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REPORT ON THE FINANCIAL STATEMENTS
I have audited the accompanying financial statements of the Ministry of Lands -Vote
136, which comprise the Statement of Assets and Liabilities - Recurrent,
Development and Deposits as at 30 June 2013 and the Appropriation Accounts -
Recurrent and Development and financial statements for Township Roads and
Drains and Orrtstanding Government of Kenya Loans lssued to Settlement Fund
Trustees and the Land Revenue Statement for the year then ended and other
explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 8 of the Public Audit Act, 2003.

Accounting Officer's Responsibility for the Financial Statements

The Accounting Officer, Ministry of Lands is responsible for the preparation and fair
prosentation of these financial statements in accordance with Government Financial
Regulations and Procedures and the Public Finance Manggement Act, 2012 and for
such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

The Accounting Officer is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section 4, 5
and 6 of the Public Audit Act, 2003.

Auditor-Genera l's Respons i bi I ity

My responsibility is to express an opinion on the financial statements based on
these audit and report in accordance with the provisions of Section 9 of the Public
Audit Act, 2003. The audit was conducted in accordance with lnternational
Standards on Auditing. Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. ln making
those risk assessrnents, the auditor considers internal control relevant to the
Ministry's preparation and fair presentation of the financial statements in order to
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design audit procedures that are appropriate in the circumstances, but not for the I
purpose of expressing an opinion on the effectiveness of the Ministry's internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial
statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audit opinion.

A. RECURRENT APPROPRIATION ACCOUNT. R.l36

Basis for Qualified Opinion

1. Pending Bills

Bills totalling Kshs 158,223,342.75 relating to 201212013 and chargeable to Vote
R.136 were not paid during the year, but were instead carried forward to
201312014. Had the bills been settled and the expenditure charged to the financial
statements for 201212013, the Appropriation Account for Vote R.136 for the year
ended 30 June 2013 would have reflected a reduced Net Surplus to be surrendered
to the Exchequer of Kshs 53,645,387.25 instead of Kshs 211,868,730.00 now
shown. Failure to settle bills during the year to which they relate distorts the
financial statements for that year and adversely affects the accounts for the
subsequent year to which the expenditure will be charged. No proper explanation
has been provided for this omission.

B.STATEMENT OF ASSETS AND LIABILITIES FOR RECURRENT VOTE 136

Basis for Qualified Opinion

2. Long outstanding Uncleared Balances

The Statement of Assets and Liabilities for Vote R.136 as at 30 June 2013 reflects
the following brought forward account balances relating to 201112012 and earlier
years which were not cleared in the year 201212013.

Account
Exchequer
Temporary lmprest
Advances
District Suspense
GAV
Excess A-l-A

Balance (Kshs)
334J40,471.65

2,106,279.20
384,264.35

49,692,695.75
243,234,393.35
159,403,034.10

No reasons have been provided for the failure to clear these long outstanding
balances.
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C. DEVELOPMENT APPROPRIATION ACCOUNT . D.l36

Basis for Qualified Opinion

3. Kenya National Spatial Data lnfrastructure Complex

The expenditure on Construction of Buildings reflected in the Appropriation account
relates to a contract for the construction of Kenya National Spatial Data
lnfrastructure Complex at Ruaraka, Nairobi. Although the project period of 156
weeks expired on 11 May 2013, a site visit carried out in March 2014 revealed that
final finishing is yet to be completed and the building has, therefore, not been
handed over. The delay in completing the project has not been explained.

4. Under-expenditure and under-collection of Appropriations-ln-Aid

The Appropriation Account for Vote D.136 for the year ended 30 June 2013 reflects
gross under-expenditure of Kshs.615,01 9,077 .20, representing approximately 27o/o

of approved estimates of Kshs.2,208,850,281.00. The Account further reflects
under-collection of Appropriations-ln-Aid of Kshs.81,226,100.00 which represents
1}0o/o of estimated receipts. No indication has been given on the measures the
Ministry is taking to avoid the recurrence of a similar situation in future.

5. Pending Bills

Bills totalling Kshs.356,116,100.60 relating to 201212013 and chargeable to Vote
D.136 were not paid during the year but were instead carried fonryard to 201312014.
Had the bills been paid and the expenditure charged to the Account, the
Appropriation Account for the year ended 30 June 2013 would have reflected a
reduced Net Surplus to be Surrendered to the Exchequer of Kshs.177,676,876.60
instead of Kshs.533,792,977.20 now shown. Failure to settle bills during the year to
which they relate distorts the financial statements for that year and adversely
affects the accounts for the subsequent year to which the expenditure will be

charged.

Makueni County- Unbudgeted Projects by Makueni Gounty Works Officer

6. During the period under review, the County Works Officer received two
Authorities to lncur Expenditure (AIEs) Nos. A671846 and A695964 dated 28
August, 2012 and 13 February 2013 for Kshs.5,000,000 and Kshs.4,500,000
respectively to cater for civil works at Makueni and construction of County Works
Office/s Makueni Office. However, the County Works Officer undertook
construction of three classrooms at Nziu Secondary School and a Proposed Home
Science Laboratory, and a three bedroomed house at St. Lawrence Nziu Girls
Secondary School. A total of Kshs.9,287,940 was spent vide Cheque numbers
571,607,608,609,610 and 672 between the months of February and June 2013, to
complete the projects.
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7. lncluded in the expenditure is an amount of Kshs.2,298,580 relating to
construction of a three bed roomed house which had not been included in the
A.l.E.s. The A.l.Es were specifically for construction of non-residential buildings but
the same was used to construct a residential house at St. Lawrence Nziu Girls
Secondary School. No documentary evidence was provided to show that there was
application and authority to reallocate part of these funds to build residential
houses. Also, there were no documents made available to show user needs,
thereby making it difficult to verify and confirm the procedure used to identify the
projects that were implemented.

ln the circumstance, it was not possible to confirm that the expenditure was a
proper charge on public funds.

Yatta District Lands Officer

8. Examination of payment vouchers revealed an amount of Kshs.350,000.00 was
paid to a Construction Company for renovation of Kithimani Settlement Offices.
However, there were no specific details or Bills of Quantities detailing what the
renovation entailed.

9. Further there was no inspection and acceptance report or completion certificate
hence it was not possible to ascertain the specific works carried out, and the period
the work was undertaken. ln addition, no market surveys were done nor quotations
raised prior to acquisition of the works and hence cases of overpricing could not be
ruled out.

This raises doubt on whether there were any works done for the payment made,
and whether the whole amount thereby paid for the works purported to have been
done was a proper charge on public funds.

D.STATEMENT OF ASSETS AND LIABILITIES FOR DEVELOPMENT VOTE 136

Basis for Qualified Opinion

10. Exchequer Account

The Statement of Assets and Liabilities for Vote D.136 reflects a balance of
Kshs.959,147,559.30 as at 30 June 2013 against Exchequer Account which
includes a balance of Kshs.351,617,118.30 relating to 201112012 and earlier years.
No explanation has been given for failure to clear the long outstanding balance from
the tt/inistry's records.

11. General Account of Vote

The Statement also reflects a General Account of Vote balance of
Kshs.885,771,618.50 which includes a balance of Kshs.351,978,641.30 that relates
to 201112012 and earlier years. Similarly, no explanation has been given for failure
to clear the long outstanding balance from the Ministry's records.
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E. STATEMENT OF ASSETS AND LIABILITIES FOR DEPOSITS 136

Basis for Qualified Opinion

12. The Statement as at 30 June, 2013 reflected Paymaster General (PMG)
Account balance of Kshs.926,095,543.70. However, bank reconciliation statement
for the Deposits cashbook as at 30 June 2013 reflects payments totalling
Kshs.147,745.00 in the cashbook not in the bank statement relating to the period

between 19 August2010 and 6 December 2010 that had become stale as at that
date. No reason was given for failure to reverse these entries in the cashbook.

13. The reconciliation statement also shows receipts in the cashbook not recorded
in the bank statement amounting to Kshs.45,349,339.80 relating to the period

between 20 August 2009 and 30 June 2012. The statement further reflects receipts
in the bank statement not recorded in the cashbook totalling Kshs.169,620,957.35
relating to the period between 26 March 2009 and 21 May 2013, and which
includes Kshs.56,143,000.00 described as funds transfer dated 20 July 2012 from
Kenya Ports Authority. No reasons have been given for failure to bank the receipts,
as well as for not posting receipts to the cashbook as at 30 June 2013.

14. ln addition, the reconciliation statement reflects payments in the bank statement
not in the cashbook totalling Kshs.3,079,736.95 relating to the period between 29
August 2012 and 11 February 2013. No reason has been provided for failure to
update the cashbook as at 30 June 2013 with these payments.

15. The trial balance as at 30 June 2013 was not made available for audit
verification. Consequently, it has not been possible to ascertain the completeness,
accuracy and validity of the balances reflected in the Statement of Assets and
Liabilities for Deposits 136 as at 30 June 2013.

F. LAND REVENUE STATEMENT

Basis for Qualified Opinion

16. Revenue Paid to Exchequer

The Statement reflects revenue totalling Kshs.1,791,959,213.31 paid to the
Exchequer, which includes Kshs.716,164,236.32 remitted by the Ministry of Lands,
and Kshs .1,075,794,976.99 paid directly by Kenya Revenue Authority during the
year. However, the Land Revenue Statement prepared by Ministry of Finance
reflects total receipts of Kshs.1 ,072,504,035 in respect of the revenue item during
the year. No reconciliation or explanation has been provided for the difference of
Kshs.719,455,178.30 between the two sets of records.

17. Revenue Collected by KRA

The Statement in addition reflects remittances made directly by Kenya Revenue
Authority to Ministry of Finance during the year totalling Kshs.1,075,794,977.
However, agency agreement between the Ministry of Lands and Kenya Revenue
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Authority was not availed for audit confirmation of the specific terms and conditions
of the agreement.

18. Accuracy of the Statement

The Statement also reflects total revenue collected during the yeat of
Kshs.1,846,530,320.99 instead of the correct figure of Kshs.1,838,311,851.49,
resulting to an overstatement of revenue collections and revenue on hand by an
equivalent amount of Kshs.8,2 1 8,469.50.

G. TOWNSHIP ROADS AND DRAINS ACCOUNTS

Basis for Disclaimer of Opinion

19. The Township Roads and Drains financial statements for the year ended 30 June
2013 exclude notes to the financial statements, including disclosure of significant
accounting policies and comparative figures, and a statement of cash flows. No
explanation has been given for failing to present the financial statements in the format
required by Section 81(2)(e) of Public Finance Management Act, 2012, and Pagraph
11.10.3 of Government Financial Regulations and Procedures.

20. The balance sheet as at 30 June, 2013 reflects cash at bank balance of
Kshs.276,155.00. However, the Ministry did not maintain a cash book and no'bank
reconciliation statement was prepared to support the balance of Kshs.276,155.00 a
at 30 June 2013. As a result, the accuracy and existence of this balance could not be
confirmed.

21. ln the Audit Report for 201112012 and prior years, reference was made to an
unsupported book entry of Kshs.361,196,634.45 dated 30 September 2005 used to
clear accumulated deficit of Kshs.345,585,533.65 against Township Roads and
Drains Account as at 30 June 2004. Available information indicates that the Treasury
in January 2012 declined to grant the Ministry authority to write off the deficit. No
explanation has been given on why the Ministry cleared the balance without Treaury
authority as required by Government Financial Regulations and Procedures.

AUDIT OPINION

ln line with my responsibility, I express the following opinions on the financial
statements;

Qualified Audit Opinion

a

i)

ii)

iii)

iv)

v)

vi)

Recurrent Appropriation Account for Vote 136

Statement of Assets and Liabilities for Recurrent Vote 136

Development Appropriation Account for Vote 136

Statement of Assets and Liabilities for Development Vote 136

Statements of Assets and Liabilities for Deposits 13G

Land Revenue Statement

6



ln my opinion, except for the effect of the matters described in the respective Basis
for Qualified Opinion paragraphs, the above six (6) financial statements presents
fairly, in all material respects, the financial position of Ministry of Lands - Vote 136 as
at 30 June 2013, and of its operations for the year then ended in accordance with
Government Financial Regulations and Procedures and complies with Public Finance
Management Act, 2012 of the Laws of Kenya.

Disclaimer of Opinion

Township Roads and Drains Accounts

Because of the significance of the matters described in the Basis for Disclaimer of
Opinion paragraph, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. Accordingly, I do not express an
opinion on the financial statement of Township Roads and Drains.

n

Edward R.O. Ouko, GBS
AUDITOR-GENFRAL

Nairobi

22|llay 2014
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