged crops and occurrence of floods following receipt of more
than normal rainfall in May 2020. As a result, growth n2020 is estimated to have contracted by
0.6 percent from a $owth of 5.4 percent in 2019 (figure 1).

Figure 1: Annual Real GDP Growth rates (Pereent)

The agriculture sector recorded an improved average grofih of 6.4 percent in the first three quarters

of 2020 compared to a growth of 3.6 percent in the corresponding period of 2019. The non-

agriculture (service and industry) sectors were adversely affected by the Covid-19 pandemic. As a
result, the sectors contracted by an average of 2.1 percent in the first three quarters of 2020 down
from an average growth of 6.1 percent in a similar period in 2019. (Figure 2).
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Figure 2: Annual Percentage Economic Growth Rates in2020l2l
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Additionally, the economic slowdown in fourth quarter was aggravated by contraction in
Accornmodation and Food Service activitics to negative 6 per cent from 6.7 per cent on account of
Corona Virus containment measures instituted in our major tourist source markets.

Despite the difficult circumstances faced last year, the country was able to preserve macroeconomic

stability with inflation, interest rates and exchange rates remaining largely stable. Leading
economic indicators for the fourth quarter of 2020 and the first quarter of 2021 point to strong
recovery from the adverse impact of the COVID-19 pandemic.

Budget performance

In terms of budget performance, the National Treasury expenditure stood at Kshs.I07.6 Billion
against an approved budget ol Kshs.1l4.5 Billion translating to an overall absorption rate of 94Yo

as demonstrated in that pie chart below:
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Figure 3: Total Allocation against Total Expenditure (Ifths. Billion)

Total Allocation against Total Expenditure (KSh. Blllion)

r Grocs Allocrtlon r Tot.l Expcrldltrrc

The National Treasury implemented the 2020/21 budget within five economic

classificationVprogrammes. These were General Administration, Planning and Support Services,

Public Financial Management, Economic and Financial Policy Formulation and Management,

Market Competition and Creation of an Enabling Business Environment, and Govemment Clearing
Agency. As demonstrated in the bar chart below, the Market Competition Programme had the

highest absorption at 100%o followed by General Administration 96Yo, Economic and Financial
Policy Formulation and Management 94Yo, and Public Financial Management Programme at 82o/o

while Government Clearing Agency at3}yo.

Figure 3: Budget Execution (KSh. Billions) and proportion (%) by Programmes

The 100% absorption rate in Market Competition and Creation of an Enabling Business

Environment programme is attributed to transfers to Semi Autonomous Government Agencies
(SAGAs) underthe National Treasury which implemented this programme.
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Budget Execution (l(Sh. Billions) and proportion (%l bV
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The Public Servicc Superannuation Scheme commenced on I'r January 2021. with the Board of
'l'rustees having been constituted in line with the provisions of the Aot that established the scheme.
'l'he scheme covers all ernployees below the age of 45 years of the Public Service Commission, the
Teachers Service Contmission and the National Police Service. This will be the largest pension
fund in the country and will generate $owth of capitalmarkets and bring growth in unlocking value
in real estate.

The Perfornrance Contract Evaluation repoft for all Ministries, State Corporations and Tertiary
Institutions released in May 2021 ranked the National 'l'reasury and Planning as the best perfonning
Mirristry tbr Fiscal ycar 201912020.

Other key achievements during the period under review are as follows;
i. Mobilization of external resources amounting to Kshs.622 billion for projects and Kshs.423

billion for budgel support to meet the budget deficit equivalent to 40.3Yo of the fiscal gap;
ii. Facilitated the National Police Service by leasing 3,400 vehicles towards enhancing

security:
iii. I)eveloped rwo Public Private Partnership (PPP) Projects Standardized Transactional

Ternplates.
iv. Devcloped Governrnent lnvestment Managenrent Infbrmalion Syslem (CIMIS);
v. C'onducted 245 value for money (VfM) audits:

xiii
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vl Trained 1,273 Public Finance Management (PFM) users on financial reporting on IFMIS
system;

Emerging Issues
The emerging issues that have impacted the operations of the National Treasury include;

o Covid-19 Pandemic and the containment measures led to depressed business environment hence

pushing many enterprises and business to scale down operations. This negatively impacted

i.u"rui performance, thus execerbating the presssure for resource at the Ministry level, the

containment measures included but not limited to work shift plans and restriction of movements.

These constrained the implementation of planned activities for the National Treasury.

o Re-allocation of resources to finance Covid-I9 related expenditures thus affecting

implementation of some progratnmes and projects.

o Leveraging on ICT innovations in the delivery of services to the citizenry.
. Change in Government Policies that led to adjustment in the implementation of planned

programmes and projects.

Challenges
Some ofl the challenges the National Treasury faced while implementing the 2020121 budget

include:-
o Resource Constraint
o The rationalization of the budget, occasioned by underperformance of revenue collection

and emerging govemment priorities affected the implementation of programmes on

training, hospitality, transfer of conditional grants to County Governments and to semi-

autonomous Agencies (SAGAs). The underperformance in revenue also caused delays in

disbursement of funds by the National Trea^sury to MDAs. The underperformance of county

governments own source revenue led to overreliance on transfers from the National

Government occasioning more pressure on the exchequer.

o Shortage of Key Technical Staff
o The National Treasury experienced staff shortage across all cadres. This is attributed to

natural attrition and departure of staff to the county goverrlments and other constitutional

bodies. The planned recruitment and promotion of staff by the appointing authorities has

been slow hence affecting service delivery and succession management initiatives.

o Shortage of offtce space esflecially for key technical stafl.

r Lack of a Project lmplementation, Monitoring and Evaluation framework.

To amount the above challenges and ensure successful implementation of the National Treasury

goals and objectives, the Ministry undertook the following: -
o Continued to implement borrowing policy that provides for domestic borrowing to plug the

financing gap created by non'performing revenue,

. Undertook expenditure reduction strategics such as austerity measures and relevant re'
prioritization of projects funding to those with greatest impact.

xtv
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Continued to implement succession planning towards progressively filling in staff shortage.
continued training and timely promotions.
Engaged other developments partners for concessional loans and grants as well as pursued
strategies to finance government pro.jecls.

Recommendations
. Increasing allocation to the sub-Sector to lacilitate effective mobilization olresources to finance

public expenditure particularly towards f'acilitation and implernentation of post COVID-19
recovery programmes and strategies

o Reforms in Public Financial Management shall be sustained to enable the National Treasury to
mobilize adequate financial resources and enhance absorption capacity;

o Sustained implementation of succession planning, especially with respect to recruitment of key
technical staff;

o Strengthening Monitoring and Evaluation lrramcwork and capacity.
o l,everaging on the use of IClf in the face of COVID l9 containment measures to ensure timely

dclivcry of targets and through acquisition of modern communication equiprnent and systems.
. Enhancing working environment and refurbishment of offices to provide accorlmodation of

staff.
o Prioritization of ongoing projects and f'ast tracking to ensure tirnely completion

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

HON. KUR YATANI, EGH
CABINET SECRETARY/NATIONAL TREASURY & PLANNING

a
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3. CONTINGENCY FUND INFORMATION AND MANAGEMENT

1.1 Establishment of the Fund

The Contingencies Fund is established pursuant to Article 208 of the Constitution of Kenya and

requires it to be operated in accordance with an Act of Parliament. The Fund is set up for purposes

of meeting an urgent and unforeseen need for expendihue for which there is no other authority.

As per section l9 of the PFM Act,20l2, the Contingency Fund shall consist of monies appropriated

from the Consolidated Fund by an appropriation Act in any financial year. Section20 (2) of the

PFM Act, }}lz,specifies that the permanent capital of the Contingencies Fund shall not exceed ten

billion shillings (Kshs l0 billion) or such other amount as rnay be prescribed by the Cabinet

Secretary with the approval of Parliament.

1.2 Administration and reporting arrangements of the Fund

The Cabinet Secretary, National Treasury has been designated to administer the Contingencies

Fund pursuant to Section 20 of the PFM Act,2012 and further requires the Cabinet Secretary,

National Treasury to keep the Contingencies Fund in a separate account, maintained at the Cenhal

Bank of Kenya and to pay into that account all monies appropriated to the Contingencies Fund by

an appropriation Act. The Cabinet Secretary may make advances from the Contingencies Fund if
satisfied that an urgent and unforeseen need for expenditure has arisen for which there is no specific

legislative authority pursuant to Section 2l of the PFM Act, 2012.

Further, Section 50 of the PFM Regulations (National Government).2015 requires an Accounting

Officer to, before applying for financing from the Contingencies Fund, ascertain that there are no

savings within his or her vote and the need meets the criteria set under Section 2l of the Act. The

Cabinet Secretary shall then, consider the request and assess and may approve it or reject it.

The National Treasury is required to prepare and submit to the Auditor-General financial statements

for that year in respect of the Contingencies Fund not later than three months after the end of each

financial year pursuant to Section 23 of PFM Act,2012.

1.3 Operations in financial year2020l202l

There were no advances nor refi.mds during the financial year 202012021

xvl



The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 3Oth .Tune 2021

4. STATEMENT OF THE MANAGEMENT'S RXSPONSIBILITIES

Section 8l (l) of the Public Finance Management Act,20l2 requires that. at the end of each financial
year, the accounting officer for a National Government Entity shall preparc financia[ statements in
respeot of that Iintity. Section 8l (3) requires the linancizrl statements so prepared to be in a fbrm that
complies with relevaurt accounting standards as prescribed by the Public Sector Accounling Standards
Board of Kenya from time to time.

'l'he Accounting Officer in charge of 'l'he National Treasury is responsible for the preparation and
presentation of the Contingencie.s Fund report, which give a true and fair view of the state of affairs of
The National Treasury for and as at the end of the llnancial year (period) ended on 30(r'.lune.202l.
'l'his responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be eff'ective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the sbtus of the Fund; (iii)
designing. implementing and maintaining intemal controls relevant to the preparation and fair
presentation of the revenue repo(. and ensuring that they are free from materiarl misstatements,
whother due to error or fraud.

The Accounting Officer accepts responsibiliry for thc Contingency Fund report, which has been
prepared on the Cash tsasis Method of Financial Reporting, using appropriate accounting policies in
accordance with Intemational Public Sector Accounting Standards (IPSAS) and relevant legal
framework ol'the Government of Kenya. 'fhe Principal Secretary is ofthe opinion that this Fund report
gives a truc and fair vicw of the Contingency Fund perlormance during the financial year ended 30ut
June,202l. Thc Principal Secretary in charge of lhe National Treasury further confirms the
completeness of the accounting records maintained for Contingency Fund, which have been relied upon
in the prcparation of this reporl as well as thc adcquacy of the systems of intemal fina[cial control,

The Accounting Oflcer confirms that the Contingency F'und has complied fully with applicablc
Govcmmcnt Regulations. Further the Accounting Officer confirms that this report has been prepared
in a form that complies with rclcvant accounting standards prescribed by the Public Sector
Accounting Standards Board of Kenya,

Approval of the Financial Statcmcnts

'fhe financial statements for the Contingencies Fund was approved and signed on
2022by the tbllowing:

t

L,()
Signature:
.Iulius Mui

Signl1urei---f[N (
a, D, CBS

:s

I'rincipal Secretary
The NationalTreasury

FCPA Bernard Ndungu, MBS
Director General, Accounting
Serviccs & Quality Assurance
The National'Ireasury
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n h a n c' i n g A c' c' o u n t a b i I i ly

HEADqUARTER5
Anniversary Towers

Monrovia Street
P.O. Box loo84-o01oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON CONTINGENCIES FUND FOR THE YEAR
ENDED 30 JUNE, 2021 . THE NATIONAL TREASURY

PREAMBLE

I draw yc"rr attention to the contents of my report which is in three parts:

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Contingencies Fund set out on
pages 1 to 7 , which comprise the statement of assets and liabilities as at 30 June, 2021,
and statement of receipts and payments, statement of cash flows and the comparative of
budget versus actual performance for the year then ended, and a summary of significant

Report of the Auditor-General on Contingencies Fund for the year ended 30 June, 202 I - The National Treasury
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accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I

have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion the financial statements present fairly, the financial position of the
Contingencies Fund as at 30 June, 2021, and of its financial performance and its cash
flows for the year then ended, in accordance with lnternational Public Sector Accounting
Standards (Cash Basis) and comply with the Public Finance Management Act, 2012.

Basis for Opinion

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lavrrfully and in an effective way.

Basis for Conclusion

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overallgovernance were not effective.

Report of the Auditor-General on Contingencies Fund for the year ended 30 June, 202 I - The National Treasury
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the sustainability of services basis of accounting
unless Management is aware of the intention to terminate the Fund or to cease
operations.

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

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

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

Auditor-General's Responsibilities for the Audit

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

Report of the Auditor-General on Contingencies Fundfor the year ended 30 June, 202 I - The National Treasury
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reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

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

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

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

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

a

o

a

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

Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit

Reporl ofthe Auditor-General on Conlingencies Fundfor the year ended 30 June, 202 I - The National Treasury
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report. However, future events or conditions may cause the Fund to cease to continue
to sustain its services.

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

a

a

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

Perform such other procedures as I consider necessary in the circumstances

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

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

CPA
AUDITOR.GENERAL

Nairobi

17 January,2022

Reporl of the Audilor-General on Contingencies Fund for the year ended 30 June, 202 I - The National Treasury
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t The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 306 June 2021

6. RECEIPTS AND PAYMENTS STATEMENT FOR THE YEAR ENDED 3OTH JUNE

2021

There were no advances nor refunds during 202012021financial year

The notes on pages 5 to 6 form an integral statements. This statement has
been prepared, reviewed and approved on. by the following:

t

Signature:
Julius M CBS
Principal Secretary
The National Treasury

FCPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

llPage

Opening balance 7,000,000,000 7,000,000,000

Receipts

Refund from MDAs 11.1 t

Available Fund 7,000,000,000 7,000,000,000

Transfers from the Contingencies Fund:

Advance to MDAs lt.2
Total transfers

Closing balance 11.3 7,000,000,000 7,000,000,000

Ir\'2$2012021

l(shs

ti\' 2()19t2020

KshsNotcs
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,The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30th June 2021

7. STATEMENT OF ASSETS AND LIABILITIES AS AT 3OTH JUNE 2O2I

There were no advances nor refunds during 202012021financial year.

The notes on pages 5 to 6 form an
been reviewed and approved on...

these financial statements. This statement has

....2022 by the following

Signature:

\

Julius Muia, PhD, CBS
Principal Secretary
The National Treasury

FCPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

Financial Assets

Cash and Cash Equivalents
7,000,000,0007,000,000,0003l1Bank Balances
7,000,000,0007,000,000,000Total Cash and Cash Equivalents

Accounts Receivables

Outstanding lmprests
7,000,000,0007,000,000,000Total Financial Assets

Financial Liabilities
Accounts Payables - Deposits and Retentions

Net Financial Assets

Represented By
7,000,000,000 7,000,000,000Fund Balance B/Fwd

Surplus/Deficit for the year

7.000,000,0007,000,000,000Net Financial Position

li\ 202012021

I(slts

I,'\' 2trl9l202ll
hslrs

Notc

2lP age
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t The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30th June 2021

8. STATEMENT OF CASH FLOW FOR THE YEAR ENDED 3OTH JUNE 2O2I

There were no advances nor refunds during 202ol20zr financial year

The notes on pages 5 to 6 form an integra[part
been reviewed and approved on.... )Sl+r-

of these financial statements. This statement has
by the following:

FCPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

Signature
Julius Muia, CBS
Principal Secretary
The National Treasury

Receipts for Operating Income L 'I

Refund from MDAs

Payments and advances

Advance to MDAs

Net Cash Flow from Operating Activities

Cash flow from In Activities

Cash flow from Bo Activities

Net Increase in Cash and Cash ivalents
Cash and cash equivalents at the beginning of the

7,000,000,000 7,000,000,000
Cash and Cash uivalent at the end of the Year 7,000,000,000 7,000,000,000

l;\'202012021

Kshs

F\', 2019t202$

Kshs

3lPage
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The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30tl,June 202 I

9. COMPARISON OF BUDGET VERSUS ACTUAL PERFORMANCE F'OR THE YEAR
ENDED 3OTH JUNE 2021

The following statement summarizes the outturn against budget:

The initial amount of Kshs. 5.0 billion included in the original estimates was reversed in the
supplementary budget. No amount was advanced to any MDAs during the financial year
2020/2021.

Receipts
The National
Treasury 5,000,000,000.00 (5,000,000,000.00)
Sub-total 5,000,000;000.00 (5,000,000,000.00)

Transfers
Transfer to
MDAs
Total Transfers

Original
Estirnatcs

Kshs

Acl.iustrnents

Ifuhs

Itcvised
Estimates

Kshs Kshs Kshr

2tJztLll202l I)g,iations

4lPage
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The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30th June 2021

10. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of preparation

The financial statements of the Contingencies Fund has been prepared in accordance with the cash

basis of International Public Sector Accounting Standard (IPSAS) Cash based standard as

prescribed by the Public Sector Accounting Standard Board (PSASB) in Kenya. L '

b) Reporting entity
The Cabinet Secretary, National Treasury has been desi4rated as the Administrator of the

Contingencies Fund, pursuant to Section 20 of the PFM Act, 2012. Accordingly, the reporting entity

is the National Treasury.

c) Receipts
Receipts ionsist of monies appropriated from the Consolidated Fund by an appropriation Act in
any financial year. Receipts are recognized when cash is received in the Contingencies Fund.

d) Payments and transfers
Pursuant to Section 2l of the PFM Act, 2}lz,the Cabinet Secretary may make advances from the

Contingencies Fund if satisfied that an urgent and unforeseen need for expenditure has arisen for
which there is no specific legislative authority. Section 50 of the PFM (National Government)

regulations, 2Ol5 requires an accounting officer to, before applying for financing from the

Contingencies Fund, ascertain that there are no savings within his or her vote and the need meets

the criteria set under section 2l of the Act. The Cabinet Secretary shall then, consider the request

and assess and may approve it or reject it.

Payment is recognized when actual cash is paid out of the Contingencies Fund.

e) Cash and cash equivalents
Cash and cash equivalents comprise cash at hand, bank balances, un-surrendered imprests and short

term deposits in money market instruments.

0 PresentationCurrency
The financial statements are reported in Kenya Shillings, being the currency of legal tender in
Kenya.

g) ContingentLiabilities
There was no potential liability that may occur in the future in respect to Contingencies Fund

5lPage
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IThe National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30s June 202 I

11. NOTES TO THE ACCOUNTS

11.1 Receipts

The Contingency Fund did not receive any funds during the financial year 202012021.

,. !?

11.2 Advances from the Contingency Fund to MDAs
There were no advances from the Fund in 202012021financial year as well for 201912020 financial
year.

ll.3 Closing Balance

The closing balance as at 30s June202l amounted to Kshs 7.0 billion which is the same as at 30th

June2020 reflected in the bank account of the Fund:

7,000,000,000Bank Account No. 10001 83233 7,000,000,000

7,000,000,000Total Receipts 7,000,000,000

202012021

Kshs

2lll9l2l|2ll
Kslr'

l)cscription

6lPage
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The National Treasury
Financial Statements for the Contingencies Fund
For the Financial Year ended 30th June 2021

12. PROGRESS ON FOLLOW UP OF AUDITOR'S RECOMMENDATIONS

There were no noted and outstanding audit matters issues during the previous audits as indicated

on the table below.

There are no unsolved audit queries.

Signa Signature:

t

Julius Muia, PhD, CBS
Principal Secretary
The National Treasury

FCPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

Reference
No. on the
external

audit
Report

Issue /
Observations
from Auditor

Management
comments

X'ocal Point
person to

resolve the
issue (Name

anl
desienation)

Status:
(Resolved /

Not
Resolved)

TimefrCme:
(Put a date
when you
expect the
issue to be
resolved)

Awaiting
Audit report

N/A N/A N/A N/A N/A

TlPage


