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NATIONAL TREASURY INFORMATION AND MANAGEMENT
(a) Background Information

The National Treasury was established via the Executive Order No. 2 of May 20i3. The

basis for establishment of the National Treasury is found in Article 225 (i) of the

Constitution of Kenya which states that an Act of Parliament shall provide for the

establishment, functions and responsibilities of the National Treasury. This has been

actualized in Section 11 and 12 of the Public Finance Management (PFM) Act2012.

At Cabinet level, the National Treasury is represented by the Cabinet Secretary for National

Treasury and Planning, who is responsible for the general policy and strategic direction of the

Ministry.

Vision

'Excellence in economic and public financial management, and development planning'

Mission

'To provide leadership in economic and public financial management, and development planning

for shared growth through formulation, implementation and monitoring of economic, financial

and development policies'

Core Values

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

following core values: Customer Focus, Results Oriented, Stakeholder Participation,

Professionalism, Accountability, Integrity and Transparency and Teamwork.

Mandate of the National Treasury

The National Treasury derives its mandate from Article 225 of the Constitution, Public Finance

Management Act 2012 and the Executive Orders No.2/2013 and No.l/2018. The National

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

developed or reviewed by Parliament from time to time.

The core functions of the National Treasury as derived from the above legal provisions include;

Formulate, implement and monitor macro-economic policies involving expenditure and

revenue;

Manage the level and composition of national public debt, national guarantees and other

financial obligations of national govemment;

Formulate, evaluate and promote economic and financial policies that facilitate social and

economic development in conjunction with other national govemment entities;

Mobilize domestic and extemal resources for financing national and county government

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

county govemments to ensure transparent financial management and standard financial

reporting;
. In consultation with the Accounting Standards Board, enslue that uniform accounting

standards are applied by the national government and its entities;

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

funds;
. Prepare the Annual Division of Revenue Bill and the County Allocation of Revenue Bill;
o Strengthen financial and fiscal relations between the national goverlment and county

goverrlments and encourage support for county govemments

o Assist county governments to develop their capacity for efficient, effective and

transparent financial management; and

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

resources to MDAs and other Govemment agencies/entities.

Role of the National Treasury in the Devolved System of Government

The National Treasury is mandated by law to:-
. Strenglhen financial and fiscal relations between the National Government and County

Governments and support for county governments irr performing their functions;
. Issue guidelines on the preparation of county development planning;
. Prepare the annual legislative proposals on intergovernmental fiscal transfers;
. Provide logistical support to intergovernmental institutions overseeing inter-governmental

fiscal relations;
. Coordinate the development and implementation of financial recovery plans for County

Govemments that are in financial distress;
. Build capacity of County Governments on public finance management matters for efficient,

effective and transparent financial management as well as planning, monitoring and

evaluation and;
. Administer the Equalization Fund.

(b) Key Management

The National Treasury day-to-day management is under the following key offices;

Of{ice of the Principal Secretary

This office is responsible for the administration of the National Treasury operations. In addition,

the Principal Secretary is charged with the responsibility of providing advice to the Cabinet

Secretary in order to enhance efficiency and collective responsibility.
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Organizational structure of the National Treasury
The National Treasury is organized into four (4) technical Directorates headed by Directors

General and one (1) Administrative and Support Services Directorate headed by a Principal

Administrative Secretary. Each Director General is responsible for a Directorate comprising of a

cluster of Departments responsible for related policy functions. The Directorates and Departments

are as follows:

Directorate of Budget, Fiscal and Economic Affairs

The Directorate is headed by a Director General, reporting to the Principal Secretary, National

Treasury. It is organized into the following five (5) Technical Departments each headed by a

Director:
. Budget Department;
. Macro and Fiscal Affairs Department
. Financial and Sectoral Affairs Department;
o Inter-Governmental Fiscal Relations Department
. Public Procurement Department'

Directorate of Accounting Services and Quality Assurance

The Directorate is headed by a Director General reporting to the Principal Secretary, National

Treasury. It is organized into the following four (4) Technical Departments each headed by a

Director:
o Government Accounting Services;

. Internal Audit Services Department;

. Financial Management Information Systems (FMIS)

o National Sub-County Treasuries.
. Government Digital Payments Unit.

Directorate of Portfolio Management

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

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

o Govemment Investment and Public Enterprises;
. National Assets and Liabilities Management;
o Pensions Department.
r Public Private Partnership Unit
. Public Investment management Unit

Directorate of Public Debt Management Office

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

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

. Resource Mobilization (Front Office);

. Debt Policy, Strategy and fusk Management (Middle Office);

. Debt Recording and Settlement (Back Office)'
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and Support Services (Common Shared Services)

is headed by a Principal Administrative Secretary, reporting to the Principal
twelve (12) specialized functions offering common shared services.
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NO Designation Name

Principal Secretary Dr. Kamau Thugge, CBS

2 Principal Administrative Secretary Mr. Francis Musyimi,CBS

3 Director General, BFEA Mr. Albert Mwend4 HSC

4 Director General, Accounting Services Mr. Bemard Ndung'u, MBS

5 Ag. Director General, PIPM Eng. Stanley Kamau

6. Director General, PDMO Dr. Haron Sirma" OGW

7 Ag. Director, Macro and Fiscal Affairs Department Mr. Musa Gathanje

8. Director, Budget Department Mr. Francis Anyon4 OGW

9. Director, Financial and Sectoral Affairs Department Mr. Christopher Oisebe

10. Director, Public Procurement Department Mr. Eric Korir

II Ag Director, Intergovernmental Fiscal Relations Department Mr. Albert Mwend4 HSC

12. Internal Auditor General Mr. Alfayo Mogaka

13. Ag Director. Government Accounting Services Depattment Mr'. Jona Wala

t4 Ag Director, National Sub County Treasuries Mr. Francis Kariuki

15 Ag Director, Financial Management Information System Mr. Stanley Kamanguya

l6 Ag. Director, Public Private Partnership Unit Mrs. Judy Nyakawa

t7 Director, National Assets and Liability Management Mrs. Beatrice Gathirwa

l8 Director, Government Investment and Public Enterprises Mr. Kennedy Ondieki

19 Director, Pensions Department Mr. Shem Nyakutu

20. Director, Resource Mobilization Department Mr. Jackson Kinyanjui, OGW

21 Director, Debt Policy, Strategy and Risk Management Department Mr. Daniel Ndolo

22. Ag Director, Debt Recording and Settlement Department Mrs. Felister Kivisi

23 Ag. Director of Administration Ms. Margaret Muiru, OGW

24. Head, Accounts Division Mr. George Gichuru

25. Head, Finance Mr. Kimathi Mugambi, HSC

26. Head, SCM Mr. Peter Mulavu

27 Head, Internal Audit Unit Ms. Esther Ngeru

28 Director, Human Resource Management and Development Ms. Susan Mucheru

29 Ag Director, Information Communication and Technology Mr. George Kariuki

30. Head, Central Planning and Project Monitoring Unit Mr. Antony Muriu

3t Head, Public Communications Mr. Maina Kigaga

32 Head, Legal Unit Mr. James Mrvenda

53 Programme Coordinator, Public Financial Management Reform
Secretariat

Mr. Julius Mutua
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(d) Fiduciary 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:

Audit Committee

The purpose of the Audit Committee is to assist the ministry's management in fulfilling their

mandates. The committee undertakes the responsibilities of ensuring existence of adequate

financial reporting processes, strong systems of internal controls and efficient operational

activities carried out under existing laws and regulations for the ministry to achieve its intended

objectives.

The National Treasury and Planning Audit Committee was launched on 22"d March2019 and has

r-=-1= met three times by end of June 2019. It has five members with the Internal Audit Unit as the

Secretariat.

Internal Audit Unit

The National Treasury has an Internal Audit Unit charged with the responsibility of identifying

risks in the management and day to day operations of the Ministry through the risk based audits.

The Unit reports directly to the accounting officer on a regular basis.

Audit Query Committee

The National Treasury established an audit committee comprising officers from all departments

of the Ministry, under the chairmanship of the Senior Chief Finance Officer. The Committee

reviews and analyses all audit queries and makes recommendations on how to reduce fiduciary

risks. In addition, the committee prepares responses to all audit queries for presentation to the

relevant committees of parliament.

Project Implementation Committee

To monitor the implementation of the Govemment's Infrastructure Projects, the National

Treasury has established a Project Steering Committee comprising Principal Secretaries from

implementing Ministries and appointed a technical committee comprising officers from 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.
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Parliamentary Activities

In order to effectively manage the parliamentary activates relating to the Ministry, the National

Treasury has designated a liaison officer to coordinate the activities under the Office of the

Cabinet Secretary in consultation with the Office of the Chief Administrative Secretary'

Development Partner Oversight

To eflectively manage Official Development Assistance to the Government, the National

Treasury has under the Public Debt Management Office; a Department responsible for all matters

relating to Development Partners. The Department has various Units that coordinate different

development partner activities in the Country.

Other fiduciary oversight arrangements include the following committees with specific

objectives;

€ Senior Management Committee

To monitor the implementation of the Ministry's prograrnmes and performance, the National

Treasury has appointed a Senior Management Committee comprising of Directors General and

Heads of Departments. The Committee receives reports from 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

To facilitate the implementation of financial management reforms, the National Treasury has

appointed senior officers to the Public Financial Management Sector Working Group. The

Committee plays an oversight role in the implementation of financial reforms in the public service

in collaboration with the development partners.

Budget Implementation Committee

To monitor the implementation of the Ministry's budget, prograrnmes and activities, the National

Treasury has appointed a committee comprising of officers from all the Departments of the

Ministry. The Committee reviews and analyses the progress made by Departments in the

implementation of the budget and the planned prograrnmes and activities and advises the

management accordingly.
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Monitoring Evaluation

The Ministry

development

monitoring and evaluation exercises to establish progress made in the

of various progralnmes and projects including those that are funded by the

(e) The N Treasury [eadquarters
P.O. Box

Treasury

Hara:nbee, venue

Nairobi

The Treasury Contacts
Telephone )020-22s2299
Email: .go.ke

Website:

- 00100,

(f) The N
Central

Haile S Avenue

Treasury $ankers
of Kenya

P.O. Box 00

(g)

Nairobi,

t Auditors
Auditor

KenyaN Audit Office

P.O Box 3

GPO 0010

Nairobi,

(h) Principal Adviser
The General
State Law
Harambee
P.O. Box
City Square

Towers, University Way

84
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Nairobi,
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II. FORWARD BY THE CABINET SECRETARY

The National Treasury is mandated to coordinate economic and financial management of the

country in accordance with section 12 of the Public Finance Management Act, 2012. Overall, the

National Treasury has strived to maintain a policy environment that is conducive to economic
growth and development of the country.

As a result of consistent implementation of bold economic policies, structural reforms and sor.rnd

macroeconomic management, Economic growth remained resilient and broad based averaging

5.7o/oin the past 6 years and generating a total of around 5 million new jobs since 2013. Growth
accelerated to 6.30/o in 2018 from 4.9%o tn 2017. This growth is the highest to have been recorded

for the past 8 years and well above the sub Saharan Africa region average growth of 3.0 percent

and the global average of 3.6 percent. The growth was attributable to increased agricultural
production, accelerated manufacturing activities, sustained growth in transport and vibrant service

sector activities. As a result of this economic growth, 860,000 new jobs were generated in the

economy in 2018. Inflation remained within target, interest rates were stable, and exchange rates

were competitive with adequate foreign exchange reserves equivalent to 6.2 months of import
cover at the end of fiscal year 2018119. The figure below shows the contribution of the GDP

Growth rate by Sectors.

Figure l: GDP Growth Rate by Sectors in 2018

GDP growth rate by Sectors in 2018
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In Fy 20lgllg,County Governments received Ksh.314 billion as their equitable share of revenue

raised nationally. This represents 100 percent of the appropriation as per the CARA,20l8. In
addition to the equitable share, the Counties received Ksh.46.l billion in FY 2018119, which

comprised of:-
a) Conditional allocation worth more than Ksh.l5 billion derived from the National

Government' s equitable revenue share;

b) Ksh.7.4 billion from the Roads Maintenance Levy Fund (RMLF) collected by the Kenya

Roads Board (KRB), of which 15 percent is set aside for County roads; and,

c) Proceeds from external loans and grants totalling Ksh.23.6 billion earmarked to

supplement financing of devolved functions.

Based on the above aggregate, payments to County government in FY 2018119 amounted to

Kshs.360.l billion, representing 96 percent of the CARA,20l8 allocations. Including the FY

21l8ll9 payments, county govemments have now received an estimated Kshs.l.7 trillion
cumulatively since their establishment.

e In all years, County Governments' equitable revenue share has been well above the minimurn
E=-.E' 

threshold defined in Article 203 (2) of the Constitution. Moreover, counties' equitable revenue

share allocation has been fully disbursed in accordance with Article 219 of the Constitution, even

when the shareable revenue outturn was less than projected revenue used in the Division of
Revenue Act.

ls;'

The National Treasury and Planning, successfully priced a new US dollar 2.1 billion, dual tranche

Eurobond of 7-year arrd lZ-yex tenors on l5th May 2019 in London, United United Kingdom.

This is the third time Kenya has been in the International Debt Capital Markets. The hrst was in

June 2014, when we launched the debut bond of US dollar 2.0 billion and tapped for a further US

dollar 750 million, while the second was in February 2018 when a dual-tranche of US$ 2.0 billion
was issued (10-year tenor of US$1.0 billion and 30-year tenor of US$ 1.0 billion)'

The announcement of Kenya issuance triggered an overwhelming response from investors that

amounted to an order book of US$ 9.5 billion, an oversubscription of 4.5 times. This

overwhelming interest in Kenya's bond issue confirms the strong investor confidence in Kenya's

economic policy management and prospects going forward.

The proceeds from this issuance will be used to (i) finance some of the development infrastructure

projects, (ii) the general budgetary expenditure in accordance with the applicable legal

iequirements and (iii) to refinance part or all of the obligations outstanding under the US$ 750

million (201 4 Eurobond).

The National Treasury and Plaruring in its contribution to the Affordable Housing Agenda under

the Big Four Plan launched the Kenya Mortgage Refinance Company (KMRC) in May 2019.This

is a Public Private Partnership arrangement with majority private sector owned. KRMC will
extend long term loans at fixed interest rate to financial institutions secured against mortgages so

that they can extend the maturity of their housing loans to end borrowers hence increasing

affordability. Given Kenya's urbanization rates, there is critical need to deliver housing at the

lower end of the income spectrum in order to improve housing conditions for the average Kenyan.

10
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KMRC will seek to catalyze growth of the mortgage market in Kenya by targeting households
that fall within the mortgage gap and lower middle-income categories which represents about

95o/o of the formally employed population.

In terms of budget performance, the National Treasury expenditure stood at Kshs.54.4l7b against

an approved budget of Kshs.64.865b. The National Treasury implemented the 2018119 budget
within four economic classifications/progmrnmes. These were General Administration, Planning
and Support Services, Public Financial Management, Economic and Financial Policy Formulation
and Management and Market Competition. As demonstrated in figure 2 below, the Market
Competition Programme had the highest absorption at l00o/o followed by General Administration,
Planning and Support Services at 94.650/o, Economic and Financial Policy Formulation and
Management (83.4%) and Public Financial Management Programme at 64%o.
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Figure 2: Budget Absorption rate by Economic ClassificationlProgrammes

Some of the challenges the National Treasury faced while implementing the 20l8l19 budget
include:-
. Lack of adequate funds to finance all the budget requests by Ministries, Depaftments and

Agencies.
. Low absorption of Official Development Assistance (ODA).
. Inadequate Exchequer issues thus contributing to the pending bill increment from

Kshs.29.3b to Kshs.64.7b in FY2018/19.
. Inadequate capacity of staff in some key technical Departments.

To surmount the above challenges and ensure successful implementation of the National
Treasury goals and objectives, the Ministry undertook the following:-
. Domestic borrowing to plug the financing gap created by non-performing revenue.
. Expenditure reduction strategies such as austerity measures and a ban on new projects to

ensure available money is used in completing old projects and prepared draft Public
Investment Management Regu lations.

. Strenglhened capacity in public financial management to MDAs and County Governments
to improve oversight of Public resources and Strengthened financial and fiscal relations
between the national government and county governments.

. Enhanced the Government's cash management system to avoid undue pressure on payment
flows and interest rates, and reduce borrowing costs for the government and the private
sector.

o Promoted the Public Private Partnership initiatives to finance government capital projects.
Engaged other deve loprnents partners for concessional loans and grants as well as pursued
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III. Overview of the Government Clearing Agency (GCA) Account

1. Background ofthe Fund

GCA was founded in 1905 when the Kenya Coastal Strip was under the reign of Sultan of
Zatztbar. The Agency was then known as Kenya Coast Agency and later in 1907 the same was

changed to Government Coast Agency. GCA initially was facilitating movements of goods and

personnel for colonial Government and this later changed to Clearance and Forwarding of public

institution goods.

Currently its frurctions are;

1. Receiving of clearance/shipping documents from Government ministries/departments/state

corporations.

Z. preparation and processing of imports/exports, warehousing and transport documents through

customs, port authorities, shipping, transport, insurance agents- (underwriters) including

fl banks and cargo surveillance agents.

3. Verification of shipping documents as required by both international and state marine laws,

regulations and procedures for goods to be allowed into the country.

4. Classification and determination of customs and port tariffs for correct payments of
imports/exports duties, port and shipping charges'

5. Cargo location and handling-processing of goods within and outside the port areaverification

and examination, surveying, inspections, storage, reconditioning, packaging/repacking,

containerization and releasing.

6. Removal and countrywide dispatch of various types of Govemment goods from the vessels,

port areas and warehouse by road or rail.

7. processing of documents for compensation and settlement of cargo and insurance including

.:j - marine clraims resulting from short-landing, short-deliveries and government equipment,
: 6amages, pilferage and general damage'

8. Maintenance of Clearing and Forwading records and statistics for national development and

for references.

9. Advising the government and Government institutions on matters relating to Clearing and

Forwading.

There are two different offices at clearing points these are GCA-Mombasa Unit and GCA-JKIA

Unit both Handles goods arriving via ocean and Air. This Department has since been transferred

to the Ministry of TransPort.

13
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IV. STATEMENT OF THE MANAGEMENT'S RESPONSIBILITIES

Section 81 (l) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer for a National Government NATIONAL TREASURY shall
prepare financial statements in respect of that NATIONAL TREASURY. Section 81 (3) requires
the financial statements so prepared to be in a form that complies with relevant accounting
standards as prescribed by the Public Sector Accounting Standards Board of Kenya from time to
time.
The Accou.nting Officer in charge of The National Treasury is responsible for the preparation and
presentation of the Government Clearing Agency (GCA) report, which give a true and fair view of
the state of affairs of The National Treasury for and as at the end of the financial year ended on
June 30, 2019. This responsibility includes: (i) maintaining adequate financial management
arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)
maintaining proper accounting records, which disclose with reasonable accuracy at any time the
status of the revenue collected by the National Treasury; (iii) designing, implementing and
maintaining intemal controls relevant to the preparation and fair presentation of the receipt report,
and ensuring that they are free from material misstatements, whether due to error or fraud.

The Accounting Officer in charge of The National Treasury accepts responsibility for the National
Treasury's Govemment Clearing Agency (GCA) report, which has been prepared on the Cash
Basis Method of Financial Reporting, using appropriate accounting policies in accordance with
Intemational Public Sector Accounting Standards (IPSAS) and relevant legal framework of the
Goverrunent of Kenya. The Principal Secretary is of the opinion that this Fund report gives a true
and fair view of The National Treasury's Fund performance during the financial year ended June
30, 2019. The Principal Secretary in charge of The National Treasury further confirms the
completeness of the accounting records maintained for The National Treasury, which have been
relied upon in the preparation of this report as well as the adequacy of the systems of internal
financial control.

The Accounting Officer in charge of The National Treasury confirms that the National Treasury
has complied fully with applicable Govemment Regulations. Further the Accounting Officer
confirms that this report has been prepared in a form that complies with relevant accounting
standards prescribed by the Public Sector Accounting Standards Board of Kenya.

Approval of the Financial Statements

The Clearing Agency (GCA) was approved and signed by the Accounting Officer on
2019

I
l
,.

(

JULIUS MUIA, PhD, EBS

Accounting Officer

GEORGE K. GICHURU
ICPAK Member No. 9262
Head of Accounting Unit
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HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-o01oo
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REPORT OF THE AUDITOR.GENERAL ON GOVERNMENT CLEARING AGENCY
FOR THE YEAR ENDED 30 JUNE, 2019 - THE NATIONAL TREASURY

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of Government Clearing Agency
set out on pages 17 lo 27, which comprise the statement of assets and liabilities as at
30 June, 2019, and the statement of receipts and payments, statement of cash flows
for tre 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 Public Audit Act, 2015.

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

Basis for Disclaimer of Opinion

1. Receipts from Government Agencies

As disclosed in Note 1 to the financial statements, the statement of receipts and
payments reflects a balance of Kshs.2,174,171; (2018-53,586,330) under receipts from
Government Agencies. However, the receipts have not been supported by way of
ledgers and other primary source documents. The significant decrease in the receipts
in comparison to the prior year has also not been explained. Further, the Agency has
not maintained proper financial records as required under Section 68(2) of the Public
Finance Management Act, 2012.

Consequently, the accuracy and completeness of the reported receipts from
government agencies of Kshs.2,174,171 for the year ended 30 June, 2019 could not be
confirmed.

2. Long Outstanding Accounts Receivable

The statement of assets and liabilities reflects a balance of Kshs.300,931 ,776;(2018-
Kshs.300,931,776) under debtors-old account. There was no movement during the year
casting doubt on collectability of the debts. Further, the balance has not been supported
by a detailed ledger indicating the debtors.
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Consequently, the accuracy and the fair statement of the reported receivables debtors-
old account balances of Kshs.300,931,776 as at 30 June, 2019 could not be
ascertained.

3. Cash and Cash Equivalents

The statement of assets and liabilities reflects an amount of Kshs.2,174,171;(2018-
Kshs.72,435,965) under bank balance. However, a bank balance of Kshs.27,351,785
held in the Agency's National Bank of Kenya Mombasa branch bank account
No.01001007625100 has been excluded from the bank balance of Kshs.2,174,171
reflected in the financial statements.

Consequently, the accuracy and fair statement of the reported bank balance of
Kshs.2,174,171as at 30 June, 2019 could not be confirmed.

4. Fund Balance

As previously reported, the statement of assets and liabilities reflects a fund balance
brought forward (old account) of Kshs.247,957,879;(2018-Kshs.247,957,879) which
was not supported.

Consequently, the accuracy and validity of the reported fund balance brought forward
(old account) of Kshs.247,957,879 as at 30 June, 2019 cannot be confirmed.

5. Unreported Expenditure

During the year under review, the Agency made a cash payment of Kshs.2,006,357
towards the repair and maintenance works of its Mombasa offices. However, there is
no evidence of the amounts having been applied for the intended use as the roofs for
some of the offices were leaking and in bad state. The payment has also not been
incorporated in the financial statements prepared and presented for audit while the
expenditure returns were not appropriately supported with some amounts having been
posted into inappropriate accounts. From the foregoing, the regularity of expenditure of
Kshs.2,006,357 could not be confirmed.

6. Failure to Execute Mandate

The Agency's operations manual indicates that some of the functions of the Agency are
receiving of clearance/shipping documents from Government Ministries, Departments
and State Corporations; preparation and processing of the imports/exports,
warehousing and transportation documents through customs, port authorities, shipping,
transport, insurance agents- (underwriters) including banks and cargo surveillance
agents among other services. Examinations of records of the Agency indicated that
limited businesses of government agencies are cleared by the Agency as the bulk of
the importation business is being undertaken by the private sector. No explanations
have been rendered for failure to deliver on its mandate.

7. Lack of Oversight

The Agency has no Board of Directors to oversight the organization's operations.
Further, the internal audit function that ought to check on governance, internal controls
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and risk management is not in place. ln addition, there is no formal organizational
structure thus compounding the weaknesses over its internal controls.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the laMulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, I

have not been able to obtain sufficient appropriate audit evidence to provide a basis for
my audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as [ttlanagement 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 overall governance.

ln preparing the financial statements, management is responsible for assessing the
Agency's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management either intends to terminate the Agency 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.
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Those charged with governance are responsible for overseeing the Agency's financial
reporting process, reviewing the effectiveness of how the entity 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
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
lnternational Standards of Supreme Audit lnstitutions (lSSAls) 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. However, because of the matters described in the Basis for Disclaimer
of Opinion section of my report, I was not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is 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. I also consider internal control, risk management and overall
governance processes and systems in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance in accordance with the
provisions of Section 7(1) (a) of the Public Audit Act, 2015 and submit the audit report
in compliance with Article 229(7) of the Constitution. However, because of the matters
described in the Basis for Disclaimer of Opinion section of my report, I was not able to
obtain sufficient appropriate audit evidence to provide a basis for an audit conclusion
on laMulness and effectiveness in use of public resources, and on effectiveness of
internal controls, risk management and governance.

I am independent of Government Clearing Agency 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.

n
AUDITOR-GENERAL

Nairobi

21 January,2021
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The'National Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)
For the Financial Year ended 30th June 2019

V[. Receipts and Payment Statements for the year ended 30 June 2019

Receipts

53,586,330.00Receipts from Government Agencies 1 2,774,771.00

2,174,171.00 53,586,330.00Total Receipts

Payments

2 72,435,965.05Transfers to Exchequer

3Other Payments

Total Payments 72,435,965.05

SurpluslDeficit for the year (70,261,794.05) 53,586,330.00

2017-2018

Notes KShs

2018-2019

KShs

t
The accounting policies and explanatory notes set out on
Fund statement. This Fund statement was approved on

JULIUS MUIA, PhD, EBS,

Accounting Officer

6 form an integral part of the
2019 and signed by:

GEORGE I( GICIIURU
ICPAK Member No. 9262
Head of Accounting Unit
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The'Nation'al Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)

For the Financial Year ended 30th June 2019

VII. Statement of Assets and Liabilrties

-.:':r -.

t,
B

I

.,..] r
. r.,iir)

The accourting policies and explanatory notes set out on Pages P0-?6
Fund statement. This Fund statement was approved on :)C,Lg 

I

form an integral part of the
2019 and signed by:

MUIA, PhD, EBS GEORGE K. GICHURU
ICPAK Member No. 9262
Head of Accounting UnitAccounting Officer

Financial Assets

Cash And Cash Equivalents
72,435,965.054 2,174,771.00Bank Balances

72,435,965.052,174,171.00Total Cash And Cash Equivalent

Accounts Receivables
6 300,93 7,776.15 300,937,776.15Debtors - Old Account

Outstanding Imprests

303,105,947.15 373,367,741.20Total Financial Assets

Financial Liabilities
7 52,973,896.80 52,973,896.80Accounts Payables - Creditors-Old Account

320,393,844.40250,132,0 0.35Net Financial Assets

Represented By
247,951,879.355 247,951,879.35Fund Balance B/Fwd. (Old Account)

18,849,635.0572,435,965.05Fund Balance B/Fwd. (l.Jew Account)

53,586,330.00(70,261,794.05)SurpluilDeficit For The Year

320,393,844.40250,132,050.35Net Financial Position

2At7-2018

KShs

2018-2019

KShs
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The National Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)
For the Financial Year ended 30th June 2019

VIII. Statement of Cash Flow for the year ended 30'h June 2019

€ Other payments

Total ts

Bs

The accounting
Fund statement.

Accounting Officer

policies and explanatory notes set out on pages &0p6
This Fund statement was approved on 2e-'{ql

form an integral part of the
2019 and signed by:

MUIA, PhD, EBS, GEORGE K. GICHURU
ICPAK Member No. 9262
Head of Accounting Unit

CASH FLOW FROM OPERATING
ACTIVITIES
Receipts for Operating Income

53,586,330.00I 2,174,171.00Receipts from Government Agencies

2,174,171.00 53,586,330.00Total Receipts
Payments

2 72,435,965.05Transfers to Exchequer

72,435,965.05

53,586,330.00(70,261,,794.05\ting ActivitiesNet Cash Flow from Opera

CASH FLOW FROM INVESTING ACTIVITIES

Net Cash flow from Investing Activities

CASH FLOW FROM BORROWING ACTTVITIES

Net Cash flow from Borrowing Activities
Cash flow from financing Activities

ActivitiesNet Cash flow from financing

53,586,330.00(70,261,794.05)NET INCREASE IN CASH AND CASH
EOUIVALENT

72,435,965.05 18,849,635.05Cash and cash equivalent at the BEGINNING
ofthe year -

72,435,965.052,174,171.00Cash and Crsh Equivalent at the END of the Year

20r8-2019

Kshs

20tt-2018
Kshs
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The National Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)

For the Financial Year ended 30th June 2019

IX. Significant Accounting Policies

l) Basis of preparation

The financial statements of Government Clearing Agency (GCA) Account have been prepared in

accordance with the accrual basis of International Public Sector Accounting Standard (IPSAS) as

prescribed by the Public Sector Accounting Standard Board (PSASB) in Kenya.

2) Reporting entitY
This report relates to financial operations of the Government Clearing Agency (GCA) Account maintained

at Central Bank of Kenya. The reporling entity is The National Treasury.

3) Revenues
The Fund shall consist of the receipts of the Government Clearing Agency (GCA) received from

Government Ministries, Departments and Government Corporations..

4) Expenditure and transfers
The Expenditure of the fund shall be on the basis of and limited to the requests and advice received from

the officer in charge of Government Clearing Agency Mombasa and Government Clearing Agency

Nairobi- Jorno Kenyatta International Branch. The officer in charge of Government Clearing Agency

approves both payments to Exchequer and to Transporters

5) Cash and cash equivalents
iash and cash equivalents comprise of Cash at Bank rnaintained by the National Treasury at the Central

Bank of Kenya (CBK). The account is operated within the Deposit bank account of the National Treasury.

6) PresentationcurrencY
The financial statements are reported in Kenya Shillings, being the culrency of legal tender in Kenya

7) Comparative figures
Where rrr."srary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.
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The,National Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)
For the Financial Year ended 30th June 2019

3

X. Notes to the Financial Staternents

1. Receipts from Government Agencies

An amount of KShs.2,l74,l7L00 was received during the first quarter of the financial year
201812019. There were no receipts during second, third and a fourth quarter since GCA was
transferred to the Department of Maritime in the same financial year 2018-2019.

2. Transfers to Exchequer
A total of KShs. 7214351965.05 was transferred as A.I.A by the National Treasury from the
Government Clearing Agency Account to the Exchequer Account during the financial Year
201812019.

1tt Quarter 2,174,177.00 25,980,911.00

2nd Quarter 1 1,998,182.00

3'd Quarter 5,344,938.00

4th Quarter 10,262,299.00

2,174,171.00Total Receipts (See Annex I ) 53,586,330.00

2018-2019

Kshs

I-t

t
2017-2018

Kshs

Description
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Financial Statementsior the Government Clearing Agency (GCA)

For the Financial Year ended 30th June 2019

3. other Payments from the Government clearing Agency Account

There were no payments to Transporters for both financial years 201812019 and 201712018

4. Bank balance

The Bank balance as at 30s June 201g amounted to KShs. 2,174,171.00. This amount forms part

of the Deposit Bank Account balance as at 30th June, 2019, compared to Bank balance of

KShs.72y'35,965.05as at 30ft June 2018'

3

,
;i

il

Total Transfers

Payment
voucher

Nos.

Description 2017-20182018-2019

KShsKShsDate

'f

s

3

.:.

ii

I

KShs
Central Bank of
Kenya Acc. No.
1000182137

72,435,965.05Bal. b/f from F/Y 2017-2018
2,174,171.00Quarter - ReceiPtsI

2m Quarter- Surplus/Deficit

(72,435,965.05)Quarter- PaymentsJ

Quarter- Surplus/Defi cit4

2,174,111.00SEE ANNEX ITotal

Banli Name anrl
Account

Analysis of Bank Balance
of the Fund Account

Denomination I Balance as at llalance as at
30tl' June 2018ofAccount 

I
30th June 2019

18,849,63 5.05

25,980,91 1 .00

11,344,938.00

5,998,1 82.00

10,262,299.00

22
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The National Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)
For the Financial Year ended 30th June 2019

alP

5. Fund balance - OId Account

The Fund balance comprised of Capital Fund of KShs.2,147,492.05 and an Overdraft Cash with
PMG of KShs.245,810,387.30, both are old balances brought forward from Old Account. The

National Treasury formed a taskforce to address old balances appearing in Ministries,
Departments and Agencies books. A report was issued and forwarded to Attomey General for a

legal opinion. Attorney General's opinion is being implemented.

Q:r

:1

Capital Fund 2,747,492.05 2,147,492.05

Cash with PMG - Old Account 245,810,387.30 245,870,387.30

Total 247,957,879.35 247,957,879.35

Balance as at lst
,Iuly 2018

Kshs

Balance as at lst
July 2017

Kshs

Description

23
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The Nationhl Treasury & Planning
Financial Statements for the Government Clearing Agency (GCA)
For the Financial Year ended 30th June 2019

ANNEX l. Analysis of Receipts and Payments and Accumulated Bank
balance

BALANCE

72,435,965.05

965.05

72,458,082.05

73,783,M6.05

713.05

74,278,962.05

74,670,736.05

27,02i,806.04

2,L74,L70.95

05

( tE3

Q::l

PAYMENTSAMOUNTDATE RECEIPT NO.

1-Iul-2018
Balance B/FF/Y
2077 /2018

22,1L7.OOt8/07l2OL8 L07L0012466

707700t2467 430,325.0018/07/2018

895,039.00L8lO7l2OL8 L07t0012465

to7tooLz472 179,267.OO26/07 /2018

1.O7LOOL2475 256,249.OO30lo7l2ot8

39L,L74.OO3O/o7l2OL8 10710012510

53,586,330.05P.V. No. 2006573103/201e

19,849,635.05P.V. No. 20066L3l03/2o]-s

2,!74,L71.00 72,435,955.10TOTAL

28


