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THE NATIONAL TREASURY

FINANCIAL STATEMENTS FOR VOTE 107

Basis for Qualified Opinion

1. Unaccounted for Fuel for Leased National Police Service Vehicles

The statement of receipts and payments for the year ended 30 June 2015
reflects an expenditure of Kshs.14,866,425,403.00 in respect of use of goods
and services. The amount of Kshs. 14,856,425,403.00 includes
Kshs.532,626,438.25 paid by the National Treasury for provision of fuel for
leased National Police Service vehicles.during the year under review. An audit
inspection carried out in eighteen (18) County Headquarters, however, revealed
various drscrepancies between the monthly fuel invoices and the volume of fuel
drawn as reflected in the motor vehicles record. As a result, fuel worth
Kshs.17,736,793.46 was not properly accounted for. Under the circumstances,
propriety of expenditure amounting to Kshs.17,736,793.46 incurred on provision
of fuel for the leased National Police Service vehicles in the eighteen counties
could not be confirmed.

2. Oifferences in Comparative Balances

The following comparative balances for 201312O14 reflected in the financial
statements for the year ended 30 June 2015 differ with the balances reflected in
the audited financial statements for the year 201312014 as follows:-

Item Comparative
Balance 201312014

Kshs.

2,107 .424.878.00

2.1 03,428.891 .00

285,191,951.00

5,008,424,880.00

992,787,861.00

Audited Balance
2013t20',t4

Kshs.
Difference

Kshs.

2,597,702,939.15 490,278,061.15Bank Balances

Advances to other
Ministries(MDAs)

Suspense Account

Net Cash Flow from
Operating Activities

Prior Year Adjustments

1 ,804,229.228.OA

94,113,532.15

5.008,427,880.00

299,199,663 00

191 .078418.85

3.000.00

992,787,861.00

No disclosure has been made in the notes to the financial statements regarding
re-statement of these prior period balances including the reasons for their re-
statement as required under lnternational Public Sector Accounting Standard No.
3 on "Accounting Policies. Changes in Accounting Estimates and Enors".



3. Un-Cleared Balances

The statement of financial position as at 30 June 2015 reflects outstanding
balances against various account items totalling Kshs.2,443,054,224.00 as
shown below:-

Particulars Amount
(Kshs.)

672,374.00
50,938,143.00

2.391.443.707 .00
2,443.0il224,40

District Suspense Accounts
Suspense Account
Advances to other Ministries
Total

No reasons have been provided for failure to clear the balances from the books
of account.

4. Pending Bills

Bills amounting to Kshs.632,331,850.00 relating lo 201412015 were not settled
during the year but were instead carried fonvard lo 201512016 financial year.
Failure to settle the bills in the year to which they relate adversely affects the
following year's provision to which they have to be charged.

5. Outstandinglmprests

The statement of financial position reflects outstanding imprests balance of
Kshs.3,250,777.00 which ought to have been recovered or accounted for on or
before 30 June 2015. No reasons have, however, been provided for failure to
surrender or account for the imprests.

6. Bank Reconciliation Statements

(i) Recurrent Account

The bank reconciliation statement for the National Treasury's recurrent account
No.1000181467 as at 30 June 2015 indicates that the cashbook balance is
Kshs.'13,836,202.25. This amount differs with the actual cashbook balance of
Kshs.9,937,240.55 by Kshs.3,898,961.70.

( ii) Development Account

The bank reconciliation statement for the development account No.10001816&
as at 30 June 2015 indicates a cashbook balance of Kshs.21,665,581.55 which
differs with the actual cashbook balance of Kshs.22,536,245.80 by
Kshs.870,664.25. The difference has not been reconciled.



RECURRENT REVENUE

Basis for Qualified Opinion

7. Balance Carried Forward

The statement of revenues and transfers reflects a balance carried fonrvard of
Kshs.2,995,232,114.70 which includes an amount of Kshs.2,668,125,971.50
brought forward ftom 201312014 and previous years. Although the National
Treasury has constituted a task force on clearance of old balances, a report
dated 29 September 2015 issued by the task force does not show the progress
made to analyze and clear the long outstanding balance carried fonivard from the
books of account. ln addition, no reason has been provided for farlure to remit to
the Exchequer Account a significant revenue balance of Kshs.2,995,232,114.70
as at 30 June 2015.

8. Arrears of Revenue

The financial statement reflects Arrears of Revenue due and uncollected as at 30
June 2015 of Kshs.194,951,716,541.16 compared to Kshs.1&,712,793,632 92
reported as at 30 June 2014. The amount of Kshs.194,951 .716,54'1.16 is made
up of arrears for PAYE and Other lncome Tax of Kshs.136,404,717,386.00,
arrears for VAT and Excise Taxes of Kshs.21,603,491 ,849.00, arrears for Loan
redemptions of Kshs.12,414,837 ,326.57 and arrears for loan interests of
Kshs.24,528,669,979.59. Besides failure to collect the arrears, the National
Treasury has not disclosed how it is addressing the persistent increase in arrears
of revenue.

DEVELOPMENT REVENUE

Unqualified Opinion

There were no material issues noted durang the audit of the financial statements.

NATIONAL EXCHEQUER ACCOUNT

Basis for Disclaimer of Opinion

Transfer of Proceeds from
Exchequer Account

the Sovereign Bond to the National

ln the Report for 201312014, it was indrcated that proceeds from the Sovereign Bond
of USD 1,999,052.872 97 out of the total amount of USD 2,000,000,000 00 were
received on 24 June 2014 and deposited into an offshore account, contrary to Article
206 of the Constitution of Kenya and Section 17 (2) of Public Finance Management
Act, 2012 which requires that all money raised or received by or on behalf of the
National Government be paid into the Consolidated Fund.

I
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It was furher reported that, out of the balance rn the offshore account of USD
1,999,052,872 97 as at 2 July 2014, an amount of USD 395,439,262.50
(Kshs 34,648,388,180 25) was on 3 July 2014 transfened to the Exchequer Account
to fund rnfrastructure projects but accounted tor n 201312014 financral year On the
same date of 3 July 2014 another amount ot USD 604,560,737 50
(Kshs 53,201,344,900 00) was wrthdrawn from the offshore account to fund the
repayment of a syndrcate loan

The annex to the Natronal Exchequer Account statement of recerpts and rssues for
the financial year ended 30 June 2015 show that the remarnrng balance in the
offshore account of USD 999,0'18,457 60 (Kshs 88,463,084,420 45) was on I
September 2014 transfened to a Soverergn Bond Deposits Account at the Central
Bank of Kenya. The annex further rndrc€tes that an addrlonal amount from external
borroung of USD 815,436,93200 (Kshs73,805,196,71530), berng net proceeds
from the tap sale, was also transferred on 17 Decembet 2014 lo the Soverergn Bond
Deposrts Account at the Central Bank of Kenya

Further, the financral statements reflect under Note 5 5 net proceeds from
commercral financrng (Soverergn/Euro Bond) totalhng Kshs 215,469,626,035 75 rn

the year 201412015 However, rnveshgatons rnto the recerpts, accounting and use
of funds related to the Soverergn/Euro Bond are stll on{orng and the accuracy of
the net proceeds of Kshs 215,469,626,035 75 is yet to be ascertarned.

CONTINGENCIES FUND

Unqualified Opinion

There were no matenal rssues noted during the audrt of the financral statements

GOVERNMENT CLEARING AGENCY FUND

Basis for Dicclaimer of Opinion

10. Unsupported Debtors and Creditors Balances

The statement of finanoal posrtron as at 30 June 2015 reflects balances of
Kshs300,931,776 15 and Kshs 52,973,896 80 under Accounts Recervables -
Debtors and Accounts Payables - Credrtors respechvely However, these
balances have not been supported wth verifiable records and documents
rncludrng debtors and credrtors regrsters specrfically The credrtors' balance has
not been supported wth contracts, Local Purchase/Servrce orders, rnvoices and
dehvery notes wth the result that accuracy, completeness and vahdrty of the
balance could not be ascertarned Further, the debtors balance of
Kshs 300,931,776 15 is net of a Clearance Account balance of
Kshs 654,000,000 00 whrch, has also not been supported wrth any verrfiable
documents maklng rt drfficult to ascertain what it represents
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11. Unsupported Fund and Paymastor General Balances

The stiatement of finanqal posrtron also reflects a brought forward Fund balance
of Kshs 2,147,492.05 and a Paymaster General (PMG) overdraft balance of
Kshs 245,810,387.30 whrch, as rn the prevtous rnstance, have not been
supported wth verifiable documents including a bank balance confirmatron
certrficate and a bank reconohation statement, wrth the result that accuracy and
vahdrty of the balances could not be confirmed.

PETROLEUM DEVELOPMENT LEVY FUNO

Basis for Adverse Opinion

12. Presentation and Disclosure of Financial Statements

The Petroleum Development Levy Fund financral statements prepared and
submrtted for audrt do not fully conform to the lntematronal Pubhc Sector
Accountng Standards (Cash Basrs) as prescnbed by the Pubhc Sector
Accountrng Stiandards Board The financral statements do not include a
statement of cash flows and a statement of comparative budget and actual
amounb.

13. Uncloarud Balance

The statement of financral postton as at 30 June 2015 reflects a balance of
Kshs 3,772,445,840 60 under Cash wrth P M G brought fonivard from 201312014
and prevrous years Although the Natronal Treasury has constituted a trask force
on clearance of old balances, a report dated 29 September 2015 rssued by the
task force does not show the progress made to analyze and clear this long
outstandrng balance from the books of account

14. Bank Balance

The statement of financral posttron as at 30 June 2015 also reflects a bank
balance of Kshs 1 ,365,012,262.60 while the Fund's cash book as at the same
date rndrcates an amount of Kshs 1 ,061 ,873,075 15 resulttng in an unexplained
and unreconcrled difference of Kshs 303,1 39, 187 45 Consequently, the valrdrty
and accuracy of the cash book balance of Kshs,1 ,061 ,873,O75 15 as at 30 June
2015 could not be ascertarned

5



RURAL ENTERPRISE FUND

Basis for Disclaimer of Opinion

15. Uncleared Balances

Followng the wndrng up of the Rural Enterprrse Fund through Legal Notice No
97 dated 29 June 2012, any amounts remarnrng rn the Rural Enterpflse Fund
were to be paid rnto the Consohdated Fund However, the Natronal Treasury has
not yet closed the Fund's books of account desprte the Legal Notice and has
contrnued to prepare and submrt the Fund's finanqal statements for audrt The
Fund's statements of financial posrhon as at 30 June 2015 presented for audrt
contnue to reflect a total amount of Kshs 397,908,774 30 under financtal assets
made up of balances of Kshs.394.,559,879 30, Kshs.1 ,951 ,920.60,
Kshs 108,83970, and Kshs 1,288,13470 agarnst Account Recervables-
Loanees, Cash wrth D C (Loans Repard), Cash wth D C (lnterest on Loans) and
Cash rn the D.C'S Mrscellaneous Deposrt Account, respechvely A report dated
June 2015 issued by the task force on windrng up of dormant funds does not
show the progress made to clear these balances and transfer the fund balance to
the Consohdated Fund.

16. Unresolved Matters in th6 Report fot 201312014

A revrew of the unsatrsfactory matters highhghted in the report tor 201312014
revealed that they remarned unresolved dunng the year 201412015 as follows

16.'t LoanBeneficiariee

The statement of assets and habrlrtres as at 30 June 2013 and 2014 reflected a
loan balance of Kshs 394,559,879 30, which included an amount of
Kshs 220,013,036 70 that had not been analyzed to show the names of
borrowers, amounts borrowed and amounts outstandrng Consequently, and rn
absence of the analysrs, the completeness and correctness of the balance of
Kshs 394,559,879 30 as at 30 June 2013 and 2014 could not be ascertarned
Further, no rnterest on the loans outstandrng as at 30 June 2013 and 2014 was
accrued rn the accounts

16.2 Unbanked Caih

The statement also reflected unbanked cash balances totahng
Kshs 3,348,895 00, brought forward from 201212013 and earler years Accordtng
to information avarlable the total amount comprrsed Kshs 1,951,920 60
representing cash with DC(Loans Repard), Kshs.108,839 70 Cash wrth DC
(lnterest on Loans), and Kshs.1,288,134.70 relating to Cash rn the DC'S
Mrscellaneous Deposrt Account Further, there was no evrdence to confirm actual
exrstence of the amount of Kshs 3,38,895 00 at the DC's Office

ln additon, the figure of Kshs 1,951,920 60 under DC (Loans Repard) included
advances amountlng to Kshs 2O7 ,344 25 rn form of lOUs rssued rn 1997/1998

6



from the Fund to five officers workrng at the DC's Office, Kisumu. The lOUs had
not, however, been sunendered as at 30 June 2015

16.3 Unreconciled Balance

The statement of assets and lrabihtres for deposrts 07 as at 30 June 2013
reflec{ed a debrt balance of Kshs 1,828,387 65 in respect of the Fund, whrle the
Fund Accounts for the same year showed a figure of Kshs 397,908,774 30
agarnst the rtem The srgnrficant difference of Kshs 396,080,386 65 between the
two sets of records has not been reconcrled or explatned.

THE TREASURY MAIN CLEARANCE FUND

Basis for Adverse Opinion

17. Presentation and Disclosure of Financial Statements

The Treasury Main Clearance Fund's finanoal statements prepared and
submitted for audrt do not fully conform to the lnternattonal Pubhc Sector
Accountng Standards (Cash Basrs) as prescnbed by the Pubhc Sector
Accountrng Standards Board The financral stratements submrned do not tnclude
a statement of cash flows.

18. Accounts Receivables- Debtore

The Treasury Marn Clearance Fund statement of financtal posaton as at 30 June
2015 reflects an accounts receivables' balance of Kshs 12.503,607,,145 65.
whrch rncludes account balances totalhng Kshs 2,332,188,394 25 that have not
been analyzed as summanzed.

Description of Account Balance (Kshs)

003-Natonal Treasury
01 3-Pohce Headquarters
01 9-lmmrgrahon Departnent
021 -Pensrons Department
O32-Remrttance to Crowr Agent
049-Mrnrstry of Planning
054-Remrftance to Karachr Agent
055-Remittance to Bombay Agent
058-Fluorspar Company Ltd

Total

7,931,690 15
170,879 35
433,000,25

(21,572,O',t9 85)
2,341 ,896,517 60

1 .712,108 85
132,319 40
454,920.15
028 978.351

2gul0&394^25

Consequently, the completeness and accuracy of the balance could not be
ascertarned Further, no reason has been provrded for the tnordtnate delay tn
recovery of debts amountrng to Kshs 12,503,607 ,445 65 whrch have been due
for many years

7



19. Accounts Payables- Creditors

The statement of financral posrtron also reflects an accounts payables' balance of
Kshs 12,490,478,940 70 The balance rncludes amounts of Kshs 523,68645
under PMG Specral Account, Kshs 2,285,511,054 15 under Advance Deposits,
Kshs 29,963,830 85 under Advance Deposits - Mrnrstry of lnformatlon and
Communrcatrons and Kshs.93,454 55 under JCF lnterest all brought forward
from 201312014 financial year However, as reported in the preuous years, these
amounts have not been analyzed or supported wth relevant documents
Consequently, the completeness and accuracy of the Credrtors balance of
Kshs 12,490,478,940 70 could not be ascertarned.

20. Balance Brought Forward

The statement of financial posrton further reflects a brought forward balance of
Kshs (871,495,05) which as reported rn the prevrous years drffers from the
calculated figure of Kshs 2,949,863 30, berng the drfference between the amount
recerved of Kshs 10,174,386,914 70 and the payments made of
Kshs 10,171 ,437 .O51 40 as captured in the underlyrng records. The drfference
has not been reconcrled or explarned castrng doubt on the accuracy of the
Treasury Main Clearance Fund statement of financial posrtron

21. Winding Up of the Fund

Although the Fund rs rn the process of berng wound up rn lrne wrth the Publc
Accounts Commrttee recommendations and Treasury rnstructrons on the
requirement to wind up dormant Funds, no eudence has been made avarlable to
show the status of the wndrng up process

STATEMENT OF INVESTMENTS BY THE CABINET SECRETARY/NATIONAL
TREASURY

Basis for Adverse Opinion

22. Presentation and Disclosure of Financial Statementa

The Statement of lnvestments by the Cabrnet Secretary/Treasury rn Vanous
Companres as at 30 June 2015 prepared and submitted for audrt do not fully
conform wrth the lntematronal Pubhc Sector Accounhng Standards (Cash Basrs)
as prescrrbed by the Pubhc Sector Accounting Standards Board Statement of
financral assets as at 30 June 2015 and statement of recerpts and payments for
the year then ended in respect of the rnvestments have not been prepared and
submrtted for audrt ln addrtron, srgnrfrcant accountrng policres adopted rn the
preparatron of the financial statements and other explanatory rnformatron have
not been provrded

8



23. Dormant Companies

The Statement of lnvestments by the Cabtnet Secretary/Treasury rn Vanous
Companres as at 30 June 2015 reflects total Government shareholding of
19,521,419,886 shares wrth a nomrnal value of Kshs,2'1,511,131,522 compared
to 19,496,556,717 shares wth a nomrnal value of Kshs 21,377,783,487
reported as at 30 June 2014. However, the balance as at 30 June 2015 rncludes
nine (9) companres rn whrch the Government holds 29,365,817 shares wlth a
nomrnal value of Kshs 587,315,695 00 as summanzed -

Name of Company No. of Shares Nominal
Value (Kshs.)

Pan Afrrcan Paper Mrlls
Kenya Poultry Ltd
Ken-Ren Chemical & Fertllzer Ltd
Nyan Estate Ltd
Kenya Farmers Assocration
Nat. Agn- Chemrcal Fertrlazer Ltd
Mrwani Sugar Company
Mercat (K) Ltd
Busra Sugar Company
Total

20,094,600
4

3,640,000
2,500

1

2,084,998
2,058,000

39
1.485.675

29.365.817

401,892,000 00
20 00

72,800,000.00
50,000.00

20 00
41,699,960.00
41,160,000 00

195 00
29 713 500.00

587.315.695.00

These companres are erther dormant or under recetvershtp and as a result, the
value of the rnvestments tn these compantes ts doubtful and may not, therefore,
be recovered The statement, however, excludes Kenya Frbre Corporaton Ltd
(under recervershrp), rn whrch the Govemment holds 750,000 shares wth a
nominal value of Kshs 15,000,000 00 No sattsfactory explanation has been
given for the omrssron except that the company collapsed rn 1982 and rs
earmarked for a wnte-off

24. lnvertment in Kenya Commercial Bank

The Statement of lnvestments by the Cabtnet Secretary/Treasury rn Vanous
Companres as at 30 June 2015 reflects Govemment shareholdrng of
523,600,000 shares (17 74o/o shareholding) with a nomrnal value of
Kshs 523,600,000 00 rn Kenya Commercral Bank (KCB) The shares regtster,
however, indrcates that the Government held 87,290,000 shares wth a par value
of Kshs 20 each in the company as at 28 June 2001 and that rn the year 2OO7
there was a share consohdahon of 10 shares for every one held upon which one
share certrficate of 523,600,000 shares wth a par value of Kshs 1 each was
rssued lt rs, however, not clear how the reduced Govemment shareholdrng of
523,600,000 shares rn the company was arnved at or how the nomrnal value
decreased ftom Kshs 1,740,580,000 00 to Kshs 523.600,000 00

9



STATEMENT OF OUTSTANDING LOANS

Basis for Qualified Opinion

25. Outstanding Loans Balance

The consolidated statement of outstanding loans as at 30 June 2015 reflects total
loans issued of Kshs.210,334,182,772.94, out of which an amount of
Kshs.13,481,299,737.41 has been repaid, leaving a balance of
Kshs.196,852,883,035.53 outstanding as at that date. The total outstanding
loans' balance of Kshs.196,852,883,035.53 represents an increase of
Kshs.15,565,564,215.65 or approximately 8.60/o of total outstanding balance of
Kshs.181,287,318,819.88 reported as at 30 June 2014. However, the
outstanding loan balance of Kshs.196,852,883,035.53 could not be confirmed
independently from the various institutions/parastatals who had been issued with
the loans because no response was received on circularization of loans request
sent to the National Treasury.

26. Failure to repay Loans

The total outstanding loans balance of Kshs.'l 96,852,883,035.53 reflected in the
consolidated statement of outstanding loans as at 30 June 2015 includes loans
amounting to Kshs.21 ,352,043,593.36 issued to thirty one institutions. However,
these institutions have not made any efforts to repay their respective loans upon
maturity as shown:-

lnstitution Amount Lent
(Kshs)

Effective Year of
Repayment

A,F,C 505,683,640 00 Various
Agricultural Settlement
Fund & Central Lands
Board 70,717,700.00 Vanous
Associated Sugar
Factory Ramisi 15,818,960.00 Vanous
Co-operative Bank 266,073,098.00 Various
Coffee Board 560,332,369.20 Various
Cotton Lint 19,632.020.00 Various
East Aftican Sugar
lndustries Ltd 172,123,100.00 Various
Muhoroni Sugar Co. ltd 5,000,000.00 1952
Eldoret Municipal Council I ,O58,673.824.12 1993
Halal Meat Products 27,701,420.00 1979
ICDC 89,230,500.00 Various
Kenya lndustrial Estates 323,154,000.00 Various
Kenya Meat Commission 940,241,100.00 Various

l0



Kenya Natonal Federation
of Co-Operatives (KNFC)
Ltd 5,59s,600 00 Terms not specrfied
KPLC Ltd 312,479,508.00 3'l/09/2006
Kenya Torray Mrlls 2,982380 00 '1970
KTDC 48,000,000 00 01to7t1991
Kenya Urban Transport 40,706,140.00 1994
Lake Vrctona Water Serv 4,116,555,792 00 Vanous
Local Govemment
Loans Authority 7,594,273,720 00 Terms not specrfied
Mrwanr Outgrowers Ltd 22,600,020 00 Vanous
Mtwanr Sugar Mrlls 78,088,180.00 Vanous

Mumias Outgrowers 3,600.000 00 1973n4
Natronal Water
Conservation &
Prpelne Corporatlon 2.460,874.897 00 Vanous
Nzora Sugar 158,510,100 00 Vanous
P.J Products 2,036,820 00 Terms not specrfied
Pyrethrum Board 863,368,270 00 2008
Rrft Valley Water 1 ,411,529,796 04 2010
South Nyanza Sugar 47,200,000 00 Vanous
Uplands Bacon 26,205,900 00 Vanous
Water Resources Mgt 103 054 639 00 30/09/2008
Total 21ilEaa4!L59330

DONOR FUNDED PROJECTS

THE GLOBAL FUND TO FIGHT MALARIA PROGRAM (GRANT NO.KEN..{o5.
G06-M)

Unqualifi6d Opinion

There were no matenal rssues noted dunng the audtt of the financral statements

THE GLOBAL FUND PROGRAM FOR EXPANDING HIV PREVENTION, CARE
AND TREATMENT SERVICES TO REACH UNIVERSAL ACCESS (80%
covERAGE) TO REDUCE BOTH |NC|DENCE AND THE ASSOCTATED
rrrrPACT (GRANT NO. KEN-H-MOF)

Unqualified Opinion

There were no mateflal issues noted durrng the audtt of the financral statements,
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THE GLOBAL FUND PROGRAM TO STEER THE COUNTRY TOWARDS
ACHIEVEMENT OF THE TB MILLENNIUM DEVELOPMENT GOALS IN LINE
wrTH THE GLOBAL STOP TB STRATEGY (GRANT NO. KEN- St.t- ct2-T-
oo2) PROJECT

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

SCALING UP MALARIA CONTROL INTERVENTIONS FOR IMPACT
PROJECT (GRANT NO.KEN- 011-Gl3-M)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

INFRASTRUCTURE FINANCE AND PUBLIC PRIVATE PARTNERSHIPS
PROJECT (rDA CREDTT NO.5157 KE)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

KENYA PETROLEUM TECHNICAL ASSISTANCE PROJECT (IDA CREDIT
NO.s526 KE)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

MICRO FINANCE SECTOR SUPPORT CREDIT PROJECT (CREDIT NO.CKE
3004 0t E)

Basis for Qualified Opinion

27. Failure to Prepare the Special Account Actavity

The National Treasury prepared and submitted for audit Part 'B' (The Special
Account Reconciliation) only of the special account statement for the year ended
30 June 2015. The National Treasury has explained that it did not receive Part'A'
(The Special Account Activity for 201412015) of the special account statement
from the Central Bank of Kenya because the Project had closed and the bank did
not therefore prepare one. The completeness and accuracy of the special
account statement cannot, therefore. be ascertaaned in the absence of Part "A".
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PROGRAMME FOR RURAL OUTREACH OF FINANCIAL INNOVATIONS AND
TECHNOLOGTES (|FAD CREDTT NO.814KE & GRANT NO. 1218 KE)

Unqualified Opinion

There were no material rssues noted duflng the audrt of the financral statements.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Further, as requrred by IFAD, I confirm that:-

(i) Proper accountrng records have been kept,

(ii) The financial statements are rn agreement wrth the accounttng records,

(iii) IFAD funds and Government of Kenya counterpart funds have been used
rn accordance wrth the financrng agreement, wtth due attentton to
economy and efficiency and only for the purposes the fundtng of the
Programme for Rural Outreach of Frnancial lnnovahons and Technologtes
was provrded,

(iv) Services iSnanced dunng the year were procured tn accordance wth the
terms and condrtons of the financrng agreement,

(v) All supportng documentahon, records and accounts have been
marntarned in respect of all project actrvtttes,

(vi) Natronal laws have been comphed wth and financral and accountng
procedures approved for the ProJect vvere followed and used, and

(vii) A special account has been marntained for the Programme rn accordance
wth the prousions of Loan/ Grant Agreement.

PUBLIC FINANCIAL iiANAGEMENT REFORTIS PROGRAM

Unqualified Opinion

There were no matenal rssues noted duflng the audrt of the finanoal statements

STUDY AND CAPACIW BUILDING FUND PROJECT (CREDIT NO. CKE 6015
0r K)

Unqualified Opinion

There were no matenal rssues noted dunng the audit of the financral statements
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TECHNICAL SUPPORT PROGRAMME PROJECT lKEtFEOt2OO9tO21421l

Unqualified Opinion

There were no matenal issues noted dunng the audit of the financral statements

STATEMENT OF OUTSTANDING OBLIGATIONS GUARANTEED BY THE
KENYA GOVERNMENT

Basis for Adverse Audit Opinion

28. Presentation of the Financial St tement

Contrary to the gurdehnes prescribed by the Pubhc Sector Accounttng Standards
Board, the Natronal Treasury dtd not prepare and submtt for audit financtal
statements of outstanding obltgahons guaranteed by the govemment as at 30
June 2015 in accordance wth lnternatronal Public Sector Accounttng Standards
(Cash Basis) The srngle statement submttted does not tnclude accounting
pohcres used rn rts preparation and other explanatory notes

29. Long Outstanding Balances

The statement of Outstandrng Obhgatrons Guaranteed by the Kenya Government
as at 30 June 2015 reflects outstandrng conhngent habrhties totalltng
Kshs 164,132,74560 made up of Kshs.11,814,92020 and Kshs 152,3'17,825OO
relating to Kenya Rarlways Corporahon and Cereals and Sugar Frnance
Corporation, respechvely,

Although these balances have been outstandtng for a long penod of ttme, the
Natronal Treasury has indtcated that thetr clearance as dependent on redemplton
of bonds issued by Kenya Rarlways Corporatron and completon of wndtng up
process of the Cereals and Sugar Frnance Corporaton The balances thus
remarned outstanding in the books of account as at 30 June 2015

STATEMENT OF OUTSTANDING PUBLIC DEBT

Basis for Adverse Opinion

30. AccountingPolicies

Contrary to the requirements of lnternatonal Pubhc Sector Accounttng Standards
financral reportng under the cash basrs of accounting, the accounttng polictes
adopted by the Nahonal Treasury tn prepanng and presentng these financral
statements have not been drsclosed
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31. Un+xplainedDifferences

The statement of recerpts and payments under Notes 20 and 21 and the ledger
as at 30 June 2015 reflects different account balances in respect of the same
items as rndrcated.

The management has not reconcrled these drfferences

32. ComparativeBalanceg

The financral statements reflect under Note 20 comparatrve balances rn respect
of rnterest on domestrc borrowrngs totalhng Kshs.l 16,492,7 59,327 00 whrch
drffers wth the balance of Kshs 117,037,704,912 00 shown agarnst the same
rtem rn the audrted financral statements for 2013120'14 resulting rn a dfference of
Kshs.544,945,585

33. Uncxplained Source Funding

The statement of recerpts and payments further shows that an amount of
Kshs 416,234,431,172 was transferred from the National Treasury/exchequer to
Vote R0504FS Pubhc Debt rn the financial yeat 20'1412015, However,
expenditure totallrng Kshs 418,156,528,347 00 was incurred agarnst the Vote,
resulhng rn an unexplarned fundrng to the tune of Kshs 1,922,097,175 00

34. Bank Balance

The statement of financial position and the bank certficate reflect an overdraft
bank balance of Kshs.37,871,353.15 as at 30 June 2015 The cash book
however reflects a bank balance of Kshs 126,415,953 15 as at the same date
No reconqlatron has been provided for the difference of Kshs 164,287,306 30
Consequently, the accuracy of the bank balance as at 30 June 2015 rs doubtful

35. Omitted Balance

Note 25 to the financral statements rellects a Central Bank of Kenya-Publrc Debt
(Srnkrng Fund) balance of Kshs 2,093,437 50 The balance has, however, not
been rncluded in the statement of financral posrtron Thus, total financral assets
balance has been understated by the same amount

Item Finrnci.l St trm.nt
8.l.nca

K!h3.

Lodgor Balanco Ksh3. Diff.r.nce
Ksha.

Exlemal
lnlerest

Oebt
33.330.189.096 35 26.810.026.639 70 6.520.162.,t56 6s

Extemal Debt
Redemption E0.213,525.65.1 00 7 5.510.232.323 60 4.673,293.530 .t0
lntemal
lnterest

Debt
139,363.010.320 00 136.789,0S2.079 70 2.573.918.240 00

lntemal Debt
Redempton

165,249.803,076 80 139,748,617,s00 00 25,501 ,1E5,576 80
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36. Variances between Financial Statements and Loan Register Balances

Comparison of the balances as at 30 June 2015 reflected in the statement of
outstanding public debt and the loans register in respect of one hundred and
twenty one (121) loans shows that the amounts in the two records do not tally.
According to the financial statements, balances totalling
Kshs 200,133,177,393.28 listed in the Statement of outstanding public debt do
not agree to a total of Kshs.140,097,825,943.97 recorded in the loans register as
outstanding against these loans.

37. Un-reconciled Balances

The statement of outstanding debt reflects a balance of Kshs.26,615,000,000.00
relating to Pre-1997 Government Overdraft debt. The opening balance for the
item was Kshs.28,273,000,000 as at lJuly 2014, and a repayment of
Kshs. 1,t10,000,000 was made during the year as per the loan agreement
between Government of Kenya and the Central Bank of Kenya. The closing
balance, therefore. ought to have been Kshs.27,163,000,000.00 and not
Kshs.26,615,000,000.00 The resultant difference of Kshs.548,000,000.00 has
not been explained.

ln addition, the statement of outstanding public debt shows treasury bills balance
of Kshs.318,928,150,000.00. The recalculated balance is, however,
Kshs.290,059,760,050.75 as indicated below resulting in a difference of
Kshs.28,868,389,949 25, which is yet to be investigated:

Description Amount Kshs

Opening balance 299,406,1 50,000.00

Proceeds in 201412015 426.416.'160.050.75

Total 725.822.310.050.75

Less repayments (435,762,550,000.00)

Recalculated balance 290,059,760,050 75

Statement balance 318,928,150,000.00

Difference 28.868.389.949.25

38. Un-supported Balances

The statement of financial position reflects balances of Kshs.257,687,919.40 and
Kshs.1,859,315,165.65 referred to as prior year adjustments in 201412015 and
201312014 respectively. The statement further reflects balances of
Kshs.1 ,884,225,822.00 and Kshs 1,275,147,069.20 refened to as differences for
201412015 and 201312014 respectively. The balances have, however. not been
supported or explained.
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Other Matter

39. Ken-Ren Chemical and Fertilizer Comp.ny-Loan Repayment

The statement of recerpts and payments reflects total actual expendtture of
Kshs.418,156,528,U7.15 in the year 201412015 compared to the prevrous year's
amount of Kshs 228,436,940,189.30 rn respect of the publrc debts as
summanzed

The expendrture of Kshs33,330,'189,09635 and Kshs80,213,525,8900
rncuned on external debt rnterest and external debt redempttons, rncludes
amounts of Kshs.2,845,2il.7O and Kshs 347,023,821 50 rncurred on interest
and pnncipal loan repayments respectavely, towards settlement of Government
guaranteed debts incurred rn 1970 on account of Ken-Ren Chemacal and
Fertrlizer Company

As similarly observed in the prevtous years, tt is a matter of concern that a total
amount of Kshs.349,869,076 20 was incuned dunng the year on a proJect whrch
drd not take off and against whrch no value for money was achreved

40. Growth in Public Debt

The statement of pubLc debts as at 30 June 2015 reflects an outstandrng amount
of Kshs 2,674,806,364,195.00 representlng an rncrease of
Kshs 423,960,454,908,00 or 19o/o of 201312014 outstanding debts balance of
Kshs.2,250.&45,91 0,286 00

My oprnron rs not quahfied rn respect of these matters

KENYA LOCAL LOANS SUPPORT FUND

Basis for Disclaimer of Opinion

41. Presentation and Dbclo3ure of the Financial Statements

The financral statements of Kenya Local Loans Support Fund as at 30 June 2015
were not prepared rn accordance wrth lnternatronal Pubhc Sector Accounting
Standards (Accrual Basrs) as prescnbed by Pubhc Sector Accountrng Standards

Sub
Votc

Itm Itrm Oelcripuon Amount (Ksh3.)
2011t2015

Amount (Ksh3.)
201312011

501 2.120000 Extemal Debt lnteresl 33,330,169,096 35 17,061,184,346

2410100 lntemal Debt lnterest 139,363,010.320 00 1 17 ,037 ,704 .9't2

502 5210000 lntemal Oebt Redemptrons 165.249.803.076 80 6E.249./t00.000
5210600 Extemal Oebt RedemDtrons E0.213.525.854 00 26,068.650,931

Total .tt.t 56.52t 3a7_t 5 22t-a36-gao lt9
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Board The tinancral statements submitted do not rnclude accounting pohctes
used rn therr preparaton and other explanatory tnformatton and dtsclosures

42. Failure to Rodoem Stocks

ln the reports for prevrous years reference had been made to stocks valued at
Kshs 10,430,700 00 which were past their redemptron dates wth the last
redemptron date for a sum of Kshs 17,400 00 havrng been on 6 February 2010
The Natronal Treasury has explained that the stocks were redeemed some years
ago but erroneously accounted for as revenue. However, records to confirm the
erroneous accounhng for recerpts and subsequent correcton rn the books of
account have not been made avarlable for audrt revtew to date

43. Winding Up of the Fund

Accordrng to rnformahon avarlable, the Kenya Local Loans Support Fund ts rn the
process of berng wound up in hne with recommendatlons of the Publtc Accounts
Commrttee and instruchons rssued by the Nahonal Treasury that all dormant
funds be wound up However, no evrdence has been made avarlable to show the
stage that the process of wndrng up the Fund had reached as at 30 June 2015

4. UnsupportedBalances

The balances reflected rn the financral statements under tnterest on investment,
rnvestrnent at cost, debtor - Cereal & Sugar Frnance Corporahon, accrued
rnterest, cash wth PMG, fund account and accumulated tnterest of
Kshs.660,000 00, Kshs 10,410,373.50, Kshs 8,580,000 00, Kshs.660,000 00,
Kshs 67,355,406 15, Kshs 5,000,000 00 and Kshs 72,765,779.65, respectively
have not been supported by analyses and other documentary evldence The
accuracy of the balances could not, therefore, be ascertained

STATEMENT OF REVENUE . PENSIONS DEPARTMENT

Basis for Adverse Opinion

45. Un-support€dBalances

(i) The statement of revenue under Note 4 reflects General Depostt-PMc,
Other Suspense and Pensrons lncrease Asiatic Wdows & Orphans
Pensron Fund (P lncrease AWOPF) account balances of
Kshs 1,051,602,039 19, Kshs(1,971,53355) and Kshs4,583 15
respectively, whrch are not supported by trral balance figures and
analyses

(ii) The Note further shows actual revenue totalltng Kshs 2,125,593,87 5 47
whrch includes balances relatrng to 201312014 and eadter years totalltng
Kshs 1,476,356,05023 However, the statement of revenue reflects
balance brought fonivard trom 2Q1312014 of Kshs 19,047,058 68 rnstead of
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Kshs 1,476,356,050.23 No explanahon has been grven for thrs anomaly or
documentary evrdence provided to confirm that part of the amount
Kshs 'l ,457,308,991 55 was transferred to the Exchequer Account rn the
year 201312014 or thereafter as reflected in the statement

46. Transfer of Revenue to the Exchequer

The statement of revenue shows that an amount of Kshs 668,2&4,883 92 was
transferred to the Exchequer Account dunng the financral yeat 201412015 The
transfer has, however, not been supported by a payment voucher and bank
records and nerther has rt been recorded rn the cashbook and the ledger

17. Comparative Figures tor 20'1312011

(i) The statement of revenue reflects under year 20'1312014 revenue totalling
Kshs.1 ,457,308.991 55 whrch rncludes a brought forward balance of
contributions and recovenes amountrng to Kshs 840,964.209 75 as per the
followrng analysrs

Description Amount ( Kshs.)

246,409,365 80
486,221,192 50
85,195,396 55
23 138 25/.90

E!t0B64il09JE

However, no evidence has been provrded for audrt revrew to confirm that the total
accumulated conhbutions and recovenes of Kshs 1,457,308,991.55 were
surrendered to the Exchequer as at 30 June 2015 as requrred under Government
Financral Regulatrons and Procedures The ledger tor 201412015 stll shows that
the amounts are berng held by the Pensrons Department

(ii) Note 4 to the statement of revenue also reffects Other Suspense balance of
Kshs 1 ,971 ,533 15 relatng to overpayments of pensron made over the years
However, the balance has not been analyzed ln add(ron no rndrcatron has been
grven regardrng how the Pensrons Deparfnent rntends to recover the amounts
overpard to the pensroners

48. Financial Position

The accumulated actual revenue balance of Kshs 2,125,593,875 47 drsclosed
under Note 4 to the statement and nrl balance carned forward as at 30 June 2015
rellected rn the statement of revenue have not been supported by related
cashbook balances or bank records. ln addrtron, no bank reconcrlatron statement
or statement of financral posrtron as at 30 June 2015 for the revenue has been
prepared and submrtted for audrt

o 2% Contnbutons for Wdows and Chrldren
Pension Scheme (W C PS)

. 31% Contflbutrons

. Suspense Abatement - Recovenes

. CAP Deductions - Recovenes
Total
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CONSOLIDATED FUND SERVICES - PENSIONS AND GRATUITIES

Basis for Qualified Opinion
49. Bank Balance

The statement of financial positton reflects a bank balance of
Kshs.84,162,693.00 while the cash book, bank reconciliation statement and
board of survey report reflect a balance of Kshs.461,745,830. The resulting
difference of Kshs.377,583,137.05 has not been reconciled.

50. Payables

(i) Re-creditedCheques

The payables' balance of Kshs.2,300,281 ,209.00 reflected in the financial
statements and disclosed under Note 8.5 as re-credited cheques relates to
cheques and electronic transfers to pensioners through various banks and
Sacco's which were retumed due to various reasons such as incorrect bank
accounts, closed bank accounts and incorrect bank codes. Although the
pensions department has implemented several measures like encouraging
pensioners to give correct information, obtaining mobile telephone numbers for
pensioners or dependents for contacts and having inbuilt bank codes in the
Pension Managemenl lnformation System (PMIS) among others, the balance
continues to increase over the years. The yeat 201312014 balance was
Kshs.2, 1 7 2,347,37 4 0O.

( ii) Unsupported Clearance

The payables' balance of Kshs.2,470,236,646.00 for the financial year 2Q1312O14
included an amount of Kshs.129,259,140.00 due to the Post Bank. The amount
was cleared d$ing 201412015 financial year, bul documentary evidence on how
the amount was cleared has not been provided.

51. Service Gratuity

The following service gratuity balances brought forward from the financial year
201312014 and previous years were cleared from the books on 30 June 2015
through journal vouchers as follows;

Journal Vr No.
000014
000012
000013

Amount Kshs
15'r ,553,515.15

727.458.65
18.709.786.40

120.990J60.20

However, the Journal entries could not be traced in the ledger. lt is, therefore, not
possible to ascertain the validity and correctness of the above adjustments and
their effect on the financial statements.

Account Description
Contract gratuity
Marriage gratuity
Retrenchment gratuity

Total
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52. Bank Reconciliation Statemont for the CFS Cashbook-Account No
0l- 010 R051

52.1 Paymenb in Cashbook not in Bank Statement

The bank reconoliation statement as at 30 June 2015 shows payments rn
cashbook not rellected rn bank statement totallng Kshs 653,006,985 85. The
payments rnclude amounts paid to the Chief Accountant of Kshs 6,798,6M 55
The Pensrons deparfnent has not explarned why the payments have not been
effected by the Bank.

The reconcrlation also shows tax recovered (P A.Y.E) from pensroners totalhng
Kshs 13,302,006 90 paid rn the cashbook but not reffected rn the bank statement
No explanaton was provrded for farlure to remrt the sard taxes

52.2 Receipts in Bank Statement Not in Cashbook

The bank reconcrliatron statement as at 30 June 2015 reflects recerpts rn bank
statement not posted to the cashbook totahng Kshs214, 402,476 80 The
recerpts rnclude drrect credrts wth some dahng back to the year 2009 as
analyzed below

Year Amount
(rchs)

5.307.517 20
59,852,702 40
11,237,521 65
27,563,922.10
22,253,c/270
69,3s8.078.35

195.572.784.40

I am unable to estabhsh why the recerpts had not been posted to the cashbook
by 30 June 2015

Further, included rn the schedule of the recerpts rn the bank statement that are
not rn the cashbook, are cashbook under casts total|ng Kshs 1,341,991 70 as
follows'

Date Amount
(Kshs.)

121,694.90
1 ,217 ,676 00

2009
2011
2012
2013
2014
2015

Total

Ref.

1t612012
20t12t2013
20t12t2013
Total

EFT 13354
EFT 13354 620 80

l-3!fl-effJA
2

The cashbook balance rs therefore understated
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52.3 Payments in the Bank Statement but not in the Cashbook

The bank reconciliation statement shows payments in the bank statement not in
the cashbook totalling Kshs.1 4,891 ,204.65 in respect of cheques fraudulently
paid by the pensions department employees and third parties. The employees
who were involved in fraud of cheques worth Kshs.3,764,617.15 were taken to
court but later acquatted. Although the pensions department has not appealed
against the judgment, the amount has not been written off from the books of
account. The court case relating to the fraud of the remaining
Kshs.11,126,587.50 has not been determined and recovery of the amount is
uncertain.

The reconciliation also reflects refer to drawer cheques worth Kshs. 204,272.30.
The amount was reversed in the cash book on 6 August 2008 but a
corresponding entry is not reflected in the bank statement.

The reconciliation statement also shows a cashbook under cast of
Kshs.419,699.50 dated 30/9/2014. I am unable to ascertain why the under cast is
reflected as payment in the bank statement not in the cashbook.

lncluded in the reconciliation statement are transactions described as unpaid
cheques totaling Kshs.792,960.40 and all dated 10 January 2012. No reason
has been provided as to why the cheques have not been paid since 2012.

52.4 Receipts in Cashbook and not in the Bank Statement

The bank reconciliation statement reflects receipts in the cash book that are not
in the bank statement totalling Kshs.99,842,169.00. The receipts include
transactions for the between years 2007 and 2015 as follows.

Year Amount
(Kshs)

58,075 90
4,140.15

42.720.U5.40
16,393,075. 15
14,293,398.40
s,585,462.45

12.295.622.60
8.491.549.55

99812J109-40

No reason has been provided for apparent failure to capture these receipts in the
bank statements.

53. Pension Management lnformation System (PMIS)

Audit of the Pension Management lnformation System (PMIS) revealed weak
controls in the system as highlighted below.

2007
2008
2010
2011
2012
2013
2014
2015
Tota I
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(i) The system rs able to capture, save and process pensron payments wth
rncomplete data, for example, 69,715 pensroners' files wth dummy
ldentrfication Numbers or personal numbers were rdentrfied

( ii) The audit also revealed that 601 pensron files were berng processed
wthout pensroners names, 6890 files wrthout rdentrficatron numbers and
6896 files wrthout personal numbers.

( iii) 227 Pensroners PIN as per the pensron file differs wrth PIN certificates
held at Kenya Revenue Authonty

(iv) Sixty nrne thousand, nrne hundred and fifty srx (69,956) pensroners' and
dependents' files were showrng the same date for pensroners' dates of
brrth and dates of enrolment respectively. Out of thrs total, 48,'195 files
showed that all dependents were born the same year 2000 whlch rs
unhkely.

(v) Four thousand, four hundred and seventy (4,477) clependents in the
system were aged over 70 years. Accordrng to the pensron polrry such
dependents are required to provrde hfe certficates every six months
However, the certficates were not provrded as requrred and there rs rrsk of
payments berng made to deceased dependents

(vi) There were 24 beneficranes under the SPN category (where the wrdow
recerves pensron for 5 years after the death of the husband) who have
conhnued to be pard after exprry of the benefit penod,

(vii) Four hundred and srxteen (416) disabrlrty cases files were mrssrng from
the drsabrhty master file

(viii) The PMIS does not rnclude data for penod before year 2009 lt rs,

therefore, not possible to venfy information relatrng to pensroners pflor to
that year

54. Funds Transferred to Public Trustee

Audrt of Public Trustee regional offices undertaken rn March 2015 revealed the
followrng unsatrsfactory mafters

51.1 Unpaid Gratuiti€s

Estate/trust files and records rndrcated that death graturtes totallng
Kshs 131,826,452.15 and relatng to penod, July 2013 to December 2014 were
recerved by the publrc trustees from the pensrons department but no transacttons
or clarms have been lodged by the beneficranes The detarls are as follows
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22,880,683.95
22,285,294.50
40,118,839.80
39,838,717. 1 5

702 916 75
131.826.452.15

No action appears to have been taken to facilitate payment of these death
gratuities to the beneficiaries.

54.2 Long Outstanding Ledger Account Balances

Death gratuities paid to beneficiaries are net of estate management costs which
include advertisement and gazettement costs. The balance is then retained in the
estates ledger thereby earning interest from investments. An amount of
Kshs.39,578,248.96 had been realized as interest during the period under review
and remained outstanding in the ledgers for the regions as follows.

Reqion Amount(Kshs)

Regional
Office

Kisumu
Kakamega
Eldoret
Nakuru
Kisii
Tota I

Amount Kshs.

6

It has not been explained how the amount will be applied or cleared from the
ledgers.

54.3 Failure to Provide Records

The Public Trustee offices in five (5) regions did not provide for audit files for
death gratuities under their custody as indicated:

Kisumu
Kakamega
Eldoret
Nakuru
Kisii
Tota ls

Number of files
17

97
229
122
207
672

11,372,082.71
11,O54,797 .25
7,334,U9.25
2,992,607.55
6.824.412.20

39.578.248.96

Malindi
Mombasa
Machakos
Nyeri
Embu
Totals

Number of files
not provided
1

17

120
'16

24
178

Amount
Kshs

1,159.738.00
13,348,141 .00
96,780,411.00
16,620,860 00
21,448,626.00

149.357.776.00



54.4 Unsupported Payrnents

54.4.1 The estates/trusts files rn Nyeri and Embu regronal offices showed that
graturtres totallng Kshs 12,979,655.00 were disbursed wthout copres of Kenya
Gazette as requrred. lt rs, therefore, not clear whether the estates/trusts indtcated
below were advertised rn the Kenya Gazette

Station

Nyeri

EMBU

Pension no
APN/GC0000248813
APNiPC0000245421
APN/PC0000249018
APN/PC0000248288
APN/GC0000245080
APN/PC0000246450
APN/PC0000248663
APN/PC0000246412
APN/PC0000248483

Sub-Total
APN/PC000024s320
APN/PC0000241687
APN/GC0000246980
APN/PC0000244 ,t 70
APN/PC0000243635
APN/PC0000247550

Sub-Total
Grand Total

Amount Kshs.
480,960 00
562, 1s5.00
912.494 00

1,199.142 00
670,963 00

1,066,884 00
1,226,551 00
1,334,340 00
1,102,640 00
8,5s6,r29.00

700,369 00
512,665 00
420j9200
363,360 00

1,118,324 00
1 ,308,615 00
4.423.525.00

12.979.654.00

54.4.2 The drsbursements of death graturttes by the penstons department are
requrred to be accompanred by notrficaton to show the benefictanes and, or next
of krn The drsbursements to Embu Office for twelve (12) cases wth a total
amount of Kshs'11,177,224 40 were made wthout the notrficatrons. The Publlc
Trustee has, therefore, not been able to pay the beneficianes. Further, these
estates have nerther been gazetted nor advertrsed tn the media and nottce
boards. The detarls of the graturtres are rndrcated was below

Pension No. Amount Kshs.
APN/PC0000243791
APN/GC0000242250
APN/PC0000249515
APNi PC0000244827
APN/PC0000242174
APN/PC0000239493
APN/PC0000248080

2,469,700 10
593,997 50
486,936 00
432,960.00

1,713,849.00
455,007 00
749,100 00
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APN/PC0000239445
APN/PC0000143248
APN/PC0000249041
APN/PC0000243013
APN/PC0000243923

1,252,995 00
77,O51 70

1 ,852,594. 10
658,491.00
434,543 00

11,177,224.40

ASIATIC WIDOWS AND ORPHANS PENSION FUND

Unqualified Opinion

There were no material issues noted during the audit of the financial statements

Emphasis of Matter

I draw attention to note 1.6 under fund performance accompanying the financial
statements which indicates that the Fund has been dormant since June 2002
when the only surviving beneficiary died. Further, that the Cabinet through a
memorandum dated 26 June 2012 authorized the Aftorney General, Minister of
State for Public Service and the Minister for Finance to initiate the process of
winding up of the Fund. According to the task force appointed by the National
Treasury on winding up of the dormant funds report dated August 2015, a draft
Legal Notice has been prepared in conjunction with the State Law Office for
de-gazettement of the Fund. However, the Legal Notice has not been made
available for audit to confirm the final action taken. My opinion is not qualified in
respect of this matter.

ASIAN OFFICERS FAMILY PENSION SCHEME FUND

Basis for Qualified Opinion

lnvestment Held
Corporation

in lnsolvent Cereals and Sugar Finance

The statement of financial assets and liabilities as at 30 June 2015 reflects a
receivables' balance of Kshs.263,221 ,691 .00 which includes an amount of
Kshs. 15,200,000.00 relating to cash deposited in the Cereals and Sugar Finance
Corporation. The Corporation is technically insolvent and according to available
information, the Government has approved its winding up, with a further
requirement that the National Treasury takes over its assets and liabilities. The
recoverability of the amount of Kshs. 15,200,000.00 is, therefore, doubtful.

56. Over-statement of Dividend lncome
The statement of receipts and payments for the year ended 30 June 2015
reflects dividend income of Kshs.136,600,818.00, The amount includes two
exchequer issues from the National Treasury of Kshs.50,000,000.00 and

55
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Kshs.76,026,408.65, reversed rnvestrnent provisron of Kshs.1,982,243 50 and
pension payment of Kshs 118,822.65 whrch have wrongly been treated as
drudend income. The drvrdend rncome is, therefore, overstated by an amount of
Kshs.128.127,474 80

57. Un-explained Exchequer lssues to the Fund

The Natronal Treasury rssued two exchequers of Kshs.50,000,000 00 and
Kshs 76,026,408 65 to the Asran Officers Famrly Pension Scheme Fund dunng
the period under revrew However, no documentary evrdence has been produced
to confirm that the Natronal Treasury owed the Fund any money at the begrnning
of or during the financial year 20'1412015 The exchequer amount was, rn the
crrcumstances rrregularly transferred to the fund.

58. lrregular Pension Payments

The Pensron Department made payments totallng Kshs 519, 800 00 from 2007
to June 2015 in respect of two deceased beneficranes The famrlies of the two
beneficiafles through forwardrng letters daled 22 August 2007 and 21 January
2008 provided death certificates rnformrng the Pensrons Department of the
demrse of the beneficiaries on 16 August 2007 and 28 December 2007 The
Department, however, continued to make payments to the two deceased
beneficraries desprte recervrng the notrficahons on 20 September 2Q07 and 1

February 2008, respec{vely. The payment of the pension to non eKstent
beneficranes has led to loss of Government funds totalhng Kshs 519,800 00

59. Failure to Produce Records

The stiatement of recerpts and payments reflects an expenditure of
Kshs 1,461,62900 berng pensron pard duflng the penod under revrew Thrs
expendrture includes an amount of Kshs.216,000 00 pard to srx benefioarres but
whose files were not produced for audit venficatron. lt has, therefore, not been
possrble to confirm the accuracy and authentcity of the amount paid to the srx
beneficiaries.

60. Understatement of the lnvestment Balance

The statement of financral assets and habrlrtes shows a balance of
Kshs 34,238,980,00 under rnvestment account The balance rs understated by an
amount of Kshs 2,939,850 00 berng bonus share rssued rn 2012 bul not recorded
rn the value of the investment accrunt

61. Un-supportedBalances

The statement of financral assets and lrabrlites under recervables rncludes an
amount of Kshs 248,021,691 00 berng cash owed by Joint Consoldated Fund
The balance has, however, not been supported by deposrt certficates.

27



Further, the statement reflects a capital account balance and members
contributions of Kshs.1 19,356,085.00 and Kshs.37,680,778.00 respectively,
which have not been supported by analyses. The accuracy of these balances
could not therefore, be confirmed.

EUROPEAN WIDOWS AND ORPHANS PENSION SCHEME FUND

Basis for Qualified Opinion

62. lnvestment Held in lnsolvent Cereals and Sugar Finance Corporation

As previously reported, the statement of assets and liabilities reflects receivables'
balance of Kshs.16,900,000.00 relating to cash investment held in the Cereals
and Sugar Finance Corporation. The Corporation is technically insolvent and the
Government has approved its winding up. Consequently, the recoverability of
Kshs.l6,900,000 00 is doubtful.

63. Failure to lnvest Proceeds from Redeemed Stock

As highlighted in the report fot 201312014 and earlier years, the National
Treasury holds in its Deposits Account No. 4-867-102-0021 cash proceeds from
the redemption ol 11o/o Kenya Stock 2000 totalling Kshs.9,000,000.00. The
Stocks were redeemed in July 200'l and the proceeds were expected to be re-
invested immediately but are still being held in Deposit account to date. Failure to
re-invest the funds for the last fourteen years has denied the Fund income that
would finance the payment of pensions due to its beneficiaries.

64. Over-statement ol Dividend lncome

The statement of receipts and payments reflects dividend income of
Kshs.56,921,133.00, which includes dividend earned during the year of
Kshs.6,914,743.00, exchequer issue from Treasury of Kshs.50,000,000 00 and
one month pension not paid of Kshs.6,390.00. The exchequer issue and pension
not paid are not part of dividend income. The dividend income is therefore
overstated by an amount of Kshs.50,006,390.00.

65. Un4xplained Exchequer lssue to the Fund

The National Treasury issued an exchequer of Kshs.50,000,000.00 to the
European Widows and Orphans Pension Scheme Fund during the period under
review. Accordrng to records available, the fund was not owed any amount by
Treasury as at 1 July 2014 or during the year 201412015. The reason for issuing
the exchequer to the Fund has not been explaaned.
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I
THE PROVIDENT FUND

Basis for Adverse Opinion

56. Statement of Receipts and Payments

66.1 The statement of receipts and payments reflects a net off amount of
Kshs.45,321,709.65 against total receipts which have been referred to as
"dividend receivable for 201312014". The amount actually relates lo 201212013
and was included in other receivables and dividend income balances of
Kshs.109,063,893.00 and Kshs.146,187,997.00, respectively reported in that
year . The amount of Kshs.45,321,709.65 has therefore been erroneously netted
off against receipts for the year 201412015.

66.2 The dividend income of Kshs.101,831,345.00 reflected in the statement of
receipts and payments includes an exchequer receipt of Kshs.50,000.000.00, out
of which Kshs.45,321 ,709.00 relates to dividend received during the year. lt has
not been explained what the remaining exchequer receipt balance of
Kshs.4,678,291 .00 relates to. The dividend income of Kshs.101,831,345.00
however excludes an amount of Kshs.3,226.00 deposited directly into the
Consolidated Fund Account. The amount is yet to be refunded to the Provident
Fund

67. Missing lnvestment Certificates

Note 8.2 to the financial statements reflects investment of Kshs.45,860,478.00 in
shares representing the gross book value of ordinary share investments in two
publicly quoted companies. Out of this balance, a sum of Kshs.14.807,299.00
represents 7,54O,14O ordinary shares held in the East African Breweries
Company Limited. However, only share certificates for 1 ,960, 1 18 shares valued
at Kshs.9,il7,660.00 were presented for audit. Therefore it has not been
possible to confirm whether the balance of 5,580,022 shares valued at
Kshs.5,259,639.00 exist. ln view of these discrepancies, it has not been possible
to confirm the completeness, value and accuracy of the net investment balance
of Kshs.45,378,431.00 reflected in the statement of financial assets and
liabilities.

68. Dividend lncome not Accounted for in the Fund Account

ln the report for 201312014 it was noted that dividend income from investments
amounting to Kshs. 1 1 ,310,210.00 was received from East African Breweries
Limited and paid to the National Treasury instead of the Provident Fund Account.
The amount had not been accounted for as a receivable in the Fund's books of
account or paid to the Provident Fund as at 30 June 2015.
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69. Cash on Deposit - Joint Consolidated Fund (JCF)

Other recervables balance of Kshs,4,793,882.00 reflected rn the statement of
financral assets and habrhhes rncludes Cash on Deposit - Jornt Consolidated
Fund (JCF) balance of Kshs.997,655 80. However, certificates in support of the
balance were not submrtted for audrt revtew and as a result, tt has not been
possrble to verify the existence and valuabon of the depostts or the organtzations
in whrch the depos(s were held

70. Cash Deposit - Cereals and Sugar Finance Corporation

The other recervables balance also rncludes a cash deposit of Kshs 3,796,226.00
held rn the rnsolvent Cereals and Sugar Corporatton As reported prevrously, the
Cabrnet gave approval on 13 Septembet 2007 for the winding-up of the
Corporaton and directed the Natronal Treasury to tiake over rts assets and
habrhtres. No rnformation has been provrded regardtng the progress attatned in
wnding up of the Corporatron as at 30 June 2015 ln the circumstances,
reahzatron of the amount of Kshs.3,976,226.00 rs doubtful

71. Un analyzed Balance

The statement of financial assets and lrabilities also reflects other pendtng
payables' balance of Kshs 9,715,111.00 made up of Kshs 9,622,726 OO and
Kshs.92,385 00 relalng to surplus cash remitted by Government Departments
and rnterest due from Nattonal Government enhtes respectively These balances
were brought forward from the prevrous years but no analysts was done

The National Treasury explarned that documents contatntng detatls of the
balances were lost rn the 1970's and that durrng the year under reuew, tt
constrtuted a taskforce to reconqle the balances ln the absence of analysrs,
however, rt has not been posstble to confirm the accuracy, validity and
completeness of these balances.

72. Differences in Comparative Balancee

ln the report fot 201312014 tt was noted that the comparattve balances for
201212013 reflected rn the Fund's financral statements for the year ended 30
June 2014 drffered wtth the balances reflected rn the audtted financral statements
for the year 201212013 as follows

Item Difference

Kshs.

Drvrdend recervable
From DGIPE

1U,27O,111 57,1.14,536 30 47 ,125,574 70

Accumulated Surplus 460,564,771 413,329,295 75 47,235,475 25

Comparative
Balance
2012t2013
Kshs.

Actual
Statement
2012t2013
Kshs.
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Mrscellaneous
Recerpts 146,187,997 99,062,5s230 47,125,44470

A review of the financral statements for 20'1412015 revealed that hke rn

201312014 no disclosure has been made rn the notes to the financral stalements
regarding re-statement of these pflor penod balances rncludrng the reasons for
the restatement as requrred under lntematronal Pubhc Sector Accountng
Standard No 3 on "Accounting Pohcres, Changes rn Accounting Estimates and
Errors".

CONSOLIDATED FUND SERVICES - SALARIES, ALLOWANCES AND
MISCELLANEOUS SERVICES AND GUARANTEED DEBT

Basis for Adverso Opinion

73. AccountingPolicies

Contrary to the requrrements of lntematonal Pubhc Sector Accountrng Standards
financial reportng under the cash basis of accountng, the accountrng policres
adopted by the National Treasury rn prepanng and presentrng these finanoal
statements have not been disclosed

74. Failure to provide a Trial Balance

The National Treasury did not provrde a tnal balance for the Consolrdated Fund
Servrces-Salanes, Allowances and Mrscellaneous Servrces and Guaranteed
Debts as at 30 June 2015 lt rs, therefore, not clear how the balances in the
financral statements were drawn rn the absence of a tnal balance

75. Un-supportedBalances

75.1 The statement of recerpts and payments reflects compensatron of
employees rn form of salanes and allowances of Kshs 2,418,352,317 00 whrle
the ledger shows payments totalhng Kshs 2,405,901 ,971 00 for the same rtem.
The difference of Kshs 12,450,346 00 between the two sets of records, which
should ordinaflly agree, has not been estabhshed

75.2 The payroll summanes for the twelve months from July 2014 to June 2015
reflect salanes and allowances expenditure totalling Kshs.2,316,996,535 90,
whrch drffers wrth the amount of Kshs 2,418,352,317 00 reflected rn the
statement of recerpts and payments rn respect of compensatron of employees
The resultng drfference of Kshs 101,355,781 10 has similarly not been
ascertarned
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76. Payments under Guaranteed Loans Act

The statement of receipts and payments reflects expenditure of
Kshs.1 15,667,63'l .00 and Kshs.899,285,640.00 in respect of loan interest and
redemption respectively, incurred during the financial yeat 201412015, under
Guaranteed Loans Act. The loans were guaranteed by the Government of
Kenya on behalf of two parastatals and a Local Authority and paid during the
year under review as follows:-

Organization Principal Amount
Kshs.

Kenya
Broadcasting
Corporation

593,564,152 00 69,952.990 30 663,517,142.30

Tana & Athi River
Development
Authority

227,644,737.85 45.073,572.15 272,718,310.00

Nairobi City
Council

78,076,750.00 637,918.50 78,714,668.50

Transmission
Charges

3,150.00 3.150.00

Total 899.285.639.85 1ts.664.480.95 1.014.950.'t 20.80

As similarly reported in 201312014, the terms and conditions under which the
Government took over these loans have not been made available for audit
review, and as a result, it has not been possible to establish whether or not the
defaulting institutions were required to reimburse the Government the principal
and interest it paid on their behalf.

It has not been possible in the circumstances to ascertain whether or not the
repayments had complied with the terms and conditions of the take-over.

77 . Prior Year Adjustments

The statement of financial position as at 30 June 2015 reflects an amount of
Kshs.55,241,558.25, which is referred to as prior year ad.iustments. The National
Treasury has not explained or provided details of the said adjustments.
Consequently, the accuracy of the balances reflected in the statement of flnancial
position could not be ascertained.

lnterest Amount
Kshs.

Total
Kshs.
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78. UnspentAppropriation/Cash B.lance

The statement of financral positton reflects a bank balance under the comparative
balances for the financral yeat 201312014 of Kshs 397,382,932.20. The balance
was carned forward to the financral year 201412015 as shown rn the statement of
financral position as at 30 June 2015 The unspent appropflatron n 2013120'14
ought to have been pard back to the Nattonal Exchequer Account as requtred
under Section 45 of the Publc Frnance Management Ac!.,2012 but tt was not
repaid.

79. Omitted Expenditure and Receipts

79.1 The followng receipts and expendrture reflected tn the ledger for June
2015 have not been captured in the financral statements as detarled -

Expenditure

Receiptg

520-004-000067401 02 Kshs.5,409,260.90
520-004-0000-6780'101 Kshs 2,167 ,730 70

The Natronal Treasury has also not provtded the rtem descnphons for these
accounts and as such, it has not been possrble to establish what they relate to

79.2 ln addrtron, the ledger under Head-983 ltem-67801O8Joans management
charges reflects an amount of Kshs.1 1 ,980,333 50 as at 30 June 2015 The ltem
has, however, been omrfted from the financral statements

80. Variances betryeen Ledger and the Payroll

The ledgers and the payroll for salarres and allowances lot 201412015 tn respect
of the Judroary, Kenya Natronal Commrssron on Human Rrghts and Natonal
Cohesron and lntegratron Commrssron show variances as detarled -

lnstitution

520-004-8820-6760102
520-1 29-8820-6760'1 02

1 Judrcrary

Kshs22,022
Kshs 80,195

2

Ledger Amount
as at 30.06-20'15

Kshs.

1.311,299.506 00

147,026,916.00

Payroll Amount
as at 30.06.20{ 5

Kshs.

1,597,774.307 00

'1 11,307,599 00

Variance

Kshs.

286,474,801 00

35,719,317 00Kenya Natonal
Commrssron on
Human Right
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National Cohesion
and lntegration
Commission

16,773,708.00 9,259,030.00 7,514.678.O0

I have not been able to establish the cause of the differences

81. UnexplainedFunding

The statement of receipts and payments shows total receipts of
Kshs.3,150,000,000.00 and expenditure totalling Kshs.3,433,308,738.00,
resulting in a deficat of Kshs.283,308,738.00 for the year ended 30 June 2015.
The source of funding for payments totalling Kshs.283,308,738.00 during the
year has not been explained.

82. Bank Balances

The Bank reconciliation statement as at 30 June 20"15 reflects cashbook balance
of Kshs.96,267,835.60 which differs with the balance of Kshs.58.832.636. 15
shown in the statement of financial position by Kshs.37,435,199.45.

Further, the supporting schedules to the reconciliation statement show figures
only without description of reconciling items. lt is, therefore, not clear what the
reconciling fi gures represent.

The reconciliation also reflects a cashbook adjustment of Kshs.754,000,000.00
dated 16 May 2014 which is referred to as overstated receipts. The cashbook
was debited on 13 May 2014 with an amount of Kshs.837,748,634.50 instead of
Kshs.83,748,634.50. The adlustment was, however, reversed on 29 June 2015
and no explanation has been given for the transaction and why the error was
reinstated.

In the circumstances, the accuracy of the cash balance in the statement of the
financial position could not be confirmed.

STATEMENT OF EXPENDITURE - SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS

Basis for Adverce Opinion

83. AccountingPolicies

Contrary to the requirements of lnternational Publlc Sector Accounting Standards
- Cash Basis specific accounting policies used for sagnificant transactions and
other events have not been disclosed in the financial statements

J
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84. UnconfirmedBalances

84.1 The statement of details of Kenya Govemment share subscnption and
caprtal contnbuhon to twelve lnternatronal Organizatrons reflects local value of
subscriptions totallng Kshs 117,444,637,095 00 against vanous amounts rn
forergn currencies as at 30 June 2015 However, rndependent confirmaton of
the balances as at 30 June 2015 was recerved from seven organrzahons only ln
addition, the amount confirmed by four out of those seven organrzahons differs
wrth the balances reflected rn the statement submrtted by the Nahonal Treasury
as follows

84.2 lndependent confirmatron of Kenya Govemment share subscnptron and
caprtal contributron was not received from five organrzahons hsted below rnsprte
of a request to the National Treasury to ask them to confirm the balances as at
30 June 2015

Organiz.tion Brlancc as pcr thc
St trmcnt

(Foreign cuncncy)

Brlanc! as prr th!
St{cmant

(Local valuc)
Krhs.

Brlanca rs per thc
Confirmrtion

(Foreign currency)

lntemationalMonetary
Fund

SDR
261,156,794 00

36,397,422,379 78 SDR
258,124,458.00

ir. Aftican Development
Bank

Unrt of Acmunt
260,960,000 00

35,481,165,440 00 UnI ol Accounl
915,260,000 00

rii. E.A Development
Bank

Unrt of Account
80,000,000 00

10,877,120,000 00 Un( of Account
73,800,000 00

rv Afncan Capacrty
Buildrno lnrlatue

US dollars
250,000 00

24,659,850,00 US dollars
500,000,00

TOTAL E2,780,367,669.78

Organization

Balance as per the
Statcment

(Foreign currency)

Balance as per the
Statement

(Local Value)
Kshs.

(r) lnternatronal Bank for
Reconstructron and
Development

US dollars
296,882,735 02 29,284,334,852 73

(rr)lnternahonal Frnance
Corporatlon

US dollars
4,041,000 00 398,601,8'15 40

(U) Shelter Afnque
US dollars

2,000,000 00 197,278,800 00
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(iv) P.T.A. Bank
Unit of Account
26,680.000.00 3,627,519,520.00

(v) Macro- Economic
Financial Management
lnstitute

US dollars
125,000.00

12,329,925.00

TOTAL 33,520,064,913.13

The accuracy of the above balances totalling Kshs.33,520,0&1,913.13 could not
be ascertained.

85. BankReconciliation

ln the report tor 201312014, reference was made to failure to provide a bank
reconcilaation statement for the balance of Kshs.2,601,589.25 reflected as at 30
June 20'14 in the cash book for Recunent Account No.01 {10-R053:
Subscriptions to lntemational Organizations. The bank reconciliation statement
as at 30 June 2014 which has been provided subsequently reflects a bank
balance of Kshs.2,327,778.30 which differs with a nil balance shown in the bank
certificate.

ln addition, no bank reconciliation statement as at 30 June 2015 has been
provided for audit.
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THE PRESIDENCY

FINANCIAL STATEMENTS FOR VOTE 101

Basis for Qualified Opinion

86. Proposed Gonversion of Mechanical Workrhop to Offices at State
House and Stalled Project for the Construction of Mechanical
Workshop and Petrol Station

ln paragraph 209 of the report for 201212013, attention was drawn to the rrregular
payment of Kshs 88,826,396 00 to a contractor who was crnstructrng a
mechanical workshop and petrol statron at state house that had stalled . Although
the matter was discussed before Publc Accounts Commrttee (PAC), a
determination was not made as the project was to be evaluated by the relevant
technocrats to determine value for money.

However, before the evaluaton was done, State House awarded a new contract
of Kshs 137,407,865.00 to another contractor for conversron of the mechanr€l
workshop to offices

There were rndrcatrons that the stalled pro1ect costng KShs 88,826,396 00 was
demolished to pave for the construction of new prolect, therefore, the value for
money for the inrtial expendrture could not be confirmed in accordance wth
Sechon 68(1)(a) and (b) of the Public Frnance Management Act (2012)

Consequently, the propnety and lawfulness of the expenditure amounhng to
Kshs.88,826,396 00 could not be confirmed

87. Pending Bills

Records marntarned by the Presrdency rndicate that bills amountrng to
KShs 949,634,649 00 chargeable to Vote 101 'l and relatrng to 2014/201 5 were
not pard dunng the year under review but rnstead were carned forward to
201512016 Had these brlls been pard and the expendrture charged to the
accounts tor 201412015. the financral statements would have reflected deficrt of
Kshs 946,484,649.00 instead of net surplus of Kshs 3,150,000 00 now shown
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M!NISTRY OF DEFENCE
FINANCIAL STATEMENTS FOR VOTE I04

Basis for Qualified Opinion

88. Payment of Taxes on lmported Goods to Kenya Revenue Authority

Examrnaton of records marntarned at Mrnrstry of Defence show that
Kshs 162,296,569 25 was rssued as rmprests to officers serung at Central
Supply Depot (CSD) and Kenya Arr Force Logrshcs Branch for purposes of
cleanng goods ftom vanous ports of entry on behalf of Kenya Arr Force

It has been explarned that Kshs 162,296,569.25 was pard tn A"/c No
01003058230400 at Natronal Bank of Kenya owned by KRA Customs and Excise
Tax COLLN

It has further been explained that the amount was in respect of Value Added Tax
(VAT) and Excise Duty on rmported mrlrtary equrpment after venficatron by Kenya
Revenue Authong However, a drligent check of tiax returns submitted by Kenya
Revenue Authonty does not reflect recerpt of the stated amount

ln addrtron records further show that these paymenb were made through Camp
Admrnistratron Unit (CAU) Account No, 100100902600 at Nabonal Bank where
the Minrstry transfers money from Recurrent Bank Account No.1000'181435 at
Central Bank of Kenya. However, the bank statement for Camp Admrnlstratron
Unit (CAU) Account No. 100100902600 at National Bank has not been avarled by
the Minrstry of Defence desprte the fact that several requests have been made
contrary to Sectron 37(a)(r) and (r) of the Pubhc Audit Act.,2003

ln the crrcumstances, therefore, it rs not posstble to confirm that the value for
money was obtarned in the expendrture totalhng Kshs 162,296,569 25 as
requrred by Sechon 68(1Xa) and (b) of Pubhc Frnance Management Act,2012
and that the expendrture rs lawful as requrred by Artrcle 229(6) of the Constrtution
of Kenya, 2010

89. Procurement and Utilization of Hydraulic Excavators

Examinaton of records shows that the Mrnrstry procured two (2) Caterptllar
374DL through direct procurement from a supplier n 201112012 financral year
The contract pnce was Kshs 185,323,994 10 whrch was pard through a letter of
credit to Barclays Bank vrde Payment Voucher No DPL LOGS/MSSR 62 dated 8
June 2011 Subsequently, the two (2) Caterpillar 374DL hydraulic excavators
were recerved, rnspected and taken on charge both at DEFOD Kahawa and 12
Engrneers BN rn Thrka rn 2012 The management has not explarned why dtrect
procurement method was used rnstead of open tender
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89.'t Under Utilized Excavators at 12 Engineerc BN

Although the Minrstry of Defence spent Kshs 185,323,994 10 on urgent purchase
of the two heavy duty excavators for the purpose of road constructron, crvrl works
and drsaster management, examinatton of records marntarned at 12 Engineers
BN reveals that they have never been used for the tntended purposes except
trarning. The Mrnrstry has not lushfied the basis for incurnng huge expenditure
on underutilized excavators

89.2 Delays in Repaira of the Equipment by the Vendor

lnformaton and documents obtarned lron 12 Engrneers BN indicates that a
Qurck Coupler Cylrnder rn one of the two excavators was broken dunng tratnlng
on 21 May 2015 and the supplrer carned the mmponent for repairs- However, an
audrt inspeclron undertaken on 16 October 2015 reveals that the component has
not been retumed, therefore, the equtpment has remarned unseruceable No
lushficahon has been provided for the delay rn reparrs and maintenance of the
equrpment

89.3 Overpricing

Examrnahon of records further reveals that the pnces for excavators were higher
than the prevailng market prices as a market survey undertaken by the user
rndrcates that the estrmated cost of the two excavators rs Kshs 40,000,000 00
whrle the actual purchase prrce of the two excavators is Kshs 185,323,994 10,
resulhng rn excess and rllegal payment of Kshs 145,323,994 50

Under the circumstances, it ts not posstble to confirm that value for money was
obtarned rn an expendrture totalling Kshs 185,323,994 10 as requrred by section
68 (1) (b) ofthe Public Frnance Management Act, 2012

90. Examination of Contract Records for Erection and Completion of
1+4 Married Quarters at Kenyatta Baracks-Gilgil

Examrnaton of contract records marntarned at the Mrnrstry of Defence
Headquarters relatng to the erechon and completron of 144 Marned Quarters at
Kenyatta Barracks-Gilgil revealed unsatisfactory and unexplained matters as
follows -

lnitial Contract

A tender was awarded to Caprtal Constructon Company at a contract sum of
Kshs 346,658,629 00 vrde tender No D08 RV/NKU/401 - JOB NO 1087P for
erectron and completron of one hundred and forty four (144) Marned Quarters at
Kenyatta Banacks-Gilgrl

The work commenced on 14 October, 2005 and was planned for one hundred
(100) weeks, wth completron date expected lo be 22 September, 2007 The
Scope of works rncluded constructron of 144 number three bed-roomed houses
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in twenty lout (24) blocks, associated civil work (roads and sewerage);
associated electrical and mechanical works; and high and low level water storage
tanks.

Examination of records showed that there was slow progress of work and the
contractor was unable to complete the work as expected. The contract period
was revised and extended by eighty eight (88) weeks over and above one
hundred (100) weeks and the new completion date was expected to be 30 June,
2009 after considerations by the two parties. However, the contractor defaulted
and failed to meet the new completion time.

The Ministry therefore decided to terminate the contract. By the time the contract
was terminated, only 61% of the work had been completed. However, the
contractor had been paid Kshs.297,354.O59.74 representing 86% of the contract
sum of Kshs.346,658,629.00 indicating an apparent overpayment of
Kshs.85,892,295.00.

On commencement of the contract, the Ministry had paid the contractor an
advance of Kshs.34,665,863.00 against a bank guarantee from a financial
institution on the understanding that the amount would be periodically reduced by
amounts recovered by the Ministry from proceeds of the contract. By the time the
contract was termlnated the Ministry had recovered a sum of Kshs.30,222,854.89
leaving a balance of Kshs.4,443,008.1 1 . The Advance Payment Guarantee
expired on 26 August 2007.

90.1 Contracts for Proposed Completion of 144 Married Quartes - GILGIL

Examination of contract records maintained at Defence Headquarters on the
proposed completion of 144 Married Quarters at Kenyafta Barracks shows that
three contracts were awarded to one contractor at a total tender sum of
Kshs 660,000,000.00 as follows.-

Contract Contract Sum - Kshs Completion Date
Phase I 169,000,000.00 14.O5.2014
Phase ll 221,000,000.00 6.08.2015
Phase lll 270,000,000.00 ln proqress

Tota I 660,000,000.00

90.2 Delay in Completion of Works

An audit inspection of the works carried out during the month of April 20'15
reveals that 144 MQS at Gilgil which was planned to be completed by 30 June
2009, has not been completed due to various reasons:-

(a) Termination of initial contract

(b) Post election violence in 2007/2008

(c) Change of specifications
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(d) New tax regrme of VAT at 16o/o on imported matenals and drrect
wrthholdrng rncome tax resultng rn escalation of constructlon cost.

ln these crrcustances therefore, tt ts evtdent that there was poor financial
plannrng that has increased the prolect's onginal cost of Kshs 346,658,629.00 to
a combrned cost of subsequent contracts awarded totalkng
Kshs 957,354,059 75

ln thrs crrcumstance, therefore, rt rs not posslble to confirm that the value for
money would be obtalned rn the total expenditure of Kshs.957,354,059 75 as
requrred by sectron 68 (1) (b) of Public Frnance Management Act, 2012.

91. Pending Bills

The Finanoal Statements for the year ended 30 June 2015 show that brlls
totallng Kshs.4,1 87,353,000 00 chargeable to Recurrent Vote were not settled
dunng the yeat 2014 / 2015 but were instead carned forward to 2015 I 20'16
Analysrs of pending brlls records show a srmilar trend rn therr management as
follows -

Financial Year Amount
(Kshe.)

201212013 4,463,081,170 85
2013t2014 3,924,997,000 00
2014t2015 4,187,353,000 00

ln addrtron, the Mrnistry has not provrded detarls of payees and the extent of
tndrvrdual debt for the three (3) years Consequently, rt rs not possrble to confirm
the vahdrty and completeness of pending brlls amounhng to
Kshs.4,187,353,000 00; Kshs 3,924,997,000 00; and Kshs 4,463,08'1,170.85
purportedly rncuned dunng three (3) consecutrve financral yearc 201412015,
2O1 3l2O 1 4; and 20 12120 1 3

92. Non-Disclosurs in the Statsment of R6ceipts .nd Payrnent3

The Statement of Receipts and Payments for the year ended 30 June 2015
reflects total payments of Kshs 80,072,421 ,O0O 00, out of whrch payments
totallrng Kshs 73,672,278,000 00, or approxrmalely 92o/o of the totral payments
are shown as a block figure relating to mrhtary expendrture The nature of this
expendrture was not drsclosed rn terms of compensaton of employees, use of
goods and services, transfers to other Govemment unrts, acquisttton of assets
and other payments as required by the lnternatronal Publc Sector Accounhng
Standards (IPSAS) whrch provrdes that payments should be classrfied accordrng
to the nature and their functron, Consequently, rt is not possrble to confirm rts
accuracy and completeness
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MINISTRY OF FOREIGN AFFAIRS

FINANCIAL STATEMENTS FOR VOTE ,I05

Basis for Adverse Opinion

93. Revenue

The statement of receipts and payments for the Ministry reflects total revenue of
Kshs.13,650,088,000.00 for the year ended 30 June 20'15. lncluded in the above
revenue balance is Kshs.767,091 ,000.00 for revenue collected as Appropriation
ln Aid from Visas. other consular Fees and Rental lncome at various missions
and embassies abroad. However, the accuracy and completeness of the
reported revenue could not be ascertained due to the following unsettled and
unreconciled differences: -

93,1 Loss of Revenue

Examination of revenue records at selected misstons/embassies revealed that
revenue collected during the financial yeat 2014 I 2015 is Kshs.285,533,779.00
while the actual revenue reported in the financial statements is
Kshs.214,505,543.00 resulting in a loss of Kshs.71 ,028,236.00.

Diligence check of four (4) Missions / Embassres, revealed loss of revenue
totalling Kshs.137,718,518.00 at London (Kshs.82,369,012 00); Rome
(Kshs.47,434,515.00); Addis Ababa (Kshs 6,316,584 00) and Washington DC
(Kshs.1 ,598,407.00) during the financial year 2013 I 2014.

93.2 Unauthorized refund of Appropriations-ln-Aid

Although revenue records marntained at the Kenya Embassy in Pretoria revealed
that revenue from visa fee amounting to Kshs.1,041 ,637.50 was refunded to the
applicants, there is no original receipt to confirm that Kshs.1 ,041 ,637.50 was
refunded to one hundred and forty one (141 ) applicants.

ln addition, vrsa fees are not refundable; therefore, the Ministry should explain
the basis for the refund if it was not fraudulent.

93.3 Loss of Visa Stickers

Examination of Counter Requisition and lssue Voucher No. 6818954 dated 1 3
February 2015 shows that 5,000 single journey visa stickers were issued to the
Kenya Embassy in Washington DC while verification at the Embassy on 11

September 2015 revealed that 3,000 single journey visa stickers were received
by the mission resulting rn an unexplained loss of 2000 single journey visa
stickers

ln thrs circumstance, it is not possible to confirm that 2.000 single journey visa
stickers were lavtdully used as required by Article 229 (6) of the Constitution.
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93.4 Accuracy of Revenue Collected in Foreign Missiom/Embassieg

Examinaton of Estimates of Revenue, Grants and Loans of the Government of
Kenya for the year ended 30 June 2015 s rn ilem 1420225 that lmmigration Vrsas
and Other Consular Fees are Revenue ltems and not Appropnatrons-ln-Ard as
printed rn the Estmates and Reported in Financial Statements of the Mrnrstry of
Forergn Affarrs and lnternatronal Trade.

Although the Mrnrstry explarns that collected Revenue rs used at source on the
understandrng that budgeted funds rssued consrders Revenue already utllized,
there is no policy document avarled that exempts the Mintstry from use of
conbols developed by the National Treasury

ln addrtron, audrt of the Mrnrstry's Headquarter and a selected sample of forergn
mrssrons/embassres show that Counter Receipt Book Register (CBRB) rs not
updated contrary to sectlon 118 (2) of the Publc Frnance Management
Regulatrons (2015) Consequently, the accuracy and completeness of Revenue
reported rn the Frnancral Statements could not be confirmed

94. Foreign Exchange Lossos/Gains

Records made avarlable for audit in selected Foreign Mrssrons/Embassres
andrcate that exchange loss ansrng from fluctuation of the Kenya Shrlling against
other hard currencres was Kshs.109,217 ,653 30 whrle exchange garn was
Kshs 27,925,602 60 These losses and garns have not been drsclosed in the
financral statements for the year 201 4 I 2015

Further, examinatron of these records revealed that these losses arose ftom the
fixing of exchange rate by the Mrnrstry of Forergn Affarrs through letters Ref'
MFA FIN 2116 dated'l 1 February 20'13 and MFA 501/FlN 2/'16 dated 6 August
2015 rnstead of usrng the prevarling market exchange rates resultrng rn

underfunding the budget of foreign Missrons and Embassres by the srmrlar
amount purported to be losses

No reason has been grven for the basrs of fixing this rate that denres forergn
Mrssron / Embassres funding already approved by Nahonal Assembly, a factor
that could contribute to rnegular use of Revenue and unauthoflzed Re-
allocatrons

ln addrhon, the same rate has been used to mrsrepresent the actual value of
Revenue collected rn foreign currency

95. Purchase of Office Property in Kampala

95.1 Advertisement

The Mrnrstry of Forergn Affarrs and lnternatonal Trade adverttsed for the
purchase of Office Property in Kampala Uganda rn a local darly newspaper
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95.2 Appointment of Technical/ Tonder Processing Committee

The Mrnrstry then appornted a techntcal team tasked to tnttiate the process of
"Procurement of Chancery Burldrng at Kampala" whose professrons rnclude

(i)
(rr)

(irr)

(rv)
(v)
(u)
(vrr)

Procurement Expert
Structural Engrneer
Archrtect
Valuer
Asset Management Expert
Frnance Expert
Hrgh Commrssroner to Kampala

95.3 Characteristica of Property Required

The charactenslcs of the requrred property defined rn the adverhsement were
confirmed by the technrcal team as follows

i) Location - The property should be located rn Kololo
ir) Size of the Plot - The property should be a mtntmum ot halt (112)

an acre or above
n) Accommodatron - The burlding should at least be double stofled

wth a mrnrmum phnth area of 900 square mrtres
iv) External Facilitres - should rnclude guard house, parkrng area etc

or adequate space to accommodate them
v) Servrces - the property should be well serviced wth tnfrastructural

facrlrtres

95.4 Opening of Bids

Twelve (12) brdders responded and their bids were opened on 7 November
2014, after whrch the Technrcal/Tender Processrng Commrttee drsquahfied five
(5) bids on technrcal grounds.

The remarning seven (7) brds were further sub1ected to a finanoal evaluafuon
whrch was carned out on 21 November 2014 and ranked as follows.-

However, the brdder ranked number 6 was later dtsquahfied stnce the property
requrred redevelopment.

Bidder
ranking

Description Bid price (USD)

1 Lowest qualrfyrnq responsrve bid 2,500,000
2 Second lowest quahfying responsrve brd 3,620,000
3 Thrrd lowest quahfyrng responsrve bid 3,650,000
4 forth lowest quahfyrng responsrve brd 3,850,000
5 fifth lowest qual ifyrng responsrve brd

Srxth lowest quahfyrng responsrve brd
3,9s0,000

6' 5,500,000
7 seventh lowest qualifyrng responsrve brd 6,500,000
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The Technrcal/ Tender Processrng Commrttee recommended that the lowest
brdder be awarded the contract at a price of USD 2,500,000 after conlirmatron of
the followrng,

(r) vahdahon by a competent valuer famrliar wrth local property market;

95.5

(ri) due drhgence and conveyance to precede payment to the brdder

(ur) rf due drhgence of the property rs found unsurtable considerabon be
given to other five properties rn order of bid pnce

Award of Purchase Tender

ln response to the draft audrt report addrhonal informalon was made avarlable as
follows. -

(i) A letter from the Mtntstry to Pnnopal Secretary, Mrnrstry of Lands, Ref.
MFA.HSE 9/31A dated 31 December 2014 requeshng for a nomrnaton
of a valuer to provrde an opinron of the likely cunent market pnce of the
property However, the Mrnrstry of Lands nomrnated a burldrng
surveyor instead

( ii) Tender Processrng Committee (TPC)'s basrs for use of a percentage
(%) variance between the brd price and valuation price to rank the brds
for award The Commrftee further explarned that value for money rs
best achieved where there rs least variance between brd pnce and
valuatron pnce

(iii) Mrnute number MFNMT ClO20l2O'14-2015 for the Mrnrstenal Tender
Commrttee (MTC)'s meetng held on 20 February 2015 whrch
approved that the sixth brd valued at USD 6,500,000 is the highest
value for money for the purposes of purchasrng the burldrng

95.6 AuditObservations

\y'y'hereas the expendrture of USD 6,500,000 was sancttoned at the Mtntsterial
level, rt rs noted that the ongrnally intended procurement plan was not adhered to

96. Cash and Cash Equivalents

96.1 UndcEtatement of Cash balance

A further examinaton of these balances reveals understatement and
overstatement of Kshs 672,027 ,243 00 and Kshs 21 ,808,573 00 respechvely
from varrous Mrssions and Embassres.

ln vrew of these rnaccuracres, rt rs not possrble to confirm the correctness of cash
and cash equrvalents balance of Kshs 1,228,765,000 00 reflected in the financial
statements for 2014 / 2015 finanqal year
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96.2 Unauthorized/Dormant Bank Accounts

Audit of financial records maintained at the Kenya Embassy Berlin has revealed
that the Embassy operates three (3) fixed deposit bank accounts with a
combined account balance of Kshs.38,8'17,092.00 as follows: -

A/C NO. Amount (Euro) Amount (Kshs.) @117.50
266014001 90,358.23 10,617,092.00
266014001 1 140,000.00 16,450,000.00
2660140013 100,000.00 11,750,000.00
Total 330,358.23 38,817,092.00

Although the purpose and the nature of transactions relating to these accounts
have not been explained, the Ministry has casually explained that the former
Financial Attache' disappeared with crucial financial records.

96.3 Outstandinglmprest

The financial statements for the year ended 30 June 2015 show that temporary
and standing lmprests totalling Kshs.37 ,737 ,301.50 and Kshs.269,320.00
respectively which ought to have been surrendered or otherwise accounted for,
on or before 30 June 2015 were still outstanding as at that date.

Analysis of the outstanding imprest shows that outstanding imprest is a common
trend in the Ministry's financial statement as follows:

Financial Year Amounts (Kshs)

2012t2013
2013t2014
2014t2015

22,585,372.O0
577 ,201.OO

14.U4.047.00

Although it is a requirement that imprest holders should account or surrender
imprest within seven (7) working days after return to duty station, the Ministry has
not explained reasons for long outstanding imprests.

ln addition, the accounting officer has not recovered the outstanding imprest from
the defaulting officer's salary with an interest, therefore, the Accounting Officer is
in breach of the regulations on imprests.

96.4 BankReconciliationStatements

(i) Examinatron of the Agency bank statement at the Kenya Embassy in
Pretoria for the month of May 2015, revealed that deposits of
Kshs.31,817,748.20 (R 3.230,228.24), werc received in the bank account
but were neither posted in the cash book nor reflected in the bank
reconciliation statement.
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(ii)

( iii)

Examrnaton of the Recurrent Account Reconclliatron statement for the
month of May 2015 revealed that payments rn bank statement not in
cashbook amountrng to Kshs 10,096,743 90 (R 1, 025,050 14) rncluded in
that month's reconcrhaton statement were excluded from the month of
June 2015 reconcrhatron statement No documentary evtdence was
provided to support the clearance or exclusron of the balances from the
June 2015 reconcrhahon statement.

The Bank Reconcrliatron Statements for the mrssron for both Recunent
and Agency Accounts for the month of June 2015 revealed long
outstandrng reconcrling ttems amounting to Kshs 54,442,8U 09 whrch
have not been cleared As a result, the accuracy ofthe bank reconqltataon
statements as at 30 June 2015 could not be ascertatned.
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MINISTRY OF HEALTH

FINANCIAL STATEMENTS FOR VOTE I08

Basis for Qualified Opinion

97. Cash and Cach Equivalents

97.1 Un-surrendered Old Deposit Balances from Former Ministries

lncluded rn the statement of financral assets as at 30 June 2015 rs cash and
cash equrvalents amount of Kshs 93,169,865 50 out of which a deposit amount
of Kshs 9,662,670 95 had no supportrve documentary evrdence. ln the absence
of supporting documents, the accuracy and vahdity of the deposrts' balance could
not be confirmed

Further rnformation revealed that deposrts totalrng Kshs 10,956,1 14,687 that
were held rn former Mrnistnes of Medical Services and Mrnrstry of Pubhc Health
and Sanrtatron (whrch merged to form Ministry of Health) were never transferred
to the new deposfi account contrary to Treasury Crrcular No AG/CONF 17101165
dated Septembet, 2013 whrch requrred deposrts rn former Mrnrstfles to be
analysed and transferred to new accounts,

97.2 Bank Reconciliation - Deposit Account

The bank reconcrhahon statement for the deposrt cash book as at 30 June 2015
reflects payments in cash book not recorded in the bank stiatement totaling
Kshs 3,239,840 34 whrch rnclude an amount of Kshs.796,853 80 rn respect of
stale cheques No reason has been grven for farlure to replace the cheques or
have them credrted back rn the cash book The statement also reflects receipts
rn the bank statement not recorded rn the cash book totahng Kshs 14,259,210 45
out of whrch an amount of Kshs 38,176 has been outstandrng for more than srx
months. No reason has been given for delay rn entering the amount rn the cash
book The statement further reflects payments an bank statement not rn cash
book totahng Kshs 3,088,959 25 out of whrch Kshs 2,160,7O1 has been
outstandrng for more than six months. No reason has been provrded for the
delay rn recordrng these payments rn the cash book Also the statement reflects
recerpts of Kshs,2,424,362,64 rn the cash book but not recorded rn the bank
statement As rn the prevrous instance, no explanaton has been grven for the
rnordrnate delay

97.3 Bank Reconciliation - Recurrent Account

The bank reconcrhatron statement for the recurrent cash book as at 30 June 2015
reflects payments rn cash book not recorded in the bank statement (unpresented
cheques) totahng Kshs 589,908,796 whrch include stale cheques amountrng to
Kshs 226,185,755 23 No reason has been given for farlure to replace or reverse
them rn the cash book. The statement also reflects recerpts rn the bank statement
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not recorded in the cash book totahng Kshs 230,952,169 15 out of which
Kshs 187,606,758 has been outstanding for more than srx months No reason
has been given for delay tn updattng the cash book The statement also reflects
payments rn bank statement not tn cash book totiahng Kshs,751,403,494 35 out
of which Kshs 547,394,511,13 has been outstandrng for more than six months
No reason has been provrded for the delay rn recordrng these payments tn the
cash book Also, the statement reflects recerpts of Kshs.49,703,450 78 tn the
cash book but not recorded rn the bank statement As tn the prevtous instance,
no explanailon has been grven for the inordtnate delay

97.4 Bank Reconciliation - Development Account

The bank reconqliation statement for the development cash book as at 30 June,
2015 reflects payments rn cash book not recorded tn the bank statement
(unpresented cheques) totahng Kshs 231,361,480.77, whrch include stale
cheques amountng to Kshs.196,861,199 10. The cheques have not, however,
been replaced or reversed in the cash book and no reason has been given for
the anomaly.

The statement also reflects recetpts rn the bank statement not recorded tn the
cash book totahng Kshs.12 ,2O1,878.40 out of which Kshs 1,329,835 85 has been
outstandrng for more than srx months No reason has been grven for delay rn
updatrng the cash book

The statement also reflects payments rn bank statement not tn cash book totaling
Kshs 233,066,610.58 out of whrch Kshs 228,732,931 10 has been outstandrng
for more than srx months No reason has been provrded for the delay tn
recordrng these payments rn the cash book

Further, the statement reflects recerpts of Kshs 5,373,247.O5 rn the cash book
but not recorded rn the bank statement As tn the previous tnstance, no
explanahon has been grven for the lnordtnate delay

Consequently, the cash and cash equrvalents balance of Kshs 93.169,865 50 as
at 30 June 2015 could not be confirmed

98. Outstandinglmprest

The statement of assets and habilihes reflects outstandrng tmprests totaltng
Kshs.26,8'18,240 whrch ought to have been accounted for on or before 30 June
2015 but were strll outstanding lt was also observed that vaflous officers were
rssued wth new rmprests before accounting for the prevtous ones contrary to
Government Frnancral Regulations and Procedures govemtng the tssue of
rmprest

99. Authority to lncur Exponditure lssued to KEMRI

The statement of receipts and payments reflects expendtture on acqutsttton of
assets of Kshs 1,789,036,840 95 lncluded rn thrs rs an amount of

49



Kshs.224,000,000 in respect of Authority to lncur Expenditure issued to KEMRI
during the year under review. However, no expendifure returns have been
availed for audit verification in support of this expenditure. Consequently, it has
not been possible to confirm the propriety of the expenditure of
Kshs.1 ,180,986.824.

100. UnsupportedExpenditure

The statement of receipts and payments further reflects total expenditure of
Kshs.39,281 ,413,214. lncluded in this balance is an expenditure amounting to
Kshs.178,025,962 whose payment vouchers and other related supporting
records were not availed for audit review as detailed in the following table.

ln the absence of supporting payment vouchers and other records, the propriety
of the expenditure of Kshs.178,025,962 forming part of the total expenditure of
Kshs.39,281 ,413,214 in the statement of receipts and payments could not be
confirmed.

l0l . Pending Bills

Records maintained by the Ministry of Health indicate that bills totaling
Kshs.4,791 ,655,574 were not settled during the year 201412015 but were instead
carried fonrvard lo 201512016. Had the bills been paid and the expenditure

Compongnt
in financial
statemenls

Sub
compong
nt

Naturs of
orponditur€

Total
Component
amount
(Kshs)

Sub
compongnt
amount
(K8h3)

Supported
(K3hs)

Un-
Bupported
(K3hs)

Non-current
assets

Moi
Teaching
and
Referral
Hospital

Civil works

1.180,986,824

225,177,436 92,524,945

12,250,920

Non-cunent
assets

POecl
manageme
nt unil

Civilworks 51.095.998

Non-current
assets

District
health
services

Civil works

48.888.303

Non-current
assels

Mental
heatth
services

Civil works 20,377,270

Non-cunent
assets

National
Quality
Control
Laboratory

Equipment

669.081,288 623,707.817

20.614.321

Non-cunent
assets

Spinal
lnjury
Hospital

Equipment 24,7 59,150

Total
1, t80,986,E24 494,2fi,721 716,232,762 178,025,962
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charged to the account fot 201412015 the statement of recetpts and payments for
the year would have reflected an rncreased deficrt of Kshs 4,869,625,142 rnstead
of Kshs 77,969,567 75 shown in the statement of recerpts and payments.

102. Stalled Project - Proposed Upgrading of Othaya DirEict Hospitat
Phase I

As prevrously reported, the Ministry awarded a contract for the upgradrng of
faohtres at Othaya Sub Distrrct Hospttal to a local constructron firm at a pnce of
Kshs.436,300,798 8O whrch was later revrsed to Kshs 501 ,745,918 50. The
rnrtal completron penod was 85 weeks but was extended to 123 weeks wlth new
completon date berng 25 October, 2012 A status report dated 21 February,
2014 rndrcates cumulatrve payments of Kshs 501 ,745,917.70 representing 99.9%
of the revised contract sum of Kshs 501,574,918 70 At the hme of the audrt, 192
weeks had elapsed, whrch was 69 weeks over and above the contract penod of
123 weeks.

The Minrstry reported an expendtture of Kshs 3,911,981 for constructuon of
Othaya sub-drstnct hosprtal whrch accumulated to Kshs 578,542,747 as at 30
June 2015 which, when compared agatnst the in(tal contract value of
Kshs 436,300,798 gives nse to a vanaton of Kshs 142,241,948 which rs about
33% that has not been supported. lt was further noted that the above vanahon
excludes a 10% reduchon rn scope of work which rf consldered wll gtve variaton
of upto 43% at the close of the finansal year No project progress reports have
been avarled for audrt revew

Desprte this apparent overpayment, the followrng works were outstandtng

(a) Floor tlhng and groutng
(b) Wall hllrng
(c) Wndow glazrng
(d) \Mndow stays and fasteners
(e) Cerling
(f) Frxrng of door leaves, locks, and glazrng
(g) lnternal and external parntrng
(h) Ramp and staircase finrshes
(r) Worktop and counter finrshes
0) Road drarnage
(k) Medrcal gas rnstallatron

An rnspechon of the project rn November 2015 revealed that the contractor and
subcontractors were not on site Although it is tndrcated that the proJect had been
termrnated on a mutual agreement no documentary evtdence was made
avarlable for audrt venficatron Further, no evrdence has been provlded that the
performance guarantee had been recalled and drscharged agatnst uncompleted
works-
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Further information shows that the directorate gave an estimate for completion of
outstanding works as Kshs.272,500,000. Though the Ministry put a request to
National Treasury for funding, Treasury responded by advising that health was a
devolved function and therefore Nyeri County should take over. Consequently, it
was not possible to ascertain whether the Government obtained value for money
for the expenditure of Kshs.578,542,747.

Other Matter

103. Budget Control and Performance

The Ministry of Health had an approved total budget of Kshs.s4,107,049,563.00
voted for the financial year 2014/2015 comprising of Kshs.29,259,165,573 for
recurrent vote and Kshs.24,847,883,990.00 for development vote. This was an
increase of Kshs.8,893,595,443.00 or approximately 19.7o/o compared to
financial y eat 2O1 31201 4.

The budget absorption was as follows

Although the recurrent budget absorption and utilization rate was above three
quarters i.e 80%, the budget utilization rate for the development budget was just
slightly above half i.e. 63%. The implication of this is that almost half of the
budgeted development programmes were not implemented.

104. Ethnic Composition of Staff

The Ministry did not provide the summary of ethnic composition of its staff. lt was
therefore not possable to confirm whether the Ministry has complied with Section
7 (1) and (2) of the National Cohesion and lntegration Act, 2008 which requires
all public establishments to seek to represent the diversity of the people of Kenya
in employment of staff and that no public establishment shall have more than one
third of its establishment from the same ethnicity community.

Item Budgeted
Allocation
2014t201s

(Kshs)

Actual
2014t201s

(Kshs)

Under
Absorption

(Kshs)

Absorption
rate

Recurrent 29,259,165,573 23,609,440,324 5,649,725.249 80
Development 24,U7,883,990 15,671 ,972,890 9,175,91 I ,100 63
Total 54,107,049,563 39,281,413,214 14,825,636.349
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DONOR FUNDED PROJECTS

EAST AFRICA PUBLIC HEALTH LABORATORY NETWORKING PROJECT
CREDIT NO.4732.KE

Unqualified Opinion

There were no matenal rssues noted dunng the audrt of the financial statements

GAVI HEALTH SYSTEMS STRENGTHENING PROJECT

Basis for Disclaimer of Opinion

105. Deficit brought forward

As reported in 2013114 audrt report, the statement of recerpts and payments
reflected a balance of negatrve Kshs 2,604,445 60 as at 30 June, 2013 whrle the
cash book balance camed forward as at the same tme reffected a bank balance
of Kshs U4,41O.65 A revrew of the posrtron rn the financial year 201312O'14
showed that the deficrt was cleared during that year However, no documentary
eudence was availed to explarn how the deficrt of Kshs.2,604,2145 60 was
cleared lt rs therefore not possrble to confirm the vahdrty of these balances rn

the fi nancral statements

106. Bank Balances

As reported n 201312014, the statement of assets and labrlrtres as at 30 June
2015 reflected a bank balance of Kshs M4,993 However, the bank confirmatron
certificate and bank reconcrhatron statement rn support of the balance of
Kshs 644,993 have not been avarled for audrt revew. Consequently, the vahdrty
and accuracy of the bank balance of Kshs 644,993 00 could not be ascertarned

GLOBAL FUND MALARIA ROUND 4 (GRANT NO. KEN-.T05-GO6-M)

Unqualified Opinion

There were no matenal rssues noted rn the audrt of the finandal statements

GLOBAL FUND MALARIA ROUND 1O GRANT NO. (KEN.OI1.Gl3.M)

Unqualified Opinion

There were no matenal assues noted rn the audit of the finanqal statements
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KENYA HEALTH SECTOR SUPPORT (EMMS COMPONENT 2) PROJECT
(tDA NO. 4771-KE AND 5034-KE)

Unqualified Opinion

There were no matenal rssues noted rn the audit of the finanqal statements

oUTPUT BASED APPROACH (OBA) PROJECT CREOTT NO.201065853

Unqualified Opinion

There were no material rssues noted in the audtt of the financral statements
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MINISTRY OF LANDS, HOUSING AND URBAN
DEVELOPMENT

FINANCIAL STATEMENTS FOR VOTE 111

Basis for Qualified Opinion

1O7. Fuel Consumption

lncluded rn the use of goods and servrces balance of Kshs 2,843,785,974 an the
statement of recerpts and payments for the year ended 30 June 2015 ts fuel, orl
and lubncants amounbng to Kshs 13,271,359 However, revrew of documents
rndrcated that seven (7) payment vouchers totahng Kshs 2,812,723 for lhe
purchase of fuel by the Mrnrstry could not be confirmed due to lack of fuel
regrsters Further, payment vouchers totalng Kshs 4,515,020 in respect of
supply of fuel oil, lubncants and cookrng gas could also not be traced ln the
crrcumstances, the propnety of the expendifure amountrng to Kshs 7 ,327 ,7 43
rncluded under the use of goods and serytces tn the statement of recetpts and
payments for the year ended 30 June 2015, could not be confirmed

'108. lnaccuracias in the Financial Statement

lncluded rn the use of goods and servrces balance of Kshs 2,843,785,974 in the
statement of recerpts and payments for the year ended 30 June 2015 is
expendrture for rentals of produced assets amounttng to Kshs 122,010,9'12
lncluded rn thrs expendrture is Kshs 19,343,501 whrch relates to office and
general supphes and servrccs but whtch was charged to rentals of produced
assets. Consequently, the account totals for the office and general supphes and
servrces and that of rentals of produced assets are mrsstated by
Kshs 19,343,501 for the year ended 30 June 2015

109. ConsultancySorvices

lncluded under acqurston of non-financral assets rn note 18 to the financral
statements rs expendrfure for research, studres, project preparatron, desrgn and
supervrsion amountng to Kshs631,999,169 However, e€ht (8) payment
vouchers rn respect of consultancy servrces under thrs rtem amountrng to
Kshs,198,016,041 and reflected in the general ledger were not availed for audat
review ln the absence of the payment vouchers and other support documents,
the propriety of the expendrture totahng Kshs 198,016,041 rncluded rn the
acqursitron of non-finanqal assets rn note 18 to the financral statements for the
year ended 30 June 2015 could not be confirmed

110. Construction and Civil Works

lncluded under note 18 to the financral statements, rs constructton and ctvil works
balance of Kshs 7,080,434,098 Thrs amount rncludes Kshs 526,324,508 berng
transfer to Kenya Munropal Pro,ect and whrch had not been remrtted by the end
of the financial year ln view of the above, rt has not been possrble to confirm the
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accuracy and validity of the balance for construction and civil works of
Kshs.7,080,434,098 for the year ended 30 June 2015.

111. Overhaul and Refurbishment of Construction and Civil Works

lncluded under acquisition of non-flnancial assets in note 18 to the financial
statements is overhaul and refurbishment of constructron and civil works of
Kshs.851,818,580 as at 30 June 2015. lncluded an this figure are payments
amounting to Kshs.437,22'1 ,281 for the construction of bus parks and stadiums
across the country. However, information on the current status of these projects
was not availed for audit review. Further, payment vouchers amounting to
Kshs.58,681,166 were not availed. ln addition. included in the amount is also a
transfer of Kshs.'l 17.000,000 whose supporting documents were not availed for
audit review.

Under the circumstances, the balance for overhaul and refurbishment of
construction and civil works of Kshs.8s1 ,818,580 could not be confirmed.

112. Accounts Payable - Deposits and Retentions

The statement of assets reflects accounts payable - deposits and retentions of
Kshs.1,726,622,234 as at 30 June, 2015. However, this figure does not include
deposits from Urban Development Department and Department of Public Works
amounting to Kshs.66,1 98 ,441 and Kshs.7 ,252,776 respectively. The Ministry
has not explained these anomalies. Under the circumstances, it has not been
possible to ascertain the accuracy of accounts payable - deposits and retentions
amount of Kshs. 1,7 26,622,234.

113. Employment of Casuals

ln 201412015 financial year, the Ministry engaged casuals to do various activities
within the Ministry. Payment vouchers examined in respect of payments to
casuals amounted to Kshs. 16,538,000. However, the records available indicated
that the approved expenditure for the same was Kshs.10,000,000 resulting to an
over-expenditure of Kshs.6,538,000. The Ministry has not provided parliamentary
approval for the excess expenditure.

114. Purchase of Office Furniture and General Equipment

Purchase of office furniture and general equipment in note 18 to the financial
statements stood at Kshs.145,276,445 as at 30 June 20'15. However, schedules
availed for audit review relate to meals and stationery amounting to
Kshs.4,125,000. Further, two (2) ad]ustments by the Ministry of Land, Housing
and Urban Development amounting to Kshs.60,430,875 were not explained nor
payment vouchers produced for audit review. ln the circumstances, the figure for
purchase of office furniture and general equipment of Kshs.145,276,445 could
not be confirmed.
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1 15. Summary of Fixed Assets

The financral statements for the year ended 30 June 2015 drd not rnclude a
summary of fixed assets statement as an annex contrary to the prescnbed
reporting template as rssued by Publrc Sector Accounting Standards Board ln
the absence of this summary of fixed assets, the financral statements are not rn

compliance with the accounting standards.

116. Deposit Account

lncluded rn the stiatement of assets as at 30 June 2015 is accounts payables -
deposrt and retentions balance of Kshs 1,726,622,2U Bank reconqhatron
statement rn respect of this deposrt balance rncludes Kshs 95,899,288 berng
receipts in cashbook not yet rn the bank statement Out of thrs amount,
Kshs63,761,571 has been outstanding srnce June 2014. The Minrstry has not
explained why the above monres had not been banked ln addttron, the entre
amount of Kshs 95,899,288 had not been rncluded rn the Board of Survey report
as a part of the cash rn hand as at 30 June 2015 Further, recerpts in bank not rn

the cashbook amounting to Kshs.423,133,265 35 and payments rn bank not rn

cashbook amountung to Kshs'121,551,619 were outstandrng and no adJustrnent
had been made rn the cashbook ln the crrcumstances, rt has not been possrble
to confirm the accuracy of accounts payables - deposrts' and retentions balance
of Kshs 1,726,622,234 n the statement of assets.

Other Matter

117. Office of the County Director of Housing - Nakuru

117.1 lrregularly Alienated Government Houses

The housrng inventory records maintarned by the County Drrector of Housrng
show that a total of 121 housing units of medrum and hrgh grade houses in
Nakuru have changed ownershrp from Government to pflvate However, no
records were provrded regardrng the drsposal process and the amounts realrzed
from the sale

117.2 Doubtful Cash Transactions

Examrnatron of the expendrfure records revealed that the Department made cash
purchases amountng to Kshs 1,989,860 contrary to the provrsrons of the
procurement regulatons However, these rtems were taken on charge and
rssued out to user sectron The Department also spent a sum of Kshs 359,162 for
the payment of casual workers for the constructon of a wall without evidence of
the relevant dates that they were engaged Physical venfication done on 17
August, 2015 revealed no evidence of such a structure

117.3 Overpayment of Civil Works

The Nakuru Country Drrector of Housrng on 25 March, 2015 entered into
agreement wth a contractor for the constructron of three (3) electncal floor
hghtrng structures rn Jowatho Estate Njoro at a contract sum of Kshs 11,995,205
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The amount included a sum of Kshs.1,577,994 in respect of provisional and
prime costs.

Although the contractor was paid a total of Kshs.1 1 ,995,205, the certificate
attached to the voucher reflected a sum of Kshs.11,410,646 resulting in
overpayment of Kshs.584,559. Further, no documents were provided to support
the payment for the provisional and prime costs of Kshs. 1 ,577,994.

117.4 Unconfirmed Procurement of Machinery Spares and Hardware
Materials

The County Director of Housing paid Kshs.439,000 to a supplier for the
procurement of Hydra Form Equipment spare parts. lt was noted that although
the Local Purchase Order (LPO) No. 1080675 was issued to the supplier on 26
January, 2015, analysis of quotations from bidders was done on 27 January,
2015. Further, a counter receipt voucher was raised on 27 January, 20'15 to
reflect that the items were received. However, there was no evidence that the
spare parts were taken on charge and a job card provided to show that the
repairs had been carried out on the hydro form equipment. Further,
Kshs.494,400 was also paid to the same supplier for the purchase of hardware
materials. However, the items were not taken on charge.

117.5 Payment for House Repairs and Renovation not Undertaken

A local firm was contracted to carry out repairs on four residential houses
namely:- NAKURU/HOU/MG 169 A and B and NAKURU/HOU/MG 171 A and B
at State House, Nakuru, at a total cost of Kshs.1,184,238.

According to the bill of quantities (BQ), repair and redecoration of two of the
houses, NAKU/HOU/MG 169A and B was done at a cost of Kshs.il0,273.
However, physical venfication done on 17August, 2015 revealed that various
fittings and installations costing Kshs.152,900 were paid for but not done.
Similarly, the BQ also indicated that another two of the houses NAKU/HOU/MG
171 A and B were to be repaired and redecorated at a cost of Kshs.543,965.
However, physical verification revealed that no work was done.

ln the circumstances. the propriety of the payments amounting to
Kshs.6,141 ,840, and ownership status of 121 housing units under the County
Director of Housing in Nakuru could not be ascertained.

118. Budgetary Controls and Performance

The Ministry of lands, Housing & Urban Development had a total budget of
Kshs.29,706,194,169 voted for the financial yeat 201412015 comprising of
Kshs.25,307,196,242 for Development and Kshs.4,398 ,997 ,927 for Recurrent
expenditure. This was an increase of 35.42o/o compared lo 201312014 financial
year budget of Kshs 21,935,078,040
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The budget absorpton was as follows

ln view of the above, the Minrstry failed to utrhze funds totahng
Kshs,1 1 ,165,447 ,875 out of whrch Kshs 10,91 9,423,692 relates to development
projects. Farlure to utrlize funds for development is an rndrcabon of stagnatron of
development agenda in the Country and may impact negatively on citrzens'
standards of hvrng,

1 19. Ponding Bills

As disclosed n nole 27 1 to the ftnancral statements, the Mrnrstry of Lands,
Housrng & Urban Oevelopment had a total of Kshs 3,7M,991,723 as pendrng
brlls whrch were not settled as at 30 June 2015 but were carned forward to
201512016. Had the bills been pard and the expendrture charged to the account
for 2014120'15, the statement of recerpts and payments for the year would have
reflected a reduced surplus from Kshs 1 52,494,510 to a deficrt of
Kshs 3,552,500,213

My oprnron rs not qualified rn respect to these mafters

REVENUE STATEMENT

Basis for Disclaimer of Opinion

12O. Collection of Land Rent by KRA on Behalf of the Ministry

As shown rn note 8 to the revenue statement, Kenya Revenue Authoflty collected
and remrfted Kshs 1,M5,285,832 34 to the Nahonal Treasury dunng the year
ended 30 June, 2015 However, as reported rn the prevrous year, the Agency
agreement between the Mrnrstry of Land, Housrng & Urban Development was not
avarled for audrt revrew for confirmaton of specrfic terms and condrtrons of the
agreement. Further, it was noted that schedules prepared and submrtted by the
Kenya Revenue Authonty rn support of the above collectron amounted to
Kshs 1,059,989,128 09 The resultant drfference of Kshs 14,703,295.75 between
the two sets of records has not been explarned or reconciled ln the
crrcumstances, rt has not been possrble to confirm the accuracy and vahdrty of
property rncome collected by KRA amounting to Kshs 1,045,285,832 34

Itm Budgetrd
Allocations

20142015
Actual

201lt2015

Undcr
Ab!orption Absorption

ln oL
As'h ol

Tot l
Erp€ndituru

Recunenl 4.39E,997.927 1,152,973,74i- (246,021,1E3t 94 il1 224

Development 25,307,196,242 11,367 ,772,550 (10,919,423,692) 56 85 776

Total 29,706,194,'169 1E,5,a0.746.29.1 (11 ,165,417 ,875) 625 100
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121. Arrears of Revenue

As reported rn the prevrous year, the stiatement of revenue for the year ended 30
June, 2015 does not reflect anears of revenue and revenue abandoned, as
requrred by Public Finance Management Ad.,2012 Secton 82(2) and the Publc
Audrt Act, 2003 sectron 5 2 (b) Consequently, rt has not been possrble to
estabhsh the status of arrears of revenue outstandtng as at 30 June, 2015 in the
Mrnistry of Land, Housrng & Urban Development.

122. Revenue transferred to the Exchequer

The statement of revenue rndtcates that Kshs.2,076,413,151 50 was transferred
to the Exchequer account dunng the year ended 30 June, 2015 However and
as reported rn the prevrous year, records malntatned by the Controller of Budget
rndicates total recerpts of only Kshs 1,587p72,620 25 resultrng tn an unexplatned
and unreconcrled variance of Kshs 488,440,531.25 Consequently, the accurary
of the amount fansfened to the exchequer account of Kshs 2,076,413,151 50
could not be confirmed

123. lnventory of Government Buildings & Houses

The statement of revenue rndicates that Kshs. 1 , 188,337,962 was recetved as
property income for the year ended 30 June, 2015 out of which 135,212,667
represents rent collected ftom government bulldings However, the Mtntstry had
not provrded an updated inventory of all government butldtngs and houses as at
30 June, 2015 and the expected rential rncome from each house/burlding.
Consequently, rt has not been possrble to establish whether all rental rncome due
from Government burldrngs and houses was recerved and accounted for

124. Missing Receipt Vouchers

Recerpt vouchers wth a value of Kshs 813,305 were not avalled for audlt
verificatron Actual revenue collected tn these vouchers could, therefore, not be
confirmed

125. Under Banking of Revenue Collections

A revrew of revenue collecttons and bankrng revealed that there was under
bankrng of revenue amountrng to Kshs 5,024,942 The Mrnrstry has not
explained the reason for the under banktng and the actton tt ts taktng to recover
the same Consequently, rt has not been possrble to confirm that revenue
collected was banked rntact as requrred by Government Financral Regulattons
and Procedures

126. Un-roconciled Difference Between the Cash Book and the Revenue
Statement

The revenue statement reflects total revenue of Kshs 3,030,107,51 1 as at 30
June, 2015 However, the cash book tndtcates total revenue of Kshs 516,596,754
as at the same date. The resultant drfference of Kshs.2,513,510,757 between the
two sets of records has not been explarned or reconcrled ln the qrcumstances,
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the accuracy of the revenue amount of Kshs 3,030,107,511 could not be
confirmed.

AGRICULTURAL SETTLEMENT FUND TRUSTEES

Basis for Disclaimer of Opinion

127. FinancialPerformance

Dunng the year under revrew, the Fund reahzed a defiot of Kshs.122,938,690
compared to a deficrt of Kshs 2,269,555,715 rn the prevrous year resultrng in an
accumulated deficrt of Kshs 2,161,O47 ,247 (2013/14 Deficrt
Kshs 2,038,108,557) lf strategies are not put in place to reverse the trend, the
Fund wrll experience finanoal challenges rn fulfilhng its mandate.

128. Non-CurrontA3sets

The Fund's statement of financial posrtion as at 30 June 2015 reflects a balance
of Kshs 6,695,429,709 for Non-cunent Assets lncluded rn the figure rs land and
burldrngs, and fixed and movable assets wth a value of Kshs 6,484,249,278 and
Kshs 38,680,430 respectively whose support schedules were not avarled for
audrt revrew Further, no fixed assets register was marntarned for these assets
during the year Failure to provrde rnformatron showng details on land acreage,
location and valuatron makes rt rmpossrble to confirm ownership, existence and
value of land and other assets. Consequently, rt was not possrble to confirm
ownershrp, exrstence, and value of land, and fixed and movable assets shown rn

the statement of financral posrton

129. Loans

As reported rn the previous year, the statement of financral positron under Note
10 reflects under current assets (recervables from non-exchange transactions)
and non-current habrlrtes the followrng loan balances for whrch loan regrsters and
other related records were not avarled for audrt review

Loan
Amount
(Kshs.)

(Current AErets)

Land Loans lssued
Development Loan lssued
Rescue Loan lssued
Land Loans Pnncipal Billed
Rescue Loans Pnncrpal Brlled
Development Loan Princrpal Brlled

280.142,464
231,832,A77

550,019
(ss6,ss5,792)

(240,198)
(189,040,348)
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The existence and accuracy of these balances could not be confirmed due to
lack of loan registers and other related records in spate of the balances having
been outstanding for more than two years.

130. UnanalysedBalances

The statement of financial position reflects various balances under current
assets, current liabilities and changes in net assets which were not availed for
audit review:

Current Assets (Receivables from no+xchange contracts - Note 10)
Amount
(Kshs)

Current Liabilities
(Trade & other payables from exchange transactions - Note 12)

Cane Development Costs Suspense
Other Recoverable Expenses
Other Debtors - Debtors General
Trade lnvestment
Advances

Suspense (Debits)
Agency Accounts (Debits)
Billed Amounts - Settlers
Loan Repayment - Collection

Suspense - Credit ltems
Reserve for Bad Debts
Provisions
Refundable Deposits from Customers
Other Creditors
Accrued lnterest on Loans
Funds drawn from Treasury/Deferred lncome
Agency Accounts (Credit)

Long-Term Liabilities (Borrowing - Note 13)
Loans Received
Loan Repayments

(5,1 39,967)
9,820,460

32,349,238
59,263,387
10,563,918

64,507,005
257.000

1.954,U9.124
(1,984,667,787)

(122,968,081)
6,602,797

'1 1,676
88,917,265

3,150,139
10,400

5.153.814
(41,850)

362,251 ,618
(u7.986.482)

ln the absence of supporting details, it was not possible to ascertain the
existence, accuracy and validity of these balances.
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CIVIL SERVANTS' HOUSING SCHEME FUND

Basis for qualified opinion

l3l. Cash and cash equivalents

The statement of financral posrtron reflecb cash and cash equrvalents of
Kshs 1 ,785,355 ,732.75 as at 30 June 2015 lncluded in the figure rs
Kshs 949,247 relatrng to recerpts from indivrduals which were recorded tn the
cashbook but not credited rn the bank statement Although the recerpts are over
six months old, they shll appear as reconcihng rtems ln the bank reconcrlaation
statement ln the crrcumstances, rt was not possrble to confirm the accuracy and
the valrdrty of cash and cash equivalents balance

KENYA SLUM UPGRADING, LOW COST HOUSING AND INFRASTRUCTURE
TRUST FUND

Bacis for qualified opinion

132. Property, Plant and Equipment

lncluded in the statement of financral posrtron rs property, plant and equrpment
balance of Kshs,1,669.480,823 This rtem includes undrsclosed amount of other
propertres amountlng to Kshs 33,433,455 85 held at county level and whrch do
not belong to the Fund Although the Fund has used funds to upgrade these
propertres, the ownershrp remarns wth the county governments lt rs, therefore,
not possible to confirm the ownershrp status of property, plant and equrpment of
Kshs 1,669,480,823

133. lnt€rest income

lncluded rn the statement of finanoal performance rs rnterest rncome amounting
to Kshs.7,234,614.65 whose supporting schedules and analysrs were not avatled
for audit venficabon. ln the absence of the supporting schedules and analysrs, rt
has not been possible to confirm the accuracy of the interest income of
Kshs 7,234,614.65 shown rn the statement of financral performance.

STORES AND SERVICES FUND

Basis for Oisclaimer of Opinion

134. Pr6entataon of the Financial Statemenb

The Stores and Servrces Fund's financral statements for the year ended 30 June,
2015 have not been properly prepared rn accordance wth the lnternational
Publc Sector Accounbng Standards (Cash Basrs), whrch rs prescnbed by the
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Public Sector Accountrng Standards Board as the accounbng framework to be
used by public sector entrtres tn the preparatton of their annual financial
statements

The financial statements have, rnstead, omttted the preparaton and presentation
of the statement of finanoal performance, statement of financial posttton wth
explanatory notes, and the srgnrficant accountng policies used.

135. Un-settled Losses

The statement of assets and habtltttes reflects un-settled losses of
Kshs 219,901,247 28 as at 30 June 2015 There was, however, no breakdown or
even an explanatron of how the figure was arnved at Although there ts a note
explarnrng that the losses are as a result of public auction of absolute stores, no
records have been avarled to that efiect. Consequently, the accuracy and vahdrg
of the amount reflected rn the statement could not be ascertatned.

'136. Debtors' Balance

As simrlarly reported n 201312014, the statement of assets and liabilrtres reflects
debtors account debrt balance of Kshs 64,738.834 29. out of whrch an amount of
Kshs 64,069,466 44 relates to 201212013 and earlier years lt has not been
possrble to confirm whether or when the Fund wll recover these debts. Any
provrsion that would have been necessary rn relation to thts uncertainty has not
been rncorporated rn these financial statements As a result, the valuatron,
accuracy and collectabilrty of the debtors' balance of Kshs.64,738,834 29 could
not be ascertarned

137. UnsupportedBalances

The statement of assets and habilattes reflects supphes branch suspense and
PMG accounts debit and credtt balances of Kshs 482,983,865 58 and
844,003,800.33 respecbvely for which, as In previous years, supporttng
schedules were not avarled for audrt review Consequently, tt has not been
possrble to ascertarn the vahdity, accuracy and completeness of these balances
as reflected rn the financial statements

'138. Mark-up Suspense

The statement also rellects a Mark - up Suspense credit balance of
Kshs 46,574,470.89 whrch has had no movement for five years, and whose
supportrng analysrs has not been availed for audtt review

139. UnexplainedDifference

The financial statements also reflect stores defictency of Kshs 130,302,958 04
whrle the bral balance reflects a balance of Kshs 128,825,953, resulhng rn an un-
reconciled drfference of Kshs 1,477,005 04
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14O. lnter€tores ClGing Stock

The statement of assets and lrabrlrtres had a balance of Kshs 2,593,074 50 berng
the value of rnter-stores closing Stock while the tnal balance had a nrl balance
Consequently, rt was not possrble to ascertarn the accuracy of the reported
balance of Kshs 2,593,074 50 of rnter-stores closrng stock

'141. Creditors'Balance

The statement of assets and habrlrties also reflects credrtors' balance of
Kshs 9,163,400 However, the accompanyrng rnvorces relatrng to the respective
purchases have not been avarled for audit revrew. Consequently, rt has not been
possrble to confirm the vahdrty and accuracy of Kshs 9,163,400 shown in the
financral statements

142. Cash at Bank

lncluded in the statement of assets and habrlrtes rs a cash at bank balance of
Kshs.224,741,758 which was the balance as per bank statement as at 30 June,
2015 However, the balance of Kshs 224,741,758 has not taken rnto account
unpresented cheques and uncredited cheques/bankings amountng to
Kshs.8,223,681 10 and Kshs 442,042 respectively Further, the cash at bank
balance has not taken into account the effects of RD cheques totallng
Kshs 581,361 40 Consequently, rt has not been possrble to establish the
accuracy of the cash at bank balance ol Kshs 224,741,758

143. Closing Stock

The statement of assets and habrhhes has a balance of Kshs 128,342,508 berng
the value of the marn store's closrng stock However, nerther stock sheets and
stores ledger were not provided for audit revrew Consequently, it was not
possrble to ascertarn the completeness, vahdrty and accuracy of the closrng stock
balance of Kshs 128,342,508

DONOR FUNOED PROJECTS

KENYA INFORMAL SETTLEMENTS IMPROVEMENT PROJECT (IDA CREDIT
NO.4873-KE)

Unqualified Opinion

There were no matenal rssues noted dunng the audrt of the financral statements
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KENYA MUN|CIPAL PROGRAMME (rDA CREDTT NO.4714-KE)

1U. Oubtandinglmprests

lncluded rn outstandrng imprests and advances figure of Kshs.304,054,862 under
Note 8 8c to the finanqal statement rs outstandrng rmprests of Kshs 8,495,542
due from vanous staff and other pubhc officers as at 30 June 2015 Further,
rmprests totallng to Kshs 1 ,1 36,875 were over due from sentor state officers and
publlc servants among other staff who are not employees of the programme
rmplementer and date back to ?01212013 finanoal year No satisfactory
explanations were provrded as to why the over due outstandrng rmprests totalltng
Kshs 1,136,875 were not recovered from the state officers Farlure to sunender
imprest is contrary to the Natronal Treasury crrcular No. 1412013 dated 19
November 2013 whrch requires lmprest to be surrendered or accounted for withrn
48 hours following return ftom officral joumey and Secton 71(2) of Pubhc
Financral Management Act, 2012 The management was therefore in breach of
the law.

KOROGOCHO SLUM UPGRADING PROJECT.KENYA/ITALY OEBT FOR
DEVELOPilTENT SWAP PROGRAmiIE (CREDTT NO. CN/1246)

Basis for Qualified Opinion

'145. Acquisition of Non-Financial Assets

As rndrcated rn the preuous year the Prolect Management awarded a contract for
rehabilitahon of access roads rn Korogocho Slums Narrobr to a contractor at a
contract sum of Kshs 183,636,646 on 4 Decembet 2012 The commencement
date of the contract rs rndrcated as December 2012 wlh a complehon date shown
as 30 June 2014 which was later extended to 18 August 2015. Dunng the year
under revrew, a total of Kshs 57,950,318 50 was rncurred on the proJect resulting
to total payments of Kshs 169,923,703,25 as at 30 June, 2015 However,
physrcal rnspecton of the prolect rn the month of August 2015 revealed that the
work was incomplete and some parts had stalled due to encroachment and
buildings standrng on road reserves. lt was further noted that some tenants had
filed a case in court agarnst demolrton of the burldrngs

ln the qrcumstances, rt has not been possible to confirm tf and when the project
wll be completed

NA|ROB| METROPOLTTAN SERVTCES TMPROVEMENT PROJECT (NAMStp)
- (cREDrT NO.5r02-KE)

Unqualified Opinion

There were no material rssues noted dunng the audtt of the financral statements
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\

MINISTRY ON INFORMATION, COMMUNICATION AND
TECHNOLOGY

FINANCIAL STATEMENTS FOR VOTE 1I2

Basis for Qualified Opinion

146. Legal Fees

lnformahon avarlable at the Mrnrstry rndrcates that on 18 September 2006 the
Government of Kenya was sued rn the High Court of Justrce (Queens Bench
Drvrsron) England on Anglo Leasrng related contracts The Mrnrstry of
lnformatron, Communrcatron and Technology wrth the authonty of the Attomey
General srngle sourced and appornted a law firm to represent the Mtntstry in the
Hrgh Court of Justrce (Queens Bench Drvrsion London) The apporntment of the
Law firm was done on the understandrng that the Mrnrstry would be responsible
for ensunng that reasonable professronal fees were agreed upon, taxed and
pard, The Mrnrstry deposrted Kshs.4,000,000 rn the Advocates account rn
respect of legal fees Thereafter the Legal firm wth the authoflty of the Ministry
engaged the servrces of another Law firm rn England for the purpose of
defendrng the Government of Kenya. Documents avarlable rndicate that the
Kenyan Law firm filed a brll of costs before the Commercral Court at Mrllani on 22
December 2009 agarnst the Attorney General on behalf of the Mrnrstry of
lnformatron, Communrcation and Technology The Minrstry filed rts submrssron on
14 November 2011 opposrng the said brll of costs The matter was heard and a
ruling dekvered on 13 February 201 3 drsmissrng the brll of costs and awarded the
applcant the Kenyan Law firm Kshs.4,000,000 that was earher deposrted rn therr
account as sufficrent for the advrsory work done for the Mrnrstry on Anglo Leasrng
related contracts

The law firm whrch was aggneved by the Commercial Court's decisron, filed an
appeal in the Hrgh Court on 7 March 2013 and Judgement was made on 31
October 2013 statrng that the award of the Commercral Court of Kshs 4,000,000
was rnordrnately low and subsequently awarded the law firm Kshs.25,000,000 as
reasonable instruc{rons fee for the legal servrces rendered by the Kenyan Law
Frrm Although the Mrnrstry pard Kshs 25,000,000 to the Attorney General for
onward transmissron to the Law firm, no evrdence of any contractual agreement
between the Mrnrstry and the law firm was avarled for audit revrew. ln the
absence of the contractual agreement, rt has not been possrble to establrsh how
the fee of Kshs.25,000,000 was arnved at. ln the circumstance, the propnety of
expendrture of Kshs 25,000,000 pard to the law frm could not be ascertarned

147 . Transfers to Other Government Units

147.1 Transfer of Grants to Kenya Yearbook Editorial Board

Examrnaton of avarlable records rn the Mrnrstry rndicates that a total of
Kshs 83,198,400 was pard to Kenya Yearbook Edrtonal Board as grants for the
financral year ended 30 June 2015 However examination of payment vouchers
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indicates that an additional amount of Kshs.34,800,000 was paid as assistance
to undertake various activities by the Kenya Yearbook Editorial Board vide
payment vouchers No 419 and 501 for Kshs.27,000,000 and Kshs.7,800,000
respectively. The payments were done contrary to the Public Finance
Management Regulations 2015 Section 71 (5) which provides that a National
government entity is not allowed to give another National government entity cash
donations to augment the budgetary resources of a designated department.

ln addition, funds appropriated and approved for specific programs by the
Ministry of lnformation, Communication and Technology were paid to Kenya
Yearbook Editorial Board contrary to Section 54 of the Public Finance
Management Regulation 2015 which states that except as provided for in the Act
and these Regulations, an accountang officer of an entity may not authorize
payment to be made out of funds earmarked for specific activities for the purpose
other than those activities. Further, review of records at the Kenya Year Eook
Editorial Board indicates that the funds were not in the approved budget for the
financial year ended 30 June, 2015 and the procurement plan for the year did not
include the goods and services procured. The Ministry was therefore in breach
of the Law and no satisfactory explanation has been provided on how the amount
of Kshs.34,800,000 was utilized.

'147.2 Connected East Africa Summit

Available records indicate that the Ministry pledged Kshs. 10,000,000 towards
funding of Connected East Africa Summit to lnformation Communication
Technology Authority (ICTA). However scrutiny of payment vouchers indicates
that the Ministry instead paid a total of Kshs.20,000,000 to the Authority vide
payment vouchers No.443 and 562 dated 19 May 2015 and 23 June 2015 for
Kshs. 10,000,000 each respectively in respect of Connection East Africa Summit
resulting into an over payment of Kshs.10,000,000.

Records held at the ICTA indicate that although the Authority had budgeted for
Kshs. 10,000,000 in respect of Connected East Africa Summit, it received
Kshs.20,000,000 and only Kshs.10,000,000 was paid in respect of the
Summit. The balance of Kshs. '10,000,000 was still being held in the Authority's
books of account as at 30 December 2015.

Although the Ministry was fully aware of the above anomaly, no evidence of any
efforts being made to recover the excess amount of Kshs.10,000.000 from the
Authority was availed for audit review.

147.3 Unclear Transfer of Grants to Ministry Departments

The statement of receipts and payments for the year ended 30 June 2015
reflects Kshs.2,435,625,509 under grants and transfers to other Government
Units lncluded in the figure of Kshs.2,435,625,509 are grants totalling
Kshs.'1 10,000,000 transferred to two (2) Ministry Departments - Government
Advertising Agency (GAA) Kshs.83,000,000 and Kenya lnstitute of Mass
Communication (KIMC) Kshs.27,000,000 without budgetary provisions and
approval, contrary to Section 31 (1) of Public Finance Management Regulations
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2015 whrch state that the accountng officer shall ensure that the draft estimates
relahng to her/hrs department are prepared rn conformtty wrth the Conshtuhon
and the Pubhc Frnance Management Act, 2012 and rts Regulatrons lt was
however observed that the two (2) Departrnents, Govemment Advertistng
Agency and Kenya lnstitute of Mass Communication are still Departments
operatng under the Mrnrstry of lnformation, Communrcation and Technology and
therefore do not qualify for grants lt rs not clear and the Mtntstry has not
explarned the crrcumstances under whrch Kshs.1 10,000,000 was transferred to
rts two (2) internal departments and how the montes were uttltzed ln the
qrcumstances, rt has not been possrble to crnfirm the propnety and regularity of
Kshs 'l 10,000,000 transferred to the two (2) Ministry's tntemal departments

Itf8. Acqubition of Assets

148.1 Un-authorizcd Expenditure on Purchase of Motor Vehicles

Records avarlable at the Minrstry rndrcates that a total of Kshs 1M,335,548 was
spent on Purchase of Motor vehrcles dunng the year under revtew agatnst a
budgetary provrsion of Kshs 91,200,000 resultrng in an unauthonzed over
expenditure of Kshs 13,135,548 The Mrnistry, through letter ref No
RES'112114101128 dated 23 January 2015 obtatned authority from the Pnncrpal
Secretary, Natronal Treasury for purchase of 12 four wheel vehtcles at a total
cost of Kshs 70,695,190 to be distnbuted as follows -4 vehrcles to Nahonal Ophc
Frber backbone lnfrastructure (NOFBI), 4 for county connecttvtty project and 4
for Kenya Transparency Communrcatron lnfrastructure Prolect ( KTCIP)
However the Mrnrstry drsregarded the Natronal Treasury's authonty to purchase
twelve (12) vehrcles and instead wthout authonty, went ahead to procure twenty
three (23) vehicles at a total cost of Kshs.104,335,548 resultrng ln an
addibonal and unapproved expendrture of Kshs 13,135,548.

ln the crrcumstances, the propriety of over expendrture totalhng Kshs '13,135,148
on motor vehrcles could not be ascertarned

14€.2 Agoncy and Disbursement Fees to Huawei Technologies Ltd

Examinaton of payment vouchers revealed that the Mrnrstry paid
Kshs 28,218,313 to Huawer Technologres Ltd durrng the year under review rn
respect of agency fees of Kshs.2,275,826 and drsbursemenUrermbursement fees
Kshs 25,942,487 all totahng Kshs 28,218,313 Huawer Technologres Ltd were
contracted to provrde Project Management servrces on behalf of the Government
of Kenya through the Ministry contract No 00Y4041009240A of 7 Juty 2010
However, no documentary evrdence was avarled to show how the firm was
rdentfied and awarded the contracl and how the contract pnce was arnved at
Scrutrny of Mrnrstry records also rndrcates that the goods were cleared on 28
December 2013, whrle rermbursement and clarm documents were presented tn
March 2015 No explanahon has been provlded as to why the documents took
over a year before the same were lodged wth the Mrnistry for payment Further,
no documentary evrdence rndrcatrng that the goods and seruces were venfied
and rnspected by an rndependent rnspectron team was avarled for audtt revtew ln
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the circumstances, it has not been possible to confirm the propriety of
expenditure totalling Kshs.28,218,313.

149. Accounts Receivables - Unaccounted for lmprest

The statement of Assets as at 30 June 2015 reflects under accounts receivable
outstanding temporary lmprest and advances of Kshs. 1 ,312,661 which
includes an unexplained variance of Kshs.208,250 as reported in the year
201312014. This variance has not been accounted for. ln the circumstances, it
has not been possible to confirm the accuracy of the accounts receivables
balance of Kshs. 1,312,66 1.

150. Kenya lnstitute of Mass Communication (KIMC)

150.1 Construction of Men's Hostel at KIMC

Examination of the Ministry records indicates that a Contract No. D3210112012-
2013 for the proposed erection and completion of Men's hostels at the Kenya
lnstitute of Mass Communication was awarded to a construction company at a
contracl sum of Kshs.188,858,602. However scrutiny of the contract documents
revealed that the contractor did not provide the following goods and services
which were included in the bill of quantities:-

1. 2 No. Laptop Computers-Toshiba or other
-equal and approved Kshs.250,000

2. Project Management expenses:
-Technical training of the MoPW
-Pro.iect management expenses
-Clerk of works allowances
-Airtime kshs.5000x l person x6x l2months

Kshs.206,000
Kshs.1 ,030,000

Kshs.154,500
Kshs.370,800

Kshs.500 000

3. Performance bond

4. Provision of site office for project manager

TOTAL

Kshs l,000,000

KshsS.ttL;loo

Further, it was noted that although the contractor was required to provide a
performance bond of 5% of the contract sum or Kshs.1 ,000,000, the amount was
inegularly provided for in the Bill of Quantities and charged to the Ministry
contrary to the contract agreement. No satasfactory explanation has been
provided as to why the contractor failed to provide for the performance bond as
required.

1 50.2 Failure to Deduct Withholding Tax on Payments to the Contractor

Examination of records revealed that the Ministry failed to deduct and remit to
Kenya Revenue Authority withholding tax totalling Kshs.5,665,758 upon payment
to the contractor contrary to the lncome Tax Act CAP 470 Section 35 (3) (0 which
provides for deduction of withholding tax from resident Companies at the rate of
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3% of the contract fees
Laws

The Minrstry was therefore in breach of lncome Tax

150.3 Unauthorized Extension of the Proj€ct Completion Date

Further, avarlable records at the Ministry revealed that the Prolect Manager for
the construchon of the Boys Hostels at the Kenya lnstrtute of Mass
Communicatron extended the poect completron perrod by 16 weeks from 1

February 2014 lo 31 May 2014 wrthout the approval of the Mrntstry Tender
Commrttee The extensron ts therefore contrary to the Pubhc Procurement and
Drsposal Regulatron 2006, Secton 102 (m) which provrdes that the functtons of
the tender commrttee shall be to approve the amendment of the contracts
prevrously awarded by the tender commrttee, rn accordance wth the Publtc
Procurement and Drsposal Act, 2005 and tts regulahons of 2006 The
management therefore contravened procurement laws

Other Mafter

I 51. Budgetary Controls and Performance

The Mrnrstry of lnformafuon, Communrcatlon and Technology had a total budget
of Kshs 10,297 ,881 ,92O voted for the frnancral year 201412015 comprising of
Kshs.2,609,948,127 for Recurrent Vote and Kshs,7,687,933,793 for
Development Vote The budget absorption rn the Mrnrstry was as follows -

Budgetad Actual Ab3orption Absorption.E
Item Alloc.tion Expanditurc t ./t

20142015 20142015

Recunent Vote 2,609,948,127 2309,fi6242 300,0E1,6E5 66

Development Vote 7.667.933.793 s.316,663.602 2.37 1.270.191 69

TOTAL 1029L11L920 7-626.5;t9-,r'4 2.tt7-75lgti

Records availed for audrt revrew tndtcate that Kshs.928,108,060 under Recurrent
Vote was for use of goods and servrces However as at the end of the financial
year 201412015 only Kshs.774,725,447 had been spent representng 83 4olo
absorphon lt rs not clear why the Mrnrstry drd not spend Kshs 153,382,613
allocated for goods and servrces

It was also noted that Kshs 1,750,000 and Kshs.69,990,067 were allocated as
other grants and transfers and acqutsttton of assets respectively As at 30 June
2015, only Kshs 1,049,660 and Kshs 16,047,856 equtvalent lo 600/o and 23o/o
respectrvely had been spent No explanatton has also been provided for the
under expendrture totallrng Kshs 54,642,551

The Mrnrstry had a budgeted allocatton of Kshs.7,687,933,793 under
Development Vote for the year 201412015 As at the end of the year only
Kshs 5,316,663,602 had been spent representrng 69% of the budget allocaton
Records avarled for audit review indrcated that Kshs 5,247,6U,414 had been
allocated for ac4ursrtron of assets and only Kshs 2,918,349,99t had been spent
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representing 57o/o of lhe budget allocation. No explanation has been provided for
this under expendature.

My opinion is not qualified in respect to this matter.

REVENUE STATEMENT- MINISTRY OF INFORMATION, COMMUNICATION
AND TECHNOLOGY

Basis for Qualified Opinion

152. Under Gollection of Revenue

According to the letter of designation as receiver of revenue dated 14 August
2014, the Principal Secretary, was supposed to collect revenue totalling
Kshs.22,7 45,017 during the year under review. However, records available
indicates that only Kshs-3,673,366 was collected resulting in under collection of
Kshs.19,071,651 as at 30 June 2015. No satisfactory explanation has been
provided as to why revenues totalling Kshs.19,071,651 was not collected during
the year under review.

DONOR FUNDED PROJECTS

KENYA TRANSPARENCY AND COI,IMUNICATIONS INFRASTRUCTURE
PROJECT (tOA CREOTT NO. 4284-KE, 5092-KE AND 5408KE)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.
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MINISTRY OF SPORTS, CULTURE AND THE ARTS
FINANCIAL STATEMENTS FOR VOTE I13

Basis for Qualified Opinion

153. Budget and Budgetary Control

153.1 Revenue

The Ministry had budgeted for revenue of Kshs 4,458,446,638 00 from the
followrng sources'

Ravanue head

Recunent
exchequer issues
Development
exchequer rssues
lnternal revenue

Domestrc currency
& domestrc
deposrts
Other sources

TOTAL

Expenditure
head
Compensatron
of employees
Use of goods
and servrces

Budgct
K3ha.

2,881,053,968 00

1.533,000,000 00

10.400.000 00

33.992.670 00

.1,458,4/t6,638.(x!

Actual
Kshs.

2,608.000,000 00

1.282.810,000 00

13,099,720 00

70,880,317 00

12,299,U7.00

3,987,0E9,Et4.00

Exccsrr(3hortfall)
K3hs.

(273,053,968 00)

(250,190,000 00)

2,699,720 00

70,880,3'17 00

(21,692,823 00)

(427,971,r 0E.00)

(Over)/under
Kshs.

1,029,312 00

Excca./(Bhortfall)

(e 5)

(16 3)

26

100

(63 8)

(e.6)

(Overyunder
otto

0.26

However, there was a shortfall of Kshs.471,356,754 00 or 10 57o/o. The shortfall
was marnly occasroned by under rssue of exchequer recetpts where the Mtntstry
had budgeted for Kshs 4,414,053,968 00 but actual recerpts were
Kshs 3,890,810,000,00 resultrng in a shortfall of Kshs 523,243,968 00 or 11 9%,
The Mrnrstry had also budgeted to collect Kshs 33,992,670 00 from other sources,
but realized Kshs 12,299,847 00 from brlateral donors.

The revenue shortfall may negatrvely tmpact on the Mtntstry's capactty to dehver
on rts planned and budgeted services

153.2 Expenditure

A comparrson between the approved budget and the actual expendtture revealed
that the Mrnistry under spent by Kshs 380,640,409 00 on stx (6) expendrture
heads.

Budget
Kshs.

403,000,000.00

Actual
Kahs.

401,970,688 00

891,986,368 00 824,039,626 00 67,946,742 00 9



Transfers to
other
Government
units
Other grants
and transfers
Social security
benefits
Acquisition of
ASSETS

Domestic
currency &
Payments
Total

2,084,300,000.00 1,828,427,19900 255,872,801.00

11,000,000 00

32

3.3

17.2

5.1

(100)

24.6

4,000,000 00

1,064,160,270 00

4,458,,f46,638.00 4,160,984,752.00 380,640,409.00

Further, the Ministry's statement of receipts and payments reflects
Kshs. 'l ,828,427,1 99.00 in respect to transfers to other Government units.
However, the audited financial statements of the respective government units
disclosed total actual receipts of Kshs.2,605,359,164.00. The resultant difference
of Kshs.776,931,965.00 has not been reconciled.

ln addition, the Ministry paid Kshs.83,178,523.00 for domestic currency and
payments which had not been budgeted.

154. Unsupported Transfer to Ministry Headquarters

The statement of receipts and payments reflects Kshs. 1 ,828,427,199.00 as
transfers to other government units. As disclosed under Note 10 to the financial
statements, the figure of Kshs.1 ,828, 427 ,199.OO includes an amount of
Kshs.83,844,527.00 indicated as transfers to the Ministry Headquarters. Although
management has explained it was a recurrent expenditure, no documentary
evidence was provided to support the transfer and account for the utilization of the
funds

ln the circumstances, the propriety of the transaction could not be confirmed

155. Other Grants and Other Payments

Note 11 to the financial statements indicates that an amount of
Kshs.10,638,221 .00 as, 'other current transfers, grants'. Although management
has indicated that the transfers were in respect of subscriptions to international
organizataons the Ministry collaborates with, the last of these organizations together
with confirmation receipts have not been provided for audit verification. ln the
circumstances, it has not been possible to confirm that Kshs.10,638,221.00 was
received by the respective organizations and that is was properly accounted for.

10,638,221.00

3,312,420.00

1 ,009,418,075.00

83,178,523.00

361.779 00

687,580.00

54,742,195.OO

(83,178,523.00)
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156. Unsupported and Unaccounted for Disbursementa to Sports

Sectron 47 of the Sports Act, 2013 states that a body shall not operate as a sports
organrzatron unless rt rs registered under this Act Further, under Sechon 50 of the
transitonal clauses, sports organrzatons, whrch were duly regrstered under the
Societres Act and extstrng immedrately before commenc€ment of thts Act shall be
requrred to apply for registraton under thrs Act wrthin one (1) year after the
commencement of the Act ln addrtron, the Act strpulates that an exrstng sports
organrzatron that does not apply for regrstratron withrn the tme prescribed, shall
not be recognazed as a sports organrzahon for the purposes of thrs Act. However,
the Mrnrstry of Sports, Culture and The Arts, drsbursed funds totalling
Kshs.42,979,650 00 on patnotic basrs to some organrzations whrch had not
comphed wth the Sports Act, 2013 as rndrcated

Payee Date P.V. No. Amount
Kshs.

360,900Kenya Natronal
Sports Council

Sofapaka
Football Kenya
Federation

1011112014

25t212015
27t312015
27t5t2015
21t5t2015

26t2t2015
31t7t2014

12t8t2014

3t9t2014
'11tst2015

3t't1t2014

978

2763
27ffi
3393
3317

2350

126

290
3168

9U

556,000
2,000,000
3,030,000
8,000,000

500,000
17,439,000

88,000

5,000,000
4,005,750

2,000,000
42,979,650TOTAL

Further, drsbursements to Kenya Nahonal Sports Council totalling
Kshs.13,946,900 00 were not supported by payment vouchers

ln the orcumstances, the propriety of the expendrture of Kshs 42,979,650 00 could
not be confirmed

157. lrregular Exp€nditure on 20s Commonwealth Games

The statement of receipts and payments reflects a figure of Kshs 173,894,869 00
rn respect of 20th Commonwealth Games' expendrture stated as pendrng brlls
rncurred n 201312014 but accounted for in 201412015. However, the total pendrng



brlls reported for the year ended 201312014 were only Kshs 143,967,837.00 The
resultant drfference of Kshs 29,927,031 70 has not been reconcrled

As a result, the accuracy and propriety of the expendrture of Kshs.173,894,869 00
could not be ascertained.

158. OutstandingAdvances

lncluded rn the outstandrng advances' balance of Kshs885,721,00 are salary
advances of Kshs 537,016.00 However, records examtned showed that some
balances have been long outstanding and mostly relate to former employees of
the Mrnrstry and therr recoverabrhty ts doubtful.

159. Outstandinglmprests

Note 21 to the financral statements shows balances brought forward whrch
rnclude Kshs.135,310, 107 00 described as rmprests However, lhe 201312014
financial statements reflected a balance of Kshs 290,010 00 whrle under Note 17
the outstanding imprest rs shown as Kshs 1,327,676,00 The management's
explanaton that the balances in Notes 21 arc f$ dtsclosure purposes only and
that they do not affect the financtal statements' figures, rs erroneous.

Further, rncluded in the ltst ol outstandtng rmprests' balance of
Kshs 1,327,676 00 were names of two members of parltament wth balances
totalhng Kshs 586,080.00, Management has not explarned the ctrcumstances
under whrch the lmprests were advanced to the two members of parhament.

ln the crrcumstances, the accuracy and recoverabtlrty of the outstanding imprest
rs doubtful

160. UnsupportedBalances

160.1 ClearanceAccounts

The statement of assets as at 30 June 2015 reflects a clearan@ account balance
of Kshs 14,559,609 00 rn (2014 Kshs 65,097,468 00) Note 19 to the finanqal
statements indrcates that the clearance accounts were tn respect of outstandtng
clearance accounts/Dlstract Suspense balances carned fonivard However, no
analysrs was provrded showrng the movement or what the clearance accounts
represent.

160.2 Suspense Account

The statement of assets as at 30 June 2015 further reflects a suspense account
balance of Kshs 6,303,342 O0 or 10Oo/o tncrease from a nrl balance as at 30 June
2014 wrth no analysrs or lndrcatron of what rt represents

As a result, the accuracy and vahdrty of the clearance and suspense accounts
balance of Kshs 20,862,951,00 could not be ascertained
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161. Pending Bills

The Mrnrstry's records rndrcate that brlls totallng Kshs.632,U5,720.OO relatng to
financial year 201412015 and chargeable to Vote 1131 for both recurrent and
development accounts were not settled dunng the year but were rnstead canied
forward to financral year 201512016. Had the brlls been pard and the expendrture
charged to the accounts for financral year 201412015, the statement of receipts
and payments for the year would have reflected a defiot of Kshs.805,940,589 00
rnstead of deficrt of Kshs 173,894,869 00 now shown, asrde from drstortrng the
budget allocation for financial yeat 201512016

Further, Annex 2 shows other pending payables of Kshs.45,555,690.00
outstandrng srnca 201212013 lt rs not clear why grants remarn outstandrng srnce
2012t2013.

162. Unreconciled Rent Payments

Records marntarned by the Mrnrstry rndrcate an amount of Kshs 1,893,079 19 as
outstandrng rent payable to lndustnal and Commeroal Development Corporatron
(ICDC) - Uchumi House However, the statement of account from ICDC as at 30
June 2015 and other conespondences between the Mlnrstry and ICDC revealed
outstandrng rent arrears of Kshs 38,Y7,952.6'l resulhng rn an unreconoled
drfference of Kshs 36,4U,873.42.

Consequently, the accuracy and validrty of the rent arrears of Kshs.38,347,952 61
could not be ascertarned

163. DisbursemenE to Pan African Federation of Film Makers

The Government, on 23 December 2013, through the Mrnrsfy of Forergn Affarrs
and lnternatronal Trade and Mrnrstry of Sports, Culture and The Arts, entered rnto
a Memorandum of Understandrng (MOU) wrth Pan-Afrrcan Federahon of Frlm
Makers (FEPACI) on the estabhshment of FEPACI Secretarrat rn Kenya for four (4)
years, at a cost of Kshs 84,000,000 00 per year The marn obJectrve of the
financrng agreement was to represent the rnterests of Afrrcan film makers rn key
forums such as African Unron, Afncan Governments, NEPAD and public
broadcastrng organrzatrons However, the Mrnrstry disbursed Kshs 83,485,637 00
to FEPACI rnstead of the agreed Kshs,84,000,000.00

Although the amount drsbursed has been reflected rn the pnvately audrted
financial stiatements of FEPACI as at 30 June 20'15, rn the absence of rtemrzed
budget and expendrture returns to the Mrnrstry, utrlazatron and accountabrlrty of
the funds could not be confirmed

Other Matter

164. Grounded Motor Vehicles

Although Sechon '129 of the Public Procurement and Drsposal Act, 2005 provrdes
gurdehnes and procedures for drsposal of unservrceable and obsolete stores and
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equrpment, a physrcal audf rnspecfuon exercrse camed out at the Permanent
Presidential Music Commrssion (PPMC) compound revealed that four (4) Motor
vehrcles GK A756M, GK A905P and GK A717G wth undetermined values were
lying at therr yard with no rndrcation of whether those vehtcles would be repatred
or drsposed-off as provided for rn the Act Further, GK A756M has been lyrng at
the yard for over three (3) years.

The vehrcles' detarls are as follows

Registration
No.
GK A717G
GK 4372P
GK A9O5P

GK A756M

Peugeot
Mrtsubrshr
Nissan Ex-
Trarl
Blue brrd

Make Departnent Period

2 months
3 months

Musrc 3 months

Over 3 years

Departrnent of Culture
Nahonal Archives
Permanent Presrdential
Commissron
Headquarters

Besrdes the clear depreoation in value, such vehrcles are also not contnbutng
towards the achrevement of the Mrnrstry's annual objechves

165. lnternal Control Weaknesses

The Minrstry does not have proper systems and structures nec€ssary for runntng
the Ministry, rncludrng an Audlt Commtttee, lnformatton Technology (lT) Pohcy for
management and control of lT functrons to assure data integflty,

My oprnron is not quahfied tn respect of these matters.
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TranSfcrr to oth€r Goyommant unit3

Entity Ministry FrS
Ksh3.

ovc-cT 6.037,521,617

OlderPersons-OP-CT 5.217,830,000

NCPWD 1 .223,100,000

NCCS 56,200,000

N|TA 425,500,578

cwsK 761,250,000

oosH FUND 5,012,500

TOTAL 13.726,714.725

MINISTRY OF LABOUR, SOCIAL SECURITYAND
SERVICES

FINANCIAL STATEMENTS FOR VOTE 114

166. Differences Between the Amounts Transferred to Other Government
Units

The statement of receipts and payments reflects a figure of
Kshs 13,726,714,725 00 as transfers to other Government unrts. This amount
dtffers wth the trial balance figure of Kshs 13,342,765,032 00 by an unexplarned
drfference of Kshs 338,949,693 00 Further, analysis of the amounts transferred
to other Government unrts rndrcated a figure of Kshs 13,726,714,725 00 whrle the
audrted financral statements for the respectrve entities reflect total recerpts of
Kshs 13,577.618,556 00 resulhng rn drfferences of Kshs 57O,U9,425 00 (over)
and Kshs.432,367,834 00 (under) as follows

Ovar
KrhE.

s70,849,425

420.160,334

12,207 ,500

570,U9,425 432,367,834

The matenal drfferences between the Mrnrstry records and the other unrts have
not been reconoled As a result, the accuracy, propnety and accountabrlity of
the transfers to other Government Unrts muld not be confirmed

167. Pending Bills

The pendrng brlls amounted to Kshs 362,447 830 10 for both the Recurrent and
Development Vote 1141 whrch were camed forward to 2015/2016 financral year
Had the brlls been settled and expendrture charged to the account for FY
2014115, the statement of recerpts and payments would have reflected a reduced
surplus of Kshs 451,738,514.90 rnstead of Kshs 814,186,345.00 now shown.
Further the schedule of pendrng brlls drd not rndrcate contract numbers or even
invorces to support them

Entity FrS
Krht.

5.166,672.222

s.637.990.334

1,223./t00.000

57,792.500

42s,500,579

761,250,000

5,012,500

13,577,611,556

Undar
K3h3.
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Further during the year 201412015, the Ministry paid debts totalling
Kshs.5,291 ,190.00 comprising of Kshs.2,424,690.00 for advertising and
Kshs.2,866,500 for flowers relating to the period between 201'l -2013, lt was
observed that these debts had never been declared as pending bills in the
previous fi nancial years.

Consequently, the validity and propriety of the pending bills of
Kshs.362,447,830.10 and the debts paid of Kshs.5,291, 190.00 could not be
confirmed.

168. lrregular Lease Payments

During the year under review, the Ministry paid Kshs.68.046,579.00 for the
rented office spaces at Social Security House. However, a review of the lease
agreements for the respective floors rented revealed that the actual payments
totaled Kshs.27 ,750,737 .40 while the total amount according to the lease
agreements should have been Kshs.26,079,781.92. The resultant overpayment
of Kshs.1,679,955.48 ought to be recovered.

Further, payments totalling Kshs.12,171,508.80 were below the amounts in the
respective fease agreement total of Kshs.16,639,968.00 by Kshs.4,468,459.20.
ln addition, two lease agreements were not availed for audit review for payments
totalling Kshs.22,983,886.20.

ln the circumstances, the accuracy, validity and propriety of the lease payments
could not be ascertained.

169. lrregular and lnconsistent Basic Salaries

169.1 Analysis of the payroll data provided revealed that one hundred and
ninety nine ( 199) officers were earning a higher basic salary than what was
stipulated in the salary scale structure for their job groups which as at 30 June
201 5 totalled Kshs.8,959,195. 1 5

169.2 Comparison of IPPD Payroll Records with the Trial Balance

Further, the IPPD payroll records reflected total employee compensation of
Kshs.1,517,668,269.00 while the trial balance reflected Kshs.1,464,174,175.00
resulting in a difference of Kshs.53,494,095.00. No reconciliation has been done
for the two sets of records.

In the circumstance, the accuracy and propriety of the employee compensation
could not be confirmed.

170. Outstandinglmprests

The statement of financial assets for the year ended 30 June 2015 reflects a
balance of Kshs.12,089,334.25 relating to outstanding imprests while imprests
records reviewed indicated a balance of Kshs.7,689,71 1.60. The resultant
difference of Kshs.4,399,622.65 has not been reconciled or explained. Further,
imprests totalling Kshs 714,749!0 have been outstanding since financial year
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201312014. ln addrhon, imprests amountng to Kshs 1,574,988 00 were rssued to
officers before surrender of previous ones

No reasons have been provided for farlure to adhere to the linanoal regulatons
governrng the rssuance of rmprests

171. Accuracy and Completeness of the Financial Statements

171.1 Unconfirmed Cash Balanc*

The statement of assets reflect a cash balance of Kshs.300,766 00 (Note 22B)
However, the Mrnistry dad not provrde correspondrng IFMIS records of the
cashbook balance as at 30 June 2015. ln the absence of the IFMIS cashbook
balance, the accuracy of the cash balance of Kshs 300,766 00 shown rn the
statement of assets could not be ascertarned.

Further, the tnal balance reflects under cash and bank account balances of
Kshs.7,849,689,4 10 55, Kshs 22,441 ,960,679 80 and Kshs 32,200,285 O0 tor
recurrent, development and cash rn hand respectrvely whrch have been omrtted
in the financral statements.

171.2 District Suspense Balances

The statement of assets reflects a dastnct suspense account balance of
Kshs 2,606 855,375 00 whrch drffered wrth the trial balance figure of
Kshs 1,696,801,417 65 by Kshs 910,053,957 00 Further, the analyses provrded
rn support of the drstrict suspense balance rndrcates a figure of
Kshs.1 ,099,103,652-20 resulting rn a drfference of Kshs.1 ,507,751 ,722.80 The
drfferences have not been reconciled

ln view of the foregoing, the accuracy and completeness of the financral
statements could not be ascertarned

172. National Council for Children Servicea

The Nahonal Counql for Chrldren Servrces rs a department under the Mrnrstry of
Labour. Socral Secunty and Servces.

172.1 Unsupported Disbursements to yarious Adoption Societios and
Children Charitable lnstitutions

Dunng the yeat 201412015, grants totallng Kshs 8,200,000 00 were drsbursed to
vaflous Adoptron Societes and Chrldren Chantable lnstrtutons However, there
was no budgeuwork plan indrcahng how the grants were to be uthsed and rn a
few expendrture retums seen the funds were used to buy cars, computers,
travelhng, semrnars and workshops Further, the crrteria used to rdentify the
beneficrary organrzatons have not been drsclosed ln addrhon, an rtemized
budget showng how the grants were to be utihzed and drsclosure of the
rdentficatron cntena and locaton of the respectrve rnstrtutrons has not been
provrded for audrt revrew The beneficrary rnstrtutrons were
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Grant3 to Adoption Societies .nd Children Charitable lnstitutions

P.V.NO. DATE PAYEE AMOUNT.
KSHS.

2,000,000 00
2,000,000 00
2,000,000 00
2,000,000 00

200,000 00

2170
2170
2170
2170
5355

Lrnle Angels Network
Kenya To Kenya Peace lnitrattve
Kenya Chrldren's Home
Buckner Adoptron Society
Amani Na Wema Chrldren's
Home
Totel 8,200,000.00

ln the crrcumstances, it has not been posstble to confirm whether grants totalltng
Kshs 8,200,000 00 went to the nghtful beneficianes and that they were used for
the benefit of the adopted chrldren

172.2 Unsupported Expenditure

Audrt of records marntained at the Embu West Sub-County Children's Office
revealed that the office incuned expenditure totalltng Kshs 756, 100 00 on
travelling expenses, motor vehtcle reparrs, and on general goods and servces of
Kshs 299,400 00, Kshs 265,500.00 and Kshs 191,200 00 respeclively However,
no documentary evidence was provided to support the expenditure figures

ln the absence of supportrng documents, the propnety of the Kshs 756,100 00
expendrture could not be confirmed.

172.3 Doubtful lmprerts

The rmprests regrster marntatned at National Councrl for Chtldren Services offices
revealed that rmprests warrants totalhng Kshs 4,163,786 00 had not been
recorded rn the rmprests regtster and therefore not accounted for. Further,
rmprests totalhng Kshs 3,640,301 00 were surrendered wthout followrng the
requrred authorizatton and accounttng proc€dures necessary for the
management and control of imprests. The surrenders therefore were not in
accordance wrth the Government regulations govemtng the tssuance of rmprests

ln the crrcumstances, the validtty and propnety of the expendtture tncurred
through rmprests totalhng Kshs 7,804,087 00 could not be authenhcated

172.4 Cash Balance

The cashbook of the Nattonal Counql for Chrldren Servrces reflects a cash
balance of Kshs 9,462,402 80 as at 30 June 2015. However;

Examrnation of the cashbook revealed that payments totalhng
Kshs.15,180,870 00 were entered rn the cashbook but, no payment
vouchers were made avarlable for audit revtew to support the payments

28.01 15

28 01 15

28 01 15

28 01 15

29.06 15
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ii. Further, payments totallrng Kshs 6,216,188 00 for the penod 'l July 2014
to 30 June 2015 had not been posted rn the cashbook

iii. Although the cashbook had a closrng balance of Kshs 1y,767 00 as at
30 June 2014, the opening balance for the year 2014/2015 reflects
Kshs 513,650.95 resultrng rn an unexplarned drfference of
Kshs 378,883.95

iv. ln addrtron, the cashbook closrng balance of Kshs 9,462,402.80 as at 30
June 2015 was not certrfied by the annual Board of Survey Commrttee as
requrred and no monthly bank reconcrhation statements for the year
201412015 were produced for audit review

ln view of the foregoing, the accuracy of the Natonal Councrl for Chrldren
Seruces cash balance of Kshs I,462,402.80 as at 30 June 2015 could not be
confirmed

173. lncomplete Research lnstitute Office Complex - Occupational Safety
and Health Sorvices

The Orrectorate of Occupatronal Safety and Health Servrces (DOSH) rs a
department of the Mrnistry of Labour and East African Afiarrs that rs concerned
with factory rnspection, workers health and safety at work ln the year
2OO912O10, the Drrectorate made a proposal to the Mrnistry for constructron of a
research rnstrfute office complex to assrst rt keep abreast wth changing rssues rn

as far as work environment, health and safety of workers rs concerned

174. Conatructionworks

The construction of the prqect commenced on 28 February 2010 at an estrmated
cost of Kshs 480,000,000 however, the expected completion date was not
specified

175. Delay in Completion of Construction Works Due to lmplementation
of Builders Works in Phases

Although the constructon of thrs pro;ect started rn the financral year 200912010
the prolect rs strll not complete seven (7) years later The burlders' works were
drvded rnto five (5) phases wrth the construction berng advertrsed, evaluated and
awarded to different contractors per floor as follows

Phas. Firm awardcd Contr"ct
period

Start
dat

Completion
drt

Contrrct 3um
(Kth3)

Phase 1 Lunao Entcrpnses
Basement. Ground and 1't
Floor

15t3t20',t0 -
15t',t0t2010

15t3t20',to 't1t8t2012 7'l,239,810 00

Phase 2 Makuyu Constructon Ltd 2d
and 3rd Floor

17 n t20't2-
17nt2013

17nt2012 30t412011 77.931,971 10

Phase 3 Bluestream Enterpnses 4th and
Uooer Level Floors

15151?014 -
1519t2011

15t512011 18t1112011 34.212.682 17

Phase 4 Bluestream Enterpnses Ramp 3t3t20't5 - 3t3t2015 2E/1?,2015 140,377.360 60
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Fittings, Electric€l & Mechanical
lnstallations

22t6t201s

Phase 5 Finishinq Works not awarded

However, approval by the Ministerial Tender Board Committee and rationale for
this mode of construction has not been provided for audit review.

The implementation of the builders' works starting with the basement, ground
and first floor being done by a one contractor the second and third floors by
another one and fourth and the upper levels by yet another contractor has led to
delay, escalation of advertising and tendering costs and contract variations as
follows:

176. Contractvariations

The original contract sums were varied several times and amounted to
Kshs.20,006,737.78 up to phase three (3) as indicated below:

Phase Contract sum
(Kshs)

Variation Order
(Kshs)

Total
(Kshs)

Phase 1 64,536,284.34 6.703,525.66 71 ,239,810 00
Phase 2 68.126,U4.40 9,805,630.00 77,931,974.40
Phase 3 30,751,'100 05 3,497,582.12 u,242,682 17
Phase 4 140,377,360.60 On{oing 140,377,360 60
Phase 5 At tendering staqe
Tota I 303,791,089.40 20,006,737.78 323,791,827.20

177. Poor Workmanship and Record Keeping

An audit inspection undertaken on 10 February, 2016, revealed that the signage
listing the contractors had not been erected as required and evidence of poor
workmanship was observed especially the construction of basement, ground and
the first floor as follows:-

Phase I

Phase one involved the construction of the basement, ground and the first floor.
However, tender documents, site meetings and progress reports were poorly
maintained making difficult for the project file to be followed. Phase 1 was
supposed to start on 15 March 2010 and end on 15 October 2010, a period of 30
weeks. However, the contract was terminated on 14 August 2012 which was one
year and ten months beyond the agreed completion dates. No final account was
issued by the project manager indicating the work done as per the BQs and work
not done and the handing over minutes were also not seen.

Phase ll and lll

The same rssues were observed in phase ll and lll where the start and
completion dates were exceeded and no final accounts were prepared
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dischargrng the contractors Handrng over mrnutes were also not avatled for
audit revrew

The basement floor constructed at a total cost of Kshs 71,239,810 00 was at the
hme of the audit inspecton, full of drainage water due to poor waterproofing,
poorly rernforced concrete base which was as at the trme of the audrt berng
reconstructed by the contractor for phase four (4) The foundatron of the burldrng
was therefore not properly done and the stabrlrty of the burldrng ts queshonable
thus endangering the safety of workers of whrch the directorate rs mandated to
inspecudetect rn other work places Avarlable rnformatron obtarned rndrcates that
a submersrble pump has been installed for pumprng water ftom the basement

Brlls of Quantrties (BQs) for phase 1 were also not availed for audrt revrew whrle
those for the other phases were scanty The total cost of advertrsrng for each
phase could not be estiabhshed owrng to the absence of the necessary
documentation A site clearance (Element No 1) Brll of Ouantrtes made
avarlable rn respect of M/s Lunao Enterprises tndicated provistonal sums totalltng
Kshs 22,010,000 00 whrch could not be confirmed as follows

Provisional Sums Amount (Kshs)
Prrme cost sum for both electncal and mechanrcal works 8,500,000 00
Marn contractors profits (3%) 255,000.00
Marn contractors attendance 255,000 00
Proiect management expenses 500,000 00
JBC fluctuations 5,000,000 00
Contrngencres 7,500,000 00
Total 22,010,000.00

The p@ect cost rs hkely to escalate from the estmated cost of
Kshs.480,000,000.00 consrdering that work on phase four (lV) has not been
completed and the contractor was not on site and phase five (V) rs yet to be
awarded after berng advertrsed

ln vrew of the foregorng, the propnety of the contract costs and value for money
for the works carned out could not be confirmed

Other matter

Basis for Qualified Opinion

178. Budgetary Control and Performance

178.1.1 Revenue

It€m Budg.t (KBh!) Actual (K.hc) Exce$r(Shoitfall)
(Krhr)

Exc.s./(Shortfall)

Exchequer
Recurrent

8,688,995,289 00 8,336,300,000 00 (352,695,289 00) 4o/o
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Exchequer
Oevelopment

11,682,523,636 00 10.678,728.230.00 ( 1 ,003.795,406.00) 9o/o

Proceeds from
Domestic
Borrowinqs

Nit 364,264,428.00 364.264,428.00 100o/o

Proceeds from
foreign
borrowings

100,000,000 71,614,219.00 (28,385,781.00) 28o/o

Proceeds from
Sale of assets

104,814,480.00 63,143,019 00 (4'1,671 ,461.00) 40Yo

Other Receipts 109,600,000.00 3,459,700.00 (106.140.300.00) 970/"
Total 20,685,933,.105.00 19,517,509,596.00 1 ,168,423,809.00 6%

I

174.1.2 Recurrent and Oevelopment Revenue

The Ministry's approved recurrent budget reflected exchequer receipts of
Kshs.8,688,995,289.00, however the actual receipts amounted to
Kshs.8,336,300,000.00 resulting in a shortfall of Kshs.352,695,289.00 or 4o/o.

The shortfall was largely attributable to failure to receive exchequer issues.

Similarly, the Ministry had budgeted for development revenue of
Kshs. 1 1 ,682,523,636.00 but received Kshs. 10,678.728,230.00 resulting in a
shor6all of Kshs.1,003,795,406.00 or 9%. The shortfall was attributed to lengthy
World Bank procedures which affected receipts for the Children's Department
and the Social Protection Secretariat.

178.1.3 Appropriations-in-Aid(AlA)

Further, the Ministry collected Kshs.364,264,428.00 in respect of proceeds from
domestic borrowings which had not been budgeted for. ln addition, three (3)
items with a total budget ol Kshs.314,414,480.00 only collected
Kshs.'138,216,938.00 resulting in a shortfall of Kshs.176,197 ,542.OO or 560/o.

The exchequer underfunding and under collection of AIA impacts negatively on
the planned and budgeted services and development projects.

179. Expenditure

Item Budget (Ksh8) Actual (Kshs) (Over)/ under
(Xshs)

Ovor/ undor

Compensation
of Emplovees

1 .634,737,004.00 't ,464,174,'175.00 170.562.829.00 10o/o

Use of goods
and Services

3,300,679.827 00 2,383.893.325.00 916,786.502.00 280k

Transfers to
Other Govt
Units

14,',t98,172,129.00 13,726,714,725.00 47 't ,457 ,404.00 30

Other Grants
and Transfers

400,812.933.00 400,257,669.00 555.264.00 o.1vo

Acquisition of
Assets

1 ,131 .880.500.00 732.217,814.00 399,662,686.00 3SYo

Total 20,656,282,393.00 15,707,257 ,708.00 I,9s9,024,68s.00 go/"
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The Mrnistry had budgeted to spend Kshs.20,666,282,393 00 but actual
expendrture amounted to Kshs.18,707 ,257 ,7OB 00 The under expendrture was
attnbuted to late rec€rpt of exchequer issues leadrng to pendrng brlls and
unrmplemented pro.iects and servrces,
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MINISTRY OF ENERGYAND PETROLEUM
FINANCIAL STATEMENTS FOR VOTE 115

Basis for Qualified Opinion

180. Tax Revenues

The statement of receipts and payments reflects tax revenues amounting to
Kshs.4,720,932,7'18, as disclosed under note 1 to the financial statements. This
differs Wth the tax revenue amount verified through the Ministry's records on
Petroleum Development Levy by Kshs.327 ,678,754 as itemized:

lnformation available from management indicates that the difference of
Kshs.327,678,754 represents tax receipts excluded from the financial statements.
This is attributed to an erroneous journal entry effected to adjust development bank
opening balance but was instead posted into the petroleum development levy
account. This has in effect reported an erroneous deficit of Kshs.137,158,000 instead
of a surplus of Kshs.190,521,000 in the statement of receipts and payments.
Consequently, it was not possible to confirm the completeness and accuracy of the
tax revenue receipts of Kshs.4,720,932,718 as reported in the financial statements.

I 81. Accumulation of Funds- Ministry Headquarters

Available records and information indicate that the Ministry of Energy and Petroleum
headquarters construction fund operated by the National Oil Corporation of Kenya
(NOCK) had an uncommitted balance of Kshs.589,82'l ,694 as of 30 June, 2015
analyzed as follows;-

Item

Balance as per
Financial

Statements

Balance as per
Supporting
Documents Variance

Kshs Kshs Kshs
5% Rural Electrification
Levy

1,922,000,000 1,922,000,000

Petroleum Development
Levy

1 ,131,021 ,246 1,458,700,000 (327,678,754)

Receipts from Use of Goods 1,000,000,000 1,000,000,000
Royalties on Oil Exploration 503,260,733 503,260,733
Royalties on Geothermal
Development 164,650,739 164,650,739

Total 4,720,932,7',t8 5,O48,611,472 (327,678,7il1
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Particulars Amount (Kchs)
Uncommrtted fund balance brought fonrard lrom 2013 12014 612,474,703
Transfurs rnto the fund dunng the yeat (201412015) 248,719,410
Total funds avarlable for expendrture n 201412015 861 ,194, 1 'l 3
Less commitments durinq the vear (20'lll2015)
Proposed construction of access road (MOEP/ONT lOAl2O14-20151 (23.v7,119\
Proposed partrtronrng of MOEP HQs (MOEP/ONI 10912014-201 5\ (248,025,300)
Uncommrtted balance as at 30 June 2015 589,821,694

However confirmaton recerpt from NOCK indrcates a balance of Kshs 516,791,688
resulting in an unexplarned drfference of Kshs 73,030,006 Management has not
provrded explanation for the discrepancy, There rs also no plan for the utihzation of
the uncommitted balance and the accrued rnterest despite the advanced stage of
completron of the headquarters buildrng

ln the srcumstances, rt was not possrble to confirm the accuracy and vahdrty of the
Minrstry transfers to NOCK on account of headquarter buildrng

182. Presentation of Personnel Emoluments

lncluded rn the acquisrtron of assets expendrture of Kshs 31,471 ,177 ,0O0 under
purchase of vehicles figure of Kshs 33,009,000 and as disclosed under note 18 to
the finanqal statements is the cost of one motor vehrcle with a cost of
Kshs 7,000,000 lnformatron and documents available rndrcate that the amount is a
one off car allowance pard to the Cabrnet Secretanes as per the Natronal Treasury
Crrcular. Consequently, the classrficatron and presentaton of the expendrture rs
rnappropnate and not rn conformance wth lntemational Pubhc Sector Accounhng
Standards cash basrs of accountrng.

183. Gompliance with Public Procurement and Disposals Act (Preferoncs
and Reservations)

lncluded rn the Mrnrstry's expenditure of Kshs 32,165,726,000 on assets acqursrton
and use of goods and seruces and as drsclosed under notes 12 and 18 to the
financral statements are own drrect procurement of goods and seruces amounfung to
Kshs 2,030,781 ,828. The Mrnrstry's quarterly reportrng on 30% Pubhc Procurement
Preference and Reservalons report rndrcates that rt awarded tenders to the youth,
women and persons with disabrlihes amountrng to Kshs 59,771 ,797 representtng
2.9% ol the procurement This is agarnst the set threshold of not less than 30% as
per regulation 31 (1) of the Pubhc Procurements and Drsposals (Preferences and
Reservations Regulahons amended)
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184. Non-FinancialAssets

184.1 Completoness of the Fixed Asset Register

As noted rn the audrt report for the financral year 201312014, the non-cunent assets
acquired rn peflods pr,or lo 201212013 have been excluded tn these financial
statements Annex 1 to the financial statements rndtcates a summary of the
Mrnistry's fixed assets register as at 30 June, 2015 with htstoracal costs totalltng
Kshs 99,163,457,000. Thls covers assets acqurred in the penods 201212013,
201312014 and 201412015 amountrng to Kshs 35,855,782,000,
Kshs.31,836,498,000 and Kshs 31,471,177,000 respectrvely Thrs srtuation rs
rndicative of srgnrficant tmpatrment of propertres (assets)

1U.2 Land without Title Deeds

As reported rn pnor year, the Mrnrstry does not have trtle deeds for some of the
parcels of land in Kencho, Krsrr, Mrgori, Bukura, Uasin Grshu, Krtur, Wambugu and
Mrtunguu Energy Centres. lnformatron avarlable tndtcates that the process of
acqurring titles for some of the land parcels has been ongoing for srgnrficantly long
durations. lt rs therefore, not possrble to venfy the nghtful ownershlp of these
propertes.

ln hght of the above paragraphs, rt is not possrble to grve an oprnion on the carrying
values of the assets as reflected rn the financral statements.

Other Matter

185. Utilization of Resource Centre at Mitunguu in South lmenti Sub - County

Dunng the financial yeat 201212013. the Mrnrstry expended amounts totalhng
Kshs.44,636,192 to put up Mrtunguu Energy Resource Centre with the completion
and hand over date of 25 July 2013 As rn prevrous year's (2013/2014) audrt report,
the uabrhty of the Centre due to non-optmal utihzatron was queshoned The
management rn rts response to the Public Accounts Commrttee (PAC) sifting
commrtted to fully operatronalize the Centre and provrded a business plan However
as at the time of the audrt vrsrt in October 2015, the facthty continued to rematn tdle
as the busrness plan had not been rmplemented ln hght of the above paragraph, I

am unable to confirm whether there is value for money on the expenditure over the
project My oprnron rs not quahfied tn respect of thts matter
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KENYA ENERGY ENVIRONIUIENT
PROGRAMME FUND

AND SOCIAL RESPONSIBILITY

Unqualified Opinion

There were no matenal rssues noted durrng the audtt of the financral statements

Other Matter

186. Over Expenditure on use of Goods and Services

The Fund during the year under revrew, rncurred expenditure totalhng
Kshs 219,967,601 on payments for use of goods and servrces agarnst an
approved budget of Kshs 80,000,000 thus resulting rn a budget overrun of
Kshs 139,967,601 or 175o/o The Fund rs therefore rn contraventton of the Publac
Ftnancral Management Acl 2012 Section 43 (2) (c) whrch provrdes for seekrng
supplementary approval for approved expendrture exceedrng 10%

PETROLEUM DEVELOPMENT LEVY FUND

Basis for Qualified Opinion

187. Bank Balances

The reported bank balances as at 30 June 2015 of Kshs.337,080,698 exclude
receipts rn bank of Kshs 6,975,322 rn regards to rnterest rncome and expendrture
assocrated to wrthholdrng tax of Kshs 1,046,298 relatrng to the year under revrew
Thrs resulted In the understatement of bank balance and recerpts rncome by
Kshs 5,929,024

Consequently, the accuracy of the bank balance could not be confrrmed

188. Non-Compliance with the PDL Act Cap 426 (C)

Contrary to the Petroleum Development Fund Act Cap 426C Sechon 4 whrch
provrdes for payment of funds appropnated by partament for the purpose to the
Fund account, the Nahonal Treasury transferred Kshs 1,458,700,000 to the
Mrnrstry of Energy and Petroleum's marn account tnstead of the Petroleum
Development Fund Account of whrch the Mrnrstry expended the amount recerved
to five instrtutrons for budgetary support without the relevant supportrng
documentary evrdence. Payments from the Fund ought to be for development of
common facrhtes for drstnbutron or testing of orl products and for matters relating
to development of orl rndustry as the Mlnrster may dtrect

ln the crrcumstances, the propnety of the expendrture of Kshs.1,458,700,000
could not be confirmed
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Other Matter

189. Use of Goods and Services

The financial statements of the Fund, and as disclosed in note 3 reflect
expenditure of Kshs.26,525,594, under use of goods and services of which there
was no budgetary provision set for the expenditure. Consequently the Fund is in
breach of Section 196 of the Public Finance Management Ac|,2012 on seeking
approval prior to expending public funds.

My opinion is not qualified in respect of this matter.

PETROLEUM TRAINING LEVY FUND

Basis for Qualified Opinion

190. ExcessExpenditure

The Ministry during the year under review. incurred expenditure totaling
Kshs.669,970,270 on payments for use of goods and services, transfer to other
government units and interest payments in comparison to an approved budget of
Kshs.600,000,000 thus resulting in a budget overrun of Kshs.69,970,270 or 12o/o.

The Ministry is therefore in contravention of the Public Financial Management Act
2012 Section a3 (2) (c) v,rhich provides for seeking supplementary approval for
approved expenditure exceeding 100/0.

191. Unsupported lmprestSurrender

lncluded in the training expenses amount of Kshs.541 ,097,804 and reported
under use of goods and services is an imprest surrender of Kshs.7,800,000 on
account of 'Powering Freedom' campaign during the launch of Olkaria lV 140
MW power plant. This expenditure has not been supported with relevant
documentation. Consequently, it has not been possible to confirm the validity
and accuracy of the Kshs.7,800,000 training expenditure as reported.

192. Completeness of Reported Revenue

The total reported receipts of Kshs.415.922,716 exclude unreceipted revenues
totalling Kshs.74,1O3,211.45 earned during the year on account of contributions
by oil companies and interest earned on deposits. This represents 18% of the
reported receipts in the financial statements. Consequently, the reported revenue
is understated to that extent. lt was therefore not possible to confirm the
accuracy of the reported deficit in the financial statements.

92



DONOR FUNDED PROJECTS

KENYA ELECTRTCTTY EXPANSTON PROJECT (rDA CR.NO.47$-KE)
MINISTRY OF ENERGY AND PETROLEUM

Unqualified Opinion
There were no matenal issues noted durrng the audtt of the financral statements.

KENYA PETROLEUM TECHNTCAL ASSTSTANCE PROJECT (tDA CR. NO.
5s26-KE)

Unqualified Opinion

There were no matenal rssues noted duflng the audrt of the financral statements.
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MINISTRY OF INDUSTRIALISATION AND ENTERPRISE
DEVELOPMENT

FINANCIAL STATEMENTS FOR VOTE 117

Basis for Qualified Opinion

193. lrregularProcurements

193.'l Procurement of Consultancy Services

The Ministerial Tender Committee (MTC) in its meeting held on 25 November 2014
deliberated and awarded consultancy services for provision of technical support to the
Business Environment Delivery Unit to M/s Strathmore Business School. The Ministry
invited bidders but only one application was received. The tender committee went
ahead and awarded the tender to the only responsive bidder which in effect resulted in
use of direct procurement method.

From the subsequent payment documents, it was noted that the proforma invoice and
invoice were issued on 6 November 2014 and 17 November 2014 respectively and
received by the Ministry before Local Purchase Order dated 27 November 2014 was
raised. Further, whereas the contract agreement had indicated that the whole exercise
was to be carned out in three months so that all stakeholders in the department may
be Involved, the service was done in less than a week and the consultant was paid
Kshs.5,940,000 on 2 December 2014 contrary to the terms of the contract.

No supporting evidence was availed as to why the consultant commenced work before
the contract was awarded and signed or reasons given for use of direct procurement
method for work that could have been sourced from many consultants defeating the
need for fair competition and fair pricing of the tender award.

'193.2 Ease of Doing Business lmprovement Programme - Phase ll

It was further noted that the same consultant was awarded the contract for provision of
consultancy services for ease of doing business improvement programme - Phase ll
at a cost of Kshs.5,127,200. The tender was opened on 26 May 2015, and Local
Purchase Order issued on I June 2015 while the invoice by the consultant was raised
on 25 June 2015 after the two parties signed the contract on 18 June 2015. The
contract stated in the special conditions that the duration of the contract should take
four (4) months from the date of the contract as is guided by the work plan submitted
by the consultant. The work was eventually completed in less than three weeks. This
also casts doubt as to whether the service had already been mooted earlier and the
tender committee was being used to rubberstamp or to ratify an already consummated
transaction. Further, it is also doubtful to determine whether the relevant stakeholders
were consulted on this transaction. The procurement procedure may not have been
followed in procuring the above two services contrary to Section 68(3) of Public
procurement and Disposal Act, 2005.
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Consequently, the propnety and value for money from the transaction's worth
Kshs 1 1 ,067,200 could not be confirmed

193.3 lrregular Consultancy Service Contract

The Mrnrstry procured consultancy servrces from a consultancy firm M/s Mckinsey and
Company lnc Afrrca Propnety Ltd for support of dehvery of Kenya's lndustrral Program.
The contract was srgned between the two parttes on 18 November 2O14 for a contract
sum of Kshs 348,000,000

Clause 2 of the contract agreement under subsection 21 and 2 2 rndrcates that the
contract was to come rnto effect on the date the contract rs srgned by both parfues and
that the consultant would begrn carrying out the services upon signtng of the contract
or at such other date as may be speclfied tn the servtce contract

A revrew of the process indrcated that the consultant ratsed an rnvorce of
Kshs.69,827,963 on 1 1 November 2014 lor Mrlestone 1 (rnception) even before the
contract was srgned between the two parttes rmplyrng that the consultant may have
started workrng before the contract was awarded and the slgnrng of the contract was a
mere ratrficatron of the sard contract. Thts contravened Section 68(3) of the Pubhc
Procurement and Drsposal Act, 2005.

Under the qrcumstance, the propflety or the expendtture could not be confirmed

194. lrregular Reallocation of Development GranE to Rocurrent Expenditure

lncluded rn grants and transfers to other Government enttties of Kshs 4,361,284,254 rs
an amount of Kshs 200,000,000 transferred to Medtum and Small Enterprrse Authorrty
(MSEA) on 17 November 2014

The Mrnistry had earher wntten to Treasury vide letter daled 22 August 2014
requestrng for Authoflty to reallocate the amount wrthtn the development vote towards
planned rmplementahon of textile development through MSEA and the authority was
granted on 2 September 2014.

Available records however revealed that the Mrnrstry in a letter to MSEA dated 28
November 2014 rnstructed the Authoflty to utthse the amount of Kshs 200 mrllron
meant for textrle rmplementation programme by payrng Kshs 50 milhon to vanous
secunty firms whrch the Mrnistry had contracted n 2012 and the contracts extended
up to December 2014 whrle constructtng Constttuency lndustrral Development Centres
(ClDCs)

Further scrutny of records matntatned at MSEA to support the secunty expendtture
tndtcated that photocopres were used rnstead of onginal documents. Thts casts doubt
on the vahdrty of the secunty payments whtch had not been prevtously drsclosed by
the Mrnrsfy as part of the pendrng brlls. lt's also not clear why the same security
payment was not pard by the Mrnrstry that tncurred the expendrture duflng the
201112012 and 201312014 financral years when the servrce ts presumed to have been
delrvered No evrdence was avatled to tndtcate whether approval of Treasury was
sought and obtarned to allow MSEA to drvert Kshs 50 mrllron meant for texttle
programme towards payment of the secunty servtces
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Thrs resulted in diversron of development funds to recurrent expendrture through
payrng the said Kshs 50 millaon meant for textrle rmplementahon programme to
payment of secunty wrthout Treasury approval whrch contravenes the Pubhc Financial
Management Act, 2012 and Treasury circulars issued ftom ttme to trme ln addition,
the remarning balance of Kshs.150,000,000 was largely apphed to other recurrent
expendrture not related to the envisaged textle programme

ln view of the foregorng, rt has not been possrble to confirm the legahty, vahdrty and
propriety of the expendrture of Kshs 200,000,000

195. Loss of Cash

Dunng the prevrous year's audrt, rt was reported that the Mintstry had lost
Kshs 6,403,200 apparently pard wrongly to a merchant during the 201112012 financral
year A revrew of the posrhon indicated that an amount of Kshs,3,500,000 has stnce
been recovered leaving a balance of Kshs.2,903,200 outstanding plus interest The
Ministry stand to lose publc funds due to negligence or lack of wrllingness to follow the
rssue to its logical conclusron

Consequently, the recovery of the Kshs 2,9O3,2OO remarns doubtful

196. Loss of CIDC Equipment and Tools at KIRDI

During the 2O09|2O1O, the Govemment establshed the Economrc Stimulus
Programme (ESP) wrth the arm of overcoming the challenges occasioned by the
global financral crrses of 2008/2009 through creatng opportunrtres for Kenyans for a
better fufure. The then Mrnrstry of lndustnahzalton (now Mtntstry of lndustrialtzatton
and Enterpnse Development) was one of the Mintstries selected to parhctpate tn the
Constituency lndustnal Development Centres (CIDC) component of the Economlc
Strmulus Programme. During the 2O1O|2O11 financral year, the Mrnrstry of
lndustriahzatron and Enterprrse Development undertook to construct and equtp CIDCs
in all the then 210 constrtuencies under the old constitutional drspensatron

As the constructron progressed, the Mrnrstry decrded to procure tools and equipment
such as lathe machrnes, compressors, concrete mixtures, vbrators, hand dnlls among
others valued at Kshs.220,691 ,487 fot all the 210 CIDCs even before construction
was complete As a result, the items were warehoused at the Kenya Industrral
Research and Development lnstrtute (KlRDl) to awart distnbutton upon complehon of
the CIDCS To date d4 CIDCs are completed wth electnctty connected but 89 are still
at drfferent levels of completron whrle some 22 constrtuencres dtd not provide land for
the constructron lt has not been possible to confirm why the Ministry hastened to
procure all the equrpment and tools when constructon was far from completion

ln addruon, dunng the year under revrew, rt was learnt that some equtpment had been
stolen, and an audit inspecton at KIRDI premrses revealed that there has been
constant pilferage of the equrpment and tools and the store ts almost empty wth less
valuable rtems such as fire extinguishers and cannrbahsed machrnery

\ly'hereas several rtems had been rssued to some of the completed ClDCs, a
compaflson of the orrgrnal stocktake wth the current sttuahon revealed that goods of
an approxrmate value of over Kshs 60,000,000 may have been misappropnated This
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rs despite the fact that the store rs under 24 hours' surverllance and rs rnsrde a
guarded and fenced compound of the Instrtute an rndrcaton that, the management
may have been culpable of the loss due to neghgence

Consequently, it has not been possible to confirm that the Mrnrstry got value for money
for the procured tools worth Kshs 220,691 ,487.

197. Budgetary Control

197.1 Comparison of Budgeted versus Actual

A comparrson of the recurrent & development budget verses the actuals revealed the
followrng,
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The budget was therefore under-utilized by Kshs.3,419,942,506 representing about 38%
under absorption.

197.2 Grants and Budget Execution

The supplementary budget of grants and transfers to agencies exceeded '10% yet there is no
evidence that there was unforeseen and unavoidable circumstance where no budget
provision was made. A tabulataon of the over expenditures are as follows.

Recurrent & Development Expenditure

Approved
Printed

Estimates
KShs.'000'

Supplementary
Estimates

KShs.'000'

Cumulative
Expenditure

KShs.'000'

% Revision

Grants & others
transfer to agencies 3,365,956,219 2,668,800,000 6,034,756,219 79o/o

The supplementary estimates amounting to Kshs.2,668,800,000 did not comply with
provisions of Article 223(5) of the Constitution of Kenya Sections 21 ,  3Q)@) and 44 of
the PFM Acl, 2012 and Section 40(9) of PFM Regulations, 2015 were also violated.
Consequently the expenditure was contrary to the fiscal responsibility principles and
flnancial objectives of the economy.

197.3 Textile and Leather Working Machinery and Equipment

During the year ended 30 June 2015, the Ministry procured textile and leather workshop
machinery and equipment such as generators, folding machines, industrial training
machines, sewing machines, overlock machines, ashford tapestry machines among
others for Kenya lndustrial Training lnstitute, Nakuru worth Kshs.214,899,000.

Although the inspection and acceptance committee certificate confirmed the goods to
have been of the right quantity and specifications, the machines and equipment have
not been installed and used as planned owing to lack of power installation and alleged
delayed exchequer releases.

ln the circumstances, it has not been possible to confirm that value for money has been
obtained for the expenditure of Kshs.214,899.000.00.

198. Pending Bills

The Ministry's financial statements disclose pending bills of Kshs.295,233, 519 as at 30
June 2015. lncluded in these bills is Kshs.29,147,682 relating to legal fees payabte to
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the Attomey-General but for whrch no supporting documentahon was made available
for audit veflfication Further, the carryrng fonryard of the pending brlls drstorts the
subsequent year's budget

ln the orcumstrances, rt has not been possrble to confirm the propnety of thrs expendrture

199. Non-compliance with Public Finance Management Act, 201.2
Management, Supervision and Liquidation Fund

Sectton 84 of the Publc Frnance Management Act, 2012 requrres the Accountrng Officer
admrnrstenng a national publrc fund to prepare and submrt financral statements of the
funds at the end of each fiscal penod and submrt the same for audrt to the Audtor-
General. Further, Rule 18 and 49 ofthe Cooperatrve Socrehes Rules, 20M under Legal
Notrce No.123, estabhshes both the Management and Supervision Fund, and the
Cooperatrve Liqurdation Account respectrvely and entrusts the Commrssroner for
Cooperatrves with therr management and administratron The Minrstry drd not prepare
and submrt for audrt separate financral statements of the Management and Supervisron
Fund as well as Lrqurdatron Account for the years ended 30 June 2013, 2014 and 2015
to enable the Audrtor-General to grve an assurance or otherwse on the Fund's financial
posrtron by the sard date

ln the srcumstances, the Ministry is rn breach of the law
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MINISTRY OF MINING

FINANCIAL STATEMENTS FOR VOTE I19

Basis for Qualified Opinion

2O0. Un-authorized Expenditure on Surplus Appropriation in Aid (A.l.A.)

The statement of recetpts and payments reflects other receipts totaling
Kshs 1,319,889,112 whrch under note 3 to the financral statements under A lA reflects
a balance of Kshs 34,916,416 45 agarnst an approved budget of Kshs 14,000,000
resultrng rn an excesysurplus rn A I A of Kshs 20,916,416 45 which procedurally, the
Mrnlstry of Mrnrng should have surrendered to the exchequer account. However as at
30 June 2015, the surplus AIA had been expended and rematned unsurrendered

201. Revenue

201.1 Royalties Received from Carbacid Company Ltd - Carbon Dioxide

Other Recerpts' balance of Kshs.1,319,889,112 includes royalhes of Kshs 1,008,093
received from Carbacid Co Ltd on carbon droxde. Clause 10 of the signed mtning
hcense requires Carbacrd Co Ltd to file progress reports and sales return whtch form
the basrs for royalty payments Carbacrd Co, Ltd has to date not compled wth the
prousron ln the circumstance, it has not been posstble to confirm the accuracy and
completeness of the royaltres amount recetved from Carbaod Company Ltd

20'1.2 Royalties received from Base Titanium Limited - Titanium

lncluded in the Other Receipts are royalttes received from Base Tttanrum Limited of
Kshs 260,706,550 on account of tttantum exports These recetpts are based on self-
declared export quanthes for which the Commissroner of Mrnes and Geology has
rssued export permrts There has been no evidence of subsequent veflficatton of the
actual exports vs-a-vis declared quanttttes to validate therr acrcuracy lt ts therefore not
possrble to confirm the completeness and valtdtty of royalhes' income as reported under
Base Trtanium Lrmrted

202. Uncollected Revenues on Dealer Licenses

The Mrnistry has not put rn place a functronal system for tracking dealers' license vahdrty
and superusron of therr operations Consequently, there has been no dealer premtse
vrsrts conducted rn the year under revtew to venfy vahdrty and compliance wrth the
exrstng lrcense terms lnformatron avatlable rndrcates that revenues totalltng
Kshs 820,000 rn the form of dealer ltcense rematned uncollected and undlsclosed rn the
financral statements as of 30 June 2015 ln the ctrcumstances, tt was not posstble to
confirm the accuracy and completeness of revenue figure of Kshs 1,319,889,112
drsclosed under note (3) to the financral statements
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203. lrregular Export Permits

lnformahon avarlable rndrcates that export permrts wth a value of US$ 18,619,645
(approxrmately Kshs l,9 brlhon) were issued dunng the year by an unauthonzed officer
whose employment contract exprred on 19 Apnl 2014 Thrs rs contrary to the Mining Act
whrch stpulates that, export permrts are to be srgned off by the Commrssroner of Mrnes
or an authonzed officer whose authoflty has been delegated rn wntrng,

Consequently, the valrdrty of the revenue collechons on the export permrts rssued by the
officer could be challenged.

2O4. Pending Bill3

As drsclosed under Annex 1 in these finanqal statements, the Mrnrstry has pendrng brlls
totallrng Kshs 9,060,804 as at 30 June 2015 relatng to 20'1412015 financral year that
have been carned foruvard lo 2015120'16 finanoal year The reported operatng
expenses have been understated by this amount

205. Lack of Fixed AssGts Register

The Mrnrstry does not marntarn a fixed asset regrster for all its fixed assets lt is
therefore not possrble to venfy ownershrp, exstence and valuatron of all rts assets

Other Mattel

We draw your attentron to the followrng matters

206. Appoinfnent as Receiver/Collector of Revenue

As at the time of concluding the audrt, the Mrnrstry of Mining was yet to be appornted
recerver / collector of revenue and has continued during the year under review to collect
revenue contrary to the Publc Frnancral Management Act,2012, section 75(1) The
accounhng officer has subsequently, vrde letter dated 16 November 2015 wntten to
Drrector General Accounhng Servrces for apporntment as recerver/ collector of revenue

207. lrregular Meetings of the Audit Committee

Treasury crrcular No 16 dated 4 October 2005 requrres that the audrt committee meets
at least four (4) hmes rn a year Dunng the year under revrew, the commrttee met only
once on 28 August 2014, hence rendenng hmited oversight and governance over
mrnrstenal actrvrtres The financial statements were also not reviewed and approved by
the commrttee before being submrtted for audrt as shpulated rn the orcular.

208. Delays in Commissioning of Ministry Laboratory

The Mrnrsfy duflng the financial year completed the construchon of lts new laboratory
complex at lndustnal Area at a cost of Kshs 102,848,43620, However, as at the
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complebon of this audrt, the laboratory had not been put into use and has conttnued to
remarn ldle.

My opinron rs not qualified rn respect to the above matters
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OFFICE OF THE ATTORNEY.GENERAL AND DEPARTMENT
OF JUSTICE

FINANCIAL STATEMENTS FOR VOTE 120

Basis for Qualified Opanion

209. Accuracy and Completeness of the Financial Statements

The figures reported rn the financral statements as at 30 June 20 15 do not agree wth the
figures rn IFMIS as tabulated below;-

Variances between IFMIS and Financial StatomenE Balances

Details Financial
Statementg

(Kshs)
IFMIS Report

(Kshsl
Variance

(Kshs)
Recerpts

3,263,655,000 3.236,765,000 (26,890,000)
Payments

3,274,596.843 3,290.U6,U4 15,749,801
Finanoal Assets

93,700,021 1,242.329.451 (1,146,629,430)
Financral Lrabrhbes

93,685,412 850,450,505 (756,765,093)
Openrng Balances
(Net Frnanctal Assets) 21,433,222 21,293,O19 140,203

Although the Office of the Attorney-General and Department of Justrce has attnbuted
the vanances to non-functronal auto reconohatron functron rn lFMlS, rt rs not clear why
the office cannot reconcrle rts records Further, farlure to marntarn accurate records rn

IFMIS may rmply rnaccuracy and rncompleteness of the financial statements.

ln the crrcumstances, the accuracy and completeness of the financial statements for the
year ended 30 June 2015 could not be ascertarned,

210. Unsupported Revenue Expenditure

The statement of recerpts and payments reflects proceeds from domestrc and foreign
grants of Kshs 300,000,000 as at 30 June 2015 lt was alleged that the donor agenoes
pard the funds directly to reoprent projectyprograms and the expendrture incurred
thereon rn form of Research, Studres, ProJect Preparatron, Desrgn and Supervrsron
However, no supportng documentatron has been provided for audrt revrew to confirm
the amount recerved and spent by the Office of the Attorney-General and Department of
Jushce

Consequently, rt was not possrble to confirm the accuracy and propriety of the revenue
or expenditure of Kshs 300,000,000
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2l l. Pending Bills

During the preuous financral year, the Office of the Attomey-General and Department
of Justice drsclosed pendrng brlls amounting to Kshs 17,060,902 45 However, this
figure was understated by Kshs 16J22$00 00 of other pendtng btlls that were not
drsclosed and supported and have subsequently been paid rn the year 201412015

Further, the pending bills for the financtal year 20'1412015 amounted to
Kshs.204,450,444 out of whrch Kshs 14,215,439 remarned unpard as at the Ume of
audrt and rs hkely to distort the 2015/2016 budget. ln addrtron, Note 24 reflects
Kshs 93,685,4'12 as accounts payable whereas Note 26 1 to 26 3 reflects nil balance

212. Cash and Cash Equivalents

Examrnation of the recurrent account bank reconcrhation statement revealed payments
rn cash book not rn bank statement of Kshs 104,619,219 36 out of whrch
Kshs.35,7214,293 have been long outstandrng and also payments rn bank statement but
not in cash book amountrng to Kshs.53,132,463 out of whlch Kshs45,162,116 have
been long outstandrng

Although the office has explarned that they have adjusted therr cash book wth
Kshs 33,127,388 and Kshs 33,078,871 respectively and further explarned that most of
the payments in bank and not in cash book were pay advances that were patd by
Central Bank of Kenya on their behalf to foreign banks, no analysis was prouded to
support and lustrfy the adJustrnents

ln the circumstances, the cash and cash equrvalents balance of Kshs.93,871,592 30
could not be confirmed

213. Non-Oisclosure of Fixed Ascets

As prevously reported in Annex 4 to the finanqal statements, the office of the Attomey-
General and Department of Justrce had fixed assets of Kshs 165,132,187
(2013Kshs 183,260,588) as at 30 June 2014 However, the Office of the Attorney-
General and Department of Justce drd not marntarn a fixed assets regtster during the
year and drd not drsclose any fixed assets in Annex 4 as at 30 June 2015 lt was
therefore not possrble to venfy and confirm the fixed assets maintatned and added or
disposed duflng the year

ln the qrcumstances, the accuracy of nrl balance, the existence, secunty and values of
the fixed assets of the office could not be ascertarned.

Other Matter

21{. Weak lnternal Control

Office of the Attorney-General and Department of Justrce has weak tntemal control,
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i) There rs no system rn place for captunng and venfyrng data from direct payments by
the donors Thus figures reflected rn the finansal statements about these payments
are not supported and therr accuracy could not be ascertarned

ii) lnternal Control Envrronment and Pohoes

a) There are no nsk assessment processes rmplemented at the Office and there ts
no evrdence of drsaster recovery plan/business conttnutty program that ts put tn
place.

b) There rs no documented and approved nsk management poltcy and there are no
wntten pohoes and procedures to gurde key processes for management of
assets, revenue, expendrture, personnel and servrce dehvery

c) There rs no lnformahon Technology (lT) Strategrc Plan and commtttee to gutde
lT govemance and align it to the strategic objectrves of the Office

Data rntegrity rs upon whrch the financral statements are prepared by the office ts doubtful

215. Budget and Budgetary Control

The Office of the Attorney-General and Oepartment of Justrce had a total budget for the year
201412015 of Kshs 3,482,018,843 for both recurrent and development expenditure.
However, the Office uthsed a total of Kshs 3,OO2,77 5,301 resultng rn an underutilizatron of
Kshs.479,243,542 (13o/o) of the total budget Further, the office drd not recerve
Kshs.801,509,542 (21o/o) of the planned exchequer releases to rmplement tts annual
oblechves

The ma;or budget vanance were as follows

No. ltGm Budget Actu.l Vari.ncG oh

(Xshs.) (Kehs.) (rchs.)

1. Under-expendrlure rn 124,866,901 56.283,561 68,583,340 45%
acqursrtron of assets

2. lncrease in expendrture 300,000,000
in resp€ct of Research
studies and prorecls

87,804,497 212,195,503 700/o

The under expenditure on acqursrhon of assets has a negatave impact on servtce dehvery
and the huge rncrease rn research studies reflects an unrealistic budget

My oprnron rs not quahfied tn respect of these matters
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OFFICE OF THE ATTORNEY€ENERAL AND DEPARTMENT OF JUSTICE - OFFICIAL
RECEIVER

Unqualified Opinion

There were no matenal rssues noted durrng the audrt of the financral statements.

Emphasis of Matter

I draw your attention to the following weaknesses in the intemal control systems of the
Official Recerver

a) There was no rrsk management pohcy rn place dunng the year under revrew

b) No risk assessment was carried out to idenhfy and address key areas of concem
and document specrfic controls rn response to identrfied nsks - There is no
evrdence that management assessed the rnternal controls applicable to address
any material weaknesses that could be rnherent rn the controls-

c) The Officral Recerver has not produced operating manuals to gurde key
processes and controls for receipts from debtors/customers, payments to
credrtors, personnel, expenditure, assets and lrabrlrtles and rnvestments

d) There was no operatronal plan for the year under review

e) Most systems of the Official Receiver are manual

0 The rnstitutron does not have an approved lnformatron Technology (lT) strategrc
plan and secuflty pohcy

S) The institutron has no formal, documented and tested drsaster recovery
plan/emergency procedure in place, to guide on cases of emergency

My oprnron rs not qualfied rn respect of thrs matter

REVENUE STATEMENT OF OFFICE OF THE ATTORNEYGENERAL AND
DEPARTMENT OF JUSTICE

Bacis for Qualified Opinion

216. Revenue Budget Analysis

The revenue statement reflects actual collectrons of Kshs 430,482,650 agarnst
estmated receipts of Kshs.504,640,710. However further scrutrny of sources of
revenue reveals huge over and under collectrons partcularly rn respect of Registraton
of Companres (Over-Kshs 260,37 4,071) or 1385%, Regrstrahon of marnages (Over-
Kshs71,184,216) or 1312o/o, Regrstratron of Books and Newspapers (Under-
Kshs 9,721,343) or 98% and Publc Trustees Fees - (Under-Kshs 401,'165,523) or 88%
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among others Although the under and over collectons were attflbuted to introduction of
Huduma Centres, the Office has not explained the steps tt has taken to ensure that tts
revenue eshmates are as realisttc as posstble Further, the drashc drop tn some
sources of revenue compared lo 201312014 has not been Jushfied

217. Difterence between Revenue Statements AmounE and Records Reported
at ths Collection Points

The Office of the Attorney-General and Deparbnent of Justtce has several revenue
collection pornts rncluding the Pubhc Trustee Revenue reported to have been collected
should tally wth the records matntatned at each of the collecton points Revrew of the
records maintarned by the Pubhc Trustee revealed that there were variations between
the revenue collected by the Departnent and the amount reflected rn the statement of
revenue by the Recerver of Kshs 7,101,240 45 and Kshs 6,533,313 whtch were return
to drawer (RD) cheques returned for collectton to vanous Pubhc Trustees stattons and
to vanous Deputy County Commisstoners respectrvely lt was not clear and the Ofiice
has not explained the current status of the cheques as at 30 June 2015

KENYA LAW REFORM COMMISSION

Unqualified Opinion

There were no matenal tssues noted durrng the audrt of the finansal statements

JUDGES AND MAGISTRATES VETTING BOARD

Unqualified Opinion

There were no material rssues noted durrng the audit of the financral statements

TRUTH, JUSTICE AND RECONCILIATION COMMISSTON

Basis for Disclaimer of Opinion

218. Accuracy and Completeness of the Financial Statemonts

The statement of financral posrtron of the Truth, Justtce and Reconctltahon Commrsslon
(TJRC) lacked openrng balances Further, the statement of management responsrbilrties
was not srgned by the officials as requtred The whole financral statements were not
dated and the necessary supporttng documents and schedules rncludrng cash books
and government ledgers, were not prouded for audrt revrew
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ln addition, although notes to the financial statements were provided, they were poorly
numbered and arranged such that it was not easy to follow the financial statements. The
financial statements also lacked numbered pages and headings.The cash and cash
equivalents' balance brought forward of Kshs.42,327,256.00 differs with the 201212013
closing balance of Kshs.4'1,388,3'16.00. There is a variance of Kshs.938,940.

ln the statement of cash flows, cash and cash equivalents balance at the end of the
year is posted as Kshs.28,601,894.00 , which differs from the statement of financial
position's cash and cash equivalents balance of Kshs.172,236.00, resulting in a
variance of Kshs.28,429,658.

ln the circumstance, the accuracy and completeness of the financial statements could
not be ascertained.

219. Un€urrendered lmprests

The statement of financial performance under use of goods and services reflects an
expenditure of Kshs,26,273,845.00 which includes an imprest of Kshs.2, 1 13,920.00
which was not sunendered or accounted for.

Consequently, the recoverability of the outstanding imprest is doubtful.

There is no income reflected in the statement of financial performance, yet, there is an
expenditure amount of Kshs.4'l ,216,887.00.

220. Prior Year Adjustment

A prior year adjustment in the statement of financial positton of Kshs.10,679,215.00 has
not been explained. As a result, the accuracy and validity of the prior year adjustment
could not be confirmed
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THE JUDICIARY
FINANCIAL STATEMENTS FOR VOTE.I2I

221. Umupported Foreign Grants

Dunng the year under review, the unrted Natrons Development Programme (UNDP)
extended finanqal support towards reforms rn the Judrcrary to the tune of
Kshs 47,007,198 Examrnahon of relevant documents revealed that Judrcrary as the
implementrng parher rn the Judrcrary Transformatron Support Project only prepares
financral requests for specified functions whrch are pard for by the financrng parher The
implemenhng partner does not marntarn a cashbook and does not prepare payment
vouchers for any expendrture rncuned A total of Kshs.47,007,198 was rncurred in the
rmplementatron of the project in the year under revrew but the expendrfure could not be
verified because the payment vouchers and the relevant supportng documents were
alleged to be rn the finanong partne/s custody.

ln view of the foregorng, the foreign grants of Kshs 47,007,'198 and the expendrture
thereof could not be ascertained

222. krcgular Payments

lncluded rn the figure of Ksh 16,358,600 rn respect of board expenses rs
Kshs 3,025,500 which represents payment of monthly allowances to staff who aftended
board commrttee meetings of the Auclroneers Lrcensing Board As per Office of the
Presrdent orcular NO OP/CAB 21124(9) dated 29 August 2003, public servants
aftached to commissrons, commrttees and boards are entitled to be pard one thrrd ('ll3)
of the amount pard to non-public servants rn a grven board/commrssron/commrttee,
However, the Auctioneers Licensrng Board pard Kshs 1,196,667 over and above the
amount stipulated in the Crrcular.

Consequently, the expendrture of Kshs 't,196,667 rs not a proper charge to pubhc funds
and has not been recovered to date

223. Ca3h and CaEh Equivalents

223.1 fhe cash and cash equrvalents' balance of Kshs 1'17.539,897 represents three
bank accounts namely recunent, development and pro1ect (JPIP) Further, the
Judrciary maintarns bank accounts at Kenya Commercial Bank for AlE-Recunent and
development accounts rn all the 120 court statrons- At the end of the financial year,
these court accounts are expected to have a nrl balance because any outstanding
balance should be remrtted to the marn account at the cenkal bank However
Kshs-18,255,732 20 outstandrng balances for srx (6) court stations of Homabay,
Kerugoya, Gatundu, Kehancha, Nyando and Taveta had not been transferred to the
headquarters account at the Central Bank of Kenya as at 30 June 2015
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223.2 Outstanding lmprests and Salary Advances

lncluded in the amprest and cash balance of Kshs.11,803,266 as at 30 June 2015 is an
amount of Kshs.3,859,025 which has been outstanding for almost one year and has not
been recovered as at the date of this report. Further, the cash balance differs with the
balance of Kshs.1 '1,871,262 shown in Note 10 by Kshs.67,996.

The recoverability of the outstanding imprest is doubtful.

ln view of the foregoing, the accuracy and completeness of the cash and cash
equivalents balance of Kshs.1 17,539,897 could not be confirmed.

224. National Health lnsurance Fund Contributions

The Judiciary did not effect the new NHIF rates with effect from 1 April 2015 as
expected and specified by the legal notice No.107 but commenced the revised rates as
from July 2015. Arising from the failure to apply the new rates in the months of April,
May and June 2015, the Judiciary failed to remit an amount of Kshs.14,515,410. Failure
to comply with the gazette notice supplement No. 12 is a breach of the law and
regulations and this reflects negatively on the Judiciary, an institution which is the
custodian on the application of the laws of the Republic of Kenya.

The Judiciary risks payment of huge penalties to the Fund.

225. Acquisition of Assets

During audit inspection of construction of court buildings in various courts and various
court operations in the month of September 2015, the following observations were
made:-

225.1 Narok Law Courts

The Judiciary awarded a contract for erection and completron of Narok Law Courts to a
construction firm for Kshs.20,583,210 contract No. D26RV/NRI(601 Job No.8174A to
commence on 'l August 2OO7 tor 52 weeks and to be completed on 28 August 2007
The contract was extended up to 30 November 2009 with a cost variatton of
Kshs.3,032,302.20 Wthout any justifiable reasons. Although the contractor was
required to enter into a sub-contract agreement with another firm for plumbing, drainage
and fire protection at a cost of Kshs.2,257,44.20, it is not clear whether it materialized
as no evidence was availed. Due to poor performance, the contractor was given 14
days on 9 December 2009 to complete the works or the contract be terminated in
accordance with clause 33 of the conditions of the contract.

However, rn unclear circumstances, and instead of terminating the contract, the
contractor was paid Kshs.1 ,1 54,756.80 (certificate No. 9 dated '1 1 December 2009),
Kshs.570,636.sO(Retention fees), Kshs 2,107,684 30 (certificate No.1 1 of 8 October
2010) and Kshs.1,189,401.30 (certificate No.10 of 11 November2010).

After the above unclear payments, the pro.iect was still rncomplete and rt was handed
over to the Judiciary on 22 March 201 1. The Judiciary then advertised the works afresh
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and awarded the fresh works to a dtfferent constructton firm at a cost of
Kshs.65,194,539 on 28 April 2015.

ln the crrcumstances, rt is not clear and the Judrcrary has not explarned how much the
project has costed the tax payer and why the first contractor could not complete the
project despite havrng been patd over 95% of the contract sum. Further due dillgence
was not carned out to protect public funds and tnterests.

225.2 Eldama-Ravine Law Courts

The Judrcrary awarded two contracts Nos Jud/106/201412015 and Judl1O7l2O14l2O15
for construction of a new court and refurbtshment of the law court building at a cost of
Kshs 65,505,814 80 and Kshs 4,304,365 80 respectively. The contracts were awarded
to two constructron firms on 4 February 2015

However, some tender documents were not typed and had alteratons which casts
doubts on the credibtlrty of the whole tender proc€ss Further, no tittle deeds were
made available for audrt venficatlon

As a result. the propflety of the expendtture of Kshs 69,810,180 60 could not be
ascertarned

225.3 Kakamega Law Courts

On May 1 5, 2015, the Judicrary awarded contract No. Jud/1 30/201412015 for
construchon of publc toilets, guardroom, holdtng cells, e)tension to customer care untt,
repair of parkrng drrve way, storm water drarnage and masonary wall fenctng to a
constructron firm at a cost of Kshs U,67O.412 80 However, the award was later
contested by Judrciary who stopped the srte handover on 16 July 2015 for further
rnvestlgations on the tendenng process Further, even though the project was
supposed to commence on 23 June 2015, the project has not krcked off by the hme of
audrt rn January 2016

ln the crrcumstances, rt rs not clear how the Judrcrary's will avord possible nsks of
lrtrgatrons and to save the tax payers money,

225.1 Mavoko Law Courts

(i) On 4 February 2014, the Judrclary awarded contract No Jud/88/201412015 of
Kshs 2,511,000 to a company for rnstallatron of two contatners Although the contatners
were installed, rt was noted that they dtd not meet minimum required court standards
due to lack of set up necessary partitions and thetr hmrted srzes.

ln the circumstances, rt was not clear whether Judrcrary and the tax payer got value for
money of the Kshs 2,51 1,000 spent on the project.

(ii) Further, and although the Judrcrary rn the year 2013 spent Kshs 46,458,069 for
constructron of a prefabncated Court at Mavoko, there was no evrdence on the ground
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as the court operates ftom the two steel contarners wth one placed dangerously on top
of the other

It is not clear therefore how the Kshs.46,458,069 was accounted for and whether
Judrciary got value for the money

225.5 Embu Law Courts

On 30 September 2014, the Judrcrary awarded a tender to a firm for the constructton of
Embu Hrgh Court burldrng at a cost of Kshs 229,325,'146 However, tender documents
were not made avarlable for audrt verificatrons

ln the crrcumstanc€s, rt was not possrble to ascertarn that proper procurement
procedures were followed in the Court constructton and whether the expenditure was a
proper charge to public funds.

225.6 Court Deposits

Scrutrny of Embu Chref Magrstrate's Court depostt ledger showed that I included
deposits whrch were deposrted in the year 2003 and whlch had not been clarmed nor
the cases determrned. lt was not possrble to estabhsh the stiatus of those cases or why
the deposrts remained unclarmed

ln the crrcumstiances, it has not been possrble to ascertarn the amount of court cash
deposrts held by the Embu Law Courts as at 30 June 2015.

226. Suspense Deposits and Outstanding B.nk Payments

Examinabon of courts refunds made revealed that not all stations have submrtted therr
bank reconcilatron statements and the refunds were not fully supported Further,
outstandrng deposit account reconcrhaton showed a suspense balance totallng
Kshs 93,068,013 97 that has not been explarned ln addrtion, the year-end reconcthation
rn Supreme Court has an outstandrng payment in bank but not rn the cashbook totaltng
Kshs 62,863,086 These payments are neither supported nor explatned as to what they
represented. Consequently, the total deposrts account balance of
Kshs,3,1 51 ,1 28,372 15 could not be confirmed

227. Chiet Magistrate's Court - Kitale

227.1 Purchase of Furniture

Examrnahon of records at the Chref Magrstrate's office Krtale revealed that out of a total
recurrent expenditure of Kshs 8,643,955. an amount of Kshs 969,225 was spent on
purchase of furnrture from Pnsons lndustry Fund However, no inspectton and
acceptiance cer!ficates were rssued contrary to Sectron 17(1)(4XbXc) of the Pubhc
Procurement and Drsposal Regulations, 2006
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ln the absence of the inspectlon and acceptance commrttee's certrficate, it has not been
possrble to determine whether the fumrfure supphed met the technical standards and
whether the Judrciary got value for money

227.2 Failure to Maintain a Fixed Arsets Register

Dunng the year under revrew, the Judrciary did not maintarn a fixed asses regrster to
keep detarls of assets acqurred duflng the year wth a value of Kshs,902,752,829 and
those brought forward wth a balance of Kshs.1 ,457,592,424 (Nole 7)

Further, the Krtiale court did not marntarn the assets register for assets used. lt was
therefore not possible to ascertain the existence, locatron, the number and value of
assets in the custody of the department at the trme of carryrng out the audrt.

ln the absence of the fixed assets register, proper accountiabrlrty of assets purchased,
handed over and drsposed off mrght not be guaranteed

Consequently, the exstence, valuatron, accuracy and secunty of the fixed assets stated
at Kshs 2,390,345,253 could not be confirmed

224. Transfer to Other Government Units

lncluded in the statement of receipts and payments and at Note 5 is Transfer to Other
Govemment Unrts balance of Kshs 378,861,368 as at 30 June 2015. However, Annex
3 supports a balance of Kshs 345,373,587. The resulting vanance of Kshs.33,487,781
has not been reconoled

Consequently, the accuracy, and utrhzatron and accountability of the Kshs.33,487,781
could not be conlirmed

Other matter

229. lntern.l Audit

There was no evidence that internal audrt secton of the Judrcrary has been carryrng out
its dutes Thrs rs due to lack of reports generated by thrs sector wrth its
recommendations which should rndrcate how thrs sectron rs assrstrng Judrcrary to
rmprove its performance on seryrce delvery The reports prepared, recommendatrons
made and further actions taken to rmprove the Judroary operatrons were not avarled for
audrt veflficahon

23O. Previous Years Mattarc

ln Note 14 to the financral statements, the Judicrary has indrcated that all matters except
No.5079a were resolved, However, Judrcrary has not explarned wrth sufficrent evrdence
how the followrng matters were resolved
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Paragreph

s07(a)
s07(b)
so7(c)
510
512
513 (r)

513 (tr)

Basis for Qualified Opinion

231. Budget and Budgetary Control

lssue

Stalled prolects at Bomet, Wanguru and Othaya Law Courts
Tenders at Kencho Law Courts
Non-funcbonrng WAN/LAN
Accuracy of cash and cash equrvalent balance
Outstandrng lmprests and Advances
Unsupported Payments from deposrt bank account
Unreconciled deposrt at Nyamrra Law Court

Itam

Recarpts

Crbgory

Dovelopment

Budg.t
Kah!

3 093 000 000

2013t201a
(K.h3)

Actud
(Krht)

1.277,387,057

20't42015
(Krh!)

Varirnca
(K.h!)

1,815,6r2,9.a3

!l Comm.nlr

11lo No
explanatlon

Developmenl r57,000,000 65,967,038 101.032.962 100/o

Acqulsfton of
assels

Oevelopment

Devclopment

Recurrent

231.1 Budget versus Actual Variances

The Judrcrary received only 41o/o of the development funds Further, the management
spent on average 50% of the expendtture budget No explanaton has been provrded
for vanances

231.2 Revenue Analysis

Itcm Catcgory

Traosfer to
other
Government
ljn s

Acqursrton of
Ass6ts
Other
expenses

1,776,000,000

1,100,000.000

131.8€2.414

825.031,189

547,862.461

77 ,721 .639

950.968,811

552.137,539

51 't10 775

46yo

50%

59lo

3

1

5

Varirncr
(K.hB)

0/6 Comm.nlt

Proceeds from Recerpts
domestrc and
Forergn
Grants

568,156.260 17,007,197 521,149,063 91% Not
explarned

Paymenrs 316,780,217 1,200.142.365 883,662.11E 278% Not
explarned

2 Other
expenses
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The huge drop in recerpts for domeshc and foreign grants of Kshs.521,149,063 has not
been explained. Further, the over-€xpendrture of Kshs.883,662,118 rn other expenses
has not been lustrfied ln addrtron, surplus for the year has dropped from
Kshs.269,286,893 n201312014 to a deficrt of Kshs 139,943,733 n201412015

ln the circumstances, the budget and budgetary control mechanrsms by the Judicrary
are weak and the planned and promised services have not been effectvely dehvered for
the year ended 30 June 2015

232. Budget Absorption veEus Cases Clearance

During the year under revrew, the development budget absorpton rate was estrmated
as 85% whrle the recunent budget was estimated as 95%. Further the case clearance
rate was recorded as 76%(303,126 cases resolved) whrch was a decline ftom the 87%
(457 ,U0 cases resolved) clearance n 201312014 Further, the Judrciary had 'l 19
development projects durrng the year at varying stages of implementaton to rmprove on
courts and court facihties However, it is not clear and Judrciary has not explained why
both the budget absorption rates and the court cases clearance rates were on a decline
whrle the tax payer expects enhanced servrces.

REVENUE STATEitlENT . THE JUD]CIARY

Basis for Qualified Opinion

233. Discrepancies in Revenue Records

233.1 Naivasha Law Courts

Records marntained at the staton reflects the amounts of sunender to the Headquarters
for court fines and court fees as Kshs 100,923,9&4 00 and Kshs 11 ,612,408 00
respectvely However, records maintarned at the Headquarters had sunenders
amounhng to Kshs 110,192,341 00 and Kshs 10,583,445 00 for court fines and fees
respectvely and hence a drfference of Kshs (9,268,377 00) for court fines and
Kshs 1,028,963 00 for court fees The drfference between the two sets of records has not
been reconcrled

ln the crrcumstances, the accuracy and completeness of the revenue collected and
surrendered from Narvasha Law Courts could not be confirmed as at 30 June 2015.

233.2 Eldoret Law Courts

Finec

An audrt rnspectron at Eldoret Law Court rndrcates that fines collected rn the financral year
201412015 was Kshs 51 ,984,727 .00 However, the amount of fines surrendered at
Headquarters totalled Kshs 38,070,330 00 resultrng in an unexplarned difference of
Kshs 13,914,397 00

il5



Further, the revenue collection control sheet number 0192365 collected two dfferent
amounts of Kshs.522,360 00 and Kshs.1,537,475,00 ln addttaon, the amount of fees
collected could not be confirmed as revenue collection control sheets and sunenders
were not made avarlable for audrt

Consequently, the amount of fines and fees collected and surrendered from Eldoret Law
Courts could not be ascertarned

Other Matter

234. Documents examined revealed that Naivasha Law Courts statron drd not maintatn
collechons and sunender documents such as a clear copy of collectron control sheet (GO
163 Revrsed), a propedy prepared recerpt voucher for each month and a summary
rndrcatrng each month's surrender totals and the totals for the whole financral year at the
year end A number of these documents were mtsstng or poorly filed makrng rt drfficult to
confirm whether conect surrenders were made to the Headquarters

Further, a number of revenue receipt books were not accounted for rn Meru Court Statron
My oprnron rs not quahfied tn respect to thts matter

DONOR FUNDED PROJECTS

CAPACITY DEVELOPMENT FOR THE SUPREME COURT OF KENYA PROJECT

Unqualified Opinion

There were no material rssues noted dunng the audit of the financral statements

Other Matter

235. The Capacrty Development for the Supreme Court of Kenya Pro,ect Grant
No 0130-0970 for $'1,000,000 (Kshs 52,120,000) was srgned on 4 October 2013 lor a
two year period However, no funds were recerved and utrhzed rn the lSrst year ended
30 June 2014. ln the current year 201412015 only Kshs.18,959,840 out of the
Kshs52,120,000 was uhhzed represenfing a pallry 36.40/o Although the proJect has
received a no-cost elitensron to 30 June 2016, the low prolect funds absorphon may
affect the achrevement of prolect goals and obrecttves

JUOICIAL PERFORMANCE IMPROVEMENT PROJECT

Basis for Qualified Opinion

236. Undelivered Motor Vehicles

The prolect rnrtrally awarded a contract to CMC for supply of 13 motor vehrcles on 02 Aprrl
2014 al a cost of Kshs 41,600,000 00 whrch was objected by the World Bank as CMC
was not the lowest evaluated brdder. The contract was later awarded to Global Fleet
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Sales Company of Thailand, through competrtive lnternatronal Tender, for supply of
thrrteen (13) Ford Everest 4x4 vehrcles vde tender Mn. JTCl11l2013114 dated 2 Apnl
2014 aI a cost of US$ 425,800 (equrvalent Kshs 36,234,125) The cost excluded custom
duty and other taxes. The dehvery perrod was three months after payment of 90% of the
cost However, at the time of the audrt, only 9 vehrcles had been dehvered after a
payment of Kshs.66,891,600 55.

The delay rn dehvery of the above vehrcles occasroned inehgrble penaltes of
Kshs 20,045,562 as per lnvoice No GFSHF14-0100F whrch had not been pard at the
close of the year and the Prolect rs hkely to rncur more costs rf the remarnrng vehrcles are
not dehvered lt rs not clear why due drligence was not camed out by the Judroary to
avord unnecessary costs to the taxpayer

ln the crrcumstances, the propnety of the rnehgrble penalties of Kshs 20,645,562 and the
cost of the undelivered four vehicles could not be confirmed.
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ETHICS AND ANTTCORRUPTTON COIUI$ISSION (EACC)

FINANCIAL STATETENTS FORVOTE 122

Unqualitied Oplnlon

There were no material issues noted during the audit of the financial statements
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NATIONAL INTELLIGENCE SERVICE

FINANCIAL STATEMENTS FOR VOTE 123

Basis for Qualified Opinion

237. Un4leared Agency Account Balance

The Servrce has not explarned why the agency account balance (MFA) amounhng to
Kshs 43,666,962 00 brought fonvard from prior penod has remarned outstandrng as at
30 June, 20'15 as shown at note '13 to the financral statements

INTELLIGENCE SERVICE DEVELOPMENT FUND

Unqualifi€d Opinion

There were no matenal issues noted dunng the audrt of the financial statements
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OFFICE OF THE DIRECTOR OF PUBLIC PROSECUTIONS

FINANCIAL STATEMENTS FOR VOTE ,I24

Unqualified Opinion

There were no matenal rssues noted during the audrt of the financtal statements

Emphaais of tlatter

238. lncrea3ing Pending Bills

The office has pending brlls of Kshs 26,473,75295 (2014 Kshs'1,'196,404)
June 2015 agarnst a deficrt of Kshs.6,847,139(2014 Kshs 5,593,752)
sustarnabrlity wrll be threatened rf thrs trend contnues rnto the future

as at 30
Servrce

My opinron rs not quahfied tn respect to this matter

PUBLIC TRUSTEE

Unqualified Opinion

There were no materral rssues noted during the audtt of the financral statements

Othor Matter

I draw your attenhon to the followrng tnternal control weaknesses

(i) The Pubhc Trustee has not fully embraced the use of lT seruces so as to mtgrate
from the exrsting manual system to tmprove efficiency and accuracy tn tts
accounting and record keeping Data rntegflty is therefore not assured

(ii) There was also no approved drsaster recovery plan and a documented and tested
emergency procedure an place, should a disaster occur rt may result rn loss of the
manual records and the Trustee may not recover or manage the recovery process
properly Thrs would rnterfere wth operaions and in turn grossly affect the
beneficianes

(iii) There was no rrsk management pohcy rn place dunng the year under revrew

My oprnron rs not qualrfied in respect to these matters
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COMMISSION FOR IMPLEMENTATION OF THE
CONSTITUTION

FINANCIAL STATEMENTS FOR VOTE 125

Basis for Qualified Opinion

239. Unauthorized Excesr Vote

The Commrssron's statement of rec€ipts and payments reflects expenditure amountng
to Kshs 349,780,096 compared to an approved budget of Kshs 306,000,000 No
evrdence was availed to support the approval of the over-expendtture by the Nahonal
Assembly-

As a result the Commrssron had an unauthonzed excess vote of Kshs 43,780,096 00 as
at 30 June 2015

240. Cash and Gach Equivalents

210.1 Long Outstanding ltems in Bank Reconciliation Statements

Examrnatron of the bank statements and bank reconcihatron statements revealed
unexplarned and unresolved long outstrandrng rtems as follows

Item Central Bank of Kenya KCB A/C
(Kshs) (Kshs)

1 Payment rn cashbook not rn bank 1 1,192.330
2. Payment rn Bank not in cash book 4,609,233

3,464,548
2,423,137

3 Recerpts rn cashbook not rn Bank 10,001,'l 13 2.903.479

Consequently, the cash and cash equrvalents balance of Kshs 6,806,944, could not be
confirmed

241. Previous Year's lscues

241.1 Outatanding lmprosts and Advances

The statement of assets reflects an outstandtng tmprest balance of Kshs 32,941,671 00
as at 30 June 2014 However, records as at 20 January 2015 reflected a balance of
Kshs 11,235,309.00 which remarned outstandrng beyond the due dates

No reason has been provrded for the farlure by the Commrssron to have the imprests
recovered from the salaries of the imprest holders Consrdenng that the Commrssron's
term comes to an end by 31 December 2015, these rmprests may prove dtfficult to
recover withrn the remainrng penod
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241.2 Fraudulent Procurement of Goods and Services

The statement of recerpts and payments as at 30 June 2014 reflects expenditure of
Kshs.232,015,419 00 under use of goods and seruces which rncludes expendrture of
Kshs 44,170,578.00 rn respect of printrng advertrsrng and informatron supphes and
services The audit revealed that during the year under review, the Commrssron pard
Kshs 9,200,000 00 to a supplier vrde payment voucher No 1104 dated 22 Apnl 2014 of
Kshs.6,000,000,00 and payment voucher No.1288 of Kshs,3,200,000 00 for purported
newspaper supplements, vrdeo, photography and medra mobrlzatron These payments
were made desprte the followng noted rrregularittes

i. The Local servrce Order (L.S O ) No 088968 that was used to pay
Kshs 6,000,000 00 drd not belong to the Commtssron

ii There was no eudence of the method of procurement follorn€d by the
Commissron or that of the tender commrttee sancttoning the procurement
process.

iii. The payment voucher No 1288 and supporttng documentatton that were
used to pay Kshs 3,200,000 00 were not avarled for the audtt revaew as
the voucher was reported to be missing

The Commrssion has however, rndrcated that the mafter has srnce been reported to the
Pohce Cnmrnal lnvestrgations Deparunent (ClD) for further tnvesttgaton and recovery of
Kshs.9,20o,000 00 vide OB/43/12120'14 The recovery of Kshs 9,200,000,00 had not
matenalzed as at 30 June 2015
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OFFICE OF THE REGISTRAR OF POLITICAL PARTIES

FINANCIAL STATEMENTS FOR VOTE 126

Unqualified Opinion

There were no matenal rssues noted durrng the aud( of the financtal statements

REGISTRAR OF POLITICAL PARTIES FUND

Basis for Qu.lified Opinion

242. Unregistered Lease Agreom€nt

The Office of Regrstrar of Pohtrcal Partres entered rnto a lease agreement wth I C E A
Lion General lnsurance Company Lrmrted, for the leasing of therr new offices at Lron
Place, Waiyakr Way, Narrobr, for a penod of 6(six) years from 1 June 2013 to 30 June
2019.

It compnses of 7,798sqff of office space and 929sqff of storage space at a cost of
Kshs 90 and Kshs 22.50 per square foot respectively. The office paid Kshs 8,021,'167
for the first quarter (13t July 2013-1sr October 2013) and the lease transactton was
finalized and signed accordingly However, the lease agreement was not regrstered
contrary to Sechon 54 of the Land Registratron Act. Further, the security deposit of
Kshs 4,083,181 has not been drsclosed in the financral statements

ln the circumstances, the valdrty and legalrty of the lease agreement could not be
confirmed
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WITNESS PROTECTION AGENCY

FINANCIAL STATEi'ENTS FORVOTE I27

Unquallfted Oplnion

There vyere no material issues noted during the audit of he financial stabments.
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MINISTRY OF INTERIOR AND COORDINATION OF NATIONAL
GOVERNMENT

STATE DEPARTMENT OF INTERIOR
FINANCIAL STATEMENTS FOR VOTE I33

Basis for Qualified Opinion

243. Contract for Provision of Compreh€nsive Group Life lnsurance Covei;
Contract No. NPS/002/2O1 U2O1 5

Revrew of avarled documents revealed the followng

243.1 lrregul.r Award of Contract

Examrnaton of an evaluabon report for tender Number NPSIOO2|2O14-2015 for the
Provisron of comprehensive group hfe rnsurance cover for Nattonal Pohce and Prisons
Services revealed that the lowest evaluated brdder submitted a btd totaltng
Kshs 629,019,316 00 whrle the mntract was awarded to another brdder at
Kshs 1,747.209,700 00

Further, examrnaton of the report revealed that the lowest evaluated brdder was
drsqualified based on the followrng grounds -

(i) Form of tender was not duly completed and that the format of the form of
tender had been vrolated by not stating the capacity of the signatory

(ii) The brd document requrred that the person srgnrng the form of tender
rndrcates hrs/her capacrty rn the organrzatron However, the form of tender for
the firm was srgned on behalf of the Sales Manager Group Lrfe and Pension
and drd not rndrcate hivher name and capacrty in the organtzation

Although Secton 64(2Xb) of the Publc Procurement and Disposal Act, 2005 allows for
correctrons of enors or oversrghts that do not affect the substance of the tender, the
lowest brdder was drsqualtfied wthout berng given a chance to conect the error

ln addrhon, the basrs upon yvhtch the lowest brdder was drsquahfied ts not among
mandatory requrrements rn the preltmtnary evaluahon contrary to Section 66 (2) of
Publrc Procurement and Drsposal Act, 2005 whtch prohtbrts tntroductton of a new
criterion dunng evaluatron and companson of tenders

Audrt has also estabhshed that rt was mandatory thal 2o/o of tender secunty on the
quoted tender amount be guaranteed However, thts requtrement was warved rn respect
of the awarded firm as a guarantee of Kshs.32,940,252 00 rssued by a bank on 26 May
2014 was accepted rnstead of Kshs 34,9214,194 00
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ln an effort to defeat audrt trarl, an unsrgned Bank guarantee amounting to
Kshs 3,000,000.00 was rssued by another Bank on 28 May 2014 to cover the shortfall
amounhng to Kshs.2,003,942 00 No reason has been grven for the omrsslon

243.2 lrregular Lcfier of Acceptance

Although, the awarded Company purports to have rssued unreferenced Letter of
Acceptance dated 7 June 2014, rts valdrty and legaltty could not be confirmed as tt ts
refernng to Notrficatron of Award Letter whrch is dated 30 June 2014

243.3 Notification of Award and Contract Document

Although, Notrficatron of Award Ref No NPS/IGlClClGENl4l Vol I (48) dated 30 June
2014 was issued to the firm, contract number NPS/00212O14-2O15 for Provrsion of
Comprehensive Group Lrfe lnsurance Cover for National Poltce and Kenya Prisons
Servtce Staff was hurnedly signed on 1 July 2015 between the Accountng Officer and
the firm for a penod of two (2) years contrary to Section 68(2) of the Pubhc Procurement
and Disposal Act, 2005 that requrres a contract to be srgned fourteen (14) days after
Notrficatron

243-4 Performance Bond

Although, the firm submifted a Performance bond Ref No 001LBG010414 dated 17
July 2014 amountrng to Kshs 174,7 20,97O.0O to Offlce of the lnspector General in
accordance with clause 7 ofthe contract, a Performance Bond is a crucial component of
contract document signed on '1 July 2015

213.5 Nature and Scope of the Comprehensive Group Life lnsurance Cover

Examrnation of the Group Lrfe lnsurance Cover has revealed that the scope lncluded
but not hmrted to the followrng -

i) lf an employee dres or suffers permanent and total disabrhty defined rn the
polcy document resultng from natural causes, the beneficranes are entitled
to a lump sum of 5 years basic salary

ii) lf an employee dres as a result of accldental and / or occupatonal causes, the
beneficraries are entrtled to a lump sum payment of 8 years basic salary.

iii) lf an employee suffers permanent and total dlsabllity from accidental and / or
occupahonal causes, the employee shall be entttled to a lump sum payment
of 8 years basrc salary

iv) Cover for funeral expense rs Kshs 150,000.00 per employee to be settled
wthrn 24 hours on recetpt of bunal permtt

v) The pohcy has no exclusron whatsoever rn respect of any cause of death
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However, examinatron of mrnutes of a meetrng held on 30 June 2015 rn whrch the
renewal of the group lfe insurance cover was drscussed, members were in
agreement that renewal and payment must be based on satsfactron ofthe customer
(Natronal Police and Kenya Prison Servrces)

ln this regard therefore, an assessment of the contract based on the nature and
scope of the contract detailing the number of police and Pnson officers, therr monthly
basrc salanes and the lump sum paid by the apphcant seekrng renewal, was not
done.

ln addrtron, detarls of officers whose benefits are rncluded an Article 3 of the contract
as free cover Lmrt amounhng to Kshs 20,000,000.00 have not been defined or
disclosed.

243.6 Payment Vouchers

Record of Payments show that the purported wnner has been pard
Kshs.3,494,419,400.00 in two (2) consecutrve years;

Oate PV No. Amount (Kshs.)
19.09 2014 342 1,600,000,000 00
23 03 2015 391 147,209,700.OO
23 10 2015 528 1 ,747 .209.700.00
Total 3,494,,419,400.00

However, the Mrnistry has not availed Payment Voucher Number 391 for
Kshs 147,209,700 00 and assessment report, the basis upon which I can evaluate and
confirm that Kshs 3,494,419,400 00 so far paid is commensurate wth contracted
seruces offered and that the value for money has been reahzed rn accordance wth
sectron 68(1) of the Pubhc Frnanclal Management Act, 2012.

A request for tender documents among other documents through letter Ref
NS/MICNG/|NSP|2O14-2O15 (9) dated 7 August 2015, however, the same were not
submitted for audit revrew

ln vrew of the foregorng, lam not able to confirm that the payment of
Kshs 3,494,4'19,400 00 was lawful and effectrve as requrred under Article 229 (6) of the
Constitution

24/,, Supply and Delivery of Communication Equipment and Accessories at
Administration Police Service - Kshs.370,879,500.00

241.1 Award of Contract

Examrnaton of contract records revealed that the tender for the Supply and Dehvery of
Communicatron Equapment and Accessories was advertised on 25 May 2012 for the
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purchase of assorted items Thrrty two (32) bidders bought tender documents out of
whlch sixteen (16) retuned the same for evaluatron

Evaluation of tender reveals that erght (8) firms were responsrve and therr brochures
were forwarded to Kenya Crvrl Avrahon Authonty for analysrs However, the listed
mandate of Kenya Crvrl Avratron Authonty rs to support atr transport operations tn the
country whrch has no relevance to the procured rtems, therefore, the Justification for
submittng brochures and not samples to Kenya Crvrl Avratron Authorrty for analysrs of
communicatron equrpment has not been explatned

ln addrhon, the Analysrs Report from Kenya Crvrl Avratlon Authonty (KCAA) has not
been avarled for audrt venficatron contrary to Sectton 37 of the Publc Audrt Act, 2003

24.2 Relationship of AwardEd Firma

The contract was awarded on the basts of Frame Work Contractrng where goods and
seruces are procured on need basrs to four (4) firms
An evaluatron of the Confidential Busrness Questronnarre reveals that two (2) firms
share physrcal address at srh Avenue Office Suite located on plot number 2O9l2l2 on
Ngong Road.

A further analysrs shows that Kshs 259,759,500 00 or 7Oo/o ot lne total expendrture
rncurred on these items amounUng to Kshs 370,879,500 00 has been paid to the two
related companies

2U.3 Losa of Kahs.'|13,234,000.00

Audit has further revealed a loss of Kshs.1 1 3,234,000 00 resulting from the purchase of
the rtems from the two (2) related companies instead of the lowest evaluated brdder

2U.4 Use of Expired Contracts

Audrt has also revealed that contracts used exptred on 30 June 2014 contary to PPOA
Crrcular Number 6/2010 on gurdehnes for ftame work contracttng which requires that
they should not exceed two years.

There rs an rndrcatron that the procurement process was not farr, equrtable, transparent,
competrtrve and cost effectrve as requrred by Artcle 227 (1) of the Constttutton
of Kenya, (2010)

245. Human Roaource Records

245.1 The finanqal statements under summary statement of receipts and payments
reflect under compensatron of employees an amount totakng Kshs.54,500,751,000.00
which differs wth the payroll summanes obtiarned from IPPD system for State
Department for lntenor that reflect expenditure totaling Kshs 50,252,055,914.70
rncurred on salaries and other allowances durang the year under revrew, wrth a resultrng
drfference of Kshs 4,248,695,523 30
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215.2 Records marntarned at Natonal Polrce Service (NPS) Headquarters rndtcate
that the Natronal Polrce Servrce Commrssron in a letter dated 1 September 2015
drrected the lnspector General of Pohce to effect promotton of stxty four (44) ciultan
staff serving in the Mrnrstry of lntenor and Coordinatron of Nalonal Government contrary
to provrsrons of Paragraph '15 and 16 of the Treasury circular letter Ref No 8/2015
dated 10 June 2015

245.3 lnformatron available rndrcates that the Commrssron has to date not tssued
terms & conditaons and Scheme of Seruce for crvrlian staff at National Police Service lt
rs therefore, evident that the use of Public Servrce terms and scheme instead of
Natronal Police Seruce Commissron's terms and condrtrons were uthzed without
authoflzatron of Princrpal Secretary contrary to Sectron E 4 (1) and (2) of the Code of
Regulations (2006)

Further, the above vacant posts were not advertrsed for tnterested staff to apply,
appraised, intervrewed and promoted as required under Sectron E26 and E27 (1) and
(2) of the Code of Regulatrons (2006) ln addrtron, there was no budgetary provrsron for
the promotron of srxty four (64) members of staff in the Mtnrstry's budget.
Consequently, the transparency, farmess and equrty tn these promobons could not be
ascertarned

246. Accountability of Visa Stickers and Passports

246.1 Visa Stickers

Examinatron of registers maintained at Department of lmmigrahon show that Vrsa
Sttckers worth Kshs 2,728,302,000.00 were rssued to the Mrnrstry of Foreign Affairs and
lnternatonal Trade dunng the financral 201312014 and 201412015. lt was observed that
39,900 blank passports valued at Kshs 202,500,000 00 were rssued to five (5)
consulate missrons and 13,872 pnnted passports valued at Kshs.65,988,000.00 to
foreign mrssrons/embassies ln these crrcumstances, total revenue collected excludrng
certrficate of good conduct, ldentity cards and others of Ksh 2,996,790,000 00 drffers
wrth the Kshs 1,524,300,362 00 reflected rn the finanoal statements lor 20'1312014 and
201412015. The resultrant drfference of Kshs 1,472,489,638 00, a loss has not been
accounted for.

246.2 Passports

Audrt rnspection of selected Kenya missronyembassres rn the financral yeat 201412015
that included Washrngton DC, London, Berlin and Pretona revealed that several blank
passports were rssued drrectly to the mrssrons by the Department of lmmrgratron
However, the passports were not recorded at the mrssrons/embassies Counter Recerpt
Book Registers and also not produced for physrcal audrt verification as requrred under
Section 118(2) of Pubhc Finance Management Regulahons 2015. Subsequently, the
exstence of these passports valued at Kshs 133,052,500 00 as detiatled could not be
confirmed -
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Mission
Washington DC
London
Berlin
Pretofla

Amount (K!hs.)
19,500,000 00
93,000,000 00

8,242,500 00
12.810.000 00

rul05a500-00

ln vrew of the foregorng together wth explanahon submrtted by lmmigration department
that vrsa stckers and passports are not included rn Pubhc Frnance Regulatrons as
accountable documents, rt rs not possible to confirm that their use rs lawful and effecbve
as required rn Artrcle 229 (6) of the Conshtutron of Kenya (2010),

247. Purchase of Land and Houses for General Service Unit

As reported in paragraph 77 ol lhe audrt report for the financral year ended 30 June
2014, attentron was drawn to the rnegular purchase of land and houses for General
Servrce Unrt rn whrch the Mrnrstry pard Kshs 1,200,000,000.00 out of
Kshs 2,400,000,000 00 in regard to Crvrl Case Number NRB HCC 617 of 2012 through
Legal Dues, Arbrtratron and Compensaton lt was noted that the Mrnrstry, rn the year
under revrew, further paid an addrtronal Kshs-600,000,000.00 on 25 March 2015. No
Justficatlon has been provded for this irregulanty

248. Loss of Ksh6.14,004,600.00 through lrregular Training of Pilots

Examinatron of records maintained at Kenya Police SerMce shows that the office of the
lnspector General of Police entered rnto a contract to organise trainrng known as 4x ab
rnrtral to commercral helicopter prlots wth M/s Acarrza Avration Lrmrted (Contract No
SUCPL(HyKPAW0614) at a sum of Kshs 75,627,483 70

Further, Kenya Police Servrce Trarning Commrttee (KPSTC) approved that four (4)
police officers were to be trained as hehcopter prlots at Starhte School (South Afrrca)

However, rn unclear crrcumstances, an officer who was approved by Kenya Police
Servrce Trarnrng Commrttee (KPSTC) to trarn as fixed wing prlot at Nrnety Nine Flying
School was rrregularly rncluded among helcopter trarnees scheduled to jorn Starhte
School (South Africa)

Further, an examrnation of final suspension report dated 11 May 2015 show that the
officer was suspended from the trarning school due to the followrng reasons -

(i) The student expenences disonentahon dunng transrtions and chmbrng turns

(ii) Her hovenng rs rmprovrng but not safe

(iii) When gorng through transition from hover to foruvard flrght, she erther chmbs
or drves toward the ground
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(iv) Dunng chmbrng turns, she enters a sptral dnve to the left, whtch eventually ts
noticed and recrvered at +- 150 feet Above Ground Level (AGL)

(v) The student's approach to landtng rs dangerous, wth hrgh rate of decent and
forward speed, untl the instructor has to recover before ground rmpact

Records avarled for audrt further show that Kshs 14,004,600.00 had been rncuned on
the trainee at the time of her suspenslon, resultrng tn a nugatory payment which has not
been recovered or explained

ln addrtron, examination of the Office of the lnspeclor General's response Ref. No. SEC
POL 1l5l10l1NOL )U145 dated 7 June 2016 shows that the four (4) officers who were
nominated and approved to be trained as hehcopter pilots were replaced with four (4)
other officers whose trarnrng cost amounted to Kshs 75,627 ,483 70 pard through
voucher No 124 dated 1 Septembet 2014. No lustrficatron has been provided for the
change

ln a due drligence check M/s Acaflza Avatton Ltmtted as not regtstered by Kenya Crvrl
Auatron Authority to offer avtatton training servrces rn Kenya.

249. Unaccounted Fuol at Embu West

Examrnatron of records marntatned at vanous counttes revealed that payments
amounting to Kshs 1,002,887 00 were made to vanous supplers for purchase of fuel
dunng the financial yeat 201412015 as follows, -

County
OCPD Embu West
DCIO Embu West

Amount (Kshs.)
643,957 00
358,930 00

1-002*882-00

However, updated fuel regrsters tn support of Kshs 1,002,887.00 were not made
avarlable for audrt revrew to show how the fuel was drawn and utthsed. Consequently,
the propnety of the expenditure of Kshs 1,002,887.00 could not be ascertained

Further, the odometer for motor vehrcle reglstratton number GK 46234 was faulty for
the peflod under revrew lt was therefore, not posstble to ascertain the total dtstance
covered by the vehrcle and whether it was economtcal to use

250. lrregular Procurement of Materials for Construction and Rehabilitation of
Non-Residential and Residential Buildings

Examrnatron of payment vouchers at Narok North Dtstnct Treasury revealed that
temporary rmprest totialltng Kshs 5,487,750 00 were lssued to officers and spent on
constructron of Narok County Police Admrnrskation block and renovahon of Narok
County Pohce Commander's restdential house number NAROKHOUSE/HG4.
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Documentary evrdence presented for audit revealed that the engtneer's eslmates for
the consAuctron of the admrnrstration block and renovation of re$dentral houses were
Kshs 3,483,143.60 and Kshs 1,857,160.00 respectvely, all totallng Kshs.5,340,303 60

However, the followrng observattons were made -

(i) The archrtectural design and plan for the admtntstratton block was not
done makrng it dtfficult to eitablish how the engineer's esttmates were
developed by the county works officer - Narok

( ii) The constructron works were not sourced competttively as it was observed
that two (2) officers were rssued wrth rmprests which they used to
purchase buildrng matenals and labour The stngle sourcing of materrals
did not comply with the provtstons of Sectton 74 of the Pubhc Procurement
and Drsposal Act, 2005 which sets the condttlons under whtch dtrect
sourcrng may be allowed

( iii) The imprest holders were also solely rnvolved tn ordenng and receivrng of
burldrng matenals as evrdenced by forms 513 attached to the payment
vouchers rn total disregard of the role of tnspectton and acceptance
commrttee The qualrty and quantrty of the butlding matenals were not
rndependently venfied before recerving and subsequently payrng for the
materials

(iv) The burldrng matenals and labour were sourced from supphers who were
not prequalrfied for the financial year 201412015 contracts tn unexplatned
crrcumstances. There was no evtdence of adequate supeNtston of the
construction works rn form of srte mtnutes, matenals and measurement of
works by the county works officer

(v) A site vrsit conducted on 28 October 2015 revealed that some works were
done and the burldrngs were rn use However, final measurements of
works ftom the county works officer were not done and therefore, I was
not possrble to determrne the value of works done

ln the absence of a proper procurement process, supervtsion and measurement of
works at rs not possrble to confirm authorisaton and value for money in an expendtture
totalhng Kshs,5,487,75O 00 rncurred on constructton and rehabilitatron of non-restdenttal
and resrdentral burldrngs as required by Sectron 68 (1) of the Pubhc Frnance
Management Act, 2012

251. Pending Bills

lnformahon and records avalled rndlcate that pendtng brlls totalltng
Kshs 5,070,255,1 53 07 as shown were not settled rn the year that they relate to but
were rnstead carried forward to year 2015 / 2016
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Financial Year
2012t2013
2013t2014
2014t2015

Amount (Kshs.)
1,720,959,324 75
2,641,689,049.85
5,070,255,153 07

The Kshs 5,070,255,153 07 pendrng brlls for the year under revrew drffers wth the
supporlng schedules and documentabon. Kshs 4,828,392,000 00 reflected rn the
financial statement and under note 26 1 by an unexplained and unreconciled difference
of Kshs 241,863, 1 53.07.

Had these brlls been pard and expendrture charged to the accounts for the current year,
the statement of recerpts and payments for the year ended 30 June 2015 would have
reflected an excess vote (deficrt) of Kshs4,810,136,15300 instead of the suprlus of
Kshs.260,1 19,000 00 now shown

Farlure to settle brlls dunng the year to which they relate distorts the financral statements
for the year and adversely affects the budgetary provrsion for the subsequent year to
whrch they have to be charged No justrfication has been provrded by the Accounting
Officer for failure to pay brlls rn the year that they relate to

252. lnaccuracy of the Financial Statements

The statement of assets as at 30 June 2015, rncludes unvouched and unsupported pnor
year adjustments figure of Kshs (876,675,000 00) under the funds balance adjustrnents
Consequently, the accuracy and vahdrty of the net financral positron of
Kshs 2,032,899,000 00 as reflected rn these financral statements could not be
confirmed

GOVERNMENT PRESS FUND

Unqualified Opinion

There were no mateflal rssues noted dunng the audrt of the financral statements

KENYA CITIZENS AND FOREIGN NATIONALS MANAGEMENT SERVICE

Other Matter

253. lnformatron available rndrcates that the Acting Drrector General was pard a sum of
Kshs 6,735,000 00 contrary to Cabrnet Secretary's letter Ref CONF/MOICNG/CSA/OL.1
dated 3 June 2014 that required terms and conditons of engagrng Actng Drrector
General be determrned rn consultatron wrth Salarres and Remuneratron Commrssron ln
addrtion, no Justificatlon has been made for failure to compebtrvely recrurt and recommend
an appolntment of the Direclor General / Chief Executive Officer rn accordance with
Section 1 3(1) and (2) of the Kenya Crtrzens and Forergn Natronals Management
Act, 20'11.
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ln the circumstances, it is not possible to confirm that the payment of Kshs.6,735,000.00
was lawful and authorized as required by Section 68(1)(a) of the Public Finance
Mairagement Act, 2012.

254. The service has not undertaken its functions to discharge its mandate fully as
stipulated in Section 4(2)V of the Kenya Citizens and Foreign Nationals Management
Service Act Cap 174, Laws of Kenya due to the failure of State Corporations Advisory
Commiftee (SCAC) to categorize it.

Arising from the above, the KCFNMS Board has not appointed a substantave Director
General/Chief Executive Officer and the proposed organization and pay structure cannot
be approved by the Salaries and Remuneration Commission.

My opinion is not qualified in respect to these matters.

STATE DEPARTMENT OF INTERIOR . REVENUE STATEMENT

Basis Ior Qualified Opinion

255. Un-surrenderedRevenue

lnformation and documentation available indicates that the State Department of lnterior
received revenue totalling Kshs.8,51 1 ,806,825.30 from eight (8) sub-collectors of
revenue, that was sunendered to the State Department's headquarters. However, the
Revenue Statement as at 30 June 2015 reflects actual revenue surrendered to the
exchequer of Kshs.8,426,227 ,232.OO, resulting in an unexplained and unaccountable
difference of Kshs.85,579, 593. 30.

256. Un-receiptedRevenue

Revenue records maintained at the Rapid Deployment Unit (RDU) indicate revenue
amounting to Kshs.3,669,650.00 as having been collected under the hire of Security
Services. No documentary evidence has been availed to confirm receipt and
accountability of this revenue as required by Section 6.7.1 and 23.6.7 of the
Government Financial Regulations and Procedures. No justification has been provided
for this irregularity.

NATIONAL COHESION AND INTEGRATION COMMISSION

Unqualified Opinion

There were no material issues noted during the audit of the financial statements
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MINISTRY OF INTERIOR AND COORDINATION OF NATIONAL
GOVERNMENT

STATE DEPARTMENT FOR COORDINATION OF NATIONAL
GOVERNMENT

FINANCIAL STATEMENTS FOR VOTE 134

Basis for Disclaimer of Opinion

257. Unaccounted for Revenue

As reported ln the prevous year's audrt report, the Prrsons lndustnes and Farms Funds
had a closing account balance of Kshs 175,987,430 51 as at 30 June 2013 that was
held rn the former Vice Presrdent and Ministry of Home Affair's deposit account.

The former Vice Presrdent and Minrstry of Home Affarrs operatrons were merged dunng
the year 201312014, rnto the Mrnistry of lntenor and Coordrnaton of Natronal
Government and amounts totahng Kshs 173,970,762 35 were collected between 1 July
2013 and 3 October 2013 when a separate but combrned account was opened for the
Fund ln the orcumstances, these two amounts totahng Kshs 349,958,'192 86 ought to
have been deposrted rn the new bank account. lnformation and records avarled indrcate
that only Kshs.1 18,725,674 40 was deposited resulhng rn a Kshs 231 ,232,51 I 50 loss
of pubhc funds that has not been accounted for No justfication by management has
been made for this rnegularity.

258. Biogas Project at Kenya Prisons Service

As reported rn the prevrous year's audrt report the Kenya Pnsons Servrces had rnrtrated
biogas projects rn fourteen (14) pnsons across the country at an estmated cost of
Kshs.122,129,538.00 out of whrch, expendrture totalhng Kshs 95,758,296 00 had been
incuned. The followrng rnegulantres were observed rn the year under revrew: -

(i) Out of the fourteen (14) Brogas prolects, only four projects are partrally
operatronal at Embu Main, Embu Women, Krsumu Marn and Kitui Marn Prisons
while the rest are either rncomplete or not operatronal

(ii) The brogas plant at Narrobr Remand rs not operatronal yet the contractor who has
srnce abandoned the srte was fully pard amounts totaling Kshs 7,5OO,724,OO

(iii) Although the management rndrcated that rt formed a task force that was to
evaluate and submit a status report on the bro gas plants, the same has not been
avarled for audrt review

r35



(iv) A sum of Kshs.46,481,255.00 or 93% of the contract sum has so far been paid
on four (4) Biogas plants contracted to private companies as follows: -

Prison
Contract Sum Amount Paid

Kshs. Kshs.

Nairobi Remand and allocation
Shimo La Tewa Main
Kibos Main
Kamiti Main
Totals

7,500,724 00
11,528,602 00
11,900.000.00
19,301,929 00
i0211 55,00

7,500,724.00
11,528,602.00
8,150,000 00

19,301,929 00
46.481255.00

None of these projects at the time of the audit was operational.

Under the circumstances, it is not possible to confirm that Kshs.95,758,296.00 so far
spent on all the fourteen (14) biogas plants was lawful and effective as required by
Article 229(6) of the Constitution of Kenya, 2010.

259. Outstandinglmprests

The statement of financial position as at 30 June 2015 reflects under accounts
receivables, imprests amounts totaling Kshs.2,896,655,400.00 which differ with the
trial balance flgure of Kshs.10,740,300.00.The difference of Kshs.2,885,915,100.00
between the two sets of records has not been reconciled. Management has indicated
that the difference is due to erroneous postings by the IFMIS system.

lmprest registers maintained by the department reflect an outstanding imprest balance
of Kshs.3,321,600.00, that ought to have been recovered or accounted for on or before
30 June 2015.

No reasons have, however, been provided for failure to surrender or account for the
imprests as required by sectlon 93 (5),(6) and (7) of the Public Finance Management
Regulations, 2015 which requires a holder of imprest to account or surrender imprest
within seven (7) working days after return to duty station.

ln addition, the accounting officer has not recovered the outstanding imprest from the
defaulting officers' salaries with interest, thus in breach of the Public Finance
Management Regulations, 2015 on imprests.

260. Utilities Supplies and Services

260.1 Electricity

Examination of payments made to Kenya Power revealed that the department is paying
huge sums of money on electricity bills including a single one paid on 27 November,
2O14, of Kshs. 167,499,749. This is included in the utilitaes supplies and services total
figure of Kshs.655,069,700 in the year. Examination of schedules of electricity meter
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serial numbers used revealed that some of the meter numbers do not clearly rndicate
the localon or descriphon of the premrses

Further, the department is payrng electncity brlls for canteens operated by welfares and
workshops for the Prrson lndustry whrch are profit makrng ventures, and therr operating
costs are separate from Prisons deparunents.

An audrt inspectron of Narrobr Remand Pflson, lndustrial Area, revealed that there are
loose power connectrons rn the staff quarters posrng nsks to staff and therr famrlies
Management has not provrded Justrficatron for these anomahes

260.2 Water

Examrnation of payment records pertarnrng to water bills revealed that a total of
Kshs '165,970,236 40 was paid to various water bodres across the country for water
supplied to Penal lnstrtutions

Although, some statons accrued hrgh water brlls, the Mrnistry had mrtigated the water
problems by srnkrng boreholes to supplement the water supply as follows -

Summ.ry ot Borcholca Drillcd .t the St tion3 201tUl5

No Station
Estimat d

coat
Co3t lncurrad

as at June 2015 Balancr

Wat r bills
p.id in

2011t13

Kdur 3,000,000.00 1,500,000.00 1,500,000 00 734,440 00

2
Nyahururu
pnson 9,505,576 00 4.594,601 00 4,910,975.00 2,381 ,51 1.00

3
Kairado
pflson 8,s12,209 00 6,802,166 00 1 ,710,043 00 6,701.060 00

4 Hola pflson I,527 ,704.00 4,749,855 00 4,777,U9 00 174,200 00

5 Tavela pnson 10,382,328 00 8,169,285 00 2.213.043 00 2,051,760 00

Totrl 10,927,817.00 25,815,907.00 15,111,910.00 12,012,97 1 .OO

ln the crrcumstances, it is not possible to confirm that the Department has obtarned
value for Kshs 25,815,907 00 rncuned rn srnkrng of the boreholes to supplement water
supply when water brlls are totalng Kshs,12,042,971 .00

261. Over Pricing of Stores Resulting in Loss of Kshs.62,512,859.00

As reported rn the prevous year's audit report, during the year under revrew, the Kenya
Prisons Servrce procured goods from supphers at pnces stpulated rn the tender but a
market survey done and a companson wrth known market prices shows that the quoted
pnces were far much hrgher and above the prevarling market pnces resultrng rn an
approxrmate loss of Kshs 62,512.859.00, contrary to Sechon 30 (3) of the Pubhc
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Procurement and Disposal Act, 2005; and Section 8(3) (z) of Public Procurement and
Disposal Regulations, 2006 which states that a procunng entity shall carry out periodic
market survey to inform the placing of orders or adjudication by the relevant award
Committee and Section 10(2) (e) of Public Procurement and Disposal Regulations,
2006 which requires that a procuring entity should not pay in excess of the prevailing
market price.

262. Pending Bills

Records maintained at various GK Prisons indicated that bills totaling
Kshs.2,143,639,500.00 relating to 201412015 and earlier years were not settled during
the financial year, but were instead carraed forward lo 201512016 financial year. A
comparison of pending bills from four stations revealed variations with balances
reflected in the financial statements as indicated:

From the above analysis the correctness of the pending bills amounting to
Kshs.2,'143,639,500 disclosed in the financial statements could not be ascertained.

Had the bills been paid and expenditure charged to the accounts for 201412015, the
statement of receipts and payments would have recorded a net deficit of
Kshs.2,143,573,263.40 instead of the Kshs.66,123,600 net surplus now shown. Failure
to settle bills in the year to whtch they relate adversely affects the subsequent years'
provision to which they have to be charged.

263. lnaccuracies of Accounts

The net assets balance of Kshs.1 ,585,070,000 differs with the net financial position
figure of Kshs.66,123,600 by unexplained and unreconciled figure of
Kshs l,518,946.700.

264. Suspense Account Balances - Kshs.2,479,883,300.00

The trial balance reflects a Kshs.2,479,883,300.00 general and district suspense
accounts balance, which has not been incorporated in these financial statements. This
amount has not been supported with an analysis and documentation.

STATION
AMOUNT AS PER

FINANCIAL
STATEMENTS (KSHS}

AMOUNT REPORTED
FROM THE STATION

(KSHS)

DIFFERENCE
(KSHS)

Eldoret Main Prison 21,901 ,775.00 113,881,199.00 91,979,424.00

Kitale Main Prison 1,657 ,740.00 22,544,880.00 20,887.140.00
Kitale Annexe Prison 1,638,700.00 8,362,234.70 6,723,534 70
Ngeria Prison 3,055,433 00 14,925,162.00 I 1,869.729.00
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265, Bank Balances

The statement of financral position reflects a bank balance of Kshs 18,467 ,42O,2OO
which drffers wth the cashbook's total bank balance of Kshs.'l 1 ,300,359 75 by
unexplarned and unreconqled drfference of Kshs.'18,456,119,840 25 as rndrcated

Tvpe Financial Statemsnts
Cash BooUBoard

of Survey
Bank

Statement
Development 550,127,100 00 1,676,668 10 32,918,475.3s

Recurrent 17,920,732,900,00 37,046.85 00 32,819,475 35

Deposrts 3,439,800 00 1 1,263,312 90 13,701.187 25

Total 18,47.t,299.80 t't,300,359.75 'r8,803,835.60

266. Cash Balances

The statement of financial posrtron reflects a cash balance of Kshs 8,540,500 whrch
drffers wth the cashbook's total cash balance of Kshs.4,090,450 45 by unexplarned
and unreconqled difference of Kshs 4,450,O49 55

267. Deposit and Retentions

The statement of assets reflects a balance of Kshs.19,787,545,800 00 rn respect of
deposrts and retentions which drffers wth the tnal balance amount of
Kshs 490,893,600.00 by unsupported, unexplarned and unreconqled drfference of
Kshs 19, 296, 652, 200 00

PRISONS FARM REVOLVING FUND

Basis for Adverse Opinion

268. Debtors

The statement of financral positron as at 30 June 2015 reflects a debtors balance of
Kshs '189,490,028 00 whrch has been explarned as debts for food rahon supphed to the
Commrssroner General of Pnsons No reasons have been given by the Commrssroner
General for failure to collect the huge outstandrng debt

269. Suspense Account

The financral statements reflecl a Kshs 15,639,56144 as Suspense Account figure
brought forward from the prevrous year whrch has not been supported wth
documentatron and analysrs Consequently, the accuracy, vahdrty and completeness of
the Kshs 15,639,561 44 could not be confirmed
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27O. PMG Balance

The Fund did not prepare monthly bank reconciliation statements for the year under
review hence it was not possible to ascertain whether all bank transactions and bank
balances were fairly stated. Further, the Kshs.51,697 ,291.80 PMG balance was not
supported with a bank certificate. Consequently, it is not possible to confirm the
accuracy of the cash and bank balances.

Other Matter

27'1. lnternal Control

The Fund has a weak internal control system in place and irregularities or errors may
have occurred which could not have been detected. My opinion is not qualified in
respect of this matter.

PRISONS INDUSTRIES REVOLVING FUND

Basis for Disclaimer of Opinion

272. Debtors

lncluded in the statement for financial position debtors' figure of Kshs.44,448,964.08 as
at 30 June 2015 are loans amounting to Kshs.5,819,72O.75 due from the former
Permanent Secretary Ministry of Home Affairs, District Commissioners, Officer
Commanding Police Divisions, Commissioner of Police, National Youth Service, Military
officers, Embu District Hospital and Commissioner of Prisons. Also included are old
debts of Kshs.451 ,221 .50 relating to old debts owed by private individuals some of
whom have since passed on and Kshs.5,819,720.00 from govemment institutions with
some dating back to the late nineties.

It is not clear how senror government officers were given goods on credit without valid
contracts. lt has not been possible to confirm if the Fund will be able to recover the
amounts advanced. Any provision that would have been necessary in relation to this
uncertainty has not been incorporated in these financial statements.

273. Suspense Account

There was no documentary evidence availed to support the Kshs.3,966,131.10
Suspense Account (2013 I 2014 Kshs.23,965,577.08) which is explained under note 10
to the financial statements as balancing figures where accounts were not in agreement.

274. Creditorc Account

The financial statements reflect Kshs.61,137,546.00 against creditors which increased
from the opening balance of Kshs.51 ,229,625.00 by Kshs.9,907,921 .00. No explanation
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has been grven for farlure to pay creditors despite the fund reflectrng huge bank
balances

275. PMG Balance

The comprehensrve statement of financral posrtron as at 30 June 2015, rellects a PMG
balance of Kshs.151,321,358 '13 whrch differs with the board of survey report balance of
Kshs 57,823,442 30 by an unexplarned drfference of Kshs 93,497,915 83 ln addrtion,
the bank certificate in support of the balance was not availed for audrt revrew.

The Fund drd not prepare monthly bank reconoliatron statements for the whole year and
hence, it was not possible to ascertain whether all bank transactrons and PMG balances
during the year under revrew were farrly stated

276. lnternal Control and Books of Account

The Fund has a weak rnternal control system rn place and rrregulantres or errors may
have occurred whrch could not have been detected and corrected The Fund also has
been operatrng during the year without maintaining proper books of account as requrred
by the Publc Audit Act, 2003. This made rt rmpossrble to estabhsh and verify the sums
of money recerved and expendrture rncurred on account of the funds and the assets and
liabrhties of the fund for the penod ended 30 June 2015.

277. Nonfiaintenance of Fixed Assets Register

The statement of finanoal posrtron as at 30 June 2015 reflects a fixed assets balance of
Kshs 94,625,147.29 whrch rncludes machrnery worth Kshs.73,559,400 12 and
Kshs 2,926,2140 00 of scrap machrnery, most of whrch have srnce become obsolete The
management of the Fund drd not marntarn a fixed assets regrster Consequently, rt was
not possrble to confirm whether all fixed assets as reported in the statement of financial
posrhon physrcally exrsted or were conectly valued.

REVENUE STATEMENT . STATE DEPARTMENT FOR COORDINATION OF
NATIONAL GOVERNMENT

Basis for Adverse Opinion

278. Late Submission of Statement of Revenue

The Statement of Revenue of the State Department for Coordrnatron of Natronal
Govemment for the year ended 30 June 2015 was submitted for audrt one and a half
(11/z) months late on 19 November 2015 contrary to Sectron 4 (41 of the Public Audit
Act, 2003 whrch required the department to prepare and submrt the revenue statement
for audrt by 30 September 2015,
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279. Cash and Gash Equivalents

The statement of revenue reflects an amount of Kshs.188,350,568.00 that has not been
transferred or surrendered to the exchequer. Information available indicates that this
amount as at 30 June 2015 was held in three bank accounts as detailed: -

Bank Account No. Amount (Kshs.)
Kenya Commercial Bank "t 1 '19438373 38,976,401.00
Kenya Commercral Bank 1'119759730 44,009,626.00
Central Bank of Kenya 1000209593 105,364,540.00
Total 188,350,568.00

The department has not availed documentary evidence in form of bank certificates,
bank statements and bank reconciliation statements to support the above balance.
Under the circumstance, accuracy of the revenue statement of the State Department for
Coordination of National Government could not be confirmed.

280. Books of Account

The Department has a weak internal control system in place and irregularities or errors
may have occurred which could not have been detected and corrected. ln particular,
the department did not maintain Cashbooks, ledgers or prepare Trial Balances to
support the Revenue Statement. Consequently, the accuracy of the revenue statement
could not be confirmed.

)

t
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MINISTRY OF DEVOLUTION AND PLANNING

STATE DEPARTMENT OF PLANNING

FINANCIAL STATEMENTS FOR VOTE 135

Basis for Disclaimer of Opinion

28'1. Prior Year Unresolved Audit lssue3

281.1 Comparative figures for 2012l13

As reported rn the previous year, the Mrnrstry has sttll not provtded summary by ttem to
support the comparatlve figures for the previous years. Further, the Mrnrstry has not
resolved all rssues that were rarsed tn the preuous Auditor-General's report for the
financial year endrng 30 June 2014 as rndrcated below,

281.2 Variances between Actual and Budget Figures

Under Head - 103005300 Planntng and Development - Headquarters, the Mtntstry
spent Kshs 1,9&1,426,798 00 as transfer to other Govemment Unrts which had not been
budgeted for The Mrnrstry, therefore, dtd not adhere to the budgetary provisrons and
no explanatrons and mrfugattng measures were provtded

281.3 lncompleteConstruction Project

The Mrnrstry awarded a tender for the Construchon of proposed flats at Natonal Youth
Servrce Vocatronal Trarnrng lnstitute-lndustnal Area at an estimated cost of
Kshs 49,105,721.10 The contract between the Minrstry and the contractor was srgned
on 22 February 2013 and was eshmated to take 52 weeks from 08 April 2013 to 07 Apnl
2014. fhe Contractor was paid certficate No I for Kshs 7,111,432.26. Physrcal
verificatron carned out on 17 February 2015 showed that the work was abandoned at
foundaton level lnformahon on srte meetings or other management meettngs were not
provrded for audrt Thrs Project therefore appears to have stalled

281.1 Unconfirmed Transfer to Other Goyernment Entities

The financral statements of the Mtnistry reflect recurrent and development combtned
transfer to other Govemment entihes of Kshs 2,871,368,369.00 whrch was not budgeted
for Thrs amount rncludes Kshs 2,151,010,210 reflected rn the financral statements as
transfer to Mrnistry of Lands, Housrng and Urban Development whrch has not been
supported Consequently, the accuracy of figure could not be confirmed
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282. Variance ln Disbursemants to Semi-Autonomous Government
Agencies (SAGAS)

The Mrnrstry drsbursed Kshs 1 ,106,836,773 to srx SAGAS However, the reqptent
Agencies recorded Kshs 839,974,582 20 leavrng a vanance of Kshs 266,862,'190 as
follows.

Two (2) enhties appear to have over-received drsbursements as follows

Consequently, rt was not possrble to confrrm the accuracy or vahdtty of the
Kshs 36,779,590,636 drsbursements to Govemment enhties

283. Unsurrenderedlmprest

The finanoal statements as at 30 June 2015 and as dtsclosed under note 16 reflect
unsurrendered rmprests totalling Kshs 6,479,671. Some of the imprests have been
outstandrng for over srx months and some employees were issued with more than one
imprest prior to surrendeflng the prevrously rssued imprests contrary to Pubhc Frnancral
Management Acl, 2012 and prevarling financral regulattons

281. Caah and Cash Equivalents

As reflected under note 14 to the financral statements, the depostts bank re@ncthatton
statement reflects a cash book bank balance of Kshs 173,247,962 and recerpts in bank
statements not rn cash book amounting Kshs 7,467,757 Also the recurrent bank
reconcihahon statement reflects amounts totalhng Kshs.93,951 40 as receipts in the
bank statements not in the cash book Srmrlarly, the development statements reflect
recerpts rn bank of Kshs.5,596,290 not tn cash book and payments of
Kshs 10,254,055 50 rn bank not in cash book ln consequence, the cash books had not
been updated

Undcr Rcccived Entity Amount Di3buEcd by
Ministry
(K!hs.)

Amount RrccivGd
by Entity

(rchs.)

Undcr

(K!h!.)
Anti FGM Board 38,783,380 00 28,987,486 20 9,79s,893 00
Natronal Youth Councrl 31,317,420,00 14,792,895 00 16,524,525 00
NEPAD Kenya Secretanal 297 ,082,173 00 220.155,401 00 76,926,772 00
Presrdent's Award
Scheme

19,829.000 00 0 19,829,000.00

Uwezo Fund 390,000,000 00 342,500,000.00 47,500,000 00
Youth Enterpnse
Developmenl Fund

329,824,800 00 233,538,800 00 96, 286,000 00

Total 1,106,836,773.00 839,97tl.582.20 256,862.190.00

Over Rcccivcd (Krhr.)
NGO Coordrnation Board 136,487.500 00 178,478,500.00 (41,991,000.00)
Women Enterpflse Fund 130,572,500.00 168,912,500 00 (38.340.000.00)
Total 353,415,478.00 5{t,020,2r9.00 (80,331,000.00)
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285. Acquisition of Assetc

The Kshs 'l'l,4O8,248 expendrture on acqutstton of assets and as detatled under note
13 to the financral statements has not been supported wth rnformatton and
documentary evrdence rncludrng procurement tender documents The Department
explarned that the documents were with investrgating agencies deahng with fraud at the
Department and as a result rt has not been possrble to confirm the adequacy of the
procurement procedures and control rn relatton to all the procurements

ln vrew of the foregoing, the propriety of the Kshs 11,408,248,185 expendrture could not
be confirmed and rt is doubtful that the government got value for money for this
expenditure

286. Pending Bills

Records marntarned by the State Department of Plannrng rndrcates that brlls totalltng
Kshs.7,261,076,350 were not settled durrng the yeat 201412015 but were instead
camed fonivard lo 201512016. Had the brlls been pard and the expendrture charged to
the account tor 2O1412015, the stiatement of receipts and payments for the year would
have reflected an rncreased deficit of Kshs 7,473,895,922 tnstead of Kshs.212,819,572
now shown.

Farlure to settle brlls duflng the year to whtch they relate drstorts the financial statements
for that year and adversely affects the provasrons of the subsequent year to whtch they
have to be charged.

Other Matter

287. Unrocoyered Loans in Mt Elgon Sub-County - Uwezo Fund

lnformatron and records avarlable rndrcates the Mt. Elgon Sub-County was allocated
and drsbursed funds totahng Kshs.21,265,000 to be drstributed to various youth groups
These funds are expected to attract rnterests and be recovered on a monthly basts
However, Kshs.1 ,772,083.33 whrch was due as at 30 June 20'15 remained unrecovered
and no Justrficatron has been provided for thts anomaly

288. Budget and Budgetary Controls

The Department drd not adhere to the approved budget tn some expendtture ttems
dunng the year, hence an under expendrture of Kshs 9,616,658.628. Although the
accountng officer has explarned that the reason for the under expendtture was due to
delays rn the release of the exchequer by the Nahonal Treasury, there rs no indtcatton
as to the measures put rn place to address the underlyrng causes of the under-
expendrtures
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Variances between Actual and Budget Figures

289. Weak lnternal Control

The Ministry has a weak internal control system in place and irregularities or errors may
have occurred which may not have been detected and corrected on a timely basis.

My opinion is not qualified in respect of these matters

Item Actual (KshE) Budget (Kshs) Variance
(Kshs) Variance

Utilities, Supplies and
Services

136,687,678 199,243,525 62,555,U7 31 .40o/o

Communication, Supplies
and Services

73,865,639 103,41 1,803 29,546,164 28.57o/o

Domestic travel and
subsistence and other
transportation costs

232.491,890 302,411,803 69,919,913 23.12Yo

Foreign Travel and
subsistence and other
Transportation costs

54,777,559 85,180,800 30,403,241 35.690/o

Printing, advertising and
information supplies and
services

99,564,581 1 50,1 73,563 50,608,982 33.7Oo/o

Fuel Oil and lubricants 806,861,140 2,167,666,1U 1,360,805,044 62.78o/o
Rentals of produced
assets

1 ,1 58,1 1 0,670 2,207,235,O42
1,049,124,372

47 .53o/o

lnsurance costs 37,903,272 87,562,538 49,659,266 56.71o/o

Traininq expenses 328,170,200 496,332,821 168,162,621 33.88%
Acquisition of Assets 1 1,408,248,185 16,231,981,934 4,823,733,749 29.71
Specialized Materials and
supplies

2,179,594,327 3,24s,291,903 1,065,697,576 32.84o/o

Office and General
supplies and services

170,086,634 311,231 ,344 141,144,710 45.35o/o

Other Operating expenses 567,937,229 858,446,644 290,509,415 33.Uoh
Routine maintenance
vehicles

41,666,756 70,465,347 28,798,591 40.87%

Routine Maintenance -
Other assets

257,358,100 441,737,745 184,379,645 41 .7 40h

Hospitality supplies and
serytces

1,074,669,411 1,286,278,909 211,609,498 16.45o/o

Total 9,616,658,628
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DONOR FUNDEO PROJECTS

CAPACITY DEVELOPMENT PROGRAMME (CDP) PROJECT NO.P.KE.IZO.OO'
GRANT NO.2100r 5001 5794

Unqualified Opinion

There were no matenal rssues noted durrng the audrt of the financial statements

REPORT ON OTHER LEGAL AND REGULARITY REQUIREMENTS

Further, and as requrred by the Pubhc Audrt Act, 2003 and the Bank, I confirm that -

Proper accountrng records have been kept,

The financial statements are tn agreement with the accountlng records,

iii. All Sweden funds have been used tn accordance wth the Grant agreement,
wrth due attentlon to economy and efficiency, and only for the purposes for which
the fundrng of the Capacrty Development Programme (CDP) was provided,

tv. Goods and serMces financed during the year were procured in accordance wth
the terms and condrtons of the Grant Agreement and in accordance wth the
Funds' rules and procedures;

All supporting documentiatron, records and accounts have been matntatned in
respect of the Projects actrvrtres, includtng expenditure rncurred and,

vt. Adequate internal controls to monrtor expenditure and other financral transactrons
exrst

COMMUNITY ETIPOWERMENT AND INSTITUTIONAL SUPPORT PROJECT (CEISP)
P-KE{ZO{01

Basis for Qualified Opinion

290. Stolen Vehicle - GKA 66lY

As prevrously reported, a motor vehicle registrafion No Gl(A 661Y (Whtte) lsuzu D Max
valued at Kshs 1,61 1,200 00 was stolen on 8 Apnl 2013 through vlolent robbery
However, Mrnrstry has not provtded progress report on the loss of the motor vehtcle

v
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2fr1. Umupported Payments

The acquisition ofasseb figure of Kshs.479,344,787 as reflecbd under Nob 8.6 to the
financial stabments includes paymenb totalling to Kshs.4,656,350.50 in respect to
buildings constuction that are not supported with the relevant documentary evidence.

KENYA YOUTH Ei|POWERilENT PROJECT (lflEP) - COUPONENT 3 (lDA
CREDIT NO-'15S7-KE)

Unqualified Opinion

There were no material issues noted during the audit of the financial statomenb.
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MINISTRY OF DEVOLUTION AND PLANNING

STATE DEPARTMENT FOR DEVOLUTION

FINANCIAL STATEMENTS FOR VOTE 136

Basis for Qualilted Opinion

292. Pending Bills

The State Department for Devolution as at 30 June 2015, reported pendrng brlls
amountng to Kshs 3,028,638, 103 The Department dtd not provide measures to be
taken on how to clear these brlls Further, had the bills been paid and the expendrture
charged to the accounts for 201412015 the statement of receipts and payments for the
year would have reflected an excess vote (deficrt) of Kshs 2,929,909,333 instead of the
surplus of Kshs 98,728,770 now shown Failure to settle pendlng brlls durrng the year to
which they relate distorts the financral statements for the year and adversely affects the
provrsrons of the subsequent year to whrch they have to be charged

293. OuEtanding lmprests - Staff lmprests

As reflected rn the financral statements as at 30 June 2015, and as disclosed under note
12 to the financral statements, rs an outstandtng staff rmprest of Kshs 2,369,962 00
whrch ought to have been cleared or surrendered on or before 30 June 2015 Some of
the employees have been rssued wth more than one tmprest, while other tmprests have
been outstiandrng srnce 2011 , 20Og and 2008 As at the time of audit The State
Department of Devolutron had not recovered the same. This rs contrary to financial
regulatrons rn place

294. Cach and Cash Equivalents

The deposrts bank reconcrlatron statement as at 30 June 2015 reflects recetpts tn bank
statements not rn cash book of Kshs 767,624 05 Stmtlarly, the recurrent bank
reconohatron reflects recerpts rn bank and not tn cash book of Kshs '129,524.90 and
payments in banknotrncash book of Kshs 1,129,129,031 00. Some of these payments
were for penods over srx months No reason has been provtded for farlure to update the
cashbook wrth these reconoling amounts

Consequenuy the accuracy of the cash & cash equivalents balance of
Kshs 300,296,693 could not be confirmed
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Empha3is of Matter

295. Other Capital Grants and Transfens

I draw attentron to note 7 to the financral statements. An amount of Kshs.2,302,761 ,682
rn respect of other capttal grants and transfers could not be confirmed due to the
tmplementing agencies not submitting returns of expendtture and recetpts from donor
funds that were not captured rn IFMIS

My oprnion rs not qualified rn respect of this matter

296. Unfunded Authority to lncur Expenditure (AlE) Kshs.24,854,629.00

Dunng the year the prolect recerved four Authontes to lncur Expenditure (AlEs) totaling
Kshs 144,427,629 00 However the bank statement made avarlable reflect an amount
of Kshs 119,573,000 00 leavrng a difference of Kshs 24,8U,629 00 unfunded The
project mrght not meet its budgetary target due to underfunding

My opinion is not qualified in respect of thrs mafter

NATIONAL HUMANITARIAN FUND

Basis for Qualified Opinion

297. Cash and Cash Equivalents

297.1 As reported rn the prevrous year, the recervables rmprest and advances balance
of Kshs 998,552,086 38 as at 30 June 2015 rncludes Kshs 7,948,611 representing
Authorrty to lncur Expendrture (AlEs) tssued to varrous Government Agenoes dunng the
year Consequently, any expenditure relahng to the current year in respect of these
AlEs have been excluded in these financral statements

297.2 Dunng the financial year 20'1412015 the repatnated Kenyan refugees rn Uganda
were pard Kshs 100,000 for households of up to three people and Kshs 'l 50,000 for
households of four people and more As rn the year 201312014 all the lDPs were paid a
flat rate of Kshs 400,000 No sahsfactory explanatron has been provrded for the
vanances rn the payout rates to the refugees

\

\
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NATIONAL YOUTH SERVICE IUIECHANICAL AND TRANSPORT FUND (MTF)

Basis for Qualified Opinion

298. Non-CurrentAasets

As noted rn the audrt report for the financial year ended 30 June 2014, rncluded in the
statement of finanqal posltron total non-current assets figure of Kshs.6,882,968,557 90
as at 30 June 2015 rs an amount of Kshs.4,247,422,517 .84 relatrng to plant and heaw
machrnery The fund has not revalued the plant and heavy machrnery for financral
reportrng purposes srnce inceptron. Thrs situation rs indicatrve of significant impairment
on some of the assets Consequently, it is not possrble to quantfy the overall
imparrment that should be incorporated rn the financial statements

299. Current Assets

299.1 Domestic Debta

The Fund's statement of finanoal posrton under current assets reffects an amount of
Kshs 350,117,961 .75 descnbed as domestrc debts which includes a brought forward
figure of Kshs 274,518,975 91, and an unsupported DG NYS (201312014) debt of
Kshs 18,380,963 34 As prevrously reported, the brought forward figure rncludes an
amount of Kshs 124,600,000 00 borrowed from the fund account at Kenya Commercral
Bank, Mor Avenue by the Minrstry of Devolutron and Plannrng whrch has to date not
been refunded lnformaton avarlable rndrcates that there was no documented pohcy or
authonty grven to borrow from the fund and no jushficatron has been provrded by the
management as to why the outstanding balance of Kshs 350,117,961 75 has not been
pard to date

299.2 Commercial Debts

The statement of financral positron reflects a commercral debt balance of
Kshs 681,319,060 00 made up of the Tana Road Project debt of Kshs 667,518,449 35,
whrch rnclude a balance brought forward of Kshs.657,345,769 35 from pnor years and
other debts of Kshs 13,800,610 65 from pnor penods No explanatron has been
provded for the non clearance of the commercral debts of Kshs 681,319,060 00

Any provrsron that would have been necessary rn relaton to these uncertarntres has not
been rncorporated rn these finanoal statements

300. Fund Balanco

The statement of financial positron as at 30 June 2015, and as shown under note 5 to
the financial statements rs a balance of Kshs 8,223,004,981.35 whrch rncludes an
unsupported pnor year adJustment figure of Kshs 26,860,668 96 The accuracy and
completeness of the fund balance of Kshs 8,223,004,981 51 could not be conlirmed
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WOMEN ENTERPRISE FUND

Basis for Qualified Opinion

301. Receivables from Exchange Transactions

lncluded in the statement of financial position as at 30 June 2015 is a figure of
Kshs.1 ,552,704,278 in respect of receivables from exchange transactrons that includes
non performing loans from financial intermediary partners figure of Kshs.92,577,000.
Any provision that would have been necessary in relation to this uncertainity has not
been incorporated in these financial statements.

Other Matter

302. FinancialPerformance

During the year, the Fund's financial performance continued to deteriorate as it made a
loss of Kshs.8o,429,4O1 (201312014 Kshs.121,546,694) which reduced its accumulated
fund surplus from Kshs.697,753,923 to Kshs.617,324,522. The management has
indicated that it is lobbying the National Treasury to get more money to meet the Fund's
operations which has not been addressed to date. My opinaon is not qualified an respect
to this matter.

DONOR FUNDED PROJECTS

NATURAL RESOURCE MANAGEMENT PROGRAMME - (MEDIUM TERM ASAL
PROGRAMME COMPONENT) - DANTDA NO.104.KEN.806-20-NBO

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

WESTERN KENYA COMMUNITY DRIVEN DEVELOPMENT AND FLOOD
MITIGATION PROJECT IDA CREDIT NO.4278.KE

Unqualified Opinion

There were no material issues noted during the audit of the financial statements

Emphasis of Mafter

303. Acquisition of Non-financial Assets and Other Grants and Transfers and
Payments

I draw attention to notes No.8.9 and 8.1 1 to the financial statements relates to
payments of Kshs.815,899,392.29 and Kshs.724,648,182.80 in respect of acquisition of
non-flnancial assets and other grants and transfers and payments respectively which
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could not be verified due to hmrted resources. ln the ctrcumstances, tt ts not possible to
confirm whether the expendrtures were incurred for the intended purposes

My oprnron rs not quallied rn respect of thts matter

i
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MINISTRY OF EDUCATION, SCIENCE AND TECHNOLOGY

STATE DEPARTMENT OF EDUCATION

FINANCIAL STATEMENTS FOR VOTE 139

Basis for Adverse Opinion

304. Unauthorized Expenditure

The statement of receipts and payments for the year ended 30 June 20'15 reflects
proceeds from domestic and foreign grants receipts of Kshs. 1,521,514,353 which,
according to note 2 to the financial statements are grants received from bilateral
donors. lncluded in this figure are actual development proceeds under Head 0015
- Directorate of Basic Education and Head 0025 - Secondary and Tertiary Education
Headquarters Administrative Services of Kshs.778,614,510 against respective approved
budgetary provision of Kshs,770,000,000. This resulted in an excess expenditure of
Kshs.8,614,510. No evidence of Treasury approval for the budgetary reallocations was
availed for audit review. The Ministry was therefore in breach of Govemment Financial
Regulations which require that all expenditure should be within the approved budget.

305. Compensation of Employees

The statement of receipts and payments reflects compensation of employees' figure of
Kshs.3,249,040,298 which includes an amount of Kshs.3,168,540,763 in respect of
salaries and allowances related to permanent employees. However, a review of the
Ministry's accounting records and payroll expenditure as per budget heads indicates
that Kshs.3,166,839,035.55 was utilized for the compensation of permanent employees.
The resultant variance of Kshs.1,701,727.45 has not been reconciled.

Further, note 8 to the financial statements reflects an amount of Kshs.69,549,251 under
basic wages of temporary employees. However, the Ministry's payments records
availed for audit review reflected an amount of Kshs.32,908,000.00 resulting in a
difference of Kshs.36,641,251.00 which has not been reconciled or explained. ln the
circumstances, it has not been possible to confirm the propriety of the expenditure
totalling Kshs 38,342,978.45

306. lnaccuracies in the Financial Statements

The statement of cash flows reflects the following opening balances which differ with the
corresponding certified closing balances reflected in the restated financial statements
for the year ended 30 June 2014 as follows:-
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Other revenues

Adrustments dunng
the year

Receivables

Payables

201311t

Closing Balances

2,075,206

1,453,835.592

U

0

2014t'15

Opening B.lencG

2,531,996.54

90,41 1,301

22,346,487

57,680,191

Variancc

2,529,921,U2

1,373,424,291

22,346,487

57,680,191

ln the orcumstances, rt has not been posslble to ascertain the validity and accuracy of
the fi nanqal statements.

307. Under-Collection of Appropriations ln Aid

The statement of recerpts and payments for the year ended 30 June 2015 reflects
proceeds from domestic and forergn grants totalhng Kshs 1,521,514,353 whrch rnclude
Appropnahons-ln-Ard totallng Kshs 111,514,353 under the Development Vote agarnst
approved estmates of Kshs 482,080,157 resultrng rn an underrollecton of
Kshs.370,565,804 or approxrmalely 7 6.87o/o

308. Prior Year Adjustments

The statement of assets as at 30 June 2015 reflects pnor year adJustments of
Kshs 163,030,885 for the year under revrew. Further the same statement reflec{s pnor
year adjustment of Kshs. 1 ,'174 ,O44,O97 for the comparatrve year. No supportrng
documentatron was availed for audrt review. Consequently, it has not been possible to
confirm the nature of the pnor year adjustment balances of Kshs 163,030,885 and
Kshs 1 ,1 74,044,097 reflected rn these financial statements

309. Cash and Cash Equivelen6

The statement of assets reflects cash and cash equivalents' balance of
Kshs 87,312,630 as at 30 June 2015 However, the bank reconciliatron statement for
the recurrent account avarled for audit revrew reflected payments rn the cash book not
yet recorded rn the bank statement of Kshs 705,532 40 No satsfactory explanations
were provrded as to why these electronrc payments were not cleared as at 30 June
201 5 yet G-pay provrdes reconolatron reports on a darly basrs Consequently the
accuracy and valdrty of the cash and cash equrvalents' balance of Kshs.87,312,630
could not be ascertarned
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310. WastefulExpenditure

The statement of receipts and payments reflects a figure of Kshs.4,111,729,340 under
the use of goods and services which includes an amount of Kshs.224,778 incurred in
respect of repairs of motor vehicles GK A470F and GK A874A vide voucher numbers
2393 and 1230 dated 2 February 2015 and 6 November 2014 respectively. However,
examination of motor vehicle records revealed that GK A470F was already grounded
and GK A874A had already been disposed off. ln view of the above, the propriety of
expenditure totalling Kshs.224,778 could not be confirmed, hence it is a wasteful
expenditure.

31 l. Repair of Nissan Patrol - GK A641 G

The statement of receipts and payments reflects an amount of Kshs.4,111,729,340
under use of goods and services. The balance of Kshs.4,111,729,340 includes
payment of Kshs.919,5'10 in favour of D. T. Dobie in respect of repairs for GK A641G.
However, the Nissan Patrol GK 4641G was not listed in the Ministry's motor vehicle
inventory. Further, the letter attached from the department only indicated a request to
honour the invoice dated 9 April 2014. ln the circumstances, the propriety of
expenditure of Kshs.919,5l0 on motor vehicle GK A641G could not be confirmed.

312. Unaccounted for Funds

The statement of receipts and payments reflects an amount of Kshs.5,155,063,206
under acquisition of assets which includes a payment of Kshs.29,654,000 in respect of
expenses for Kenya Future Leaders Programme. Examination of the supporting
documents revealed that a total of Kshs.22,890,539 was expended under the future
leaders programme. However, it is not clear and the Ministry has not explained how the
participants were identified and picked to the programme and how the terms of
engagement were determined.

ln the absence of supporting documentation it was not possible to confirm the propriety
of expenditure totalling Kshs.22, 890,539.

313. Unaccounted for Rent

The statement of receipts and payments for the year ended 30 June 20 15 reflects a use
of goods and services balance of Kshs.4,111,729,340. lncluded in this figure is an
amount of Kshs.18,966,912 paid in respect to office rent, service charge and parking at
Utalii House. Examination of the payment vouchers and supporting documents for
Kshs.18,966,912 however revealed the following anomalies.

The contract between the Ministry and Kenya Tourists Development Corporation has
not been avalled for audit review to establish the terms and conditions applicable.

The payment was incurred by the Department of Education while respective
references are to State Department of Science & Technology.
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iii. The payment of Kshs 6,322,288 60 of 7 Apnl, 2015 was for rent of January 2014 to
March 2014 Thrs amount had however not been listed as a pendrng bll in 201312014
financral year.

iv. Attached to the payment vouchers are duphcate rnvoices No explanatton has been
provrded on the whereabouts of the ongrnal involces.

v. The rent for the penod July 2014 to December 2014 was pard rn the month of
November 2014 whrle that of the prior penod, January 2014 to March 2014 was made
rn April 2015 The above inconststencies have not been explained Further, rent for
the penod Apnl20'14 to June 2014 has not been accounted for

ln the crrcumstances, the propnety of the expendtture of Kshs 18,966,912 on rent could
not be confirmed

314. Undi3closed Pending Bills

The statement of recetpts and payments reflects Kshs 4,111 ,72g,UO under use of
goods and servrces out of which a payment amount of Kshs 3,134,854 was pald vtde
payment voucher no 3255 dated 13 March 2015 for consultancy services camed out on
various Teachers Trarnrng Colleges lt was however noted ftom the tender mtnutes that
the consultancy serMces had been tendered tot n 2013114 financral year through
mrnute number Ogl25l2O13-2O14 However. examrnatron of the pending brlls for
201412015 financral year revealed that the brll was not ltsted under pending brlls No
sahsfuctory explanation was provided for non-drsclosure of the pendrng bill amounhng
to Kshs 3,134,854- Further, it was noted that the nature of the consultancy patd for
could have been canred out by the Mintstry's offisals from the quahty assurance
department ln the qrcumstances the propflety of expenditure totaltng Kshs 3,134,854
could not be ascertarned

315. Disbursement of lnfrastructure Grants

The statement of recerpts and payments for the year ended 30 June 2015 reflects
acqursrton of assets balance of Kshs 5,155,063,206 Included rn thrs figure is an amount
of Kshs 609,939,636 whrch the Mrnrstry disbursed to erghty nrne (89) secondary schools
vtde payment voucher number 006188 dated 19 June 2015 for tnfrastructure
programmes Although the Mtntstry explatned that the target secondary schools were
tden!fied by the budget commrttee of the Nattonal Assembly rn consultation wth the
National Treasury and that the proposals were fonararded to the Mtnistry through
respectrve members of padrament, thts ls contrary to the extsting prachce where the
schools proposals are vetted by the Districvcounty Education Boards whtch assess and
vet the proposed projects by the schools and approve the budgets to be forwarded to the
Mrnistry for funding The DrstncuCounty Educatton boards also monitor to ensure that the
approved prolects are effictently and economtcally tmplemented
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The Ministry has also not explained how the amounts pard to various schools ranging
from Kshs.1 ,000,000 to Kshs.20,000,000 were determined. Further, no justification for
disbursing such huge financial resources to various schools without approved plans and
budget were availed for audit review. ln addation, no returns to support how the amounts
disbursed were utilized were availed for audit review. ln the circumstances, it has not
been possible to confirm the propriety of expenditure of Kshs.609,939,636 disbursed to
various schools.

316. School lnfrastructure lmprovement Grants

Further, the statement of receipts and payments acquisition of assets balance of
Kshs.s, '155,063,206 includes an amount of Kshs.2,161 ,980,000 disbursed to various
schools for infrastructure development. However, no criteria in support of how the
payments to various schools were made was availed for audit and no returns on how
the amount was utilized were availed for audit review. In the circumstances, it has not
been possible to establish the authenticity of the expenditure totalling
Kshs.2,161 ,980,000.

Other Matter

317. Budgetary Control and Performance

The State Department of Education had a total budget of Kshs.63,980,377,089 voted for
the financial year 201412Q15 comprising of Kshs.9,739,007,073 for development and
Kshs.54,241 ,370,016 for recurrent votes respectively. The budget absorption in the
department was as follows.-

ln view of the above, the Ministry managed 98% absorption on the recurrent
expenditure, however, the Ministry failed to utilize Kshs.2,015,275,206 or 21o/o ot the
development budget. Failure to utilize funds as an ,ndication of lack of adequate
facilities and infrastructure in the education sector which may have impacted on delivery
of quality education to the Citizens of Kenya.

318. DistrictExpenditure

The statement of receipts and payments reflects a figure of Kshs.20,621 ,012,830 under
Transfers to Other Government Units which includes Authority to lncur Expendlture
(AlEs) released to Oistrict Education Officers (DEOs). However, audit of district
expenditure revealed the following anomalies.

T

Item

Budgeted
Allocation
2014t2015

Actual
2014t2fy5

Under
Absorption

Absorption
in o/o

Recurrent 54,241,370,016 52,997,412,863.80 1.243.957 152 98o/o

Development 9,739,007,073 7,723,731 ,867.20 2.O15,275,206 79o/o

Total 63,980,377,089 60,721,144,731.OO 3,259,232,358 95%
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318.1

3t 8.r.r

Loima Sub-County

Unaccountod For Fuel

Dunng the year under review, the Department of Educaton, Loima Sub-County, Turkana
County made three payments totalling Kshs 550,000 to a firm in respect of purchase of
4,650 lrtres of dresel However, no records tncludtng fuel regtster, detailed orders and
motor vehrcle work hckets were provided for audrt revtew contrary to Secton 17.1 1 of
the Government Financral Regulatrons and Procedures whrch require accounttng officcrs
to marntarn up to date rnventory and stock control records Consequently, the proprieg of
the expendrture of Kshs 555,000 tncurred on fuel could not be confirmed

318.1 .2 lrregular Cash Purchase

lnformation avarlable indtcates that the Department of Educatlon, Lorma Sub-County
dunng the year under revrew made cash purchases totaling Kshs 392,530 However, the
purchases exceeded the Kshs 10,000 threshold for enhbes rn class B tn which Distnct
Treasury entrties fall contrary to the first schedule of the Public Procurement and
Disposal Regulations 2006 and 2013 which limtts low value procurement to Kshs '10,000

on each procurement per ttem The department was therefore ln breach of the law and
regulatons

318.1 .3 Unsupported Expenditure - Co+urriculum Activities

Dunng the year under revrew, payments of Kshs 270,000 and Kshs 130.000 were made
to two (2) officers at the Drstnct Educahon office, Lotma on 25 and 29 June, 2015
respectvely The payments were tn respect of surrender of rmprest issued for co-
curnculum actvrtres whrch were however not supported wth recetpts and detatled
analyses to indrcate how the funds were utltzed, contrary to Sectton 10 6 of the
Government Frnancral Regulahons and Procedures which require that all payment
vouchers be supported by onginal documents

Consequently, the propnety of the expendrture of Kshs 400,000 could not be confirmed

318.2 Turkana Central Sub-County

318.2.1 Unaccounted for Fuel

Durrng the year under revtew, an amount of Kshs 1,376,984 was pard to a firm for the
purchase of 13,983 lrtres of dresel tn bulk. However, no fuel regtster, detailed orders
and motor vehicle work trckets supporhng fuel usage were avatled for audrt revrew,
Consequently, the propflety of the expendrture of Kshs 1,376,9&4 could not be
confirmed.

7

r59



318.2.2 lrregular Cash Purchases

Scrutiny of payment records revealed that the department of Education made cash
purchases totalling Kshs.539,150 which were above the low value procurement limit of
Kshs. 10,000 allowed by the Public Procurement and Disposal Regulation of 2006 and
2013. During the same period, two (2) cash payments of Kshs.175,000 each were made
to two(2) suppliers in respect of food stuff storage rent for seven (7) months. However,
no reasons were provided for making payments in cash. ln addition, there was no
valuation report to indicate how the monthly rent of Kshs.25,000 was arrived at and how
the office space was identified. Further, no lease agreement was provided for audit
review. Consequently, the department was in breach of the law.

318.2.3 Unsupported Expenditure on Regional Primary Ball Games and Music
Festival

Audit review of expenditure records relating to co-curricular activities revealed that
amounts of Kshs.204,452 and Kshs.475,548 was paid to two (2) officers in the District
Education Offices, for regional games, primary ball games and regional music festival.
However, no supporting information/documentation to indrcate how the amount of
Kshs.680,000 was utilized was availed for audit review.

ln addition, an amount of Kshs.60,000 was paid to an officer in respect of allowance for
three (3) officers attending a workshop in Nairobi and Kshs.125,000 to the District
Education Officer in respect of allowances for five teachers to attend HIV/Aids
Workshops in Nairobi. However, no supporting documents, including invitation letters,
motor vehicle work tickets/bus tickets and certificates of attendance were availed for
audit review.

Consequently, the propriety of the expenditure totalling Kshs.865,000 could not be
confirmed

318.3 Vihiga County

Unsupported Expenditure on Supply of Goods and Services318.3.1

Examination of County Education Office records revealed that an amount of
Kshs.296,000.00 and Kshs.294,000.00 all totaling Kshs.590,000 were made to two (2)
suppliers. However, supporting documents for these payments were not availed for
audit verificatron. ln the circumstances, the propriety of the expenditure amounting to
Kshs.590,000.00 could not be confirmed.
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3'18.3.2 UnsupportedFuelExpenditure

Further, expenditure on fuel amountrng to Kshs 272,OO0 was not supported by fuel
regrster and work tickets Therefore the valtdtty and authenttcity of expenditure of
Kshs 272,000 could not be confirmed

318.4 Trans Nzoia County

318.4.1 Trans Nzoia West District

318.4.1.1 CashPurchases

Examinaton of recprds at the Mrnistry of Educahon in the Trans-Nzoia County revealed
that the department procured 8'1 trophtes for varrous actvities for Kshs 211 ,74O
and two hundred and forty two (2421 text books ftom various vendors worth
Kshs 86,213 through cash purchases rnstead of quotattons for competrfuve brddrng
contrary to Pubhc Procurement and Dtsposal Regulahon of 2013 and 2016

Stmrlarly no documents were availed to confirm that the trophtes were taken on charge
and entered rn the department's stores records. Consequently, the department was in
breach of the law and rt is doubtful tf the stakeholders obtatned the value of their
resources

318.4.1.2 Bulk Fuel and Lubricants Purchase

Examinaton of fuel and lubricants records dunng the year under revtew revealed that
8,226 litres of fuel worth Kshs822,123 were procured by the deparfnent from two
supphers Although the work hckets showed entnes of fuel drawn, no fuel regrster and
detarl orders were marntarned to tndicate how the fuel was dtstflbuted or uhlized ln the
absence of a fuel regtster and detarl orders tt has not been possible to confirm recetpt
and rssue of the fuel amountrng to 8,226 lttres. Consequently, the propnety of the
expendrture of Kshs 822,123 could not be confirmed

318.4.2 Trans Nzoia East District

318.1.2.1 Hire of Private Premises and Payment of Offica Rent in Cash

Examrnatron of records indtcated that the Mrnistry of Educatton rented office space for
the Distrrct Educatron Office at Chebarus Trans-Nzora East Drstrict The monthly rent
for Cherangany/Chebarus plot No 234 was Kshs 24,000 per month for three (3) years
from 3 February, 2010 and was rncreased to Kshs 80,000 per month wth effect from 3
February 2015 as per the agreement stgned As at 30 June, 2015 an amount of
Kshs 1,784,000 had been pard as rent for the ofiice space,

It could not be establrshed how the rented premises were tdentfied given that no
procurement documents were avarled for audit venficatton thus contraventng Section
17.3 1 of the Government Financlal Regulattons and Procedures that requtre all
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procurement of goods and servrces be made through open competitrve tenders or
quotatrons whrch are subject to approval by the appropriate tender board before orders
are placed

ln additron, no explanation was provided on how the amount of rent payable was
determrned- Further, the ratonale of renfung a premrse for office space whtle the newly
constructed Drstflct Headquarters otfices at Kachrbora Urban Centre had vacant offices
could not be establrshed

The rent payment was also effected through cash and cash pard exceeded the low
value procurement hmrt of Kshs 10,000 allowed by Pubhc Procurement and Drsposal
Regulatrons of 2006 and 2013 The Mrnrstry drd not get value for money by paying rent
for office space instead of usrng vacant Government offices.

Consequently, the propriety of the expendrture of Kshs 1,784,000 could not be
confirmed

318.1.2.2 Hire of Transport and Payments in Cash

The Mrnrstry of Education made payments to different Mrnistry officials totallng
Kshs 932,000 in cash for hire of motor vehrcle seMces The motor vehrcle was to ferry
students from Krpkerker Secondary School to vanous venues for extra co-curricular
activrtres. However, no supportrng documents were availed for verification rndicatrng the
procurement method used in sourcing for the transport servces thus contraventng
Sectron 17 3 1 of the Government Frnancial Regulahons and Procedures that require all
procurement of goods and services to be made through open competrtrve tenders or
quotations whrch are subject to approval by the appropnate tender board before orders
are placed

The payment vouchers drd not also have the reqursrte supportrng documents attached
to them such as approved schedule of partrcipants and officials, reqursitons from user
departments, local seruce order, timetables and schedule of events and venues
contrary to Sectron 5 5 1a(c) and (d) of the Government Frnancral Regulahons and
Procedures

ln the absence of supporting documents, rt was not possrble to confirm whether the hrre
of transport servrces complied wrth the procurement regulations and as such the
propflety and accuracy of the amount expended totallng Kshs 932,2OO could not be
confirmed

Consequently, the department was in breach of the law

318.5 West Pokot County

318.5.1 UnsupportedExpenditureonCo-curricularActivities

Records avarled for audrt revrew rndrcate that the County Drrector of Educatlon rncurred
expendrture of Kshs 834,000 whose supportng documents such as work programmes,
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cash recerpts and expendrture retums were not avatled for audtt revtew. ln the absence
of proper supporting documents, the propnety of expenditure totallng Kshs.834,000
could not be confirmed

3't8.5.2 lrregularldentificationofTrainees

Avarlable records indicate that an expendrture of Kshs 31, 382,839 was incurred on ICT
trarnrng of 1 ,317 teachers However no evrdencc was availed to confirm that the County
Drrector of Education harsed wth TSC county directors rn identrfyrng the three (3)
teachers ftom each pnmary school for the tratntng as sttpulated tn the unreferenced
letter dated 19 March 2015 to all county dtrectors of Educahon Consequently, it has not
been possrble to confirm the propflety of expenditure totalhng Kshs 31,382,839 00.

318.6 South Pokot County

318.6.1 Unsupported Expenditure on Various Schools' Activities

Records made available for audit review rndicate that the Dtstnct Educatton Officer
Incurred an expendtture of Kshs.57l,752 whose supportrng documents such as work
trckets, rnvrtaton letters, programmes, travelling ttckets and reports were not avalled for
audrt review. ln the absence of supporting documents the propnety of expendtture
totallrng Kshs 571,752 could not be confirmed

319. Current Grants, and Transfers to Government Agencies and Other
Levels of Govornment

As reported n 201312014, included in other grants and transfers figure of
Kshs 67,003,247 ,753.OO under note 12 to the financral statements rs an amount of
Kshs.65,359,305,403 00 rn respect of current grants and transfers to government
agencies and other levels of govemment lncluded in Kshs 65,369,305,403 00 are
drsbursements totallng Kshs.21 ,524,382,508 00 to seventeen (17) sampled Unrversltres
and other government agencres out of whtch Kshs 21,392,812,896,00 was confirmed
recerved as at the date of thrs report The resultant vanance of Kshs 131 ,569,612 has
not been explarned or reconctled A revrew of the dtsbursements status rn January 2016
rndicated that the vanance of Kshs.131,569,612 remarned unreconclled as at the date of
thrs report

Consequently, rt has not been posstble to ascertatn the accuracy and valldrty of the
drsbursements of Kshs 65,369,305,403.
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OONOR FUNDEO PROJECTS

EDUCATION III PROJECT - STRENGTHENING AND EXPANDING ACCESS TO
APPROPRTATE SECONDARY EOUCATTON AND SKTLLS ACQU|StTtON (PROJECT
NO.P-KE-rAZ-001)

Basis of Adverse Opinion

320. Unsupported Pending Bills

The Government of Kenya and African Development Fund(ADF) signed an agreement
on the implementation of the Strengthening and Expanding access to Appropriate
Secondary Education and Skills Acquisition Project Credit No. P-KE-|AZ-0o1 on 3 June
2004. The Project was to initially come to an end on 31 December 2012 but was
extended to April 2013, after which no expenditure was supposed to have been incurred
on the project. However scrutiny of the project documents/information availed for audit
review, indicated that there are pending bills totalling Kshs.166, 054,891 as disclosed in
note I to the financial statements. The pending bills are as analysed below:

Kshs.

60,245,513.67Total requirement for extra/specialist works

Funds for water tank platforms (Kshs.300,000 per school
for 350 schools)

Amount not yet disbursed from original contracts

Less amount disbursed in 20'1312014

Total pending bills

105,000,000.00

33,561 ,923.77

(32.752.545.70\

166,054,891.74

It is not clear and management has not explained why these bills were not disclosed
before the end of the extension period of April 2013. lt was further noted that the bulk of
the pending bills is on water tank platforms for 350 schools at a cost of Kshs.300,000
totalling to Kshs.105,000,000. The management has also not explained how the cost of
Kshs.300,000 per water tank platform was arrived at.

ln addition its not clear when and if the extra funding on varied works were approved as
no evidence of such approval was availed for audit review. ln the circumstances, it has
not been possible to confirm that pending bills amounting to Kshs.166,054.891.74 arc
made in the best interest of the stakeholders and if it is a proper charge to the public
resources.
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321. Unsupported Receipts and Payments in Statement of Cash Flows

The statement of cash flow for the year ended 30 June 2015 reflects Kshs 2,580,000
under proceeds from domestc and forergn grants and other payment of Kshs 1 ,304,917
while the statement of recerpts and payments reflects Nil transachons rn both 2013/2014
and 2O1412015 financral years. The project management has not provided explanations
for the above anomaly. ln the crrcumstances tt has not been posstble to ascertatn the
validrty and accuracy of the statement of cash flows for the year ended 30 June 2015

322. Unresolved Prior year issues

322.'1. Non - Financial Assets

As reported rn the prevrous years, the cumulatrve balance of non-financral assets of
Kshs 1 ,646, 1 13,939 excludes assets totallng Kshs 1 ,594,898,306 omrtted from the
financial statements. lt is not clear and the management has not explatned why assets
worth Kshs.1 ,594,898,306 are omrtted from these financral statements ln the
orcumstances, rt has not been possible to confirm the accuracy and completeness of
the non-financral assets cumulatrve balance of Kshs 1,M6,131,939.

322.2. Unaccountod for Assets - Photocopy Machines

As reported rn the prevrous years, an amount of Kshs'16,878,000 was patd to a firm to
transport , rnstall and train on the use of 374 photocopy machtnes to vanous secondary
schools However, no confirmahon of recerpt of these servces by the beneficrary
rnstrtutions were avarled for audrt venficatron ln addrtion, a hst of personnel trained on
the use of the photocopyrng machines was not availed for audrt venficatron. Further,
although documents rn support of the payment rndrcate that 374 machrnes lvere
dispatched, the number of beneficianes was rndrcated as 350 rnstrtuhons therefore
leaung a balance of 24 machrnes worth Kshs 1 ,077 ,24O unaccounted for as at the date
of this report.

322.3. Furniture, Books, Computeru and Other Equipment

Further, as reported rn the prevrous years, goods worth Kshs 953,970,360.35 were
procured for distnbutron to vanous learnrng rnstrtuhons These goods included furniture,
books, machines, computers and other equipment Although the Mrnrstry has
marntarned the drstnbuhon Lst at the Mrnrstry's Headquarters, no confirmatron of recerpt
by the beneficianes was availed for audrt venficatron as at the date of thrs report.

ln addttion, rncluded rn the above amount are Kshs 44,445,395.70 and Kshs 5,516,000
for the supply ol 15,267 two-seater school desks and storage boxes respecttvely to non-
formal learning inshtutions mainly rn malor urban centres However, full detatls of these
rnstrtutrons includrng therr contacts and physrcal locatrons were not avatled for audtt
verificatron ln the qrcumstiances, it has not been posstble to ascertatn tf the assets
worth Kshs 953,970,360 35 were actually receNed by the rntended beneficranes
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Adverse Opinion

ln my oprnron, because of the srgnificance of the matters drscussed in the Basis for
Adverse Opinion paragraph, the finanoal statements do not present faidy, rn all materral
respects, the financial position of the proJect as at 30 June 2015, and of its financial
performance and its cash flows for the year then ended, in accordance wth
lnternahonal Pubhc Sector Accountng Standards (Cash Basrs), and do not conform to
the loan and Grant Agreemenb dated 18 December 2008

REPORT ON OTHER LEGAL AND REGUI.ATORY REQUIREMENTS

Further, and as required by the Bank, and except for the matters disclosed rn the Basts
for Adverse Oprnron paragraph, I confirm that

i. Proper accounting records have not been kept

ii. The financial statements are not in agreement wth the accounting records

It. All Bank funds have not been used rn accordance with the conditrons of the
Grant and Loan Agreements, wrth due attention to economy and efficiency and
only for the purposes for which the funds were provrded

tv. Counterparts funds have been provrded and not used tn accordance wth the
condrtrons of the Grant and Loan Agreements, wth due aftentron to economy and
efficiency and only for the purpose for whrch they were provrded

Goods and Services have not been procured in acmrdance with the Grant and
Loan Agreements and rn accordance wth the Bank's rules and procedures.

Y

vt.

v .

vIt.

lx,

Not all necessary supportrng documents, records and accounts have been kept
rn respect of all project actrvrtes and clear hnkages done not extst between the
books of account and the finanqal statements presented to the Bank, as well as
level of disbursement and physrcal completron stage

The specral accounts have not been marntarned tn accordance wth the
prousrons of the Grant and Loan Agreements and rn accordance wth the Bank's
rules and regulatrons

A comprehensrve assessment of the adequacy and effectlveness of the
accountrng and overall rnternal control systems to monttor expendtture and other
financial transactons to ensure safe custody of Proyect financed assets has been
carned out

Ledgers as well as fixed assets regrster for the Prolect have not been
marntarned
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GOK/OPEC BASIC
NO.9r0P)

EDUCATTON IMPROVEMENT PROJECT (OPEC LOAN

Basis for Oualified Opinion

323. Prior Year's Unresolved lssues

323.1 Cumulative todate Surplus

As reported rn the prevrous year, the statement of recetpts and payments for the year
ended 30 June 2015, reflects Kshs 1,109,632,640 and Kshs 1,103,051,736 under
accumulatrve todate recerpts and payments respectively, resulhng tn a cumulatve to-
date surplus of Kshs.6,580,904. The bank reconoliatron statement however rellects a
balance of Kshs 368,588 as at 30 June 2015 resulting into unexplarned/unrecongled
varaance of Kshs.6,219.656 ln the crrcumstances, rt has not been possrble to confirm
the accuracy of the statement of recerpts and payments

323.2 Delay in Project Completion

As reported n 201312014, the GOK-OPEC Basrc Education lmprovement Prqect
Agreement Loan No 9't0P was signed on 29 October 2002 between OPEC Fund for
lntemahonal Development and the Republic of Kenya and was expected to be
completed by September 2005 Due to rmplementation challenges, several extensrons
were granted covenng up to 29 February 2012 However, no rnformafuon has been
provrded to show that the proJect was extended beyond February, 2012 The project
has been dormant wth no activrtres berng undertaken over the last four (4) years. A
comprehensive project evaluaton progress report to show the cunent project status
was not avarled for audrt reuew as at the date of this report. The management has also
not grven an explanahon on the expected completron date

323.3 Non-Accounted for Assets

As reported rn the prevrous years, the project assets rnclude a dtgital vtdeo camera, a
dell YX 2805D computer and two motor vehtcles (Land Rover Defender 51 1) bought at
Kshs 141,900, Kshs 504,000 and Kshs 5,36,000 respectively, all totallng
Kshs 5,991.900 However, the drgrtal vrdeo camera has srnce not been avarled for
physrcal verrfication and the management has not explarned how the proceeds from
drsposal of the computer were accounted for in these financral statements ln addition,
no progress report had been avarled for the two motor vehrcles whrch were tndtcated as
havrng been taken for reparrs as at the hme of the audrt The proJect management has
not drsclosed the partrcular garage where the vehrcles were taken to srnc€ the vehtcles
were not avarlable for physrc€l venficaton as at the date of thrs report.
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MINISTRY OF EDUCATION, SC!ENCE AND TECHNOLOGY

STATE DEPARTMENT OF SCIENCE AND TECHNOLOGY

FINANCIAL STATEMENTS FOR VOTE I4O

Basis for Qualified Opinion

324. Accounts Receivable

As disclosed in note 13 to the financial statements, the accounts receivable balance of
Kshs.540,884.15 includes outstanding imprest of Kshs.73,150 which also includes
Kshs.23,150 due from an officer who has since retired. The recoverability of the
outstanding imprest of Kshs.23,150 is therefore doubtful. Further, the trial balance as at
the same date reflects a figure of Kshs.1,023,790 being outstanding temporary imprests
resulting in an unreconciled variance of Kshs.950,640 between the two sets of records.

325. Accounts Payable

The statement of assets as at 30 June 2015 reflects deposits and retention and other
monies balance of Kshs.123,738,232 under accounts payables while the trial balance
as at the same date reflects Kshs.131,807,493.35. The resultant variance of Kshs.8.
069,261.35 has not been reconciled or analyzed as at the date of this report. Further,
included in the trial balance figure of Kshs.131,807,493.35 is the contractors retention
money balance of Kshs.120,070,877.20 which is at variance with the Ministry's manual
records figure of Kshs.123,738,232.40 by Kshs.3,667,355.20. No explanation has been
given for the difference in the two sets of records which should ordinarily reflect the
same balance. ln the circumstances, the accuracy. validity and completeness of the
accounts payable balance of Kshs.123,738,232 could not be confirmed.

326. Pending Bills
Records maintained by the Ministry indicate that bills totalling Kshs.796,079,1 1 1.27
were not settled during the year 201412015 but were instead carried foruvard to
201512016 financial year. The bills are likely to distort budget programmes for the
subsequent financial year when they are settled,

ln addition, payment vouchers amounting to Kshs.3,996,361 .30 were not availed for
audit verification hence actual status of pending bills could not be established.

327. Under-Collection of Appropriations-ln-Aid

Records availed for audit review indicate that the Development Appropriation Account
for the year ended 30 June 20,l5 realized Appropriations-in-Aid of Kshs.2,885,382,931
against approved estimates of Kshs.4,207,600,000 resulting in an under-collection of
Kshs.1,322,217,069 or approximately 31o/o of the expected receipts. Further, the
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Recurrent appropnation account reflects under head 0032 - Multimedra Untverstty of
Kenya estrmated recerpts of Kshs 164,000,000 agarnst actual collectrons of
Kshs 65,293, 177 resulting in an under collectron of Kshs.98,706 ,823 or 60% of
expected collechons, No satrsfactory explanatrons have been grven for the above under
collections hence an indrcation of low rate of absorption of funds

328. UnsupportedExpenditure

328.1 Scholarship in Australia

Examrnatron of payment vouchers revealed that the Mrnistry pard Kshs 3,744,032 vide
payment voucher no 11200 dated 29 June 2015rnfavourof PS Mrnrstryof Forergn
Affarrs rn respect of educaton scholarshrps for two students ln Austraha. However, no
evrdence of supportrng approvals and detatls of the type of courses paid for was avatled
for audit revrew ln the circumstances, the propflety of expenditure of Kshs 3,744,032
pard to Pnncrpal Secretary, Forergn Affarrs could not be confirmed.

328.2 Per Diem to Japan

Further, documents avarlable rndrcate that Kshs 141,997 was pard as quarter per{tem
to an officer who had obtarned a full scholarshrp to Japan for a Master's Degree course.
However, the payment of quarter per diem was contrary to Code of Regulatlons and
Office of the President crrcular No OP/CAB 2112A daled 1 November 2004 which
states that quarter per diem rs only payable where a trarning award/scholarshtp
organrzed under bilateral arrangements caters for only turtion and accommodation but
does not rnclude meals, out of pocket and strpend. No satisfactory explanatton for the
payment of the quarter per diem has been provrded ln the circumstances, tt has not
been possrble to confirm that Kshs 141,997 was made rn the best rnterest of taxpayers

329. Nugatory Payments

Examrnation of payment vouchers avarled for audrt review revealed that the Mrnrstry
pard an amount of Kshs 13,995,160 and Kshs 70,189,200 towards constructron of North
Rrft Technical Trarning lnshtute and Ekerubo-Gertrar Technrcal Trarnrng lnsttute
respechvely lncluded rn the total amount of Kshs.84,184.360 rs Kshs 4,364,591 berng
penaltres for late payments of preuous certificates. The Mrnrstry has attnbuted fatlure to
pay the contractor on hme to challenges rn release of exchequer ln the crrcumstances
the penalty pard of Kshs 4,364,591 is not a proper charge agarnst pubhc resources

330. Construction of Proposed North Rift Technical Training lnstitute

The statement of recerpts and payments for the year ended 30 June 2015 reflects
acqursrton of assets figure of Kshs.14,886,307,700 whrch rncludes an amount of
Kshs.120,471,459 pard to a contractor towards the construction of the proposed North
Rift Technrcal Trarning lnstrtute Examrnabon of contract documents rndrcates that the
proJect commenced on 14 August 2012 at a contract sum of Kshs 291,738,610 88 for a
contract period of srxty five (65) weeks endrng 12 November 2013. However, the current
status reports rndrcate that the proJect was rncomplete and that the contractor is still on
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site. No evidence of extension of contract period was availed for audit review and no
satisfactory explanatron has been given for the delay in completion of the project.

331. Purchase of Furniture for Technical Training lnstitutes

The statement of receipts and payments for the year ended 30 June 2015 reflects
Kshs.14,866,307,700 under acquisrtions of assets and includes a disbursement of
Kshs.50,000,000 towards cost of operationalization and purchase of furniture in the
newly completed Technical lnstitutes. However, physical verification of various lnstitutes
in September 2015 revealed that no furniture had been bought and delivered to the
lnstitutes. Consequently, the propriety of the amount of Kshs.50,000,000 disbursed to
lnstitutes could not be ascertained.

332. Construction of Nine (9) New Technical lnstitutes in Various Counties

lncluded in the acquisition of assets flgure of Kshs 14,886,307,700 is Kshs.105,000,000
disbursed towards construction of nine technical training lnstitutes in various counties
which lacked such lnstitutions. Their construction begun in the financial year 2012t2O13
and were to be completed within one year. Records and other related documents
available at the Ministry indicate that the lnstitutes were incomplete yet their contract
periods had already lapsed. No evidence of approval of contract period extenstons was
availed for audit review. ln the circumstances, the stakeholders did not obtain value for
their resources since the lnstitutes are not yet completed and put into their intended
use.

333. Transferc to Other Government Units

The Statement of receipts and payments reflects Transfers to Other Government Units
balance of Kshs.4g,92,728,230 which includes an amount of Kshs.2,899,618,245 in
respect of grants to National polytechnics, Technical Training lnstitutes and lnstitutes of
Technology. However, an audit inspection carried out on development projects
undertaken in the lnstitutes across the country revealed the following unsatisfactory
matters:

333.1 Rent Arrears

Audit examination of various rent records maintained in Technical Training lnstitutes
revealed that two (2) institutes were owed a total of Kshs.2,477,581 by various tenants
occupying the lnstitute's staff houses. Some of the rent arrears were due from staff who
had been transferred. No evidence of any positive measures being taken by the
lnstitutes to recover the outstanding rent arrears from the concerned persons were
seen. ln the circumstances, the lnstitutes nsk losing rent arrears totalling
Kshs.2,477,581 due from staff who have since been transferred.

333.2 Creditors

Scrutiny of Creditors' records in various Technical Training lnstitutes revealed that eight
(8) lnstitutes owed various suppliers amounts totalling Kshs.25,753,413 for procurement
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of goods and servrces, lt rs not clear why the lnstitutes have not settled the overdue
debts some of which have been outstianding for over three (3) years Farlure to settle
debts as and when they fall due may expose the lnstitutes to addihonal costs ansrng
from lrtrgations and may affeci the normal operations of the lnstrtutes

333.3 Outstandinglmprests

Examrnation of rmprest records revealed that vanous staff had not sunendered or
accounted for rmprests after completion of vanous activrtres for whrch the imprests were
advanced contrary to Government Frnancial Regulahons and Procedures Three (3)
rnstrtutes had outstanding rmprests of Kshs 4,471,785 whrch remarned un-surrendered
as at the date of thrs report lt is not clear and management has not explarned when and
rf the outstandrng imprest will be recovered

333.4 lrregular Transfer of Funds

A review of avarlable records indrcated that three (3) Technical Trarnrng lnshtutes
rnegularly reallocated a total of Kshs.18,643,295 from Development Account to other
recunent accounts contrary to the Mrnrstry's directives and gurdehnes Ref
MST/DWET/9/13i 167 dated 8 April, 2015 which states that under no crrcumstances
should development funds be diverted for other uses No satrsfactory explanaton has
been provrded for the above anomaly and the stakeholders may not have obtarned
value from the development resources The lnstitutes were therefore in breach
of the law

334. Accounts Payable

Note 14 to the financral statements reflects Kshs 123,738,232 descnbed as Liabrlrtes -
(retentron, bursanes Taxes etc) whose rndrvidual rtem analysrs was not provided for
audrt reuew. ln the absence of the detarled rtem analysrs, rt has not been possible to
confirm the vahdrty accuracy and completeness of the ac@unts payable balance of
Kshs 123,738,232

Other Matter

335. Budgetary Gontrol and Performance

The Mrnrstry of Educatron, Scrence and Technology-State Department of Science and
Technology had a total budget of Kshs 71,'189,411,265 voted for the financral year
201412015 compnsrng of Kshs 14,383,099,3't 3 for development and
Kshs 56,806,29'1,952 for recurrent votes respectrvely The budget absorption in the
department was as follows -

Item Budgeted
Allocation
2014t2015

Actual
Expenditure

20't4t2015

Under
Absorption

Absorption
in "/o

Recurrent 56,806,291,952 55,859,533,212 946,754,740 98Yo
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Development 14,383,099,313 12,489,011,799 1,894,087,514 87o/o

Total 71,189,391,265 68,348,545,01r 2,840,846,254 96o/o

Records availed for audit review indicates that Kshs.302,329 under Recurrent Vote had
been allocated towards social security benefits yet during the year under review, there
was no expenditure under the item representing 100% budget under-absorption.
Further, Kshs.882,230,115 had been allocated as subsidies under the Recurrent Vote
while actual expenditure was Kshs.468,890,000 resulting to an under absorption of
Kshs.413,115,115 or 47o/o of total allocation. ldle funds is an indication of lack of
facilities and services to the education sector which impacts negatively on promotion of
quality education in the Republic of Kenya.

336. Economic Stimulus Programme- Proposed Bomet Technical Training
lnstitute

Records held at the Ministry indicate that a total amount of Kshs.40,222,019 was
disbursed vide payment vouchers No.313 of Kshs.37,900,000 and No. 559 of
Kshs.2,322,019 dated 2 May 2012 and 29 June 2012 respectively to Eldoret
Polytechnic towards construction of the proposed Bomet Technical Training lnstitute
under the Economic Stimulus Programme (ESP). Additional information availed ftom
Eldoret Polytechnic indicates that a firm was awarded the contract to construct Bomet
Technical Training lnstitute and that the works commenced in 201 1 .

It was however not clear how the contract was being managed and how the project
finances were operated. Although it was explained that Kshs.40,222,019 disbursed from
the Ministry was handled by former management, no relevant financial and contractual
documents such as tender documents, cash book, bank statements, bank account,
bank reconciliation statements, bills of quantities, cheque books were availed for audit
verification. Physical verification of the project in September 2015 revealed that the
project was incomplete and the contractor was not on site.

Further, no explanation has been provided as to why the project is incomplete despite
full contract amount having been released by the Ministry. ln the circumstances, the
propriety of the expenditure of Kshs.4O,222,019 could not be confirmed and it is not
clear if the stakeholders will get value for their money on the project.

337. Mawego Technical Training lnstitute

337.1 StalledProjeculncompleteClassrooms

On 22 December, 2009 the lnstitute contracted a firm to construct ten (10) classrooms
at a contract sum of Kshs.11,897,384. As the works commenced, the lnstitute varied
the project to include one more floor to accommodate six (6) extra classrooms and the
contract sum revised to Kshs.22,437,050.60, by a variation of Kshs.10,539,666.60 or
88.5% of the original contract sum which exceeds the allowable 15%, contrary to the
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provisions of section 47(b) of the Public Procurement and Disposal Act, 2005 and its
Regulations of 2006.

Further, the Bills of Quantities reflect a provision of Kshs.440,000 for electrical works.
However, a physical visit revealed that no electrical works had been installed in the
building. ln addition, the ground floor did not have a structural beam in the middle of the
slab and instead a round, metallic tube had been reinforced which has negatively
impacted on the quality of workmanship.

ln addition, payment schedules availed for audit review indicate that the contractor has
been paid Kshs.20,147 ,214.60 which is about 90% of the revised contract sum as at
June, 2011 while the project is at about 50% complete and the contractor has since
abandoned site. No satisfactory explanations have been provided for the non
completion of the project yet the contractor has been paid over 90% of the contract
sum. ln the circumstances, the stakeholders have not obtained value for their
resources.

337.2 Unsupported Withdrawals

Records availed for audit review from Mawego TTI revealed that cheques totalling
Kshs.7,009,363 were encashed against the lnstitute's Account. According to
information available, the cheques drawn in favour of the Finance Officer on diverse
dates were to cater for office expenses. However, no supporting information was
provided to show how the amount withdrawn was utilized or the reason for encashing
the cheques totalling Kshs.7,009,363 contrary to Section 5.5.14 of Government
Financial Regulations and Procedures which require that all expendature be properly
supported and authonzed. Consequently, it has not been possible to confirm the
propriety of the expenditure totalling Kshs.7,009,363 incurred by the lnstitute's Finance
officer.

338. BushiangalaTechnicalTraininglnstitute

338.1 Construction and Completion of a Library Complex

Documents available indicate that the lnstitute awarded a contract for the construction
and completion of a library complex to a firm at a contract sum of Kshs.24,463,865.47
with a completion date of 3'1 December, 2012. Records held at the Ministry revealed
that Kshs.24,463,865 has been drsbursed to the lnstitute towards the project with the
final disbursement of Kshs.5,270,775 made in January, 2014, while payment records at
the lnstitute revealed that Kshs.14,988,264.59 had been paid to the contractor by April
2015. The variance of Kshs.9,475,600 has not been accounted for.

Further, an audit inspection of the site in April 2015 revealed that the project was
approximately 60% complete. No satisfactory explanation has been provided for the
delay in completion of the project and no minutes in support of an ertension of the
contract period were availed for audit revaew.
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ln the circumstances, it has not been possrble to confirm rf and when the proJect wll be
completed and how the balance of Kshs 9,475,600 was uhhzed.

338.2 Construction and Completion of a Tuation Block

The lnstrtute awarded a contract for the constructron and completion of a tuitton block at
a contract pnce of Kshs 41,698,868 in 2011. Although rnformation avarlable from the
Mrnrstry indicates that full allocahon of the contract price was disbursed to the lnstttute
and that the burldrng had long been completed and rn use, rt was not clear why the
contractor was still owed Kshs 2,935,403 36 Further, the constructron firm does not
appear under the lnstitute's hst of credrtors and therefore the debt could not be
authenticated. ln the crrcumstances, the vahdrty of the amount owed of Kshs 2,938,403
could not be ascertained

339. Kisumu Polytechnic

339.1 Construction of a Library Block

Examrnatron of records maintarned by the Polytechnic showed that a constructon firm
was awarded a contract for constructron of a hbrary block rn November 2011 al a
contract pnce of Kshs 110,672,45660 for a duration of 52 weeks Examrnatron of
expenditure re@rds revealed that Kshs 110,489,846 68 or 99.8% of the rnitial contract
sum had been pard to the construction firm by April 2015 An audrt rnspechon ln Apnl
2015 showed that the proJect was about 70% complete. No explanatton has been
prouded as to why 99 8% of the contract sum was pard when the project was only 70%
complete and therefore way behrnd schedule.

Further, scrutrny of the Brll of Quantrtes, whrch reflect the proposed contract sum of
Kshs 110,672,456 60 revealed the followng unclear rssues

An amount of Kshs 500,000 was provded for clerk of works
estabhshed that the clerk of works who is an employee of the
pard Kshs 500,000 for the servrces he rendered

lt,

t.

No sahsfactory explanatons were provrded for the above
circumstances, rt has not been possrble to confirm that
Kshs 2,200,363 was a proper charge against public resources

It was however
lnstitute was not

The contractor also provided for Kshs 200,000 for the prolect manager's office
However, dunng the site vrsrt no such structure was seen.

Kshs 1,500,363 was provrded for rn the tender to allow for any increase in the
cost of labour and/or mateflals dunng the contract penod The same amount
was agarn catered for under provrsronal sum for contingencres and fluctuafuons
totallrng Kshs 6,000,000

anomalies
expendrture

ln the
totalhng
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339.2 Construction of Rumps

lnformation avarlable also rndrcated that Krsumu Polytechntc entered tnto a contract
wrth another firm to construct two (2) rumps at the science complex, laboratory and
busrness/lCT block at a contract sum of Kshs 24,660,301,12 on 12 October 2013
whereby as at the date of this report Kshs 19,804,125 40 had been pard Furfier, a
performance bond that the contractor had given duflng the contract peflod had exptred
on 10 September,2Ol4 and had not been renewed, A physical site vsrt in Apnl, 2015
revealed that the rumps had been partially completed whtle examtnaton of records at
the rnstltute revealed the following anomaltes

The approved archrtectural designs for the rumps were not available for
audrt revrew

ii. lncluded in the Brll of Ouantites were provtsional amounts of
Kshs 2,000,000 and Kshs 1,000,000 for contrngencres and electrical
works rnstallaton respecttvely. However, the above works were not
quantrfied rn the Publrc Works certificate dunng payment and therefore the
nature of the works could not be ascertarned

ln the crrcumstances, rt has not been possible to confirm the propnety of the total
expendrture of Kshs.19,804,125.40 on the project

339.3 Construction of Medical tiboratory and Clinic

Documents avarled for audit rndrcate that on 8 January 2013, the lnstrtute awarded and
srgned a contract wth a constructron firm to construct a medtcal tratntng laboratory and
a clrnrc at a contract price of Kshs 47 ,227 ,422 for a duratton of one year (52 weeks) A
site vrsrt to the pro1ect rn Aprrl 2015 revealed that, although the roofing of the burldrng
had been completed, the internal finrshes were yet to be completed as per the btll of
quantrtres and the contractor had abandoned the stte and as a result the proJect had
stalled

Examinahon of payment records at the institute indrcate that Kshs 44,506 637 53 or
approxrmately 93% of the contract sum had already been pald lt was further noted that
the performance bond had exprred on 4 January, 2014 and had not been renewed as at
the date of thrs report.

Further, examrnatron of contract documents revealed the followng unsabsfactory
matters:

The lnshtute sub-contracted the electflcal and mechanrcal works at varred
contract pnces to Kshs 4,725,292 and Kshs.7,055,288 from the rnrtal cost of
Kshs '1,908,000 and Kshs 4,24O,OO0 respectrvely No satsfactory explanatrons
have been provided for the rrregular vanatrons of pnces
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. Further, rncluded rn the Brll of Quantitres for mechanrcal works is supply and
fixing of sanitary works at Kshs 4,013,870, and supply, dehvery and rnstallahon of
galvanized steel prpes pnced at Kshs 1,589,141, supply, dehvery and tnstallaton
of fire equrpment worth Kshs 441,200 and allowance for external water
recrrculatron for Kshs 151 ,1 88, all totalltng Kshs 6,198,299 However phystcal
veflfication of the burldrng revealed that the works have not been done yet the
sub-contractor had been pard a total of Kshs.6,240,713.80. No satrsfactory
reason has been provrded for payrng for servrces that had not yet been rendered

ln the orcumstances, the stakeholders may not have obtatned value for their
resources and the propriety of expendrture totalling Kshs 6,240,713 80 could not
be confirmed

340. Kisiwa Technical Training ln3titute

340.1 Sanitation and Sewerage Works

Examrnation of records marntarned at Krsrwa Technical Trarning lnsttute revealed that
the lnstrtute awarded a contract for the improvement of drainage and sewerage system
at a cost of Kshs 10,927,822. As at the tme of audit Kshs.9,754,1u 50 or 89 2o/o ot the
contract sum had been pard whrle the project was not complete as per the Btll of
Quantitres

Further, scruhny of the Brll of Quantties relating to 2 ablutuon blocks under brll no. 2 and
3 respectively revealed that the cost included Kshs 160,000 for water closet and wash
hand basln faolrty for drsabled persons A physical venficatron on the stte on 1 April
2015 revealed that the works have not been done. Further, the contactor was supposed
to put up '12 dhobr sinks at Kshs 17,000 rn each of the abluhon block However, only I
sinks were put up in each block resultrng tn works worth Kshs.136,000 not having been
done.

Addrtronally, the works rncluded constructron of staff torlets at a cost of Kshs.774,480 rn
addrtron to supplyrng, rnstalhng and testing hghtng in the ablution block at a cost of
Kshs 106,850 However, phystcal veflfication revealed that the works have not been
done desprte the payments having been made Further, under btll no 5, the contractor
was to put up an ablutton block for support staff at a cost of Kshs 349,320 These works
had not been done by the time of audit although they were already patd for Under the
crrcumstances, the propnety of the cost of excluded works amounttng to Kshs 1,526,650
could not be confirmed

340.2 Water Harvesting Project

Records avarled for audit reuew tndtcate that a firm was awarded a contract for the
@nstructron of water harvestrng project at a contract sum of Kshs.5,611,640 Payment
records revealed that Kshs.6,467,137 was patd resulttng rn an unexplatned
overpayment of Kshs.855,498 Further, the Brll of Quantrtres rncluded Kshs 600,000 for
construchon of an underground tank using approved blocks However, as at the time of
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audit, and desprte the fact that full payments had already been made, the tank had not
been constructed

Further, the contractor had been pard Kshs.1,050,000 for electncal connections and a
further Kshs 700,000 being a vanatron due to under estimatron of the distance to the
dam However, a physrcal vrsrt to the site revealed that the drstance was approxrmately
800m and not 1Skm as was rndrcated The drstance to the dam was over-esttmated
leadrng to a possrble over payment,

ln addibon, the contractor was pard Kshs 2,100,000 for supply and rnstallahon of three
(3) plastrc water tanks wth a capaoty ol 24m3 on a common fabncated steel tower at
Kshs 700,000 each for the same water harvestng prolect However, phystcal
verrfication revealed that the contractor supplred tanks wrth a capactty of 10m3 or'10,000
htres Enquines from various supplers revealed that the price of 24m3 tank rs
Kshs 271,000 while that of 10,000 htres rs about Kshs 80,000 The contractor therefore
supphed water tanks wth lower capacrty at a total cost of about Kshs.240,000 agarnst
the amount pard of Kshs 2,100,000 resultlng rn an underperformance and overpayment
of Kshs 1,860,000

ln the crrcumstances, the propnety of the total expenditure of Kshs 5,611,640 could not
be ascertained and stakeholders may not have obtarned value for therr resources

340.3 Tuition Block Phase ll Project

Documents avarlable rndicate that on 3 February 2012 the lnstitute awarded a contract
for the construcbon of a tuitron block phase ll to a contractor at a contract sum of
Kshs.23,167,908 for a contract perrod of 24 weeks commencing at a date whtch was to
be agreed upon with the project engtneer. Avarlable tnformation as at 6 June 2015
rndrcate that an amount of Kshs 26,440,969 95 had been pard to the contractor
resultrng rn an overpayment of Kshs 3,273,061 95, representng aboul 14o/o of the total
contract sum

Further, out of the payments of Kshs 26,440,969 95 pard to the contractor,
Kshs.22,700,861 15 was not supported by valuaton certrficates ftom the Mrnrstry of
Pubhc Works as requued, ln addrtion, two payments amounting to Kshs 6,500,000
were paid to the contractor as advance/mobilizataon fee of whrch no recovenes were
made from subsequent payment certificates

The unJustfied overpayments to the contractor of Kshs.3,273,061 95 and unrecovered
mobrhzatron fee of Kshs 6,500,000 are not a proper charge to pubhc resources.

340.4 Uneccounted for Erpenditure

Examrnatron of records marntarned at the lnstrtute, further revealed that the Frnance
Officer made cash wthdrawals of Kshs.687,800 on various dates, The wthdrawals
could however not be venfied due to lack of relevant supporttng documents
Consequently, propnety of the expenditure of Kshs.687,800 could not be ascertatned
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341

341.1

Shamberere Technical Training lnstitute

Undelivered Software

Examinatron of expenditure records at the lnstitute revealed that Kshs.260,000 was paid
in favour of a firm vide payment voucher No.1856 dated 24 November 2014 and invoice
No.1035 dated '12 October 2014 in respect of supply of software.

However, the software had not been delivered as at 30 June 2015, more than seven (7)
months after payment. This is contrary to the provisions of Public Finance Management
Act,2012. other Ministry's guidelines and Public Procurement and Disposal Act, 2005
and its regulations of 2006 which require that payment for goods procured be made
after delivery, inspection and acceptance of the goods by the users. The lnstttute was
therefore in breach of the law

341.2 lrregularAllowance

Examination of records maintained at the lnstitute revealed that allowances totalling
Kshs.571 ,650 were paid to various members of staff in respect to responsibility
allowances and airtime. Payment of these allowances were however not supported by
Board approval and it was not possible to confirm that Kshs.571,650 was a proper
charge to public resources.

Further, an amount of Kshs.100,000 was paid to a firm for Archttectural drawings, Bill of
Quantities and structural drawings against invoice no. EB 2014-03 dated 4 August 2014
of Kshs.165,000. However, it is not clear why the lnstitute engaged private practitioners
instead of Public Works officers.

342. Eldoret Polytechnic

342.1 Construction of lnstitutional Management Laboratory and Kitchen Annex

Examination of payment vouchers and summary records of Eldoret Polytechnic
revealed that the lnstitute engaged a contractor for a labour only contract towards
erection and completion of institutional management laboratory that also included a
kitchen annex. Further scrutiny of the payment records revealed that, the Polytechnic
contracted for consultancy services and separately procured materials from prequalified
suppliers. However, the lnstitute failed to provide relevant supporting procurement
records. Further, as at the time of site visit, the only records available were payment
vouchers and expenditure summaries which indicate that the lnstitute had spent
Kshs.39,486,190 for purchase of building materials and Kshs.31,486,190.00 for labour
and consultancy services No other supporting documents such as works valuation
certificates were availed for audit review. However, scrutiny of the payment vouchers
supporting disbursements availed by the Ministry revealed that the lnstitute received
Kshs 105,850,000 in the financial years 201012011 - 201312014. The certificates
examined for the main food laboratory revealed that the initial cost of Kshs. '152,000,000
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was vaned to Kshs 275,000,000 an rncrease of Kshs 123,000,000 or about 81% which
has not been explarned

Further, examrnatron of the same publtc works certificates attached to the vouchers
revealed that construchon of the laboratory - Kitchen annex cost was vaned from
Kshs.120,000,000 to Kshs 225,000,000, an increase of Kshs 105,000,000 00 or about
88%. Despite these substantial payments to the contractor, the project ts tncomplete
and no status report on level of completron from Pubhc Works was avatled for audtt
revtew.

ln the crrcumstances, rt has not been possible to estabhsh the nature and terms of thts
contract and to confirm that the above costs totaling Kshs.275,000,000 were a proper
charge to pubhc funds.

343. Construction ofan Applied Science Laboratory

Examrnatron of avarlable records rn the Mtntstry tndtcate lhat n 201112012 and
201212013 financral years, funds totallng Kshs 49,650,0O0 were drsbursed to Eldoret
polytechnrc towards the constructon of an Apphed Soence Laboratory project
However, scruhny of the Pubhc Works certrficates availed by the Mrnrstry indtcated that
the rnrtral estmated proJect cost of Kshs 62,000,000 was varied to Kshs.285,000,000 by
unexplained vanance of Kshs 223,000,000 00 or about 360% Further, no procurement
and payment records relatrng to the project were avarled for audit revrew and the project
had stalled as at the hme of the audtt

ln the qrcumstances, the propnety of the vanatton of Kshs 223,000,000 could not be
confirmed

34. Unsigned Schedules for Payment of Labourers

Examrnahon of payments records reveals that the lnstttute patd Kshs 12,698,880 to
casual workers but the supportng schedules were not srgned by the respecttve workers.
Further, avarlable rnformabon tndrcated that some of the workers rendered servtces tn
many different areas wthrn a week lt ts not practical for one to be engaged tn the
works of walling, roofing, plastenng, plumbing, electflcal works and keyrng at the same
tme ln the circumstances, the total expenditure of Kshs 12,698,880 on labourers could
not be confirmed as a proper charge to pubhc funds

345. Kiirua Technical Training lnstitute

345.'l Stalled Library Complex Prolect

Examrnaton of the procurement records at the Krrrua rnstttute revealed that on 20
December 201 1 the tender commrttee awarded a contract for the constructton of phase
one of the proposed library complex to a contractor at a contract cost of
Kshs 32,923,770 for a contract duratton of 25 weeks The contract was srgned on 13
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February, 2012 and the works commenced on 14 February 2012, an extension of
completon penod of 18 weeks was sought and granted by the chent resulilng rn a
revrsed contract durahon of 43 weeks

Further, records held at the lnstrtute revealed that a vanaton of Kshs.'11,858,435 or
approximately 38.35o/o of the contract sum was sought from the parent Ministry by the
project manager The Mrnrstry declined the variaton and thereafter the project manager
scaled down the works to save an eshmated amount of Kshs'11,422,025. As at the
trme of audrt Kshs 25,542,506 40 had been pard to the contractor yet the buildtng had
only been done up to first floor and thereafter stalled No evrdence of approval of
variabon of scope of works as required by section 47 of the Public Procurement and
Disposal Act, 2005 was avarled for audrt revrew The vanatrons also exceeded the 15%
acceptable threshold as per the then Act Although the prolect was rncomplete, the
contractor had written demand notrces of payment of the outstandrng balance on
certfied amount together wrth the accrued rnterest. ln the orcumstances the
stakeholders may not have obtained value for thear resources

346. Rwika lnstitute of Technology

346.1 Construction of the Multi4omplex Hall

Examinahon of available records indrcate that on 22 September 201 1, the lnstttute
awarded a contract for the constructron of a Multr complex hall to a contractor at a
contract sum of Kshs.s1,435,699 for a penod of 52 weeks Examinatron of records held
at the Mrnrstry revealed that Kshs 53,000,000 had already been drsbursed to the
rnstrtute towards complehon of thrs development pro1ect out of whrch only
Kshs.28,351,830.29 had been paid to the contractor as at 30 June 2015 leavrng an
unutrlrzed balance of Kshs 24,U8,17O The resultant difference of Kshs 24,647,O25
has not been accounted for Further, physrcal venfrcatron of the prolecUburldrng
revealed that the prolect stalled at the superstructure level and there are no progress
reports rndrcating the percentage of completion lt was also noted that the contractor
vacated the stte in 2013 lt is not clear and management has not explarned rf and when
the prolect wrll be completed and when the stakeholders wrll obtaln value for therr
resources.

346.2 Sewerage and Oreinage System

Examrnaton of records held at the Ministry and the lnstrtute revealed that
Kshs 19,842,175 had been drsbursed during the year under revrew as a spectal grant
from the Mrnastry towards completron of the se\ erage proJect The lnshtute awarded a
contact to a firm at a contract sum of Kshs 18,482,222 towards completion of the above
proJect However, examrnahon of payment records rndicate that Kshs 15,556,216.35
has been pard to the contractor leavrng a balance of Kshs 2,926,005 65 to the
contractor and Kshs 4,285,958.65 as unutrhzed funds
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Further, the development account bank statements of the lnstitute as at 31 December
2014 reflect a debrt balance of Kshs I,145 rndrcattng that the amount transferred ftom
Ministry as specral grant had been exhausted

ln the crrcumstances, it was not possible to establtsh how the unutrhzed balance of
Kshs.4,284,813 65 had been utilized

347. Construction Works of the Proposed Laisamis Technical Training lnstitute

Avarlable records rndrcated that the Mintstry appotnted Nyandarua lnstttute as a mentor
of Larsamrs Technrcal lnshtute Nyandarua lnstttute awarded a tender for the
constructlon of the proposed Laisamis Techntcal Trarnrng lnshtute to a contractor at a
contract sum of Kshs 51,545,661.50 for a duraton of fifty two (52) weeks. However,
examrnatron of records and certficates from Publc Works avatled for audrt venficatron
revealed that the contractor had lodged an addttional clatm for payment of
Kshs 3,612,064 In respect of abortve works on the stte. No satisfactory explanatton
was grven as to how the abortrve works arose and how the institute plans to finance the
resultant excess costs of Kshs 3,612,0&t as the prolect rs a fixed sum contract

348. Construction of aTuition Block Pha3e ll at Nyeri Technical Treining lnstitute

Records available lndicate that the lnsttfute awarded a labour only contract for
constructron of a tuiton block to a contractor at a total cost of Kshs 12,943,669 50 for a
penod of 48 weeks commencrng on 28 February 201 1 Venficahon of works done tn
Apnl 2015 revealed that the works were rncomplete and the contractor was not on stte.
No documentary evrdence rn form of tender mtnutes tn support of extension of contract
penod was avarled for audrt revrew. Further, examinatron of payment vouchers avatled
for audrt revealed that an amount of Kshs 10,476,986.45 or g0% of the contract pnce
had been pard to the contractor net of retentron money Although the prqect rs
rncomplete no progress reports from Publtc Works Mrntstry rndrcating the level of
completon were avarled for audrt reuew.

349. P.C. Kinyanjui Technical Training lnstitute

349.1 Construction of Resource Centro at PC Kinyanjui Technical Training
lnstitute

ln 201212013 financral year, the lnstttute awarded phase ll of the above works to a
contractor at a contract sum of Kshs 20,225,192 A physrcal verification of the project
rn August 2015 revealed that the project was rncomplete as finishes and metal
fabncahons had not been done Thereafter, the contractor presented a clarm for unpard
dues amounting to Kshs 11,944,946 Although the rnstttute drsputed the claim, the
management had not computed the actual amount due to the contractor

Further, the contractor rarsed a parallel brll of quantrties dated 7 Apnl, 2015 comparing
the onglnal brll of quantrbes and the re-measured works for the prolect indicahng that
the prolect cost vaned from Kshs 20,225,192 to Kshs 25,264,778 by Kshs 5,039,586
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whose supporting analysis was not availed for audtt review. ln the circumstances, the
lnstitute risks litigation from the contractor and may be in contravention of the Public
Procurement and Disposal Act, 2005 and related Procurement and Disposal
Regulations of 2006.

350. Construction of Muranga Technical Training lnstitute

Records availed for audit review indicated that on 29 January 2014 the Ministry
awarded a contract for the construction of classrooms, workshops and laboratory blocks
for mechanrcal and civil engineering departments at the proposed Muranga Technical
lnstitute at a contract sum of Kshs.261,365,108 for a duration of seventy two (72) weeks
ending 2 August 2015. However, examination of payment records and available
progress reports as at 3'1 July 2015 revealed that Kshs.62,932,631 .54 representing
aboul 24o/o of the contract price had been paid to the contractor and the works were
not complete as anticipated yet the completion period had almost lapsed.

No evidence of extension of contract period was availed for audit review and no
explanation has been given for delay in completion of the proJect.

351. ldle Equipment

Oocumentary evidence availed for audit review indicate that on 1 March 2011, the
Government of Kenya through the Ministry of Higher Education entered inlo an
agreement with the Republic of China represented by AVIC lnternational Holding
Corporation under the Kenya-China project on rehabilitation and upgrading of
equipment in Universities and Technical Training lnstitutes. One (1) university and nine
(9) Technical Training lnstitutes were supplied with electrical/ electronic engineering,
mechanical engineering, rapid prototyping manufacturing laboratories and diesel
generators at a cost of US $ 29,281 ,624 or approximately Kshs.2,490,159,083. A
physical verification of the equipment in all the ten lnstitutes revealed that the
equipment have not been utilized to full capacity and the generators have also not been
put to use. The Ministry has explained that the equipment requires a three (3) phase
power supply to operate and that plans are underway to upgrade the power supply in
order to operationalize the equipment. ln the circumstances, the stakeholders may not
obtained value for their resources from equipment worth Kshs.2,490,159,083 supplied
to the ten( 10) lnstitutions of higher learning.

352. Unclear Development Expenditure

Examination of the Ministry's records revealed that Kshs.227,999,997 and
Kshs 304,999,999.80 all totalling Kshs.532,999,996.80 were disbursed during the year
under review as development grants to the Technical Training lnstitutes and lnstitutes of
Technology. However, no details of the specific projects to be undertaken or already
done were availed for audit review. Further, enqurries from the recipient lnstitutes
revealed that some did not have pending projects to be undertaken and they were also
not instructed on how the funds were to be utilized. lt was therefore not possible to
confirm that the development grants dasbursed to varlous lnstitutes were efficiently and
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economrcally uthzed ln the
Kshs 532,999,996.80 incurred
confirmed

circumstances, the propriety of the expendrture
by the Minrstry on vanous rnstatutes could not

of
be

353. Extension of Fiber Optic Cable to TIVET lnstitutions Poect
Examinaton of contract records avarled for audrt revrew rndlcate that on 25 July 2012,
the Ministry awarded a contract for the desrgn, supply and tnstallaton/extenston of fiber
ophc to TIVET lnstitutrons to enable them have rntemet connectrvrty wrthrn the
rnstitutrons to a firm at a contract sum of Kshs.239,705,045 and for a contract penod of
three (3) months effective immediately Payment records avarled for audit revrew
rndrcate that Kshs.208,286,455.70 or approximately 87% of the contract sum had been
pard to the contractor as at I October 2014 Physrcal verificatron of the works dunng the
month of Apnl, 2015 rn various lnstitutes revealed that although the Infrastructure work
was done, the 1ombps ftee bandwdth connectivrty for one year provided for rn the
contract was not provrded to the rnshtutes.

Further, most of the lnstitutes were connected through radto lnk whrch was often
rnterfered wth by adverse weather condrtrons and also the contractor has not handed
over the prqect to benefitng lnstrtutes as at the date of this report ln the
circumstances, it has not been possrble to confirm rf the stakeholders obtarned value for
therr resources from the connectrvrty services

DONOR FUNDED PROJECTS

KENYA TTALY OEBT FOR DEVELOPMENT PROGRAMME (KtDDP)

Bacis for Discl.imer of Opinion

354. Late Submission of Financial Statements

Sectron 68(2) k, of the Publrc Frnance Management Act, 2012 requrre Accountrng
Officers to prepare annual financral statements for each financral year wrthrn three
months after the end of the finanoal year, and submrt the same to the Audrtor-General
for audrt The financral statement for the Programme vrrere recerved rn this office on 30
October 2015 one ('l) month after the statutory date of 30 September 2015 The
management was therefore rn breach of the law

355. Failure to Prepare and Submit for Audit 2013/2014 Financial Statements

Although the project management submrtted 201412015 financral statements to the
Auditor-General for audrt, there was no evrdence to show that the 2013/2014 finanqal
statements were prepared and submrtted for audrt This rs contrary to Sechon 4 (1) of
the Publc Audrt Act 2003 that requrre preparatron of final accounts for every financral
year ln the crrcumstances, the management rs rn breach of the law
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356. Balance Brought Forward

Statement of receipts and payments for the year ended 30 June 2015 reflects balance
brought forward of Kshs.9,522,133. However it's not clear and the management has
not explained the source and nature of the balance brought forward of Kshs.9,522,133.
Consequently, it has not been possible to establish the validity of the balance brought
forward of Kshs .9,522,133 reflected in these financial statements.

357. Variances in the Financial Statements

The accuracy of these financial statements could not be confirmed due to the following
anomalies.

357.1 The Statement receipts and payments reflects an expenditure of
Kshs.1 1 ,100,400 under tools and equipment whrle records availed for audit review
indicate actual expenditure of Kshs.8, 1 90,400. The difference of Kshs.2,9"10,000 is in
respect of payments for the supply of ironing board, L-square, Knifting machine and
sleeve board and whose supporting documents were not availed for audit review.

357.2 The statement of comparative budget and actual amounts reflects a final
budget figure of Kshs.97,700,000 under proceeds from domestic and foreign grants.
However, no approved budget supporting Kshs.97,700,000 was availed for audit
verification. Further, the statement reflects actual proceeds from domestic and foreign
grants of Kshs.2s,641,449.50 which differs with the amount reflected in the statement of
receipts and payments of Kshs.1 18,600,000 by an unexplained variance of
Kshs.92,958,550.50. ln the circumstances, it has not been possible to confirm the
accuracy and validity of proceeds from domestic and grants reflected in these financial
statements.

357.3 The statement of financial assets and liabilities as at 30 June 2015 reflects net
financial position balance of Kshs.1 '1 1 ,386,280 which differs with the casted balance of
Kshs.107,875,486. The variance of Kshs.3,510,794 has not been explained or
reconciled. Consequently the validity and accuracy of the statement of financial assets
and liabilities as at 30 June 2015 could not be ascertained.

357.4 The statement of cash flows for the year ended 30 June 2015 reflects cash and
cash equivalent at the beginning of Kshs.9,522,133 which differs with the figure
reflected under the statement of financial assets and liabilities of Kshs.5,394,803. The
variance ol Kshs.4,127 ,7 08 has not been explained or reconciled. Consequently the
validity of the cash and cash equavalents as at 30 June 2014 could not be ascertained.
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358. Cash and Bank Balances

358.1 The statement of financial assets and habilihes as at 30 June 2015 reflects cash
and cash equivalents bank balance of Kshs 1'l 1,386,280 60 whrle the cashbook as at
the same date reflects a balance of Kshs 105,8U,224.65 resultrng to unexplarned
variance of Kshs.5,552,055.95 Further, the Prolect management did not avarl a bank
confirmatron certrficate rn support of bank balance of Kshs 1'1 1,386,280 as at 30 June
2015

358.2 Further, the bank reconcrliatron statement as at 30 June 2015 includes four (4)
unpresented stale cheques totallng to Kshs 4,000,000 whrch were berng held by the
pro1ect management No explanahon was provrded as to why these cheques were
nerther released to the respectrve payees nor cancelled and reversed tn the cashbook.
Therefore the cashbook balance as at 30 June 2015 is understated by Kshs.4,000,000
The reconcrliatron statement further reflects Kshs 244,7 44 as payments in bank
statement not yet recorded rn cashbook out of whrch Kshs 1,100 relates to bank
charges lor 201512016 finanoal year The amount of Kshs 244.744 also includes pnor
year adJustment figure of Kshs.240,529 whose supportrng analysrs was not availed for
audrt revrew.

358.3 Also the reconcrhation statement reffects a balance of Kshs 4,330,000 as
recerpts in the cashbook not yet recorded in bank statement that has been outstandrng
for over two years. No satisfactory explanatrons have been provided as to why these
recerpts have not been deposited in the bank for the last two years The cashbook
balance as at 30 June 20'15 is therefore overstated by Kshs 4,330,000

ln the crrcumstances, rt has not been possrble to confirm the accuracy, vahdrty and
completeness of the cash and cash equrvalent balance of Kshs 111,386,280 60.

359. Unconfirmed/Excluded Expenditure

Examrnation of payment vouchers revealed that Kshs 59,724,550 and
Kshs 24,050,355 50 rn respec{ of purchase of workshop tools and constructron of
workshops respectrvely under government counterpart funding were omrtted from the
financral statements Further, Kshs 11,100,400 and Kshs 5,288,814 both amountng
to Kshs.16,389,214 reflected an the financral statements were rncurred on tools and
construction of workshops respectively under the loan component. However, no
drstnbutron hst, retums, or acknowledgements from the beneficrary rnstituttons
supporting the recerpt of the purchased tools and equipment was availed for audit
revrew ln addrtron, the proJect management drd not avarl the project status progress
report for audrt revrew In the circumstances, rt has not been possible to confirm the
propriety of the expendrture of Kshs 16.389,214 on tools and constructron of workshops
for the year ended 30 June 2015.
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360. Unresolved Prior Year Matters

360.1 Payment on lnfrastructure Development

As reported in the previous years, the propriety of an expenditure of
Kshs.44,248,395.00 incurred in focus districts in the year 200912010 was similarly not
ascertained during the yeat 201412015 as no expenditure returns were availed for audit
review.

360.2 Unposted Expenditure in Ministry's Records

As reported in the previous years, the statement of receipts and payments reflected
total payments of Kshs.7,529,05'l .80 which included expenditure of Kshs.2,'160,000.00
and Kshs.5,369,051.80 relating to supplies and infrastructure development,
respectively. However, the expenditure figures were not captured in the parent
Ministry's ledgers and trial balance as at 30 June, 2013 from which the financial
statements were expected to be drawn.

360.3 Non-Disbursement of Programme Funds

As previously reported, the provisrons of Article 1 (2) of the Financing Agreement
between the ltalian Government and the Government of Kenya require that each year,
an annual installment of 1Oo/o of Euro 42,913,028.56 or Kshs.444,578,975.88 plus 10%
of US$1 ,364,282.O7 ot Kshs.1 1,479,069 33 totalling to Kshs.456,058,045.21 be
disbursed to a special account of the programme. However, during the yeat 201212013,
the Ministry received Kshs.4,330,000.00 only instead of Kshs.456,058,045, contrary to
the terms of Agreement between the ltalian and Kenyan Governments. The issue
remained unresolved as at the date of this report.

360.4 lncomplete lnfrastructure Projects

As previously reported, the statement of receipt and payments for the year 201212013
reflected expenditure totalling Kshs.5,369,05'1 .80 incurred on infrastructure
development. However, supporting documents examined indicated that six (6) of the
pro.iects for construction of three (3) twin workshops contracted during the year
2OOB|2OO9 valued at Kshs.101,900,352.95 and contract durations of eight (8) months
each, had their contract periods expire by between forty (40) months and fifty (50)
months as at 30 June, 2013.

Further, two (2) projects at Sigor and Kodich Youth Polytechnics had their contracts
terminated due to non-performance with completion status ol 1Oo/o and 85%
respectively, while three (3) projects at Mariakani, Waondo and Sina Youth Polytechnics
had a completion status of between g0% and 95%. As at the date of this report, the
issues still remained unresolved.
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KENYA EDUCATION SECTOR SUPPORT PROGRAMME (KESSP)

Batis for Disclaimer of Opinion

361. Unaccounted for Cash balance

The statement of finanoal assets and liabrlhes as at 30 June 2015 reflects a nrl bank
balance However the cash book avarled for audrt revrew, reflects a bank balance of
Kshs 292,434,3'12 as al the same date No explanatron has been provrded as to why
the cashbook bank balance of Kshs 292,4U,312 was omitted from these financral
statements. ln the circumstiances, rt has not been possrble to confirm the accuracy and
completeness of these financral statements for the year ended 30 June 2015.

362. Unaccounted for lmprest

The statement of financial assets and habrlrtes as at 30 June 2015 reflects rmprests and
advances balance of Kshs 10,481 ,72O whose supporting analysrs were not availed for
audrt revrew The rmprests and advances have been outstandrng for over four (4)
years No explanalons have been provrded as to why the rmprests and advances have
not been accounted for as requrred by Government Frnancral Regulataons and
Procedures The recoverabilrty of rmprests and advances totallrng Kshs '10,481 ,72O as
at 30 June, 2015 is therefore doubtful

363. Non-Submission of Special Account Statement

Treasury Crrcular No. MF/AG 3/088 Vol 5/ (84) dated '1 September, 2008 requires the
External Resources Department to prepare annual statement of specral account which
shall form an rntegral part of the financral statement for that particular financral year.
However, as reported in the prevrous year, the 201412015 proJect financial statements
drd not rnclude the spesal account statement contrary to thrs requrrement ln the
orcumstances, the accuracy and completeness of the transactrons of the specral
accounts tor 201412015 could not be confirmed

364. Prior Year'c unresolved lcsues

364.1 Overpayment to Suppliers

As reported rn the prevrous years, three (3) schools rn Western, Nyanza and Coast
Provrnces made payments to supphers rn respect of statronenes and text books at a
rate hrgher than that of the contracted supphers or approved pnce lst rn the year
201012011 , resultrng to an overpayment totalhng Kshs.98,725 As at 30 June 2015 the
overpayment of Kshs.98,725 had not been recovered.

364.2 Unaccounted for Advance

As reported rn the prevrous years, a payment of Kshs 100,000 was made to a Princrpal
of a Secondary School rn Coast provrnce from Government grants to the school in
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February, 201 1. However, as at 30 June, 2015, the funds had not been accounted for
and indications are that the money may have been embezzled.

364.3 lrregular Procurement of Goods and Services

As previously reported, four (4) schools purchased various goods and services worth
Kshs.5,072,032 from various suppliers, without inviting quotations, contrary to Public
Procurement and Disposal Act, 2005, and therefore denying the Government the
benefits of competitive bidding. A review of the four (4) schools during the year under
review indicated that one ('l) school had documents showing that it procured laboratory
furniture and grill door amounting to Kshs.151 ,300 through a competitive process.
However the remaining three (3) schools with purchases totalling Kshs.4,920,732 used
single sourcing and the issue was still outstanding as at 30 June, 2015. lt is doubtful if
the stakeholders got value for their money from the above transactions.

304.4 Early Childhood Development Education (ECDE)

As reported in the prior years, the statement of receipts and payments for the year
ended 30 June 201 1, showed nil expenditure under Early Childhood Development
Education component and a cumulative expenditure of Kshs.1 ,256,496,9M. However,
the figure of Kshs.l,256,496,964 includes a grant of Kshs.223,000 disbursed to a
school in Eldoret. but which had not been accounted for. A review of the position in
201412015 financial year showed that the amount had still not been accounted for or
recovered.

3&{.5 Education Management lnformation System (EMIS)

As previously reported, the statement of receipts and payments for the year ended 30
June 2011, further showed a cumulatlve expenditure figure of Kshs.27,217,823 under
Education Management Information System (EMIS). The cumulative balance, however,
included an expendrture of Kshs.1,030,300 relating to transport reimbursements which
had in 2008/2009 been considered as ineligible. This particular expenditure had not
been recovered as at the date of this report.

354.6 Grants to Disadvantaged Groups

As reported in the prior years, the statement of receipts and payments for the year
ended 30 June 201 1 also showed a cumulative expenditure figure of Kshs.923,464,397
under Grants to Disadvantaged Groups. However, and included rn the cumulattve figure
of Kshs.923,464,397 is an amount of Kshs.'1,793,595 disbursed in 2008/2009 to seven
(7) privately owned schools. Although this amount was considered as constitutlng
ineligible expenditure, no action appears to have been taken to resolve the matter as at
the date of this report.
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364.7 ln addrtron, rt was reported that an audtt verrfication carried out during
2009/10 revealed that a sum of Kshs 7,117,887 incurred rn vanous pnmary and
secondary schools was not spent as per the Jornt Frnancrng Agreement as follows:

3il.7.'l Unaccounted for Grantc

Examrnatron of expendrture documents and other related records revealed that five (5)
schools could not provrde documents rncluding rnvoices, payment vouchers, or cash
sale receipts to support expendrtures amountng to Kshs.5,499,440 incurred between
July and December, 2008 A revrew of the matter during the year under review rndrcated
that the money was not spent on the rntended purposes and may have been
misappropnated Therefore, pubhc resources amountrng to Kshs 5,499,44O may have
gone rnto waste

3il.7.2 NugatoryPayments

As previously reported, a payment of Kshs 193,900 was made on 21 July, 2008 to a
supplier rn Kuria East Drstrict for the supply of constructton mateflals for Kurutryange
Primary School before the items were delivered There was no evtdence that the
mateflals were delivered at the school as at the date of thrs report, and tndrcattons are
therefore that the expendrture of Kshs.193,900 rs nugatory

365. lrregular Payments

As prevrously reported, Krmorori Pnmary School in Central provtnc€ made payments
amountrng Kshs 1.262,918 to a contractor between January and June 2008 for supply
of burlding matenals An rnspectron conducted by the Mrnrstry of Educahon rn July, 2008
however revealed a loss of Kshs 302.820 whrch had been occasroned by overpricing of
goods and servrces and a recovery for the loss was ordered Subsequently, an amount
of Kshs 275,573 was recovered, leaving a balance of Kshs 27, 247 outstandrng as at
30 June 2014

SUPPORT FOR TECHNICAL, INDUSTRIAL, VOCATIONAL
ENTREPRENEURSHIP TRAINING PROJECT (ADF LOAN NO. 2100150018't93)

Basis of Qualified Opinion

AND

366. Failure to Provide Budget Estimates

The statement of comparatrve budget and actual amounts for the year ended 30 June
2015 reflects under actual amounts Kshs 123,542,439, Kshs 9,104,447 and
Kshs 128,500 under GoK counterpart fundrng, operahng costs and trarnrng (GoK)
respectvely However, the respectrve budgetary provistons had not been reflected
contrary to Secton '1.9.8 of lnternatronal Pubhc Sector Accounting Standards (IPSAS)
No satrsfactory explanation has been grven for thrs anomaly
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I 367. lneligibleExpenditure

The Ministry contracted a firm to supply, deliver, install, commission and train on use of
building and civil engineering training equipment to five (5) Technical Training lnstitutes
across the country at a total cost of USD 3,168,755. Examination of payment vouchers
revealed that an amount of Kshs.5,952,851 was paid to the contractor out of which
Kshs.462,910.44 and Kshs.'1,256,859.74 were in respect of demunage and storage fees
on these equipment on shipment to Mombasa port. These payments are not eligible
under ADB conditions of the loan agreement. ln the circumstances the payment
constitutes an ineligible expenditure totaling Kshs.1,719,770. The project management
was therefore in breach of the Loan Agreement.

368. Construction of Mechanical Engineering Workshop-Gusii lnstitute of
Technology

The Ministry of Education awarded a firm a contract in July 2011 for the construction of
mechanical engineering workshop in Gusii lnstitute of Technology at a contract sum of
Kshs.1 1 ,790,032.10 tor a duration of twelve (12) months. The works as per Bills of
Quantities included putting up kerbs and improvement of the driveway around the
workshop at a cost of Kshs. 1 ,018,050 and installation of air-conditioning equipment in the
server room and the computer lab at a cost of Kshs.452,000 all totalling Kshs.1,470,050.
However, during a site visit to the lnstitute in April 2015, it was observed that the above
works with costs totalling Kshs.1,470,050 had not been carried out. No explanation has
been provided for the anomaly.

369. Construction of Building and Civil engineering block Phase I - Butere
Technical Training lnstitute

Records availed for audit indicated that on 30 December 2013 a contract was awarded to
a contractor for the construction of a Building and Civil Engineering Block Phase I at
Butere Technical Training lnstitute at a contract sum of Kshs.150,229,572 for a duration
of fifty two (52) weeks.

A visit to the project in September 20'15 revealed that the project is not complete.
However, examinataon of payment records revealed that as at 30 June 2015 the
contractor had been paid Kshs.100,762,659.57 or approxamately 670/o of the contract sum
out of which Kshs.90,383,967 was paid in 201412015 financial year but the project
completion period has since lapsed. There was no evidence of any efforts being made to
extend the contract period. No satisfactory explanation has been provided for the delay in
project completion.
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370. Electronic and Engineering Block Phase I - Tseikuru Technical Training
lnstitute

370.1 Conctruction of Electrical and Electronica Engineering Block Phase I -
Tseikuru Technical Training lnrtitute

Records avarled for audrt revrew rndrcated that a contract was awarded a contractor to
construct an Electflcal and Electronrcs Engrneerrng Block Phase I at Tserkuru Technrcal
Trarning lnshtute In March 2012 al a contract sum of Kshs 88,'149,485 39 for a duratron
of fifty two (52) weeks. A usrt to the project in September 2015 rndicated that the project
is rncomplete and the contactor's performance bond from Equrty Bank of
Kshs 10,493,986 40 had exprred on 30 June 20'13 No explanatrons were given for the
delay in completion of works at the lnstitute or farlure to renew the performance bond

370.2 Supply, Delivery and lnstallation of Electrical and Electronics Engineering
Equipment-Tseikuru TTI

On 30 December 2013, the Project Management awarded a contract for the supply of
workshop equrpment to a supplier at a contract sum of Kshs 45,713,849 21 Although, the
equipment was delivered to the lnstitute on 2 January 2015, as at the trme of thrs audit
the same had not been rnstalled at the rnsutute's workshops. The equrpment was left with
the contractor wthout a formal agreement and wrthout arrangements on the equipments
secunty ln additron, the Electncal Workshops were not secure as the windows had no
grills.

Further, the contract rnvolved trainrng on installation, marntenance and use of the
equrpment for ten (10) members of the teachrng staff lt rs not clear who was trarned as
the lnstrtute drd not have teachrng staff as at the Ime of the vrsit

ln the orcumstances, the stakeholders may not have gotten value for therr resources as
the equrpment has not been put to its rntended use

371. Godoma Technical Training lnstitute

371.1 Construction of Electrical and Electronica Engineering Block Phase I

On 5 March 2012, the Project Management awarded a contract for the constructron of an
Electncal and Electronics Engineenng Block Phase lat Godoma Technrcal Trainrng
lnstrtute at a contract sum of Kshs 91 ,'129,777 50 for a duratron of twelve (12) months

lnformation made available rndicates that as at September 2015, the contractor had been
pard Kshs 99,022,525 16 out of whrch Kshs 44,906,991 was pard dunng 201412015
financial year, through thrrteen (13) rnterim certificates resulting rn a vanance of
Kshs 7,892,747 66 over and above the contract sum Further. rncluded in the works was
dehvery and rnstallahon of an electrical submersrble water pump worth Kshs 205,920 The
pump had not been dehvered and installed as at the hme of audtt tnspectton tn September
2015. ln additon, electncal sockets had been rnstalled on the floor making rt flsky during
the time of cleanrng when usrng water. No explanation has been provrded by the
management for anomales observed

l9l



371.2 Supply, Delivery and lnstallation of Electrical and Electronacs Engineeiing
Equipment

A contract for the supply of workshop equrpment at Godorna Technlcal lnshtute had been
awarded to a contractor at a contract sum of Kshs.45,713349 21 The equtpment was
however yet to be rnstalled as the instrtute's workshops were yet to be handed over by the
contractor ln the crrcumstances, tt ts not clear and the management has not explained if
and when the equrpment may be put to use and f the stakeholders wll get value for thetr
resources.

372. Construction of Mechanical Engineering Workshop-Nyeri Technical Training
lnstitute

On 19 October 201 I , the Project management awarded a contract for constructton of a
Mechanrcal Engrneenng Workshop at a cost of Kshs.80,088 ,778 74 lor a duratron of
twelve (12) months As at September 2015, the Mrnrstry had pard Kshs 52,685,482 37 out
of which Kshs 2,605,271 was pard dunng the year under revrew Physical vrsrt to the
lnstrtute rn September 2015 revealed that the project was still incomplete and no prolect
status report to show the percentage of completon was avatled for audrt revrew No
proper explanatrons were provrded on the cause of delay in complehon of the pro1ect,
desprte the f;act that the Mrnrstry had rnformed the contractor of its rntentron to terminate
the contract due to delay and non-performance ln the circumstances, tt has not been
possrble to confirm when the stakeholders will start gettng the value for their resources
as the workshops have not been put to use.

373. Unresolved Prior Year Matters

373.1 Non Delivery of Equipment

As reported in 201312014, rnformatron avarlable rndicates that on 30 December 2013, the
Mrnrstry srgned contracts wth vanous firms for the supply, deltvery, tnstallation,
commrssronrng and trarnrng on use and maintenance of varrous equrpment to eaght (8)
new Technrcal lnsttutes at a total cost of Kshs.363,135,374. However, a revtew of
procurement documents avarled for audrt tndicated that the Ministry had not pard the
contractors and as result the equrpment had not been supphed to the tntended lnstitutes
as at the date of thrs report, contrary to Sectton 6 of the Contract Agreement whtch
requrred goods to be deltvered at the project s(e not later than eight (8) weeks after
srgnrng the contract and completion date not later than twelve (12) weeks after contract
grgnrng No satrsfactory explanations have so far been provrded by the Mtntstry for not
payrng the contractors The non-performance of the contract for dehvery of the
oqurpment rmpacts negatvely on the cardlnal objecttve of the Project, to tmprove access,
qualrty and relevance of skills development opportunttles for the youth in Kenya

373.2 Delays in Completion of Civil Works

As was prevrously reported, the Mrnrstry tn October 201 1 contracted several contractors
for the constructon of workshops rn eleven (11) Techntcal lnsttutes at a total contract
sum of Kshs 838,482,812 78 ln March 2012, the Mrnrstry further undertook to construct
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additonal erght (8) workshops rn erght (8) new Technrcal lnshtutes, and engaged
contract'ors at a total contract sum of Kshs 763,442,178 49. ln total the Minrstry had
committed to construct 19 workshops at a total cost of Kshs 1,601,924,991 27, Accordrng
to contracts srgned between the Minrstry and vanous Contractors, the works were to
commence rmmedrately and be completed wthrn fifty two (52) weeks rn October, 2012
and March 2013

As at 30 June 2015, the Mrnrstry had pard a total of Kshs 1 ,122,712,476 86 or
approxrmately 70 085o/o of the total contract sum of Kshs.1,601,924,991 27 However, a
review of the prolect at the tme of thrs audit revealed that seven (7) out of the nineteen
(19) contracts with a total contract sum of Kshs U6,O71,441 had not been completed
desprte the contractors havrng been pard Kshs 323,183,243 The Minrstry did not provrde
reasons for the delay in prolect completron and has not explarned if and when the Project
wrll be completed.

373.3 Non-Renewal of Bank Guarantees

As prevously reported, a revrew of contract documents for the constructron of workshops
for selected technrcal rnstrtutes revealed that erghteen (18) contractors srgned
performance bonds at 10% of the contract sum in compliance wrth the contract
agreement. The bonds executed were between Kshs 1,000,000 and Kshs.11,585,380 50.
The bonds were to run for a period of one year and the contractoE were to renew them
upon expiry. A review of the project status rn October, 2015 revealed that six (6) bonds
totallrng Kshs 5O,119,297 30 had exprred and had not been renewed, hence exposrng the
Mrnistry to risk of financial loss in case of non performance of this magnitude No
explanaton was provided for thrs anomaly

373.4 Expired Contract Periods

As prevrously reported, the Project status report as at 30 November 2013 rndrcated that
contract penods for 18 contracts expired on various dates wthin 201 1/2012 finanoal year
However, although the Mrnistry drd not give extensrons of the contracts, a revrew of the
status rn September 2015, revealed that seven (7) contractors contrnued wth the works
without vahd contracts in uolation of Section Vll Clause 2.2 of lhe contract agreemenb
that provrde for renewal of contract penod upon exprry. ln the qrcumstances, the
Contractors were rn breach of the terms of the contracts.

373.5 Advance Paymont for Equipment and Works

As previously reported, the statement of recerpts and payments for the year 201112012
rellected payment of Kshs 299,606,679,05 against goods and works The figure rncluded
Kshs 34,532,180 70 rn respect of equrpment whrch was to be supplied and rnstalled rn

three (3) Technrcal lnstrtutrons, and works whrch were to be done rn eight (8) Technical
lnstrtutions wrthrn the Country The amount of Kshs 34,532,180 70 also rncluded advance
payments of Kshs 29,519,983 90 whrch comprrsed of Kshs 2,338,296 90 pard to three (3)
supphers of equapment before dehvery of the rtems, whrle the balance of Kshs 27,181,687
was pard rn advance to three (3) contractors before the works had commenced

r93



)

Howeveq no proper bank guaranteos fur th€se payments u,Ere availed for audit review. lt
was therefore not posoible to aBcertain how the Minisfy would be indemnified in case of
breach of conkact. As at 30 June 2015, tte Ministry had not provided information on the
status of the issrr as raised in the previous yeafs r€port.

)
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MINISTRY OF TRANSPORT AND INFRASTRUCTURE

STATE DEPARTMENT OF INFRASTRUCTURE

FINANCIAL STATEMENTS FOR VOTE 143

Basis for Adverse Opinion

374. lnaccuracies in the Financial Statemonts

The statement of financral posrtron as at 30 June 2015 had the followrng rnaccuracres

371.1 Accounti Receivables - Negative Kshs.rll,992,571,850.20

lncluded in the receivables balance of negatlve Kshs 41,992,571,850 20 rs an amount
of negative Kshs 41,994,231,622.05 as summaflzed below whose details or supportng
documents were not avarled for audrt:

Suspense & Clearance
Differences

12,326,945 80
-42.006.558.567 85

Total 4L99!t2;U122-05

It has not been possrble to confirm the accuracy and conectness of account recervables
of negatrve Kshs 41,992,571,850.20 as at 30 June 2015 and why recervables have a
negatrve balance

374.2 Accounts Payable and Deposits

The statement of financral posrbon drscloses account payables balance of
Kshs 33,212,868,865 made up of deposrts, other habilities and system requrred
liabrlitres of Kshs 264,258,608 35, negabve Kshs 30,827,757 10 and
Kshs.32,979,438,013.75 respectrvely The accountrng officer has explarned that the
deposit amount of Kshs 264,258,608 35 represents the bank balance on the deposrt
account However, the deposit account cash book balance as at 30 June 2015 was
Kshs 265,118,800 30 resultng rn an unexplarned drfference of Kshs 860,191 95

Further, the negatrve Kshs 30,827,757 10 and Kshs 32,979,438,013 75 for other
Itabtlthes and system requrred habrlrties respectively had no supportrng documents

ln addrton, the Mrnrstry has not drsclosed pendrng brlls as at 30 June 2015lor recurrent
and development vote amountrng to Kshs 57,651 ,140.05 and Kshs 30,265,963 30 for
the two accounts respectvely
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ln the crrcumstances, rt has not been possrble to confirm the accuracy and conectness
of the accounts payable balance of Kshs 33,212,868,865

374.3 Cash and Cash Equivalents

The statement also rellects total cash and cash equrvalents of Kshs 75,237,260,707 15
as at 30 June 2015 while all supporting records and documents rndrcate total cash and
cash equrvalents of Kshs 389,670,252 20 There ts a vananc€ of
Kshs 74,847,59O,4U 95. The statement of cash flows on the other hand drscloses
Kshs 8,747,882,993.25 as balance of cash and cash equrvalents as at 30 June 2015
The three sets of figures need to be reconcrled.

374.4 Bank Balances

lncluded rn totial cash and cash equrvalents balance of Kshs 75,237,260,707 15 s a
bank balance of Kshs 267,935,813,90 composed of Kshs 266,632,602 30 and
Kshs 1,303,21 1 60 for Deposrts and Kenya Transport Sector Support Prolect (KTSSP)
bank balance respectlvely However, a bank balance of Kshs 389,670,252 20 was
confirmed from the cash books and the supportrng bank reconoliatrons. The bank
balance of Kshs 267,935,8't 3 90 excludes Kshs.121,139,157 70 and Kshs.2,109,082 60
rn respect of recurrent and development bank balance respectively ln addrtton, depostt
account cash book rndrcates a balance of Kshs 265,118,800 30 resulhng rn a diflerence
of Kshs 1 ,513,802 The bank balance rs therefore understated by Kshs 123,248,240 30.

374.5 Cash Balance

The statement of financial posrton further reflects a cash balance of
Kshs 74,969,324,89325 which however had no supportrng documents ln addrtron, the
board of survey confirmed that there was no cash balance as at 30 June 2015
It has not been possrble to confirm the accuracy and completeness of cash and cash
equrvalents' balance of Kshs. 75, 237,260,7 07 .'l 5.

374.6 Net lncrease in Cash and Cash Equiyalents

The statement of cash flows for the year ended 30 June 2015 rndrcates net increase rn
cash and cash equrvalents of Kshs 8,747 ,882,993 25 However, addrtion of cash llows
from all actvrties reveals that there was actually a net decrease rn cash and cash
equrvalents of the same amount

374.7 Transfers to Other Government Agencios

The statement of recerpts and payments for the year ended 30 June 2015 drscloses an
amount of Kshs 84,478,361,62'1 50 on account of transfers to other govemment
agencres comprisrng Kshs 23,409,273,292 15 and Kshs 61,069,088,329 35 relatrng to
Recurrent vote and Development vote respectrvely

However, a revrew of the supportng documents rndrcated a balance of
Kshs 61,614,881,79O 70 as follows -

196



Journal vouchers (Drrect payment) 29,818,825,898 60
Payment vouchers- 31.796.055.892 10
Total 0L0l-!ljE0Lz90J0
The vanance of Kshs 545,793,461 35 has not been reconcrled

374.8 Transfer From Other Government Entities

The statement of receipts and payments discloses an amount of Kshs 22,446,501,146
as haung been recerved from Kenya Roads Board However, a revtew of records from
Kenya Roads Board rndrcated that an amount of Kshs 25,036,325,U4 was remrtted to
the Minastry for onward drsbursement to Roads Authontres, resultng rn an unaccounted
for transfers of Kshs 2,589,824,498

37,4.9 Appropdations-ln-AidCollected From Regional Ofltcos

During the year under revrew, rt was observed that the regronal offices of Matenals
Department collected AIA amountrng to Kshs 14,568,050 whrch was not disclosed rn the
statement of receipts and payments for the year The whereabouts of thts money is not
known

37t1.10 Proceeds from Foreign Borrowing

The statement of recerpts and payments reflecls Kshs.24 ,746,958,749 65 as proceeds
from forergn borrowrng, whrch drffers wrth total of lournal entnes of
Kshs 27,54'1,044,073 02 resulting rn an understatement of Kshs.2,794,O85,323 40

374.11 Proceeds from Foreign Grants

The statement of recerpts and payments drscloses an amount of Kshs.5,030,1 14,823 45
as recerpts from forergn grant. However, the supportng schedule and the ledger
indrcate an amount of Kshs.3,861 ,475,171 resulting in an unexplarned drfference of
Kshs 1,168,639,652 45.

375. Operations of Deposits Account

The financral statements drsclose Kshs 266,632,602 30 as the balance on the depostt
account as at 30 June 2015 A reuew of the operatlons of the deposrt account duflng
the year revealed the following anomales.

375.1 Retention Refunds - Kshs.88'l ,398,'162.91

The Department made retentron refunds totaling Kshs 881,398,162.91 to contractors as
follows

Financial year Amount

688,775,675 26
192 622 487 65

80Li190,102.91
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A review of documents in support of the figure of Kshs.88'1,398,162.91 however
indicated that Kshs.292,060,779.5'l and Kshs.100,372.341 .65 lor 2013114 and 2O14115
respectively totaling 392,433,1 21 . 16 were paid without original receipts while refunds
totaling Kshs.55,450,449.O2 in 2014115 were paid without proof of completion of works
in the respective contracts.

ln the circumstances, at has not been possible to confirm whether above refunds totaling
Kshs.447,883,570.18 were genuine and valid.

375.2 Unresolved lssues for Deposits Account for 2012113 and Earlier Years

As reported rn the previous year, the statement of assets and liabilities for deposits for
the former Ministry of Roads reflected the following debit and credit balances relating to
201212013 and earlier years which besides being un-cleared for a long time remained
unanalyzed and unsupported as at 30 June 2015.

Account Debits Amount (Kshs.)

Recurrent AIA
General Suspense
District Deposit Bank
Provincial Suspense Account
R/D Cheques
Fuel Levy
C red its
Stale Cheques
Revenue Deposit
Mechanical Branch Suspense

(184,700.00)
255,702281 45

251.227.00
22,250,O45.75

38,487.75
30,004,897.50

719,064.00
52,409,214.20

687 ,268,445 25

375.3 The statement as at 30 June 2013 reflected a balance of
Kshs.1,192.886,514.85 on 10% retention money composed of a balance of
Kshs.'l ,438,823,266.35, relating to 201112012 and earlier years and movement dunng
the year of negative Kshs.245,936,751 .50. However out of the Kshs.1 ,438,823,266.35
reported in 201112012 an amount of Kshs.1 ,431 ,064,185.67 relating to 2009/2010 could
not be verified from the retention money register since serial numbers of the receipts
accounting for the retentron moneys were not indicated. Further as reported in 2A11112
an amount of Kshs.11,822,080.15 released to a contractor was supported by receipts
not issued for use in the Ministry's cash documents. The position remains unresolved to
date.

375.4 The schedule supporting the retention money had a closing balance of
Kshs.1,192,886,514.85 which include debit balances under various accounts amountang
to Kshs.233,31 1,537.07 implying irregular over-refunding of retention money. One
contractor was paid Kshs.17,213,703.00 when the account already had a debit balance
of Kshs.59,940,016.67 resulting in an overpayment of Kshs.77,153.719.67. Payment
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voucher no 008618 for the amount of Kshs.'17,2'13,703 00 pard was shll not avarled for
audit revrew

375.5 Debrt balances reflected n lhe 2O1112012 statement of Kshs.2,181,697,190 45
drffered with balance of Kshs.10,288,638,370.05 shown rn the Ministry's tnal balance as
at 30 June 2012 by Kshs 8,106,941 ,179 60 Simrlarly, the credrt balances totaling
Kshs,2,181,697,190 45 differed with the tnal balance totals of Kshs 3,335,760,495 65 by
Kshs 1,154,063,305 20 Addrtionally, several accounE totahng Kshs 72,528,192 23 and
credit balances of Kshs,16,549,108,680 20 shown rn the trial balance were excluded
from the statement of assets and habrhties as at 30 June 20'12

All the above rssues were unresolved as at 30 June 2013 and remained so in
20 1 31201 4 end 20 1 4l2O 1 5

Other Matter

376. Consultancy Services for Prospecting and Mapping of Road Construction
Materials Sources

The Department entered rnto two consultancy contracts on I May
Kshs 78,340,020 and Kshs 51 ,500,125 60 for Hardstone matenals and
matenals respectrvely as follows:

2014 of
Natural

376.1 Contract No. CME/002/Rdl2O13-2O14 for Consultancy Services for Prospectng
and Mapprng Sources of Hardstone Matenals for Road Constructon rn Embu, Meru,
Krtur, Machakos, Makueni and Tharaka Nithi Counties was awarded to C M Kamau
and Assocrates on 9 May 2014 tot a contract sum of Kshs 78,UO,O20 The contract
was to commence on 26 May 2014 for fifteen months.

376.2 Contract No CME/00'1/R dl2O13-2O14 for Consultancy Servrc€s for Prospectrng
and Mapprng Sources of Natural MatefllaVGravel for Road Construchon rn Machakos,
Makuenr and Tharaka Nithr Countres was awarded to Norken (l) Ltd on 9 May 2014 for
a contract sum of Kshs 51,500,125 60 The contract was also to commence on 26 May
2014 for fifteen months-

The followrng was noted

376.2.1 BudgetaryAllocation

Examrnation of Development Vote Eshmates rndrcates that the two projects were not
allocated any funds rn the finanqal year 2014-2015

376.2.2 Duplication of Scope

The two consultancres covered the same geographrcal area lt was not explarned why
the scope under the consultancy was not packaged as one consultancy
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376.2.3 Value for Money

There was no evidence on how the results of prospecting and mapping under the two
consultancies were applied and the public did not obtain value for money.

377. Contract No.490/04 (Road 2000) lmprovement and Gravelling of Athi
Market - Kigucha Market Road D482

On 30 September 2002, the Ministry entered into a contract with Transnational
Construction & Materials at a contract sum of Kshs.20,940,180 for improvement and
gravelling of Road D482. The Contract commenced on 25 October 2002 with
completion date of 24 April 2003 (6 months).

The folloiving was noted

(i) The contract was terminated on 22 February 2005 more than two years after the
deadline of contract period of 24 April 2003.

(ii) No extension of time had been granted to the contractor despite several requests
and no liquidated damages were demanded from the contractor.

(iii) lnitial contract sum was Kshs.20,940,180 but the contractor will be paid a total of
Kshs.63,655,268.97 made up of an arbitration award of Kshs.55,235,909.97 and
amount paid before contract termination of Kshs.8,419,359.

(iv) The contractor did not complete the road works as the contract was terminated.
The arbitrator in awarding the damages noted that the termination of the poect
did not follow the procedures laid out in the signed contract.

(v) As at 30 June 2015, the Ministry had already paid a total of Kshs.21 ,500,000 vide
payment voucher No.240 dated 8 September 2014 lor Kshs.11,000,000 and
payment voucher No.2124 dated 10 February 2015 for Kshs.10,500,000 leaving
unsettled balance of Kshs.42,155,268.90 which contrnues to attract interest until
settled in full.

(vi) In addition, as the initial contract sum was Kshs.2o,940,180, the extra
expenditure of Kshs.42,715,088.97 is a nugatory expenditure and should not
have been a charge to public funds.

DONOR FUNDED PROJECTS

KENYA TRANSPORT SECTOR SUPPORT PROJECT (IDA CREDIT NO. 4926-KE
COMPONENT - 82 SUPPORT TO MINISTRY OF ROADS)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.
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REPORT ON OTHER LEGAL AND REGUI-ATORY REQUIREMENTS

As required by the lnternational Development Associatton, I report based on my audit
that.-

i) All lnternatronal Development Associahon funds have been used tn accordance
wth the conditons of the Credtt Agreement, with due attentton to economy, and
efficrency and only for the purpose for whtch the funds were provided,

ii) Counterpart funds have been provided and used rn accordance with the
conditions of the Agreement, wth due attentton to economy and efficrency and only for
the purpose for whrch they were provided,

iii) Goods and Services financed have been procured tn accordance wrth the
condrhons of the agreement and tn compltance wtth the development partner's rules and
procedures,

iv) Necessary suppor ng documents, records and accounts have been kept tn
respect of all project acttvttes,

v) Adequate rnternal controls to monltor expenditure and other financtal transacttons
exrst, and

vi) The fixed assets register for the Projects'assets was marntained during the year.

NATIONAL URBAN TRANSPORT IMPROVEMENT PROJECT (IDA CREDIT NO.
51lo KE)

Unqualified Opinion

There were no matenal tssues noted during the audtt of the financtal statements

REPORT ON OTHER LEGAL AND REGUHTORY REQUIREMENTS

As requrred by the lntemational Development Association, I report based on my
audit that -

(i) All lnternational Development Assocratton funds have been used ln accordance
wrth the condihons of the Credit Agreement, wtth due attention to economy and
effictency and only for the purpose for whrch the funds were provrded;

(ii) Counterpart funds have been provrded and used tn accordance wtth the
condrhons of the Agreement, with due attentron to economy and efficrency and
only for the purpose for whtch they were provrded,
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(iii) Goods and services financed have been procured rn accordance wrth the. condrtons of the agreement and rn comphance wth the Development partner's
rules and procedures;

(iv) Necessary supportrng documents, records and acrounts have been kept tn
respect of all project actrvities,

(v) Adequate rnternal control to monitor expendtture and other financial transactlons
exist, and

(vi) The fixed assets regrster for the Pro1ects' assets was marntained during the year
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MINISTRY OF TRANSPORT AND INFRASTRUCTURE

STATE DEPARTMENT OF TRANSPORT
FINANCIAL STATEMENTS FOR VOTE I'14

Basis for Adverse Opinion

378. lnaccuraci€s in the Financial Statement8

378.1 Statemont of Receipts and Payrnonts.

378.1.1 The statement of recerpts and payments reflects total payments amounting to
Kshs 161,204,337,094 00 out of whrch an amount of Kshs.5,91 '1,485,177 0O relates to
transfers to other govemment entttes However, the analysis provrded reflects total
transfers amounhng to Kshs 5,914,753,648 75 resulfung tn a vanance of
Kshs.3,628,472.75 Further, rncluded rn the amount of Kshs 5,914,753,648 75 rs an
expendrture totahng Kshs.3,652,627,UB 00 that does not relate to transfers to other
government enhtres

378.1.2 The statement of recetpts and payments reflects a defictt of
Kshs 7,677,185,613 for the year ended 30 June 2015 However, as the financtal
statements are prepared under cash basis, tt has not been possrble to establish the
source of funds amounttng to Kshs 7,677,'185,613 utilzed to meet the deficit

378.2 Statement of Financial Assets and Liabilities

378.2.1 The statement of assets and liabrhtres as 30 June 2015 reflects a suspense
of Kshs 7,593,331,321 whrch has been explarned under note '18 as payments funded
other than through exchequer or recetpts but wtrose detarls or spectfics has not been
provrded Further, the statement of cash flows tndtcates the same suspense balance of
Kshs 7,593,331 ,321 the source of whrch rs not known

379. Unsupported Payments

Examrnatlon of the department's cash book revealed that a total of Kshs.4,284,400.00
was pard from development vote as shown below but no supportng payment vouchers
were avarled

PV No Payee Amount
728 Starlet quick supphes 1,488,200 00
223 Bel-Arr Servrces 10,000 00
668 Rrfesho Africa 435,000 00
773 Lyahi Servrces 2,100,000 00
1605 Easy Tours and Travel 251,200 00
Total 4,284,400.00
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The expenditure of Kshs.4,284,400.00 could not be confirmed

380. Budgetary Control

Examination of the combined recurrent and development appropriation accounts for
201412015 revealed an expenditure of Kshs.161,204,337,095 against a budget of
Kshs.187,742,634,777 rcVesenting an under-expenditure of Kshs.26 ,538,297,682
ie. 14% under-utilization.

ln addition, note 19 1 reflects pending bills of Kshs.2,408,879,2&.85. Had the pending
bills been paid the under-utilization would have reduced by the same amount
(Kshs.2,408,879,264.85).

Further, no analysis had been provided to give the details of the pending bills as
required by Kenya Public Sector Accounting Standards Board.

381. Government Clearing Agency

The State Department of Transport reflects expenditure by Government Clearing
Agency totaling Kshs.81,725,454 for the year ended 30 June 2015. However, the
flnancial statements of the Agency prepared by the National Treasury and submitted for
audit reflects receipts of Kshs.1,747,692 while the State Department of Transport
indicates receipts of Kshs.1 ,341 ,835.00 resulting in an unexplained variance of
Kshs.405,857

382. Unaccounted for Deposits

As reported in the previous year, the financial statements of Ministry of Transport and
lnfrastructure for the year ended 30 June 2014 omitted the statement of deposits and a
deposits bank balance of Kshs.558,884,792.25 held in Central Bank Account
No.'1000182188.

A review of the deposits balance during the year revealed that, out of the bank balance
of Kshs.558,884,792.25 and as per reconcaliation dated 8 September 2014, the State
Department of Transport received Kshs.101 ,772,643.55 and the State Department of
lnfrastructure received the balance of Kshs.457,1 12 ,148.70. However, and although the
State Department of Transport received Kshs.10'l .772,643.55, only Kshs.63,266,317.05
was accounted for, leaving Kshs.38,506,326.50 unaccounted for.
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MECHANICAL AND TRANSPORT FUND

Baeis for Qualified Opinion

383. Travel and Subsistence allowance

As reported in the preuous year, reserves balance as at 30 June 2015 of
Kshs 1,822,476,555 50 rncludes an amount of Kshs 1,621,691,003 34 brought fonrvard
from the financral year 201312014. Thrs amount is net of Kshs 3,813,000 00 paid as
Travel and Subsistence Allowance for the peflod endrng 30 June 2014 The expendrture
was rncuned to cater for a mrnrsteflal team burldrng retreat at the Great Rrfr Valley lodge
held from 17 through 20 July 2O13 on the premrse that the same would be refunded to
the Fund by the Parent Ministry

However, as at 30 June 2015 there was no evidence that the same had been refunded
by the parent mrnistry and therefore the total expendrture of Kshs 3,813,000 should not
be a charge to the Fund's reserves.

384. Supply of Computers and Related Equipment

As prevrously reported, Kenya Natronal Highways Authority paid Kshs 25,564,350 vide
payment voucher no 17690 dated 23 July 2014 to M/s lntermass Technologres (E A)
Lrmrted for a pending bill relating lo 201312014 financial year. The supplier was
compettlvely awarded the contract for the supply of three (3) Rack-Mount type
computer servers; Ninety Four (94) Standard Desktop Computers, Twelve (12) Touch
Smart Desktop Computers, Eight (8)Laptop Computers and Forty Srx (46) lntegrated
Service Routers on '13 June 2103 al their tender sum of Kshs 25,564,350,00 whrch
were purchased for Mechanical and Transport Fund under Northern Corndor Transport
lmprovement Prolect, IDA Credrt Nos 3930 - KE and 4571- KE.

The supplier rs sard to have dehvered the goods to Mechanical and Transport Fund of
the Mrnrstry of Transport and lnftastructure on 19 November 2013 vide dehvery note No
1063. The lnspectron and Acceptance committee rnspected and accepted only Erght (8)
laptop computers and Nrneteen (19) lntegrated servrce routers all valued at
Kshs2,975,15000 lt rs further reported that the rest of the goods though delrvered
were mrsappropnated before they could be rnspected by the rnspection and acceptance
commrftee

Despite the forgorng and although the goods recerved notes were not rssued, Kenya
Natonal Hrghways Authoflty pard for all the goods vide Payment Voucher Number
'17690 dated 23.07 2014 for Kshs 22,589,200 00

ln the crrcumstances, value for money was not obtarned from the expendrture of
Kshs 22,589,200.
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RAILWAY DEVELOPMENT LEVY FUND (OPERATIONS ACCOUNT}

Basis for Qualifiod Opinion

385. Non-Disclosure of proceeds from the Railway Oevelopment Levy in the
Financial Statements for the year ended 30 June 2015.

Secton 3(a) of the Legal Notice no. 118 states that the Fund shall consrst of the
proceeds of the Railway Development Levy charged under section 1174 of the
Customs and Excise Act. The statement of Receipts and Payments for the year ended
30 June 2015 excludes total proceeds (recerpts) of Railway Development Leyy charged
under Sechon 117A of the Customs and Exctse Act but has only disclosed Exchequer
releases by the Natronal Treasury amountrng to Kshs 19,252,240,8,r'.5.

The Fund Admrnrstrator has therefore breached the law and the total recerpts figure for
the year ended 30 June 2015 rs understiated wrth the undrsclosed Railway Development
Levy Collected for the year under revrew.

OONOR FUNDED PROJECTS

KENYA TRANSPORT SECTOR SUPPORT PROJECT (tOA CREDIT NO. 4926 KE
coMPoNENT 3)
Opinion

ln my oprnron, the finanoal statements present fatrly, rn all materral respects, the
financial position of the Pro1ect as at 30 June 2015, and of its financial performance and
rts cash flows f,or the year then ended, in accordance wth lnternattonal Pubhc Sector
Accounhng Standards (Cash Basis) and comply wrth the Financrng Agreement Loan
No 4926 KE

ln addrton, the specral account statement presents farrly, the specral account
transactrons and the closrng balance has been reconctled with the books of account

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As requrred by lntemational Development Assoclaton, I report based on my audtt that

i) All lntematronal Development Associatron funds have been used tn
accordance with the condrtrons of the Credit Agreement, with due aftentton to
economy, and efficrency and only for the purpose for whtch the funds were
provrded;

ii) Counterpart funds have been provrded and used rn accordance wth the
condrtions of the Agreement, wrth due attentron to economy and efficiency
and only for the purpose for whrch they were provided,
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iii) Goods and seruces financed have been procured tn accordance wrth the
condrtions of the agreement and in compltance wth the Development
partner's rules and procedures,

iv) Necessary supportrng documents, records and accounts have been kept rn
respect of all prolect actrvrtres,

v) Adequate rnternal controls to monrtor expendture and other financral
transactions exrst, and

vi) The fixed assets register for the Projects' assets was maintatned durrng the
year

NATTONAL URBAN TRANSPORT TMPROVEMENT PROJECT (tDA CREDIT NO.
5140 (MOT COMPONENT)

Unqualified Opinion

There were no matenal rssues noted dunng the audtt of the financral statements,

REPORT ON OTHER LEGAL AND REGULATORY REOUIREMENTS

As requrred by the lnternattonal Development Associahon, I report based on my audtt
that -

i) All lntematronal Development Assocratron funds have been used rn
accordance with the condrtrons of the Credrt Agreement, with due attention to
economy, and efficrency and only for the purpose for whrch the funds were
provrded;

ii) Counterpart funds have been provrded and used in accordance wrth the
condrtrons of the Agreement, wth due attentton to economy and effictency
and only for the purpose for whrch they were provrded,

iii) Goods and seruces financed have been procured rn accordance wth the
condrtrons of the agreement and rn complance wth the Development
partner's rules and procedures,

iv) Necessary supporting documents, records and accounts have been kept tn
respect of all project activities,

Adequate internal controls to monttor expendtture and other financral
transactrons exrst, and

v)
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vi) The fixed assets register for the Projects' assets was maintained during the
year.

NORTHERN CORRTDOR TRANSPORT TMPROVEMENT PROJECT (NCTtp) - tDA
CREDIT NO. 3930 KE (MOT COMPONENT)

Basis for Qualified Opinion

386. Special Account Reconciliation

Note 6.2 to the financial statements reflects receipts from IDA amounting to
Kshs.1 ,883,707.20 while the Special Account Statement prepared by the National
Treasury reflects Kshs.6,504,834.55. The variance of Kshs.4,621,127,35 has not been
reconciled.

EAST AFRICA TRADE AND TRANSPORT FACILITATION PROJECT (IDA CREDIT
NO. 4148 KE - MOT COMPONENT)

Unqualified Opinion

There were no material issues noted during the audit of the financial statements

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the lnternational Development Association, I report based on my audit
that.-

i) All lnternational Development Association funds have been used in accordance
with the conditions of the Loan Agreement, with due attention to economy and
efficiency and only for the purpose for which the fund was provided.

ii) Counterpart funds have been provided and used in accordance with the
conditions of the Agreement, with due attention to economy and efficiency and
only for the purpose for which they were provided.

ii) Goods and Services financed have been procured in accordance with the
conditions of the Agreement and in compliance with the Development Partner's
rules and procedures.
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iv) Necessary supportrng documents, records and acrounts have been kept rn
respect of all proJect activrtres

v) Adequate rnternal controls to monrtor expendrture and other financral transactrons
exst; and

vi) A fixed assets regrster for the Project's assets was marntained during the year
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MINISTRY OF ENVIRONMENT, WATER AND NATURAL
RESOURCES

STATE DEPARTMENT FOR ENVIRONMENT AND NATURAL
RESOURCES

FINANCIAL STATEMENTS FOR VOTE I45

Basis for Adverse Opinion

387. Accuracy and Completeness oftho Financial St tements

387.1 UndatedFinancialStatements

The financral statements fonirrarded for audtt revrew for the year ended 30 June 2015
though srgned have not been dated as requrred by the accountng standards. Further,
progress on previous year audrt rssues has not been rncluded tn compltance wtth
IPSASS Template as prescnbed by the Pubhc Sector Accounhng Standards Board

387.2 ComparativeFigures

The comparatave figures for the 201312014 are for the two State Departments of
Enuronment and Natural Resources and that of Water and Regronal Development
when the two were merged. Further, the comparatve figures were not separated or
restated to reflect what belongs to the State Department of Envrronment and Natural
Resources.

387.3 Statement of Cash Flowe

The openrng cash balance as at the beginnrng of 201412015 of negative
Kshs 49,069,945 rs at vanance wrth the clostng balance lot 2O13t2014 of
Kshs 69,355,058 resultng to an unexplarned drfference of Kshs 118,423,003

Further, the 2O13l2O'14 closrng cash and cash equrvalents of Kshs.913,355,099 drffers
wth the openrng balance of Kshs 69,355,058 ln additron, the net change movement rn
recervables and payables balances of Kshs.4,269,760 and Kshs 65,972,866 are not in
agreement wth the statement of assets (worktng capttal) figures of Kshs 839,730281
and Kshs 444,616 respectrvely As a result, the accuracy ofthe statement of cash flows
could not be ascertained

ln view of the foregorng, the accuracy and completeness of the financral statements for
the year ended 30 June 2015 could not be confirmed
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388. Budgetary Control and Performence

388.1 Revenue Shortfalls

The exchequer release of Kshs 13,559,041,646 as at 30 June 2015 was short of the
approved budget figure of Kshs'15,083,196,218 resultrng rnto an unexplarned vanance
of Kshs.1,524,19,572 Further, the Mrnrstry recerved other receipts of
Kshs.2,749,307,943 agarnst a budget of Kshs 4,293,493,269 as shown below

The overall revenue and bonowrngs shortfall of Kshs 3,068,338,898 reflects negafuvely
on rmplementation of planned and budgeted actrvities of the Mrnrstry

388.2 Under Expenditure Budget Analysis

The analyses between the budgeted prousrons agalnst the actual expendrture reflect on
overall under expendrture of Kshs 3,057,948,032 as shown below,

Further, the huge unexplarned under expendrture of Kshs 3,057,948,032 rmphes non-
dehvery of planned development facrlrties and servrces

2l r

No Itm Budg.t
(rchs.)

Actu.l (kh3.) Variancc
(Ksh3)

I Recunent 6,31 1,291,664 7,864,900,000 4.t6.391,664
2 Oevelopment 6.771 .904.5U 5.694,14'1.6/t6 1 .077 ,762.90E

Sub tot l 15.0E3.196.21E 13.559.041.646 L521.1 .572
3 Oomestc and Forergn Grants 573,E50,506 0 573,850,506
1 Proceeds from Forergn

Bonownos
6E1,400.000 .11,a00,000 E40,000,000

5 Sale of non-finanqal assats 2,345,091,761 2.329,019.269 16,O72,492
6 Othar Recerpts Development 493,150,000 378,888,674 't14,26',t,326

Sub total a,293,492.269 2.749,307,9/r3 1,saa.1E4.326
Grrnd-Totrl 19,376,6EE,'3E7 16,30t,349,5E9 3,06E,338,E9C

No Itcm Budgct
(K3h..)

Actual
(K!h3.)

Varianco
(K!hr)

1 Compensatron of
Employees

1,287,401,669 1 ,246,087,942 41,3',t3,727

2 Use of Goods and Servrces 2.251.6.t6.994 1,348.268.943 903,378,052
3 Transfer to other

Govemment Unrts
10,'19E,E61 ,2/16 9,542,051,154 656.E10,092

4 Sooal Benefils 14,300,000 13.929.593 370.407
Other Grants and Transfers 33,600,000 31,689,430 1 ,910,570

6 Acqurs[ion of Assets 5,590.676,57E .1,136,713.393 1 .454,165,'165
Totrl t9.376.8tE.447 'l 6,3 t E.7tl0./t55 3.057.948.032



388.2.1 Use of Goods and Services

During the year under review, the Ministry spent a total of Kshs 1,348,268,943 against
the approved budget provision of Kshs.2,251 ,646,994 resulting in an underspending of
Kshs 903,378,052 or 40o/o

It was however noted that the supporting schedules reflected a balance of
Kshs.1,310,817,675 resulting in an unexplained variance of Kshs.37,451 ,268.00

388.2.2 Acquisition of non-financial Assets

The Ministry spent a total of Kshs.4,136,713,393 or 7 4o/o on acquisition of assets
against the approved budget of Kshs.5,590,878,578 resulting to underutilization of
Kshs.1,49,165,185. The schedule provided in support of this item had a balance of
Kshs.3,'129,990,'135 resulting to un-explained variance of Kshs.1 ,006,723,258.

388.2.3 Transferc to Other Government Units

The Ministry spent a total of Kshs.g,542,051 jU as transfers to other Government
entities during the year against an approved budget of Kshs.10,198,861,246 resulting to
underfunding of Kshs.656,810,092 of the budget. lt has not been explained why the
Ministry retained funds meant for other agencies.

Further, the schedule provided to support this amount added up to Kshs.8,066,511,717
resulting to an overstatement of Kshs.1,475,539,437.

ln addition, an amount of Kshs.22,500,000 was transferred to the Ministry of Forergn
Affairs and another Kshs.23,328,000 was transferred to Wildlife Club of Kenya, a private
entity without the necessary arrangements on how to account for it. ln both instances,
the Ministry has not explained the rationale for funding these entities and the
accountability for the funds.

ln view of the foregoing, the accuracy and propriety of the expenditure of
Kshs.16,318,740,455 could not be confirmed.

389. Pending Bills

Bills amounting to Kshs.420,576,006 chargeable to both recurrent and development
votes for the ministry as at 30 June 2015 were not paid in the yeat 201412015 but were
instead carried forward to 201512016. Had those bills been paid and expenditure
charged, the statement of receipts and payments would have reflected a higher deficit
of Kshs.430,966,872. Failure to settle the bills during the year to which they relate
distorts the financial statements for that year and adversely affects the provisions of the
subsequent year to which they have to be charged.

ln addition, the list of pending bills availed for audit review did not have the details of the
tender number, contract sum and the pending invoices as required.

Consequently, it has not been possible to ascertain the validity, completeness and
accuracy of the pending bills balance of Kshs.420,576,006.
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390. Cash and Cash Equivalents

The statement of financral assets reflects cash and cash equlvalents of Kshs 2,244,295
as at 30 June 2015 However, examtnatton of the bank reconciltaion statement as at
30 June 2015 revealed the followng unexplarned reconciling rtems;

(a) The recurrent cash book reflects payments rn the cash book not yet presented tn
thebankof Kshs 172,519,369of whrch Kshs 567,451 were stale cheques

(b) Kshs.1,961,995 berng payments rn bank not posted rn cash book lt has not been
explarned how payments went through rn the bank without first betng recorded tn
the cash book.

(c) Recerpts rn cash book not yet recorded in the bank of Kshs 152,642,501 rnclude
Kshs.150,000,000 berng exchequer issues posted rn cash book but not recorded
rn the bank lt has not been explained as to how the exchequer tssue was
captured rn the cash book before it could reflect tn bank account

(d) Recetpt in bank not recorded in cash book amounttng to Kshs.223,673.
Management has not explarned what those recerpts are and why they have not
been posted to the cash book

ln the crrcumstances, the accuracy and completeness of the cash and cash equtvalents
balance ol Kshs.2,244,295 as at 30 June 2015 could not be confirmed

391. Deposits Account

The Minrstry reflects a deposrts account of Kshs 65,972,866 as lrabrlrty as at 30 June
2015 whrch had not been supported wth a correspondtng asset and a hst of the
beneficiarres of the deposrts account was not avatled for audit verificatton

Further, the mrnrstry drd not marntarn a separate account for the deposrts as required
under Govemment financtal regulattons

As a result, the accuracy and completeness of the depostt balance of Kshs 65.972.866
could not be confirmed

392. Acqui;ition of Non-financial Assets

The acqursrtion of non-financral assets balance of Kshs 4,'136,713,393 as at 30 June
2015 rnclude Kshs 341 ,63'l ,075 for research, studles, pro,ect preparation desrgn and
supervrsron of whrch Kshs 27,145,395 do not relate to the item

ln the crrcumstances, the accuracy. vahdrty and completeness of acqutsttton of non-
financral assets balance of Kshs 4,136,713,393 as at 30 June 2015 could not be
ascertained
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393. Financial Performance

The State Department of Environment and Natural Resources prepares its accounts
using IPSAS cash accounting which implies that expenditure should not exceed
receipts. However, reflected in the statement of receipts and payment is a deficit of
Kshs.10,390,866 (2014: Kshs.833,138,857) as at 30 June 2015. Further, the
Department has an overall negative financial position of Kshs.59,458,81'1 as at 30 June
2015. This has partly been brought about by the Departrnent having wrong opening
balances. lt is not clear why the Department has a deficit whereas there was huge
under spending both in recurrent and development votes.

Consequently, the reliability of the financial statements and the financial performance of
the Department could not be ascertained as at 30 June 2015.

394. Fixed Asset Register

The fixed asset register was not provided for audit review yet the Department has
various buildings across the country as well as vehicles and other equipment of
undetermined value. ln absence of the register, it was not possible to confirm that the
Department's financial position is fairly stated.

Other Matter

395. lrregular Procurements

395.1 Sub+ontracting of Supply, Delivery, lnstallation and Commissioning of
lntegrated Metrological Data Collection System

The Ministry awarded a contract of Kshs.169,500,054 to New Edge Solutions Ltd on 2
November 2012. However, the contract was signed between the two parties on 1 8
October 2014 which was two years after the award.

Further, the contractor, without the approval of the contractee sub-contracted the whole
contract to Ms Klass Ltd contrary to the Public Procurement and Disposal Act, 2005. No
evidence of delivery of services has been provided for audit review and it appears Ms
Klass Ltd was paid based on the 2012 tender documents.

ln the circumstance, the expenditure of Kshs.'169,500,054 is irregular charge to public
funds as no value for money appears to have been obtained as at 30 June 2015.

395.2 lrregular Procurement and Payment -Construction of Embu County
Office

The Metrological Department contracted M/S Cofard Construction (K) Ltd to construct a
model County Office in Embu in 2009 at a contract sum of Kshs.1 1 ,532,396 by floating
a quotation contrary to the Public Procurement and Disposal Act, 2005. The contract
sum was revised upwards to Kshs.14,548,499 without following the procedures. No
contract was prepared and signed between the tlvo parties in accordance with Public

2 l-t



Procurement and Drsposal Act, 2005 As of the date of thrs report, the proJect has
stalled castrng doubt as to whether thrs was regular charge to Pubhc funds

The Mrnrstry appears to have lost the Kshs.14,548,499 spent on the stalled project

395.3 Tender to Construct Two Observatory Units

The Minrstry awarded a tender to construct two observatory unrts to Srgnature
Contractors and General Supphes at a tender sum of Kshs 6,771,936- However, after
two months, the Ministry awarded another simrlar contract to Venera lnvestments at
contract sum of Kshs 13,543,872 whrch rs double the amount awarded to the first
contract for the same work

ln the circumstances, rt has not been possrble to ascertarn the propflety of the
expendrture of Kshs 13,543,872 and the contract drd not fulfill the requrrements of the
Pubhc Procurement and Drsposal Act, 2005

395.4 Contract for the Supply, Delivery, lnst llation and Commissioning of
Weather Observation System

Dunng the year under revrew, the Mrnistry paid Kshs 9,491,023 to Kenya Auto Electflcal
Ltd being 50o/o palment for the supply, dehvery, installatron and commrssionrng of
weather observatory systems. The payment was made based on the purported supply
and procurement done rn 2007 The LPO was daled 2007 whrle the dehvery note was
dated 6 October 2008 There was no @ntract to support the payment and besrdes there
was no evrdence regardrng the previous payments and dehvery

ln the crrcumstances, the vahdrty and propnety of the payment of Kshs.9,491,023 could
not be ascertained

395.5 lrregular Fencing Projectr Paynents-Kenya Metrological Sorvice Stations

The State Department of Envrronment rdentrfied some contractors through floatrng of
quotatrons for the constructron of fencing poects at vanous Kenya Metrologrcal Servrce
statrons at a contract sum of Kshs 27,760j62 contrary to the Pubftc Procurement and
Drsposal Act, 2005 where contracts exceedrng Kshs 4 mrllion should go through open
publac tendering Further, the payments to the contractors drd not have Electronrc Tax
Regrster (ETR) recerpts attached to confirm that the tax due to the Government was
paid.

ln addrhon, no engrneers report(s) or certrficates of completon of work were provided for
audrt venficatron to confirm that the works were done to the expected standards and as
per brlls of quantrtres before payments were made

ln the crrcumstances, rt has not been possrble to ascertain the propriety of the
expendrture of Kshs 27,760,'162
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395.6 Payments towards the Construction of Buildings and Related Works

The State Department of Environment awarded to M/S Gracan Construction Ltd a
contract to construct proposed elitension and re-roofing of Administration block at
Kenya Metrological Department (KMD) at a contract sum of Kshs.55,414,756. The
contract appears to have been awarded in 2009/2010 but payments were being made in
the current finanoal year. The cause for the delay was not documented anywhere. The
contract sum and other contract conditions could not be established as there were no
documents availed for audit verification. ETR receipts were not attached to the
payments, casting doubt whether the tax due was remifted. lnspection and acceptance
committee reports were not produced for iudit confirmation.

ln the circumstances, it has not been possible to ascertain the legality and propriety of
the expenditure of Kshs.55,41 4,756.

395.7 Unverified Supplies of Seedlings

During the year under review, the State Department of Environment contracted various
suppliers to supply seedlings to various destinations at a contract sum of
Kshs.34,925,500.

The delivery of the seedlings could not be confirmed as delivery notes were not signed
and stamped or no goods received notes were issued. This casts doubt as to the
existence and execution of the contracts.

ln the circumstances, it has not been possible to ascertain the propriety of the
expenditure of Kshs.34,925,500.

396. Loss of Government Vehicle

The Ministry vehicle registration number GKA 152Q (though assigned crvilian number
plate KAY 953F) and attached to a former Principal Secretary valued at Kshs.5,460,000
was reported lost at Mlolongo area in Machakos County under unclear circumstances
on 24 August 2013 at around 9.00 pm while being driven by an unauthorized person.
The vehicle was not reported lost as per the Government regulatrons

Consequently, the Ministry appears to have lost Kshs.5,460.000 being the cost of the
vehicle as no recovery of the amount had been instituted as at 30 June 2015.

397. Renovation of Staff Houses in Lodwar Town

The Meteorological Department, Turkana Sub-County made a payment of
Kshs.7,398,039 to M/S Namorutunga Construction Company Limited on 29 May 2015 in
respect of renovation of ten (10) houses in Lodwar Town. Although the works were
completed and certificate of completion issued on 15 May 2015 and technical team
report issued on 20 May 2015, it was noted that the contract sum of Kshs.7,398,039
exceeded procurement threshold matrix of Kshs.3,000,000 limit allowed by
Procurement Regulatrons 2013 for the quotations in respect of works for entities in
Class B under which District Treasury entities fall. Further, the tender award was made
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on 6 February 2014, the contractor tnformed on the same date, the contractor accepted
the offer on the same date and the contract signed on the same date contrary to the
provisrons of Sectron 67 (1) of the Pubhc Procurement and Drsposal Act, 2005 which
requrres that a contract be signed after lapse of fourteen (14) days after nottficatton of
award.

ln addrtron, the full contract sum of Kshs 7,398,039 was made wrthout wrthholdrng 6%
VAT and there rs no evrdence that the contractor remttted the balance of 10% to Kenya
Revenue Authonty srnce the firm drd not present Personal ldenttficahon Number (PlN)
certrficate.

Consequently, the contract was irregulady awarded and was ln breach of the Public
Procurement and Drsposal Act, 2005 and Procurement Regulatrons 2013.

398. Compensation of Employees

The compensaton of employees reflects an amount of Kshs 1,246,087,942 as at 30
June 2015 An examrnation of the payroll however revealed that there are tnstances
when those who have retrred take long to be removed from payroll Further, there were
unreconciled payroll drfferences between some months

ln addrtron, some staff were commutrng therr leave days and at the same tme are patd
leave allowance whrch amounts to double benefit lt was also revealed that there are
staff who have sought for study leave yet they conhnue enloying full salary whtle others
who upon finalzrng their study leave take long to resume but were shll rn the payroll
Thrs prachce negates proper rntemal crntrols in the area of payroll management

DONOR FUNDED PROJECTS

KENYA WATER SECURIW ANO CLIMATE RESILIENCE PROJECT (IDA CREDIT
NO.5268-KE)

Basis for Qualified Opinion

399. UnreconciledLoanDisbuEement

The loan amount of Kshs 390,616,107 recetved dunng the year under revrew from
External Resources Oepartment rs at vanance wlth the spectal accounts statement
balance of Kshs 429,555,792 resulhng rn an un-explained drfference of
Kshs 38,939,685. Consequently, rt has not been possrble to confirm the propnety of the
loan drfference of Kshs.38,939,685
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INSTITUTIONAL STRENGTHENING OF THE OZONE DEPLETING SUBSTANCES
PROJECT (UNEP PROJECT ACCOUNT NO. UNEP/KEN/SEV/6ZINS)

Unqualified Opinion

There were no mateflal rssues noted dunng the audrt of the financral statements

THWAKE MULTI-PURPOSE WATER DEVELOPMENT PROGRAM PHASE I
(rMwDP)

Unqualified Opinion

There were no matenal rssues noted durrng the audrt of the financial statements

Emphasis of iratter

400. Slow Project Take-off

I draw your attention to the fact that, the Project was budgeted to utihze
Kshs 200,000,000 rn the first year of rts operatron of whrch only Kshs 43,495,716 (22o/o)
was received and Kshs 15,909,268 (8%) was spent The Project has therefore taken off
at a very slow pace constdenng that many acttvtties that were budgeted for dunng the
year were not carned out and are to be done tn the subsequent year Thrs wtll have an
impact on the overall project implementahon and completon date My optnton ts
however, not guahfied tn respect of thts matter
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STATE DEPARTMENT FOR WATER AND REGIONAL
AUTHOR!TY

FINANCIAL STATEMENTS FOR VOTE 146

Basis for Adverse Opinion

401. Budgetary Control and Performance

4O'l.1 ExchequerRelsase

The exchequer release of Kshs 17,496,332,836 as at 30 June 2015 was short of the
approved budget figure of Kshs 21,134,920,067 leadrng to an unexplarned vanance of
Kshs 3.638,587,231 as hsted below:

The exchequer shortfall negatrvely impacts on the planned and budgeted development
pro1ects for the year ended 30 June 2015

401.1.1 Recurront and Development Grants

The Department recerved Kshs 2,053,752.790 recurrent grants as per the approved
budget estimate

Further, the Department recerved Kshs.15,2142,540,M6 as exchequer releases out of
the budgeted amount of Kshs 19,081,127,277 resultrng to unexplained vanance of
Kshs 3,638,587,231 for the development grants

101-1.2 Appropriations{n-Aid Recurrentand DevelopmentGrants

The Department reahzed Kshs 100,776 as Appropnaton rn Ard recunent grants out of
the budgeted amount of Kshs 2,137,758,239 resultang to unexplarned vanance of
Kshs 2,137,657,463

It was noted that the Department recerved Kshs 9,53,267,277 development A-l-A out
of the budgeted amount of Kshs.14,423,756,977 resultlng to unexplarned vanance of

No- Item Budgct (K3ht.) Actual (K!h3.) Varlrncc
(Krh3.)

1 Recurrenl 2.O53.792.790 2.O53.792.790
2 Oevelopment 19,O81 .',t27,277 15,442,540.046 3,638.587,231

Sub tot l 21,'t3,,920,067 .t7,a96.332,t36 3,63C,5t7,231
A-l-A Recunent 2.137 .758.239 100,776 2.'t37.657.163

4 A-l-A Oevelopment 11.123.7 56.977 9.531,267.277 4,689,.1E9,700
Sub tot l 16,561,5r5,216 9,s34,36E,053 7 ,O27,117,1Ct
Gr.nt-Total 37,696,435,2C3 27,030,700,EEg r0,665,734,39/r
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Kshs.4,889,989,700. The schedule availed in support of this amount added up to
Kshs.7,775,402,966 against the figure in the financial statements of Kshs,9,534,267,277
resulting to an unexplained variance of Kshs.1,758,864,311. Further, management did
not provide an analysis of the donations that make up that figure.

It was noted that funds from various development partners amounting to
Kshs.237,912,343 were not recorded in the Department's books. ln addition loans
amounting to Kshs.58,097,447 received in form of direct payments were not recorded in
IFMIS system thus not forming part of the ledger transactions. Consequently, the A-t-A
has not been recorded and accounted for propedy.

401.1.3 Proceeds from Domestic and Foreign Grants

The proceed from domestic and foreign grants balance of Kshs.1,700,766,404 as at 30
June 2015 did not have analysis of the project and the donor entity.

During the year under review, the Department had a budget of Kshs.3,022,250,000 but
the actual receipts were Kshs.1 .700,766.405 resulting to an unexplained shortfall of
Kshs.1,321,483,595. The huge shortfall will impact negatively on planned and budgeted
programs and services.

401.2 Expenditure Budget Analysis

The comparison for budget and actual amount on the expenditure for the Department
reflects an overall under expenditure of Kshs.1 1 ,276,790,634 as listed below;

No. Item Budget (Kshs.) Actual (Kshs.) Varianco (Ksh8)
Use of goods and
services

57',| ,417 ,623 495,491.802 75,92s.820

2 Transfer to Other Gov't
Units

5.421.116.O't7 3,082,760,703 2,338.355,313

3 Other Grants and
Transfers

4,450,000 3,445,610 1 ,004,390

4 Acquisitions of non-
financial Assets

31.099,296,254 22.237.79't.143 8.861 .505,1 1 1

Total Ov6r ExpenditurE 37,596,435,2E3 26,441,921,956 11,276.790.634

The huge under expenditure negatively impacts on the planned Departrnent's
programs and services.

401.3 Compcnsation to Employees

401.3.1 Unsupported Comp€nsation to Employees on Unrelated Expenses

The Department budgeted to spend Kshs.600,155,389 on compensation to employees
during the financial year. The actual expenditure was Kshs.622,438,698 resulting to an
unexplained over expenditure of Kshs.22,283,309 However, The financial statement
figure of Kshs.622,438.698 is at variance with the general ledger balance of
Kshs.584,835,585 resulting to an unreconciled difference of Kshs.37,603,1 13.
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The Department paid Kshs 6,319,747 as leave commutatron to 345 members of staff
who had already apphed for leave and were pard leave allowance. Thts amounts to
double benefit and rs contrary to Government regulatrons Further, an amount of
Kshs.99,994,394 pard as salafles to the Department stiaff outsrde the payroll was not
supported wth relevant documents

ln addrton, rncluded rn the above figure for employee compensatron of
Kshs 622,438,698 is an unrelated expenditure amountng to Kshs 40,537,700.

401.3.2 lrregular Expenditure on Seconded Employees to NWCPC

The Department seconded 423 members of staff to Natronal Water Conservatton and
Ptpeline Corporaton (NWCPC) rn various core operatrons, whrch rnclude dnlhng, electro
mechanical, land survey and water techniqans Although the Department has explarned
that the officers were seconded when the Departnent ceased to rmplement technrcal
projects attached to the Boards, rt rs not clear and the Deparbnent has not explarned
why rt contrnues to pay officers who are srvtng other statutory bodies or why the
officers cannot be officrally absorbed by the lnsttuton

ln the crrcumstances, rt has not been possible to ascertain the completeness, accuracy
and propnety of compensaIon to employee's expendlture of Kshs.622,438,698

4O'1.4 Grants and Transfers to Other Government Units

The Department had an approved budget of Kshs 5,421,116,017 on thrs item agarnst
the actual expenditure of Kshs.3,082,712,904 resultrng to an under absorphon of
Kshs 2,338,403,113.

Further, the manual cash book had a balance of Kshs 15,376,990,056 agarnst the
finanoal statements balance of Kshs 3,082,712,904 resultng to an unexplarned
drfference of Kshs 12,279,461,847. Further, the IFMIS had a balance of
Kshs 18,826,984,234 hence resultlng to a vanance of Kshs.15,744,271 ,33O

lncluded rn the transfer to Other Government Unrts balance of Kshs 3,082,712,904 as at
30 June 2015 are unrelated expenses amountrng to Kshs 76,598,869 resulhng to
overstatement by the same amount An amount of Kshs 224,600,000 relattng to thrs
accrunt was not recorded resulting to understatement of thrs rtem by the same amount

ln the crrcumstances, the conectness, completeness and accuracy of the transfer to
Other Government Units balance of Kshs 3,082,712,904 could not be ascertained

401.5 Acquisition of Assets

lncluded rn the acqursrtron of assets balance of Kshs 22,237,791,143 as at 30 June
2015 are unrelated expenses relahng to drsbursements to other agencies of
Kshs 7,598,591, Kshs.85,980,994, for general office statronanes, Kshs,11,157,069, for
staff allowances and Kshs 6,374,955 on air travel

No adjustments have been done to rectrfy thrs anomaly
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401.6 Other Grants and Transfurs

The other grants and transfers balance of Kshs.3,445,610 as at 30 June 2015
composed of unrelated expendtture in respect of subscnptron to membershtp to
rnternatronal organrzations lt rs therefore not clear why the vote was posted with wrong
expenditure and no amendment was effected to correct the anomaly

402. Presentation ofthe financial statements

402.1 Accuracy and Completeness of Financial Statement3

The llnancial stratements presented for audtt dtd not meet the bastc requtrements under
the lnternatronal Pubhc Sector Accountng Standards under whtch they are purportedly
prepared The non-comphances include,

(i) Some of the Oepartrnent's bank accounts (pro1ects) were not drsclosed as
requrred

(ii) Notes to the financial statements do not offer detatls of the figures in the
financlal statements

(iii) lncluded rn the finansal statements are accounts payable whereas the basrs of
preparation is cash accountrng rather than accrual

(iv)

(v)

The Departrnent drd not have a comprehenstve asset regtster

The comparatrve figures (openrng balance) were the combrned closrng
balances for the Ministry of Envrronment, Water and Natural Resources
rendenng the comparison lmpossrble

(vi) The cash flow statement shows adjustments dunng the ye of
Kshs 312,351,715 that have not been explarned

(vii)

402.2

The financral statements as at 30 June 2015 did not meet the bastc
requrrements as prescrrbed by the Publtc Sector Accountrng Standards Board
vrde Treasury Crrcular No AG3/088/vol 6 (78) dated 1 July 2014

Statement of Cash flows

Under the statement of cash flows, the openrng balance of Kshs 69,355,058 rs at
vanance wth the cash at the end of the previous penod of Kshs.9l3,355,058. Further,
included in the statement rs an unexplatned ttem described as adlustment dunng the
year of Kshs 312,351 ,715 The rtem rs used as a balancrng figure rn the cash flow
statement.

ln vrew of the dafferences rn the figures, the accuracy and completeness of the finanqal
statements could not be ascertatned
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403. Pending Bills

Brlls amounhng to Kshs.134,606,297 chargeable to both recurrent and development
votes for the Departrnent for the year under review were not paid in the year but were
rnstead carried forward to 201512016 finanqal year Had those brlls been pard and the
expenditure charged, the stiatement of recerpts and payments would have reflected a
reduced surplus of Kshs 454,166,634 rnstead of Kshs 588,772,931 now shown Failure
to settle the brlls durrng the year to whrch they relate drstorts the finanoal statements for
that year and adversely affects the provrsrons of the subsequent year to whrch they
have to be charged

Funher, rt is not clear as to why the pending brlls were not pard srnce the State
Department had recorded a surplus of Kshs 588,772,931 which was adequate to pay
them off

The hst of the pending brlls provrded drd not have the details of the tender number
contract sum, payment vouchers and the pendrng rnvorces to factlttate audtt veflficahon

ln vlew of the foregorng, rt was not possrble to ascertarn the correctness, completeness
and propnety of the pendrng brlls balance of Kshs 13,606,297

404. Cash and Bank Balances

404.1 BankReconciliation

Examrnation of the bank reconcrlatron statement as at 30 June 20'15 revealed the
followrng unexplarned reconoling rtems;

104.2 RecurrentAccount

The recurrent cash books reflected unpresented cheques totiahng Kshs 97,280,760
rncludrng stale cheques of Kshs 10,303,321 and which had not been written back to
cash book Further, Kshs 18,504,602 was payments in bank not posted rn cash book
whrch rs an rndrcatron of poor financral accountabrlrty.

40t1.3 Deposits and Retention Balance

Management did not provrde bank recrncrhatron or bank confirmation certrficate for the
deposits account balance of Kshs 65,951 ,822 as at 30 June 2015

404.4 Cash Balance Brought Forward

The cash balance brought forward of Kshs 69,355,058 rs not rn agreement with the
201312014 certrfied closrng balance of Kshs 913,355,099 leadrng to an unexplarned
drfference of Kshs.845,335,599

ln the crrcumstances, rt has not been possrble to ascertarn the correctness,
completeness and accuracy of the cash and bank balance of Kshs.68,127,950 as at 30
June 2015

223



405. Other Grants and Transfers

During the year under review, the State Department of Water made a disbursement of
Kshs.2,557,027,515 to four (4) projects. However, the project accounts as at 30 June
2015 had a cumulative balance of Kshs.891 ,012,754 resulting to an unexplained
difference of Kshs.1,666,014,761 as shown below;

No Project Name Disbursements
(Kshs.l

Project F/S
(Kshs.I

Variance
(Kshs.)

,| Kenta ltaly Debt Proiect 224,500,000 473,500,000 -249,000,000
2 Kenya Water Security

and Climate Resilience 398,020,354 417.512,754 -19.492,400
3 KOSFIP 809.537,044 Not Provided 809,s37,044
4 UTNRM 1,124,970,117 Not Provided 1 124 ,97 0 ,1 17

Total 2,557 ,027,515 891,012,754 I,666,014,761

Further, the management has not reconciled the two set of records.

ln view of the foregoing, it has not been possible to ascertain the completeness and
propriety of Kshs.2,557,027,515 disbursed to the four prolects during the financial year
ended 30 June 2015.

406. Accounts Receivables -Suspense and Clearance Account

lncluded in the Accounts Receivables balance of Kshs.1,492,351,793 as at 30 June
2015 is an amount of Kshs.1,490,519,078 described as suspense and clearance
account which has not been explained. Further, imprests of Kshs.1 ,785,524 remained
outstanding as at 30 June 2015. ln addition, the accounts receivable balance of
Kshs.1 ,492,351,793 differs with Kshs.844,000,041 reflected in Note 25.

ln the circumstances, it has not been possible to ascertatn the accuracy and
recoverability of the Accounts Receivables balance of Kshs.1 ,492,351 ,793.

407. lrregular payment of Cabinet Secretary's Vehicle

The Department purchased a vehicle for the Cabinet Secretary at a cost of
Kshs.7,000,000 contrary to Office of the President Circular Ref. No. CABl56l2A of 7
July 2011 which gave the upper limit of Kshs.2,000,000. ln the circumstances, the
Department spent Kshs.5,000,000 irregularly and the amount has not been recovered.

Other Matter

408. lrregular Procurements

408.1 lrregularContractsPaymentrs

During the year under review, the State Department of Water spent Kshs.10,755,000,
Kshs.2,591,808 and Kshs.S,187,240 on airtime, cleaning services and security
contracts respectively whose contracts had exprred on 30 June 20'13 and were not
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renewed. The total expenditure of Kshs.18,534,048 rncuned on the exprred contracts
were rn contravention ofthe Pubhc Procurement and Drsposal Act, 2005 No documents
were provided to confirm that services were rendered

ln the srcumstances, the propnety of the expendrture of Kshs 18,534,048 could not be
ascertained

408.2 Procurement of Labor.tory Chemicals

The State Department of Water procured laboratory chemrcals amountng to
Kshs 2.2'14,700 wrthout the reqursihon from user department Further, the chemicals
were not rncluded rn the annual procurement plan for the department Consequenuy, the
propnety of the expendrture of Kshs 2,214,700 could not be ascertarned

408.3 lrregularly Contracted Professional Sen ices

Durrng the year under revrew, the Stiate Department of Water pard consultants
Kshs 5,452,000 for the preparatron of Natronal Water Coverage Study Report. However,
rt was not clear how the consultant firm was identrfied as there were no tender
documents avarled for audit verificaton to confirm the tendenng process

As a result, rt has not been possrble to confirm the propnety and value for money for the
expenditure of Kshs 5,542,000

408.4 lrrcgular Payments of Water Bills

Durrng the yeat 20141201q the State Department of Water pard Kshs 11,502,665 to
Narrobr Water and Sewerage Company rn respect to accumulated water brlls whose
rnvorce drd not drsclose the penod of consumpton Further, rt was estabhshed that the
Department rs not supphed with water from the water company as they use their own
borehole water

Consequently, rt has not been possrble to ascertain the propriety of the expendrture of
Kshs,1 1 ,502,665

409. Euro Bond Proceeds

During the year under revrew, the State Department of Water received
Kshs 11,170,613,958 funded through the soverergn Bond However, the management
has not provided any hst of prqect(s) that were funded by the Eurobond proceeds ln
the crrcumstance, rt has not been possrble to confirm how the Eurobond funds were
uhhzed

410. lnvestment in Motor Vehicles

The Department has erghty one (81) motor vehrcles some of whrch belong to other
Government Agenoes and departments The Department does not marntarn a clear
regrster of rts fleet and rt was further learnt that thrry (30) motor vehrcles were lying at
various garages wth some havrng been there for consrderably long trme grounded
though some had mrnor mechanrcal defects. Further, forty nrne (49) vehrcles were not
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B€en during a physical verification, while a number had not operabd for sewral months
as per existing wort tic*ets.

ln the circumstances, it has not be€n poseible to ascsrtain that the Dopartrnent got
value for money from the department's investment in motor whides to enhance fE
efficiency and efiective sarvice delivery.

l
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MINISTRY OF AGRICULTURE, LIVESTOCK AND FISHERIES

STATE DEPARTMENT OF AGRICULTURE
FINANCIAL STATEMENTS FOR VOTE I52

Basis for Qualified Opinion

111. Unsupported Expenditure

411.1 Procurement of Seed Potato

lncluded rn the statement of recerpts and payments rs a figure of Kshs 7,133,345,820.00
rn respect of acquisihon of assets As reflected rn Note 13 to the accounts, he
Deparfnent rncurred an expenditure of Kshs 700,718,&40 00 on account of purchase of
certified seeds, breedtng stock and ltve anrmals, out of whrch, an amount of
Kshs 25,000,000 00 was pard to a suppher for tmportatton of seed potato from
Netherlands lnformatron avarlable indtcates that the supplier was apparently srngle
sourced contrary to Sectron 29 of the Publtc Procurement and Disposal Act, 2005. Thts
not notwthstanding, and the supplter having been patd the full pnce of
Kshs.25,000,000 00, the payment was not supported wth relevant documentation
rncludrng an invoice and dehvery note Consequently, the propnety of the expenditure of
Kshs 25,000,000 00 could not be ascertained

411.2 Further, reflected rn Note 13 to the financial statements, ts an amount of
Kshs 700,718,840.00 rncurred on purchase of certrfied seeds, breedrng stock and lve
anrmals, which includes an amount of Kshs 300,000,000 00 that rs not supported by
payment vouchers and other relevant documents As a result, tt ts not possrble to
confirm on the adequacy of the procurement procedures rn relahon to these purchases
and confirm rf the expendrture of Kshs 300,000,000 00 rs a proper charge to pubhc
funds

411.3 Purchase and Transportation of Subsidized Fertilizer

ln addrtion, reffected tn Note 13 to the finanqal stiatements, rs a figure of
Kshs 3,744,961,384,00 rn respect of acqutsttron of strategtc stocks and commodtttes,
which rncludes an amount of Kshs 2,129,128,557 70 paid to Natonal Cereals and
Produce Board (NCPB) as substdy for purchase of fertrlzer to be sold to farmers.
However, apart from an tnvotce and a schedule rarsed by NCPB, no verifiable
documents have been produced to confirm the actual quanttty of ferthzer bought and
receipted by NCPB, the quantity sold to farmers and the purchase and selhng prices
Consequently, the propnety of the Kshs 2,129,128,557 70 expendrture on substdrzed
fertrhzer charged to pubhc funds could not be ascertatned
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412. Bulking of Traditional High Value (Orphaned) Crops

The Department entered into a Kshs.30,095,000.00 Memorandum of Understanding
(MOU) with Kenya Agricultural and Livestock Research Organization (KALRO) in which
KALRO was to undertake a multiplication of various traditional high value (orphaned)
crops including cassava, sweet potatoes, cow peas, sorghum. finger millet and beans,
with an ob.lective of promoting their consumption and reducing over-reliance on maize.
The crops were to be distributed for cultivation in Arid and Semi-Arid Lands (ASAL) of
Banngo, Makueni, Machakos, Tharaka Nithi, Kirinyaga, Kisumu, Homa Bay, Busia,
Kwale and Taita Taveta Counties.

Although the amount of Kshs.30,095,000.00 was released to KALRO to undertake the
project, no evidence has been adduced to confirm that the proJect was carried out,
completed and crops distributed to the intended areas. The Kshs.30,095,000.00
expenditure was, therefore, not accounted for. Consequently, the intended obiective
was not met and, as such. the Government did not get value for money.

413. Purchase of Tecno 59 Tablets

The statement of receipts and payments for the year ended 30 June 2015 reflects an
amount of Kshs.5,305,771 ,282.00 in respect of use of goods and services, which, and
as reflected in Note I to the financial statements, includes an expenditure of
Kshs.15,308,529.00 incurred on communication. supplies and services, out of which,
Kshs.5,584,025.00 was incurred on the purchase of 413 Tecno S9 Tablets. However
no evidence was availed to confirm that proper procurement procedures were followei
in accordance with the procurement legislation and its regulations and how or to whom
the tablets were distributed. Consequently, the propriety of the Kshs.5,584,025.00
expenditure could not be ascertained as a proper charge to public funds.

414. Procurement of Fertilizer

The Ministry advertised, under Tender No. MOALF/SCMO|AGRIBI12I2O14-2015, lor
supply and delivery of 54,950 metric tons of 8 lots - equivalent to 1,099,000 (50k9) bags
of fertilizer. Out of the 21 firms which responded, 7 were found to be responsive and
were awarded contracts to supply fertilizer at different prices per 50 Kg bag, depending
on the region or point of delivery. Lot 1 was won by bidder No. 4 (Mis Global Link East
Africa Ltd) to supply at a price of Kshs.2,655.00 per 50 Kg being the lowest evaluated
bidder at a total cost of Kshs.265,500,000. Lot 2 was also won by bidder No. 4 at a price
of Kshs.2,430.00 per 50 Kg bag with a total price of Kshs.364,500,000 00. lnformation
available indicates that bidder No.4 declined to sign the contract agreement even after
delivering their acceptance letter. Consequently, the Ministerial Tender Committee
made a decision to disqualify the bidder and award the tender to the second lowest
evaluated bidder who was bidder No. 6 (M/s Performance Parts Ltd) at total prices of
Kshs 320,000,000.00 and Kshs.436,850,000.00, all totalling Kshs.756,850,000.00. No
explanation has been given on why bidder No.4 declined to sign their contract
agreement. ln addition, and despite our request for management to produce tender
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documents and conespondences relatrng to the disqualfied brdder, no documentatton
was avarled

ln awarding the contract to the second lowest evaluated brdder wthout gtvtng Jushfiable
reasons, the Ministry lost an amount of Kshs.126,850,000 00, being the dfference
between the amount pard to the second lowest evaluated btdder and the amount that
would have been paid to the lowest evaluated bidder, as follows.

Lot No. Bidder No.4 Bidder No.6 Difference

265,500,000.00 320,000,000.00 54,500,000 00
364.500.000 00 436.850.000 00 72.350.000.00

Tota I qu-000.0q0J0 2E6.050.00q.00 120.!5a-oo0-00

The varrous Commlttees establrshed pursuant to the Public Procurement and Orsposal
Regulatons, 2006 did not follow the lard down procedures ln this award and, as such, tt
rs evrdent that the Govemment drd not get value for money on thts procurement

415. Fund3 Disburued to Establish Reyolying Funds

The Department entered rnto two separate Memoranda of Understandtng (MOUs) with
Kenya Agncultural and Lrvestock Research Organrzation (KALRO) and Agncultural
Development Corporahon (ADC) wrth the oblectrve of drsbursing amounts totallrng
Kshs 200,789,325 00 00 to the two organrzations for carryrng out Potato Seed
Multiphcaton (Bulking).

Dunng the year under review, ADC received an amount of Kshs 117,500,00000 to
produce 30,000 (50 Kg) bags of basic seeds, 3,000,000 rnvrtro plantlets and 3,000,000
potato mini-tubers whrle KALRO recerved Kshs.27,889,325.00 for 34,000 rnvrtro
plantlets, 472,220 mrnr tubers, 12,400 (50 Kg) bags of bastc seeds The expendtture
amounts are included under the Kshs 15,9'14,880,51 1 .00 ltem of transfers to other
Government Units The Mrnrstry also drsbursed an additional Kshs 50,400,000 00 to
ADC and Kshs 5,000,000.00 to KALRO for the same purpose but charged the
expendrture under use of goods and servrces on account of specrahzed matenals and
seryrces and operatrng expenses

The MOUs provrded that once the seed bulkrng was completed, the seeds would be
sold to farmers and the proceeds used to create two Revolvrng Funds to sustatn a
contrnued rncreased producton of basrc seeds and certfied seed potato However,
desprte the Department having drsbursed the total amount of Kshs 200,789,325 00 and
the seed bulkrng prqect completed, the two Revolvrng Funds have not been
commissroned or estabftshed, as a result of whrch, proceeds from sale of the produced
seeds have not been accounted for Consequently, the Government has not obtatned
value for money from thrs project
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416. Cash and Bank Balance

The bank balance of Kshs.296,860 ,242.OO as reflected In the statement of assets drffers
wrth the balance of Kshs 316,256,455.00 shown rn the cashbook by an unexplained
drfference of Kshs 19,396,21300 ln addrhon, the cash and bank balance of
Kshs 296,860,242 00 excludes a cash in hand balance of Kshs 12,264 35 desprte the
fact that rt rs reflected rn both the cashbook and the board of survey report Under the
circumstances, the accuracy of the bank balance figure of Kshs 296,860,242 could not
be confirmed

417. Pending bills

As reported n no|€ 27 1 to the finansal statements, the Department had pendrng brlls
totalling Kshs.4,593,870,216 00 whrch were not settled in 2O'l4l2O'15 but were canred
forward to 201512016 Out of the total, bills amountrng to Kshs 4,561,941,149 00 relate
to the Development Vote while the balance of Kshs.31,929,067 00 relate to Recurrent
Vote Had the bills been seftled and the expendrture accounted lor in 201412015, he
financral stiatements for the year ended 30 June 2015 would have reflected a deficrt
(excess vote) of Kshs 4,590,508,482 00 rnstead of the surplus (under€xpendrture) of
Kshs 3,361 ,734.00 now shown

Farlure to seftle bills in the year to whrch they relate drstorts the accounts for that year
and adversely affects the budget for the subsequent year, to which they have to be
charged

418. Transfers to Other Govornment Units

The figure of Kshs.15,914,880,51 1 00 reflected rn the statement of recerpts and
payments under transfers to other Government unrts drffers from the figures of
Kshs 15,901,492,35800 and Kshs.15,586,882,092 00 reflected under note 10 and
supportrng documents respectrvely ln additron, no documentary evidence has been
provrded to confirm that the amounts transfened were recerved by the rntended
recrpient lnshtutrons ln vrew of the foregorng, propnety of the transfers to other
government unrts figure of Kshs 15,914,880,511 could not be confirmed.

Other Matter

419. Outstandinglmpr6t

The outstandrng rmprest balance of Kshs 1,705,004 00 reflected rn the statement of
assets rncludes balances of Kshs558,81400 and Kshs 78,500 00 relatng to the
penods 201212013 and 201312014 respectvely, as well as Kshs 991,090 00 relatrng to
201412015, that had not been accounted for or recovered as at 30 June 2015 Thrs rs
contrary to the requrrements of Secton 71(21 of the Publc Frnance Management Act,
2012, and Regulahon 93(5) of the Pubhc Frnance Management (Natronal Government)
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Regulatons, 2015 whrch requtre that tmprest should be surrendered or accounted for
withrn 7 working days after refurnrng to duty staton

42O. Unapproved Airtime

Although Government Circular Ref OP/CAB/15 dated 5 March 2010 allows officers in
job group M and above to receive, as a benefit, atrttme rangtng from Kshs 3,000 00 to
Kshs 47,000 00 dependrng on ,ob group, the Department provtded arrhme totalling
Kshs 815,000 00 to officers rn Job group L and below wrthout approval of the
Accountrng Officer No lustrficahon has been provided by the Accounting Officer for
farhng to adhere to Government pohcy

421. Non€ubmission of Financial Statements and Failure to Account for Funds
by Agricultural Sector Coordination Unit (ASCU)

The Agncultural Sector Coordlnaton Untt (ASCU) is an lnter-Mtntsteflal Secretanat
established rn 2005, under the Mtnistry of Agnculture, Lrvestock and Ftshefles, to
faqhtate rmplementatron and coordtnaton of agncultural sector strategtes tn ltne wth
Vrsron 2030, The Unrt compnses several mrnrstnes and recerves fundrng from the
Govemment and other development partners. However, the following unsatisfactory
mafters have been observed

i. Srnce incephon rn 2005, the Unrt, through the parent Ministry, has not submttted
financral statements to the Audttor-General for audit as required by Section 7 of
the Pubhc Audrt Act, 2003 Although the Mrnrstry has indrcated that financral
statements were prepared for the year ended 30 June 2013, the statements were
not submrtted to the Audrtor-General for audit.

ii. Srnce rncepton, the Unit has not avarled rts records, documents, tnformatton and
books of account to the Audrtor-General for examination

iii. lnformahon avarlable rndicates that the Unit appointed M/s Delortte & Touche as
auditors. However, no explanatron has been provrded for appotnttng pnvate
audrtors wrthout the knowledge, consent and approval of the Auditor-General as
requrred by Sechon 39 of the Public Audit Act, 2003

Although the management of the Secretaflat has already been summoned and
appeared before the Publrc Accounts Commrttee of the Nahonal Assembly over thts
matter, and the Commrttee drrected the management to comply with the law and submit
all records, documents and informatron together wth financtal statements for all the
years srnce incepton. the management has not heeded the dtrecttve The position,
therefore, remains as reported n 201312014
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AGRICULTURAL INFORMATION RESOURCE CENTRE

Basis for Qualified Opinion

The statement of financial position reflects a receivables from non-exchange
transactions balance of Kshs.21 ,'172,802.00 which includes amounts owing from other
debtors of Kshs.2,900,750.00. These debts relate to the period between November
1993 and November 2013, and no explanation has been provided for the failure to
recover the long outstanding debts. Any provision that would have been necessary in
relation to this uncertainty has not been incorporated in the financial statements.

DEMONSTRATION FARMS FUND

Basis for Qualified Opinion

422. Winding Up of the Fund

The Fund has continued to record a declining financial performance over the last three
financial years as shown below:-

Item

Total Receipts
Total payments
Surplus/(deficit)
Bank balances

2014t2015
'1,504,494.00

1,001 00
1,503,493.00

124,401,242.00

2013t2014

87,375,469 00
2't2,952,974 00
(12s,577,505.00)
122,897,749.00

201?/2013

143,872,993 00
106,288,671 .00
37,584,322.OA

249,543,365.00

This state of affairs is attributed to the issue of devolved functions of the Fund, as a
result of which, all activities of Agricultural Training Centres (ATCs), which are the
mainstay of the Fund, were taken over by County Governments. The County
Governments took over all the assets and other functions, including: land, buildings.
plant, machinery, bank balances and revenue streams of their respective ATCs, leaving
the Ministry without any activities. Although information available indicates that the
process of winding up the Fund has been commenced, no explanation has been given
for failing to fast track it, in order to facilitate a formal handing over of the assets and
liabilities of the Fund to the Counties

STRATEGIC GRAIN RESERVE FUND

Basis for Adverse Opinaon

423. FinancialPerformance

As reported in the previous years, the Fund incurred a net deficit of
Kshs.1 ,284,297,766.00 bringing the accumulated deficit to Kshs. '12,953,812,480.00 as
at 30 June 2015. The continued loss-making trend has been attributed to the
multiplicity of expenses including costs of acquisition of maize and gunny bags, storage

l r2



and fumigahon, handlng costs, agency fees and commtsstons charged by Natronal
Cereals and Produce Board (NCPB) as management fees on behalf of the Mtntstry over
the years Thrs indrcates the existence of a mateflal uncertatnty which may cast
srgnrficant doubt about the abrlrty of the Fund to continue as a gotng concem
Consequently, the sustarnabrlrty of the Fund ts enhrely dependent on the conttnued
disbursement of grants by the Government.

424. Agency Agreement

As noted in the audrt report of the financral year ended 30 June 2014, the current 6rh
Agency Agreement between the Mtnistry and Natlonal Cereals and Produce Board,
whrch outlines the terms of engagement between the two parttes, and whtch runs from
lJuly 2013 to 30 June 2016, has shll not been srgned by the partres Consequently, any
contracts entered rnto and transactions carned out between the two partes may not be
enforceable in law

425. Receivables

The recervables balance of Kshs 7,258,988,608 00 reflected rn the statement of
financral position as at 30 June 2015 has not been supported wrth detarls and
breakdown of rndrvidual debts and servrces rendered or any documentary evtdence to
support the balance. lt was therefore not possible to confirm the accuracy, valuatton and
completeness of the recervables balance of Kshs 7,258,988,608 00

426. lnventories

426.1 Obsolete and Unfit Stock of Maize

Records marntarned at various depots of Nahonal Cereals and Produce Board, the
custodran of strategrc grarns on behalf of the Mintstry, tndtcate that some strategtc
marze has been rnfested by weevrls and damaged beyond human @nsumptton

A reuew of qualrty assurance reports revealed that Celphos, the Board's preferred
fumrgation chemrcal has farled to kill the weevrls and rs therefore no longer effectrve, as
the rnsects appear to have developed tmmuntty against the chemtcal lnformatton
avarlable further indrcates that although most statons (depots) had requested for a
change of the chemical, the Board has not come up wth an altematve Consequently,
754,015 bags of marze, valued at Kshs 1 ,772,055,670 00 that were found to have been
damaged beyond the 2.5% acceptable limlt, are not fit for human consumpton

426.2 Unsupported Balance

The statement of financral positron reflects an tnventones balance of
Kshs 12,564,726,688,00 whrch, accordrng to Note 7, compnses stocks of maize valued
at Kshs 12,561,675,316 00 and gunny bags valued at Kshs 3,051,372 00. However, no
documentary evdence, rncludrng annual stock taking records, was avatled to support
the balance
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Consequently, it was not possible to confirm that the carrying value of inventories figure
of Kshs. 12,564,726,688.00 as stated in the financial statements reflect the fair values of
the inventories as at 30 June 2015.

427. Trade and Other Payables

427.1 Accuracy of the Balance

The trade and other payables balance of Kshs.1 ,885,262,704.00 as reflected in the
statement of financial position differs with the supporting schedules figure of
Kshs.1 ,950,973,069.00 by an unsupported and unreconciled difference of
Kshs.65,71 0,365.00.

427 .2 Disputed Balances

As reported in the previous year's report, trade and other payables balance of
Kshs.1 ,885,262,704.00 as at 30 June 2015 includes payables amounting to
Kshs.354,294,814.00 reported to be under dispute. The nature of the dispute has not
been disclosed and no evidence had been adduced to confirm any efforts being made
to resolve the said dispute.

Consequently, the trade and other payables balance of Kshs.1,885,262,704.00 as at 30
June 2015 could not be confirmed.

424. Accuracy of the Financial Statements

The statement of financial position reflects a net assets balance of
Kshs.18,025,598,611.00 and a net reserves balance of Kshs.17,936,460,683.00, hence
a variance of Kshs.89,137,928.00.

No explanation or reconciliation was provided for the variance

DONOR FUNDED PROJECTS

AGRICULTURAL SECTOR DEVELOPMENT SUPPORT PROGRAMME GRANT
NUMBER 311OOO7I

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.
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Other Matter

129. Records maintarned by the Pro,ect rndicate that vanous ICT rtems belongrng to
the ProJect valued at Kshs 4,967,895 00 were stolen as a result of break-rns in several
County offices, as follows

County ltems Stolen Value (Kshs)

Machakos
Bungoma
Vihiga
Meru
Tarta Taveta
Kaliado
Nyamira
Nakuru
Elgeyo Marakwet
Krsri
Kencho
Kwale
Tharaka Nrthi
Uasrn Grshu
Baringo
Krnnyaga

Vanous
Vanous
Vanous
Various
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous
Vanous

340,000 00
536,500.00
291,000 00
487,000 00
275,000 00
420,700 00
282,000.00
376,000 00
110,000 00
508,700 00
310,000 00
370.200 00
150,800.00
210,000.00
193,995 00
106.000 00

4.967.895.00

Although reports on the theft were duly and promptly made to the Accountrng Officer,
the respective County security agencres, rncludrng County Commrssroners, and the
poltce ftom where pohce abstracts were obtarned, no rndrcaton has been given on any
steps taken to enhance security rn all the County offices across the country to forestall a
recurrence of further rncidents of theft My oprnron rs not qualfied rn respect of thrs
mafter

DROUGHT RESILIENCE AND SUSTAINABLE LIVELIHOOD PROGRAMME . LOAN
NO. 21001s0028345

Unqualified Opinion

There were no material rssues noted duflng the audrt of the financral statements
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KENYA CEREAL ENHANCEMENT PROGRAMME . GRANT NUMBER 2000000623

Basis for Qualified Opinion

430. Low Absorption and Utilization of Funds

The financial statements indicate that out of the total available funds of
Kshs 198,455,600 00 as at 30 June 2015, only Kshs 26,220,181.00 (or 13%) was so far
utilized, fifteen (15) months after inception of the Programme.

No explanation has been provided for the low absorption and utilization of funds which
raises doubts on whether the activities of the Programme will be completed by 31
December 2017, when the Programme is scheduled to be completed.

431. Compensation of Employees

The statement of receipts and payments reflects total expenditure of
Kshs.26,220,181 00 out of which, Kshs.'19,303,507 00 (about 7 4o/o) was incurred on
personal emoluments for staff while the balance of Kshs.6,916,674.00 (or 26%) was
utilized on purchase of goods and services. No reason or justification has been provided
for giving more emphasis on personal emoluments for almost no work done and less
emphasis on the core activities of the Programme. Consequently, value for money was
not obtained from the total expenditure during the year towards achieving the core
ob.iective for which the Programme was initiated.

MAINSTREAMING SUSTAINABLE LAND MANAGEMENT IN AGRO.PASTORAL
PRODUCTION SYSTEMS OF KENYA PROJECT NUMBER 3245, GEF ID 3370

Unqualified Opinion

There were no material issues noted during the audit of the flnancial statements

RICE.BASED MARKET-ORIENTED AGRICULTURE PROMOTION PROJECT

Basis for Disclaimer of Opinion

432. Late Submission of Project Financial Statements

The financial statements of Rice-Based Market-Oriented Agriculture Promotion Project
were submitted for audit on 2 November 2015. two months after the statutory deadline
date of 30 September 2015. The project. therefore, is in contravention of the law.
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433. Slow Pace of Project lmplementation and Low Absorption of Funds

The Financing Agreement reflects the pro,lect's entry date of 16 August 2010 while
Section 1.2 of the Project lnformation and Overall Performance in the financial
statements indicate a start date of 1 Febvary 2012. However, no activities were
implemented until July 2014, when the construction of the Project administration block
commenced in Mwea, Kirinyaga County, at a cost of Kshs.34,944,965.00. Further, the
Project has only 21 months remaining to close the five (5) year Project. No explanation
has been provided for failing to commence the Project promptly as a result of which, the
objecttves for which the ProJect was started may not be achieved before the Project
closes.

434. lnelagible Expenditure

The Projects total expenditure of Kshs.34,944,965.00 reflected in the financial
statements was nol supported with relevant documentary evidence. Consequently, it
was not possible to confirm whether the carrying costs of civil works as stated in the
financial statements reflect the fair value of the expenditure as at 30 June 2015

435. Unconfirmed Receipts

The Project has been operating since inception without maintaining proper books of
account as required by the Public Audit Act, 2003 and the Public Finance Management
{ct,2012. This made it impossible to establish and verify the sums of money received
and expenditure incurred on account of the Prolect and the assets and liabilities of the
Project for the period up to 30 June 2015.

SMALL.SCALE HORTICULTURE DEVELOPMENT PROJECT. LOAN NO.
21001500't4943

Unqualified Opinion

There were no material issues noted during the audit of the financial statements

REPORT ON OTHER REGULATORY MATTERS

Further, and as required by the African Development Fund, I confirm that.

The Project funds have been used in accordance with the conditaons of the
Loan Agreement with due attention to economy, efficiency and effectiveness
for the purposes for which they were provided;

Counterpart funds have been provided and used in accordance with the
conditions of the Loan Agreement;



)
I

tv

Goods and services financed have been procured in accordance with the Loan
Agreement and the Fund's rules and procedures;

Necessary supporting documents, records and accounts have been kept in
respect of all Project activities;

Adequate internal controls to monitor expenditure and other financial
transactions and ensure safe custody of assets exist,

Ledger and fixed assets register for the Project's assets are maintained as
required;

vt.

STANDARDS AND MARKET ACCESS PROGRAMME: GRANT NUMBER 20121023-
566

Unqualified Opinion

There were no material issues noted during the audit of the financial statements

STRENGTHENING FERTILIZER QUALIW AND REGULATORY STANDARDS IN
KENYA PROJECT - GRANT NUMBER: 2013 SHIP 001

Basis for Qualified Opinion

436. U nder-Utilization of Funds

Although the project had an approved Work Plan fot 201412015 of Kshs.2s,193,405.00
for various activities, and although the donor disbursed the required funds for all the
activitaes in the Work Plan, the project expended only Kshs.586,000.00 (about 2o/o ol lhe
funds) during the year: Kshs.260,000.00 on launching the project, Kshs. 15,000.00 on
business cards and Kshs.311,000.00 on imprest. Further. despite the availability of
funds, the total expenditure of Kshs.586,000.00 was not seftled during the year but was
carried fonvard lo 201512016

No explanation has been provided for failing to utilize all the available funds to carry out
project activities as indicated in the approved Work Plan, or even for failing to settle the
expenditure of Kshs.586,000.00 incurred during the year.
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EASTERN AFRICA AGRICULTURAL PRODUCTIVIW PROJECT (IOA CREDIT NO.
4568-KE)

Unqualified Opinion

There were no matenal issues noted dunng the audit of the financial statements

Other Matter

137. Other Grants and Transfers

lncluded in the payments figure of Kshs 791,538,355 as at 30 June 2015 are other
grants and transfers amountrng to Kshs 169,080,027 compflsing of expendttures of
Kshs 35,029,984 and Kshs.134,050,043 rn respect of transfers to other government
agencies and other grants and transfers and payments respectively whrch could not be
verrfied due to limrted resources, ln the crrcumstances, tt ts not possible to confirm
whether the expendatures were rncurred for the rntended purposes

My oprnron is not qualrfied rn respect of thrs matter

KENYA AGRICULTURAL PRODUCTTVTTY ANO AGRTBUSTNESS PROJECT (tDA
cREDtT NO.4592-KE)

Unqualified Opinion

There were no material issues noted durrng the audrt of the financial statements

Emphasis of Matter

438. Other Grants, Trancfenr and Payments

I draw aftentron to Note I 7 to the financral statements whrch descnbes other grants and
transfers and payments amountrng to Kshs 435,285,214 23, compnsing expendrtures of
Kshs 140,630,113 85, Kshs 272,168,28323 and Kshs 22,486,817 15 rn respect of
Research grants, Farmer grants and Community Energy grants respectrvely whrch
could not be verified due to hmrted resources

ln the qrcumstances. rt rs not posstble to confirm whether the expendttures were
rncurred for the rntended purposes My oprnion ts not quahfied tn respect to thts matter
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KENYA AGRICULTURAL PRODUCTIVIW AND SUSTAINABLE
MANAGEMENT PROJECT (rDA CREDTT NO. TF 091616)

Unqualified Opinion

There were no material lssues noted during the audtt of the financial statements

LAND

GREEN ZONES DEVELOPMENT
NO.21 001 5O0l 08.14 (P-KE-AAD{04)

SUPPORT PROJECT AOF LOAN

Unqualified Opinion

There were no matenal rssues noted during the audrt of the financral statements

REPORT ON OTHER REGUI..ATORY REQUIREMENTS

Further, and as requrred by the Afncan Development Fund, I confirm that

The Proyect funds have been used in accordance wth the condttions of the Loan
Agreement wth due attentron to economy, efficrency and effectiveness for the
purposes for whrch they were provrded,

lt. Counterpart funds have been provrded and used rn accordance with the
condrtions of the Loan Agreement,

It. Goods and servrces financed have been procured rn accordance wth the Loan
Agreement and in accordance wth the Fund's rules and procedures,

tv. Necessary supportrng documents, records and accounts have been kept in
respect of ProJect actrvrtres,

Adequate rnternal controls to monrtor expendrture and other financral transacttons
and ensure safe custody of assets exist and,

vt. Ledger and fixed asset regrster for the Prolect's assets are matntatned as
requrred

v
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M!NISTRY OF AGRICULTURE, LIVESTOCK AND FISHERIES

STATE DEPARTMENT OF LIVESTOCK
FINANCIAL STATEMENTS FOR VOTE 153

Basis for Qualified Opinion

439. Accuracy ofthe Financial Statements

439.1 Use of Goods and Services

The figure of Kshs 578,279,676 00 reflected ln the statement of recerpts and payments,
and whrch compnses expendrture on vanous rtems as shown under Note '13, dtffers
from the figure of Kshs.557,632,862 95 extracted from the supportrng documents

439.2 Acquisition of Assets

Srmrlarly, the expenditure of Kshs.667,606,466.00 reflected rn the statement of recetpts
and payments under acquisihon of assets, rncludes expenditure on several rtems
totalling Kshs 661,432,915.00 whrch, however, drffer from the figure of
Kshs 473,290,288.00 extracted from the supportrng documents

No explanatron has been prouded for farhng to reconcrle the differences between the
two sets of records, as a result of whrch, the accuracy of the financial statements could
not be confirmed

4/;O. Pending Bills

As dtsclosed rn Note 26.1 to the financral statements, the Mrnrstry, as at 30 June 2015,
had pendrng brlls totallng Kshs 259,636,678.40 whrch were not settled in 201412015 bul
were carned forward to 201512016 Had the brlls been paid and the expenditure charged
to the accounts lot 201412015, the statement of recerpts and payments for the year
ended 30 June 2015 would have reflected a deficrt (unauthorized excess vote) of
Kshs 94,814,954 00 rnstead of the surplus (under€xpendrture) of Kshs 1U,821,724 00
now shown. Farlure to seftle bills duflng the year to whtch they relate dtstorts the
financral statements for the year and adversely affects the budgetary provrsron for the
subsequent year to whrch they have to be charged

441. Componsation of Employees

The statement of receipts and payments, and as drsclosed rn Note 12 to the financral
statements, reflects an expendrture of Kshs 1,354,415,264 00 under compensatron of
employees whrch, however, drffers by an amount of Kshs 466,499 00 from the amount
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of Kshs 1,353,948,765 00 shown rn the underlying supporting records and documents
No reconcihatron has been provrded for the drfference, as a result of whrch, the
accuracy of the expendrture of Kshs 1,354,415,2U 00 reflected in the financial
statements could not be confirmed

442. Transfers to Other Government Units

The statement of receipts and payments, and as drsclosed rn Note 15 to the financial
statements, reflects an amount of Kshs.2,281 ,473,937.00 as transfers to Natronal
Government entrtres However, the amount drfiers wrth the amounts recetpted in the
entaties totalhng Kshs 1,609,691,510 00 by an unexplarned and unreconcrled amount of
Kshs 671,782,427.00 Consequently, the completeness and accuracy of the figure of
Kshs 2,281,473,937.00 shown rn the financral statements as transfers to other
Government unrts could not be confirmed

443. Procurement of Gooda and Services

Records and documents availed rndrcate that goods procured worth
Kshs 16,021,50000 were dehvered and taken on charge rn the stores before berng
rnspected by the lnspectron and Acceptance Commrttee as requrred by Regulatron 17(3)
and (4) of the Public Procurement and Drsposal Regulatrons, 2006 ln the
qrcumstances, rt was not possrble to ascertarn whether the Ministry got value for money
on these procurements

444. OuBtanding lmprest

The statement of finanqal assets as at 30 June 2015 reflects an outstanding tmprest
balance of Kshs.1,100,393 00 whrch drffers wrth the Mrntstry's tmprest regtster and other
records amounts totalhng Kshs1,019,34300 by an unreconciled and unexplatned
amount of Kshs 81,050.00. These rmprest balances ought to have been surrendered or
accounted for on or before 30 June 2015, as requrred by Sechon 71(2) ot the Public
Finance Management Act, 2012, and Paragraph 5 6.5 of the Government Frnancral
Regulatrons and Procedures.

445. Unsupported Balance

The stiatement of assets reflects a balance of Kshs,156,679,108 00 under dtstnct
suspense, whrch has, however, nerther been supported by any documentary evrdence
nor rts nature explarned No explanation has been provrded for farlure to support or
explarn the nature of the balance, as a result of whrch, rts completeness and accuracy
could not be confirmed

44;6. Construction of Bioaafety Laboratory .t Kabete, Naiiobi

The expendrture of Kshs 667,604,466 00 reflected in the statement of recerpts and
payments under acqursrtron of assets rncludes an amount of Kshs 119,429,639 00 pard
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on constructon of buildrngs, out of whtch, Kshs 9,622,629 00 was pard for the
constructron of a Brosafety Laboratory in Kabete, Natrobt,

As reported in 2013120'14, thrs prolect, wth a contract price of Kshs 98,840,597 92 had
commenced in 2012 wrth a scope of' constructon of the marn laboratory block,
electrical, mechanrcal and crvrl works, was to be completed on 3 February 2014

As at 30 June 2015, the project had not been completed although the contract penod
had long elapsed lnformahon available indrcates that the contract was mutually
termrnated when the works were at Lntel level wrth roofing, plastenng, patnttng, doors,
wndows and other elements of finrshing havng not been done. At the tme of
termrnation, the contractor had been pard a total of Kshs 48,997,418 35 (or about
49 60lo) of the contract pnce

The remarnrng works have stnce been re-advertsed and a new contractor awarded the
contract on 20 January 2016 to complete the project at a new contract price of
Kshs 69,012,866 00

Owng to the delay rn completon of the project for over two (2) years now, tt rs not
possrble to asc€rtarn whether thrs constructton project will be completed or to determtne
the addrtional costs, f any, that would be necessary to complete the project, or the
losses that the Mrnistry would suffer rn the event that the project ts not completed

U7. Land

As preuously reported n 201312014, the Govemment, through Gazette Nohce No 890
dated 5 March 1957, allocated 1 ,400 acres, of land rn Ngong, Kalado County, to the
Mrnrstry for the constructron of a vetennary trarnrng school, a vetennary farm, and
related actrvrbes lnformaton and documentatron avatled indrcates that the land
measures 1,500 acres The Mrnrstry has not provrded explanation for the dtfference of
100 acres Further informatron and records availed at the Ministries of Agnculture,
Lrvestock and Frshenes and that of Lands, Housrng and Urban Development tndrcate
that some Government agencres and pnvate organrzations have rnegularly taken
possessron of 509 acres

The Mrnrstry has to date not obtarned trtle of ownershrp of the land ftom the Mtntstry of
Lands, Housrng and Urban Development ln the orcumstances, it ts not posstble to
confirm the extent of rmpairment of the value of the land, rf any, due to the
encroachment by Government agenctes and private lnstituilons

VETERINARY SERVICES DEVELOPMENT FUND

Unqualified Opinion

There were no matenal issues noted dunng the audrt of the financtal statements
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DONOR FUNDED PROJECTS

REGIONAL PASTORAL LIVELIHOODS RESILIENCE PROJECT: CREDIT NUMBER
5388 - KE

Unqualified Opinion

There were no matenal rssues noted during the audit of the linancial statements
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MINISTRY OF AGRICULTURE, LIVESTOCK AND FISHERIES

THE STATE DEPARTMENT OF FISHERIES
FINANCIAL STATEMENTS FOR VOTE 154

Unqualified Opinion

There were no matenal rssues noted dunng the audrt of the financral statements

STATE DEPARTMENT OF FISHERIES - REVENUE STATEMENT HEAD OOOOOO.156
FISHING RIGHTS

Basis for Qualified Opinion

448. Unsurrendered Revenue

The revenue statement for the year ended 30 June 2015 reflects a revenue on hand
balance of Kshs 4,473,2214.00 that had not been sunendered to the Exchequer as at 30
June 2015, contrary to the requrrements of Paragraph 6,4 5 of the Government
Financral Regulatrons and Procedures.
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MINISTRY OF EAST AFRICAN AFFAIRS, COMMERCE AND
TOURISM

STATE DEPARTMENT OF EAST AFRICAN AFFAIRS
FINANCIAL STATEMENTS FOR VOTE I56

Basis for Qualified Opinion

44.9. UGupported Development Expenditure

Dunng the year under revrew, the Department recognized revenue of Kshs 54,790,890
from Trade Mark East Afnca (TMEA) and expensed the enhre amount. Though coptes
of payment vouchers have been avarled, other accompanying documentaton to support
these payments has not been made available for audrt venficahon Thrs rs rn
contraventon of Sectron 68 2(a) of the Pubhc Frnancral Management Act, 2012 whrch
requrres an accountng officer to ensure that the entity keeps financral and accountng
records that comply with the Act

Consequently, the propnety of the expendrture of Kshs,54,790,890 could not be
ascertarned

450. Account Receivables - Outstanding lmprosts

The statement of assets reflects accounts recervable of Kshs 5,457,472 as al30 June
2015 Authonty to lncur Expendrture (AlEs) rssued to the Mrnrstry of Forergn Affarrs of
Kshs 5,194,016 had not been accounted for as at 30 June 2015 Further, staff imprests
and advances of Kshs 263,455 had not been recovered Thrs rs rn contraventton of
Sectron 43(1) (a) ofthe Pubhc Frnance Management Act, 2012

451. Accounts Payables

The statement of assets reflects an amount of Kshs-2,477,957 tn respect of accounts
payables as at 30 June 2015 However, supportng documents tn support of this amount
were not avarled for audrt venficatron Consequently, the accuracy and propnety of the
accounts payables balance of Kshs 2,477,957 could not be ascertatned

152. Arrears of Subscriptions to East African Community

The East Afncan Community (EAC) Treaty-1999, Chapter 28 Artrcle 132 (1) stipulates
that there shall be a budget for the organs and tnstitutions of the Communrty, save for
the self-accountang instrtutons, and Arttcle 132 (4) provrdes that the budget of the
Communrty shall be funded by equal conhbuttons by the Partner States and recerpts
from regional and rntematronal donatons and any other sources as may be determtned
by the Councrl A revrew of the documentatron avatled revealed that the Country through
the State Department of East Afflcan Affatrs has not conststently patd tts contnbuttons
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resulting in arrears of Kshs 122,619,679 90 (USD.1,243,'103) as at 30 June 2015. ln
addrtron, the Department has not provrded reconqliatron to show the correct posttton
between the amount in supporting documents of USO 2,7U,254 and that reflected rn

the financial statements of USD I ,243,103

Consequently, the East Afncan Communrty Treaty was not honored whrch rmpacts
negatrvely on the finanqal affarrs of the East Afnca Community and the rntegration
agenda.

453. lnadequatelySupportedExpenditure

The State Department paid Kshs 2,887,840 to vanous suppliers but there was
rnadequate supporfing documents hke ETR and relevant approvals An amount of
Kshs.798,424 was also pard to four supplrers who were not rn the Ist of pendrng bills as
at 30 June 2014 Consequently, the propnety of expendrture of Kshs.3,686,2& could
not be ascertarned

154. Statement of Cach Flows

lncluded rn the statement of cash flows rs an amount of Kshs 2,465,788 reflected as
adlusted for ad,ustments dunng the year. However, no supportng documents were
made available for audrt review.

Consequently, rt has not been possrble to ascertain the correctness of the statement of
cash flows

Other Matter

tt55. Under Absorption of Funds

The Department had an overall budget estrmate of Kshs 1,683,603,767 and spent
Kshs 1,533,206,793 resultrng rn an under absorphon of Kshs 150,396,974 Thrs has a
negative rmpact on the servrce delivery and achrevement of overall objectives of the
Departnent

456. Under- Funding ofthe Oepartment

Durang the financral year, the Department recerved Kshs 1,480,600,000 agarnst the
budgeted amount of Kshs, 1 ,61 7.'103,767 resulhng rn an underfundrng of
Kshs 136,503,767. Consequently, some planned acfuvrtres of the Department could not
be carned out due to the shortfall an funding

157. Nil Opening Balances

The financral statements of the State Department drd not have comparative figures for
the financral yeat 201312014 Though rt was explained that in the prevtous year the
Mrnrstry of East Afncan Afiarrs, Commerce and Tounsm rncluded the figures for both the
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Departnent of East Afiican Affairs and Deparbnent of Commerce and Tourism, it is not
clear why the figures could not be split to reflect each department's opening balances.

My opinion is not qualified in respect of these matters.
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MINISTRY OF EAST AFRICAN AFFAIRS, COMMERCE AND
TOURISM

STATE DEPARTMENT OF COMMERCE AND TOURISM
FINANCIAL STATEMENTS FOR VOTE 157

Basic for Oualified Opinion

458. Expenditure Not Related to the State Department

lncluded rn use of goods and servrces is an amount of Kshs 3,680,000 transferred on 1ti
February 2015 to cater for drnner during the 12 Afncan Frne Coffees Assoqatron
(AFCA) conference and exhrbrtron held from 12 to 14 February 2015 There was no
evidence that the actrvrty was budgeted for by the State Department and there was no
evtdence that the servrce was procured as requrred by the Publrc Procurement and
Drsposal Act, 2005

Further, although the money was fansfened to the Coffee Drrectorate in the Ministry of
Agnculture and Frshenes rn contravention of Sectron 43(1) (a) of Public Frnance
Management Ac/., 2012 there rs no evrdence that the Authority to lncur Expendrture
(AlE) has been accounted for

Consequently the propriety of the procurement of the service worth Kshs.3,680,000
could not be confirmed

459. Prior Year Adjustment

The statement of assets reflects a cash balance brought forward of Kshs 140,135,503
compnsrng of a bank balance of Kshs 84,800,821, cash rn hand balance of
Kshs 54,350,688 and accounts recervable of Kshs 983,994 as at 30 June 20'14
However, these amounts have been netted off n 201412015 as pnor year adjustment
wrthout any support

Under the crrcumstances, the accuracy and vahdity of the pnor year adjustments of
Kshs 140,135,688 could not be confirmed

'160. Pending Bills

Dunng the year under revrew, the Mrnrstry had pending brlls of Kshs 90,954,254.27 as
rndrcated rn Note 13'1 However, Annex 1 to the financral statements reflects pendrng
brlls of Kshs.106,1M,502 07 as at 30 June 2015 The resultant drfference of
Kshs 15,210,244.80 has not been reconcrled Further, the contracts and seruces
rendered or goods procured have not been shown ln addrtron, carrying fonuard
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pending bills affects the budget of the subsequent year as they are treated as a first
charge.

Under the circumstances the accuracy and propriety of the pending bills of
Kshs.90,954,257.27 could not be confirmed.

Other Mafter

461 . Late disbursements of Grants

There are various instances when grants to semi-autonomous organizations are
disbursed towards the financial year end and thus the grants are not utilized in the
financial year that they were budgeted for. ln some instances the funds are received in
the following financial year which means the parastatals are unable to implement the
various programs planned for as tabulated below;

Date P.V. No Parastatal Name Amount Kshs Class/Vote

29 June 2015 10111 Kenya Tourist Board 5,000,000 Devetopment

28 June 2015 9628 Brand Kenya Board 12,000,000 Development

28 June 20'15 9634 Brand Kenya Board 28.000,000 Development

28 June 2015 9634 Brand Kenya Board 12,000,000 Development

28 June 2015 9632 Kenya Utalii College 50,000,000 Development

29 June 20'15 7469 Kenya lnvestment Authority 40,000,000 Recurrent

29 June 2015 9633 Kenya lnvestment Authority 50,000,000 Oevelopment

29 June 2015 9853 Kenya lnvestment Authority

Total

Development

212.000.000

Further, the vote book status report shows cumulative development grants of
Kshs.382,084,597 towards Kenya Tounsm Board while the records of the Board reflect
Kshs.168,000,000 development grants occaSioning an unexplained difference of
Kshs.214,084,597.

ln view of the foregoing, budgeting and programs implementation by the State
Corporation is compromised and the planned activities are not carried out.

462. Budgetary Control and Performance

462.1 Comparison of Budgeted versus Actual

A comparison of the development budget verses the actuals revealed the following;

15.000,000
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D.t rlt
Origin.l

8udg.t (Krh!.)
Adiu.trt.nt!

(X.hr.)
Frml Budg.t

(Xrht.)

Actual on
Comprrrbla

Brtit (Xrhl.)

Budg.t
Utilbrtion
Drtttrtnct

(Krht.)

'A ol
Utli.rton

a b c:a+b d e=c{ Edlc%

RECEIPTS

Exchequer
rel6as6s 0 0 0 5,485,605,000 5,485,605,000

ooa

Proceeds from
Sale of Assets

17,600,000 0 17,600,000 13.162.673 4.137.327 76%

Othar
Rccsrpts

Lrcen-
ong
fc6

2.687 .938 0 2,687.938
51.171,607

-ir8,486.669
1.903%

AIA 13,000,000 0 13,000,000 16.5514.555 3 554.556 127%

Totrl 33,2t7,93! 0 33,2E7,93E 5.566,796,E36 5,533,50t,E9t

PAY ENTS

Compensaton of
Employees

346 306 849 14.351,155 350 658 044 359 468 085 1,189,959 100%

Use of goods and
seryrc€s

1.128,106.566 51,709,600 1,179.8r 6,166 1.008 001,8&r 171.814.282 850/"

Transfcrs to Other
Gov6mment lJnrts 2.040.678.939 691 422,211 2,732,101.150 2,612.939,966 I 19, r 61 ,184 96o/o

Other grants and
transfcrs

276,500,000 0 276 500 000 268 287 966 8.212.031 97%

Soqal
Benefils

Securrty 0 0 0 0 0 oo/,

Acqurs'tron
Assets

of
1 044, r 15 000 300,600,000 1,34,1,715 000 1,273,157.017 71,557,983 95v6

Totrlt 4,t35,707,39i1 r,06t.0t2,96c 5.t03.700,360 5.521,t54.919 371,935,/ral 91.4

The budget was therefore under utrlrzed by Kshs 371,935,441 represenhng about 6%
under absorpbon The under absorptron impacts negatrvely on the planned and
promrsd development activrtres.

462.2 Grants and Budget Execution

The supplementary budget of most government agencres under the Mrnrstry exceeded
1Oo/o yel there rs no evrdence that there was unforeseen and unavordable qrcumstances
where no budget provrsron was made and there was an exrstng budgetary provrsion
which was however rnadequate A tabulatron of the over expendrture is as follows,
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Recurrent Expenditure
Agency Approved

Printed
Estimates

KShs.'000'

Supplementary
EstimatEs

KShs.'000'

Gumulative
Expenditure

KShr.'000'

o/o Revision

Kenya
Authority

lnvestment 180,000 40,000 220,OOO 22o/o

Export
Council

Promotion 260,565 200,000 460,565 77o/o

Development Exponditure
Agency Approved

Printed
Estimates

KShs.'000'

Supplementary
Estimales

KShs.'000'

Cumulative
Expenditure

KShs.'000'

% Revision

Kenya
Authoflty

lnvestment s0,000 50,000 1O0o/o

Kenyatta lnternational
Conference Centre

151.000 200,000 351,100 132 5o/o

Bomas of Kenya 155,000 100,000 255,000 64 5o/o

Kenya Utalrr College 63,780 s0,000 1 13,780 78 4o/o

Catering and Tounsm
Development Levy
Trustee

311.422 311,422 'looo/o

Brand Kenya Board 40,000 40,000 10Oo/o

The supplementary estimates amounttng to approximately Kshs 254 mtlhon
(development vote) and Kshs 803 million (recurrent vote) dtd not comply wth provtstons
of Article 223(5) of the Constituhon of Kenya Sectron 21, 43(2)(c) and 44 of the Public
Frnance Management Acl, 2012 and Sectlon 40(9) of Public Ftnance Management
Regulatrons,2015

Consequently, the expendrture was incurred contrary to the fiscal responstbtlity
pnncrples and financlal objectrves of the economy

463. Paymcnts towards Ronald Ngala Utalii Academy

Dunng the financial year, the State Department made payments rn respect of
constructron of Ronald Ngala Utalar Academy, KrIfi County as follows,
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Payeee

M/s Mulli Devlalr & Brothers

M/s Armtech Consultng Engrneers

M/s Ujenzr Consultants

PKF Consultants

Geomeasures Surveyors

Basehne Archrtects Ltd

Total

Amount (Kshs.)

381,989,282

29,s33,526

41,324.896

3,988,460

3,822,536

39.341.300

500.000.000

However, the marn contract agreement for the construcion of Ronald Ngala Utahr
College was srgned on '14 May 2013 between Catenng and Tourism Development Lely
Trustees (now Tounsm Fund) and various contractors when the Tounsm Development
Levy Trustees were not rn office

Further, the current payments arrangement pose challenges for remedres srnce there rs
no contractual obhgatron between the State Department and contractors. The legal
status of the proposed College rs not certarn as rt rs yet to obtarn corporate status. ln
addrtion, payments to the consultants were based on the contract sum of
Kshs 8,961,370,998 whereas the actual works have been scaled down into phases I

wrth Kshs 4 923 bilhon and ll wth Kshs 4 038 brlhon of whrch phase ll rs yet to
commence Addrtronally, the pro,ect was awarded wthout the Minrstry havrng funds
contrary to Pubhc Procurement and Publc Frnance Management Acl, 2012 The
Cabrnet had approved a Prolect of Kshs.1,94 brlhon whrch has now escalated to
Kshs I 9 brlhon

Under the crrcumstances, the propnety and legahty of the expendrture of
Kshs 500,000,000 on Ronald Ngala Utahi Academy could not be confirmed

464. Open Plan Partitioning Contract at Utalii Houre 4u Floor

The Mrnrstry used restncted tendenng for the works and rnvrted 10 contractors to quote
for open plan partrtronrng contract at the sum of Kshs 20,986,736 but the source of the
contractors has not been explarned The contract was awarded vrde mrnutes of
Mrnrstenal Tender Commrttee meetrng No MTC 241201312014 dated 9 June 2014
notwrthstandrng the freezrng of award of contracts by the Natlonal Treasury The
contract agreement was srgned on 27 July 2014 aftet the first rnstalment was paid of
Kshs.8 5 mrllion. Payments \irere made without completron of works and certificate of
works carried out and certfied for payment

Consequently the management drd not adhere to the Pubhc Procurement and Drsposal
Act, 2005 and Regulatrons 2006 (Revised 2013) rn the procurement
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465. Payment of lrregular Pending Bills

Dunng the year the Mrnistry pard the followrng suppliers' rnvorces that were brought
fonivard from prevrous financral year

Date P. V. No Payee Amount (Kshs)

22 Jan '|.5
22 Jan 15
18 March 15
25 June 15
25 June 15
25 June 15
25 June 15
25 June 15

Tamra Ltd
Tamra Ltd
Mocam Securrty
Bechy Tours
Armat Company
Karoza Agencres
Jebrive lnvestment
Lrlo Gen. Supphes
Tota I

9,119
45,595
19,488

674,105
188,952
92.914

538,204
495.000

2.068.377

2112
2111
409
4800
4788
4785
4783
4844

However, the supplers and the amounts could not be confirmed from the hst of pendrng
brlls for 2013/2014 financial year ln the crrcumstances, the propnety of the expenditure
of Kshs 2,068,377 could not be ascertained

My oprnron rs however not qualified rn respect of these matters

REVENUE STATEMENT. STATE OEPARTMENT OF COMMERCE AND TOURISM .
voTE 1t8t

Unqualified Opinion

There were no matenal issues noted during the audit of the financtal statements
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KENYA NATIONAL COMMISSION ON HUMAN RIGHTS

FINANCIAL STATEMENTS FOR VOTE 2OI

Basis for Qualified Opinion

466. Pending Bills

Records maintarned by the Commrssron reflect pendtng brlls totalhng Kshs 7,871,000 00
relahng to finanqal year 201412015 that were not settled dunng the year but were
rnstead carned fonivard to year 201512016 lnformatlon avatlable tndrcates that thts
srtuatron arose due to non-release of exchequer by the Natronal Treasury Had the brlls
been paid and expendrture charged to the accounts lor 201412015, the statement of
recerpts and payments would have reflected a net deficit of Kshs 10,733,000 00 rnstead
of Net deficrt of Kshs 2,862,000,00 now shown
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NATIONAL LAND COMMISSION

FINANCIAL STATEMENTS FOR VOTE 202

Basis for qualified opinion

467. Over Expenditure

The statement of receipts and payments reilects expenditure of Kshs.535,275,993 on
use of Goods and Services against a budget of Kshs.354,208,829 for the year under
review resulting in an excess expenditure of Kshs.181,067,144. Management has not
availed authority from Treasury for this over expenditure in line with Public Financial
Management Act Regulations of 1 1 October, 2013 Section 618 (sub-regulation 1) which
provides that "Except as provided for in the Act and these regulations, an Accounting
Officer of an entity may not authorize payment to be made out of funds earmarked for
specific activities for purposes other than these activities'. ln the absence of the
authority from National Treasury, the propriety of the excess expenditure totalling
Kshs.181,067,'164 could not be confirmed.
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INDEPENDENT ELECTORAL AND BOUNDARIES
COMMISSION

FINANCIAL STATEMENTS FOR VOTE 203

Basis for Qualified Opinion

468. lrregular Payment of Pending Bills

The Statement of finanoal performance for the financial year 201412015 rellects an
expendrture of Kshs 2,462,476,000.00 for general expenses which include
Kshs 2,018,715,547 85 relahng to payment of pending blls for 2012 I 2013

However, a sample test on patd pending btlls totalang Kshs-846,'196,395.60 have
revealed anomales as follows -

468.1 Contract for Supply, Delivery, lnstallation, Configuration, Training, Tosting
and Commissioning of Electronic Voter ldontification Dgvices

Examrnation of the Contract signed on 1 1 December 20'12 for the supply of and
delivery, rnstallatron, configuration, tratntng, testing and commrssioning of electrontc
voter rdentficatron deuccs reveals that 30,000 'hand held devrces", 30,000 SD
CARDS, 30,000 carry bags and 30,000 addihonal battenes were procured at
usD 16,651,139 13

Examrnatron of Clause 3I of the Specral Condrtrons of Contracts tndicates that an
upfront payment of USD 2 5 Mrlhon through a letter of Credit, was mandatory before
executlon of the contract However, the Contractor through letter Ref 13 FT002AA
dated 16 January 2013 indrcates that IEBC had not rssued a letter of credrt, therefore,
proposed a change of specrficahon to delver a 'portable laptop solutron"

Although there was no new contract stgned between the parttes, correspondences
rndrcate that the Commrssron rnegularly accepted change in spectficahons wth
drfferences rn pflces and value of goods and servrces, and the contractor dehvered
portable laptops as follows -

S/No Date of Delivery Delivery Note Item Description Quantity
1 12.22013 0123 Laptops 1175
2 1322013 o't21 Laptops 10,955
3 14 22013 o122 Laptops 3270
4 21 2 2013 0126 Laptops 14600
Total 30,000
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ln this circumstance, it is evident that value for money was not obtained in payment of
USD 16,651 ,1 39. 1 3 due to change of specifications, inadequate time to train and
therefore, inability to effectively use the laptops during the elections. Some officers of
the Commission have been investigated for procurement violation by EACC and the
matter is in court.

468.2 Procurement of Additional 4,600 Electronic Voter ldentification Devices
(EVlDs)

Examination of e-mail communication between IEBC and the Contractor on 30 January
2013 indicates that the Commission ordered for eLtra 4,000 units of Voter ldentification
Devices whose prices would be similar to those of the 30,000 units earlier ordered and
contracted for.

The additional hand held EVIDs were purportedly received as follows: -

S/No. Delivery Date Delivery Note Item Description Ouantity
1 26.2.2013 o125 Hand Held EVIDs 2,000
2 28.2.2013 0124 Hand Held EVIDs 2,600
Total 4,600

The Contractor submrtted an invoice dated 6 February 2013 amounting to USD
4,628,746, which was validated as a pending bill by The National Treasury's lnternal
Audit. The National Treasury issued additional funding amounting to
Kshs.388,562,633.00 (USD 4,628,746) for the payment of the pending obligation.

However, the incoming CEO reviewed the invoice and considered that there was no
adequate grounds to support the invoice claim amounting to USD 2,075,572.00,
therefore, paid USD 2,553,174.80 (Kshs 259,020,5'16.80) to discharge the obligation
during financial yeat 2O1412015.

ln the circumstance, the responsibility for the procurement of the additional electronic
voter identification devices rests with the past management.

468.3 lrregular Payment for Transportation of Election Materials

Examination of payment voucher number 482 dated 27 November 2014 reveals that a
company was irregularly paid Kshs.50,487 ,440.00 purporting that it was contracted to
transport election materials during the financial year 2012 / 2013, however, audit has
established through Registrar's letter Ref. No. CR13 BN/20141312279 dated 10 May
2016 that the company was registered on 12 September 2014.

ln an effort to defeat audit trail, the Commission accepted an irregular request through
unreferenced letter dated 13 October, 2014 in which the company purports that
payments due to another company previously contracted by the Commission should be
paid to them.
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ln additon, the Commrssron purports that the company transported electton matenals
usrng twenty seven (27) vehrcles However, verification of records maintiarned tn ten (10)
regrons drsclosed as statrons of therr servrce reveals that only five (5) vehicles were
used, and not the twenty-seven which resulted in an excess payment of
Kshs 42,679,460 00,

ln response to a Draft Audrt Report Ref IEBC/2014 -20151(7) dated I March 20'16, the
Commrssion provrded addrtonal documents on ten (10) instead of twenty two (22)
vehrcles, an rndrcation that the Commrssron rs unable to provlde sahsfactory
explanahon, information and assrstance in wntrng

Venficatron of the addrfuonal documents undertaken on 1 Apnl 20'16 rn whrch the
Commrssron has "noted' through letter Ref IEBC/F|N/14/OL X(18) dated 6 June 2016
reveals further anomales as follows -

(i) lnformation contarned on Counter Reqursrhon and lssue Voucher, S1'l
Number 0003776 rn support of the use of vehicle regtstratton number KBR
829 S at Kakamega Regron has not been srgned by the reqursrtronrng, rssurng
and recervrng officers Designahons of responstble officers and date of
transactions are not rndrcated on the submitted S11s.

ln addrton, 511 number 0003776 rs not among the rssue notes maintained
among records at Kakamega Regron and verified dunng audrt inspectron rn
February 20'16.

(ii) lnformatron contarned rn Counter Reqursrton and lssue Voucher, 511
Number OOU221 purports that vehrcle regrstratron number l(AQ 706 Z was
workrng at Nakuru Regron whrle at the same trme tt was workrng rn Teso
North/ South through another S 11 number 5035244 whose records appear
to have been altered

ln addrfuon, Examrnaton of Counter Reqursrtion and lssue Voucher, S11
Number 0003612 show that vehrcle regrstratron number KAU 143 Y was
workrng at Nakuru Regron, whrle the same vehrcle rs purported to have been
workrng rn lsrolo North/ South at the same ttme

Further, the Commissron purports through Counter Reqursrtion and lssue
Voucher, S11 Number 0004236 that Vehrcle regrstratron No KBR 624 H
was working in Nakuru- However, venficatton of field records dunng the
month of February 2016 show that the vehrcle was not used tn the Regton
during elechon

(iii) lnformatron contarned rn Counter Reqursttion and lssue Voucher, S11
Number 5035485 shows that vehicle regrstratron number 1(AS 395 K was
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working in Meru Region. However, the same Vehicle was working in Kitutu
Chache Constituency at the same time.

(iv) Examination of Counter Requisition and lssue Voucher, S11 Number
5035206 reveals that vehicle registration number KBR 205 G was working in
Malindi Region. However, the same vehrcle was working in Mandera
North/South Constituencies at the same time.

(v) Examination of Counter Requisition and lssue Voucher, 511 Number
5035471 shows that vehicle registration number KAJ 482 N was working in
Malindi Region. However, the same Vehacle was working in Rongai / Bahati
Constrtuencies of Central Rift Region at the same time.

ln addition, the same vehicle number KAJ 482 N through the same Counter
Requisition and lssue Voucher, S1 1 Number 503547 1 is purported to have
been working in Mombasa. However, the same Vehicle was working in
Rongai / Bahati Constituencies of Central Rift Region at the same time.

(vi) Although the Commission has now claimed through counter Requisition and
lssue Voucher, 511 Number 0003771 that Vehicle registration No. KAC 370
J was working in Machakos, a field verification undertaken in February 2016
shows that the vehicle was not used in the Region.

Similarly, information contained on Counter Requisition and lssue Voucher,
511 Number OOM212 indicates that Vehicle registration No. KAG 164 L was
working in Krsumu. However, a field verification during the month of
February 2016 revealed that the vehicle was not used in the Region during
election.

(vii) A further evidence of fraudulent accountability is on the information
contained in two (2) different photocopies of the same Counter Requisition
and lssue Voucher number 0003769 dated 3 March 2013 for KBK 910 X
which is purported to have delivered Polling Booths to Nakuru. The signature
on the issue note is deleted on a copy presented later as evidence.

468.4 Examination of Two (2) Payment Vouchers Totalling Kshs.79,106,538.00

Examination of records show that a company was paid through Payment Voucher
Number 298 dated 23 October 2014 an amount of Kshs.6,177,450.00 and another
unsigned copy of payment voucher submitted on 18 April 2016 with an amount of
Kshs.72,929,088.00 for transportation of election materials during the financial year
2012t2013
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However, rnformatron contarned rn the mrnutes of tender commtttee meeting no 39
held on 13 February 2013 shows an item no 5 that the transporter was authonzed to
supply 75 trucks for transport servrces at a cost of Kshs.32,610,060.00 There rs no
lushlicatron for the excess payment of Kshs 46,495,478.00

ln addrtlon, procurement of these servrces drd not comply wth law as the Commtsston
has not provided -

(a) Tender Regrsters contrary to Sectron 60 (5) of the Pubhc Procurement and
Disposal Act, 2005.

(b) Tender Openrng Commrttee Minutes contrary to Sechon 60 (8) (a) of the Pubhc
Procurement and Disposal Act, 2005

(c) Notrficatron of Awards of Contracts contrary to Sectron 67 ('1) and (2) of the Pubhc
Procurement and Drsposal Act, 2005.

(d)A wntten and signed contract contrary to Sectron 68 (1) and (2) of the Publrc
Procurement and Disposal Act, 2005

(e) lnspectron and Acceptance Commrttee Certrficate confirmrng the delivery of
electoral matenals contrary to Secton 66 (5) of the Publtc Procurement and
Drsposal Act, 2005

Further, examrnatron of availed tender document submrtted to the Commrsston on 18
December 2012 is inaccurate as some documents attached to rt are daled 16 and 27
January 2016

468.5 Examination of Payment Vouchers Nos. 396 and 386 Totalling
Kshs.92,3212,000.00

Although Section 26 (3) (b) of the Public Procurement and Drsposal Act, 2005 requrres
that all Procurements should be undertaken as per the threshold matrrx whose
maxrmum amount set out rn the regulattons for use of quotaton ts Kshs 1,000,000 00
for goods, the Commissron rssued quotattons as follows -

PV No. Quotetion No. Item Dcacription ai pcr the ordcl Amount (Ktht)

396 IEBCtl?4nU2-13 Pnnt srmplfled regulatrons and
lallyrng forms

52,470,000 00

386 IEBCt116t2012-13 Frnqer Pnnts, Pads & Indelble lnk 39,872.000 00
Total 92,3/r2,000.00

The Commrssron has not Justrfted the use of quotatrons rnstead of open tender method
of Procurement, whrch would have guaranteed compettttve biddtng and the requtstte
value for money as required under Sechon 68 (1) (b) of the Publtc Flnance Management
Acl,2012
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468.6 Examination of Payment Vouchers Nos. 218 and 327 Totalling
Kshs.365,239,900.80

Examination of Payments Vouchers reveals that two companies were contracted and
paid as follows: -

PV NO. Tender Number Item Oescription as per the
order

Amount as per
order
(Kshs)

218 IEBC 12t2011-12 Supply & Delivery of 49,600
lransparent Ballot Boxes

109,119,900.80

327 \EBCt01t2012-13 Supply/Delivery of 33TPrinters
Cannon lR 5035

256,120,000 00

Total 36s,239,900.80

The following was observed

(i) Although, the company was paid Kshs.220,400,000.00 for the supply of
290 printers, no reasons have been given for failure to supply the 337
printers contracted.

(ii) The Commission has not availed copies of the advertisement, tender
documents and registers; evaluation reports and minutes of the tender
evaluation committee.

ln the circumstances, therefore, lam unable to confirm that the payment made in
respect of goods and services and paid as pending bills at a total cost of
Kshs.846,196,395.60 was lawful and effective as required under Article 229(6) of the
Constitution

469. Property, Plant and Equipment Movement Schedule

Examination of note 18 to the financial statements presented for audit show that
Computer Equipment with a net book value (NBV) of Kshs.42,531 ,000.00 were
confirmed during a meeting held on 11 March 20'16 at the Chief Executive Officer's
office as having been transferred as follows: -

469.1 Transfers to Burundi

Records show that 150 Electronic Voter ldentification systems (EVlDs) were transferred
to Burundi during the year under review. However, audit has revealed unsatisfactory
matters as follows: -
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(i) The Charrman of the Natronal lndependent Electoral Commrssron of
Burundi requested the Govemment of Kenya through Letter Ref
NlECl472l2O14 dated 9 December 2014 to support and assrst them wth -

(a) Unspecified number of Ballot Boxes

(b) Three or Four ( 4 Wheel Drrve) Vehicles

(c) Unspecrfied number of Photocopier machrnes

(d) Unspecrfied number of Laptops

(ii) ln response, the Embassy of Kenya rn Bujumbura through a letter Ref
KEBU/CON /POL./osA VOL 1 (21) dated 10 December 2014 remrnded
the Chairperson of IEBC of hrs proposal dunng a visrt to Burundr in
November 2014 thal Kenya could support Burundr's Electoral Process
with 3,000 ballot boxes The Government through the Chref of Staff and
Head of the Publc Servrce approved the request for 'full' support to a
srsterly state through a letter Ref OP/CAB 31129 A daled 27 January
2015.

(iii) ln executing the Govemment approval, the Commissron Secretary/ CEO
of IEBC rnstructed for ftee transfer/drspatch of 150 EVID laptops rn

accordance wrth Section 129 (1), (2) and (3) of Pubhc Procurement and
Disposal Act, 2005 rn whrch a drsposal committee was formed on 14 Apnl
2015 to drspose "unseruceable, obsolete or surplus stores'.

(iv) Dunng a mrnuted meetrng held on 1 1 March 2016, the Chref Executrve
Offic€r stated that the commissron had consrdered the rate at whrch the
EVIDS become obsolete and the fact that they mrght not be used rn the
next general elections, therefore, donated '150 EVIDs to Burundr

On the other hand, while respondrng to the proposed Draft Audrt Report dated 8 March
2016, the Commrssron Secretary / CEO through a letter Ref IEBC/FIN /14/ol lX (52)
dated 21 March 2016 confirms the transfer of EVIDS and BVRS that were rn good
workrng conditron

The Commissron further explarned duflng a meetng held on 30 May 2016 with the
Audrtor-General that the EVID laptops were cleaned before being transferred to Burundr
through the Mrnrstry of Forergn Affarr However, the transfer of votrng laptops whether
"cleaned" or not rs a sensrtive matter that requrred the Commission to involve
stakeholders specified rn rts Act

163



ln addition, the equipment were donated free of charge at a time when the Commission
has budgetary constraints, and, not able to pay pending bills amounting to
Kshs.1,301,913,817 58 and still intended to buy 40,000 new kits.

469.2 Transfers to Ministry of Devolution

Although 200 Biometric Voter Registers (BVRS) have been explained as having been
transferred to Ministry of Devolution, the Commission has not availed any document
regarding these transfers and the purpose for the transfer which would contravene
Section 72 (3) of the Public Finance Management Act, 2012.

469.3 Loss of 48 BVR and Generators at Emgwen Constituency, Nandi
County

Audit has also revealed that 48 BVR Valued at Kshs.9,437,658.72 disclosed in Note 18
of the financial statement as disposed were actually stolen from Kapsabet Warehouse,
North Rift Region on 23 August 2014. Although the matter was reported to the police,
no culprit has been apprehended. ln this circumstance, the security of data in terms of
back up and control of unauthorized access of both machine and database may not be
assured and confirmed by the Commission.

469.4 Generators and Solar Panels

Examination of the fixed assets register and other related records reveals that 68
Olympia generators made in United Kingdom (UK) and 1329 solar panels type
SLP42.5-12 maximum power voltage 72.2 voltage weighing 6 kgs are lying idle in
various regional offices but have not been disclosed in any of the IEBC inventory.

Due to the incompleteness of records made available for audrt, it is not possible to
establish the value of these assets, the mode and purpose of their procurement.

47O. lnaccurate Pending Bills

Note 20 to the financial statements reflects a figure of Kshs.1,301,913,817.58 against
pending bills as follows: -

Particulars Amount (Kshs.)

1 7 Regions 150,912,156.57

Legal 855,317,25'1.68
Headquarters 295,684,409.33
Total r,301,913,817.58

A due diligence check of Pending Bills in fifteen ( t 5) Regions, has revealed that
Pending bills amounted to Kshs.132,586,361.21 and not Kshs.140, 181,106.57 reported
by the Commission. No reconciliation has been provided, therefore, accuracy and
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validity of pendrng brlls amounting to Ksh- 150,912,156.57 as reported rn the financral
statement could not be confirmed.

471. lrregular Procurement of Election Meterials

ln my report lot 201212013, unsatrsfactory matters were reported rn relatron to
procurement of several electon equipment tncludang Brometnc Voter Regtstratton (BVR)
Krts at a cost of Kshs 6 4 brllion, Electronrc Voter ldenhficatron Devrces (EVIDS)
Kshs 1 3 brllion, Unrversal Polng Krts (UPK) at Kshs 153 brlhon and Electronic Results
Transmissron System (ERTS) Kshs,25 8 mrllion The Commrssron did not have an
approved Procurement Plan for the year, therefore the above items were procured
contrary to the prousions of Public Procurement and Drsposal Act, 2005

472. Weaknesses in Controls

Based on the above findrngs, mismanagement of pubhc resources arose due to
weaknesses rn controls relating to transport logistics and farlure to use procurement
plan as a tool of control leading to variations and rll-hmed procurement Consequently, I

recommend that IEBC should enhance [s systems that wll respond to procurement of
goods and seMces, certrfication of dehvery, monrtonng and evaluatron of seruces
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PARLIAMENTARY SERVICE COMMISSION

F]NANCIAL STATEMENTS FOR VOTE 204

Basis for Qualified Opinion

473. Foreign Travel Expenditure

Examrnation of the Commrssron's payment records indrcate that amounts totaling
Ksh79,501,12700 were paid to vanous travel companres on account of issurng arr
trckets dunng the year under revrew These payments were not supported with
documentation rncludrng copres of confirmed atr Ickets, boardrng passes and passport
entry/exit stamps

ln the crrcumstance, rt is not possible to confirm the validity and legaltty of payments
totalrng Kshs 79,501 ,127 .0O to travel compantes

474. Office and General Supplies and Services

Dunng the year under review the Commrssron pard a total of Kshs.81 , 131,550 00 on
account of goods under office and general supplies relabng to ftaudulent procurement
of tonners whose documents are held at the Drrectorate of Cnmrnal lnvesttgation, hence
unavarlable for audit review

ln the orcumstance, it has not been possrble to confirm that goods valued at
Kshs 81 ,'1 31 ,550 00 were lawfully and effectrvely acqurred under Artrcle 229(6) of
Constrtuton.

475. Pending Bills

Examrnaton of Pendrng Brlls reveals that brlls totahng Kshs 6,358,500 were outstandtng
as at June 2015. lnformaton and documentation avarled rndrcate that the Commrssion
ordered and reccived Toner Cartndges for computers, photocopters and equtpment that
could not be physically verified rn the Commrssion.

Other Matter

176. lmprests

Examrnaton of rmprest payments totahng Kshs 8.931,430 00 to staff attached to vanous
commrttees and subsequent surrender documentafuon revealed the followng
inegularrtres -

476.1 A payment of Kshs 4,400,570.00 on account of Public lnvestment Committee
meetrng was not supported wth documentaton rncludrng the hst of attendees

476.2 An officer of the Technrcal Evaluatron Commrttee was rssued with an tmprest
totalng Kshs 1,057,00000 out of the approved amount of Kshs.2,1 '14,000 00 to
faqhtate Technrcal Evaluatron Commrttee whrch was involved tn the evaluaton of the
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I

sub-contractors for the proposed multi-storey office block No documentary evdence
has been produced to support this payment

476.3 Two rmprest sunenders of Kshs 1 ,462,640 00 and Kshs 795,720 00 were not
supported with the relevant documentary evidence, hence the propnety of these
payments could not be confrrmed.

476.4 The Commissron paid Kshs.1,215,500 00 to a local company rn respect of
accommodation provrded to thrrty three (33) Natronal Lands Commrttee members. No
documentary evrdence has been produced to support the procurement and payment

My oprnron rs not qualrfied rn respect to thrs matter

PARLIAMENTARY CAR LOAN SCHEME FUND

Unqualified Opinion

There were no materral rssues noted during the audrt of the financial statements

PARLIAi,IENTARY MORTGAGE SCHEME FUND

Unqualified Opinion

There were no material rssues noted dunng the audrt of the financral statements
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JUDICIAL SERVICE COMMISSION
FINANCIAL STATEMENTS FOR VOTE 205

Unqualified Opinion

There were no matenal issues noted duflng the audrt of the financral statements

Emphasis of Matter

477. Unaccounted for lmprest

I draw attentron to Note 5 to the financial statements whrch rndrcates outstanding
rmprests as at 30 June 2015. Dunng the year under revtew, tmprests totalltng
Kshs 3,336,692 35 urere issued as per recards maintained by the Commissron and had
not been surrendered as at 30 June 2015

My oprnron rs not qualified rn respect of thrs matter

Othor Mattel

The Commrssron does not have a drsaster recovery program and backups rn place to
assure on data secunty and rntegnty Further, rntemal audrt reports were not avatled for
audit revrew. Mrnutes of the audit committee meetings were also not avatled

My oprnron is however, not quahfied on thrs matter
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COMMISSION ON REVENUE ALLOCATION
FINANCIAL STATEMENTS FOR VOTE 206

Unqualified Opinion

There were no matenal rssues noted during the audrt of the financial statements
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PUBLIC SERVICE COMMISSION

FINANCIAL STATEiIIENTS FOR VOTE 207

Unqualilled Opinlon

There were no material issues noted during the audit of the financial statements.
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SALARIES AND REMUNERATION COMMISSION
FINANCIAL STATEMENTS FOR VOTE 208

Unqualified Opinion

There were no matenal rssues noted durrng the audrt of the financial statements
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TEACHERS SERVICE GOMMISSION
FINANCIAL STATEMENTS FOR VOTE 209

Basis for Qualified Opinion

478. Going Concern

During the year 201412015, the Commission incurred a deficit of Kshs.4,577,727 ,356
(201312014 - surplus. Kshs.221,016,694) resulting in an accumulated deficit of
Kshs.2,595,271,851 as at 30 June 2015 Further the current liabilities of
Kshs.5,251,126,568 exceeded the current assets of Kshs.1,244,081,251 by a negative
working capatal of Kshs.4,007,045,317 as at 30 June 2015. The management has
attributed the poor performance to low funding from the National Treasury. The
financial statements of the Commission have therefore been prepared on a going
concern basis on the assumption of continued support from the Government and its
creditors.

479. Stores and Cash losses.

lncluded in the receivables from exchange transactions balance of
Kshs.372,433.024 as at 30 June 2015. are unrecoverable losses of stores and cash
losses amounting to Kshs.10,487,516 and Kshs.2,928,398 respectively, which as
previously reported occurred between the years 1988 and 2000. The matter was
investigated and the Director of Public Prosecutions directed that the suspect be
charged with the offence of stealing by person employed in the Public Service contrary
to Section 280 of the Penal Code. A review of the matter during the year under review
indicates that the suspect was charged in a Court of Law, and the case was ongoing
as at the date of this report.

ln addition, included in the balance of Kshs.372,433,024 is a long outstanding Pay As
You Earn (PAYE) amount of Kshs.128,392,939 which was paid to Kenya
Revenue Authority (KRA) on account of former teachers who deserted their jobs and
their salaries were returned to the Commission. The PAYE had not been recovered as
at the date of this report.

ln the circumstances, it has not been possible to conflrm the recoverability of the
receivables from non-exchange transactions totalling Kshs.141 ,808,853 as at 30 June
2015.

480. Property, Plant and Equipment

The property, plant and equipment balance of Kshs.2,532,467,445 as at 30 June 2015
ancludes Kshs.805,166 being the residue value of eleven (11) motor vehicles procured
between 1996 and 2OO4 fot a total cost of Kshs.26,450,71 1 . Although the eleven (1 1)
motor vehicles were still in good working condition as at the date of this report, their
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reported resrdue value of Kshs 805,166 as at 30 June 2015 appears way below therr
market value

ln the crrcumstances, it has not been possrble to confirm that the property, plant and
equrpment balance of Kshs 2,532,467,445 as at 30 June 2015 is fairly stated

Other Matter

481. Budgetary Control and Performance

The Teachers Servrce Commission had a total development budget of
Kshs 135,000,000 voted for the financral year 20'1412015 for the construction of TSC
County offices However. the Commrssron dtd not receive any development funds
durrng the year under review resultng rn 100% under absorptton as indrcated -

Item Budgeted
Allocation
2014t2015

Actual
2011t2015

Under
Absorption

Absorption
in o/"

Development 135,000,000 135,000,000 100

Total 135,000,000 135,000,000 100

It rs doubtful rf the Commrssion achieved its objecttve and mandate for construction of
the rntended burldings for servrces tn the Countes

My oprnion ls not quahfied tn respect of this matter
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NATIONAL POLICE SERV!CE COMMISSION
FINANCIAL STATEMENTS FOR VOTE 210

Basis for Qualified Opinion

482. Use OfGoods and Services

The financial statements reflect an expenditure of Ksh.179,806,887.00 under Use of
Goods and Services which includes payments for expenditure totalling
Ksh.80,849,299.00 irregularly incurred as follows: -

482.1 lrregular Procurement of Medical lnsurance Cover

The Commission procured staff medical insurance cover through direct procurement at
a cost of Kshs.26,478,684.00 contrary to Article 227 of lhe Constitution of Kenya, 2010;
Section 29(1) of the Public Procurement and Disposal Act, 2005 and Section 62(3) of
the Public Procurement and Disposal Regulations 2006. Consequently, propriety of
Kshs.26,478,684.00 incurred on medical cover during the year could not be
ascertained.

482.2 Unsupported Rent Payments

The Commission occupies four (4) floors at Skypark Building, LR. No.1870/l)U167 and
pays annual rental cost of Kshs.54,370,615.00. However, no lease agreement has
been signed between the landlord and the Commission. Under the circumstances, the
validity of the annual rental payments could not be ascertained.

483. lrregular Payment of Meal Allowances

Records availed for audit show that the Commission paid meal allowances totalling
Kshs.6,879,500.00 to officers who were performing normal duties contrary to Section
J.6 of the Code of Regulations, 2006 and Circular letter Ref No. MSPS18/2Al(89) which
require that meal allowances should be paid to officers travelling on duty. ln this
circumstance, it is not possible to conflrm the validity of Kshs.6,879,500.00 incurred on
meal allowance

484. Acquisition of Assets

The financial statements further reflect a balance of Ksh.70,359,063.00 against
Acquisition of Assets, however, unsatisfactory matters have been observed on
Refurbishment of Buildings and Motor Vehicles as follows: -
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481.1 Refurbishment of Buildings

4lJ/.1.1 Delay in Project lmplementaton

Although clause 13 of the condrtons of contract require that a crntractor should provrde
a programme of work, audrt rnspections undertaken dunng the month of September
2015 revealed that contracted works that started on 5 Apnl 2013 for twenty lout (241
weeks had not been completed.

484.1.2 Liquidated Damages

Although recovery of hqurdated damages rs a requirement under clause 27 of the
Conditrons of Contracts. thrs provisron rs mrssrng from the Contraci therefore, causrng
delay rn delivery of the prolect ln the crrcumstance, there are rndrcatrons of poor prolect
plannrng and weaknesses in project supervision

4U.1.3 Unexplained lntroduction of New Contract

Although the Commrssron awarded the contract at a tender sum of
Kshs 189,961,612 00, the Parlramentary Committee on Administraton rn consultation
wth the Commrssron met on 3 June 20'13 and reused the contract sum to
Kshs 139,953,779 00

Further, dunng a srte meeting held on 27 January 2014, lhe Project Manager advised
the Commrssron to seek authoflty ftom the tender commrttee to vary the contract sum
from Kshs 189,961,612 00 to Ksh 139,953,779 00 However, the tender commrttee's
approval has not been avarled for audrt venficatron, an rndrcatron that the proJect cost
could have been exaggerated and tax payers would still bear the cost

Although the Commissron purports that the contract sum has been revrsed to
Kshs.139,953,779 00, the justrficafion of payrng the same contractor usrng Local
Servrce Order No 1M0259 for Kshs 24,136,949 00 under a separate contract No
NBI/D07I63/2012-13 rnstead of the exishng contract No as NBI/Do1 18112012-2013 has
not been explarned

4lJ/..2 Micsing Motor Vehicle Logbooks

The summary of fixed assets regrster annexed to the financral statements show that the
value of fixed assets of Kshs 153,763,517 00 rncludes motor vehrcles purchased at a
cost of Kshs 't 17,552,095 00,

However, the Commrssron has not avarled logbooks for twelve (12) motor vehrcles,
explarnrng that they were handed for safe custody to the former Commrssron Secretary
who drd not hand over the same to the Commissron.

Although, rt has been explarned that the matter has been referred to Drrector of Cnminal
lnvestrgatron (DCl) for rnveshgatron and Director of Public Prosecutron for prosecuton,
the Commrssron strll does not have evrdence of ownershrp of the twelve (12) vehrcles
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485. Pending Bills

Examrnahons of records show that the Commtsston had pendtng btlls of
Kshs-14,144,988 00 relating to financral year 201312014, whrch rncreased to
Kshs 20,141,098 00 rn the financral year201412015 by Kshs 5,996,110 00

The brlls were not settled dunng the year but were rnstead camed forward to 201512016
Had the brlls been pard and expendrture charged to the accounts lor 201412015, the
Statement of Recerpts and Payments would have reflected a Net Defictt of
Kshs 20,135,228 00 instead Net Surplus of Kshs 5,870 00 now shown.
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THE OFFICE OF THE CONTROLLER OF BUDGET

FINANCIAL STATEMENTS FOR VOTE212

Unqualified Opinion

There were no matenal issues noted dunng the audit of the financral statements
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COMMISSION ON ADi,TINISTRATIVE JUSTICE

FINANCIAL STATEMENTS FOR VOTE 213

Batls for Qualitied Oplnlon

486. Pendlng Bills

The Commission records as at 30 June 2015 reflect pending bills totaling
Kshs.4,561,860.00 relating lo 2Q1412015 financial year. No reason has been provided
frcr failure to clear the pending bills as at 30 June 2015 u,ih the financial staterEnts
reflec'ting bank balances of Kshs.E4,711,353 and rscorded surplus of
11shs.10.74.222.40.
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NATIONAL GENDER AND EQUALITY COMMISSION

FINANCIAL STATEMENTS FOR VOTE 2I4

Basis for Adverse Opinion

487. Procurement

487.1 Medical Cover

lnformaton avarlable indrcates that the Commission awarded an annual contract to offer
medrcal servrces at a tender sum of Kshs 10,760,000.00. However no reason has been
gtven for failure to award the same contract to the lowest evaluated brdder at
Kshs.9,405,548 00 Consequently, the payment of extra money amountrng to
Kshs 1,354,452 00 contravenes Section 68(1)(b) of the Pubhc Frnance Management
{ct,2012.

487.2 Group Life Cover

Further, an insurance company was awarded an annual contract to offer group life
cover to the Commrssron at a tender sum of Kshs 797,174 0O. However, payment
records avarled confirmed that another rnsurance company whose pnce was
Kshs 1 ,308,178 00 was pard for the servrces. No lustrficatuon was provrded for thrs
rrregularity that occasroned Kshs 511,004 loss of pubhc funds

488. Refurbishment and Partitioning Works

lncluded in the statement of recerpts and payments rs an expendrture of
Kshs 22,499,995,90 under acqursrtron of assets as at 30 June 2015 Accordrng to
rnformation avarlable, an amount of Kshs 9,750,626 25 was paid to various contractors
rn respect of refurbrshment and partrtonrng works undertaken at the Commrssron's
Headquarters, Nakuru and Krsumu Offices,

However, rt was observed that the contract works were undertaken wthout the
production of bill of quantitres, certifications and supervisron from the Mrnistry of Lands,
Housrng and Urban Development ln the orcumstance, tt has not been posstble to
confirm that value for money was obtarned in the expendrture totahng
Kshs.9,750,626 25

489. lrregular lssuance of lmprests

The Commrssron made payments rn form of rmprests totalhng Kshs 13,032,623 95 usrng
payment vouchers that were paid to vanous officers rncludrng the Commrssroners to
undertake vanous actrvrtres across the country No reason has been given for rssue of
rmprest wthout rmprest warrants
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ln addition, twenty five (25) officers were issued with additional lmprests totalling
Kshs. 10,965,230.95 before surrendering the amounts prevaously issued contrary to the
financial regulations in place.

490. lnaccuracies of Financial Statements

490.1 Accounts Payable

The statement of financial position as at 30 June 2015 reflects financial yeat 2013t14
comparative balances of Kshs.2,546,040.00 against accounts payables (deposits), of
which the previous year's audrted statement reflects a nil balance. The net financial
position of Kshs.15,689,378 also differs with the same amount. The variances need to
be reconciled.

490.2 Statement of Cash Flows

The statement of cash flows reflects erroneous balances
201312014 as follows: -

brought fonrvard ftom

Description
Balance as per

statement for
2013t2014

(Kshs.)

Balance as per
statement for

2014t2015
(Kshs.)

Difference
(Kshs.)

1 Changes in
accounts payable

Nir 2.546040.00 2,546,040.00

2 Net Cash flows
from operating
activities

40,51 1,000 00 180,981,960.00 140,470,960.00

3 Net increase in
Cash and Cash
Equivalent

9,917,000.00 7,370,960.00 2,il6,040.00

Consequently, it has not been possible to confirm the accuracy of the balances in these
financial statements.
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DONOR FUNOED PROJECTS

NATIONAL GENOER AND EOUALITY COMMISSION
PROJECT

NORWEGIAN FUND

Basis for Qualified Opinion

491. Financial Statements Submission

Although the Government financral year ends at 30 June of every year, these finanqal
statements have been prepared for the penod endrng 30 September 2015 As per the
project agreement between the Commrssron, Partners and the Norwegian Mrnrstry of
Forergn Affarrs, the financral statement were to be prepared for the project's life of
between August 20't4 to September, 2015

192. lnaccuracy of the Financial Statements

Although the statement of finandal assets and habrlhes as at 30 September 2015
reflects nil balance agarnst cash and cash equrvalents, the bank balance tn the Project
account was Kshs.10,425,541 45 and Kshs.4,473,080 00 on 30 September and 10
December, 2015 respechvely No explanatron or reconciliailon has been provrded for
rnaccurate presentatron of cash and cash equrvalent rn the statement contrary to
Secion 48(1) of the Nahonal Gender and Equahty Commrssron Act, 201 1

493. lnaccuracy between the General Ledger and Statements of Receipts and
Expenditure

Examrnatron of general ledger and statement of recerpts and expenditure as at 30
September 2015, reflects account balances drfferencc of Kshs 5,608,851 00 and
Kshs 1 ,125,200.00 agarnst community strategy (Advocacy) and Strategy / Lobby
meetrngs respectrvely. No explanatron has been grven for differences between the two
(2) sets of records

491. Bank Balances

The Fund Prolect Management drd not prepare monthly bank reconciltatton statements
for the pro;ect penod and hence it was not possrble to ascertarn whether all bank
transactions and bank balances during the period under audrt were farrly stated
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TNDEPENDENT POLICtNG OVERSTGHT AUTHORTTY (rPOA)

FINANCIAL STATEMENTS FOR VOTE 215

Unqualified Opinion

There were no material rssues noted during the audit of the financial statements
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1

EXCEPTIONS

The audit reports of the 47 County Governments are not included in this report as
they are reported on separately.

2. The report excludes the report on the financial statements of the Auditor-General
whrch are audited and reported separately by an independent auditor as per Article
226(4) of the Constitution of Kenya.

CONCLUSION

Compliance with the Constitutional Mandate

My Office has in compliance with the Provisions of Article 229(6) which required that I

confirm whether or not public money has been applied lawfully and in an effectrve way
done the following

a) Embedded compkance audits in its audit methodology and compliance with laws
and regulations have been reported in thrs report.

b) Camed out value for money audits with some of the reports already tabled rn
parliament.

However, the Office is strll seeking additional finances to tncrease the scope of
contrnuous audits to ensure full compliance with the requirements of Article 229(6).

Appreciation

I wish to sincerely thank the entrre staff of the Office of the Audrtor-General for the great
effort and hard work they have put in dunng the year

FCPA Edward R. O. Ouko, CBS
Auditor-General

Nairobi

15 July 2016
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Audit Opinions on the Financial Statements

1. UnqualifiedCertificate

REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF THE
GOVERNMENT OF KENYA FOR THE YEAR ENDED 30 JUNE 2015

I have audited the financial statements of the Government of Kenya for the year ended
30 June 2015 which are listed in Appendix A in accordance with Section 229(4) of the
Constitution of Kenya and Section 8 of the Public Audit Act, 2003. 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.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of financial
statements in accordance with lnternational Public Sector Accounting Standards
(IPSAS)-Cash Basis and for such 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.

The Management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Sections 4, 5, 6 and 7 of the
Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 8 of the Public Audit Act,
2003. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutions (lSSAls). Those standards require compliance with gJhical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Government's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the
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reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.

I beheve that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audrt oprnion.

Opinion

ln my opinion, the financial statements listed rn Appendix A, present fairly, rn all
material respects, the financial position of the Government of Kenya and its Funds as
at 30 June 2015, and of its operations for the year then ended, in accordance with the
lnternational Public Sector Accounting Standards (IPSAS)-Cash Basis and comply
with Government Financral Regulatrons and Procedures and Public Finance
Management Act,2012.

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

Nairobi

15 July 2016

285



2. QualifiedCertificate

REPORT OF THE AUDITOR-GENERAL ON THE AGCOUNTS OF THE
GOVERNMENT OF KENYA FOR TH YEAR ENDED 30 JUNE 2015

I have audited the financial statements ofthe Government of Kenya for the year ended
30 June 2015 whrch are listed in Appendix B in accordance with Section 229(4) of the
Conshtution of Kenya and Section 8 of the Public Audit Act, 2003. I have obtarned all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audrt

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentatton of financial
statements in accordance with lnternational Pubhc Sector Accounting Standards
(IPSAS)-Cash Basrs and for such 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

The Management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisrons of Sections 4, 5, 6 and 7 of the
Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 8 of the Public Audrt Act,
2003. The audrt was conducted in accordance wrth lnternational Standards of
Supreme Audit lnstitutions(lSSAls) Those standards requtre compliance with ethrcal
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financral statements are free from mateflal
misstatemenl

An audit involves performrng procedures to obtain audit evtdence about the amounts
and disclosures in the financral statements. The procedures selected depend on the
auditor's judgement, rncludrng the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln makrng those risk
assessments, the auditor considers internal control relevant to the entlty's preparation
and fair presentation of the financial statements in order to desrgn audit procedures
that are appropnate in the circumstances, but not for the purpose of expresstng an
oprnion on the effectiveness of the Government's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.
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lbelieve that the audit evidence obtained is sufficrent and approprrate to provrde a
basis for my qualified audrt opinion.

Basis for Qualified Opinion

Details of the basis for qualified opinion are given in the accompanying detailed
reports listed in Appendix B. This includes various unexplained discrepancies and
omission of expenditure from the financial statements.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basrs for Qualified
Opinion paragraphs, the financial statements listed in Appendix B, present fairly in all
material respects, the financial position of the Government of Kenya and its Funds as
at 30 June 2015, and of rts operations for the year then ended rn accordance with the
lnternational Public Sector Accounting Standards (IPSAS) -Cash Basis and comply
with Government Financial Regulations and Procedures and Public Finance
Management Ad,2012

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

Nairobi

'15 July 2016
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3. Adverse Certificate

REPORT OF THE AUDITOR.GENERAL ON THE ACCOUNTS OF THE
GOVERNMENT OF KENYA FOR THE YEAR ENDED 30 JUNE 2015

I have audited the financial statements of the Government of Kenya for the year ended
30 June 2015, which are listed in Appendix C in accordance with Section 229(4) of the
Constitution of Kenya and Section 8 of the Public Audit Act, 2003. 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.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of financial
statements in accordance with lnternational Public Sector Accounting Standards
(IPSAS)-Cash Basis and for such 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.

The Management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Sections 4, 5, 6 and 7 of the
Publlc Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 8 of the Public Audit Act,
2003. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutlons (lSSAls). Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial slatements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Government's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the financial statements.
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I believe that the audrt evidence obtained is sufficienl and appropnate lo provide a
basis for my adverse audit opinion.

Basis for Adverse Opinion

Details of the Basis for Adverse Opinion are as per accompanying detarled audrt
reports listed in Appendix C. This includes various material misstatements,
unexplained discrepancies and omission of expenditure from the financial statements.

Adverce Opinion

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion paragraphs, the financial statements listed in Appendix C, do not
present farrly, rn all material respects, the financral position of the Government of
Kenya and its Funds as at 30 June 2015 and of its operatrons for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (IPSAS)-Cash
Basis and do not comply with the Government Frnancial Regulations and Procedures
and Public Finance Management Ad,2012.

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

Nairobi

't5 July 2016
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4. DisclaimerCertificate

REPORT OF THE AUDITOR.GENERAL ON THE ACCOUNTS OF THE
GOVERNMENT OF KENYA FOR THE YEAR ENDED 30 JUNE 2OI5

I have audited the financial statements of the Government of Kenya for the year ended
30 June 2015 which are listed below in accordance with Section 229(4) ot lhe
Constitution of Kenya and Section 8 of the Public Audit Act, 2003.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of financial
statements in accordance with lnternational Public Sector Accounting Standards
(IPSAS)-Cash Basis and for such 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.

The Management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Sections 4, 5, 6 and 7 of the
Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 8 of the Public Audit Act,
2003. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutions (lSSAls). Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtaln audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Government's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the managemenl, as well as
evaluating the overall presentation of the financial statements.
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Because of the matters described in the detailed Report of the financial statements
contarned rn Appendix D, lwas unable to obtain sufficient and appropriate audit
evidence to provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

Details of the Basis for Disclaimer of Opinion are as per the accompanying detailed
audit Report listed in appendrx D This includes various unexplained
dtscrepancies, omissron of expenditure from the Accounts, lack of documentation to
support some of the figures shown in the financial statements listed in Appendix D and
farlure by the Accountrng Officers to provide information and explanatron considered
necessary for the purpose of the audrt.

Disclaimer of Opinion

Because of the srgnificance of the matters described in the Basrs for Disclaimer of
Opinion paragraphs, I have not been able to obtain sufficient and appropriate audit
evidence to provide a basrs for an audit oprnion Accordingly, ldo not express an
opinion on the financial stalements contained in Appendix D

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

Nairobi

'15 July 20'16
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t
APPENDIX A

The following is a list of financial statements for which I expressed an unqualified
opinion as I was provided with sufficient and accurate information and explanations

Mlnistries/ Departments/ Agencies/Commissions

Srn VotG Account

1 120 Kenya Law Reform Commrssion

2 12O Nahonal Cohesron and lntegratron Commrsslon

3 120 Otfice of the Attorney General and Oepartment of Justrce - Official Recerver

4 121 Judges and Magrstrates Vettrng Board

5 122 Ethrcs and Anti-Conuption Commrssron

6 124 Drrector of Pubhc Prosecutons

7 124 Pubhc Trustee

I 126 Regrstrar of Polrtrcal Partres

9 127 Vvitness Protectron Agency

10 1 33 Kenya Citizens and Forergn Natronals Servrce

11 154 State Department of Frsheries

12 2OS Judrcral Servrce Commrssron

1 3 207 Pubhc Servrce Commrssron

14 2OA Salanes and Remuneratlon Commrssron

15 212 Controller of Budget

16 215 lndependent Polrcrng Oversrght Authority

Funds

Sln

1

3

4

5

A

Vote

107

107

115

123

133

't 53

Account

Asiatrc Wdows and Orphans Fund

Contrngencres Fund

Kenya Energy Envrronment & Socral Responsrbrhty Programme Fund

lntelhgence Servrce Development Fund

Government Press Fund

Veterinary Servrces Developmenl Fund
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I

7

8

204

204

Parhamentary Car Loan Scheme Fund

Parlamentary Mortgage Loan Scheme Fund

Revenue Statements

S/n voto Account

1 107 Development Revenue

2 '157 Department of Commerce and Tourtsm- Revenue Ftnanctal Statement

3 206 Commtsston on Revenue Allocatlon
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APPENDIX B

The following is a list of financial statements for which I expressed qualified opinion.
lwas provided with sufficient and appropriate information and explanations and out of
the audit I raised issues which were material but not fundamental.

Consolidated Fund Services

S/n Vote Account

1 107 CFS Pensions and Gratuities

Ministries/ Departments/ Agencies/Commissions

S/n

1

J

4

5

6

7

8

I
10

11

12

13

14

15

16

17

18

19

20

Vote

101

'104

107

108

111

112

114

115

117

'1 19

120

121

123

133

136

140

152

153

Account

The Presidency/State House

Ministry of Defense

The National Treasury

Ministry of Health

Ministry of Lands, Housing &Urban Development

Ministry of lnformation, Communication and Technology

Ministry of Sports, Culture and the Arts

Ministry of Labour, Social Security and Services

Ministry of Energy and Petroleum

Ministry of lndustrialization and Enterprise Development

Ministry of Mining

Otfice of the Attorney General and Department of Justice

Judiciary

National lntelligence Service

Commission for the lmplementation of the Constitution

State Department for lnterior

Ministry of Devolution & Planning - State Department for Devolution

Ministry of Education, Science and Technology-Oept of Science and Technology

Stale Department of Agriculture

state Department of Livestock
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21

22

23

24

25

26

27

28

29

156

157

201

202

203

204

209

210

213

Department of East Afrlc€n Atfalrs

Department of Commerce and Tourlsm

Kenya Nattonal Commlsslon on Human Rlghts

Natonal Land Commlsslon

lndependent Electoral and Boundarles Commlsslon

Parhamentary Servtce Commisston

Teachers Servtce Commtsston

Natonal Police Servtce Commtsston

The Commrsston on Admlnlstratlve Justlce

Account

Asratrc Officers FamllY Fund

European Wdows and OrPhans Fund

Crvrl Servant Houslng Fund

Kenya Slum Upgradlng, low Cost Houslng and lnfrastructure Trust Fund

Petroleum DeveloPment LevY Fund

Petroleum Tratntng Fund

Revenue Statements

Sln Votc Account

1 107 Recurrent Revenue

2 112 Mtntstry of lnformatlon, Communlcatlon and Technology- Statement of Revenue

3 120 office of the Attorney General and oepartment of Justlce- Revenue Flnanclal statement

4 121 Judlciary- Revenue Flnanclal Statement

5 133 State Department for lnterlor - Statement of Revenue

6l54StateoepartmentofFlshenes-RevenueStatementHead000000-156FlshingRights

Other Statoments

Sln Votr Account

1 107 Statement of outstandlng Loans

Funds

S/n Vote

1 ',t07

2 107

3 111

4 111

5 115

6 115
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7

8

I
'10

11

12

13

14

126

136

136

136

144

144

152

152

Political PartiGs Fund

Natlonal Humanitarian Fund

National Youth Service -lvlechanical and Transport Fund

Women Enterprise Fund

Mechanlcal and Transport Fund

Railway Development Levy Fund

Agricultural lnformation Resource Cenbe Revolving Fund

Demonstration Farms Fund

l
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APPENDIX C

The following is a list of financial statements for which I expressed an

adverse opinron due to materials misstatements'

Consolidated Fund Services

S/n VotG Account_11o7CFs-SalarlesAllowances&Mrscservrces-StatementofExpendlture

Minietries/ Departments, Agencies/Commissions

S'N

1

2

J

4

E

b

7

Votc

105

139

143

144

145

146

214

Account

Mrnrstry of Forergn Affalrs

Mrnrstry of Educatlon, Sclence and Technology-Dept of Educatron

Mrnrstry of Transport and lnfrastructure-State Department of lnfrastruclure

Mrnrstry of Transport and lnfrastructure-Slate Department of TransPort

Department of Envlronment and Natural Resources

Department of Water and lrngaton

Natronal Gender and Equahty Commlsslon

Account

Petroleum DeveloPment LevY Fund

Pnson Farms Revolvlng Fund

Provrdent Fund

Strategtc Graln Reserve Trust Fund

Treasury Matn Clearance Fund

Account

Statement of Expendrture-Subscrlptions to lnternatlonal Organizatlons

Statement of lnvestments by the Cablnet Secrelary/Natlonal Treasury tn Vartous

Companres

CFS - Publrc Debt

Funds
S/n

1

2

a

4

5

Vote

107

134

'l07

152

107

Statements
SIn Vote

1 107

2 107

3 107
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4

Revenue
S/n

1

2

't07 Statement of Outstanding Obligations guaranteed by GOK

Account

Pension Department- Statement of Revenue

State Department for Coordination-Revenue statement

Vote

107

134
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The following is a list of financial statements for which I was unable to express an

opinion due io lack of sufficient and accurate information and explanations'

APPENDIX D

lssues and Roceipts into Consolidated Fund Services
Account

National Exchequer Account

Account

Government Clearing Agency Fund

Kenya Local Loans Support Fund

Rural Enterprise Fund

Agricultural Settlement Fund Trust

Stores and Service Fund

Prisons lndustries Fund

Account

Ministry of Lands, Housing &Urban Oevelopment-Revenue Statement

Truth Justice and Reconciliation Commission

State Department for Coordination of National Government

Ministry of Devolution & Planning - State Department for Planning

S/n

Funds
S/n

1

2

,l

4

6

Vote

107

Vote

107

107

107

111

111

134

Statements
S/n Voto

1 111

2 120

3 134

4 135
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Appendlx l: Unsupported. Expenditure

Mlnlitry nemarkr

R.t.
p.raar.ph

ln thc
detrllad
rcPort

108 Ministry of Health 402,025,962
Propraety of the expenditure of Kshr.402,o25,962.00 for
the year ended 30 June 2015 could nol be confirmed.

99 &100

111 Minlstry of [-anda, Houlhg &urban Development 7,327,743 Pro<orement of fuelnot supported 107

111 Minirtrv of Lands, Houslne &Urban Development 482,983,856
Supplies BIanch Suspense and PMG Aacounls Lrebit and

Credit Balenaes whore 5upponinB schedules were not
availed for audit review.

117

111 Minlstry of Lands, HouslnS &Urban Development 844,003,800
Supplles Branch Suspense and PMG AccounB Debit and

Credat Balances whose rupponinB schedules were not
avalled for audit review.

137

112
Minlstry of lnformation, Communication and

Technoloay
28,218,313 Proprieo ofthe expendilure would not be confirmed L48_2

113 Mihiltry ofSports, Culture and the Arts 83,844,527

(ilTransfer to Minaitry - No documentary €vadence was
provided to suppon the lransfer and account fo( the
utiliration of the funds.

154

113 Minlstry ofSports, Culture and the Arts 10,538,221
{ii)Subscription to lnternationalOrSaniEtionr ' The li5t of
these orSanirations toSether with the information
receipts have not been provided for audit verification.

15S

Mini5try ofSports, Culture and the Art! 42,979,650

(iii) Disbursement to Sport orBanirations - Oisbursement

made to rome orSanirations whlch a had nol complied

wlth the SporB Act 2013.

r56

113 Minirtry ofSports, Culture and the Arts 13,945,900

(iv) Oisbursement to the KNsC - Fu.ther,disbursements of
l(enya National SportsCouncil totalling
X9hs.13,946,900.00 were not supported by payment

voschers.

156

1l:t Mrnistry of Sports, Culture and the Arts 83,485,537

(v)MOU with FEBACI'Althou8h the amount dlsbur5ed
has been rellected in the privately audited flnancial

stateftenB of FEPACI as at 30 June 2015, in the absence

of itemized budget and expenditure returns to the
Ministry, utilization and accountability of the funds could

not be aonflrmed.

163

114 Ministry of [rbour, So.ialSecuritv and Services 16,539.958
(ii)Leese a8reements - No lease aS.eementr p.ovided for

168

114 Minirtry of labour, SocialSecurity and Services 8,959,195
(iai) kreSui.r and lnconrttent salary 199 omcers earnrnB

salary beyound their cadre
169.1

114 Manislry of Labour, SocialSecurity and Services 15,180,870 (l)Unsupported expenditure 712.4

115 Ministrv of [nerry and Petroleum 7,800,000 Unsupported impre5t 191

120
Oflice of the Attorney General and Depanment of
lustice

300,000,m0

The strtement of receipb and paymentr .eflects
proceeds from domestic and foreiAn arants of
Xshs.300,000,000 as at 30 June 2015. lt wa5 alleSed the
donor agencies paid the fund! direatly to re(iplent
proiect5/programs and the expenditure incurred thereon

in form of Research, Studies, Project P.eparatlon, DerBn

and Supervlsion. However, no supportinS documentation
has been provided for audlt review to confirm th€
amount received and spent by the offiae of the Attorney-
General end Department of rustice

210
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net.
parrSr.ph

ln the
detalled

RemarkrMinl,try

221

DurinSlhe year under review, th€ United Nations

Development ProSramme (UNDp) e ended financial

support towardt retormt in the Judiciary to the tune of

Krhs.47,m7,198 Examination of relevant documents

revealed that JudiciarY as the imPlementing partner in

th€ iudiciary Transformation SoPpon Prorect onlY

p.epares finanaial requeits for tp€cified functionr which

are paid for by the financing panner. The impl€mentint

partner does not maintain the aashbool and does not

prepate the payment vouchers for any exPendilure

incurred.

47.@1,194121 Judiciary

241.4
The mon€y wa5 transferred to the MinistrY

Housina and Urban Development but the transfer had
of [ands,

not been su

2,151,010,210135
Ministry ol Devolution & Plannin8 - State

Oepartment for PlanninB

305The proprlety olthe compensation to emp loyees

nditue could not be confkmed38,342,978139
0e of Education
Ministry of Education, Science and TechnologY_

328.1Th€ Propri€ty of the expenditure could not be confirmed3,744,022Ministry of Education, Science and TechoolotY'

oept ol science and TechnologY140

328.2The propriety ot the erpendlture aould not be confirmed14L,997140
Ministry of Education, Science.nd TechnoloBY-

Oept of Scienae and Technology

379Peyment in development vote for vrhich t

documents .nt vouchers5U
4,28/,4@

Oepartment of Trans rt
Mini5try ol Transport and lnf rastructure_State

144

401.3
nditure

Un-supporled Comp€nsatlon of tmploYees over_
37,603,113Department ol Water and lrriSation145

411.1Procurement of Seed potato_Propaiety ofthe
ditur€r could not be contkmed25,000,000152 Stete DePartment ol ASricuhure

411.1
Procurement of Certified seed,breedinB stoEk an

animals-Proprietv of the expenditures could not be

d Uve

confirmed
300,000.000State Depanment of aSricuhure152

411.3Purch.se aod transponation or subsidized feniliaer -

Proprietv of the erpenditure! aould not be aonfirmed2.129,124557State Department of ABriculture152

412Eulkins of traditionl high value lorphaned) croPl _

ProprietY ofthe erpenditure! colld nol be confirmed30,095,000State D€panment ot ABriculture152

413Purchase o, Techno Tablets _ Proprietv of the erpen diture

could not b€ confirmed5,584,025State Depanment ol Atri(ulture152

449I. a* of supportinS alocuments to the payment vouche1554.790,890Department ol tast African Affairs156

453
l-ack of supportinS ETR and olher approval do'umentss2,887,840156 Oepartment of Eatt African Alfaiti

475

Examination of Communication'5 payment re

indlaate that amounts totaling Krhs.79,501,127 00 wa5

paid to various travelcomPanies withoui supponing

cord5

79,501,127Parliamentary S€rviae Commlssion204

442.2nt of Rentrted paUntu54,370,615Natiooal Police Seryice Commis,lon210

488

Contract for refurbiahment and partatloning works io the

Commission's Om(ei at Headquarters, Nakuru and

(asumu otficer 'ProprietY of the expenditure could not be

ronlirm€d. value for moneY nol obt.ined

9,750,626National Gende, and Equality Commission)14

7 ?2t,277,25O

T

rl

I
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Appendlx ll - V.lu. for Mon.y Audlt Obscrv.tlons/Effectlvenesg

101 88,8)6t96 lrrqul.r prymanr ro a aonra(to. a6

104 145,3tt,994 89

95r,t54,05o
Coot,.rt for com!|.!ro. ol l'14 M.(icdQu.nc6. Grl8il

v.lu. lo. monly.ot obte'n.d !t0 2

l0r 650,000.000 0

lrr!t!l:, purch.rc ol oflicc in x.mp.l..t 196,500.m0) rnrt..d
ol s2,t@,000 95

107 Th. N.llon.lTre.i!.y 349,E59,076

R.p.ym.nt ol6vt 3u.rrnt.!d lo.. in r!l.r..cc tcn-R!tr
Chcmi!.| f..til[cr ComD.nv,. n.oi..t whrch didnot rrlc olf :t9

107 Ih. N.non.lTrcrsury 50.0@.000

Un.tpl.rn.d Er.t.qus lrru! lo Europc.n Widowr.nd
Orpn.n! P.nrion &h.m. rund. 55

lla Mr.irlrr ol L.bour,5o(l.l !.cuntv.nd S.rrc.! tr80,@0,000
O.l.y an.omdabo olco.itructlor Mrtt du. to
lmpl. !.tatiotr ol Burld.,r ro.t! h Oh.t.! t15-\n

117 Mr.i.try ol lndurtrldi.!tio. 220,691,48' Lor3 o, Cllrc .qulrfl.nt and t@lr.t r(lio 196

117 Mrnrlry ol rndusrr:lrr.tio. :nd E.tcrorlr. Dlvaloom.nt 414.899.0@

Faalur!ro inri.ll ..d rommltsion Tcrtit!.nd Lc.th., worllnB
197 :l

119 102,Ea6,435 D€lryr ln comml$ionlfl of Mini5iry L.bor.tory 20E

121 20,t33,210 lntolnpl.t. .orrlrurtaotr worr.r .l arol L.w Court, 225.1

121 69_810.141

Qulstionablc awrrd oftend.r lor conitluction .nd
,.forblrhme.t of Eldamr. Rrvln. L.e co!.ts 725.2

111 34,670,41t

k.kameSa L.w CourB - poribl. lrtrsar ron ch.rs.r for
cont!etld aw.rd ol t.nd.r 225 I

111 116,458,059

M.voko Law Counr. Cost l..ur!d to prllabric.te cont.lneri
lor u5. byth.court. No .vld.nce of roud !sin6 th. containeB
for th. lnt.ndld porrorer 225.4

12S Commrr'onlor lmpl.m.nt.tionolth.conrr'rutron 9.200.000

Amount thc Commiriio. Ir.tul.rly p.d ro th.ruppli€r and

which h.3 not b.c. r.rov.r.d to d.t. 71t )
r!3 St.r. D?Oarim.nt ol lntcnor 3,'r94,4t9.4m rr,etul.r Aw.rd ol contract 243.5
rl3 5t.r. O.p..lm.nt o{ lnt.rror 370,879,t@ |rrcaul.r aw.rd olcontr.d ro rcr.t.rl romDr.i.! 244

l!3 Slatc OaOirtmanl oi lnt.rlor 133.052.500

PaJ3porlr Bru.d to fo.ai3. Citlrc.t by lmmitr.tlon
O@..tm.^l bsr not rcrordcd no, Oroduc.d lor .udir

246

r33 sr.r? 0.r.rlDcnr of htcrlo, 600.0@.000

An.dd(lon.l prym.nr byih! Mrderryto. th. r{,(h.reot
l.nd.nd hou!.t lor th.Gcn...l5.M.. Un( eh'(h h.r nor

741

r!3 St.rc D.p.nm.nt ot rdr.rior 14,@4,6m
An ollic.r ear lft4ule,ly nomrn.t.d to tr.r..r p o! blt lare,
dlrcontin!.d Ior ln.bdrty ta8

1tl 5t.r. O.p..tm.nt ol l.r.fiot I'1.004,6m

moneylolr th,ouah tr.gul.r n.'ni.t ol. pllot who wrr l.t!r
2aa

1tl sr.t! D.p.nm.nt ol ht..ior 5,487,750

Co.ttr!dlo. a.d tc.h.tilit.tion ol no.rlrrd!nnrl ,nd
,.sidcntlrl brJildinar, Nrrol Nonh Ol5lrict Tr. urv. I50

tlL Sr.r. Orpartm.nt lor Coordin!ton ol N.r'on.l 6overnmc.t 95.7t8.296

amoonl rpc.t $.rl on boa.r r,o|ealel xc.va lrlront
S.tui(.*.rv.lu.rormon.y.ouldnotb.lrpl.ln.d 2Sa

1it4 Stit€ oco.rtm€nt to. coordin.rion ofNrtlon.l Gov.,.me 62,512,859

torr anelnt lrod ov.r p tl.6 ol rtor.r .r rh. l.ny. P.lt6nt
,6r

rl9 strt! o.r.rtm..t o, Pl.nnl.r 7,11!,412

Stallld p.ol.ct.Thr moncvw.s p.idto r Conr,.ltor tor rh.
ro.!trucrlon of narr.t NatlonilYouth s..ecr, vo(itro.al
Ir.rnlnt hrtrtut. but lhc wor* w.r.b.ndon?d.t lh.

2E0 3

135 5t!r! 0.o.rtm..t of Pl.nninr 255,862,190

Amount(lalm.d to h.v. b.en dl3bu6.dbV tn. mhrrny bul
n.ver rec.lved bV lh. S.ml-Aotonomoo3 Gov.r.m cnt

247

139 St.t. D.p.rto.nt of Educrtlon 1E,956,912

Un.c.ou.t.d fo. rcnl whorc duplcltcl.vo!cr w.r.ilt!.hcd
to th.paym.nt vouchcri srth no cxplrnrtlon o. rh.
wh.r.abouti of th. orkln.l l.volc$. t1l

119 stat. D.oi trncnt of Educrtlo. 22.'t:t7,0r1

P.Vmtnti 16.ro.tracror by M.weto lnrtltrJt.lo, a prolftt
b.aan on 22.d oclcmb..20(B fo, . proia.t which rr.llcd 5o9i

midwsvwhil.lh. conlrado, o.vft.nr rt 90X. 337 1

1!9 srar. oco.rtmcnr of aduc.tlon 9,754,135

Sinitatloa ind S.e..at.{o.1, conk.rr ar X6iw.lc(hnrc.l
T,.inm8 lnrtitli. wh.rc89.2Xofthe paym.nB h:ve be.
mrd. butti.onrr.ct rl rr lln rnlti.l't.a!r 3ao 1

119 star. o.prnfr€nt ol Edu..non 5,5lt,6ao
wat.r haNciti^t protc(t.r (riw. T.ch.rc.l T,.rnrn! ln(nut.
wh.r. th?.rp..dltur. could nor b. prop..ly iccountcd lor 3a0.2

I
I

I
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139
9,na,62

Connru.tion ot. tuhirrn bloct phrt€ ll p.o,a(t.t liiiw'
€(hni..l lr.lnl6! lnstllot! wh.,. lh! contrxto, w.t ov'rptid

b, r3hr 3,27!,(,51.95 wnib . mobilt.llon ta. ol (rht
t40 3

1t9 5rar. 5a7,&p

*.lr bt lh. lln.nc. otrk.r .l tlrl*.
h rolld not b. .t.ounlad for

ontr.u.tlon of lnttlruilon.l m.n.8.m!nt
kiEh.n .nn.r tn *hkh lt w.i.ot poerlbl. to Erl.bllth lh!
n.ture.nd termr oflhe contr..r b.(.!3c documtntt w're

not.v.lled fo, xtdit rer!*

t40 a

342
139

27s,000,000

139 223,000,000

.ppll.d ttlrnc. l.bor.tort .t tldorct

Polytlchni( ln ,hirh tn. .o.tt.tl v.ri.tlontould not b'
143

139
12,698,840

Unsitn.d rch.dul.r Purporiedto hw. b.an
34a

119
24.647,075

contrctfundsforconttructlonolmultl'complsxhillalRwik'
whl.h could nol be lccountedfor lla5 1

139
s32,999,997

D.v€lopment erP.ndlturs at Mur.nl. T

rhr.h.ould nor b..ccountcd for

1!9
'r.t. 

Dr 239,705,045

Fun(t3 r.l..te.l to Mur.nla T..hnlc.l Tr.i.i.t lnttllute lo'
ion of lob.r optk c.bl. to TlvEi hnutllullonr when

rh.ro ir no cvld.nc. of 353

t4l m..i ol lnlr.rlru.tur. 42,7r5,0E4

NuialorY.rp.ndhur. p.rd lor lnprov€m.nl

io.d Da82 371

5r.te 22,s89,2@

P.ym.nt for tupplY ol (ompulerr .nd r.l
rcurd mt b. connrmd. la4

ta5 lor t.vironm.tr!.nd N.tu,.l Rleour.€r 169,500,014

lro(um.nt' to conf',h d.liv.rl ol rervic.t nol ProvitLd lor

iub<onlr.(ted *orb glrt.inina tupplY, drllv.rY. lntt.ll.lion

.od commir1lonint ol lntclr.t.d Mctrolotlcal coll.d6n
395 1

ta5 .vironmcnr rnd rl.tu,.l RltourtEi tt,5rt8,a99

lr.elula, Pto.u,.ment.nd 9:ym.nt
o.Ll Co!.ty Offlta bY ih. MdroloEr.l Osp.nm.nr - tmb!

399 2

145 m.nr l.r Cnvi,onm!.l.nd N.l!t.l ierolrtet 13,543,872 .rrrd lor r.nd.r to .otrrrru.t iso t9s.l

l4s onm.nr and N.tu,.l nltourt.t 27,7@,t62

Entin..r'r r.ponh) or ..n fic.l.t not provi

rompldlon ol t..ciq Proie(t3.1 vrtious m.trololE'l r€oice
395.5

145 .ntlortnUronm.nt.ndN:turllRelou,r.t 3!,925,5&

unronflrmd d€liv€rY ol tc.dliiar

Aw.rd ol Conir.rt lo 3

Anount l6t thror,th ,,.tul.t P.ocur.m.n!

!q5 7

125,E50,000
192 5rrt.

5rar. D
125,E50,000

152

152
7,712,05t,6-r0

.ott of obsolste ind unlit ltocl of m.ke hcld.l Ya'lolr
n.l C.r..l3 and P,oduc! Soard 415 \

t\7 stare 0 dm.ni ot comhar.! .nd Touri!m 5@,000,0@

propaety End let!litY of exp€ndllur. on ronstru
463

20! .l rnd sound.rie3 commlttion 1,655,113,911

5upply, oll,v€ry, hnrtl.tio., Co.lltur.tion,Tr.lnh8, Tcttlng

I tlxtroni( volet ld.ntlfic.tion O.vlte, 468.r

20t .nr alactoral.ndlound.,i€tComhirllo. 46,495,478

nsponrtlon of El.ciionUnjuriln.d.lc.3r P.vmanl tor lr.

203 .l ..d lo!.darl.t Commbtio. 220,a00,000 ol Prhi.r.shrch wer. nol a68 6

203 r.l r.d Bou.tLrl!t Commrtrion 9,437,65E

v.lu.6I aa 8vi lltr .nd 6!6cr.tor lto
459 :l

14./ta9,691,61

I
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Appendh lll: P.ndln! Blll3

101 Th. P..!d.ncy/5t.t. Hola 949,634.6a9 ti. p...rc.^<, d'., roi p.y p.rdha blll! 87

1ot 4,14r,353,002
It. Mlni ry did nor provid! d.hil. ol D.v..r ol p.ndln,

91

632,t31,850
rhc Mdurrydid nor knl.th.ebrlh hit..d th.vw.rc

104 1.4rt.83q283
llll p.yrE t ol th. p.ndr.a brllt .ould h.E atsltcd ro .
&lkh ol k$rJ,869,623.142 in rhc r[r.D..r ot....iFrt 101

108 !,367.825,286
Follp.yfrlnt of r.ndlna blllr - r..ur.nl tould h.v.
reull.d lo . dcfi.rt ol tult 4,869,515.11t1in lh. !t t.m..t
ol re.iotr $d o.vn.ntr{.EloDnlnr.

101

llr Mn ry ol l,rn&, Hourlna
!,704,994,72!

ll.d rh. billtb... p.rd !h. rE.ipr & p.yn.hrrc@ldh.@
.hown. d.6.it inrr..dotrh. turplu! thown

119

l1! M'nd.y ol spotu, alhurc..d
63I,0/r5,720

rl.d th. blllr bcc. p.id .6d th. .rp.ndit!r. .h.ra.d to th.
reovnrt lq 6....i.1 F.r ,ol4/2or!, th. rr.hncnr ot
r.c.rp$.nd p.ym.ntr lo. th. F.r would h.E r.i.<r.d.
dcicitolK3ht.805,940.589,0Oin5t .d ol.1.0ctol
l(.hr.171,894869.m now rnown,.Frt t.oh dl*o.tlna th!
buda.l .llc.tion lor tin.ncl.l y..r 2015/2016,

15r

114
Minirt.y ol Lrbo!., !*i.l

297.578,490

H.d rh..tp nolurc b... ,.id ,nd c|rtlad in li..@.|
n.r.fr.nL, th. nlninry w@ld h.E r.. d.rl . ..dG.d
und...rFndltlr. ol (rhr.45r.rl3,5la.9o rnd.ot
(!h.8la-186,345

t57

114
Minr.rry ol L.bou.. Sair I

64.869,yIO
Th. nhnry dld nol Ern.lh.r. bill3 dunnr rh. y... th.y
r.l.r. bur rnnc.d rh.y*.r. orri.d lotu.rrl.

t5l

Mhitrry ol lndostri.lD.tlon..d
Ent..Fris O.v.lopm.nt

20,569,!76

H.dth! bill.b.!. p.rd.nd.h.rt.d rolh. A/C, rh!
thrnct.l rr.r.m.rti woud hava r.n.ct.d .n .rc.t3 in
.ro..dliur. ot Xrh, 56,285,371 l.tt..d o, th.

'-h3.35,716.995 
noe rhown.

194

119

R..!d..r .ad Occlop ..t . a.nu.! ro *nl! bilB rh ihc
F.r to ehich th.y r.l.t. dlr.o,E th. ...@nr ld th.t
F.r .nd .dv.6.ly .fl.ctr th. budt.tfiy ,rovlr6. lo. rh.
tobaqu.nt lin.ncl.l v... to whi.h lhcyh.v. to b.

t?0
ofic. ol th. Attom.y GEm[l
.nd O.D.nh.nr o( Jcnk.

It. p.ndin| birlr tor th! lin...i.l F.r 2ol/r/2o1s
.mdnt.d to 13h.,204,45o.a,a4.00 @r ol which
(.hr. ta.l lt,a39 r.h.l6.d qr.ld r..r th. th. dl:udn.nd
13 lll.lero dirton th. 2O!5/t016 b!dr.t,

l1!

OLB ol rh. Atlo@y G.n...l
lnd o.9.rln.nr of lqlnc.

r6,122500

Dsrinalh. pr.vlo!. in..cl.ly..r.nd.d !0 Ju.201zl. th.
otfi.. ol rh. And.!y<!n.r.l .nd D.D.nm.nr ollusnc.
dkr4d p.ndrha Ullr.m@^thr ro Irht 17.060,901 ag.

Hd4r, thit fituE w.. !^&r.Er.d bl
l!hr.16,122,500,00ot oth.. pcndina Ullt th.r w.r. nor
dlr.l.r.d .nd .oppo^.d .nd h.v. iub3.eu.nrly b..n p.ld

rtt

tIa Di.dor ol ,!6lk Pror.lrlar 25,1ra,7r'

lh. olte h.i p.ndina brlliol
(!hr.25171,752.95(l0ra:xthr.r,196,rt0rll.i.l 30 Ju^.
2015.t.itr.t! rr.fdr oi
16hr.6,647,139{2014:1.sht.5,593,75r1

taa

!ur. oGt.am^r ld r.r.rror 5,070,255,15!
H.d rh. blllrb..n p.'d,rh. n.r 3u.plqr lor rh. |!.r would
h.E rcdE.d ftn |rht.260. t 19,mO ..pon.d in th.
lin.nci.l it.r.@ni', rnro. rLficit ol (!r. 4,a10,136.15i.m

l!4 Coordin.tion of N.llon.l 2,14!,539.800
H..dqu.d..r -F.llur. to p.y lh. bllk w[tu lh. tln.nci.l

167



1a5

Mlnill.l ol o.volution &

Pl.nnlna - 5I.r. D.P.am.nr lor ,,261.075.350

P.ndint billt .molnlrnt to rth! r,261,075 150 w.t. .or
*nbd dlrina th. yr... Hld !h. brlB b..n ,.id .nd rt!
.rFndir!.. clEry.d ro rh. i.rEi.l rxt n.nt ol

2014/2015, !h. n.t.m!^t ol r.erpt!.nd p'vo'nl3 ior !n!
. would h.v. r.1l.ci.d.n in ..sd &ncir ol

r(!hr.7,473,895,922 inrt..d 6l ih. t!h3,212,819,5'2 now

r.i.sl.d. t.rlur. to$nh rh. billt dlrha rh. Y..rlo,hkh
th.y r.l.r. rt$onr rh. fin mLl rEt m.lt ld th't v'rt
.hd .d.raly .ft..tt lh. Pio{6ion! ol rn! tubtq@nl vrtt
wnEh lh.v h.v. to b..h.4.d

285

136

Mrnhtryol O.volullon &

Fl.nnha - !trt.oGP..tturt lor ,,028,5!8103

TL lor.l b..dini t llr .n@.t.d to t!.hr.!,028,5!a,103

.nd hrd rh.y h..n Fid .nd th. .rFndlr(. Ght'a'd !o

tur.tunr ol r.c.iett .nd p.vmcntt in th. 2014/201s

fin.nci.l y..r, th. rt.t.m.^r soeld h.v. r.fl'<t'd'o
!rc.$ vor. {&lklt)ol xrhr.2,929,909,33:' lntt..il ot th.
xthr.9a,72!,77otutplui 

^ow 
thogin. trilur! ro enL rh'

o.ndina bilB du.ina lh. Y.tt to *hkh lllt r.Lt"linoit!
h. FS fot !h. Frt .nd .d/!rlrY .t .ctt rh. ptovi.iotu 

"rn. tuB.q4nlY..r towh'ch rh.vwould b. 'h"a'd

792

139

Mhlnry ot EdErion, Sci.no
rnd lGtr.oloiv-0.p1 ol !,1!4,a5. Th. pror,atY could .or b. Gon l,md t14

14t'

Mintrtryot tdudton. 5.'.^4
.nd l..hnoloiY-olpl ot !4i1..! 795,019,111

Hrdrh. r.ndina bltlr b..n in.lud.d th. n.t.@ht o'l

r.t.lpt! ..d t.Yn.fitt would h.E r.ll.cl.d' ikncir ol

(rht.792,01!,045 tp.^dina billtl

!25

Mr.rtrrY or €da.raon, 5.'.n(.
.nd l6h@loafD.Pr ol ScEnc. !.996,151 hym..r! ls rork.rr et qlirmd. 326

143

MinrrrvolTBnrPorlrhd
rhk.nru.rur.-st t. h9rrmnt 5r,55l.tru)

un-drclold p.hdi.a billt ' ElLcr on nmn.itl rbr.n.nrt
r.dwtro. i. u.d.r .rr.ndlr!r..

laa
MrnirrryollnNpon t.d
lnk.rnudor..st.l. &p.r6cnr a0,155.963

u.ii*l@d o.ndnt brllt' Eff.c! on llh.*irl.l.r!m'nB it

r.d!dion in und..{rP.ndilur.-
174.2

Minntry ol Tr. ntport .nd
ln{r.tr6r0r..st t D.p.nmcnt 2,aoa,uB,255

J80

1zr5
ocp.^m.nr o, En$onm.^r.nd 5r,a2a,szr

BllL .@nli.a ro ltit.4lo,5r6,@6 .h.{..b& to bolh

rElr.nt.nd dlv.locmcnt eotlt fo, th. lnini*ry 
'3 'r 'o

2015w.r. nor P.dh th! V..r2014/2015 bulw'r'
i^Ir.dorricd iorw..d to 2015/2016. H.d lhor. bill! b"n
p.r, rnd.rc.n.lh!,t ch.[.d, th. tt l.mnr ol rtc'iprr
.nd p.t'n nr3 will hN...ticct.d. hthd &ft't oI

rrh3-4:10,t66r72.

in

145
D.p. m.nt ot E.vironm..t.nd t67,141,46 389

145
D.9.rim.nr otW.l.r.nd 28,499,619

H.d rh.6ll b..n P.ld.nd ch.(.d ro

rbr.mlnr o, E.ipr .nd .tp.n [tur.Polrd h'* ttfit'r'd
4d6.d turPllr ol (th! 4!a,1 66,63a ..d not

D.prnh.nl ol w.r...^d 106.106.673
405

r5I 5r.t! o.p.nm.nt ol At.Eulrur. !1,929.067

Frllur. to cnl. lilb 6 lh. Y!.r lo *
.inon! th! &count. to. rh.t Y!.r ..d .dv.&lY tll'dt
tlE bs4.t ior tn. tubrqulnr v..r ro whkh rhtv h'v' to

1t1

r5! 5!.r. o.P.nm.nl ol Aat(lrtuE a,56!,9a1,t49

F.lhr. to +tL billi in th. F.. to *
drnotu th. .@u^t to. lh.r v..r .nd .ds&lY 'lt"tr
rh. boda.r lor th. lubxq4nl vi.r. ro thth rt't hrE to

lll !Er. &D.nmcnl ol LGrr4l I59.636,578

F.il!r. to !.ttl. bilk Io tn. v..rto*hEh th.v t'l't'
dlrtorB th. fin.ncl.l tt.t.hr.r! lor th. v.'r 

'nd 'dv'tr'lv
.tLctt rh. bldt.r.rY prdislon lo. lh. rlbrqE l v"t to

*h*h rh.Y h.E lo b. ch.rl.d.

to5



R.t

u6 O.plnmnt ol Eln 
^lnt.n 29,@,@'

n d th..xr.nrltrrc b..n p.ld.nd ci.{.d, rt f6.ncLl
rt tlmcnt vddd h.E rcn d.d. d.flcti ol
loh.-32,!t0,662 .hd iot. iurrlu.oi (lhr.3p34,22i iow

116
OGFncnr of tun Alrk n

t554,841

157
O.p.rth.trt of <6.nD.rr. ..d

90.t54.154 un lrrort.d !.6dq brll, p.rd

201
k n!. l{.tlonrl Commlnlon on

1.A1t,A@

Frlls.. ro r.tth bllb hrlt y.rr lou,nEh $., r!hl.
dho.t th! r..r!nlt for $.t y... r.d ..le.r$lr .,Lcr.
tha but.l.ry proltliofi for th. rub..qu.nt y..r to whl.h
tilv h.v. G b..h..r.d,

466

203
l.d.p.nd6l lLctor.l.nd
6ound.n.r Conmlttls 1,3OtB1i,llB

tu. dlllr.nc. ct..t d pcn.8{a bl[r h ffftan r.iot
,!G.16d Ulr p.nrlitt Ull, .mornt d ro
Xrh!l!25!6,!tr.:1 lnrt!.d ot xttu.lrlo,181.106.57
rlDon.d h th. ffdBl.l rt t h.nB lor ti. Eal6!. ar.
rG3!t, !h..c.un.y d v.lldlry ol lho r.tonld Xf!rc ol
p.ntllnt billtln th. flnhdr I drt.h.nit could rcr bG

204 6,rsa5ltr

El|mrnltloo ol ?6dnt Olh rclc.h ti.r Hlh roull.r
Xtni,6.lStrilo yq. dBt ndnt .. .t lue 20t5. 8..1 tlt.
blll. !..n o.ld, thc ri.rcii. ol r.(.lrB .nd 9.rft.dr
@uld h.E mflGt d. b.hn@ c, (rh!16,301577) in.r..d
or l(.hr56,12!,OO iow r.tlocr.d.

175

ito t0,141,098

Ih. Cohh6l h.d p.ndnt bllb ot ld'!.la,t L,gta,oo
rcl.tl,l. to nn nd.l tc.. 2oLl2014. *nkh l'Er*d ro
xttu.rq ral.o'l.@ In thc 6n.nd.l F.r r0!a/2015 by
[ti!.5.t95,110.@, rt.d dE brr[ b..n Enbd, dr.
st.r.m.nt of i...lps .nd P.v6..t! yald h.E cll.cr.d
. N.t D.l1.lt ol x.h.,20, t35,lza.0o hrtcr d ol . N.r tqrrlur
ol l6h!,t470 n@ 3hown.

.t$

ir3.ltll0,.rtl
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Mlnlitry Ramark!

Rcf.
p.r.8raph

ln the
d.t.lled
raporl

105 Mhlstry of Forei8n Affairs 27,717,102
Amount of OutatandinI lmprests which ou8ht to have

bean surrendered by the close of the flnancielyear
96.3

107 The N atlon al T.ee sury 3,750,777
Amount ol Outstandin8 imprests $rhich ought to have

been iurrendered bytha close of the flnanclalyear.
Para 5

108 Mini5t.y of Health 26.818,240
Various offlcers were lssued wlth new imprest before

accoufltlnSlor the prevlous one confrery to
Government Flnanclal ReSulatlons.

Para 9a

Ministry of lnformatlon, Communication and

Technoloiv
208,250

Unrurrendered/rrnaccounted f or imprest brouSht
forward from Year 2013/2014

Patd r49

114 Mlnlstry of Labour, Soclal Securlty and Servlce, 12.089,334
Amount otOulstandlng lmprests which ought to have

been surrendered bvthe clore ol the finana.aly€ar,
170

120
O[flce of the Attorney Ganeralend Depenment of
Justlce

2,113,920

The statement offlnanclal performance u^der use of

8ood3 and rervice5 reflects an expenditure of
Ksh5.25,2 73,845.0O which lncludes an imprert ol
Kshr.2,113,920.0o which was not surrendered or

279

121 ludlclary 3,859,025

lncluded io the impre* and cerh balance of
Krh5.11,803,266 as at 30 June 2015 i, .n amount of
Xrhr.3,859,025 whlch her been outstandln8 tor almort
a year and has not been recovered to date.

223.2

134
State Oepanment fo. Cooidinatlon of Natlonal

Government
3,321,600

Failureto surrended lmprest when due. Balanae not

reroncillng wlth one ln the financlal Jtateftentr
259

135
Mhinry of D€volutlon & PlannrnS - State
Department for PlanninS

6,179,677

Some lmprests have been outstandlng for over sir
months and some employeEs were lSsued wlth more

than on€ imprest prlor !o surrendedng the previously

issu€d imprests contraryto PFM Act and prevaillnS

ftnanclal retulationr-

283

1t6
lrlnlstryof Devolutlon & PlanninS - State
Departrnent f or Devolution

2,369,952

Contrary to flnincial regulations, the outstandinS staff
lmpaesti 5hould have bean surrendered or recovered

on or before 30iune 2015 f.om staff membe.s- Some

of the lmprelt! have been outttandinS for ftore than

one financial year and some employee! have been

Issued wlth more than one imprest before
surrenderinS outstandinS irnp.e5ts,

293

140
Mhl*ry of Educatlon, Sclence and Technolo8y-Oept

of Science and Technoloty
4,477,745

lmprests not accounted for after completion ofthe
ectlvity fo. which the lmp.est war advaflced.

lll.3

145 Department of Environment and Natural R€sources 1.723,617
lmprests not accounted for after aompletion of th€

acttvitv for which the lmorest wa5 advanced,
Fls

146 Department of Water and lrriSat{on L145,524
lmprests not eccounted for after completlon of the

acllvity lor which the lmprest was advanaed.
Fls

1S2 State Oepartment of AEriculture 1.628.404
lmprests not accounted tor after completion of the
adivity for which the tmprest wa5 edvanced,

419

153 State oepartment of Llvestock 1,100,393
lmprests not accounted for after completion of the
adivlty for which the lmprest w!t advan.ed.

Department of East Afrlc.n Affaks 263,456
lmprests not accounted for after completion ofthe
actlvity lor whlch the lmprest wal advanced.

450

Appendix lV: Unsurrendered Temporary lmprests
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n

lct.
P.r.tr.Ph

ln thc
d.r.ll!d

i.m.rtsMlnl.lry

tlslmprasts not accountcd for attlr complatrcn of th!
actrvrty for whlch tha lmprlst was advancld1,126oapartmant of Commarce lnd Tourrsm157

476

A p.yment of Kshs 4,400,570 OO on account of Publlc

lnvastment commrttGc maGtln! was not tupportcd

wlth documentetron rncludlng tha llst of rttend!'s An

offrccr of thc Tlchnrcal Evaluatlon CommrRaa was

rssu.d wlth rmprlst totirln! Kshs 1,057,0m 00 No

documcntary av'danca hrs bacn producld to st/pport

thrt paymant Two )mpr!'t 5urranders oI

(rhs 1462,g0 m and Kshs 795,720 m w!r. not

supportad wlth tha ralevant documantary rvldancl,

hance th! proprratY of thasa paYments could not b€

.onfrrm.d Tha Commls3ron p.ld xshs 1,215,500 0O to

a loc:l compenY rn raspcct of accommod:tlon provrded

to thrrty thrc. (33) N.non.l L.nds Commln..
membars No docrrmantary evrdanca has bean

producad to support tha procurcm€nt aod paYmant

E,931,430zo4 Parllamentary Servlce Commrtsron

11r,553,t15
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l. Overview of National Exchequer Operations

Article 206 of the constitution of Kenya provides for the esrablishment of a consolidated
Fund into which shall be paid all money raised or received by or on behalf of the national
government. As outlined under Section 17 of the PFM Acl, the National Treasury is
responsible for administralion of the Consolidated Fund. The Consolidated Fund is
maintained in an account known as the National Exchequer Account, al th€ Central Bank
of Kenya.

Government revenue is received through persons designated as Receivers of Revenue by
the Cabinet Secretary to rhe Narional Treasury pursuant to Afiicle 209 (l), (2) and (4) of
the Constitution. Receivers of Revenue are responsible for receiving, remitting to the
Exchequer, and accounting for the National government revenue pursuant to section g2
of the Public Finance Management Act 2012. During the FY 2}l4ll5, there were a total
of 10 Receivers of revenue-

Section 78 of the PFM Act has mandated the Kenya Revenue Authority (KRA), as the
collector of national government revenue. Revenue collected by KRA is received by the
Principal Secretary, National Treasury who is the designated Receiver.

An appropriation Act and County Allocation Revenue Act is required to authorize the
withdrawal of funds from the Consolidated Fund. The National Treasury is required to
seek Controller of Budget approval before withdrawing from the National Exchequer
Account to the respective National and County Governm€nt entities' bank acmunts,

Entities that receive funds from the Exchequer Account include National Government
Ministries, Departments and Agencies (MDAs) and County Governments. Ttese entities
are responsiblc for administration of their respective budgets.

Pursuant to Section 83 of the PFM Act, 2012, the National Treasury is responsible for
accounting of the all monias paid into and out of the Exchequer Account. This Saatement
therefore @vers the operations of the National Exchequer Account for the financial year
ended 30th June 2015.

llPanc Or'trri':w
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2. Statement of responsibilities

As the Accounting officer, the Principal Secrctary to the National rreasury is responsible
for the preparation and fair presenration of the statement of Receipts into and out of the
National Exchequer Account and submission to the Auditor-General in accordance witi
the provisions of Section 80 of the Public Finance Management Act, ?Il2 and Section 3
of the Public Audit Act, 2003.

The Principal Secretary to the National Treasury accepts responsibility for the National
Exchequer Account, Statement of Receipts and Issues, which has been preparcd using the
cash basis as prescribed by the Pubtic Sector Accounting Standards Board (pSASB). The
Statement has been extracted from the accounting records maintained by National
Treasury, and the information provided is accurate and complete in all material respects.
The Statement also forms part of the Consolidated Financial Statemenls of the Republic
of Kenya.

In my opinion as the Principal Secrelary at the National Treasury. the National Exchequer
Statement of Receipts and Issues as set out on page 3 to 19 gives a true and fair view of
the National Exchequer Account operations for the period ended 30't June 2015.

I)aie

Signature:

Name: Dr, Kamau EBS
Principa I Secrctery, Netlonal Treasury

I lg'
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3. Statement of Receipts and Issues for the year end 30 June 2015

The notes on pages 5 to 19 form an intcgral part of these financial statements. This staaement has b€en
preparEd, rcviewed and appnrved by the following:

Prepared by: C. K. Kansoso Sigrr po1". 3o.O!. Qo15

Reviewed by: Lucy N. Kariuki Sign: t-,.(- t Dare: Bc,.F{ as(S

opening bolance r62.0t5,13t.90 496,365,fl73t)

Receipts

Tax income 5.2 l,wt,u5,4i1,zo5;t7 893547,719,445.10
Non lax income 5.2 ,10,804,376,558.25 42,79{J,876,550.40

Net domestic borrowing 5.3 292,680,0m,000.m 267,360,0m,000.00

Grants 5.4 10,473,s 10,502.50 11,126,034,282.80

Exlernal borrowing s.5 249 ,233 ,182,495 .55 63,080,692,72A.?5

Totrl Receipts t,594,437,tfi,762.07 t,277,$5322,998.55
Transfers fLom the Exctcquer
National Governrnent Recurrent Anner 3.1 640,352,208,883.00 60t,745,585,437 .95

National Government Development Annex 3.2 270,UO,838,230.W 2:24,355,ffi7,699.W

Consolidated Fund Services Annex 3.3 454,4f{.,4t1,172.N 258,792,27 t,7t5.N
Totsl Nrtlon.l Government 1365,0S9,4sE,2t5.00 1,0E4,t93,45{,851.95
County Governments Annex 3.4 229,336,237,197.N 193J2t6,138,82s.0o

Totrl trsnsferf 1,594,395,695,4E2.00 1,27E,239,fi3,675.95

Excc*s of Roceipts over tranelers dur.lng
the Yerr 2O3,49t,4,E,.n 162,086,r38.90

Clorlng crchbook brlance 5.7 203,491,4fi,n r52,m5,13&m

I )r'\( r'ilrl i, 't

l't r rorl r rrrlt rl
t{ll lr .lrllr ll} l5

N slt'

I'r t iot l r'nrlurI
tl)tlr .lrrrrt llll-l

h'lr.

T

II

I

I

Approved by: B. !vl. Nduncu

Principal Secretary Dr.Kamau Thucce. EBS

Sign

Sign:

D,r.. &.682rtf

te: ttq

-llt,r{c I tu.rn. iul St,rlturror
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4. Summary of budget vs actual performance for the period ended 30th June
2015

The following statement summarizes th€ outturo against budget Further details are provided under annex
2 to this reporl:

Commenlary:

o The lolal revenue for F\ 2lJl4l2Al5 amountcd to KShs 1.594 trillbn comparcd to a budgeted
amount of KShs 1.698 rillion represenring a 95% realisation.

. Out of the collected rcvcnuc, County Govcrnments received l0O% of equitablc share as per
County Revcnue Allocation Act (CARA) of 415.

Howcver an amount of Kshs 72587,196.fi) for West Pokot County relating to FY ?fil3f?ll4 was
disbursed in F\ 2A14/2015 heoce thc differsnce between budget and actuals.

o The debt repayment budgetcd for under the Consolidated Fund Services was also fulty fundcd.

. R€cunent crpenditure budget was fundcd at 9596 while dcvelopment budgct was funded al 767o.

o On overall, the budgttcd issucs from tho Exchequcr Account wcre funded at 95%.

Y

Erch€qlrr ltcdpls:
Tax lncome 5.2 1,050,907,798,049.m t,050,907,798,049.m 1,WL,U5,431,205.77 959b

Non Tax Revenue 5.2 38,259,703,218.m 38,259,703,218.@ N,W4,376,558.25 to1%

Net Domestic Bonowing 5.3 339,813,540,042.00 339,813,540,(x2.00 29e680.m0,0m.m 86%

GranLs 5.4 16,372"345,055.m 1637a345,055.m 10,473510J02.50 u%
Exl,ernal Borrowing 5.5 t46,ZU7,105,741.N 25L597,?Es,U28.N 249 ,233,784495 .55 99%

Exchcquer Tnnrfers:
Nationsl Coveroment
RecuIIent Annex 3.1 625,831,@1,031.00 675,133,495,321.N @Js2.20&883.00 9SVo

National Govcrnocnt
Devclopmcnt Annex 3.2 320,885,760,014.00 35 6,665,895,935.00 270,2.m,838,230.m 't6%

Consolidatcd Fund
Services

Annex 3-3 415,579,48 I ,060.00 436,887,630,136.00 454,466,4tt,t12.A) tu%

County Governments Annex 3.4 229,: 1650,W.N ?29,2616fl,m.@ 229,3X,237,197.N un%

lr,,: ,! | I \n r.il, \ l(( \ 1.,,l I .r,,r.'t, '
l)r 'r, ',,,,,,,,

1,.1. N.lt.

II

I I
l\ I rr t-1 t.

I\\1,'

l(,.,1,/.rl
l\

l0l-l I i

llPrrgc Financiul Slircnlcnr
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National Exchcqucr Accounr, Statemerlts of Receipts and Issucs
For the Financial Ycar cnded 30th Junc 2015

5. SignilicantAccountingPolicies

5.1 Accountingpolicies

r) Besls of przparatlon

The Statcmcnt of Receipts and Paynenls has been preparcd in accordance with thc cash basis of
lntemalional Puhlic Sector Accounting Standard (IPSAS) as prescribcd by the Public Sector Accounting
Standard Board (PSASB) in Kcnya.

b) Repo ng entlty
This repon relates to financial opcrations of lhe Consolidated Fund held in thc National Exchcquer
Account maintained at CBK. The reporting enlity is thc National Treasury.

c) Revenues
Rcvcnues include receipts collcctcd by the receivem of rcvcnuc and deposited in thc Consolidated Fund

Pursuanl to Article 206 of thc Grnstilution of Kenya. This Articlc requires thaL all rcvenue collected by
the Nal.ioral Governmcnt shalt bc deposited in the Consolidated Fund held at the National Exchequcr
Account maintaincd at the Central Bank of Keoya.

The r€ceipts collcctcd iocludc tax collactions by Kcnya Rr:vcnue Authority (KRA), kuns and grans from
devebpment partnen, procccds fnrm domestic loans, and othcr mircellaneous deposits in thc National
Exchequcr hank account.

d) Grents rnd lorns fmm Devel,opment Prrtn€rs
Gmnts and loans received from dcvelopmcnt partncfli are recognized as rcccipts when the funds are
received in the Nalional Exchequer Account.

e) Exchequer Trensfcrs
Exchcquer Transfers relate to apptopriations to votcs based on exchequer re<;uests made by the rcspectivc
votes subject b budgct provisions.'Iho exchequer requ.lsts are received by National Treasury, which
rationalizes the requests based 0n avrilablc balance, consolidatcs thc rcquesls and forwards rhem to
Controller o[ Budget (CoIl) for approval. Onrce the apprroval of CoB is ot tained, the funds are relcascd to
either the recunent or developmenl accnunts of National Government entties or lhc Counly Revenuc
Fund accounts of the Counties. These accounts arc maintaincd at CBK.

The approprialions from the National Treasury are rcgarded as transfers raths than expcnditures. At
consolidation level, these lransfers are nctted ofl against tbe mnesponding trans{crs rcported as having
been received by the rcspcctive votcs and County Governments.

f) Cash end cash equivrlenaj
Cash and cash equivalents comprise cash at hand. bank balancrs, un-surrendered imprests and short term
deposits in money markct. instrumeDtrs.

B) Pr"sentstion Currency
'I'hc linancial statcmcnts are rcF)rtcd in Kenya Shillings, bcing thc currcncy ol Icgal rcndcr in Kcnya.

5lP:rg. Irin,rnrrul Sl nlcrDcnr
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5.2 Tax Income and Non Tax Income Receipts
1'he fitllttwing is an analvsis by rcvcnuc tvpe ol thc rcccipt.\ collcctcd in thc Nalional Exchcquer Accr)unl

Tax lncome
I I lfi)(X) I'axes on Jncomc, Pro[its antl Capital Gains
I I ](XXX) Taxes on Proportl,

I I +{XXX) 'l'axes on Goods and Scrviccs

I t 50000 l'axcs in Intcrnational Trade and Transactirrns
'l-olel Tar lncome

ncome

Othcr Rcvcnue

Fines. Pcnaltics ;rnd liorliilures
Other rcc(,ipls tl,i t:tasslticd I.llscw.hcrc

-5 I 1..105,b.13,199..5

13,2.r 1.979.167.1

449.604,641t,.567.80

2t,,9q3, 179,971.10

1.001,245,.t3 1,205.77

37. r54.624.7q9.05

f,490,q48.629.20
l. l-58,190..1, I 10.0r)

40,80.1.376.55E.25

.1-s 2,9 I 2,-5 88,05 4. 4{)

I 1,-s7.1.866,350.50

1102,3tt].396,.5 15.20

26,677.86tt.525.(X)

E93,5{7,719,d45.10

4l,?6.1,n61 .976.50

t,.l{2.6 t,801 .60

83,.195,772.-1()

42,790,E76,550.rl()

Non Tax
r t6(ux)
1.13(Xno

l.l5(D(I)

l'otal Non-Tax Income

'l'olal Tax and l{on-'I'ax incomc - refer to Anlex I 1,042,0{9,807,76{.02 916J36,595,995.50

5.3 Proceeds from domestic borrowings
'l he prrx;ecds lrttnt sale rtl 'frclsurv I]ills and'frcasury l]onds during thc vear !!cre as summarisetl hckrw

292,680,m0,000.00

.lt .l,r nr' ll[ 5

krlr.
ttt.lrrrr. lt)lf

hslr.

( rrlt l)r..t rillt irxr

I'rcasury Bonds 155.680,{}(I),(Xn.{)()
37.r)tD.(Do,(Xru rX)'l'rcasury Bills (nct

Net proceeds

106,700,0{n,000.{n
160.660.0{D,000.rx)

267J60.000.000.m

rl).ltrrtt llll5
k.h.

ttt ,ltrnt l{llJ
h'lt'l)r'rcriPtirrrr

6ll'] rr, jrri ,rrrr,rl \'r .llrrrl
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5.4 Grants receivd through National Exchequer Accrunt

Thc budget support received from dcvelopment paflncrs is channctled through thc National Exchequer
Acrnunt and is summarized below:

Bll.terrl Ilonors
Government of Denmark (DANIDA) 1,700,676,179.m 906.832.693.00
Covernment of Sweden (SIDA) 858,906,187.00 961,579,998.00
Governmcot of Italy 578,781,278.00 424,000,0m.00
Government of Japan 34,944,961.N 1,168,337,621.00
Covernment of United States (USAID) I 8,500,000.00
United Kingdom (DFID) 2a,670,000.00
Tolrl Grrnts from Bllrterel Donors 3,191.m8,6(}5,00 3,4[9,42{t312.t0

Mullilrterrl llonors
Africao Union Mission in Somalia (AMISON) 3,U2,803,467.9s 4,694,57 |5$.m
Clobal Fund 1,532,823,872.35 1,t36,281,167 .00
Unitcd Nations Dcvclopment Progranmc (UNDP) 62,5t3,224.(n 135.4m,414.m
United Nations Fund for Popularion Activities
(UNFPA) 3,220,000.00 3t,329,232.W

United Nations Environmcntal Programme (UNEP) 6,6m,000.m 6,814,375.m
United Natiolls International Children Education Fund
(UNICEF) 21,266,t90.rn 11,791,000.m

International Fund for Agricultural Devclopment
(rAD) 203,72.,976.Ut 8,589,853.00

lnternational Development Association (lDA) I,491,142,845.30 1,421,612,806.00
A.trican Development Fund r31,819,990.00
Global Environment Trust Fund (cE-rF) 48,310,080.00
Grants from other intcmational organizations I t7,609,321.90 10,003,500.00
Toarl Gmtrls from Mulailrt r.l Donors 728r,70t,t97.fi 7.65.5r3970.20

Grrnd iofel 10.473,510.502.50 u.1260342E2.20

r(t lrtrt l(l lj
h.1,.

l0 lUr{ l0l-l
lr. s lr.ll( \.r'rl)lr,I
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5.5 Pmceeds fiom external borrowings
The following loans amount was receivcd through thc National Exchcquer Account as summariscrt
below:

Note i: Borrowlng from bllsteml gnd multllstcral lenders

The lbllowing is lhc breakdowo of hilateral and mulailateral lender whosc t'unding was received through
thc National Exchequer Aocount.

' &ior year adju$tment relates to loan amounts ceptured in enor in FY 2012,/2013 and adjusted during
$a F"t ml3l2ol4.

SlPagc

Bonowings from bilateral and multilateral lendeF -{ce note
(i) below

j3,764,1s6,459.95 28,432,304,s38.85

Comme rcirl Financing (Euro Bond) - s€e note (ii) below 215,469,626,035.75 34,648,388,180.25

Tolal 24943t,7U,4'5.55 fipw,6yt,7202s

lll lrr rrr lll l5
K.lr.

l(l lllnr:lllJ
N 'lr.l)r.r riptirrrr

Bllelerrl l.enderr
Govemment of Germany 98,533,414.m
Govcrnment of France (AFD) t,292,55t,O34.55 2164,851,750.m

Govcrnment of Japan 1 ,287 ,142155 .W 55,763,523.m
Tolrl bormwlnc ftom bilatsnl lenders 2,579.693.180.55 619.1la.687.00

Muldleterrl Lcnders
International Development Association (lDA) 23.808,995,864.m 15,648,885,0o3.m
European lnvesllrrcnt Bank t,471,373,t48.fi tL 15J,37t.N
Global Fund 897,135,670.m 299,199,663.00
African Devclopment Fund 626,309,588.80 802.063.459.m
lnternational Fund for Agricuttural Development OFAD) 9',26,521,457.75 t,(16.9,269.223.Xt
Prior ycar adjuslmenE' (18,014,867.15)
International Development Association (lDA) - for Kenya
National Safety Program for Results (PFORR) 3,454,t27,541.25

Totrl Grants from Multiletcrrt Donors 3t.ru.46327o.fi 27.813.155.851.E5

Grrnd totrl 33.764.156.459.95 28.432J(x538.E5

l(l .lrrrrr llll5

h.lt.

ltl lrrr(:lll-.1

h 'lrllr rr rrlrlrorr

lri rncixl Stillrn)( nr
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Nota ii: Commefcial Financing @uro Bond)

ln June 2014, the Govcrnment issued a Sovereign Bond (rcfcned to as thc Euro Bond). Thc purpose of
thc bond issuancc was for genera.l budget support including funding of infrastructure projecls and the
repayment of the Syndicated [.oan amounting to US$ 60O million which was ircurred in 2011/12 and was
to mature in August, 2014.
The initial proceeds frum the Sovereign Bond was US$ 2,0m,m0,000.00 (IGhs 174,000,000,000.00).
During the month of Dcccmber 2014, thc Government issued an additional trond (referred to as the Tap
Sale) for US$ 750,000,0m.00 (Kshs 67,8t12,5m,000.00). Thc Ner Procecds from the Tap Sales were US$
815,684,271.00 includiog a premium of US$ 65,684,271.m (Kshs 5,9a5,083,368.00).

Thc nct proceeds ftom the Sovercign Bond and Lhe Tap Sale totalled Kshs 250,118,014,216.00 after
netting off the commissiols, bank charges and raxes. OI this, lkhs 53,201,344,900.00 was applied to
retiring the syndicated loan while Kshs 196,916,669J16.00 (Kshs l62,268,281/fl6.m during FY
Z0l4n0ls and Kshs 34,648,388,1 80.00 during FY A)l3l?{ll4) were paid inro th€ Exchequcr Accounr ro
fund devclopment budget.

The interest ral.c on the five year Sovercign Bond is 5.875 percent and 6.875 percent for tcn year tenor.

The following is the sumruary movement on thc Sovereign &)[d account tbr the financial ycars
21 13 /7O1 4 and 2Ol4 120 I 5:

Oocninc Belrncr tfi.42&;045.UvL20

Proceeds from Sovcreign Bond (USS

2,fln,m),(m) 174.m0,m0.m0.m 174,000.000.0m.00
Tap Sale - facc value of the procecds (US$
750,UD,o([)) 67,8E2,499p99.98 67,882.499.999.98

71)
Premium on issuc of Tap Sale (US$

5.945.0tt3.368.21 5,945,083,368.21
Exchangc gains I,158,833,323.80 1,239,412,781.24 2,3S8,246,105.05

[nterest e{rned 6.659,120.94 14,908,577.20 21,567,698.14

Loss CommisslonE. erDcnces rtrd hxes:
Commissions and ransaclion expenses
deducted at source (87,194,619.m) (22,3t36,652.89\ 009,581,271.89)
Acq)unt setuemcnt charges (13,76L728.32\ (L3,762,7?,8.32)

Fcderal Intersst withheld ( 1,8An,553.55) (4.r74.40t.62',1 (6,038,955.17)

Net Drcc€eds necrlved 175.U5.433272.20 75.04r580.943.8r 250.rr8,01d216.00

The proceeds from Oe Sovercign Bond w€rr
rDolied as follows:

\untr,r \ \lorrrrrr'rrt' r,r'rrr i:lrr ll,rrrrl \ r'ir r crrr[,rl

\lt,.lrrrr-l.l

\.1r.

\ t:rr r rrrlr rl

,rr.1,,,, ri
N'lrt

lll:rl

lr^ .lr r

9lPrrrg tii n:r nt irl Sr.r r rrnr ot
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Payment of Syndicatcd Loan in FY20l3l2014 s3201344,W0.O0 s3201,344,900.m
Transfcr to Exchequer NC inF\zJl3f2074
(directly to Exchequer A,/C) 34,648,38E.180.00 34,648,388,180.00
Transft r to Exchequcr A-/C in FY2O1412O15
(From Special A/C No.1000212764 at CBK) 162,268,281,136.N 162,268,281,136.m

Totrl 34.64tJ$.r80.00 215.$9.62&O36.m 2!i0.1r8.014215.m

Closinr Bahnce 14/,.,428.045.W2.2i

\rrrrrrl:tr'\ \lr,\(lt(nl \,'\(rrr!{r Ji,ilrl
llt lrrrr' l 1

K.lr '

il r. lr"r I i
\'lr. k'1,.

t,tl

NB: A more detailed breakdown o[ the Sover€ign Bond account is ptovided undcr Annex 2.

5.6 Exchequer transfers to voted entities
The summary details of exchequer transfcrs per institution are shown below:

National Government Rexurrent 640,352,208,883.m 601,745,585,437.95

National Government Development 270,240,838,230.U 224,355,9)1,699.trt

National Government CFS 454,46r,411,1't2.W 258,792,211,7 t5.W

CountI q!_vg!n 94rs _ _ 229 237 197.m I

!!s2q1e16ry4_8100 !ptlj!,ffi,676ss:
i

l

825.00

138.90

Sce Anncx 3 for a detailed analyris of the abovc exchequer transfcrs by vote and County

5.7 Closing Balances

The closing balance relates to the cash burk balancc as at 30'i June ml5.

uer cashbook balance 203,49t ,4t8.97

Grrnd totrl

I

I 18.97 16?.@6 r3E.90

\il lr r{ l(lli
1.. .l r.

Itt lUrr, lltll
lr, ' lt.lrt., , ,,,,;, 

'

\. ;rt lll lrr( llll <

h.lr.
\\,rl lll l|l i ](] lJ

l'rlrrl)r'.r r rpti,,rr

l0lPngc Frnuneirl St.rtlrnrnt



National Trea-sury
National Exchequer Account, Statements of Receipts and Issues
For the Financial Year ended 30't June 2()15

Annex l: Detailed Exchequer Receipts

Trxrtion RcceiDts

lncome Tax fnro Individuals (P.A.Y.E) 299.768.071,970.00 279,795 ,651 21s.20 (19,972,420;154.W\

lncome Tax from Corporations 240,051,125,152.00 228;185246,2J4.52 (t 1,265,878,897.48)

Refulldg (30o.m0,m0.00) 300.000,000.00

lmmovable ProDtrty 743.805,140.00 (?43.805.140.00)

Second Hand Motor Vehicle Pur- Tax 616,698,473.00 (616,698.473.00)

VAT on Domcslic Goods & Serviccs 146.138,279.663.00 t21,W4574,52t.U) (l8.233,?05.142.00)

VAT on lmponed Grxrds & Scrvices 146,635,781,084.00 I 3l .780.626,466.50 (14,855,154,617.50)

VAT Refunds (25,636,289.822.N\ 25.636,289,822.O0

Excise Taxcs 122,l',?0,4t6,'149 .00 t t5 .81 I .723 .794.35 (6,298,692,954.65)

Rcfunds (2.40O,000.m0.00) 2,400,m0,000.00

Customs Duties 80.653,365.678.00 7 4,041 ,723 ,785 .95 (6,605.641 .892.05)

Refunds (300.000.000.00) 300.000,m0.00
Oth€r Taxes on lrtt. Tradc & Transactions
(IDF) 30,969.490,261.00 26,993 ,L79 ,9',7 L30 (3,976,310,289.70)

Stamp Duly l1,801,053,701.00 tt,46'7 ,"1@,697.65 (335.293.003.3s)

Refunds (6.000.000.00) 6,000,0u).00
Licences under Traffic Acr 2,824;726,O29.85 2,8U,726,O29 .85

Licences Under (bmmunications Act

Rent of [-and |,114,2L8,469 .45 I,77 4,2ft1,469.45

Toiil Trr nccdDts 1.050,907,798.049.00 1,001,a5.43rJ05.77 69269.7lN,,71N23

Nor Tax Rcccirtr
[,icences under Traffic Acl I 535,q99.8 3 7.00 1,824,'126,O19.85 r,288.726,r92.85

Rent 0f ldnd I,774.218.469.45 86.097,54 t.451,688,120.928.m

Sumlus lunds for Requlatory Autho.ity 5,758.000.000.m r,158,803,130.00 (,1,599,196,870.00)

Cont. From Govt. Employces To Social 660.809.724.00

Intcresl Rcceived 921,729599.00 1.608.601.2t 1.40

(660,tto9,724,{ru)

686.871,614.40

Otfi€r Profits & Dividends 12,872,590,015.45 l-2662m.015.45
Reot of Government lruildims and tlousinf

606ll
175.157.576.0{) (r75,rs7.576.00)

Fines, Pcnaltics & For6turcs & othcr charqcs I,357,120,0.16.00 2.490,948,629.20 r,131,828,583.20

Mis€/Dllancous & Sundry Revenue 3,445,197,675 00 9,650,,526,851 .55 6,205.329.176.-55

Rrceipts tmnr sale of Noo Enancial Asscts 35,62s,657.U1 (35,625.657.00)

Mps Conrriburion t20,429,O99.75 t20,429,O99.75

Fees Under Ttatfic Act 852,852,290.U) (852.852.290.00)

Motor Drivers Lic'ences 1.r03,969,759.00 0.103. 9.759.00)

Registration Serviccs 80,8t7,350.00 505,129,712.65 424312)62.65

Convcyancc fecs I,l 13,240,6S3.00 (r,l13.240,693.00)

IlIutlirration Visas and Othcr Consular Fcrjs 1.718.795.655.00 2.509.319.840.65 790J24.185.65

l'}rirlrrl I \lllr.rrr.
k.l!\

\, I'r;,1 l(, (r rtrr.

h,lr.
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National Trcasury
National Exchcquer AL:cou0t, Statements of Receipts and Lssues
For the Finanoial Year ended 30'h June 2015

Passport Fees 3 2 I ,099,895.00 10,861,330.m (310,238,565.00)
Work Permit Fees 2;135,O7L.4[2.W 1,488,820.736.15 (r246,250,66s.85)
Sale ofTender Documcns |,073,2U2.00 (r.o73.202.00\

argcsC-oursc Fees & Hostel Ch 2,959, t98.00 (2,959,198_00)
Kenya Oil Facility Storue Charyes 50J06365.00 (50,306.365.00)
Salc of Coo& and Fees for Services 291.28t.95t.O0 (2e r 

"24 
1,9s 1 .0o)

Sale of Goods and Fees Others 25 ,Z5 r ,822.00 (25,2s1,822.N\
Fishinr Rights 109625,738.00 2r0,9E0J46.95 l0l,354,80E.e5
BettinB Control 27,619,181.00 3,12't ,27 I .35 (24,491,909.65)
Funds ManaScment Fees receivcd from IATF r7,506,142.00 (17,506,142.00)
I-oans to Non-Finallcial Public Eatcrprircs 1,904,700,0m.00 2.694.798.t't2.95 790,098,t72.95
I-osns to Fitraocial Instirutions 77,250,000.00 202,5't4,68250 tzs3u,682.sO
ReiEburs€mcnt rri!hin c€ntral govemmeot 5 2,285 ,45 3.00 (52,285 ,453.0O)
Othe r revenues 589,936,080,00 617,92D,826.40 87,98/,746.40

tiTot l Notr Tir 36159,7mJr&00 4r.to4376J58.25 2"5114.673Jlor5

Ordinary Rcvcouc l.0t9.t 67501J57.00 l,042.049.t07.764.02 7 r,t 14JE2.134.,,E

l'r rrl( (l I \tllr).r11.

l\.1r. R\1,.

I nrlr r ,( )\ rr
I \lrrrr.rl, \
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National Treasury
National Exchequer Account, Statements of Receipts and Issues
For the Financi:rt Year ended 30th June 2015

Annex 2: Movement in Sovercign Bond Account

PMORGAN CHASE NEW YORX UNT NO. 603149rt5

Proc€eds fro0 Sovcrei Bond 2,000.000.000.00 87.00 174,000.000.000.00

fJss CommissiorN deducted al souroe:

n3€sCommissions and tr-snsaclion e (l.002.237.00) 87.m (87,194,619.m)

(ii) lntcrcst psymcnt 7654t.62 87.00 6,659, 1 20.94

(21,431.65)

Nct proclcdr rtcclvcd la ofrhort Ay'C

(it) Federa.l htcrest wi(hheld

t.vr9,032.t72.v,

87.00 (1,864553.55)

173.917 .5,9!r.9&39

(34,648388,180.25)
kss Trsnsfer to Exchequer A"/C oo 30.06.2014 for iofrastructure pmjccrs

in F\2O13D014

Saio on tra.nshtion of closiog bslanceAdd
_pe!,43e,&?.50) 87.62

1239,412.781.24

r.6OlJ ll.6l0Ja7 n.G, llo.50&62aJ493t8rl..BG l, Oft{bol! rccoi[t ar rt 30th Juac 2014

(604,560,737.50) 88.00 (53,2013r4,900.m)lJss Pa oent of s icrted loao on 02.07.2014

Account soltlcmeot cha

lrss Commissions snd brnk cha

(1s6J94.64) 88.00 (13.762.72A32\

(ii) lnterest palm€ot 169,415.65 86.00 14,908577.20

(47.43638) 88-00

999.01&457.@ EEJS

G5,@,@,@.00)

,000,mo.m

23

4 174 401.62

t, ,8,!93 .8023I 3

.m

15

Brhocr lrrorlcrrtd to CaK gBoDd A,/C No.llX[2t2761 on

L.sr PsymcDt! lroE thc gBoad rccourt ra CBK A,/C No.

Bdrlct i[ Sovcr,cir' Bord AccouEt at CBK rs tt 3lst Octobcr 2014

(iii) Fedcral lntercst withheld

!s

tol0it,2t2764;

tuC on 30.10.2014uet

_t! Amo-u-n! !4ryfen€d to Exchequcr A/C on t9.09.2014

ac{luDl rt CBK:

Add Exchan n on translrtion of closi balancc before trrn3fcr

A-slount transferrcd to Exc r A"/C on l-5.09.2014.o

(iii) Anount (ransferred !o

Toarl oorma r lroln

odtu 2tt4

CITIBANK NEW YORK ACCOUI{T NO. 364TOIt

Proctcdr from ttc tap ssle

(!)_Face Valuc of the procee_ds

(ii) Premium on issue of t8p ssle

750.000,000.00

65,684,271.m

90.51

90.51

67,882,499,999.98

5,945,083368.21

\:lr.I \\ l(rrrr
I\

l-llPlge Fin.rncinl Stntcrnrnl
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Nntional Treasury
National Exchequer Account, Statemeot.s of Receipts and Issues
For the Financial Year ended 30,h June 2015

lll lJss Commissions rod traniactio[ cxpcrrse3 deductcd at sour€c 90.51 (22,386.f,52.891

90.51 73,t05,19G7r5J0_!lEl-jpa?!0_

(u7 339.00)
Nct proccrd! argtltcrrrd ro CBK SBord A,/C No.1000212?64 o.
t7,122014

A,./C No,100O212764 rt CBK $ rt 3lc DcclEbcrBalrrcr ln 98ond
2011 97 26[,2Et,135.75

I,rr tr&nrfaB ao Accou-tr1:

uer A"/C on 21.01.2015I Amounl tr8trsferred to (2s,mo.0(x),000.00)

ucr A,/C on 17.$.m$ll Amount traosfcrred to (25.000.000"000.00)

Bahncr h Bond AccouDt ti CBK 8r .t 3lst Mrrth 2Ol5 172A,:A\,35.75

[..t! tr.Drtcr! to r Accourt:

r A,/C on 02.06.2015I Amount transfered to Exche (30,0@,000.000.m)

Bond Accooot !l CBK 16 rt 3l)thEdrmc io Sovcrcl

unt kansferrcd !o

JurG 2015

uer A,/C oo 30.06.m15

I\ \1,.I \. l(., rr

t.

t7 281,135.75)

l{lP.rge Financiirl St.rt!me nr



National Treasury
National Exchequer Account, Statcments of Receipts and Issues
For thc Financial Year ended 30'h June 2015

Annex 3: Detailed ststement of Exchequer transfers through the National
Exchequer Account
3.1 National Government Recurrent Budget

Tlte Prcsidency 1.5 I 1.023J97.00 7,2r)9,783.597.00 5.612016.(m.00 1At*

Ministry of Dcfcnce 73.28 l .m0.000.00 7E,770,600,ff)o.00 74J85.220,fin.00 9sqt

Ministry ot Foreign Affrirs 9.tt28.839.941.00 t 2,749,8t4,211 .OO t l.E0l,800,mo.00 93%

Thr nelional Trea-\ rv 17. 790.0oo.m0.00 29.814.525.602.00 27.685,E20.qm.00 97%

MinisFy of herlrh 22. I E)-r 73.{Xm.00 25.397.?89.096.00 23J43,000,fr)o.00 97%
Minislty of Lands HousinS. and Urban
Dcvclopmcnl 4,039.846.e62.00 4352.583.177.00 4.007,mo,(m.00 92%
Ministry of loformrtion &
Communication dnd Tcchnolocy | ,925,74a.1 2'7 .N 2J11.74E.127.00 2,240.600.fiXt.00 89%

Minisy of Sports Culturc and A,ls 2.578,053.968.00 2.881.051.96E.00 2,60E.(m,(m.00 9t,k
Ministry of kbour S{xial Sccuritv and
Scrvices 8,368,995,2E9.00 8.68{t.99J.28S.00 6,336.1m.m0.00 96gn

Ministty of Ener$/ lnd Pctlolcum 1.74E,336,641.00 1.766.558.M4.00 l,?35,500,(m.00 91194t

Ministry of Industrializrlion and
EnlerDrisc Dcv. 2,259,7 t1 ,t)U.tN 1.275,9 t'7 .028.UJ 2.E 19.640.0(m.00 86%

Minislry of Mining 104-221.O33.t)O 753,711,140.00 665.765.000.00 E6%
Office ofThe Attorney Cenc.al and
Depeltment of Justicc 1.178.466.691.00 1.282,486,700.00 2Jl5.l15.(m.00 a6%

Thc Judiciery I I, n6?.000,000.00 10.732.0m.000.m r 0J | 6.560,0m.{x) 96q'

1.54{t.0m,ffn.00 t,746,rxn,flto.00 t,646.000.000.00 94%Ethic\ & Anli-Corruplion C-omft isston

Narional lntelligence Srrvicl r 7.440.ffD.ff)O.Ul I 9. I .r0,000,frx).(x) I e. I .r 7.4{n,m0.ur) 1n0%

Diteclo.ale of Pubhc PiN.cution 1.7.1:..r21.263.00 t.72h.$t.2TLtn 1.479,2rJ0,0m.00 so'6
Commission for lnlplenEDialion of the
Consl. 306,0(x),000.00 106.(xn.0m.00 104.700.(n].(n r00%

Rc8lstra, of Poli(ic.l Panias 4$6.9@.949.00 4 75 .96 I .000.0\' 457,-141.(m.00 9t\*.
Wrtna{s Protection Agcncy 249.675.000.rU :c5,200,2 I -',}.00 282.278.t{n.00
S(ate Depanrnenl For lntcrior 78.920.31?.021.00 92.639.437.021 .U) 84,9-14,mo,mo.00 9l%
Slelc Deperlnrcnl For Co{rrd of
Natlon,rl (.}overnmenl 15.411.170.Er9.00 r7.113.670.E1e.00 I ?, I 05.U)0,mO.00 100%

Slate Departdcil for Planning r 4,642j 70,625.00 I 7. l 08.800.000.00 t4.732840.m0.00 86%

Slste Depr ment For Dcvolution 2, l7 I,0 l5J I 5.00 4J27.827.515.00 418E.0J0.U[.00 99%
State Dep3rtmgnt For Educllion 49.984-434.457.00 50.107.770.016.00 49.095.900.CD0.00 98%
State D€paJtlncnt for scicncc &
TechnoloqY 3 7. 100.09 I .95 2.00 40. r 23.691.952,00 18.980,fiXJ,U)().00 97%

Stalc f)cpartment for Iofmslructurc , .141 .457.919.U ) 1.368.979.238.00 r,317.-186,000.00 9li%

Stste Departmenl for Transport I ,17U.480.98.r.(l1) | .465.553.760.U) I .40rt.740.m0.00 96%
State Depattmcot for unvironmont &
Naluael Rrsoulcr 6.901.976.982.fi) 6-11l.l9l,rto4.00 7.r1r .900.000.00 95%

rlr IInr l(lli

h \l',h\lr. I\\lt\

l(,.,1i/( il
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National Exchequcr Account, Slalcments of Reccipts and Issues
For thc Financial Year ended 3tt,h Junc 2015

Slat€ Depa(nenl for Water & Rcgional
Authori 2.10J,792.79U.00 2,053,792.790.00 2,053.792,7e0.00 t@%
Strte D€partnEot for AgIiculture 7.J77,495.2UJ.00 9.5-.]8.495.?00.00 7.898.100,m0.00 83%
Sulc l)cpertment for Livestock t.8 r{.430,3 r0.00 I,81S,430-t 10.00 1.762.620.000.00 91q,
Slate l)cpartrncnt for Fisherics 971.413.2r7.fi) l.l ll^913J17.00 I,u1,400,000.m tutc/,
Slrle Dcp.rlrnent for East African
AffBirs 1.617,103.7fJ7.00 | .6 I 7, t 03,767.00 1.480.000.000.00 9Xqo
Slate l)epartrncnt for Comme.ce &
Tourism 2. t20. t 07 .394.O{) 1.975,05tiJ4e.m 2.877.r05,ffn.00 9'7%
Kenya Nstional Comm. on Human
RiBhls :156500.0fiJ_00 156,500,000.00 345.345.994.00 97Vo
National laod (:ommission

l. | sf,.lla-) 49.0t.1 r,091,838, rJe.00 |.oti9. rm,000.00 100%
Iodcpendent Elcctoral & Boundaries
Conrm. 2.993,099.68I.00 tl.7rt7,r103,.Uh.ft) 5 ,2-r,r,uto.u,().oiJ 71%
Parliamentary 54r!ica Cr)mmission 19.971,(XX),0{)0.00 2?.-i9l ,000,(m0.m :2,23,{.0 I 2.UX}.U.) 99{
Judicial Scrvi(:e conmission 4311,000.0Gr.00 3_18,U00.000.(x) 251.700.000.00 15%
'fhe Commission on Rc!cnue Allocation :tt3.586.889.00 l76.O1J6.tt89.tjo 2l:.401.{99.fi) 77%
Public Scrvicc Commission ri?4,20.t.J ll.0(, l.oo8.l(x.lI].00 980.040.000.00 91q
Salancs & Rcmuncratlon (i)mnrission 44{)-i49,4irl 0(l 839.8.r9.491.00 5 

()6.500.000.00 7t%
Tcachers Scrvrcr Co|nmission I 65.-']58.9711.6{)8.00 169.6.',l5,978,66ti.00 I 66.O{7.000.00o.(x) 9lJql
Nalional Police Service Commissirrn 278,119,2.10.00 470.119.240.00 .r:6.100.0fl).00 9 to*.

Audilor Gencral 2.501,020.000.00 2.801.020.mo.00 2,672,4{n.fiD.00
ConuollEr of Budger 129.962.74t.00 195,461.7{{).0{) 1.r 1,500,00,.0o

95

86*'
The Commi!.iion on Adminrrtrarivc
Justic\r .)74,485.5U0.U0 3q1,985.5U).00 .lol.4l0,O0(l.00 92%
National Ccndrr & E(uslitv Corltmission 2q).250,930.00 290.250,910 rn 2E9,s0 ),@0.00 100%
lndrpendent Policc Oversight Authoriry 205.t21,165.ft) 190,621,165_00 2-16.100.{xI).u)
Srlb,toLl Nitiolal GovcrDDe!t
lacErrart @ rm.0tr,rx) 6?tJfil,gl',rlt {10 aa0$r.am#E,oo 93*

.l lr lr r lllli

N \lr. l\ \l'.

lafrt,,r,l
:0t.1 t5
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National Treasury
National Exchequer Account, Statements of Receipts and tssues
For the Financial Year cnded 30'h June 2015

Thc Presidc.cy 786,500,0(n.m 1,236,5m,000.00 7E2,570,0m.00 63%
Manistry of Forcim Altfdirs I J60,0@.000.m l,625.7m.0m.00 r.067,603.000.00 6%
Thc Nrdonel Trcasury 24,403,75 I ,(x5.00 29.,t41 ,95 7J25.(n 18,823.310J r7.00 &q,
lVinistry of Hcdth 13,907.269.126.m 17.48?.964.921.00 10.493.170.60E.m ffi,
Ministry of t{nds Housing, rnd Urban
Developdenl I s.429,5 83,948.00 21.197,2ffi.970.N 14,062,123310.m (6%
MinistO of Informflion &
Communication {nd Technolocv 4,890,61 2364 J0 5,487.911.793.00 4,1f3,702.010.00 75%

Ministry of Sooats Culturc 6nd Arts I ,-',r t 0.000.0{n.m l.5l3.ux).(n.Lu l ,262,8 r 0.000.00 E49a
Mioisry of Inbour Social Scr:rrrily snd
Scrvices l 1,425,66J,636.00 r 1.682,523.6f6.00 10,67t.72a.2i0-(n 9t%
Millisl-ty of En€rgy and Pctloleum 24,131,917,490.00 3l,700,48 t..t5?.fi) 24,8 I 9.254,060.00 7E%
Minisrry of lndu$lializ.tion aod
EoterDrisL D€v. 6,92 t,et 1.200.00 5.4-1E.51 1.,+80.00 2.729.0o1-7(n.@ 5M
Minislry of Mininp 1.200.m0.m0.m I . l 50.0m.000.00 889.82!,Ur.00 71
Office of The Attorrcy Gene.al lnd
Dcaartmcnt ol Juslicc 23 r .675.000.00 199J32,140.m 121,650,0m.00 6t
Ttc Judiciary 5,624.695.000.00 -1,093,o00,ofi).m l .230.379.860.00 4W
Elhics & Anli-ConuDtion Commission 77.600.000.00 oth
Dircctorale of Public Proslcution l r 9.100.000.00 6?.mo.(m.00 97%
State Departd*o! Fot lnt$i{)r 4.t2132r.100.00 8.630.071.1m.00

65.mo,mQ.uJ

4,606,U[, I,00 53.b
St te frepartmcnt For Coordinetioo of
Nrlional .Govcmrncnt 597.t t6.200,m J97, r r6.:00.0u657,116.200.00

50,5,16,531.193.00 54.822_052.6r l.O0 45J75J86.1.r4.00

t$rk
8l%

Stalc DapartdEnt Fbr flevolution

Slslc D.Danrncnt for Phnnr llg

1.5 t6,969,000.m 1,646.051.225.fi, 66%

Stetc Dcpurrtnt For Educadon 20,255,()5t,000.00

5,5.r2,069.O00.m

7,846,926,916.00 79tb
Stst. DepartnEnt for Sciencc &
Iechnology ..r.96q.084.22a.{r{l 10,175.499,J13.00

6.222_r r4.-rq).in

e,76t,050.0m.00 97%

Slalc Dcpartnont for lnfrastruclurc -i9,020,5 82,64?.0{) 66,281,t30,6l7.m 51, t 32,1167,E22.m EO%

Sta(€ Dcpartnrent fot Trrnslort 7.71t l,{69,151.00 8,66t,749J53.00 6,202,2u7.5E5.00 72%
Stale Depsrtment for enviroomeot &
Natursl Rcauuace 6..118,919,786.00 b,771,904J54.m 5.7 t8,74 r, | 95.00 u%
State Depertm€nt for Wat€r & Rcgional
Aothorlty 17.813.069,U.'17.00 19.081. r 27.2??.00 I 5.442.540.O46.00 Et%
Stab D€D!.lmert foa Aqriculture t7 _566.912.775.U) 13,f ,,655. l 84.00 r9.420.015.132.00 a3%

Stnle Dcp6rlftcnt tor Livcstocl J.180,197,231i.00 l.-l&r- l 97-:38_00 .3.030.750J86.00 9$*
Slstc D€partmcnl tol Fishcri€s 1.142.52j..148.00 2,104,599.009.00 2.003.597.010.00 95q..
Sta!e Depsrlrn€at foa Commerce &
Tonrism 2.On4.4{X}.0m.00 2.888.! l l.8l r .00 2.608,500.{m0.00 90ct,

National land Commission 54 2.000,fit0.(n 442,ou).(xxr.u) l4s,u)0.000.00 339{

I rtrrrrrrtr.

I\\lr.

It(. r'( rl l.\ll r.,tr.
l,r\(l,,pllll llr

\( Iurl llr'{, I'tllllr rr
I r rrrr.lr r.

lrr l llllr llrli
h\h\h \lr.

l(r:rhzrrl
llll.r I i

3.2 National Government Developmenr Budget
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National Treasury
National Exchequer Account, StatemeoLs of Receipts and Issues
For the Financial Year ended 3Oh June 2015

Iodcpfidrrt Elcdorsl & Bounderics
C-Dmrn- 9l .280.00000 7,r.2J0,000.m 74.280.0m.@ l(xx6
Prrlilrncn t ry Servic! Commilsion 3,I 29.0m,000.00 4,075.Un.000.m V21,442;W.fi 23%
Public S.rvic! Commi6iion t68,mo,mo.00 t68,(m,0m.m I 53,630,000.m 9t%
TcaclErs Scrvica Commisrion 135.000.fim.00 o%
Auditor Cen.rrl 405.000,m.m 405.000.0m.00 o%

Sohtolll N.tlonl Go".ftE rt

t\ \1,.

I
Fi,1rf,Il

l(L \ r.r,l I .liLr.rr,.
l)r \ r l, r'r ro)t

\( ll,.,1 l\.r, l,,t',1( [r
I r.rn'1, r '

' 1,,,r l0ti
l\ \ I'.h \t .

lht.t ti

3.3 National Government Consolidated fund Scrvice Budget

436J87,6$J16.00

3.4 Transfers to County Governments

lsiolo Colrnly 2.673.046.921.m 2,673,046,C2 t .O0 2,671,046,921.00

1,865, r 64,568.00 3,E65,164J68.00

10016

Krjiedo County

Public Debl 378,010,445Jt 8.00 399J 1 0,622JoS.00 416,234A11,172.@ t0/..*
Peosioos snd G.aruities 12J56,03E,229.m 32J56.038r29.00 15,0{t l ,9E0,000.00 108%
Sallrix r,ld Allowsocrs 5,2re497JI3.00 5,2N,469398.fr 3,150,(m,(m.00 tu&,

500,000.00 5m,0(n.00

Totrl CFS

Subscriptions to lntcrnraional
Orl'rliz.do8

tr5r79ratr,06om 45a,ffit,lt,t'itfi t0t*

l(, ,,l, /, (l

I0ti tr
l\ \lr, l\ \1,.

(l,,!,o,,t I .Lr,,.,rt . l(( \,.,,l I .rr,r.'t,.

l\ \lr.

Coula, Gor.ru.rtt
Bsrin8o County

Bomet Cr!nty
1,898,701 ,E I 7.00

4,135,654,263.00

3,E9t,701,817

4, 135,654,263

tm96

10096

BunSoms County

1,898,701,817.00

4,115,654,263.00

6,710.(B4,211.m 6,710,034,2I1.00 6,710,034.213 Itx}}
Eusis County 4,757 ,157 ,698.@ 4,757,t57,698.00 4,751 ,r57 ,69A tuj%
ElSeydMrftLwet County 2,871,945,t79.m 2,871,945,879.00 2,87 | ,945,A79
Ellrbu County 3.5,t6,3r0,602.00 3J46340,602.m 1,5463&.*2

tm&
1004

Ga sss Couno 5,163.814.6%.00 s,l$,8r4,626.00 5, r 63,E 14,626.00 tw,
Home Bay Cou[ty 4,939,153,500.00 4,93S,t53J09.m 4,939,151509.00 l(x)%

:r,tllr
lr\ r.

( r,,t"r, II .rrrr.,l'. ll, , ,., ,l I \r!Lr,.

h\ l\ \lr\

16 lPngc

3,865, I 64.56E.00

Financial Starrm.or

lfil!6



National Treasury
National Exchequer Account, Statements of Receipts and Issues
For the Financial Year ended 3@ June 2015

t

7,999,990, I 75.00 7,999.9q).175.m ?,999,990, l 75.00 l0()%
Krricho Cou y

Krt nr8s
J,935,291,260.m f,935,29 r .260.00 3,935,29 r,260.00 100%

Kisnbu County 6,616,244,176.00 65t6,244,r76.00 6,6163i+4,176.00 tm*,
Kilifi Couoty 6,505y'34,t72.00 6.505.414.172.00 6J05,434,172.00 to/J%

KifinyanSr County 3,097,237,8$.m 3,097,237,885.00 3,097,237,885.00 100%

KisiiCounty 6,293,453,626.00 6,293,4s3,62n.N 6,293,453,626.N tm%
Kilumu Colrnly 5,219,76,886.m 5,219,7?6,886.00 52 r 9,77 6,8E6.m tuvh
Kitui County 6,375,r08,549.00 6375, 108J49.00 6J75. r08J49.00 tN%
Kwalc County 4,,A3,7E4.358.00 4,483.7843s8.00 4,483,7E4356.m t0/J%
Luikipir Count, 3,019,047,543.00 3,0r9,047J43.00 3,0t9,fi7,s43.00 tolJ%
[.imu. Cruntv 1,795,183J57.00 1,795,183J57.00 I,795,t83J57.00 l(xrs
Macfiakos County 6,087,03 r,461 .rX) 6,087,01 I ,.{61.00 6,087,031,,16 l .00 lfi)s
Mak&ni Couory 5,210,622,802.00 s,230,622,802.m 5JjOSA.&o2.@ 10016

Mardiar Collnty 7 ,8 ,262,143.N 7,82n,262.t43.N 1,826,2"143.N
M..3sbit Coun(y 4J,10,964199.00 4,5,$,964199.00 4,540,%2,r 99.00

tm%
luw

Mcru Q)unty 5.7r8J87,910.fi) 5,748J87,9t0_00 5,748,587,910.00 tffi%
MigoriCbunly 5,I 10.869,78?.00 5.r 10,869,787.00 5,1 10,869.787.00 10096

Mombosa County

. Mursglp lqntl_
NaimbiCounly

4,741i,690,1 19.00

4,695,587,gfi.00

1 1.165,1 1 1.382.00

4,748,690,I 19.00

4.695,587,909,00

r 1365.1 r r.182.00

4,748,6m.119.00

4.695.5E7.909.m

r u65.r l r382.m

tut*
r0096

IM
7.4??.873.158.00 7J22,873, t58.00 1007

YIr_n!3.{qg4y

T8ne Rivc, Coroty

Thrrata Nilhi County

Ursin Cishu C,runty

Si.yr County

Taite Couary

Tlaozoir Count,

Tuakans C-ounay

Narol Coun ty

-Irqr
(i,

Nakuru Count

Nandi Coun

Solnburu County

4, t64,729,99?.00

4,629,250,0.t4.00

I,646,635.5 02.00

3,Tt4.776,5t7.tX
4. r00J74.90E.00

l, l 07,,166J.r2.00

4,31t.1. I 63,20?,00

2.899.885.925.00

J,483,242,1t3.N

2,741.112"7m.Ut

4,45E,E31,419.00

I,151,224,208.00

4j44,601ri90. )

4,tt-A,729,991.N

4.629.250.U4.@

1,646,615J02.m

3.711,776517.@

4, 100,,5 74,S08.00

I,107..r{6J32.U)

4,183. r63.2fi.00
2.699.885,925.00

1,483,242,7 13.00

2,747312,7tn.Ut
,r,45E,83 |,419.00

9,157,2U2N.fi
4,544,602,E90.00

3 38e,663,964.m 3,3E9,EE3,96.1.00 3389.841.964.00VihiBa County

Wsjir G)unty 6.328,45/).2U.{Xt 6324,4f/.:t,?,/.4In 6)2A,4(n,244-0o lm%
Wcst Potot Cou,lty

Total CooDt, C,ovetlmeot8 Nfi,f,.,fl,fi
1.777,444,01A ) 3,846,031.274.00

,4rfi,sltlt fr
1U)%

r0s

Il r rI ruil
t\i rr r!r'r:rl I .rIr:rlr,. ll, \,.,,l Lr,,,,:,r..

i\ \t,. l\ \ )1. l\ \lr.

7,422,873, t 58.00

4,164,729.997.00 1M
.r,629,250,044.m __ 100%

t00%1.64 6.6J5J02.00

7,7'74,7765t7.N
4, I (n,5?4,908 1mr6

1

l
I

l

uj%

I,107,466,512.m, 10096

4 3a1,t6l,207 ,!@
IUfr

a

18ee.885.925
1

3,4E3,242,711.00 lm%
L741 .3 tL7Ut.00 100%

4,45E.E3 I ,419.00 l u)9s

9.153.224.208.00 I009s

4J.{4,602,890.00 I fi)Ct

tw*

Note: An amount of KShs 72,587,196.00 for West Pokot County relating o FY 2011/2014 was disburscd
in FY 20142015 hcncc the diffcrcnc{r bctwccn the tritimatc and actual disbursomcnr.
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