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National Treasury Information Management
nd Information

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

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

ibilities of the National Treasury. This has been actualized in Section ll and l2 of the
irrancc Managemerlt (PFM) Act2012

inet level. the National I'reasury is represented by the Cabinet Secretary for National
and Planning, who is responsible for the general policy and strategic direction of the

itution of excellence in economic and public financial management

n

nlote economic lransftrrmation fbr shared growth through lbrmulation, implementation and

ing of prudent economic and financial policies at nationaI and county levels of
ent

Values

National Treasury is committed to providing quality services to all and is guided by the

ing core values: Custor"ner Focus, Results Oriented. Stakeholder Participation,
fessionalism, Accountability, Integrity and 'l'ransparency, Teamwork and Staff as key asset,

ity, Fairness and Inclusion,

ndate of the National Treasury

c National 'I'reasury derives its mandate from Article225 of the Constitution, Public Finance
nagenlent Act 2012 arrd the Executive Orders No.2/2013 and No.l/2018. The National

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

veloped or reviewed by Parliament from time to time

e core functions of the National Treasury as derived from the above legal provisions inclr"rde:

o Formulate. implement and monitor macro-economic policies involving expenditure and

reven Lle I

o Manage the level and composition of national public debt, national guarantees and other
flnarrcial obligations of national government;

o Formulate, evaluate and promote economic and financial policies that lacilitate social and

economic development in conjunction with other national government entities;

i IPngr:
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o Mobilize domestic and external resources for financing national and county government

budgetary requ irements;

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

county governments to ensure transparent financial management and standard financial

reporting;

o In consultation with the Accounting Standards Board, ensure that unifbrm accounting

standards are applied by the national government and its entities;

o Develop policy for the establishment, management, operation and winding up of public

funds;

o Prepare the Annual Division of Revenue Bill and the County Allocation of Revenue Bill;

o Strengthen financial and fiscal relations between the national government and county

governments and encourage support for county governments

o Assist county governments to develop their capacity fbr ef flcient. efJ'ective and

transparent fi nancial management; and

o To prepare the National Budget, execute/implement and control approved budgetary

resources to MDAs and other Government agencies/entities.

Role of the National Treasury in the Devolved System of Government

The National Treasury is mandated by law to:-

o Strengthen tlnancial and fiscal relations between the National Government and County

Governments and encourage support for county governments in performing their

functions.

o Assist county governments to develop their capacity for efficient, eff'ective and transparent

financial management.

. Prepare the annual Division of Revenue Bill and the County Allocation of Revenue Bill.

o Provide logistical support to intergovernmental institutions overseeing intergovernmental

fiscal relations.

o Coordinate the development and implementation of flnancial recoverv plans for county

governments that are in financial distress.

o Coordinate capacity building of County Governments on public flnance management

matters.

ii I Pagt:
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Kcv M nagement

'fhe N onal Treasury day-to-day management is under the following key of'fices;

Office the Principal Secretary

e is responsible for the administration of the National Treasury operations. ln addition.]'his
the P ncipal Secretary is charged with the responsibility of providing advice to the Cabinet
Secret in order to enhance efficiency and collective responsibility. The Principal Secretary is
thc A unting Officer fbr Vote l07l - NT

Orga izational structure of the National Treasurv

I'he ational -['reasury is organized into lour (4) technical Directorates headed by Directors
C land one (l) Adrninistrative and Support Services Directorate headed by a Principal
Adm nistrative Secretary. Each Director Ceneral is responsible for a Directorate comprising of a

clu of Departments responsible for related policy functions. The Directorates and Departments
are follows

D rate of Budget, Fiscal and Economic Affairs

The Directorate is headed by a Director General, reporting to the Principal Secretary, National
1- ury. [t is organized into the following five (5) Technical Departments each headed by a

Di

o BLrdget Department;

o Macro and Fiscal Affairs Department

o Financial and Sectoral Affairs Department;

o Inter-Governmental Fiscal Relations Department

. Public Procurement Department.

rcctorate of Accounting Services and Quality Assurance

e Directorate is headed by a Director General reporting to the Principal Secretary, National
sury. It is organized into the following four (4) Technical Departments each headed by a

irector:

o Government Accounting Services;

o Internal Audit Services Department;

. Financial Management Information Systems (FMIS)

o National Sub-County Treasuries.

iii I l:'agc
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Directorate of Portfolio Management

The Directorate is headed by a Director Ceneral. reporting to the Principal Secretary. It is

organized into the fbllowing four (4) Technical Departments each headed by a Director:

o Government Investment and Public Enterprises;

o National Assets and Liabilities Management;

o Pensions Department.

o Public Private Partncrship [Jnit

Directorate of Public Debt Management Office

'l-lre Directorate is headed by a Direotor General, reporting to the Principal Secretary. It is

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

o Resource Mobilization (Front Office);

r Debt Policy. Strategy and Risk Management (Middle Offlce);

. Debt I(ecordirrg and Settlernent (Back Otflce).

Directorate of Administrative and Support Services (Common Shared Services)

The Directorate is headed by a Principal Administrative Secretary, reporting to the Principal

Secretary. It is organized into twelve (12) specialized functions offering common shared services.

The common shared services of the National Treasury consist of functions that are not core to the

National Treasury but oft'er critical support services to the National Treasury. The functions

include:

o Accounting.
o Finance,
o Human Resource Managetnent and Developnlent.
o Central Planning and Project Monitoring,
. Supply Chain Management,
o Legal,
. PublicCommunications.
o General Administration,
. Records Management;
o Internal Audit:
o IC'l'
o Covernment Clearing Agency

iv I Pitg,,t:
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Fiduci ry Management

The k managelnent personnel who held olfice during the financial year ended 30th June 2018
and had direct fiduciary responsibility were

NameNO. Designation
i Chief Adnrinistrative Secretary l{on. Nelson Gaichuhie

Dr. Kamau Thueee. CBS2 I Principal Secretary
Mr. Musyirni S.K. CBSSecretary Adm in istration3

Mutua Kilaka, CBS,SS4 ] Principal Administrative Secretary, CBS, SS

Dr, Geoffrey Mwau, EBS5 Director General. BFEA
Mr. Bernard Ndung'u, MBSI. Director General, Accounting Services & Quality

Assurance
Ms. Esther Koimett, CBSDirector General, PIPM
Mr. Musa GathanieDirector, Macro and Fiscal Affairs Department
Mr. Francis Anyona, OGW). ] Director. Budget Department

Director. Financial and Sectoral Affairs Department Mr. Christopher Oisebel0
ll Director, Public Procurcrnent Department

Mr. Albcrt Mwenda, HSC
Mr. Eric Korir

12. Ag. Director, Intergovernmental
Department

F iscal Relatiorrs

Mr. Alfayo Mogakal3 Internal Auditor Ceneral
Mr. Jona Wala14. Ag Director, Covernment Accounting Services Department
Ms..laneWNMacharial5 Senior Assistant Accountant General

Ag Director. National Sub County Treasuries Mr. Francis Kariukit6
Mr. Harry Mwangil7 Director Government Dieital Payments
Mr. Stanley Kamanguyarti Ag Director. Financial Managemetrt Infbrmation System
Eng. Stanley KamaLt19. Director, Public Private Partnership tJnit
Mrs. Beatrice Gathirwa20. i Director. National Assets and Liability Management
Mr. Kennedy Ondiekr2t Director, Cclvernnterlt Investment and Public Enterprises
Mr.Shem Nyakutu22 Director, Pensions Department
Mr. Jackson Kinyaniui. OGWAe. Director General Resource Mobilization Department23
Mr. Daniel Ndolo24 Director, Debt Policy, Strategy &Risk Management

Department
Mrs. Felister KivisiAe Director. Debt Recording and Settlement Department25
Mr. George Cichuru26 Head, Accounts Division
Mr. Kimathi Mugambi, HSC27 i Head, Finance
Mr. Peter Momanyi28. I tlead" SCM
Mr..lohn Kariuki29. tlead, Internal ALrdit Unit

Director. l-luman Resource Management &Development Ms. Susan Mucheru30
Mr. George Kariuki3l Ag Director. lnfbrmation Communication and Technology
Mr. Antony Muriu32 Head. Central Planning and Proiect Monitoring Unit
Mr. Maina Kigaga33 Head, Public Communications

Programme Coordinator, Public Financial Management
Reform Secretariat

Mr. Julius Mutua34

Mr. Felix Ateng35 Ag. Director, Covernment Clearing Agency

I I) rr ;i r'
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Fiducia ry Oversight Arrangements

To manage the fiduciary risk, the National Treasury has put in place fiduciary oversight

arrangements including setting up committees. The key oversight arrangements include:

Internal Audit Unit
The National I'reasury has a well-resourced interrral Audit Unit.'l'he unit is charged rvith thc

responsibility of identifying risks in the management and day to day operatiorts of'the Ministry
through the risk based audits.'fhe Unit reports directly to the accounting of'tlcer on a rcgular

basis.

Audit Committee
'Ihe National 'freasury established an audit committee cornprising officers from all departments

of the Ministry, under the chairmanship of the Senior Chief Finance Offlcer. The Cornrnittee

reviews and analyses all audit queries and makes recommendations on how to reduce fiduciary
risks. In addition, the comnrittee prepares responses to all audit queries lbr presentation to thc

relevant comm ittees of parl iarnent.

Project Implementation Comm ittee
To monitor the implernerrtation of the Government's lnfiastructure [)ro.iects. thc National
Treasury has established a Project Steering Committee comprising Principal Secretaries from

imptementing Ministries and appointed a technical committee comprising officers fiom the

technical departments of the Ministry. The Committees review and analyse the progress made by

ministries in the implementation of domestically and externally funded projects and advises

accordingly.

Other fiduciary oversight arrangements include the ftlllowing conrnrittees rvith spccific
objectives;

Senior Management Com mittee
To monitor the implementation of the Ministry's programmes and performance. the National
Treasury has appointed a Senior Management Committee comprising of Directors General and

Heads of Departments. The Committee receives reports frorn departments, builds consensus on

National Treasury responses to emerging issues, challenges and risks and ensures that the

decisions of top management are implemented in a timely manner.

Public Financial Management Sector Working Group
l'o facilitate the irnplementation of financial management refbrms. the Natiotral '['reasury has

appointed senior otllcers to the Public Financial Management Sector Workirrg Croup.'l'hc
Committee plays an oversight role in the implementation of flnancial refbrrrs in the pLrblic servicc
in collaboration with the development partners.

vi I l)lrgt'
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Budget
To mon

m plementation Com m ittee
the implementation of the Ministry's budget, programmes and activities, the National

'lreasu has appointed a committee comprising of officers from all the Departments of the
Minist , The Committee reviews and analyses the progress made by Departments in the
impl ion of budget and the planned programmes and activities and advises the
m accordingly

Moni g and Evaluation
The Mi ry undertakes monitoring and evaluation exercises to establish progress made in the
impl
develop

tation of various programmes and projects including those that are funded by the
ent partners.

vit I age
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2. Forward by The Cabinet Secretary
'flie National Treasury is mandated to coordinate econornic and flrrancial rnanagemerrt of the

country in accordance with section l2 of the Pr.rblic F-inance Matragenrcnt Act.20l2. Ovcrall. tlre
National Treasury has strived to maintain a policy environnrent that is cottducivc to ccot-ttltttic

growth and development of the coLrntry. As a result ol consistent irlplerrrcntation ol'bold
economic policies. structural relbrms and sound macroeconomic management, the econonty'

remained resilient in 2017 despite uncertainty associated with the prolonged political elections
period coupled with the effects of adverse weather conditions. The Economy grew by 4,9 percent

compared to a revised growth of 5.9 percent in 2016. ln the first quarter of 2018, the economy

recovered and grew by 5.7 percent oompared to a growth of 4.8 percent in the same quarter last

year. This growth was mainly attributed to improved weather conditions and rebound in business

and consumer confrdence lbllowing political stability in the country. 'l'he 4.9 percent econotric
growth in 2017 generated 898,000 new jobs up frorn 833.000 nerv.iobs in 201(r ancl is abovc 2.8

percent average grorvth ttrr the sub sub-saharan Afiica.

GDP Annual Growth Rates 2016 and 2017
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Despite the difflcult circumstances taced last year. the Country was able to preserve

ntacroeconomic stability ivith irrllation. interest rates and exchattgc ratcs rctnaitrirrg largell stablc

throughout 2017.'l'his serves as a clear demonstration to donrestic as w'ell as lirrcigrr irrvcstors ol
our cornmitment to rraintairl macro-econornic stability, rvhich is key'in cnltancing investor
confidence. -l-he Clountry nrade notable progress in 2017 irr improving the casc of'doing bttsiness.

thereby providirrg a conducive business environment lbr both domestic and tirreigrt ilrvestors.

Tliese refbrms have seen Kenya being ranked f,avourably in the ease of doing business and as a

top investment destination. For two consecutive years (2016 and 2017 World Bank's Doing
Business Reports). Kenya ernerged as the third most reformed country in the world. and in the

2018 Report, as tlre third best in sub-Saharan Africa and position 80 overall.

The 2017 Errrst & Young (UY) Africa Attractiveness Index ranked Kenya secolrd top investtrent
hLrb in Africa, alter Morocco, The Report also classifies Kenya as thc top rnost prel'errecl

viti lPri ut,r
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I N VCSt t destination in East Africa, with the ma.iority of investors being attracted by the good

i n frast re, ease of doing business, and strong economic growth and prospects

In term
an app
Kshs.9
90.5%.
classifi
[)ublic
Markct
I) rcl g ra

and S

of budget performance, the National Treasury expenditure stood at Kshs.39.4l6m against
budget of Kshs.42.540m in Recurrent while Development expenditure stood at

6lm against an approved budget of Kshs.ll.862m giving an overall absorption rate of
The National Treasury implemented the 2017118 budget within four economic

n/programmes. These were General Administration. Planning and Support Services,
inancial Management, Economic and [iinancial Policy Formulation and Management and

C ompctition. As demonstratcd in the bar graph below. the Market Competition
rne had the highest absclrption at l00oh followed by General Administration, Planning
port Services at 92oh, Public Financial Management Programme at 81.7% and Economic

and Fin ial Policy Formulation and Management (78%).

Bud Absor on rate Econom ic Classifi cation/P rammes
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Other
a

cy achievcrrrents during the period under review are:-
'l'he Natiorral 'l'reasury continr,red to implernent its mandate of supporting the devolved

systern olGovernrlent. In terms of payments, the County Covernments received a total of
Kshs.327 billion in 201712018 up from Kshs.302.2 billion in 201612017. Since their
establishment in March 2013, County Governments have received more than Kshs.l.3
trillion lrom the National Government.

In line with its commitment to enhance the County Governments capacity, the National
Treasury developed the County Covernments (Reverrue Raising Regulation Process) Bill.
Tlre Bill is geared towards addressing the challenges County Covernments are

cncounterirrg in revenue collection, mitigating their negative effects and assisting the
('ounties to optimize own-sources revenue.
'l'he National 'l'reasury successfully priced a new $2 billion Eurobond Transaction. This
issue was 7 times oversubscribed thus making it one of the highest order book for an issue

lrom Africa, and providing a dollar yield curve stretching out to 30 years. This made

Kenya one of a handful of Governments to achieve this. Specifically with the 30 year

a

a
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yield, international investors dernonstrated their long term belief that Kenya is a stable

economy in rvhich long-term investments are saf'e.

Some of the challenges the National Treasury faced while implementing the 2017ll8 budget

irrclude:-

L Lack of adequate funds/exchequer to flnance all the budget requests by Ministries.
Departments and Agencies.

2. Low absorption of Official Development Assistance (ODA).
3. Uncertainty associated with the political elections that slowed dorvn econorlic activity thus

af fecti n g revenue performance.
4. Slow enactment of relevant regulations and related legal irrstruments to facilitate flnancial

sector deepening.

-fo surntount the above challenges and ensure successful inrplementation of the National 'freasury

goals and objectives. the Ministrv will:-

l. Maintain macroeconomic stability by ensuring that inflation, interest ratc's and exchange rates

remain largely stable.
2. Continue to improve the environment fbr businesses to thrive, deal dccisivelv with corruptiotl

and address the governance and perfbrmance challenges at our parastatals and State-linked

companies. as well as improve efficiency in our financial sector irr order to boost investments

and create jobs.
3. Manage the level and composition of national public debt, national guarantees and other

flnanc ial ob I i gations of national government effectively ;

4. Continue to maintain a prudent fiscal stance consistent with the medium-term debt targets

while pursuing a shift in the composition of expenditure towards development priorities.

5. Strengthen capacity in public financial management to MDAs and County Governtncnts ttr

improve oversight of Public resources and Strengthen llnancial and lrscal rclatiotrs bctrvccrr

the national government and county governments

6. Enhance the Covernment's cash management system to avoid undltc pressure on payment

flows and interest rates. and reduce borrowing costs for the government and tlre private sector.

7. Promote the Public Private Partnership initiatives to finance government capital projects.

8. Engage other developrnent partners for concessional loans and grants as well as pursue

strategies to facilitate issuance of international bonds to f.inance government projects.

9. L,nsure constant collaboration between the National Treasury and all the Stakeholders.
10. Strengthen monitoring and evaluation framervork.
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national Organization Subscription Fund

1 Securing reliable, predictable and sustainable funding
African Union (AU). At different moments, AU actors

reliance on external partners to flnance the continental
integrarfion and development agenda. The Constitutive Act of the AU promotes the self-reliance
ol'the lUnion. Sirnilarty. Agenda 2063's Aspiration number 7 wishes f'or Africa to become a

strong.i united and influential global player. and to be "fully capable and have the means to
linanc{ her cleveloprnent". 'flre Executive Council and the AU Assembly have taken various
decisi(ns on linding alternative soLrrces of financing the union.

l

l'l'he riU Assernbly, at its July 2016 Sumrnit in Kigali, considered the report of the High
Repre$entative's new proposal. On this occasion, the Assembly decided to "institute and

irnplerfrent a levy on all eligible imported goods into the continent to flnance the African [Jnion

Operafional, Program and Peace Support Operations Budgets starting from the year 2017

I

The thxable base of the AU import levy will be the value of eligible goods originating from
oLrtsife the territory of the Afl'icarr Union, and imported and consumed in arr AU Member State.
'l'he ldvy shall apply to the Cost Insurance and Freight (CIF) value at the port of arrival for those
goocl$ that arrive eithcr by sea or road, and to cLrstoms value at the airport of disembarkation for
goocl{ arrivirtg by air

Und
subs

r the Public Finance Management (African Union and other International organization
iption Fund) regulations,20lT there will be established a fund to be known as the African

t.Jni and other International organization subscription Fund. The Fund shall consist of l0% of
the I port Declaration fee imposed under section 7 of the miscellaneous fees and levies act20l6
and onies appropriated by parliament. The purpose of the Fund shall be to make Kenya's
con ibution to the African Union and any other international organization to which Kenya has a
fl rr cial obligation

f .Z ia,rrninistration of the Fund
[:un(ls should bc transferred from the Holding Account maintained at the National Treasury to
catch for Afiican tJnion and other International Organization Subscription costs. The fund

ndrjrinistrator is expected to be appoirrted by the Principal Secretary, The National T'reasury &
Plarhning to operationalize the fund.

l
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3.3 Key Management and reporting arrangement for the Holding Account of the Fund

The key management personnel who held office during the flnancial year ended 3Oth.lurre 2018

and who had direct fiduciary responsibility were:
The National Treasury Headquarters
Treasury Building,
Harambee, Avenue
Nairobi Kerrya

The National Treasury Contacts
P.O. Box 30007- 00100,
Te I ephone : (25 4)020 -2252?99
Emai I : info@treasury.go.ke
Website: www.treasury.go.ke

The National Treasury Bankers
Central Bank olKenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Independent Auditors
Auditor General
Office of the Auditor General
Anniversary'fowers, University Way
P.O Box 30084
GPO 00100
Nairobi. Ken1,a

I'rincipal Lcgal Adviser
The Attorney Ceneral
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi. Kenya

xii I l) rr g1 r'
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3.4 Co mentary on the financial statements of the Fund

'l'he Ho ding Account received Kshs 2,644,297,368.05 during the financial year 201712018 as

com to Kshs.787,939,623.00 in the FY 201612017. The money was received from the
enue Authority as the appointed collector of the revenue for the Fund.

year ended 30th June 2018, no money had been transferred from the Holding Account

Kenya

During
to the rons account.

Asat3 June 2018, the Holding Account had a cumulative balance of Kshs.3,432,236,991.05
The fu s are held in the holding bank account at the Central Bank of Kenya

dfi| a.g e
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4. Statement of Responsibility
Section 8l (l) of the Public Finance Managemerrt Act, 2012 requires that. at the end ol'eaclt
flnancial year. the accounting olllcer fbr a National Governrnent entity shall prepare flrrancial

statements in respect o1'that entity. Section 8l (3) requires the llnancial statements so preparcd to

be in a lornt that conrplies with relevant accounting starrdards as prescribcd b1, the Ptrblic Scctor

Accounting Standards []oard ol'Kenya ll'ottr time to titne.

'l'he Accourrting Otlicer in charge of"l'he National 'l'reasury is responsiblc lbr thc prcparation ancl

presentation ol'the Aliican Urriorr arrd other lrrternational Organizatiott Subscrilttiott Irtttttl lloldirlg
Account. which give a true and lair view ol'the state ol'allairs ol'the Funcl lbr ancl zts at thc crld ol'

the frnancial year (period) ended on June 30.2018.'l"his responsibility includes: (i) maintaining

adequate financial ntanagement arrangements and ensuring that these continue to be ellcctive
throughout the reporting period: (ii) maintaining proper accountitrg records. which clisclose *'ith
reasonable accuracy at any tirre the status clf the Fund by the Natiorral 'freasLrryl (iii) designing.

irnplernenting and mairrtairring internal controls relevettrt to the preparatiotl and fair presentation

ol'thc rcveltLlc rL.p()11. arrcl elrsurirrg that thcy are fl'ee ll.om tlaterial llisstatcnrctlts. u'hetltcr dttc

to crror or fiaud.

'l'he Accourrting Oflicer in charge of 'l'he Natiorral 'freasury accepts resporrsibility ttrr the Atiican
LJrrion and other International Organization Subscription Furrd llolding Accot-tttt. w'hich ltas beett

prepared on the Cash Basis Method using appropriate acccluntirrg policies in accordancc with

Irrternationat Public Sector Accounting Standards (IPSAS) and relevatrt legal fl'amelvork ol'the
Oovernment of Kenya. -fhe Principal Secretary is o1'the opinion that the tllrancial statements of'the
Afiican Union and other International Organization Subscription Irund Ilolding Account give a

true and f.air view ot'the perlbnnance of the Fund during the financial year ended June 30. 2018.
'l'he Prirrcipal Secretary in charge o1''fhe National 'lreasury lirrther conlirms the cornpletencss ol'

thc accounting recorcls rnaintaincd tbr the Irund. wltich have been relied upon in the prcparation ol'
this rcporl as u,cll as the aclequacl,ot'the s)'stcms ot'intcrnal llrrarrcial cclntrtll.

'l'he Accounting Ofliccr conflrms that the Irund has complied fully rvith applicablc (iovct'tttttcnt

Ilegulations. Further the Accolltting Officer conflrnrs that this repofi has bcen prcparccl in a firrttr
that cornplies with relevant accounting starrdards prcscribed by the Public Sector Accotrrtting
Standards Board of Kenva,

Notes to the llrrancial statements set out on pages 5 to 6 lortn an integral part of these

statements.'l'his staterlent has been prepared. reviewed and approved on to I lZ

Signatu re Signatu

Irnarrcial
2020 bry:

Julius Muia, PhD, EBS
Principal Secretary,

The National Treasury

CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n hanc ing Accoun t a bi I i t1t

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ootoo
NAIROBI

RE T OF THE AUDITOR.GENERAL ON AFRICAN UNION AND OTHER
INTE ATIONAL ORGANIZATIONS SUBSCRIPTION FUND FOR THE YEAR ENDED
30J E,2018 - THE NATIONAL TREASURY

RE RT ON THE FINANCIAL STATEMENTS

Adve Opinion

audited the accompanying financial statements of African Union and Other
nal Organizations Subscription Fund set out on pages 1 to 7, which comprise

the ent of assets and liabilities as at 30 June, 2018, and the statement of receipts

n ry for the purpose of the audit

In my opinion, because of the significance of the matters discussed in the Basis for
Adve Opinion section of my report, the financial statements do not present fairly, the

position of African Union and Other lnternational Organizations Subscription
at 30 June, 2018, and of its financial performance and its cash flows for the year
ed, in accordance with lnternational Public Sector Accounting Standards (Cash

financ

Basis)

Basis

do not comply with the Public Finance Management Act, 2012

Lack

r Adverse of Opinion

Proper Books of Accounts

The F

ts, statement of cash flow and the summary of budget versus actual
nce for the year then ended, and a summary of significant accounting policies
explanatory information in accordance with the provisions of Article 229 of the

tion of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
rmation and explanations which, to the best of my knowledge and belief, were

nd did not maintain proper books of accounts including receipt vouchers, cash
ledgers, and bank reconciliation statements. Further, the summary of budget
actual performance reflects budgeted revenue estimates of Kshs.3,096,700,000

showi
n 10o/o of total estimated import declaration fee. However, supporting documents
how the amount was arrived at were not availed for audit review. !n addition, the

nt did not indicate the estimated expenditure for the year contrary to Section 2 of
the riation Act, 2016

Con uently, the validity, accuracy and completeness of the financial statements for the
year e 30 June, 2018 as prepared and presented for audit could not be established

Report the Auditor-Ceneral on African Union and Other Internationql Organizations Subscription Fund for the
yeqr 30 June, 2018 - The National Treasury
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (!SSAls). I am independent of the African Union and Other International
Organizations Subscription Fund Management in accordance with ISSAI 130 on Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my adverse opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
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 Conclusion

1. Late Submission of Financial Statements

Contrary to the provisions of Section 24 (10) of the Public Finance Management Act, 2012
and Regulation 7 (2) (c) of Public Finance Management (African Union and Other
lnternational Organizations Subscription Fund) Regulations, 2017, the financial
statements for the year were submitted for audit on 6 March,2019, five months after the
prescribed deadline of 30 September,2018.

Management is in breach of the law to this extent.

2. Non-Payment of Government Subscription to African Union

Regulation 4 of the Public Finance Management (African Union and Other lnternational
Organizations Subscription Fund) Regulations, 2017 provides that the object and purpose
of the Fund shall be to make Kenya's contribution to the African Union and other
international organizations to which Kenya has a financial obligation. However, the Fund
did not pay the Government of Kenya's contribution to the African Union and other
lnternational Organizations during the financial year despite the availability of substantial
funds for the purpose. Additional information indicates that, in the 2017118 financial year,
the Ministry of Foreign Affairs continued to pay the contributions to the African Union and
other international organizations.

Report of the Auditor-General on African Union and Other International Organizations Subscription Fundfor the
year ended 30 June. 2018 - The National Treasury
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Manag nt is in breach of the law to this extent.

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

with ethical requirements and plan and perform the audit to obtain assurance

statements are in compliance, in all material respects, with the authorities that
them. I believe that the audit evidence I have obtained is sufficient and appropriate

top a basis for my conclusion

about whether the activities, financial transactions and information reflected in the

The
comp

finan
gove

RE
AN

RT
D

ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
RALL GOVERNANCE

Con uston

ns rJquired by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
proc{dures performed, except for the matters described in the Basis for Conclusion on
Effecfiiveness of lnternal Controls, Risk Management and Governance section of my
repo4t, I confirm that, nothing else has come to my attention to cause me to believe that
inter{ral controls, risk management and overall governance were not effective.

Basi$ for Conclusion

1. lack of Segregation of Duties

Confrary to the provisions of Section 68(1) (e) of the Public Finance Management Act,
2011, which requires accounting officers to ensure that all applicable accounting and
finaq\cial controls and systems are followed, the financial transactions for the Fund were
proQessed by one officer without segregation of duties. Consequently, internal controls
werp inadequate.

I

2. f.lon-Operationalization of the Fund

l

Th$ secretariat necessary to operationalize the Fund had not been set up as at 30 June,
2018. This is contrary to Section 7(2) of the Public Finance Management (African Union
an( Other lnternational Organisations Subscription Fund) Regulations, 2017. The Fund
didlnot therefore, utilize the approved budget for the period.

I

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

ponsibilities of Management and those Charged with Governance

M nagement is responsible for the preparation and fair presentation of these financial
nts in accordance with International Public Sector Accounting Standards (Cash

sis) and for maintaining effective internal control as Management determines is

of the Auditor-General on African Union and Other International Organizations Subscription Fund for the

B

ended 30 June, 2018 - The National Treasury
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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 overall governance.

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

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

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

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

Auditor-General's Responsibilities for the Audit

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

Report of the Auditor-General on African Union and Other lnternational Organizations Subscription Fund for the
year ended 30 June, 2018 - The National Treasury
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ofi I controls, risk management and overall governance processes and systems in
with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit

the a it report in compliance with Article 229(7) of the Constitution. My consideration of
rnal control would not necessarily disclose all matters in the internal control thatthe i

mtg be material weaknesses under the lSSAls. A material weakness is a condition in
the design or operation of one or more of the internal control components does notwhic

red
am

to a relatively low level the risk that misstatements caused by error or fraud in

occu
nts that would be material in relation to the financial statements being audited may
and not be detected within a timely period by employees in the normal course of

ud

ing their assigned functions

Bec{use of its inherent limitations, internal control may not prevent or detect
missfatements and instances of non-compliance. Also, projections of any evaluation of
effedtiveness to future periods are subject to the risk that controls may become
inadfOuate because of changes in conditions, or that the degree of compliance with the
poliqies and procedures may deteriorate.

i

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

lpentify and assess the risks of material misstatement of the financial statements,

{vhether due to fraud or error, design and perform audit procedures responsive to
(hose risks, and obtain audit evidence that is sufficient and appropriate to provide a
hasis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,

forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

of the Auditor-General on African Union and Other lnternational Organizations Subscription Fundfor the

a

a

ended 30 June, 2018 - The National Treasury

5



a

t

Perform such other procedures as I consider necessary in the circumstances

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

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

AUDITOR.GENERAL

Nairobi

14 January,2021

Report of the Auditor-General on African Union and Other International Organizations Subscription Fundfor the
year ended 30 June, 2018 - The National Treasury
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Receiptr

787 ,939,623,002,644,297 ,368.051l.lfrom the Kenya Revenue AuthoritYReceipts

787,939,,623.002,644,297 ,368.05I ts

; from the Fund holding account

rnsfers

787,939,623.00t1.2 2,644,297,368.05lusu

Total

Trans

Total

Deficit

Notes to

Signatu

Julius
Princip

The Na

1 | Pa

\Y 201712018

Kshs

FY z0rcD0fi
KshsNotcs

Treas Llry
ganlzatlo bscri pri o Fundfor African Unron and othe International Or t1 S u

al Year ended 30'r' June 201 8

ments of Receipts and Payment for the year ended 30th June 2018

the financial statements set out on pages 6 form an integral part f these financial

This statement has been prepared, reviewed and approved on o 2020 by

Signatu

n

uia, PhD, EBS
I Secretary,

nal Treasury

CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury
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Ihc Nati nal 'l'reasurv

[:inancia Statenrents fbr Afiican Union and otlter International Organization Subscriptiorr Fund
[or the nancial Year cnded 30tr' .lune 20 I 8

7. Sta ent of Assets and Liabilities as at 30th June 2018

Financ al Assets

Cash A nd Cash Equivalents
Bank Br

'lances
I t.2 3.432.236.99t .05 787 ,939,623.00

Total C ash and Cash Equivalents 3,432,236,991.05 787,939,623.00

Accoun ls Receivables

Outstan ling Imprests

Total Fr nancial Assets 3,432,236,991.05 787,939,623.00

rl Liabilities['inancir
Account ; Payables - Deposits And Retentions

Net Finr ncial Assets

Represe rted By

1.2 787.939,623.00Fund Ba lance B/Fwd
1.2 2,644,297 ,368.05 787,939,623.00Deficit/S .rrplus for the Year

Net Fina ncial Position 3,432,236,991.05 787,939,623.00

F-Y 2017/20ttl
Kshs

FY 2016/21117

Kshs

Notc

otes to financial statements set out on pages 6 f,orm an

ent 'fhis staternent has been prepared. reviewed and appro

ignatu re Signature:

intcsral oart ol tltese financ
,ed in i0l t> 2o2o b

ial

v:

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

ulius M ia, PhD, EBS
ncipal Secretary,

he Nat nal Treasury
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The National Treasury
Firrancial Statements fbr African Union and other lnternational Organization Subscription Fund

For the Financial Year ended 30'r' June 2018

8. Statement of Cash Flow for the year ended 30th June 2018

f these financialNotes to the financial statements set out on pages 6 form an integral part

statements, This statement has been prepared, reviewed and approved on 2020 bylo tq,

Signature: fi,s* Signatu

CPA Bernard Ndungu, MBS
Directo r General, Accounting
Services & Quality Assurance
The National Treasury

Julius Muiao PhD, EBS
Principal Secretary,

The National Treasury

Cash from Operating Activities

787 ,939,623.00lr.l 2,644,297 ,368.05Iteceipts fiom The Kenya Revenue Author

Payments

countTransfer from the Fund holding ac

I l.l 2,644,297 ,368.05 787,939,623.00Net Cash Flow from Operating Activities

Cash flow from Investing Activities

Cash flow from Financing Activities

797,939,623.002,644,297,368.05Net increase in Cash and Cash Equivalents

.2ll 787,939,623.00
Cash and cash equivalents at the beginning of the
Year

tt.2 3,432,236,991.05 781,,939,623.00Cash and Cash Equivalents at the end of the Year

I.'Y 2016/2017

Kshs

['Y 2017/2018

Kshs

3I Page
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lrinancial tatements fbr Afr'ican Union and other lnternational Organization Subscriptiorr [;und
ljor thc lri ancial Year ended 30'l' .lLrrre 20 l8

9. Sta
Jun

ment of Cornparative Budget and Actual amounts fbr the year ended 30th
201 8

The foll ng statement summarizes the outturn against budget

0te
I Aliican Union and other International Organization Subscription Fund has had no

pa ents since it was established
revenue estimate was derived from the l0% of the Estimates of Import Declaration
of FY2017-2018 as per the Miscellaneous fees and levies act 2016.

2

F

llt ctipts

1 096 700 000 00 2 644 297 16U 05 452 402 612 85 40/.

Alircan []nrt
othcr Intcnra
( )rp.anlziltror'
S uhscri pt ron I'Ltnd

r and
ronal

--}.096.700.000 (xl
.it

''3:oorirnn,oooitini'
' .{51;d02r632,4,,',"'I otaI

I

3.096.700.000.b0

'l'rrnsft'rs
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AccoLlnt

the

'l otal'l rrnsi :rs

Ilt'r iscrl
llstirnatts
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'l ot:rl ,\clull
Jll'r' ., Inr' 2ll I ll

Kshs
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The National Treasury
Financial Statements tbr Atrican Union and other International Organization Subscription Fund

For the Financial Year ended 30'r' June 2018

10. Significant Accounting Policies.
a) Basis of preparation
The financial statements of African Union and other International Organization Subscription Fund

Holding Account have been prepared in accordance with the International Public Sector

Accounting Standard (IPSAS) cash based standard as prescribed by the Public Sector Accounting

Standard Board (PSASB).

b) Reporting entity
This report relates to financial operations of the African Union and other International

Organization Subscription Fund Holding Account maintained at Central Elank of Kenya. The

reporting entity is The National Treasury,

c) Revenues
The Fund shall consist of the proceeds of the Afiican Union and other International Organization

Subscription Fund charged under miscellaneous fees and levies act 2016, grants or donations

made to the fund and any income generated from the proceeds of the Fund.

d) Expenditure and transfers
The expenditure of the Fund shall be on the basis ol and limited to, the annual work programmes

and cost estimates which shall be submitted to the Fund management to be established,

e) Cash and cash equivalents
Cash and cash equivalents comprise cash at hand, bank balances. and short ternr deposits irr

money market instruments.

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

Kenya.

5 | Prrgc
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ments fbr Afiican Union and other lntemational Organization Subscription Fr,rnd

cial Year ended 30'r' .lune 201 8

I l. Not to the Financial Statements
ll.l R ipts from Kenya Revenue Authority
An amou t of Kslrs 2,644,297,368.05 was received during financial year 201712018 compared to
Kshs. 7 ,939,623.00 the previous year. The funds were received from the Kenya Revenue
Authori

balance
alance as at 30th June 2018 amounted to Kshs 3,432,236,991 .05.

ignatu re signatu re:

ulius M , PhD, EBS CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

cipal Secretary,

he Na nal Treasury

(

ReceirrLs fiom Kenya Revenue Authority 2,644,297 .368.05 787 ,939,623.00

2,644,291 .368.05 787,939,,623.00Total Rr ceipts

ll.2 Ban
The bank

Central B

I 0003238
urk ol'Kenya Acc no
76 Kshs 3,432,236,991 .05 787,939,623.00

3,432,236,991.05 787,939,623,00Total

Ilank Nrrnc antl Accounl

l)cscriptiorr

l)cnonrinatiolt
of Account

llal:rncc as at 30rl'
.lunc 2018

Ilalartcc as at 3011'

.lurre 2017

I'eriorl to
30tr'.lulrc 2()lll

Kshs

l)crirxl trr

J0'r' .lunc 2017

Kshs
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The National Treasury
Financial Statements fbr African Union and other lnternational Organization Subscription Fund

For the Financibl.Year ertded 30'r'Juner20l8

l2.Progress'on Follow |]n of,Auditor's Recommendations
There were no noted aird tiudianding audit matters issues since this is the first Audit

Beference
No. on the"'.
external ,

audit ''1;'

Report

. . ..Issile.l.., .-..,.

Observations
from'Auditor '

"Manogement

c0mfnentg:
. !:' ,:,'j , :

Foq!Point
person to

resolve the
issue (?[aze
""and

designation)

Status:
(Resolved /

Not
Resolved)

Timeframe;
(Put a date
when you
expect the
issue to be
resolved)

Unqualified
opinion

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