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T Supplies Branch Stores and Services Fund

(a) Background information

Supplies Brrnch is one of the Department turder the state Deparfinent of Public Works and it is located in tlre Industrial area along
Likoni Road. [t occupies an area of approxinately 20 acres owned bv the Ministrv of Lands, Housing & Urban Development.
Within its compound, the following Govemment Agencies are acconmpdated: - the Kenya National Exarninations Coucil (IOJEC), the
Independent Electoral and Boundaries Commission (IEBC), the Kenya Police Cenrral Engeneenng Workshop, the Central Kenya

Police Service kmory, the Kenya Amorous School. The Ministr,v of Foreign Affairs Warehouse, the Ministry of Education Warehouse,
the Ministry of Finance - Pensions Departrnent, Ministr,'Iaterior and Co+rdination - Immigration Department and some staffaccomodation.
In addition. the Departnent also runs the Government PeFol Station situated along Machakos Roa{ Industrial Area.

Supplies Branch has seven Regional depots namely Mombasa, Kisumu, Nak-uru, Nyeri, Kakamegg Embu, and Garissa and four sub-depots
in Kisii, Bungomq Voi, and Murang'a.

Supplies Brarch was established by the Colonial Govemment vide treasw1'Circular Ref. No. 12/57102of lgth January, 1960 with a capital
firnd of K$ 750,000 (tish. 15 million). The main objective was to procure common user items (for the Govemment) in bulk to realize thi benefits
of economies of scale. which is true as of todav.

Treasury Cfuular Ref. No. CFN. 12l18/01 OF 9th Ma-v-, l96l accorded Supplies Branch the role of investigations of prices, the quality and
source ofitems.

I Treasu4'Circular No. BFN. 12118/01 OF lgth January. l97l and Ref AFN 226l02l}75of 30th Ma-v, 1974 highlighted the problem of
t spliaing of qders to avoid approvals by the Tender Committees

I fJ:ilH:;T;".*, 
of the District focused Regional Development, subsequent liberation and conflict of interest altered the monopoly of

This resulted in overstocking and week stock control systems, frequent stock ou! dead stocks, poor storage, damages, pilferages, debts and
shortcomings.

Supplies Branch as a departrnent has been operating under various Ministries, at its creation it was in the Ministry of Public Works, then later
moved to the Ministry Of Finance. then to the Oflice of the President and back to Ministry of Works and Housing in the mid 1970,s and
currently in dre Ministry Of Lands. Housing & Urban Developmenl.

YISION
To procure best qualiry'common user items/sen'ices at competitive market prices within the Coun6

MISSION
To ensure that the Govemment realizes savings in the procurement of common- user items/services both effectively
and efficientf,'through bulk purchasing. hence realizing the economies ofscale.

ll

2. KEY STORES AND SERVICES FUND INFORMATION AIYD MANAGEMENT

I
I

T

T

I
T

I
T



t
I

I
T

T

I
I



Supplies Branch Stores and Services Fund

THE MANDATE

l) To ensure that the Government realizes savings in the procurement of common-user items u,hich are neded by its Ministries/Departnents,
Governrneirt Instihrtions/Parastatals md County Governments through bulk prnchasing.

2) Sourcing of Quantiry'and Term Contracts.
3) Storageof fumitrrre for VIP and state fimctions.
4) Sourcing and suppty of fuel to Govemment Ministries/Departments and Institutions.

Supplies Branch is headed by the Offrcer-in-charge at the lwel of the Senior Deputy Secraary. The Department has three divisons; procurement
which is headed by a Principal Supply Chain Management Officer amd Accomts headed by a Chief Accountant and the Administration headed
by a Senior Assistant Secretary.

(b) Principl Activities/IVlission
To ensure that the Govemment realizes savings in the procurement of common-user items/sen'ices both effectively and efliciently through bulk
purchasing, hence realizing the economies ofscale.

(c) Fiduciary Management
The key maagernent personnel who held office during the financial yea ended 30th june 2016 and who had direct fiduciarl,responsibility were:

No.
l.

D'esignation
Principal Secretary

Officer-In-
Charge Supplies

Branch

Director of Administration Mike Kimoko

Head of accounting unit Michael O. Ngolo

Name
Prof. Arch. Paul Mwangi Meringa. (PN))

Evans Keronche2

3

4

(d) Headquarters

P.O Box 30071 - 00100

Supplies Branch -Likoni

Industrial Area

Nairobi, kenya
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City

GOP

Nairobi"

G)

Ths

Statc lEw

Ilarambee

P.O Bo,( t2

City

Nairobi"

Stores and Services Fund

(e)

C€ntrd ofKcrya

Haile Avenue

P.OBo:(

00200

NEirobi,

(f) Auditors

Atdittr

Kerya Audit Ofrice

towenq University Wey

P.O Box

Iegel Adviscr

Cr€n€ral

00200
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Supplies Stores end Servicec Fund

2, OF TIIE ACCOT'NTING OtrTICER

Th€ Offccr submit their rEpot toge6€r witr the auditcd Fmrrcial statemcnts fo the yeu ended Jrme 30, 2016 which show thc
stale of Stscs ed Services Fund's affairs.

principd

Thc activities of tbc stses md Servicc Frmd arc to en*urc ttat &e crovesmeat rcalires savitrS in Sc prooremelrt of comsr-user
itcmd bo} effectivcly aod cfficie,rtly tgfuogh bulk purchasing hcnce realiziqg the ecooomies of scale.

Rcsults

Th€ the Stores and Service Fund fu the year ended Jrre 30, 2018 ue s€t out on psge. to...

Auditors

The Ctsrcral is responsible for the statutory audit of thr Storcs ad Scrvices Fund in accordarrcc with th€ Section.. . .. Of the pubtic
Finmce GfM) Act, 2012, wtrich empowers the Auditq Gwal to nsmrinate odrer audilcrs to carry out the audit on his bchalf.

officer

Nrirobi

DEIe

v
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Supplies Branch Stores and Services Fund

3. STATEMENT OF ACCOT]NTING OTTICER RESPONSIBILITIES

Section 8l of the Public Fhl"T Managunent Ac! 2-0l2,requr^e the Accomting OIficer to prepare financial statements in respect of
the Stores rnd Services Fund, which give a true and fair viewof the state of afIals of tne Storei and Services Fund at the end of the iurancial
ye.arlp:nqd and the.operating results of the Stores and Services Frgd fcr {ra! fearlperiod. The Accounting officers are aso riqUrea io *r*"

that the Stores and Services Fund keeps proper accounting records which diicbsd with reasonabl. u".u.-acy tL financial posiiir" 
"itliStores and Services Fund. The accountingOfficers are also responsible for safeguarding the assets ofthe Storesand Services F'nd.

The Accorurtrn$ pffiryr9 are responsible for tle p^reparatiol3nd presantation of the Stores and Services p',nd financial statements, which give
a true and fair view of the state of affairs of the Stores and Serrices Fund for and as at the end of the finsrcial year (period) *ad oo j*.
30, 2016. This responsibilit-v includes.: (i) maintaining adequate frnancial management arrangements and ensuriig thii tfr.#*rii"ri to U.
effective thoughout the reporting p€ri@ (ii) maintaining froper accormting reduOs_efectiui throughout tne refrning penod;1i9 .ai"tainrg
proper acounting records which disclose with reasonable ac{uracy $ ary iimete financial posrtioi of the entity; (iiij iteslgnin:g, rmplemend;g

a1d mainu{$g .intemal conhols rylur,gt to the prepaatigl md i1n pni.sentation of the fidncial stat€orents, ,i.i 
"r,i "*e"maitlr"y'; 

4." '
fiom material misstatements, whsther due to erroi of fraud; (iv) sofegirarding the assets of the stores ana Sen'icss f*a; til J*tirig *a
applylng appropriate accotmting policies: and (vi) making accotmtinfestimales that are reasonable in ttre circumstances.

the Accounting Qfficer accept responsibility for the Stores and Services Fund financial statements, which have been prepared using appropriate
1.co$qg.P..!9ies sup. ported by reasonable and prudent judgements-m{ esu4ates, in conformity wrth Internationaf f;ia".iut iGiffig
Standards (IFRS), qnd in the_mannaer rogrlired bythe pfM ,{ct and the State Corporations ect. ihe accountrng of*. *. oitn" 6urr",
that the Stores and Services Fund financiil statements grve a que aord fair view of the state of Stores and Serviies funA transactionld a*i"g
the financial year ended june 30, 20 I 6, and of the Stores and Services Fund frnancial position as at that date. The Directors further confirm

the completenes_of t!1" accounting-records maintained for the Stores and Services Fund, wtrich have been relied gpon in ttre p..g-.i"" 
"f 

*r.
Stores and Services Fund financial statements as well as the adequanc-v ofthe systems ofinternal furancial corrtrol.

Nofhinghas come to the attention of the accounting offrcer to indicate that the stores and Services frrnd will not remain a going concern for
at least the next twelve months from the date of this staternent.

Approval of the financial statements
The stores and Services Frmd financial stat€xnents w'ere approved by the Accomting Officer on 20 I 8 and signed on

its behalf bv:

Accounting Head of Accounting Unit
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OFFICE OF THE AUDITOR-GENERAL

PORT OF THE AUDITOR-GENERAL ON STORES AND SERVICES FUND FOR THE
R ENDED 30 JUNE 2018 - STATE DEPARTMENT OF PUBLIC WORKS

PORT ON THE FINANCIAL STATEMENTS

mer of Opinion

audited the accompanying financial statements of Stores and Services Fund set out
pages I 1o12, which comprise the statement of financial position as at 30 June 2018, and

statement of financial performance, the statement of changes in net assets and
nt of cash flows for the year then ended, and a summary of significant accounting

licies and other explanatory information in accordance with the provisions of Article 229
the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.

I

lldo not express an opinion on the accompanying financial statements. Because of the
sfgnificance of the matters described in the Basis for Disclaimer of Opinion section of my
rdport, I have not been able to obtain sufficient appropriate audit evidence to provide a basis
fdr an audit opinion on these financial statements.

dasis for Disclaimer of Opinion
i

1 Lack of Budget, Ledgers and Trial Balance

ring the year ended 30 June 2018, Management did not avail an approved budget,
and the Trial Balance for Stores and Service Fund

the circumstances, it was not possible to confirm the accuracy and correctness of the
nue from sale of goods amounting to Kshs.7,211,800 and the expenses totaling to

hs.6,696,330 reflected in the statement of financial performance for the year ended
June 201 8.

Bulky Purchase of Stores and Fuel

bulky purchase of stores and fuel expenditure of Kshs.6,696,330 as reflected in the
ment of financial performance is at variance with the supporting schedules and payment

chers balance of Kshs.74,724,385 resulting to unexplained difference of
hs.68,028,055. The expenditure is therefore understated by the same amount

1

lnventories

Unaccounted for Stocks

inventory balance of Kshs.130,736,547 as at June 2018 as per the statement of
al position is at variance with the lnventory stock sheets balance of Kshs.515,470

ulting to unexplained difference of kshs.1 30,221 ,O77

the Auditor-Generul on the Finunc lutements ore,s

orks fitt' thc vear enclecl 30.lune 2018

Prcmoting Accountability in the Public Sector

s Funtl - Stute Depurtment of'Public



ln the circumstance, it was not possible to ascertain the correctness and accuracy of the
lnventory balance of Kshs.130,736,547 as at 30 June, 2018.

3.2 Stocks Transferred to Regional Offices

The Fund transferred stock worth Kshs.S,138,117 to Regional Offices (Kisumu
Kshs.3,162,689 and Kisii Kshs.1,975,428) during the year under audit. There were no
returns from these Regions to confirm whether the said stocks were received and taken on
charge and accounted for.

4.0 Cash and Bank Balances

4.1 Cash in Transit

The cash and bank balance of Kshs,6,U7,026 as at 30 June 2018 include Kshs.377,860
referred to as cash transit which has been outstanding since 201612017 and no further
details were provided.

4.2 Lack of Bank Reconciliation Statements

The cash and bank balance of Kshs.6,U7,025 as at 30 June 2018 was not supported with
a bank reconciliation statement. Management did not prepare bank reconciliation
statements as required under Public Finance Management Act of 2012. lt was therefore not
possible to ascertain the completeness and accuracy of cash and bank balance of
Kshs.6,847 ,025 as at 30 June 2018.

5.0 Receivables from Exchange Transactions

5.1 Long Outstanding Receivables

The receivables from exchange transactions balance of Kshs.1 ,232,261as at 30 June 2018
include receivables which have been outstanding for over one year and whose recoverability
is doubtful. Management has not made any provision for doubtfu! debts. Further,
management did not provide receivables age analysis.

6.0 Sale of Goods and Services

The sale of goods and services received during the year amounted to Kshs.7,211,800 as
comparedtoKshs.113,247,541 inthepreviousyear201612017 representing94o/o reduction.
Management has not provided evidence of any efforts being made to reverse the trend in
future and sustain its services.

Key Audit Matters
Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financia! statements. There were no Key Audit Matters to
communicate in my report.

Report of the Auditor-General on the Financial Statements of Slores and Services Fund - State Department of Public
ll/orks fitr the year ended 30 June 20 I I
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Other Matters

Unresolved Previous Audit Matters

1.0 Presentation of Financial Statements

Examination of the Fund's financial statements for the year ende{s.o..lu1e 2017 revealed

instances of noncompriance with the ieporting temprate jssued by pubric sector Accounting

Standards Board (IPSAB) as outlined below;

1.1 Unsigned Pages in the Financial Statements

The statements berow were not signed by the Fund's management as required in the

Report d'the Auditor- General on the Financial Statements of

template
i. Statement of financial performance

ii. Statement of changed in net assets

iii. Statement of cash flows

',.2 Missing Financial Statements Header

The financiar statements as presented did not indicate the name of the Fund and the

reporting period on top of each page as required in the template issued by the Board'

1.3 Wrong Description of Net Operating Results

The statement of financial performance showed the net operating result as a "Deficit for the

period,,. This desciiftion was not spaceo and was arso incorrect as the operations of the

Fund resulted into net surPlus'

1.4 Missing Disclosure Notes on Bulk Purchase of stores and Fuel

The statement of financiar performance showed expenditure_ item described as bulk

purchase of stores and fuer *itn a natance of Kshs.96,461,g50. This item was not properly

spaced and atso lr"xi a supportin! oisctosure note as required by lnternational Public

Sector Accounting Standard (IPSAS) 1'

l.SMissingstatementofComparisonofBudgetandActualAmount

TemplateissuedbyPublicsectorAccountingstandardsBoard(IPSAB)requirethat
financiar statement, to h"r" statement of complrison budget and actual amount which is

arso a requiremenlrno", paragraph ii of rnternationar pubric sector Accounting standards

(tpsAS). rt was nowever bn."*"d tnat tne Funds financiar statements as presented did not

have this statement and did not comply with the Board's reporting standards'

2.0 lnaccuracies in the Financial Statements

A review of the Fund,s financial statements for the year ended 30 June 2017 revealed

several misstatements as outlined below:

3

Worlcs./itr the Year ended 30 June 20 1 I
Stores and Services Fund - State Department of Public



2.1 Errors in Comparatives

A review of the comparatives balances in the financial statements showed differences withthe audited balances for the year ended 30 June 2016 as follows:

The above differences were not reconcired or exprained.
3.0 Statement of Financial performance

A review of the statement of financial performance for the year ended 30 June 2017 revealedseveral discrepancies as ouflined below:

3.1 Undisclosed Fund Operating Expenditure

The statement of financial performance showed sales of goods and services amount ofKshs' 100'047,544 and expenditure on Bulk Purchase of sto[s and fuel oi xrn..go,461,B5Oand a resultant surplus from operations of Kshs.3,585,6g4. lt was however noted that thestatement did not disclose costs related to operations of the Fund such as staff costs,utilities, motor vehicle running expenses and office running expenses. Conr"qr"n1y, thestatement of financial performance does not reflect the correct position on results of theoperations of the Fund.

3.3 Sales of Goods
The statement also showed amount of Kshs. 100,047,s44 as receipts from sale of goodswhich was not analyzed and did not have supportinf documents. lt was therefore not

Report of the Auditor-General on the Financial ,\lulements rl ,stores antl

Descri

2016t17
(Comparatives)

Kshs.

2015t16
(Audited)

Kshs.
Variance

Kshs.

73,273 198 96,639 911.34 3 366,712.63

Bulk purchase of stores &
fuel

68,260,372 120,017,323.45 (51,756,951.45)

Deficit for the riod 5,012 826.71 23,377 412.11 28,390 238.82Current Assets

948,1 91
Cash and uivalents 147,892,435 155,940 626
Receivables 65,437,436 65 320,1 96 117 40lnventories 131,979 858 130,121 1,758 602current Liabilities
P ES 76 302,909 52,994,135 23 308,774
P t in Advance
Non-Current Liabiliti ES

151,928,903.39 149,591,532 2,337,371

Borrow 844,003 844 247 553Financi
Accumulated su lus 001,254 816,292, 1 719,04

l4/orkt /or the v'ear endecl 30.lune 201 8

4
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possible to confirm the accuracy and completeness of sales of goods amount of

ksns.1OO,O47,544 tor the year ended 30 June 2017 '

9.4 Butk Purchases of Stores and Fuel

The statement further showed an amount of Kshs.96,461,850 for bulk purchase of stores

and fuel. However, a schedule given in support of this amount did not show details of the

payees and the daie of paymenis. Further, management did not avail payment vouchers

,nd th" supporting procurement records for audit verification. ln the circumstances the

propriety, coirectn6ss and accuracy of the amount for bulk purchase of store and fuel in the

financial statements could not be confirmed.

4.0 Statement of Financial Position

Examination of balances in the statement of financial position revealed the following

discrepancies:

4.1 Receivables

The statement reflected receivables from exchange transactions balance of

Kshs.65,437,436which was not analyzed. Further, management did not avail a receivables

ledger or correspondences with the said debtors for audit verification. lt was therefore not

poJsibte to confirm the accuracy of receivables balance reflected in the financial statements.

4.2Trade and Other PaYables

The statement of financial position also showed a balance of Kshs.97,278,342 in respect of

trade and other payables. Management provided two schedules in support of this of

Kshs.7g,5g5,301 ,ni Krn..t 7,54g,g72for stores and fuel respectively. The combined total

from these tow schedules was Kshs.97,1 45,273 which differed from amount in the statement

iuor" by Kshs.133,069. Further, the two schedules did not have aging analysis and the

creditors ledger was not availed for audit verification. lt was therefore not possible to

confirm the accuracy and correctness of the Trade and Other Payables balance as at

30 June 2017.

4.3 Payment Received in Advance

The statement of financial position also had a balance of Kshs.65,051,145 for payments

received in advance which was not analyzed. The accuracy of this amount could therefore

not be confirmed.

4.4 lnventories - Kshs.l37,830,312

The statement further shows a balance of Kshs.137,830,312 for inventories. A schedule

prwided in support of this amount only showed a t^reakdown by station with a total of

kshs.105,785,6i7.77 resulting to a variance of Kshs.32,044,694. Further, management did

not avail a stock taking report or stock sheets in support of inventories balance. ln the

Report {'the Auditor-(ieneral on the Financial Statements

llorks .fbr the yeur ended 30 June 201 u

5
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circumstances, the accuracy of inventories balance in the financial statements could not be
confirmed.

4.5 Borrowings

The statement of financial position also reflected a borrowings balance of Kshs.844,003,g00.
However, the document availed in support of this amount is a letter from Central Bank dated
8 September, 2008 showing write off of overdrawn Fund's Bank account balances of
Kshs.560,408,645.95. The amount in this supporting document differed from the financial
statements balance of Kshs.844,003,800 by Kshs.283,595,154 which was not explained. lt
was also noted that the description given to this balance is incorrect as overdraft write-off is
a funding since it amounts to settling a liability without a requirement for the Fund to repay
this amount.

4.6 Cash and Cash Equivalents

The statement also showed a cash and cash equivalents balance of Kshs.79,625,351
representing a bank balance of Kshs.79,326,058 and cash in hand balance of Kshs.2gg,2g4.
However, examination of the Fund's cash book and the supporting bank reconciliation
statements showed Bank balance of Kshs.81 ,319,219 as at 30 June 2017. Further, a cash
count certificate from the Board of Survey committee showed that the Fund had nil cash in
hand balance as at the close of the year. ln the circumstances, the accuracy and
correctness of cash and cash equivalents of Kshs.79,625,351 could not be confirmed.

5.0 Statement of Changes in Net Assets

A review of the statement of changes in net assets for the year ended 30 June 2017 revealed
the following errors:

o Balance brought fonruard as at 30 June 2016 description is not aligned to the
correspond i ng amounts.

' The statement also reflects a balance for accumulated 'surplus' brought fonrvard of
Kshs.(792,904,795) This description is incorrect as the above 'surplusiis in negative
meaning it is a deficit. Further, the audited financial statements for the year ended 30
June 2016 had accumulated balance carried down of (Kshs.816,282,207;. fne resultant
difference of (Kshs.23,377,412) was not reconciled.

6.0 Statement of Cash Flows

A review of the statement of cash flows for the year as se out in page 15 of the financial
statements revealed some misstatements as follows:

6.1 Receipts

The statement showed receipts from sale of goods balance of Kshs.12,4g7,4O3 which
differed from the statement of financial performance balance of Kshs. 1O0,047,544 resulting
to unexplained variance of Kshs .87,550,141.

Report o/'the Auditor-General on the Finant
ll/orlcs./in' the year ended 30 ,lune 2018

iul Stutentents ty' Stores und Sarvit.a,r fttnd -,Stule Dcpurttnent ./ ptrhlit
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6.2 Payments

The statement reflected payment for goods and services as Kshs.80,764,486 while the

statement of financial performance has a balance of Kshs.96,461,850 on the same account.

The resultant difference of Kshs.15,697,364 was not explained.

6.3 Net Cash Flows from Operating Activities

The statement further reflected a balance of Kshs.68,267,083 as net cash flow from

operating activities which is supported by Note 7 in the financial statements. A review of the

above note revealed that cl.range in receivables in the year was shown as negative

Kshs.5,g50,453 while the statement of financial position shows that there was no change in

receivables balance from 2015/16. The balance for Net Cash flow from Operating Activities

amount was therefore incorrect.

Unresolved Prior Year Matters - lnaccuracies for the Year Ended 30 June 2016

1.0 lnaccuracies in the Financial Statements

The 201 512016 financial statements presented for audit review reflected the following

inaccuracies:

1.1 Cash and Cash Equivalent

Cash and Cash Equivalent balance brought forward amounts to Kshs.224,744,758 while the

prior year audited iinancial statements reflect a balance of Kshs.224,741,758 thus resulting

io un-reconciled or unexplained variance of Kshs.3,000'

1.2 lnventories

The prior year's inventories balance reflected in the financial statements amounted to

Kshs.130,g35,Sg3 while the audited closing balance was Kshs.128,342,508 thus resulting

to a variance of Kshs.2,593,074 which has not been explained.

1.3 Sales of Goods

The prior year's balance for sale of goods amounts to- Kshs.32 ,321,404 while the audited

balance for the account in the year 201412015 was Kshs.252,482,244.98- The resultant

difference of Kshs.220,160,841 has not been explained, ln addition, the statement of

financial performance reflects sale of goods balance of Kshs.96,639,911 as at 30 June 2016

while the statement of cash flows reilects Kshs.90,893,143 thus resulting to unexplained

variance of Kshs.5,7 46,769.

1.4 Borrowings
The statement of financial position reflects prior year borrowings totaling t9
Kshs.g44,003,247 while the audited statement of financial position as at 30 June 2016

reflects a balance of Kshs.844,003,247 under the Paymaster General (PMG) Account. lt is

not clear and the management has not explained the correlation of the tow creditors. ln

addition, supporting documentation was not presented for audit review'

Report o/'the Auditor-General on lhe Financial Statements

Ilorks.for lhe year ended 30 June 2018
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1.5 Bulk Purchases of Stores

The statement of financial performance for the year ended 30 June 2016 reflect payment for
bulk purchases of stores and fuel of Kshs.120,017,323 while the statement of cash flows
reflects a balance of Kshs.76,186,588. The resultant difference of Kshs.43,830,735 has not
been explained or reconciled.

ln the circumstances, the validity and accuracy of the financial statements for the year ended
30 June 2016 could not be ascertained.

2.0 Bulk Purchase of Stores and Fuet

Note 8.4 to the financial statements indicate bulk purchases of stores and fuel of
Kshs.82,1 35,91 3 and Kshs.37,881 ,410 respectively. However, schedules provided for audit
review reflected balances of Kshs.83,572,057 and Kshs.36,445,266 for stores and fuel
resulting to difference of Kshs.1,436,143 and Kshs.1,436,144 respectively which however,
have not been explained. Further, supporting schedules for purchase of fuel worth
Kshs.36,445,226 indicate that the purchase was done in 2O14 and iherefore does not relate
to the year under review. Management has not explained the anomaly. ln addition,
purchases of fuel during the year amounting to Kshs.13,508,501 was excluded from these
financial statements.

Under the circumstances, it has not been possible to confirm the accuracy of bulky
purchases of stores and fuel balance of Kshs.120,017,323 reflected in the financijl
statements for the year ended 30 June 2016.

3.0 Cash and Cash Flow Equivatents

The following anomalies were noted in relation to cash and cash equivalents of
Kshs.155,840,626 included in the statement of financial position as at 30 June 2016:

3.1 The cash and cash equivalent balance of Kshs.155,840,626 reflected in the statement of
financial position is at variance with the cashbook balance of Kshs.212,gg3 resulting to
unexplained variance of Kshs. 1 55,627,633.

3.2 Further, no evidence was presented for audit review to confirm that the Fund appointed
a Board of Survey at the end of the financial year to verify the actual cash balance of
Kshs.117,613 reflected in Note 8.5 (b) to the financiar statements.

3.3 The bank reconciliation statement presented for audit review reflected receipts in the
bank statement and not in the cashbook of Kshs.90,786 and receipts in the cashbook
and not in the bank statement of Kshs.499,641. ln addition, Kshs.5,387,452 described
in the bank reconciliation statement as a cashbook under cast could not be confirmed.

ln the circumstances, the validity and accuracy of cash and cash equivalent balance of
Kshs.155,840,626 as at 30 June 2016 cannot be confirmed.

Reytrl of thc Attditor-Generul on
Itorks ,/itr" I he ;,eur ended 30 .lunc

lhe Finunc'ial Stulcmcnls of Stttres urul Sarvic'c.s l.irutl - Stute I)epurlnrt'nt of'I,trhliL'
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4.0Trade and Other PaYables

Trade and other payables from exchange transactions balance reflected in the statement of

financialposition'aiat 30 June 2016 wai Kshs.52,994,135. However, supporting schedules

reflect a balance of Kshs.51,g15,535 thus resulting to a variance of Kshs.1,078,600 which

has not been explained or reconciled. Further, records available indicate that other unpaid

purchases totaling to Kshs.52,28O,9OO were excluded from the trade and other payables

balance of Kshs.b2,gg4,135 but no reason was given for their omission. Under the

circumstances the tiade and other payables from the exchange transactions balance of

Kshs.S2,gg4,135 included in the staiement of financial position as at 30 June 2016 could

not be confirmed.

5.0 lnventories

The statement of financial position as at 30 June 2016 reflect inventories totaling to

Kshs.1 30,1 21 ,256. However, the balance COuld not be confirmed since stock sheets for the

year were not presented for audit review. Further, the Fund did not hold a stock taking

exercise at the end of the financial year as required. Consequently, the accuracy and validity

of the inventories balance of Ksns.t 30,121,256 reflected in the statement of financial

position as at 30 June 2016 cannot be confirmed'

6.0 Payment Received in Advance

The statement of financial position as at 30 June 2016 reflects payments received advance

totaling to Kshs.14g,5g1,5d2. However, the dates when the payments were received by the

StoreJand Services Fund were not presented for audit review. Further, the bank statements

were not provided to confirm whether they were indeed received. Under the circumstances'

the balance of Kshs.14g,5g1,532 denoted as payments received in advance as at

30 June 2016 cannot be confirmed.

7.0 Sale of Goods

The statement of financial performance for the year ended 30 June 2016 reflects a balance

of Kshs.g6,63g,g11.34 while the supporting schedules presented for at'dit review reflected

a balance of Kshs.10o,274,267 thus'resulting to a difference of Kshs.3,634,356 which has

not been explained. ln addition, the Fund did not maintain a sales ledger and therefore the

source of the sales data could not be confirmed for the year ended 30 June 2016'

8.0 Missing ReceiPt Books

The statement of financial performance reflects total revenue of Kshs.96,639,911' However,

receipt numbers MR 6654401 to 6654450 dated September 2015 to March 2016 and receipt

numbers 6654351 to 6654400 dated April 2016 were not availed for audit review. Further,

the management has not explained whether revenue collected from May to June 2016 was

receipted using official receipts. ln the circumstances, the total revenue balance of

Kshs.g6,63g,gi1 included in the statement of financial performance for the year ended

30 June 2016 could not be confirmed.

Report o/'the Auditor'Generul on the Financial Statemenls of' Stores
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC MONEY
Conclusion

I do not express a conclusion on the lavrrfulness and effectiveness I the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance of
the matters described in the Basis for Disclaimer of Opinion section of my repoit, I have not
been able to obtain sufficient appropriate audit evidence to provide a 

-basis 
for my audit

conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

I do not express a conclusion on the effectiveness of internal controls, risk management and
Governance as required by section 7(1) (a) of the PublicAuditAct,20l5. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a basis
for my audit conclusion.

Responsibilities of Management and Those charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal control as management detJrmines is necessary
to enable the preparation of financial statements that are fiee from material misstatemen[,
whether due to fraud or error and for its assessment of the effectiveness of internal control.
ln preparing the financial statements, management is responsible for assessing the Fund's
ability to continue as a going concern/ sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless the
management either intends to liquidate the or to cease operations, or have no realistic
alternative but to do so.

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 statementJare incompliance
with the authorities which govern them, and that public money is applied in an effective
manner.

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

Reporl o/.the Auditor-Gencral on the Finunt'iul Slutenrent,s
ll/orks.for the vcut' cntled 30 .lune 20tt
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Aud itor-General's Responsibi lities for the Aud it

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 ,n 
"rditor's 

report that includes my opinion in accordance with the provisions

of section 4g 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

noi 
" 

guarantee that an audit conducted in accordance with lSSAls will always detect a

material misstatement and weakness when it exists. Misstatements can arise from fraud or

error and are considered material if, individually or in the aggregate, they could reasonably

be expected to influence the economic decisions of users taken on the basis of these

financial statements.

ln addition to the audit of the financial statements, a compliance review is planned and

performed to express a conclusion with limited assurance as to whether, in all material

iespects, the activities, financial transactions and information reflected in the financial

statements are in compliance with the authorities that govern them in ac.cordance with the

prori.ion, of Article 229(6) of the constitution and submit the audit report in compliance with

nrtl.t" 229(7) of the constitution. The nature, timing and extent of the compliance work is

limited compared to that designed to express an opinion with reasonable assurance on the

financial statements.

Further, in planning and performing the audit of the financial statements and review of

compliance, I consiler 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 Seciion 7(1)(a) oi tne P_ublic Audit Act, 2015 and submit the audit

refort in compliance with Article 229(7) of the Constitution. My consideration of the internal

controlwould not necessarily disclose itt matters in the internalcontrolthat 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

witrin 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 noncompliance. Also, projections of any evaluation.of effectiveness to

future periods are subjeci to tn" risk that Lontrols may become inadequate because of

.nrng", in conditions, or that the degree of compliance with the policies and procedures

may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement

and maintain professional skepticism throughout the audit' I also:

o ldentify and assess the risks of material misstatement of the financial statements,

whether due to fraud or error, design and perform audit procedures responsive to those

Report ol'the Auditor-(ieneral on the Financial Statements oJ'slores and Services

Works ./br the year ended 30 June 201 8
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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 coll-usion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

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 going concern basis
of accounting and, based on the audit evidence obtained, whether a mat6rial uncertainty
exists related to events or conditions that may cast significant doubt on the ability to
continue as a going concern or to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date of
my audit report. However, future events or conditions may cause the Fund to cease to
continue as a going concern or 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

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

o 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.

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

Nairobi

09 May 2019

Report tf thc Autlitor-Gcneral on the Finunc,ietl
lltorlcs.fitr the year ended J0.lune 20 I 8
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4. OT I'IIiIAII(XAL PERFOMANCE T1ORIEE YEAX, ENDED SOrE JUNE 2OrS

Nde!

froo ccLrryctrrnsff{iont

Salc 8.3

Totd

Bulk cf Stsrs & Frrl

Totrl

I{rt /Ilcficit forttc period

OfrfrM

$ Loruh, Housing ouil lfrfun Indrytat

8.4

mt6-?fr17

Krhr

100,047,543.t8

100,047i543"EE

96,461,850.00

e6/51rsr).00
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-upptl€s Branch Stores and Services Fund

s.STATEMENT OF FINANCIAL POSITION AS AT 3OTH JI]IYE 2OI8

Notes

Assels

Cash and cash equivalents
Receivables From Exchange Transactions
Susptce Account
Inventories

Total essets
8.7

Liabilties
Currcnt Liabilirties
Trade;and Other Pa,vables from exchangc transactio
Pal,rnonts received in advance

8.8

6,847,025.m
t.231J,61.fi5

55,834,t25.39
t37 11.55

6,696J3Om 97278,341.80
66375r'18.11 65,051.145.01
7J5?1S?t 11 162J29,,185.81

2E3,595,154.I0 8,14,003,800.00

tglJf5,332.:t 1.006333286.80

8.5

8.6

2frlv -2at8
Kshs

2016 - 2017

Kshs

79,625,351.30
65.437.435.69

Non - Current Liabitities
Bank overdraft ( CBK)

Totel liabilities

Capit{ Reserves

Reverrue Reserve

Total Equity

8.9

L20,9753m.2A
e83-491-443 02)

120,975,370.20
(8,14.415-558.98)

fi6Z.st5S72J2l 2E2.893.(D8.02

Total lirbilities end Equity

The dnancial statements on psgcs 2 were signed by the Principal Secrctery.

Principal Principal Account
Nemc: Prof. Arch. Peul Mwangi Maringa- (PhD. Name Miched Obiero Ngolo
CBS, Corp, Arch, MAAK MKIP ICPAK Member Number: 13(D3

6
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Brench Stores and Services Fund

OF CHANGES IN ITETASSETS FORTIIE YEARENDING3OTHJT]NE 2O1S

RESERVES

C-apitel Replacemcnt Accrmuleted Total
Developmeut Rescrve Surplus

Kshs IGhs Kshs

120,975,370.20 (7e2,n4,7e4.7e) (67L,929,424.59)

as et 30th June 2017 120-975370 (848.001252.85)

/ Deficit fq the year 2017 3,s8s593.88 3,585,693.88
Pria Adjustncot

to /ftm accrmulated
asat30th June2017 12o973370.m @44/rs5s&e7) Q23,44O,1E/,,.77)

Deficit fo the yer 2018 51s,470.00

560.408.645.9s
515,470.00

550.408.645.95Prior Adjustmeot (bok overdra0 vritten otr)
es et30th June20lE 120s75370,fr r162516.W2A2l

The {iusma is mount of bmk overdraft witteo off By crcditing bmk accouuat wift 560,408,645.95. aad oedting
with tb sanle anxruil,IES€rVe
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Supplbs Branch Stores and Services Fund

7 STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 3OTH JI]NE 2OI8

T

Cesh flow from ooeratins activities
Receipts
Sale of Goods

hior yea Adjustrnent
Peyrnents

Goods and services

Other po,vmenls

(Incretse) / decreose in operuting ossdls
- Receivables
-Suspence A/c

(Increae) / decrease in operating assds
- Pa1'ables

- Creditors

7,2u,800.00 113,247,s4t.96
,185842579.00

(6.6%,330.00) (e6.63e.9t2.02)

(64,205,174.69)

55,834,826.39
2.s57,349.00

2017 -?fitE
Kshs

90,582,0r 1.E0

1,824,103.10

zot6 -2017
Kshs

20,978-035.00
(8s.899.99s.00)

Net Carh from operating activities 84.551J35.60 'r40.185597.94

Crsh flow from investing activities
Increase/ Decrease in inventories (7,W3,7@.55) (7,234,837.00)

Net Cash flow from investing activities (7.093.76455r (7234.837.N\

Net Caqh from finencins activities
- Net Irrrease/Decrease in cash and cah equil'alentr
- Borrowings (CBK overdraft ) (560,408,@6.00)

Net Cadr inllow from financing activity - (560,408,646.00)

Increasa in cash and cash equivalents for the yea Tt,4S7,4tLos (127,457,885.06)
Cash and cash equivalents as at lst JULY QAJ7l,Oll.7?l 97286,873.34
Cash and cash equivalents as at 30th JTJNE a7)gg4m:S (30,171,0iiJ2)

Sales anpunl in the cash flow relates to the amounts received during the financial year.

The amormts of the sale amounts are derived from the advance pEvment account from MDAS and relates to the financial vears

4
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Supplies Branch Stores and Services Fund

NOTES TO THE FINANCIAL STATEMENTS

8.1 Stdement of compliance and basis of preparation

The stcres and Services Fund financial statements have been prepared in accordance with and comply with international public Sector Accounting
(IPSAS). The financial stat€ments re prese,nted in Kenya shillings. which is the functional urd reporting of the fun4 This is the first year for the
presentation of the IPSAS accounting.

The finsncial statements have been prepared on the basis ofhistorical cost, unless stated otghenvise. The cash flow staternent is prepared using the
direct method The financial state,ments me prepared on accrual basis.

8.2 Summary of significant accounting policies

a) Revcnue from exchange transactions

Rendering ofservices

The Stses and Services Fund recopizes revenue from rendering of services by reference to the stage completion rvhen the outcome of the trasaction
can be estimated reliably.

Sale of goods

Revenuo from the sale ofgoods is recognized u'hen the sigrificanr risks and renards ofownership have been transferred to the bgyer, usually on delivt
ofthe goods and whsn revsnue can be measured reliably and it is probable that the economic benefits or service potential associated with the transactir
will flow to the department.

Inventories

Invenlory is measued at cost upon initial recopition. To the Exlent that inventorv rvas recived through non-exchange transactions (for no cost a nomir
cost), tho cost ofthe inventory is its fair value at the date ofacquisition.I
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Supplhs Branch Stores and Services Fund

Costs incured in bringing each product to its present location me accounted for. as follows:

O Raw matrrials: purchase cost using the weighed a!'erage cost metlrod

O Finished goods and work in progress: cost ofdirect materials and labor and a proportion ofmanufachring overheads based on the normal opariting
capacitr,, but excluding borrowing costs.

After initial recogriton. inventory is measured at the lower of cost and net realible value. However- to the extent that a class of inventory is
distributed or deployed at no charge or for a nominal charge, that class of invenlory is measured at the lower of cost and current replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the estimated costs of completion and the
estimated costs necesary to make the sale- exchange, or distribution.

Invenlories are recognized as an expense rvhen deployed for utilization or constmtption rn the ordinary cogrse of operations of the stores and Services
Fund.

h) Financial instruments
i) Finoncial assets

Initial recognition and measurenut
Financial assets within the scope of IPSAS 29 Financial Instrunrents: Recognition and Measureme,nt are classified as financial assets at fair value
through surplus or deficit, loans and receivables, held-to-maturit-v or available-for-sale financial assets, as appropriate. The stores and services fund
determines the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or deterninable pa,vments that are not quated in an active market. After intial
measurEment' such financial assets tre subsequently measured at anortized cost using tlre effective interest metlrod, less impairment. Amortized cost i
calculded by takrng into account any discount or premium on acquisition and fees or costs that are integral part ofthe effective interest rate. Losses
arising from irnpairment are recognized in the surplus or deficit.

ii) fin ancial liabilities
initial rccognition and meosurement
Financial liabilities within the scope of IPSAS 29 are classfied as furancial liabilitiss at fair value through surplus or deficit or loans and borrowings ar
appropriate. The Entity determines the classfication ofits financial liabilities at intial recognition.

All finarcial liabilities are recopized initially at fair value and, in the case of loans and borrowings, plus directly attributable transaction costs.

Contin gent liabilities
The Entity does not recognize a contigent liabilit-v. but discloses details ofany contingencies in the notes to the financial statements, unless the possibi
of an outflow of resources embod_ving economic benefits or sen'ice potential is remote.

T
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Supplbs Branch Stores and Services Fund

NaturC and purpose of reserves
The stores and services fund creates and maintains reserves in terms of specific requirements. Entiry to stale the reserves maintained and appropriate
policies adoptd.

Borrowing costs

Borrowing costs are capitalized against quali$,ing assets as part ofpropoerty. plant and equipment.
Such bonowing costs are capitalized over the period during which the asset is being acquired or constructed and borrowings have been incurred.
Capitalization ceases when construction of the asset is complete. Further borrowing costs re charged to the statement of financial perfomance.

Cash and esh equivalents
Cash and cash equivalents comprise on hand and cash al banlq short term deposits on the call and highly liquid inveshnents
with an original maturiqv of three mqrths or less, which are readly convertible to lnown amounts of cash and are subject to insignificant risk
of changes in value. Bank account balances include amounts held at the Central Bank of KEnya at the end of the financial year.

The stores and services fund recognizes the effects of changes in accounting policy retrospectively. The effects of changes
in accounting policy are applied prospectively ifretrospective application is impractical

Comprative figu"es
Where lecessary comparative figures for the previous financial year have been amended or reconfigured to conform to the required changes in
presentition

Signifioant judgements and sources of estimation uncertainty
The prepration of the sr.pplies brmch finmcial state,nrents in conformity u'ith IPSAS requires mmagement to make judgements, estimates and
assumptions that affect the reported amounts ofrevenues, expenses, assets and liabilities, and the disclosure ofcontigent liabilities, at the end ofthe
reporting period. However, tmctrtaint"v about these assurnptions and estimates could result in outcomes that require material adjustiment to the carryin
amount of the asset or liabiliq,affected in future periods.

State alljudgements, estimates and assumptions made.

I
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Brench Stores and Services Fund

E3 of Storcs & Frd

Storcs

2017 - 201E

Kshs
2016 -2017

Kshs

Sale

Sale

7,211,800.00

100,047,543.89

from thc sde ofgoods 72llafiLm rur.tt{75dr.E8

is rcmgniad vrhen cmo rser itEms ilE receivod b'y StfiEs amd Sen ices Fund m bdralf of MDA's md goods uc inspectcd md acccptcd
by and acceptarcc comnittce in tb preseoce of MDA rcspective and significan risktrusferrcd to thge buyer. Srryplies Branch

csnmissim of 0.0375 on the vah.re of invoice for all cmm user items and 50 cents fo fircI sold toMDA's.

83 purchares

Totd

2071 -2018
Kshs

2016 - 2017
Kshs

Fuel

6,696,330.00 96,461,850.00

6.696330-00 96.d6I450.00Totd purchases
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Nrmc

Totd

o)

Form

Brench Stores end Services Fund

ofth cesh end cash equivelcnts

Bankof Ke,nya

Currcncy

Kshs

on Hrnd and in trensit

cesh holding eg liquid ceshn M-pesa, Tangaze e.Lc

CBK I 95387

Totd

6.847.Irls-fi 79326.057.n

Bank Accout Nrmber

1000195387

2017 -2018
K$s

6,847,025.40

20t6 -2017
Kshs

79326,057.80

20fi -zntE
Krhs

6,847,025.00

2016 -2017
Kshs

79,326,057.90

299,293.50

5A47.025.m 79,6ai,sil.n
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8.6

Storeg

Total

8.7.

Othcr

Totd

Branch Stores end Serviccs Fund

from erchange treneactions

Rcceiveblcs

Fuel

Rcoeivebles

Rcccivables
Reccivablcs

held for resalc

2017 -201t
Kshs

20t6 - 2017
IGhs

t,232,26t.W 65,437,435.69

1232261.fi 6s437435.69

Non
Nm
Totd r232261.ffi 65,43743559

2017 -2018
rchs

2016 -2017
Kshs

130,736,547.00 137,830,311.55

130,7365{7.00 13783031155
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Brench Stores and Services Fund

E.E erd otber payebles fron exchenge transactions

received in advance
Totrl and Other Peyebler

E.9.

Bank ( - overdra$
Totel

this was with C€ntrat Bank takcn over by the National Treasury.

9.0. !ftcr the rrporting pcriod

Therc re material m-a{iusting wonts after the repoting date.

7357157E.11 162,3D49631

2017 -201E
Kshs

5,696,330.00

66,875248. r I

?,016 -20t7
Kshs

97,278,341.80

55,051.145.01

2017 - 2018
Kshs'0(X)

2016-2017
Kshs'fi)O

283,595.154.10 844-003.800.00
283595J54.10 844,003,Em.00
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Branch Stores and Services Fund

9.1 Parties

Sale of

ofFinance

Yox! Service

Uebilitiese.

Th

b.

Th€

9.2

The

docs rrct have ary c@tigmtliabilities in thc ),ear

figures have beco restEt€d due to adoptio of the IPSAS ffiu8l 6*6 terrplate.

figures

ON FOLLOW t]P OF AI.'DITOR RECOMITIENDATIONS

ts
focd to

tbc surmary o{issues raisd b}, tbp oCemal arditor,6st menagsrnent mmmeds rhrt werc
rcsolve thc varicnrs isstm as shswtr below with tlc u"ro"i666 ri'nc framc within whhich wc

providcd to the aditor. Wehave nminat
sxp€st th€ issues to be rcsolvod

t2




