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i3lT,ttil-ylfr']iXlhtililill t'rj-vY IrtrND I;INANCIAL STA TIiMtsNT S roR ,rE

I' KrlY IiN,I'r'y TNIT,RMA'I'I,N AND MANA(,riMlrrN.r,

(a) Itackgrouncl inlbrmation

'ilre state Department for Petroleum wa-s. Ibnned in May 2016 following tlie Ilxecurtiveorder no' l o1' NIay 2016 which ,ptit it. Mini-stry of'Ii'ergy and tretr.oleum into the Statedepartmenl of Iincrgy and State department o1'Petroleu,r,-n, cabinet Icvcl. However, tlieBxecutive order.o' I of June, z6t8 split the state ti.iu.tn,.nt lbr I)ctroreum ro formMinistry ol' Petroleum ancl Mining'represc,terJ by it. Cabinct sccretary wr.ro isresponsible fbr the general policy a-nd strategic ai.ecrio,., 
"rr 

rn."trr* u.*;,me,t lbrPetroleum. 'r'rrc operertions or''the Miriisiry begarr in J*ly 20r g.

(b) Key Managcment

Name

inet Secrctary FIon. John Muni,eJnyiiilgta, eC;t_t
2. Principal Secretary Mr. Andrew N. KamaLr,ClllS
3. Senior Secretary Admrnrstration Mr. Chege Mwangi
4. Ag.S ecretary Petroleum Mr. Jarncs Nganga

irector I-II{M&t) Ms Agnes Muthr_ro

6. (lhicl't.inance Cltiice. Ci}rn Mallhcw traiisvokn

Ms. Iilectine Nanzala
7. Director Chlef liconomist

8 I)epury Accountant General CI'}A Charles l.iyayi ShiclzLrgane
9. ))eputy Dircctor S y Chain

l'he Ministry of Petroleum & Miningr state l)eparlure,l rbr r)ctr.olcum lr day-t'-craymanagemc'nt is under the lbll<lwing kcv org.ans:

o. Designatio; - --- - ---N

tuppl Ms. Chepkernol (e,icir .-



Hon. John K. Munyes, EGH
Cabinet Secretary

Ministry of petroleum and
Mining

Mr. Andrew N. Kamau, CBS

Principalsecretary

ii#LJ-^r,Yff 
,]:Yp,L?i,[?),Tr.EVy FrrND rrrNANCrAr_ s fAT.r:rM]jN,r.s r,oR.rrrr

I'lon' Jolrn K Mun;'es- I:(irr r.vas appointecr cabincr Sccretary rbrMinistry ol' l)etroreum e,rd MinirLg by prcsitrc,r uhuru Kc,v,atra irrJaruarl, 20 t8. I,r.ior ro tris ap,rirrrnre,r ,..; i,;l .';; i..,.]urlr, ,,",,'lohn K Munycs servecr as the Serator rtrr thc oir-ricrr'r.urka,a c.untv,lbr 5 ycars beginning 2013 and .n,il,rg iO I i.

I'*rrr"lrirn K Murycs has arso p.cviousry scr.vcd in var.ious c^paoiticsas N,linister. ol Statc Ior Spccial prugron.,,.,,."^ (;1005), Minister lt,.watcr and ,'r'igatiorr (2003) as r"cri as Ministcr rirr Latr<lLrr & sociarservices' I're arsoserved as thc Mcnrber o' r)arriamcnt (Mrp) fur.'Iurkana North Constitucncy lbr I5 years, hreginning 1997.

P'i.r' to -ioi,ing poritics. r-r.n. .rorrrr K MLrnycs rvor.rtccr as [.JNI:SCoP.o-icct Assisla,I a,cr ratcr'[rcr.arrrc a lrr.ogrrrnrrac ('or:*Jirrarc;r.<lr 
r.rrcInterrnccliate 'r'ecrrnoios.r' 

I)cvcrop,.rcrrt 
'(irotrp 

(r r.r)c) rvrrer.e hccoordiratccl lb,cJ sccur.il-r, 1rru1a,.u,,.,,.,rcs irr.l.ur.karra l)istricr inclucli,glivestock pro.iects. worrc. erlr)owerrreuI ancr capircitl, buirclirrg. I-rc isarvarded the tirdcr of trrc orcrer of the G<lrdcn r-rcarr of Kcnya (t:GFI)Itlr his valuable service renclc,recl to the nation.

Mr'. Ancl.eu. Ng'ang.a I(arnau has vviclc t)\pcl'tt:ncc irr I)ctrolcutn
cnergy gai,ecr ri.,r severar years in rcadcr-srrip p'sirions i, the privatc
sector' Prior to rris appoi,tnlert as principar sc,.etary Ii,. petr.orcum,
he was the chiel'Iixecutive or,icer o, Bracewc, Energy which has
iutercsts in mirri,g. energv ancr natrrrar rcsor.*ccs. As ps. rre stcer.s the
Petrcrlerrnr clocket at tl.rc Minisrlr,, lvhcr.c hc will ()\,cl.scc
ittrplctttcntatiotr ol'[)etrole un prrr jt:cts. t,lc lrolcls ir l]lclre l.r. 

'l.suicrrccclegrce in (.'hcnristry- ll.onr the Universitl, <ll.Naiiobi,
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Mr. Janres Ng-ang,a was appointccl ng;;;;;r-r,
FebrLrary, 2019.lle has bcen instrurnental irr oil ancl gas
the cou,tr;, leac.li,g to the first oil cliscovery i, I(cnva i,
inrplcnrerrtation ol thc ear.ly oil pi<rject u* ,".tt or'rt,"
Petroleunr polic,l,. legal. t.cgLrlatory ancl cotLl.racttral l,i.anr
and gas. IIc holcls an MSc.a IJsc arrcl IrGI)ip.

I)ctlolr;urn itr

ex;:lolation ilr

Marclr, 2012.

revicrv of thc

crvork ftrr. oil

Mr. James Nganga

Senior principal superintendent
geologist

Mr. (-'hege Mrlangi

Secretary Adm in istration

Mr Mathew K. Musyoka

Chiel- [rinance Officer
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Mr' M\\''rgi rras bce, thc se,'ct,r..r,. Ac.,nrirristratiorr i, ttrc statcDepart'nrent Rrr pclroreu,r fior, May, 20rg. r-rc .ioinecr trre I,r.rbricService in Igg5 as an Assistant Sccrettu'y/I)istrict 0riiccr, rising
1'lrrocrgh [he ranks

:m*;:l:: ;:ffi 'll,"i,ii,,,?; :;;;.:;l:;ili 3:Tii;
Adnr in i srrarion r.re h,rLI J.,.l'.?::Ti n,i:,,,io"l L# H:f '*Pro.ject I)lanning arrcl Malragcnrc.rrt fr.oru thc t.lnivcrsit.r,ol.Nairobi

cPA Mathew l(' Musyol<a assumecl the position of I.rcad of F.i,ance
t'Jnit in N<-rvc'nrber 20rr. I-rc is irr charge o'budgel pr.eparation ancrinrplemerrtation''c holcrs a, Mn (L..co,orrrics) riorn Kenyatta
['J,ivcrsity' anci Bachcrci. of' A,.s (cccuo,rics) ri..nr [J,ivcr.sit' or.
Nairobi. IIs is a (.lrA (K), and also a rncntbcr.ol.tlrc ICpAK
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Ms. Electine M. Nanzala

DeSruty Chief Econr:mist

Ms' Iilcctinc M. Nanzara assumeci the positio, or,thc [-rc.ad o|cprrM[J
itt Ma1',2016. slre is i, charglc <;1't:conomic pran.irrlt firnctio, rvhicrr
involvcs pla,,i,g a,rJ anar'sis or'econ.mic poricyl undcrraking
ecorro,ric a,arysis- evaruati<1, a,cr nr<lnil.r-irrg clr.cl*,clopr,e rrt pro.jects
and p'ogranrrcs: co-or(rination oIstr.alcgic 1llu.ning arrcr perrtrr.mancc
contracting: and pcrrirr,ra'ce r.cvicrv or. cco,clr,ic activitics t. inr.orrn
policy a,d budgctar), proccsscs. Srrc hords a Mastcrs in Econonrics
and a l3auhclor.ol'Ar1s Dcgree lionr Kenyalla [Jniversit\,.

Ms' Agnes Muthuo assunrecr the position of I-reari. I Iuma, Itcsourcc
Managernent and l)everopment in January, 20 r7. Shc is in crrar.ge o1-tna'aging the llr{ function in trre Depaftmert inoruding .r.raining 

ancrDc'vclopmc,t rbr erTcctive ser.vicc cretivery. srrc h.rcrs a Master or.Scierrcc clcgrcc i, Irurrlrn lrcsour.cc Dc,veroprncnl rl..,r thc Jom.I(crrl'atta [-r,ir,'ersit,r' ol' scicncc rinc[Iechrr<ll's-r, arrd a r]acheror .f-Arts degrcc irr Aul.hropolog,v lr.r:rn lhc (lnivelsity,,,1.*n.,.,,1ri. She is aMenrhcl ol'll Il(M

Ms. Agnes Muthuo,

Director/HRM&D

Mr. Charles Liyayi Shidzugane

Dc.puty Accounta nt Ceneral

cPA Charles L,iyayi Shidzugane assunrecl thc posiiiorr ol- I-leacl of
Acc.u,ting L.rnit in l)cceruber 20rti. [.re is i, charge .r, Accoruting
a,d Iii,arrcial Rc,ortirrg as rvc, as clcsignirg,. impre.rcnting ancr
ntonitori,g interrrar conrrors rcrevarrt to thc 1:rcpar.ati., a'cr flcrr
presentation of financial reports in line with thc relevant International
Public sector Accounring Standards (rpsAS). FIe horcrs an MSc
(F'inancc optio,) fionr 'r'he KCA tJ'iversity and Bachcrclr of
Contmerce (I;i,arrce) Il'or, Carholic LJniversity of'I'iastcr., All.ica. l.{e
is a (-'PA (K). anci also a nrcrntrr:r.ol.the ICpAK
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Ms chepkcrn.i r(crioh assrrr,e<r thc ,ositiorr .r'Ircircr ot.S,ppr,v (.,hai,
Managcr,enl tJnit in .rarruarv 2()19. S'c is in-chirr.gc rrl'r)rocurc.rerrt ,r.goods a,cr serviccs and ()vcrseci.g i,rplenrcntatio, clr. rhc
I)epartnrcnt's procurcrnenl plarr. Slre holcls a Masler.,s

l)cgrce ancr I]acrrc'rrlr's I)cgrec irr I.rco,,,rics lionr
IJnivcrsity. Shc is also a rnerntrcr ot.KISM ancl ClpS

Nailotr
Ms. Ohepkemoi Kerich

Deputy Director Supply Chain
Management

(c) Ministr-y of petrof.:.11_or.f Mining, Ilcatlcluar(crsP.0. Box 305g2 0010() c

Ny'ayo House Builcling

Kenyatta Avenue

NAIROBI, KENYA

(d) Statc.Department frlr petroleunr
'l'eleplrone: (254) (020) 33 L0il2"'
lr-rnai I : ps(ri)petre I errnr.ge.ts

Website: fywulgg.kg

(c) Independent Auclitors
Auditor (ieneral

Kenya National Ar-rclit Otllcc

Anniversary Towers. [Jniversity Way
P. O. Ilox 30084

GPO 00100

Nairobi, Kenya
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II. S'I-A'I'EMENI' OT, RBSPONS II}II,ITII,S

section B3 ol'the P,blic Finance lvlanage,rent Act,20r2 r.equires an Accounti,g orlicerlbr a National (iovemmc'nt owned E,tity to prepare a report lbr cach quar.ter or. trrefinancial year in respect of the .n,iir. 
-

l[Ji'Jril,11;"?ff:t::y"report 
lbr a Natio,al G.vcmmcnr rintiry, {hc z\ccounting orriccr

(a) (lonrains info,,ation on thc finaurcial a,cl ,on-l'inancial perfb'mance ol.the entity; and
(b) Is in a fbrm that cornplies with the standarcls prescribecl ancl pr-rblishe6 b1, the Irublicscctor Accounting standarcrs Il;; of Kenya lrom tirne to time,

I, additio,' not Iater than trlteen clays altcr thc cncl o1'each qual.tcr.. rhc Acc.r.urri,g ofliccrshall submit the cruarlerly report ,n irr* cabinet #;il;espo,sible for rhe enrity ancr thcNatio,al I'reasurv' The cabinet s;;;;ry responsible for an e,tiry shall rorward a copy ofthe repofl to the cabinet s;;;;;i controlrer of Budget.

ln the case o1' an entity thal is a state corporar.ion, tlic Accor:nring otHccL lbr thccorporation shall sr'rbmit thc quarterll, rgp,,rt to rhe ca6inct sccrctar,,- rcslro,sible lilr tlrecorp.ration wrro shail, ,rp,,n u1rl.r,.,,,ir-,1;. it.li,.*,*.,t-, ,;;;; thc c,irbincr. sccr.c:.ary.

Approval of the annual linancial siittemenrs
'['he Petroleum Developme,t Levy Funcl's cluarterly finaricial statements rrave been preparecrin accordance wiilr Section s: ot:the pFy.t.r il ;;..;proved by trre Managemenr on'{.-i.:..t...'.*.--*1.- 

:.., -. and signed on its behalf by:

Andrew N. Kamau CBS

i
t

,f
I

' ,:L ,. :.. ,i
-.-. ..-..- ..-.--J..____.. --
l)eputy Accounternl t;eireiuf 

-

CPA Charles I..iyayi Shidzuganr:

I(lPnK Numbcr: 50(,g

t"i-t... .

Principal Secretary
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n hanc' i ng A c'count a b i I i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDTTOR.GENERAL ON PETROLEUM DEVELOPMENT LEVY
FUND FOR THE YEAR ENDED 30 JUNE, 2021 . STATE DEPARTMENT FOR
PETROLEUM

PREAMBLE

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

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

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

C. Report on Effectiveness of 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, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Petroleum Development Levy
Fund set out on pages 1 to 12, which comprise the statement of financia! assets as at

Report of the Auditor-General on Petroleum Development Levy Fundfor the yeor ended 30 June, 202 I - State

Department for P etroleum

t-l)' -.



30 June, 2021, and the statement of receipts and payments, statement of cash flows and
statement of comparative budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of 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, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Petroleum Development Levy Fund as at 30 June, 2021,
and of its financial performance and its cash flows for the year then ended, in accordance
with !nternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012 and the Petroleum Development Fund Act.

Basis for Qualified Opinion

Unaccounted for Expenditure and Transfers to Other Government Entities

Section a@\ of the Petroleum Development Act, 1991 states that; "there shall be paid out
of the Fund such monies as necessary for development of common facilities for
distribution or leasing of oil products and for matters relating to development of oil industry
as the Minister may direct." Further, the Development Levy Order No.24 issued on
15 July, 2020 provided that the levy should be used for matters relating to development
of the oil industry including stabilization of local petroleum pump prices.

The statement of receipts and payments for the year ended 30 June, 2021 reflects an
amount of Kshs.2,921,677,803 being transfer to other government entities. This amount
includes Kshs.250,000,000 which as disclosed in Note 2 to the financial statements, was
transferred to National Oil Corporation of Kenya (NOCK). However, the budget, the work
plan and cost statements for oil and gas exploration activities to support the transfer was
not provided for audit verification. Further, no documentation including the framework
agreement for the transfer was provided in support of this expenditure.

f n addition,, the Fund transferred a total of Kshs.2,671,677,803 to the State Department
for Petroleum during the year. However, there was no evidence that has been provided
for audit verification to demonstrate that the transferred funds were used in accordance
with the existing regulations.

Consequently, it was not been possible to ascertain whether the amounUexpenditure of
Kshs.2,921,677,803 included in transfer to other government entities in the statement of
receipts and payments for the year ended 30 June, 2021 was properly incurred for the
intended purposes.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Petroleum Development Levy 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

Report of the Auditor-Cenerql on Petroleum Development Levy Fund for the year ended 30 June, 202 I - State
Department for P elroleum
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requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

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

Other Matter

Budget Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.3,222,000,O00 in the year under review.
However, from the receipts realized, the Fund utilized Kshs.2,921,677,803 or 91o/o

resulting into an under-absorption of Kshs.300,322,197 or 9%. The under absorption
affected the planned activities and could have negatively impacted on service delivery to
the public.

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 lav,rfully and in an effective way.

Basis for Conclusion

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements comply, 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

Gonclusion

As required by Section 7(1)(a) of the PublicAuditAct,20l5, based on the procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Report ofthe Auditor-General on Petroleum Development Levy Fundfor theyear ended 30 June,202l - State
Department for P etroleum
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Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

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

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

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

ln addition to the responsibility for preparing and presenting the financial statements
described above, Management is also responsible for ensuring that the activities, financial
transactions and information reflected in the financial statements comply 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 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

Report of the Auditor-General on Petroleum Development Levy Fund for the year ended 30 June, 202 I - Stale
Deparlment for P etroleum
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or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Further, in planning and performing the audit of the financial statements and 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
accordancewith the provisions of Section 7(1)(a) of the PublicAuditAct,20l5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, ! 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

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 ability of
the Fund to sustain its services. If I conclude that a material uncertainty exists, I am

Report of the Auditor-General on Petroleum Development Levy Fund for the year ended 30 June, 202 I - State
DeTt artment for P etrol eum
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required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund not 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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPA v , CBS
AUDITOR.GENERAL

Nairobi

23 December,202'l
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Ilt,f, i;i),if,TlTr 
oF ItI.c'nIp'I's AND pAyMEN'r's !.oR rr*r yrn ft nNDrrr)

Rcve,nue from nr,rn-
exchange transactions

[:incs. penaltics ancl ier.ies

Subsidics

'fotal revenue

f-xpenscs

Transfer tr: other
govcl'llment entities

1'otnl expenses

Sur;rlus for. the vear

,,',h",

Principal Secretary

Andrew N. Kamau CBS

Note 2020-202t 20t9-2020

kshs

I.rr22.0(i0.000

r.600.000,000

3,222,000,00a

2.q2t.677.80.)

2,921,677,903

.3i,{i,J22.l g7."l5

**.

Deputy Accountant Cener.al

t'

kshs

l.ci:2.0()0.000

I,622,000,00()

'1

1

1

1
.L)()6,797.992.5A

996.797,()92.5U

i;:45,202,0t 7.50

l'he accottuti'g policies and explanatory notes to thesc li.ranciar statements I.o,, a, i,tegrar partt t 
ln:, 

t]",,'c ial statements.'t'hei 
",rtiif ri nonci ar srarements werc appro vecl,n

".--r':.-j:'---'^ =1-.- '-l:.:-j.:r.._. ._ .__and Signed by:

CPA Charles l.iya1,i Shi{zugarre

I(ll'AK NurrrhuL: 5061i
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IV. S'I'ATIiMENI'Or. FINANCIAI, ASSI,I.S AS A.I'30.I',I.ItJN,., 2021

Note l{}20-2{t2 r

shs
^nt)-2$20

shsFinancial Assets

Current assets

('ash and cas;h equli.ii.l,ri* -

'Iotal finuucial asscfs

Rep resented by

[fund balance b/fwd

Ilefirnd to National freasLlr)/

Surplui fi,r rhe ),eir

Net finan
"i"i-po.iiio;--

itiri.i:r"l'ez.di o:i.:rrz.o rz,so

.l(l{),322,t 97..ts {)25,2t,2,{,17"50

625.202.017.50 i:i 3.q2e.+i).0?i

r::5.929,+;Z.OO1

62'5.202.0t7.5A

(62s.202,017 50)

300,322,197.45 625,202,An.50

integral parl ol'tlic:
.r. I ancl signc:cl

i

;-l*.t
' tn.-] \'. r i r.i,

Depury nccijii,irani o.iiirii -
CPA (lharlcs L,iyayi Shiclzuganc

ICPAI( Nurntrer.: 506g

4

a
-)

300,322,197.45

'l'he Accoitnting policies ancl explanalory ,o1cs to thcsc Irnaurciar staremcnts Ibr.,i a.lirrancial statcmcnts.'r'lrc rj.a,ciut rir*rr.nls rt.crc approvccr on :J i, :.(. )r ._ ,r,.,,.-

Principal Secretary

Andrew N. Karnalr, CIIS
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ffil}.?$,y#r']t.Xll'L"JLH;N,Lr:vY rrjND ITNANCTAL s'r'A'r'riMrjNls r,(r*,rrrr

v 
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0h' au\srl FLOws [,,,R .r.I{u 
*I,:RIOD 30-r.rr,rtrNI i 2t2l

Cash flow,s from operating activities
lh'ceipts frir operati ng activities
F'i ttcs^ penalties ancl levies

Total Receipts

Payments fbr opcrating acl ivities
Gran ts and subsidies

Ad.justed f,or:

Rc lirncl to I.Jrrtiorra l,t,,i*,,,.,,,.v

Net cash llow.s fi.om ,ip.,r.r,ti,,g activitics
I

2,921,677,g03 - - 
ri06,ief,.iaii.so

t235.t)29_132)

(3 2,t.8 79.820.-s0) 389.272.578

(324,979,920.50)
399,272,57g

...i . ;*
Dcputy .tc.ourtanr be,reraf -
Cl)A Charles Liv11,i Shidzugane

ICPAK Numbcr: .i06g

Note I 2020-2tt2t

shs

lltle-2tJ20

shs

r.622.000,000

t,ozz,otti},ooo

3,222,000,000

jJzz,ooo,otttr

2

Net increase(
equivalents

decrease) irr cash arrtt cash 
-

Cash and cash equival ents 6rt I .lt.JI-y 4
235,929,432

Casli antl cash equivalents at J0 J|JNtj
4

J00,J22,197.00 625,202,1)17.50

I'he accounting policies and explanatory notes to these linancial statcments lbnn ern integral patlof the financial statenrents. l 'he entitl, financial .statcments w.ere approrred ond.: ,l
.. -and signcd by

Principa.l Secreiary 
-

Andrew N. I(amau, C]BS
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a lilill,liffi?:yJjilil,$;),, I riv!.r,'rrNr) rrrNANCrAr S rz\ r.r:MrjN,s ioR .rrr:

VII. STGNII.ICANI' ACCOUNI'TNG POI,ICIDS

llt,r:i'ff:'le 
accounting policies aclopted in thc prcpararion .Ithese fina,ciar st.rements are scr

|. Statcnrent of Conrpliancc and Ilasis ol.preparalion

l'hc financial statements have bee, prepared i, accorcjance witrr cash-basis Intcrnational pubricsector Accot'mtinp Stanclarcls (iPi;5; as prescribed by the pubric Sector Accounting StancrardsBoard (PSASB) ia tti 
"."n 

i;'il'u.lounii,,g pori.y,1ot. below.,ri;;;il;asis of accounringhas bce, 
'uppi"n"t'ted with u..ounring roi'oj ,-J..irrrrr., that incluc.le imprests ancl salarvadvances ancl b) payables rnrt i,r"iuJ. ,l.purit., and rcrentions.

'l'he Iinancial statements cornply with a,cl conlirrrn r., ttrc lbrnr ol.prcse'taticr, prcr;cribccl by r'e
i;:fllr'ht: 

aggssllting' pt'lici", ,.,.r,,p,..I lur'c' t.*,-c,nsisrcntr' appriccl r,, alr thc i-cars

2. Reporting Entity

l'he financial statements are lbr the Slate clepar-tment Ibr petroleu,r.llhe rina,cial statemcntsenconrpass the reporting entity as specified.,n,J;;.;;;;, gi 
"ithc 

prrM Act2.rL2.
J Reporting (..urrency

'I'ax Receipts

'l'hc linancial statements are prcsentecl.i: 
_f.rr:o 

Shillings (KShs), which is 1hr: Iunctional andrep<lrLing currency of the Gove.nmcniancl all uurr,., o.. ,.8rn,r.,t t,rit.,e n.*.rt tt.nya shilring.4, SignificantAccountingpolicies

t1,l'-"ffil1:['"|.ool]t'"s 
set out i, this section ha,c bccn c.,sisrcnrry eppriccr by, rrrc Iintiry ltrr a,

,.a) Ilccognition of ll.cccipts'l he li,tity recognises all receipts lio,r thc various soLlrces whe, trre L-vent occur.s a,d the rerateclcash has actually been receiv.j Uy ttre frntity.

'fax receipts are recognized in the books of accounts when cash is receivccl. cash is considercd
:il;Tt*u 

when notit-rcation olta; r.,rittun.. ir r...ir*a. (check i|rhis polic\,is applicable rtr

'I'ransfers Irom the Ilxchequer'l'ransfers lro3.the exchcquer are recognizcd in thc books .,1, accounts when cash isrc'ceived' cash is consiclered as receivcdiun.,i lruyrn*nt instruction is iss.rcd to trrc ba,kand notitied to the recciving entity.
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a lr?;T.1lf,Y,S?:y#r',,?i'#r),r LEVY Ii{rND rrNANcrAL s]AT}rMENl.s FOR rrrE

Ilxtcrnal z\ssistance

I:l:ifflr::l;ljfi:rX reccirccl through gftrrrs ..ct roiins ri.orn nr,rrjrarcr.ar ancr bilatc..t

Grants and loans shall be. recog,izecl i, tl'rc books o| accounts whc, cash is receivecr.
:;tl ffi:[ffff: ""iu'o-it'en a pavmenr advice is received ;; ;;'recipient enriry

In case of gra't/loa, in kincl' such gra,ts are rccordecJ upon rcccipt .1,thc grant itcnr arrdttpon cletermination ol'the valuc.'l'hc clatc urt,rr. r.u,.,*ctio. is rhc.r,aluc datc inclicalcd on
li:,,i:lT:ll":il;;:;,*,'i"'iiu' '..c,gnirion ..it",tr i, appticct lbr- loans rcceivecl in rnc

During the year endecl 30tl'June 2021,there were no instanccs.r,,on-compriance withterms and conditions which have resulted in cancclil;, or,c.xternar assistance loa.s.

I'lrcsc inclttcle Apllropriation-irr-Aicl ancl rclartcs to reccipls s,c:h as pr.t.rcccrrs [io,i crisp<lsar
ii#::[:ij.T'"""|,|. f]i::*::inrc,ts. 

'r'lrcsc are rccognisccr i, ,r.," ii,,n,,.,i,rr starreme,is rrre

b) Recognition of payments

;fi#Tlltecognises 
all payments when the event occlrrs, a,cr the rerated cash has bcen paid out

Compcnsation of Ilmployccs

iiHJffi",1,.:,lt::'.:',fil1'lli,l,"-ll?llJv contribution rbr c,rprovces are recognizecr in

Other reccipts

Use o{'Goods and Services
Goods and services are recognizetl as payments in the periocl rvhcn t^c goocls/services ar.cpaid for' such expenses' lf not pui,r' .ruri,ig d;;. ir.rr".r whore go,crs/serviccs ,rcconsumed, shall be disclosed as penciing Uills.

Intercsl. on Ilorrowing

Iil;':[T:,:il1: 
that inc]r-rcjc intercst are rccognized as paymenr in rire pcriorr in which

Ilepayment of Borrowing (principal Amount)

ffiiifiilH:i,ru;Xt*:*t orborrc':wing is recognizccr as p*y,renr in rrre period
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a i', ]l,i,Y#j']t,Ylltfili9o)l LtivY rrtrND frNANcrAr srnrr:MrjN'r's rro*.rrrj

Acquisition of .F.ixecl Assels
'l'he payment on accluisition of'property plant and equipment iterns is ,ot capitalized. I.hecost o1'acquisitio, a,d proceects riom,rrrp"rri"i,t.r. ir.nrr rr- u.-,.,r as payments a,drcceipts items.respectively' v/hcrc an.asser. is acqr-rirecl in a non-exchangc lra,saction rilr,il or nominal consitlcration ancl tlre thir' ,'rru., ,,i:irrc asscl c.n bc ,criabry cstablishccl. acorllra transaction is rccorclccr as rcceipt iL^d as n-pryn.,.r,.
A fixed asset register is maintai'cd by each public cntity ancr a sLlmmal.y provicred lbr
iJJ:lt"T,Jf 

consolidation' 'fhis slrmmarv is ctiscloscct as an annexlr.c ro rhe financial

i. In-l<ind contributions
In-kind contributions are donations that are macle to the Entity in the lbrm o.l.ar:rual goods ancl/orserviccs rathcr than in monty t,, t*r,'ilnrr. 'l'hesc .tunotiu,',. rnay incrucre 

'crricres. 
ecluip,rcnt orpcrsonncl scrvices' where tirc tinan";nt u*t,.,. .."..iul;.i;i;; i,-kind conrr.ibutiorrs can bc reriabrvclclcrlrtinccl' the E,tity ln.tra..'rror,""uru. i, thc .,*i.lrr.n, o| rcccipts ancr payments both as

ffil[.a*d 
as paymenrs in eqr_rat and opposire ;;;;;r, other.wise, rhc contr.ibution js nor

9. . 'I'hircl party Payments
Illcluded in the receipts and pavments. arc paymcLrts nracle on its belialf to rrLir.ci pilrties in lbrm ol.loans and gretnts' ]'hese pril-.'"*;l,r'not .nn.ritutc c*srr receipts arrcr payr,cnrs itnrr are cjiscro.scd
ilr:'il,11il1,T,:to, 

thirci n-n*t'i'',,r. ,,o,.rn.nr o'recoiprs ancr pavmc'rs as procee,ds t1om

7: (.'ash and Cash Equivalents
cash and cash equivalenis 

"";;;i;. cash on ha'cr and casrr ar bank. srrort-tcn, .,cposits o, calland highly liquid investments wlth a' original ,rrun,ri y or:rrr... ,,ilil 
"; 

l.rr, *,ni.rr are rcadilyconvertible to known amounts of cash ura.uq. subject io insigniticant risk orjcha,ges in value.Ilank account balances i,clucle uo,ounr, held at in. i:.ru"r Ira.k of Kcnya and a1 variouscilmmcrcial [ranks at the encl o{.the tinancial year.

8. Accounts Receivablc
Iio'the pLlrposes of these linancial statements, inrprcsts ancr aclvances to autrrorised pubricollicers ancj/or institutio.s *r,i.r-,-wcre not su.r.c'dcrecl or accounted .,br. iit the encl oi. trrcfinancial year are treatecl as receivablos. r'his i, i,., ,;;;;,;ition or thc govcr.nrrrcnr practice whcrc,the inrprest payments are recognized as payment.s rvhe, fully o..,,uii.*i-i..,r^ tr, t5e inrprcst or
f nn[::: ;iilHl,:'*T:,:ffJ;, ; ff ;il"i.ffi , n* po r i c v otrie r acc o unrs rece i vabr cs

I i\ccounts lray,nlr;.
For the pLrlposes oi thesc fi,ancial stalemcnts. dcposits and rctentions Sclcl o, lrehall. ol,thirdparties ltave lreen recognizecl on an u...,ut basis (as o..u.ru payablcs). ]'his is i, recognition ofthe govertrment oractice ol' rctai,ing a portiorr ol conlrac,tecl sen,icc,, unit works pc,cli,gfullilment.l'obliiatio" uy in..;;;:4. inct to hord cieposirs o, behay.olthircr parties. r.his is
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t i'i,:{il]l*H$?ty,tJi,r^i#,:iNr I,EVY FUNr) T,TNANCTAL s.rAT'riMrrNr s rroR r{E

an enhancement to the cash accourting polic)' acloptecl by Natio,al (iovcrrnrrrcnr. Ministries a,cl;\gc,cics' other liabilitics inclncli^g p"niiing uittr ,rr..iis.lore.i i, the flna,ciul starcmcnts.
I0. Irending Ilills
Pending bills consist of unpaid liabilities at the end o1'the linanciar year.ari:;ing rrom contractc<Jgoods or services.during tht year oi i, pur, years. As pc-,di,g bills cJo nur ln,,utu. rhe paymcnt or,cash in the reporting ptiiod" tt',.y ,e.oraed as 'rnc.ru.u,r.tr*- or. .ol,l'-bala,.,c., 

itc,r,s to proviclc asense o1'thc overall net cash position ol'the r,i,",tity *iinc cnd ol thc ycar. \A/hc, thc pen.i.g tlills
l::Jil.,llil,In'ff3;-,:lj,|]l;',r;',,il;;.,il;ffi,r,. .i,,,.,-,"nr ,r Recciprs ,rncr p*ymcnts'i, thc

I I. Iluclgct
'l'hc budget is developecl on a comparablc acc,u.ti,g basis (cash basis exccpt lbr irnprest a,ddeposits. which are accounted lbr n, un accrual nasis,y, thc sarne ucruili r-.,liissitjcation ba.sis,and fbr the same period as the tinancial state,rents. 'fhe originar buclger \\,as approvcd byParliament on June 2020 fbr rt. p.ri"J i;iJ;[;;;;r'"rn ,g,r, tun-. zozo u-r-r.q,ired by l_aw antJthere werc two supplementary u.r:uri..rts to the original buclget during the ycar..
A cornparison of the actual perlbrmancc against the comparable buclget tbl thc linancial ycar.'.rclcr review'rras becn incr*decr in tt.Jfi,anc]ar ,i.r."r*.,(iover*rcnl Development I'roj.'cir ur. uu,ig.recl 1br ;;,i., the MDAs but rcceivc budgetecl tu,clsas trans{trs and accoLlnt lirr l'henl separately.'l'hcse tra,s|crs arc recogrisctj as inter-entitytransf'ers.

!1: Comparative l-igures
where nccessary, comparativc: figures lbr the prcv.ior-rs fina,cial ycar 6avc hr:c. i*rc..od ,rrcc:onligl''sd to confbrm to thc r.qiirr.'rt changes r,.,1r,"r"rtutiun.

13. Subscquent Ilvcnts'l'hcre havc been no events sutrscrquent t(),thc llnancial year end with a signilicant impact on thefinancial sratements for the y*o..na.J'30, i';;,;;;;i;;:' r""

11. Ilrrors
Material prior periocl errors shall be 

,corrected rctrospectively i, thc lrrst set of financialstatements authorized fbr issue after their di."ou"ry ty,ir"rr"ring the compiu.rtive amounts r.rprior period(s) presented in which tto ...o, occurrecl or ii. rf the error ilcc,ur,cd belbre thecarliest prior periocl prese,tea, ,"rtuiinf';.;;;i;; Iu,u,-,.", or. assers, Iiahirities ancr netassets/equity lbr the earliest prior pcrio<i prcsentcil.

I)uring thc year' errors thal havc bccn co'rect.cl iu'c discl'sed urnclcr n.1c 26 c,r.pleiirring the natur.cand amounts.

15. I{elated party'I.ransactions
ItelatecJ party relatilnships u,.'u no.*al I'eaturc ol'comrnerce. specific inltr,,atio. with regardsto rclated party transactio,s is inch,rrled in the air.rorio.-,roi"r.
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a i'ffiti,y#r?t#h?1il#1' LF:v Y lrriNr) rrrNANcrAI sTA'r r iMr jN'r's r..oR'n rr

VIII. NOTES TO TI{E UNANCIAL SI'ATEMENTS

I l'ines, penalties and Levies

Petroleunr Development Levv (Appropriation.s In Airl) 1.622,000.000

t ,r:tiri,ooti.ooo

1,622,000.000
Suhsiclie s

Total
3,222,0001000 1,622,000,000

'l'hese rcfer to appropriations in Aid received through .rhe 
Nationar .r.reasury

2. 'I'ransl'ers to other Government Entities

l'ranslbr to NOCK

ransti:r t0 state Departmcnt ol: Petrolcunr
250,000,000 il

(Development Account

I'

)
'l'ranslbr to state Department of petroleunr
(Recurrent Account)

_- -_t"1q7 !'q7?,qp3 8q6J27,?_q?.sg

.. .-.?f?.!'6?JN3 - e2.6-J_Yre_.[?,!Q

Total

9
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3 i?,11,t,1-H#]fYPr'i?i,,H)1"r.uvy rluND rrNANcrAr. 
',A'.EMEN 

r.s rroR rr_r.

3 Itcfund lo National .l'rcasury

Surplurs funcls fbr the year

Total

300,322,197.00 235.929.432

300,322,197.00 235,929,432

4. Cash and cash equivalcnts

Current accorrnt
300,322,197.00 625,202.017.50

'I'otal cash and cash equivalents
300,322,197.a0 623,2112,017.50

IO
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if;lt.,i,liH#r?By4rq^i,s?)T.LEV' r.rrND rrrNANcrAr. s rA,r*iMENl s FoR rrr,

4 Cash and cash equivalents (continued)

4 (a) Detailed analysis of the cash and cash equivalents are as lbllows:
'1-.1-" '" t

' jl!,

/j \x'::'? :',]'' a-

i..

Il,tities ancl other paflies rclated to the Irund ir:clude those parties who havc ability to exercisecontrol or exercise significant influence over its operating a,cr financial dccisions. Rerated
fifr:)::#'[',#ffi';t'J1.,ffi#:'l,l[::';:Jfi;lJ:' ancl crose ru,,,y members r.he

Curren t account

!,:ngll !l*k of Kenya 10003 1927s

Sub- total

5. Related party balances

Nature of ralated party relationships

a) State Department of petoleum,

h) National Oil Corporation o{.Kenya (NOCK

300,32?.197.00 625.202,0t7.50

300,322,197.00 625,202,017.50

ll
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6. llelatetl party balances (continuerl)

Rclatcd parties transactions

'tr

t

I
7' :l',

I'ranstbr ro NOCK 2s0.000.000 I 10.000.000
Transfer to state Depafinrent of Petroleum

T

(Development Account)

Transfer 1o state Department of Petr.oleunr
(Recunent Account)

'l'otnl

1 ,071,677 .gO3 886,7q7.992.50

1,600,000,000

2,921,677,903 996,7971992,50

t2
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r. ir!,1111,ilffi?:y;fu3ji[?]T r,EVy r:uND rrNANcrAr. s r.n,nrMIjN r s r oR 1,rrr;

SI'AI'E DEPAR'I'MIINT r.OR PIX'I'R.OI,E UM
I'RIAL BALANCE AS A,I,301.H.ItJNI,l zozt

ll'

fiom the National Treas

franslbr to state Department of petroleum
(f)eyel-opment_Ac.count). 

.'fransl'er to staie Oepartilent ol.petroicum
(ltccurrent Account)

'I'OTAI,

3.222,000,000

I ,07 t.677 .90:i

i,ooo,ttoo.otttt

2!Q-?0110,0-00

300,322,197

__._""!.*2],-q.0.gqgg u??,qQqqqg_

'l'ransli:r to NOCK

.t
a
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