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l.l

I PROJECT INFORMATION AND OVERALL PERFORMANCE

Name and registered office

Name: Instruments for Devolution Advice and Support (IDEAS),

Registered Office

Tele Posta House, Kenyatta Avenue

P.O Box 30004-00100 Nairobi

Objective

The key objective of the project is to contribute to the implementation of the devolution

process as outlined in the constitution of Kenya,2010,

Address

The project headquarters offices are in the City of Nairobi, Nairobi City County, Kenya.

The address of its registered office is:

Teleposta House,
Kenyatta Avenue, and
P.O Box 30004-00100 Nairobi.

The project has no offices,/branches

Contacts: The following are the project contacts

Telephone: (254) 202217 47 5.

E-mai I : ps@devolutionandasal s. go.ke

Website : www devolutionandasals.go.ke

ll
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.2 Project Information

1.3 Project Overview

Proiect Start Date: 25 Scptcrnbcr 2014

Project End Date: 24 September 2022

Project Manager: Ms Ernrny M'rnbwanga

Project Sponsor: Thc Europcan Union (EU)-GRANT

Line Ministry/State
Depafiment of the
proiect

The project is under the supervision of the Ministry of Devolution

Proiect number KEtFEDt20t3l0241230

Stratcgic goals of thc
projcct

The stratcgic goals of thc projcct are as follows:
(i) Thc purposc of the projcct is to support National and county capacitics in thc

responsible transf'er and use of resources for the achievement of Local
Economic Developrnent at county level

(ii) Strcngthcning of thc national institution's capacitics for the management of
thc dcvolution proccss and fiscal dccentralization

(iii) Dcvelopmcnt of county capacitics to facilitatc inclusivc and sustaincd

cconomic growth, participatory planning and scrvicc dclivcry

Achievernent
strategic goals

of The project lnanagement aims to achieve the goals through the following means:

L.Improved national institutional capacities to support participatory
and accountable fiscal decentralization;

2.Increased capacity at the county level to facilitate participatory
planning, and local economic development

Current situation that
the project was formed
to intervene

The pro.ject was fonned to intervetre in the following areas:

l. Support the National treasury and other PFM actors to roll out lntegrated

planning and budgeting guidelines to the county level

2. Design and test county performance and assessmenl tools based on

service delivery of quality of service

3. Facilitatc establishment of LED units within selcctcd counties

Project duration The projcct startcd on 25'h Scptcmbcr 2Ol4 and is expected to run until 30tr'

September 2022

lll
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INSTRAMENTS FOR DEVOLATION ADVICE AND SAPPORT PROJECT (IDEAS)
Reports and Financial Statements
For the financial year ended June 30, 2022

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

1.4 Bankers

The following are the bankers for the current year:

Bank Central Bank of Kenya

Name Instrument for Devolution Advice and support- IDEAS

Account No 1000318287

1.5 Auditors

The project is audited by the Office of the Auditor General and Auditors appointed by the EU

delegation.

1.6 Roles and Responsibilities

The following is the list of the project management team and their roles in the project

1.7 Funding summary

The Project is for duration of seven (7) years, from Sept. 2014 to 24th September 2021 with an approved

budget of Euro. 28,600,000 as highlighted in the table below;

Degree Accounting OfficerMr. Julius Korir.
CBS

Principal secretary

Degree Program Estimate Imprest
Administrator

Alfonso Munyali Ag Secretary Devolution

Program Estimate Alt Imprest
Administrator

Kennedy Nyambati Director CB&TA Degree

Program Estimate Imprest
Accountins Officer

Head of Accounting Unit DegreeRobert Asumani

Alt imprest accounting officer
and Proiect Accountant

Principal Accountant DegreeMoses M Macharia

Programme Coordination,
Administration and Management

Programme Coordinator DegreeEmmy M'mbwanga

IV
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PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

Below is the funding summary:

A. Source ofFunds

(i) Grant

11,231,793 1,382,633,724 15,384,096 1,893,782,276
European Union
(EU) 28,600,000 3,276,416,000

(ii) Counterpart
funds

00 0 0
Government of
Kenya

0

15,384,096 1,993,782,27629,600,000 3,276,416,000 11,231,793 1,392,633,724Total
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1.8

PROJECT INFORMATION AND OVERALL PERFORMANCE (Continued)

B. Application of Funds

Summary of Project Compliance:

The project has not had any issues of non-compliance with any international conventions or
regulation.

(i) Grant

European Union

(EU) 9,861,380 1,353.644,974 1,346,220,573 7,424,401

Total 9,961,390 1,353,644,974 1,346,220,573 7,424,401

vl
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INSTRL/MENTS FOR DEVOLI]TION ADVICE AND SUPPORT PROJECT (IDEAS)

Reports and Finuncial Statements
For the financial year ended June 30, 2022

2. STATEMENT OF PERFORMANCE AGAINST PROJECT'S PREDETERMINED

OBJBCTIVES

Section 8l (2) (0 of the Public Finance Management Act, 2012 requires that, at the end of each

financial year, the Accounting officer when preparing financial statements of each National

Govcmntcnt cntity in accordance with thc standards and fonnats prcscribed by thc Public Scctor

Accounting Standards Board includcs a statement of thc national govcrnmcnt cntity's perfotmancc

against prcdctermincd objcctivcs.

The IDEAS Programme aims at rneeting the overall objective of the Kenya Government, which is

"Contributing to the implementation of the devolution process as outlined in the Constitution of
Kenya 2010". Deriving fiorn the above, the specific objective of the IDEAS programtne is to

"support Central/National and County Government capacities in the responsible transfer and

use of resources for the achievement of Local Economic Development at the County Level.

The prograrnme has two Key results areas:

l. Result Area l. Improved national institutional capacity to be able to support

participatory and accountable fiscal deceutralizationl and

2. Result Area2. Increased capacity at County level to facilitate participatory planning and

Local Economic Development.

Thc IDEAS programmc spccifically rclatcd to the LED capacity building and grants has the following
budgets: €15 million for LED grants to l5 Countics; €0.7 million to MoD; €l rnillion forthc KSG:

€5.3 rnillion for thc tcchnical assistancc contract.

Additionally, and outsidc thc Ministry of Devolution's IDEAS LED Scope, Thc world Bank reccivcs

EUR 2,500,000 for Support to PFM Stakcholdcrs through an administrativc agrecmcnt and delegation

agreernent, and Comrnission on Revenue Allocation (CRA) receives EUR 796,000 fbr capacity

building on fiscal decentralizatiou. Since outside MoD's IDEAS LE,D scope, we are Itot reportirtg olt

these latter IDEAS compoltents.

Proiect Obiective Outcorne Indicator Perfbrmance

Successful
Implementatiou
of- EU - Co-
funded County
IDEAS LED
Projects

The supportcd
l7 County
IDEAS LED
projects ltave
achieved the

set LED
objectivcs

Thc Countics are doing rcasonably
well in implementing the County
IDEAS LED Projects, rvith rnost
projects likely to start successful
operation soon, with benefits
reaching the targeted benefi ciaries
(farrncrs. tradcrs). It is too carly to
assL'ss tlrc currcnt achicvcmcnts in

crcating bcncfits for thc targctcd
bencficiarics, though.
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INSTRUMENTS FOR DEVOLL|TIO|I ADVICE,4ND SLTPPORT PROJECT (IDEAS)
Reports and Financiul Statements
For the financial yeor ended June 30, 2022

3.ENVIROMENTAL AND SUSTAINABILITY REPORTING

EU-IDEAS exists to transform lives. This is our purpose; the driving force behind everything we do. It's
what guides us to deliver our strategy: putting the customerlCitizen first, delivering relevant goods and

services, and improving operational excellence. Below is a brief highlight of our achievements in each

pillar.

1. Sustainability strategy and profile
Thc strcngthening of thc capacity of project managemcnt and LED in the Ministry and the participating
countics is being achievcd in a way that thesc increascd capacitics are opcrational in the ministry and

countics for a long time to come.

The supported County LED projects are designed and irnplanted in a rnanner to secure that these

projects will be in operation successfully(in tenns of achieving the project/business objectives/targets)
for a period of at least I 0 years.

2. Environmentalperformance
Thc supported County LED Projccts are dcsigncd and bcing irnplementcd in a way that reduces

environmcntal dcgradation, and if possiblc, supporting environmental protection by improving
fanling/l ivestock tcchniques that support environmental protection.

3. Employee welfare
The participating Counties will ensure that the County LED projects will be mattaged with good

employee welt'are in mind.

4. Market place practices
The supported County LED projects were sclected, and dcsigned in a way that no othcr private sector

compctitor would bet unfair compctition. Of coursc, starting a new business will increasc the

compctition in thc markct. but the IDEAS businesses will do this in a f-air manncr, and the IDEAS
busincsscs werc sclected for cxploring the possibilities in a nichc. wherc no serious othcr competitors
were/arc operational.

The projects were selected and designed after a thorough Value Chain Analysis.

Most Counties have elaborate plans to before or after start of operation get the private sector operators

involved in the IDEAS LED businesses, through an operation contract, a lease contract with operation,
PPP (with private sector risk capital inveshnent) or through sale of the project to the private sector.

5. CommunityEngagements
The surrounding communitics arc cngagcd fiom the vcry beginning of thc county LED projects: thc

projects were identified in the CIDP in which process the community is participating. The project
intends to have many clearly identified and rneasurable benefits fbr the targeted beneficiaries in the

parlicipating cornmunities.

vllt
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INSTRUMENTS FOR DEVOLT]TION ADVICE AND SUPPORT PROJECT (IDEAS)

Reports ond Financial Statements
For the financial yeor ended June 30, 2022

4. STATEMENT OF PROJECT NIANAGEI\IENT RESPONSIBILITIES

The Principal Secretary fbr the Ministry of Devolution and the Project Coordinator for IDEAS project are

responsible for the preparation and presentation of the Project's financial statements, which give a true and fair

view of the state of affairs of the Project for and as at the end of the financial year (period) ended on June 30,

2021. This responsibility includes: (i) maintaining adequate financial management alTangement and ensuring

that thcse continue to bc cffcctivc throughout thc rcpofting pcriod; (ii) maintaining proper accounting

rccords, which disclosc with rcasonablc accuracy at any tinrc thc financial position of thc Projcct; (iii)
dcsigning, implcmenting and maintaining intcrnal controls rclcvant to thc prcparation and fair presentation of
thc financial statemcnt, and cnsuring that thcy arc ficc from nratcrial nrisstatenlcnts, whethcr due to crror or

fraud; (iv) saf'cguarding the asscts of thc Projcct; (v) sclecting and applying appropriate accounting policies;

and (vi) making accounting estirnates that are reasonable in the circumstances.

The Principal Secretary for the Ministry of Devolution and the Proiect Coordinator for IDEAS project accept

responsibility fbr the Project's flnancial statements, which have been prepared on the Cash Basis Method of
Financial Reporting, using appropriate accounting policies in accordance with Intemational Public Sector

Accounting Standards.

Thc Principal Sccrctary fbr thc Ministry of Dcvolution and thc Projcct Coordinator for IDEAS project arc of the

opinion that thc Projcct's financial statcmcnts givc a truc and fair vicw of thc statc of Projcct's transactions

during the f-rnancial year ended June 30, 2022 anrJ of the Project's financial position as at that date. The

Principal Secretary, Ministry of devolution and the Project Coordinator fbr IDEAS project further confirm the

completeness of the accounting records maintained for the Project, which have been relied upon in the

preparatioll of the Project financial statelnents as well as the adequacy of the systems of itttemal financial

control.

Thc Principal Secrctary for thc Ministry of Dcvolution and thc Projcct Coordinator for IDEAS projcct confinn

that thc Projcct has complicd fully with applicablc Covcmmcnt Rcgulations and thc tcmrs of cxtcrnal financing

covcnants, and that Projcct funds rcccivcd during thc financial ycar/period under audit werc uscd for thc cligiblc
purposes for which thcy wcrc intcnded and wcrc propcrly accountcd for.

Approval of the Project financial statements

The Project flnancial staternents were approved by the Principal Secretary tbr the Ministry of Devolution and

the Project Coordinator for IDEAS project on 30'r' September 2022 and sigrred by them.

w '+')eJ-
Julius Korir, CBS
Principal Secretary

Emmy A. M'mbwanga
Project Coordinator

es rla
Project Accountant:
ICPAK: Number:20561

lx
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REPORT OF THE AUDITOR-GENERAL ON INSTRUMENTS FOR DEVOLUTION
ADVTCE AND SUPPORT (TDEAS) CREDTT NO.KE/FED|024-230 FOR THE YEAR
ENDED 30 JUNE, 2022 - MINISTRY OF DEVOLUTION

PREAMBLE

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

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

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

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

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

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of lnstruments for Devolution
Advice and Support Project set out on pages 1 to 16, which comprise the statement of

Report of the Auditor-General on Instrumentsfor Devolution Advice and Support (ldeas) Credil NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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financial assets as at 30 June, 2022, and the statement of receipts and payments,
statement of cash flows and statement of comparison of budget and actual amounts for
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of lnstruments for Devolution Advice and Support Project
as at 30 June, 2022, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Cash Basis)
and comply with the Public Finance Management Act, 2012 and the Financing Agreement
No.KE/FED|024-230 dated 25 September,2014 between European Commission and the
Government of the Republic of Kenya.

Basis for Qualified Opinion

1. Double Payments for Supplies

The statement of receipts and payments reflects transfers to other Government entities
expenditure of Kshs.100,438,873 as disclosed in Note 4 to the financial statements which
includes an amount of Kshs.31,676,176 transferred to Kisumu County. However, review
of contract documents revealed the following anomalies:

i. Supply and delivery of Tractor, Trailer and 3-Disc Plough was awarded to a
Company on 5 May, 2021 and payment was made vide PV NO.5060 dated
23 February,2022 of Kshs.4,548,462 and PV No.5060 dated 13 October,2021
of Kshs.5,276,216 resulting to double payments for the same supply.

ii. ln addition, Proforma lnvoice from the Company attached to the Payment
Voucher was of Kshs.5,276,210 dated 20 September, 2021. The bank
statement of the project confirmed that two payments were made to the
Company on 14 February, 2022 of Kshs.4,548,462 for Local Purchase Order
(LPO) Number 10778 and on 13 April, 2022 of Kshs.4,548,462 for the same
LPO Number 10778.

iii. Further, there was another payment of Kshs. 510,703 which was made to the
Company on 21 June, 2022 being refund of 160/o VAT deducted but the
supporting documents to confirm that withholding tax was deducted and
remitted to the relevant authority was not provided for audit.

iv. Physical verification of the assets revealed that, a trailer was missing and no
explanation was provided for the anomaly.

ln the circumstances the propriety, accuracy and completeness of the expenditure of
Kshs.10,335,381 incurred could not be confirmed.

Report of the Auditor-General on lnstrumentsfor Devolution Advice and Support (ldeas) Credit NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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2. Unapproved Expenditure on Transfers to Other Government Entities

The statement of receipts and payments reflects transfers to other government entities of
Kshs.100,438,873 as disclosed in Note 4 to the financial statements. However, review of
the approved budget revealed Kshs. Nil amount for transfers to other government entities
resulting to an over expenditure of Kshs.100,438,873. No documents were provided for
audit to explain the reallocation of funds.

Failure to capture expenditure in the budget as estimates is a contravention of the
provision of Section 72(6) of the Public Financial Management (National Government)
Regulations,2015 which states that National Government shall ensure grants are
factored in the budgets and counterpart funds appropriated accordingly.

ln the circumstances, the propriety and approval of the expenditure of Kshs.100,438,873
transferred to other government entities could not be confirmed.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there were no
key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Gonclusion

1. Delay in Completion of Projects

Review of documents revealed that European Union (EU) had transferred cumulative total
of Kshs.1 ,251,492,628 to the fifteen (15) Counties in two (2) tranches for the
implementation of seventeen (17) Local Economic Development (LED) Projects as at
30 June, 2022. However, out of the 17 Projects, four (4) Projects worth Kshs.440,000,000
had not been completed and commissioned while seven (7) Projects valued at

Report of the Auditor-General on Instrumentsfor Devolution Advice and Support (ldeas) Credit NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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Kshs.660,000,000 did not receive the second tranche due to failure to adhere to the
conditions of the Financing Agreement which included poor workmanship, utilization of
funds in ineligible expenditure and misuse of the funds.

ln the circumstances, the regularity and value for money realized from the expenditure of
Kshs.1,100,000,000 incurred on the eleven (11) stalled Projects could not be confirmed.

2. Failure to Transfer Grants to Specific Project Account in Wajir County

The statement of receipts and payments reflects the transfers to other government
entities expenditure of Kshs.100,438,873 as disclosed in Note 4 to the financial
statements. The expenditure includes the transfers to Wajir County of Kshs.19,908,166
which further includes the amount of Kshs.784,381 allocated for Milk Project. However,
review of supporting documents revealed that the money was not transferred to the
specific project account. This is contrary to the provisions of Section 74(5) of Public
Finance Management (County Government) Regulations, 2015 which states that monies
received for specified projects which have been paid into the County Revenue Fund, shall
be released when required to the appropriate project bank account.

ln the circumstances, Management was in breach of the law.

3. lrregular Procurement of Construction of Camel Slaughter House

The statement of receipts and payments reflects the transfers to other government
entities expenditure of Kshs.100,438,873 as disclosed in Note 4 to the financial
statements . The expenditure includes transfers to Wajir County of Kshs19,908,166 which
further includes the amount of Kshs.2,912,242 which was paid to a Company for the
construction of a camel slaughter house including holding pen, concrete pathway and the
rehabilitation of an alternative slaughter area. However, the following anomalies were
noted during the audit:

i. Slaughter house had poor disposal system for by-products from slaughtered
camels which might be an indication of poor workmanship.

ii. Purchase of construction materials were not supported with adequate relevant
procurement documents such as stores register, goods received and issued
vouchers, bin cards, procurement professional opinion, invoices, receipts,
delivery notes, inspection and acceptance committee report and the stores
ledger.

ln the circumstances, the regularity and value for money realized from the expenditure of
Kshs.2,912,242 incurred could not be confirmed.

4. lrregular Procurement of Dairy cows

The statement of receipts and payments reflects the transfers to other government
entities expenditure of Kshs.100,438,873 as disclosed in Note 4 to the financial
statements. The expenditure includes the transfers to Kisumu County of Kshs.31 ,676,176
which further includes an amount of Kshs.2,900,000 incurred on purchase of dairy cows.

Report of the Auditor-General on Instruments for Devolution Advice and Support (ldeas) Credit NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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However, review of contract documents revealed that a Company was paid
Kshs.2,900,000 for supply and delivery of sixteen (16) dairy cows. However, physical
verification conducted revealed that there were twelve (12) daty cows and seven (7)
calves as opposed to sixteen (16) dairy cows stated in the bill of quantities, delivery note,
invoice, and Inspection and acceptance committee minutes resulting to variance of four
(a) dairy cows. No explanation was provided for the anomaly.

ln the circumstances, the regularity and value for money realized form the expenditure of
Kshs.2,900,000 incurred could not be confirmed.

5. lrregular Procurement of Goods and Services

The statement of receipts and payments reflects the transfers to other government
entities expenditure of Kshs.100,438,873 as disclosed in Note 4 to the financial
statements. The expenditure includes the transfers to Kisumu County of Kshs.31 ,676,176
which further includes an amount of Kshs.11,588,565 incurred on purchase of assorted
office items, farm equipment and electricity services at Muhoroni Milk Plant. However, the
following anomalies were noted during the audit:

ilt

Electricity connection to the project had not yet been done despite the full
payment of connection fees.

Procurement documents supporting purchase of farm equipment were not
provided for audit.

ln addition, lnformation Communication Technology equipment had not been
delivered.

ln the circumstances, the regularity and value for money from the expenditure of
Kshs.11,588,565 incurred could not be confirmed.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Report of the Auditor-Generql on Instrumentsfor Devolution Advice and Support (ldeas) Credil NO.KE/FED/024-
2 30 for the year ended 30 June, 2022 - Ministry of Devolution
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Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Financing Agreement between the European Commission and the
Government of the Republic of Kenya, I report based on my audit, that:

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

ln my opinion, adequate accounting records have been kept by the Project, so far
as appears from the examination of those records; and,

The Project's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and those Charged with Governance

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

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

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

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

Those charged with governance are responsible for overseeing the Project's financial
reporting process, reviewing the effectiveness of how the Project monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes

Report of the Auditor-General on Instrumentsfor Devolution Advice and Support (ldeas) Credit NO.KE/FED/124-
2 30 for the year ended 30 June, 2022 - Ministry of Devolution
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and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to

a

Report of the Auditor-Generql on Instrumentsfor Devolution Advice and Support (deas) Credit NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

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

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

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

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

. Perform such other procedures as I consider necessary in the circumstances.

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

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

CPA n CBS
AUDITOR.GENERAL

Nairobi

06 December,2022

Report of the Auditor-General on Instruments for Devolution Advice and Support (Ideal Credil NO.KE/FED/024-
230 for the year ended 30 June, 2022 - Ministry of Devolution
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INSTRAMENTS FOR DEVOLATION ADVICE AND SAPPORT PROJECT (IDEAS)
Reports and Financial Statements
For thejinancial year ended June 30,2022

FINANCIAL ASSETS

Cash and Cash Equivalents
6 7,424,401.00 7,424,401.00Bank Balances

7,424.401.00 7,424,401.00Total Cash and Cash Equivalents

7,424,401.00 7,424,401.00TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
NET ASSETS

REPRESENTED BY
7,424,401 13,595,445.00Fund balance b/fwd 7

(6,171,044.00)Surplus/(Deficit) for the year

7,424,401.007,424,401.00NET FINANCIAL POSITION

7. STATEMENT OF FINANCIAL ASSETS AS AT 3OTH JUNE 2022

The accounting policies and explanatory notes to these financial statements form an integral part of the

financial statements. The financial statements were approved on 30'h September 2022 and signed by:

Julius Korir, CBS
Principal Secretary

Emmy A. M'mbwanga
Project Coordinator

Moses M.
Project Accountant
ICPAK No.20561
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INSTRAMENTS FOR DEVOLI]TION ADVICE AND SUPPORT PROJECT (IDEAS)

Reports and Financial Statements
For the financial year ended June 30, 2022

8. STATEMENT OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2022

The accounting policies and explanatory notes to these financial statements form an integral part of the

financial statements. The entity financial statements wcre approved on 3Otl' September 2022 and signed by:

Julius Korir, CBS
Principal Secretary

Emmy A. M'mbwanga
Project Coordinator

Moses M.
Project Accountant
ICPAK No.20561

J

CASHFLOW FROM OPERATING ACTIVITIES

Receiots from ooeratins activities
I 100,438,873-Proceeds from domestic and foreign grants

Pavments from operating activities
3,060,000)Compensation of employees

3,1 1 t,0443Purchase of goods and services

( 100.438.873)4Transfers to other government entities

Adiustments during the vear
(6.171,0441Net cash flow from oDerating activities

CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of Assets

Net cash flows from Investins Activities

CASHFLOW FROM BORROWING ACTIVITIES
Net cash flow from financing activities

6.171.0441
NET INCREASE
EOUIVALENTS

IN CASH AND CASH

7.424.401 13,595.4455Cash and cash equivalent at BEGINNING of the year

7.424,4015 7,424,401Cash and cash equivalent at END of the year
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INSTRUMENTS FOR DEVOLUTION ADVICE AND SUPPORT PROJECT QDEAS)
Reports and Financial Statements
For the financial ended June 30, 2022

10. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out

below:

f 0.1 Basis of Preparation

10.2 Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial reporting

under the cash basis of accounting, as prescribed by the PSASB and set out in the accounting policy

note below. This cash basis of accounting has been supplemented with accounting for; a) receivables

that include imprests and salary advances and b) payables that include deposits and retentions. The

financial statements comply with and conform to the form of presentation prescribed by the PSASB.

The accounting policies adopted have been consistently applied to all the years presented.

10.3 Reporting entity

The financial statements are for the Instrument for Development, Advice and Support Project (IDEAS)

under National Govemment of Kenya. The financial statements encompass the reporting entity as

specified in the relevant legislation PFM Act 2012 .

f 03.1 Reporting currency

The financial statements are presented in Kenya Shillings (KShs), which is the functional and reporting

cuffency of the Project and all values are rounded to the nearest Kenya Shilling.

10.4 SignificantAccountingPolicies

a) Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs, and the related cash

has actually been received by the Government.
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INSTRUMENTS FOR DEVOLUTION ADVICE AND SUPPORT PROJECT (IDEAS)
Reports and Financial Statements
For the Jinoncial year ended June 30, 2022

i) Transfers from the Exchequer

Transfer fiorn Exchequer is be recognized in the books of accounts when cash is received. Cash is

considered as received when payment instruction is issued to the bank and notified to the receiving

entity.

ii) External Assistance

Extcmal assistancc is reccivcd through grants and loans from multilateral and bilateral dcvclopment

partners.

iii) Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds frorn disposal of assets

and sale of tender documents. These are recognized in the financial statements the time associated

cash is received.

b) Donations and grants

Grants and donations shall bc recognizcd in the books of accounts when cash is receivcd. Cash is

considered as rcccived whcn a paymcnt advice is rcccivcd by thc rccipient entity or by the bencficiary.

In case of grant/donation in kind, such grants are recorded upon receipt of the grant item and upon

detennination of the value. The date of the transactiou is the value date indicated on the payrnent

advice.

c) Proceeds from borrowing

Borrowing includcs Treasury bill, treasury bonds, corporatc bonds, sovereign bonds and external loans

acquired by thc Project or any other dcbt thc Projcct may take on will be treatcd on cash basis and

rccognized as a rcceipt during thc year thcy wcrc receivcd.

d) Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement atrd relate to funding

tbr the Project currently under developrnent where conditions have been satisfied or their ongoing

satisfaction is highly likely and the project is anticipated to continue to completion. An analysis of the

Projcct's undrawn cxtcmal assistance is shown in thc ftrnding sulxmary

e) Recognition of payments

The Project recognises all payments when the event occurs, and the related cash has actually been paid

out by the Project.

6



INSTRUMENTS FOR DEVOLATION ADVICE AND SUPPORT PROJECT QDEAS)
Reports and Financial Statements
For the.financial yeor ended June 30, 2022

D Compensation of employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the period

when the compensation is paid.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are consumed

and paid for. lf not paid for during the period where goods/services are consumed, they shall be

disclosed as pending bills.

iiD Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they incuned

and paid for.

iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in which the

repayment is made. The stock of debt is disclosed as an annexure to the consolidated financial

statements.

v) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of

acquisition and proceeds from disposal of these items are treated as payments and receipts items

respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration

and the fair value ofthe asset can be reliably established, a contra transaction is recorded as receipt and

as a payment.

A fixed asset register is maintained by each public entity and a summary provided for purposes of

consolidation. This summary is disclosed as an annexure to the consolidated financial statements.

0 In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual goods and/or

services rather than in money or cash terms. These donations may include vehicles, equipment or

personnel services. Where the financial value received for in-kind contributions can be reliably

7



INSTRUMENTS FOR DEVOLUTION ADVICE AND SUPPORT PROJECT (IDEAS)
Reports and Financial Statements
For theJinancial year ended June 30,2022

determined, the Project includes such value in the statement of receipts and paynents both as receipts

and as paynents in equal and opposite amoullts; otherwise, the contribution is not recorded.

g) Cash and cash equivalents

Cash and cash equivalcnts comprise cash on hand and cash at bank, short-term deposits on call and

highly liquid invcstments with an original maturity of thrcc months or lcss, which arc readily

convertiblc to known amounts of cash and are subjcct to insignificant risk of changes in value. Bank

account balances include amounts held at the Central Bank of Kenya and at various commercial banks

at the er-rd of the financial year. For the purposes of these tlnancial statements, cash and cash

equivalents also include short tenn cash imprests and advances to authorised public officers and/or

institutions which were not surrendered or accounted for at the end of the financial year.

Restriction on cash

Restrictcd cash reprcsents amounts that arc limited/rcstricted from bcing used to settle a liability for at

least twelve rnonths after the reporting period. This cash is limited fbr direct use as required by

stipulation. Amounts maintained in deposit bank accounts are restricted for use iu refunding third part

deposits.

h) Accounts receivable

For the purposcs of thcse financial statements, imprests and advanccs to authorised public officers

and/or institutions which were not surrcndcred or accountcd for at the end of thc financial year is

treated as receivables. This is in recognition of the government practice where the irnprest payments are

recognized as payments when fully accounted fbr by the irnprest or AIE holders. This is art

enhancement to the cash accounting policy. Other accounts receivables are disclosed in the financial

statements.

i)Contingent Liabilities

A contingcnt liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed only by

the occurreltce or noll-occurrence of one or more uncertain future evettts not wholly within the

coutrol of the entity; or

b) A present obligation that arises liorn past er,'ents but is nol. recognised because:

8



INSTRUMENTS FOR DEVOLUTION ADVICE AND SUPPORT PROJECT (IDEAS)

Reports and Financial Statements
For the financial year ended June 30, 2022

i) It is not probable that an outflow of resources ernbodying economic beneflts or service

potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities mayarise fron5 litigation in progress, gtlarantees, indemnities. Letters of

comfort/ support, insurancc, Public Privatc Partncrships,

The Entity does not rccognize a contingcnt liability but discloscs dctails of any contingcncics in thc

notcs to thc financial statemcnts unless thc possibility of an outflow of rcsourccs cmbodying economic

benefits or service potential is remote. There were no contingent liabilities in the year. Section 89 (2)

(i) of the PFM Act requires the National Govemlnent to repoft on the paynents made, or losses

incurred, by the county government to meet contingent liabilities as a result of loans during the

financial year, including payments made in respect of loan write-offs or waiver of interest on loans

.During thc ycar there wcrc no contingent liabilities

j) Contingent Assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occurrence or noll-occurrence of one or ffIore uncertaitt future evellts l-lot

wholly within the control of the Entity in the notes to the financial statements. Contingent assets are

assessed continually to ensure that developlnents are appropriately reflected in the financial statements.

If it has bccomc virtually cerlain that an inflow of econonric bcncfits or scrvicc potcntial will arisc and

the asset's valuc can bc mcasured rcliably, thc asset and thc rclated revenuc arc recognizcd in thc

financial statcments of thc pcriod in which thc change occllrs.

k) Pending bills

Pending bills consist of unpaid liabilities at the end of the finarrcial year arising from contracted goods

or services during the year or in past years. As pending bills do not involve the payment of cash in the

rcporting pcriod, thcy recorded as 'memorandum' or 'off-balancc' itcms to providc a scnse of thc

ovcrall net cash position of thc Projcct at the cnd of thc year. Whcn thc pending bills arc finally settlcd,

such payments are included in the statement of receipts and payments in the year in which the payments

are made.

9



INSTRUMENTS FOR DEVOLATIOI,IADVICE AND SUPPORT PROJECT (IDEAS)
Reports and Financiul Statements
For the linoncial year ended June 30, 2022

l)Budget

The budget is developed on a comparable accounting basis (cash basis), the same accounts

classification basis (except for accounts receivable - outstanding irnprest and clearance accounts and

accounts payable - deposits, which are accounted for on an accrual basis), and for the same period as

the financial statemcnts. Thc Projcct's budget was approved as rcquircd by Law and National Trcasury

Regulations, as well as by thc participating developmcnt partncrs, as dctailed in the Government of

Kcnya Budget Printed Estirnates for the ycar. The Developrnent Projects are budgetcd for under thc

Ministry of Devolution but receive budgeted funds as transfers and account lbr them separately. These

transf-ers are recognised as inter-entity trausfers and are elirninated upon consolidation.

A high-level assessment of the Project's actual perfonnance against the comparable budget for the

financial year/period under review has been included in an annex to these financial statements.

m) Third party payments

Includcd in thc reccipts and payments. are payrents rnade on its bchalf by to third partics in form of

loans and grants. These paynents do not constitute cash receipts and payments and are disclosed in the

payment to third parties'column in the statement of receipts aud paynents.

During the year Kshs 100,438,873 being loan disbursements were received in form of direct paynents

from third pafties.

n) Exchange rate differences

Thc accounting records arc maintained in the functional currency of thc primary cconomic environmcnt

in which the Project opcratcs, Kcnya Shillings. Transactions in foreign currencies during the

yearlperiod are converted into the functional currency using the exchange rates prevailing at the dates

of the transactions. Any foreign exchange gains and losses resulting fiom the settlement of such

transactions and from the translation at year-end exchange rates of monetary assets and liabilities

denominated in foreign curencies are recognised in the statements of receipts and payments.

o) Comparative figures

Where necessary comparative tigures for the previous financial yearlperiod have been amended or

reconfigured to conform to the required changes in financial statement presentatiou.

t0
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For the financial ended June 30, 2022

p) Subsequent events

There have been no events subsequent to the financialyearlperiod end with a significant impact on the

financial statements for the year ended Jlune 30,2022.

q) Errors

Material prior period errors shall be corrected rctrospectively in the first sct of financial statemcnts

authorizcd for issuc after thcir discovery by: i. Rcstating the comparative amounts fbr prior period(s)

presente{ in which the error occurred; or ii. If the error occurred before the earliest prior period

presente<j, restating the opening balances of assets, liabilities and tret assets/equity forthe earliest prior

period presented.

l1



t

INSTRT]MENTS FOR DEVOLUTION ADVICE AND SUPPORT PROJECT QDEAS)
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II. NOTES TO THE FINANCIAL STATEMENTS

I. PROCEEDS FROM DOMESTIC AND FOREIGN GRANTS

During the l2 months to 30 June 2022we received grants from donors as detailed in the table below:

2. COMPENSATION OF EMPLOYEES

Grants Received
from Multilateral
Donors (International
Orsanizations)

100,438,873 238,383"946100.438,873European Union (EU)
100.438.873 239,393,946100,438,873Total

KShs KShs KShsKShs KShs

13,s00,0003,060,000Basic salaries of
permanent employees

r,260,000Basic wages of temporary
cmployecs

14,760,0003,060,000Total

t2
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3. PURCHASE OF GOODS AND SERVICES

[Purchase of laptops/computers o.f Ksh 343,966 is also recognized as an asset and has been included in the

asset registerJ

KShs K
Sh
s KShs KShsKShs

4,231,393Training expenses

272,000
Utilities, supplies and
services

1.692,666343,966Acquisition of Assets

9,654,538
Domestic Travel and

subsistence

2.767.0782,767,078
Printing, advertising and
information supplies

3,1 11,044 24,454,023Total

l3
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. TRANSFERS TO OTHER GOVERNMENT ENTITIES

During the 12 months to 30 June 2022, we transferred funds to reporting government entities as shown

below:

We have confirmed that the beneficiary institutions have received the funds and have recorded these as inter-

entity receipts. We have attached these duly signed confirmations as atl Annex 2 to the financial statements.

KShs KShs KShs KShs

Transfers to National Government
entities

9,503,515.00National treasury

75,370,750.0028,988,750 28,988,750Kenya School Of Government-KSC

Transfers to County Government

73,255,622.00Baringo

93,859,855.00Kisii

3t,676.176 58,305,601.0031,67 6,176Kisumu

99,000,000.00Kwale

73,028,491.0018,744,940 18,744,940Laikipia

99,000,000.00Makueni

70,008,8 19.00Marsabit

94,002.743.00Migori
78,776,776.00Nyandarua

62,2t4,484.00Samburu

51,980,909.00Taita Taveta

79,840,765.00Tana River

98,999,496.00Uasin Gishu

19,908,166 69,892,507.0019,908,166Wajir

l,120,78 r 1,120,78 I 77,504,904.00West Pokot

100,438,813 100,438,813 1,335,995,300.00TOTAL
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5.

6.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

CASH AND CASH EQUIVALENTS

The project has one Local project account as listed below

A Bank Accounts

Project Bank Accounts

7. FUND BALANCE BROUGHT FORWARI)

7,424,401 13,595,445Bank accounts (Note 8.13A)

Cash in hand (Note 8. l38)
Cash equivalents (short-term deposits) (Note 8.13C)

7,424,401 13,595,445Total

Local Currency Accounts
7,424,401 13,595,445Central Bank of Kenya [A/c No 1000318287]

7,,424,401 13,595,445Total bank account balances

7,424,401 13,595,445Bank accounts

Cash in hand

Cash equivalents (short-term deposits)

Outstanding imprests and advances

13.595.4457,424,401Total

l5
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12. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOR'S RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that

were provided to the auditor. We have nominated focal persons to resolve the various issues as shown

below with the associated time frame within which we expect the issues to be resolved.

resolvedI
Budgetary control
and performance

The low absorption
was due to some
counties had not met
all the conditionalities
for disbursement

Program
coordinator

resolved2
Unresolved prior
year issues

The prior year issucs

have been resolved
Program
coordinator

JULIUS KORIR, CBS

PRINCIPAL SECRETARY

EMMY M MBWANGA

PROJECT COORDINATOR
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APPPENDICES

i. Signed confirmations from beneficiaries in Transfers to Other Government Entities

ii. Bank Reconciliations statement as at 30th June2O22

iii. Board of Survey Report

iv. Special Deposit Account(s) reconciliation statement(s)

v. GOK IFMIS comparison Trial Balance
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