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t. KEY F]NTI'TY INI.-OIIMAI'ION ANI) MANAGEMENT

(a) Backgrouncl Inlbrmation

l'he National 
-l'rcasury was cstablishcd via the lrxecutive Ordcr No.2 of May 2013.'l'he basis lbr

establishmcnt ol'thc National 1'rcasury is lbund in Article 225 (i) ol'thc Constitr-rtion o[' Kcnyer

which statcs that an Act of Parliamcnt shall providc lbr thc establishment. firnctions ancl

responsibilities of the National 'l'reasury. I-his has been actualizcd in Section I I ancl l2 ol' the
Public I"inance Management (PIrM) Act2012.

At Cabinet levcl. thc National 'l-reasury is represented by the Cabinet Secretary lbr National
Treasury and Planning, who is rcsponsible lbr the general policy and stratcgic dircction ol'the
Ministry with the assistance of ths Chief Administrative Secretary.

Vision

"Excellencc in economic and public Ilnancial nlanagcment, and development planning"

Mission

"To provide leadership in economic and public financial management, fbr shared gromh
through formulation, implementation and monitoring of economic and financial policies".

Core Values
The National Treasury is guided by the following core values: Customer Focus, Itesults
Oriented, Stakeholder Participation, Profbssionalism, Accountability, Integrity and T'ransparency

and Teamwork all geared towards excellence in service delivery.

Mandate of the National Treasury

The National Treasury derives its mandate from Article 225 of the Constitution, Public [iinance
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 irom 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 government;

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

economic development in conjunction with other national government entities;
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buclgctary rcquiremcnts.

o I)esign ancl prescribe an elflcicnt llnancial managenlcnt s),stem iirr the national iurd
count\ govclrments to ensure transparent llnancial management ancl standarc'l Ilnancial
reporting.

o In consultation with the Accounting Standards Board. ensure that unilbrm accounting
stanciards are applied by the national government and its entities;

. Devclop policy Ibr the cstablisliment, management. opcration and winding up o1'public
firncls:

. Preparc the annual Division of Revenue Bill and the County Allocation of Revenue Bill:
o Strcngthcn lrnancial and fiscal relations between tlie national govcrnment and countv

governmcnts and encourage support for county governments;
o Assist countv govcrnments to develop their capacity ttrr el cicnt. elJ'cctive ancl

transparent llnancial management;
o 'l'o prepare the National Budget, execute/implement and control approved budgetary

resources to MDAs and other Government agencies/entities; and
o Coordination and integration of public ports, railway anci pipeline services.

Role of the National Treasury in the Devolved System of Government

The National Treasury is mandated by law to:
o Strengthen flnancial and fiscal relations between the National Government and County

Governments and support for county governments in performing their functions:
o Issue guidelincs on the preparation of county development planning;
o Prepare the annual legislative proposals on intergovernmental fiscal transl'ers;
o Provide logistical support to intergovernmental institutions overseeing intergovernmental

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

Governments that are in financial distress;
o Build capacity of County Governments on public f-rnance management matters Ibr

efficient, effective and transparent financial management as well as planning, monitoring
and evaluation and;

o Administer the Equalization Fund.

(b) Key Management

I'he National Treasury day-to-day management is under the lbllowing key oflices;

Office of the Principal Secretary

The Office of the Principal Secretary is responsible for the day to day administration of the
National Treasury operations and is the Accounting officer. In addition, the Principal
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Sccrctary is chargcd rvith thc rcsponsibility ol'provicling aclvicc to the C'abinet Sccrctary in orclcr
to enhance el'licicncl' and collcctir c rcsponsibilitl'.

Organizational structure of the National Treasurl'

'l-he National 'l'rcasury is organizcd into fivc (5) tcchnical Dircctoratcs l-rcaclcd by I)irectors
General and ( l) Aclministrativc and Support Scrviccs Dircctorate hcadcd by a l)rincipal
Administrative Secrctary. Each Dircctor (ieneral is responsiblc filr a Dircctoratc conrprising a

cluster ol'Deparlrnents rcsponsible lirr relatcd policy llnctions. In addition, the 'l'reasury has two
independent dcpartmcnts namcly Public Procuremcnt and Internal Ar-rditor Gencral both ol'i,vhich
are headed by l)irectors. The I)irectorates and Departments are as fbllows:

Directorate of lludget, Fiscal and Economic Affairs

-fhe Directoratc is hcaded by a Dircctor General, reporting to the Principal Sccretary, National
'freasury. It is organizcd into the lirllowing five (5) Technical l)epartmcnts each. headcd by a

Director:
o Budgct Department;
o Macro and Fiscal Affairs Department
. fiinancial and Scctoral Affairs Department;
o Inter-Govemmental friscal Rclations Department

Directorate of Accounting Services and Quality Assurance

'l'he 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;
o Financial Management Inlbrmation Systems (FMIS)
o National Sub-County Treasuries.
o Government Digital Payments Unit.

Directorate of Portfolio Managemcnt

The Directorate is headed by a Director General, reporting to the Principal Secretary
organized into the following four (4) 'fechnical Departments each headed by a Director:

o Government Investment and Public Enterprises;
o National Assets and Liabilities Management;
o Pensions Department.
. Public Investment Management Unit

It is

Directorate of Public Debt Management Office

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

3
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otgar)izecl into tlte lbllowing tlrlcc 131'l'cclurical l)epartnrents cach hcaded lry a [)ircctor
o Rc'sourcc Mobiliz.ation (ljront Oliice):
. Dcbt Policy. Stralegy and Risk Managernent (Midclle Ol'tlce);
. Debt Recording and Settlcmenl (Back Ollice).

Directorate of Public Private Partnership Unit

T'hc Directorate is headed by a Dircctor General, repofting to the Principal Secretary on rnatters
relating to Public Private Partncrship.

Directorate of Administrative and Support Services (Common Shared Services)

'fhe Dircctorate is headed by a Principal Administrative Secretary. reporling to the Principal
Secretary. It is organized into twelve (12) specialized tunctions offering conlmon shared services.
'l'he common shared services o1'the National Treasury consist of functions that are not core to the
National 'freasury but ollbr critical support services to the National I'reasury. 'I'he functions
include:

Accounting,
Finance.

Human Resource Management and Development,
Central Planning and Project Monitoring,
Supply Chain Management,
Legal,
Public Communications,
General Administration,
Records Management;
Intemal Audit;
ICT
Government Clearing Agency
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(c) Fiduciary Management
The key management personnel who held office during the financial year ended 30th June 2021

and who had direct fiduciary responsibility were:
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S/ltlo. Desi tion
Principal Sccrc'lar1'

Princi Adnr inistrati vc Sccrctary
I)ircctor (iencral. tlFt:n
Dircctor (icncral, Accor-rnting Scrvices
Dircctor (lcncral. I'}IPM

Name
[)r. JuliLrs Muia. Phl). CRS

Mr. Amos Gathecha. IrllS
Mr. Albcrt Mwcnda. IISC'

Mr Bernard Ndung'u. MIIS
[rng. Stanley Kan-rau

Dr. Haron Sirrna. OGW
Mr. Christophe r Kirigua.
oGw

t

Director (iencral. l'}DMo
Dircctor (icneral. PPP

Mr. Musa Gathanje
Mr. Francis Anyona. O(iW
I'}rof-. Galgalo llarako

Dircctor, Macro and lriscal Allairs Dcpartment

Dircctor, Financial and Scctoral Allairs Department
ttDirector, []u

Director, I)ublic Procurement Department Mr. Eric Korir
Mr. Albert Mwenda. IISCDircctor, Intergovcrnmcn tal liiscal l{clations Department

Deputy Internal Auditor (leneral

Mr. Jonah Wala
Ms. Janc Michcni

Mr. Francis Kariuki
Mr. Stanley Kamanguya

Director, Government Accounting Services Department

Director, National Sub County Treasuries

Director, Irinancial Management Infbrmation System
Ag

Director, I'}ublic Private l)artnership Unit Mrs. Veronica Okoth
Mrs. Beatrice GathirwaDirector, National Assets and Liability Management
Mr. Kennedy Ondieki
Mr. Michel Kaeika, IrBS

Government Investment and Public Enterprises

Director, I)cnsions Dcparlment
Director,

Mr. Moses KanagiDirector, Resource Mobilization Department
Mr. Daniel NdoloDirector, Debt Policy, Strategy and Risk Management

Department
Mr. George KariukiDirector, Debt Rccording and Settlement Department
Mr. Hiram KahiroSecretary Admini stration
Mr. Nemwel MotanyaHead, Accounts I)ivrston
Mr. Kimathi Mugambi, HSCHead, Finance
Mr. Aggrey kituyiHead, SCM
Mr. Esther NgeruHead, Internal Audit Unit
Ms. Susan MucheruDirector, Human Resource Management and Development
Mrs. Lynn NyongesaDirector, lnformation Communication and Technology
Mr. Antony Muriu, FISCHead, Central Planning and Project Monitoring Unit
Ms. Catherine NiorogeHead, Public Communications
Mr. Julius MutuaProgramme Coordinator, Public Financial Management

Reform Secretariat
Mr. Felix AtengDirector, Government C learing Agency
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(d) Fiduciar'1 Or crsiglrI z\r'r'ange nre nts

'l'o nranage thc {'iducian'risk. thc National 'i'reasu11, has put in place llduciarv or,ersight
arrangements inclr,rding setting r-rp committees. 'l'he kcv oversight at'rangements inclucic:

Internal Audit Unit

l'he National 1'reasury has an intcrnal Audit [Jnit charged with the responsibility ol'identil\'ing
risks in tlte tnanagcntcttl antl day to day operations oi'lhe ivlinistry through thc risk-bascci auciits.
'l'he Unit reporls directly to the Accor-rnting Othcer on a regular basis.

Audit Committees

In line with the l'}ublic lrinancc Management Act. the National Treasury has established a

Ministerial Audit Committee comprising five members, three of whom are indepcndcnl. 'l'hc

Committee provides overall oversight and quality assurance including follow up on the
etl-ectiveness of implementation of audit recommendations.

F-urther, the National Treasury established an audit committee comprising olficers li'om all
departments of the Ministry, under the chairmanship of the Senior Chief Finance Oflicer. 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 fbr presentation
to the relevant committees of parliament.

Project Implementation Committee

To monitor the implementation of the Government's Infrastructure Projects, the National
Treasury has established a Project Steering Committee Comprising Principal Secretaries from
implementing Ministries and appointed a technical committee comprising oflicers frorn 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.

Parliamentary Activities

In order to effectively manage the parliamentary activities relating to the Ministry, the National
Treasury has established a committee and 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 0versight

To effectively manage Official Development Assistance to the Govemment, the National
Treasury has under the Public Debt Management a department responsible fbr all matters relating
to

I
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Dcvclopmcnt l)artners. 'lhe I)cpartnrcnt has various Units that coordinate dillbrcnt devcloprnenl
panncr activitics in thc C'ountr1,.

Othcr liduciary ovcrsight arrangernents include thc fbllowing committccs r.r,ith spccilrc
objcctives;

Top Management Committec and Other Committces

To monit<tr thc implcmentation of-thc Ministry's programmes and pcrformance, the National
Treasury' has appointcd 'l'op Managemcnt Clommittee comprising of Dircctors (iencral. I-hc
Committec receivcs rcports liom departments. build consensus on National T-rcasury rcsponscs
to emcrging issucs, challcnges and risks and ensures that the decisions mado arc implerncntcd in
a timely manner. Additionally, the 'l'reasury constituted Adhoc Committees to handlc specilic
assignments in thc lrinancial Year 2020121.

Public Financial Management Sector Working Group

To facilitate the implementation of linancial managcment reforms, thc National 'freasury has
appointed senior oflicers to the Public Irinancial Managemenl Sector Working Group. 'fhe

Committee plays an oversight role in the implementation of financial refbrms in the public
service in collaboration with the dcvclopment partners.

Budget Implementation Steering Committee

In order to effectively monitor the implementation of the National Government budget
implementation, The National I-reasury has established a steering Committee chaired by thc
Cabinet Secretary, National I'reasury and Planning. The Principal Secretaries lbr the National
Treasury and State Department of Planning provide general oversight in the Budgct
implemcntation.

Budget Implementation Technical Committee

The Committee is chaired by the Principal Administrative Secretary and comprises the Directors
General and various Heads of Dcpartment. 'fhe Committee is responsible for monitoring thc
actual implementation of the identifred measures and programmes and reporting detailed
progress on the same rcgularly.

Budget Implementation Ministerial Committee

To monitor the implementation of the Ministry's budget, programmes 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 budget and the planned programmes and activities and advises the
management accordingly.

7
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Monitoring and Evaluation

The Ministry underlakes monitoring and evaluation exercises to establish progress made in the
implementation o1' various programmes and projects including those that are funded by the
development partners.

(e) The National Treasury Headquarters
P.O, Box 30007- 00100.
Treasury Building,
Harambee, Avenue
Nairobi Kenya

The National Treasury Contacts
Tel ephone : (25 4)020 -22 52299
Email : infb@treasury. go. ke
Website : www.treasury. go.ke

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

(g) Independent Auditors

Auditor General
Office of Auditor General
Anniversary Towers, University Way
P.O Box 30084
GPO 00100
Nairobi, Kenya

(h) Principal Legal Adviser

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

L

I

)

I
t
I
I
I

I
l

il

I
t
I
tl

I
I

8



Ilr, r..

l'1 ,rr, i

lii,l)i.t ''

) FOITWAI{I) BY'I'I IE CA I}I N I''t ST]CIiF]'TARY

T

ln accordancc wilh Section l2 ol'thc l)ublic Iiinance Managcment Act. 2012" thc Nzrtional
'['reasury' is rcsponsible lirr coordinating thc coLu]try's ccononlic and financial nianagcntent.
Overall. the National 'l-rcasury has continucd to maintain a policy cnvironment that is conclucir,c
to economic growtli and dcvelopnrcnt ol'the country.

Economic growth in tlic llrst thrcc quarters o1'2020 contractcd by an avcrage ol'0.4oh contpared
to a growlh o1'3.6 pcrccnl in the corrcsponding period ol'2019. In 2020. the Kenyan econontv
was adversely al)'ccted b1'thc outbreak of Covid-l9 I)andemic and the swifi containment
measures, which disruptcd and scaled down economic activities within the country and in most
of the country's major trading partners. Additionally, Kenya faced two other shocks: the invasion
of swarms of descrt locusts that damaged crops and occurrence ol floods lollowing receipt ol'
more than normal rainlall in May 2020. As a rcsult, growth in 2020 is estimated to have
contracted by 0.6 pcrcent fiom a growth of 5.4 percent in 2019 (figure l).

Figure l: Annual Iteal GDP Growth rates (Percent)

The agriculture sector recorded an improved average growth of 6.4 percent in the tlrst three
quarters of 2020 compared to a growth of 3.6 percent in the corresponding period of 2019. The
non-agriculture (service and industry) sectors were adversely affected by the Covid-19 pandemic.
As a result, the sectors contracted by an average of 2.1 percent in the first three quarters of 2020
down from an average growth of 6.1 percent in a similar period in20l9. (Figure 2).
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F'igure 2: Annual Percentage Economic Growth Rates in 2020/21
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Additionally, the economic slowdown in fburth quarter was aggravated by contraction in
Accommodation and Food Service activities to negative 6 per cent from 6.7 per cent on account
of Corona Virus containment measures instituted in our major tourist source markets.

Despite the difficult circumstances f'aced last yeff, the country was able to preserve
macroeconomic stability with inflation, interest rates and exchange rates remaining largely stable.
Leading economic indicators for the fourth quarter of 2020 and the first quarter of 2021 point to
strong recovery from the adverse impact of the COVID-I9 pandemic.

Budget performance

In terms of budget performance, the National Treasury expenditure stood at Kshs.l07.6 Billion
against an approved budget of Kshs.l14.5 Billion translating to an overall absorption rate of
94Yo as demonstrated in that pie chan below:
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Total Allocation agaittst Total Expenditure (KSh. Billion)

, Gross Allocation r Total Expenditure

The National Treasury implemented the 2020121 budget within five economic

classifications/programmes. These were General Administration, Planning and Support Services,

Public Financial Management, lrconomic and lrinancial Policy Formulation and Management,

Market Competition and Creation of an Enabling Business Environment,and Government

Clearing Agency. As demonstratcd in the bar chart below, the Market Competition Programme

had the highest absorption at 100oh followed by General Administration 960/o, Economic and

Financial Policy Formulation and Management 94yo, and Public Financial Management

Proglamme at82o while Govemment Clearing Agency at30o/o.

Figure 3: Budget Execution (KSh. Billions) and proportion(Y") by Programmes
The 100% absorption rate in Market Competition and Creation of an Enabling Business

Environment programme is attributed to transfers to Semi Automonous Government Agencies
(SAGAs) under the National Treasury which implemented this programme.

Figure 3: Total Allocation against'fotal Expcnditure (Kshs. Billion)
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Budget Execution (KSh. Billions) and proportion (%l bV
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The Public Service Superannuation Scheme commenced on l't January 2027, with the Board of
Trustees having been constituted in line with the provisions of the Act that established the
scheme. The scheme covers all employees below the age of 45 years of the Public Service
Commission, the Teachers Service Commission and the National Police Service. This will be the
largest pension fund in the country and will generate growth of capital markets and bring growth
in unlocking value in real estate.

The Performance Contract Evaluation report for all Ministries, State Corporations and Tertiary
Institutions released in May 2021 ranked the National Treasury and Planning as the best
performing Ministry for Fiscal year 202912020.

Other key achievements during the period under review are as fbllows;
i. Mobilization of external resources amounting to Kshs.622 billion for projects and

Kshs.423 billion for budget support to meet the budget deficit equivalent lo 40.3o/o of the
fiscal gap;

ii. Facilitated the National Police Service by leasing 3,400 vehicles towards enhancing
security;

iii. Developed two Public Private Partnership (PPP) Projects Standardized Transactional
Templates.

Adrrinist rative
Se nrrc es

fula rket

Conrpetrtior. ar'd
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Enablig Busine:rs

Envi ronre nt

6ove rn enre nt
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l)eveloped Govcrnment Investmcnt Managcment information System (GIMIS);

Corrducted 245 value {br money (VfM) audits;

Trained 1,273 PublLc l;inance Managcment (PIrM) uscrs on financial rcporling on IFMIS

system;

I

Emerging Issues

The emerging issues that havc impacted the operations of the National Treasury include;

. Covid-19 Pandcmic and thc containment measures Ied to depressed business environment

hence pushing many enterpriscs and business to scale down operations. This negatively

impacted revenue pcrforrnance, thus execerbating the presssure for resource at the

Ministry level, the containment measures included but not lirnited to work shift plans and

restriction of movemcnts. I'hesc constrained the implementation of planned activities lbr
the National Trcasury.

. Re-allocation of resourccs to finance Covid-19 related expenditures thus affecting

implementation of some programmes and projects.

o Leveraging on ICT innovations in the delivcry of services to the citizenry.

. Change in Government Policies that led to adjustment in the implementation of planned

programmes and projects.

Challenges

Some of the challenges the National 'l'reasury faced while implementing the 2020121 budget

include:-
o Resource Constraint
. The rationalization of the budget, occasioned by underperformance of revenue collection

and emerging government priorities affected the implementation of programmes on

training, hospitality, transfer of conditional grants to County Governments and to semi-

autonomous Agencies (SAGAs). The underperformance in revenue also caused delays in

disbursement of funds by the National Treasury to MDAs. The underperformance of
county governments own source revenue led to overreliance on transfers from the

National Government occasioning more pressure on the exchequer.

o Shortage of Key Technical Staff
. The National Treasury experienced staff shortage across all cadres. This is attributed to

natural attrition and departure of staff to the county governments and other constitutional

bodies. The planned recruitment and promotion of staff by the appointing authorities has

been slow hence affecting service delivery and succession management initiatives.

r Shortage of office space especially for key technical staff.

o Lack of a Project Implementation, Monitoring and Evaluation framework.

To armount the above challenges and ensure successful implementation of the National Treasury

goals and objectives, the Ministry undertook the following: -
. Continued to implement borrowing policy that provides for domestic borrowing to plug

the financing gap created by non-performing revenue,
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T}Itr NATIONAL TRIiAST]I1Y
Reporls anrl f;inancial Statentents
For the yser ended June 30, 2021
a undertook expenditure reduction strategies such as austerity measures and relevant re-prioritization of projects funding to trrosei"itt gr"ui.r, r,npr.,

continued to implernenl succession planning to,n,arcls p.ogressi,,ely filling i, staff shoftage,continued training and timely prornotions.
Engaged other developments partners for concessional loans and grants as well as pursuedstrategies to finance government projects.

a

' Increasing allocation to the sub-Sector to facilitate effective mobiiization of resources tofinance public expenditure particuiarly torvards facilitation and ;,rrlrr.n .rtation of postCOVID-19 recovery programmes and stiategies
' Reforms in Public Financial Management shall be sustained to enable the National Treasuryto rnobilize adequate financial resources and enhance absorptio, capacity;
' Sustained irnplementation of succession pia',ing, especially rvith respect to recruitment ofkey technical staff;
' Strengthening Monitoring and Evaruation Framework a,d capacity.
' Leveraging on the use of ICT in the face of covlD 19 containment measures to ensure

:t#;'lr:""very 
of targets and through acquisition of nrodern co,rlunication equipment and

' 
:,:l;'"ing 

working environment and refurbishment of offices ro provide accommodation of
' Prioritization of ongoing projects and fast tracking to ensure tirnely completion

Goi,g forwa.d' the National Treasury wiil ii:rplement a risk management strategy that willidentify' monitor and control risks associated io its activities. This-will include governmentinvestments and cash flows, its banking, money markets and capital nrarket transactions as wellas borrowing.

Recontmendations
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3. S'I'A'I'I.lMENl'
OI}JECTIVF]S

OF PI'RI.'OI{NIANCIi A(;AINST PITF]I)ETEITMINTiI)

Introduction

Section 8l (2) (t) o1'thc I'}ublic liinance Managenrent Act,20l2 rcquircs that, at the cnd of each

financial year. thc Accounting olllcer when preparing linancial statements of each National
Govcrnment cntity in accordancc with thc standards and lormats prcscribed by the Public Sr-'ctor

Accounting Standards Board inclLrdcs a statcment ol' the national government entity's
perfbrmance against prcdctcrmincd objcctives. 

-fhc kcy developmcnt objectives of the National
Treasury's 2018-2022 Plan are to:
Strengthen organization capacity lbr quality service delivery;
Enhance mobilization, allocation and utilization ol' public resources;
Ensure stable and sustainable macro-cconomic environment;
Ensure market structures that encourage compctition and orderly conduct of business;
Progress on Attainment of Stratcgic I)evclopnrent Objectivcs

For purposes of implcmenting and cascading the abovc development objectives to specilic
sectors, all the development objectives were made specific, mcasurable, achievable, realistic and
time-bound (SMART) and converled into development outcomes. Attendant indicators were
identified fbr reasons of tracking progress and perfbrmance measurement: Below we provide the
progress on attaining the stated objectives:

Ot) ective Outcome

I

MDA Program Indicator Performance
Ceneral
Administration,
Planning and

Support Services

Strengthen
organization capacity
for quality servicc
delivery

Elflcient
eflective
delivery

and

service
No. of vehicles 3,400 security vehiclcs

were leased for the
National Police Service
towards enhancing security

No. of systems Developed one
Government Investments
Management lnformation
System (GIMIS)

% level
compliance
PSSS

of
to

On Boarded and
maintained all Permanent
and Pensionable (P&P)
Public servants of age 45
years and below in the
Public Service Super
Annuation Scheme (PSSS)

Public Financial
Management

Enhance mobilization,
allocation and

utilization of public
resources.

Transparent and

accountable
management of
public resources

Consolidated
Annual Accounts

Annual accounts prepared

Annual national
budget presented to
Parliament by 30th
April

Budget presented
parliament

to

No. of standardized
templates

Developed two PPP
Projects Standardized
Transactional Templates
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No. ol Strategies Developed one Medium
Term debt stratesy

No. of VFM Audits
reports

Conducted 245 Value for
Money Audits due to
increased requesls for
special audit bv MDAs

No. of Registered
AGPO Enterprises

Registered 26,280 AGPO
Enterprises

No. of Policies Developed the Acsets and
Liabilities Management
Policy

Economic and
Financial Policy
Formulation and
Management

Ensure stable and
sustainable macro-
economic
environment.

Stable
macroeconornic
environment for
cconomic growth

Real GDP growth
rate (oh\

0.6%

Inflation rate (oh) 53%
Months of import
cover

4.8 months of import cover

% offiscal deficit (7 .7\ o of GDP
No. of Policies Developed the Kenya

Disital Finance. Policv
County Allocation
of Revenue Bill
(CARB) &
Division of
Revenue Bill
(DORB)

Prepared the County
Allocation of Revenue Bill
(CARB) & Division of
Revenue Bill(DORB)

Market Competition
and Creation of an

Enabling Business
Environment

Ensure market
strucfures that
encourage
competition and

orderly conduct of
business.

Sustained high
productiviry and
competitive markets

Percentage
consumer
complaints
investigations
concluded

of 94% of the sonsumer
complaints investipted

No. of guidelines
and Merger
Notification Forms

Developed the Joint
Venture, Informant Reward
and Exemption guidelines
in order to cater for
emerging issues in
competition.
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{. CORPORATE SOCIAI, RT]SPONSI I}I I,ITY SI'ATI.]M ENT/SUSTAINAI}ILITY
REPOIITING

'the National 'l'reasury exists to translbrnr livcs. 'l'his is our purpose; the driving firrcc behind

everything we do. It's what guidcs us to delivcr olrr strategy, which is fbunded on the Ibllowing
core values: customerlCitiz.ct"t 1lrst. clclivcring rclevant goods and scrvices, and improving
operational excsllence. Below is a bricf highlight ol'our achievemcnls in cach pillar:

l. Sustainability Strategy and I'rofilc

'fo ensure economic sustainability. the National 'freasury has put in place several measures

geared towards protecting the ccononry and its citizcns againsl major economic shocks. Somc ol
them include; reduction of'VA'f and rcvicw of income tax to cushion citizens during the COVID
l9 pandemic, reorganized the budget to rct-lcct the realities of the current situation and to nlanage

expenditure among others. Going lonvard into the medium tcrm, thc Governmcnt will continue

in its fiscal consolidation path 'uvith thc ovcrall flscal dcflcit being maintaincd broadly at the

levels outlined in the tludget l)olicy Statcmcnt (llPS). -fhis will ensure debt is maintained within
sustainable levels. 'fhe fiscal delicit is expected to decline from 7.7 percent of GDP in FY
2020121to 6.3 percent by IrY 2023/24. 'l-his was occasioned by COVID - 19 pandemics though

the desired target is to lower it to thc lrast Afiican Monetary Union's (EAMU) protocol target

ceiling of 3.0 percent of GDP. l'o achicve this target, the Government will continue to restrict
gromh in recurrent spending and double its ellbrt in domestic resource mobilization. In the FY
2020121, the Government corrtinued to implement a raft ol tax policy measures through the

Budget Policy Statement, the Tax Amendment [.aw and the F'inance Act, 2019. In addition, the

modernized Income Tax Bill currently undergoing legal drafting, will also ease administrative
bottlenecks, improve conrpliance and boost revenue collection, thercby supporting thc

govemment's llscal consolidation efforts. Further, the establishment of Public Investment

Management (PIM) Unit at the National Treasury continues to play a great role in enhancing

efficiency in identiflcation and implementation of priority social and investment projects. This
takes into account the Government's eflbrts to increase efficiency, effectiveness, transparency,

and accountability of public spending. In particular, the implementation of PIM regulations under

the Public Finance Act will streamline the initiation, execution and delivery of public investment
projects. It will also curtail runaway project costs, eliminate duplications and improve working
synergy among implementation actors for timely delivery of development projects.

2. Environmental performance

The National T'reasury has constituted a Committee comprising officers from the key
Departments of the Ministry to oversee all matters relating to environmental sustainability. fhe
Committee has since developed a ministerial policy on the same in line with the National Policy
on environmental management.

l7



I
,l

I

I

3. Enrplovec welfare

llnployee welf'are is critical 1br ctlcctir,'c implcmcntation of thc programmes and projects ol'an
organization. Noting the irnportancc o1- hunran resouroes. thc National 'l'reasury has a Deparlmcnt
established to handle Human I{csources Management ancl Development. 'l'he Ministry has also
established a [Iuman Resource Mana-uement Advisory Committee that process all the
promotions, discipline, training. appraisal and gencral employec matters in Iine with the Public
Service guidelines and procedures. In addition. a committee on occupational saf'ety and health
has been established to lollor.l, up o1'thc salctl, conditions in the work place. In order to ensure
attracting and retaining competent olficers. thc National 'I reasury continued to conduct capacity
and training needs assessments 202012021- 2{)21122 as well as development and irnplementation
of the training projections plan to tlll skills gaps. ln addition. the National 'I'reasury continued to
implement succession management plan by declaring the number of the posts to be tilled under
the delegated powers and continually irnplcmcnting the provision of the guidelines on the policy
on advancement to the next grade a1 the entry level in the scheme of service and irnplementation
of the Authorised officers and the PSC decisions. Further, the importance of knowledge
management was reinforced through: identilication o1'data needs and data gaps: preparation of a
database of sources of knowledge across all levels in the State Department, preparation of a
comprehensive report on patterns. trends and attributes of the processed data and information in
the State Department; preseruation and sharing of knowledge as well as application of knowledge
to policy and problem solving within the National Treasury. The National Treasury has continued
to build the capacity on the online stafl- appraisal management system in collaboration with the
Public Service Commission to ensure seamless implementation of the system.

4. Market place practices
fhe National Treasury is responsible for promoting fair trade practices in the economy. To
ensure effective implementation of this function assigned by the Constitution, one of the
programmes implemented by the Treasury is ensuring that existing market structures encourage
competition and orderly conduct of business in order to support high productivity and
competitive markets. In addition, the National 'lreasury developed the Joint Venture, Informant
Reward and Exernption guidelines in order to cater for emerging issues in competition.

5. Community Engagements

To mitigate technological hazards, terrorism, fire and natural disasters, the National Treasury
engaged a professional security services firm contracted for purposes ofenhancing security in the
Ministry. The National Treasury continued to improve security within the building and its
environs by use of CCTV cameras installed at the Treasury Building and at the entrances and
maintained frrefighting facilities at the premises in collaboration with the State Department for
Public Works.
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t. STATEMENT OF
RESPONSIBILITIES

.I'IIE PIiOVIDI'NT FUND MANA(;EMEN'T

Section tll oi- the Public Financc Manergcrncnt Act. 2012 and thc I'}rovidcnt lrund Act, Cap

l9l ( 195 l). requirc tht: I'rincipal Sccrctary lirr thc National I-reasury to preparc llnancitrl

statements in respect ol'that Proviclcnt I;uncl. which givc a true and tair vicw ol'the statc of aflairs

of the Provident liund at the cnd ol'thc llnancial ycar/pcriod and thc operating results ol'thc
Provident Fund lor that year/pcriod. 'l'he I'rincipal Sccretary lor the National 1'reasury is als<r

required to ensurc that the Proviclcnt l;und kecl.rs proper accounting records which disclose with

reasonable accuracy thc linancial position o1-thc I)rovidcnt Fund. The I'rincipal Secretary is also

responsible for safeguarding the assets ol'the l)rovident lrund.

I'he Principal Sccretary lbr the National 'l-r'casury is rcsponsible lbr the preparation and

presentation of the Provident Fund's Iinancial statcnlcnts, which give a true and fair view of thc

state of allairs of the Provident Iiund fbr and as at the cnd of the financial year (period) ended on

June 30, 2021. This responsibility includes: (i) maintaining adequatc financial management

arangements and ensuring that these continuc to be ef'ltctivc throughout the reporting period;

(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the entity; (iii) dcsigning, irnplementing and maintaining internal

controls relevant to the preparation ancl fair presentation of the I'inancial statements, and ensuring

that they are fiee fiom material misstatcmcnts, whether due to error or fraud; (iv) saf'eguarding

the assets of the Provident Fund; (v) selccting and applying appropriate accounting policies; and

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

The Principal Secretary for the National 'l'reasury accept responsibility fbr the Provident Fund's

financial statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements and cstimates, in contbrmity with International Public Sector

Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and the

Provident Fund Act, Cap l9l(1951). 1-he Principal Secretary for the National Treasury is of the

opinion that the Provident Fund financial statements give a true and t-air view of the state of
Fund's transactions during the financial year ended June 30,2021, and of the Provident Fund's

financial position as at that date. 'l'he Principal Secretary further confirm the completeness of the

accounting records maintained for the Provident Fund , which have been relied upon in the

preparation of the Provident Fund financial statements as well as the adequacy of the systems of
internal financial control.

Nothing has come to the attention of the Principal Secretary to indicate that the Provident Fund

I
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Approval of the Pension Fund financial statements
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'Ihe Provident Fund ial statements were approvcd b1' the Accounting Officer fbr the National
Treasury on ] L 2021 and signed by them

JULIUS MUIA, PhD, CBS MI A. KAGIKA, EBS AMUYUNZU
PRINCIPAT SECRETARY Y/DTRECTOR OF tCPAK NO.6175
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REPUI}I,IC OI. KENYA

OFFICE OF THE AUDITOR-GENERAL

['. n h u t r L' i tt g .'l t c r tr t tr t u h i I i !.t'

HEADqUARTERS

Artr-tii,ers.t ry Torvers

Morrrovi.-r Street
P.O. Box loo84 ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON PROVIDENT FUND FOR THE YEAR
ENDED 30 JUNE, 2021 _ THE NATIONAL TREASURY

PREAMBLE

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

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

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

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

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

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

Report of the Auditor-General on Provident Fund .for the year ended 30 Jttne, 202 I - The National Treasury



a
REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Provident Fund set out on
pages 22 to 47, which comprise of the statement of financiat position as at
30 June, 2021, and the statement of financial performance, statement of changes in
net assets, statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. I have obtained all the information and explanations which, to the best
of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Provident Fund as at 30 June, 2021, and of its
financial performance and its cash flows for the year then ended, in accordance with
the lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Long Outstanding and Unsupported Other Pending Payables

As disclosed in Note 12.11 to the financial statements, the statement of financia!
position reflects a balance of Kshs.9,715,111 in respect to other pending payables
brought forward from previous years. This represented amounts due to National
Government entities. However, the supporting documents or analysis for the balance
were not provided for review. The balance has remained outstanding for a long period
of time.

!n the circumstances, the accuracy and validity of the balances amounting to
Kshs.9,71 5,111 could not be confirmed.

2. Long Outstanding Other Receivables

As disclosed in Note 12.09 to the financial statements, the statement of financial
position for the year ended 30 June,2021 reflects an amount of Kshs.13,806,771 in
respect to other receivables which includes a balance of Kshs.3,921,000 that was
invested in the defunct Cereals and Sugar Finance Corporation. The amount has been
outstanding for a long-time pending conclusion of the winding up process of the
Corporation. The fund may never recover the amount owed by the defunct Corporation
which is likely translate to loss of public funds.

ln the circumstances, the recoverability of other receivabres
Kshs.3,921,000 is doubtful.

amounting to

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (!SSAls). I am independent of The Nationat Treasury Management

Report of the Auditor-General on Provident Fund for the year ended 30 June, 202 I - The National Treasury
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o 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 qualified opinion.

Emphasis of Matter

Delay in Winding Up the Fund

As indicated in Note 12.07 of the financial statements, the Fund does not have
surviving beneficiaries. The NationalTreasury had formed a task force on the winding
up of dormant funds which included the Provident Fund. Thereafter, The National
Treasury sought and got legal opinion and recommendations from the Attorney
General. A Cabinet [\Iemorandum on winding up of the dormant funds was forwarded
to the Attorney General in September,2019 who advised that draft revocation orders
be prepared on the dormant funds.

The Revocation Orders were prepared and submitted to the Cabinet for consideration
and approval. On 2 March, 2021, the Head of Public Service communicated the
Cabinet approval for Revocation Orders of the dormant funds. The Revocation Orders
were submitted to the Attorney General Office for onward transmission to the National
Assembly for approval of the winding up of the dormant funds on 12 April, 2021.
However, the Revocation Orders had not been acted upon by the National Assembly
and the process of winding up the Fund had not been completed as at the time of the
audit.

tt/y opinion is not modified in respect of the above matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, 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, I confirm that, nothing has come to my attention to cause me to believe
that public resources have not been applied laMully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSA! 4000. The standard requires that
I comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the

Report ofthe Auditor-Generql on Provident Fund for the year ended 30 June, 202 I - The National Treasury
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ofinancial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence ! have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

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
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of intention to abolish 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 money is
applied in an effective way.

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

Report ofthe Auditor-General on Provident Fund for the year ended 30 June, 202 I - The National Treasury
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o 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.

Aud itor-General's Responsi bil ities for the Aud it

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 of internal controls, risk management and overallgovernance processes
and systems 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. My consideration of the internal control would not necessarily disclose
all matters in the internal control that might be material weaknesses under the !SSAls.
A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

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

Report ofthe Auditor-General on Provident Fund Jbr the year ended 30 June, 202 I - The National Treasury
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oo ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management's use of 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 continue 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.

a

a

a

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

o 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.

CPA BS
AUDITOR-GENERAL

Nairobi

21 March,2022

Report ofthe Auditor-General on Provident Fund for the year ended 30 June, 202 I - The National Treasury
b



7. STATEMENT OF FINANCIAT, PERFOMANCIi F"()IT }'Ii,A.R trNDTiI) 30.TUNE 2021

Notes 2020t2021

Kshs.

7A19n020

Kshs.

Revenue

Dividend Income

Other receipts
'fotal receipts

Expenses

Payments of Pensions

Total expenses

Surplus/(deficit) for the year

'fhe accounting policies
the financial statements.
and signed by:

t2.06 3,716,552 67 ,867 ,933

3,716,552 67,867,,933

12.07

3.716.552 67,867.933

and explanatory notes to these flnancial statements an integral part of
'fhe flnancial statements were approved on 75 1 )-- 2021

JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

2\
FkAN-crs g*rwufluxzu
ICPAK I\O.6175
DEPUTY ACCT. GENERAL
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8. STATEMI,INT OF FINAN('IAL I',OSIl'lON A'[ 10'rrr .l[-]NF,2021

Notcs 20201202r

Kshs.

Assets

Non- current assets

Investmenls 12.08 46.133,457

16,,133,457

Current assets

Other Receivables

Bank Balances

Total assets

2019t2$20

Kshs.

Liabilities
Other Pending payables

Financed by;
Capital contribution

Accumulated surplus b/f
Net Financial position

DR. JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

t2.09

12.10

t2.tt

12.12

13,806,771

887.614,635

901.481,406

947,614,863

9,715,111

9,715,1I I
937.899,752

50,567,565

987,332,187

937.899.752

45,860,478

45,860,478

9,912,598

887,667,483

897,640,081

943,500,559

9,115,771

9,715,111

93,3.785.448

50,567,565

883,21 7,883

933.785.448

The accounting policies and cxplanatory notes to thcsc financial statements form an integral part

of the financial statements. The financial statements were approved on )3[ 'U ,2021 and

signed by

FilNcrsu arrruvuNzu
ICPAK NO.6175
DEPUTY ACCT. GENERAL

I
23



I lrt \:rlirirtrrl 'l 
r r,;tstrrt

l'r',rr itletr( Iirrrrri
ll tp t t n t t t, t tl I :i n u n ( i u l .ll rtt r' r rt r, tt t,
! !'t tltt .j'(ur t'ndr(l .luil( .iil. -ll): t

9. STATEMENT OF'CHAn'GES tN NIil- ASSI;]'S
FOR THE YEAR ENDI]D 30JUn-E 2021

C)rdinarl' Itetaincd
share capital Iiarning

Kshs. Kshs.

As at July 1 .2020 -s0.567.565 8l 5. j4q.950

Surplus for the year 67.861.933

As at June 30,2020 50,567,565 gg3,2l7,gg3 933,795,449

Total

Kshs.

865,917 .514

67,867.933

2021

t

I
I
I
T

I
t

J
I
I
t
I
T

As at .luly 1,2020
Issue ofnew share capital

Surplus for the year

Adjustment

As at June 30, 2021

50,-567"56,s 8tt3.217.883 933.785"448

3,116.552

397.753

887,332,199

3,716,552

397,753

937,899,753

an

lr

AMUYUNZU
ICPAK NO.6I75
DEPUTY ACCT. GENERAL

50,567,565

Adjustment for the period is due to changes explained in note 8 and 9

The accounting policies and explanatory notes to these financial statements form integral part
,1 nl-_5 2-of the financial statements. The financial statements were approved on

and signed by

DR. JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

1

T

T

T

T
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IO. STATEMENT OF CASH I.'I,O!VS F'OR'I'IIE YI.]AR ENDED 30JTINE 2O2I

Notes 2020t2021

Kshs.

2019t2020

Kshs.

67,967.933

67,867,933

Net cash flows from operative activities 7,152 67,967,933

Net increase in cash and cash equivalents 7,,152 67,967,933

Cash and cash equivalent at the beginning
of the year

Cash and cash equivalent at the end of the
year

887,667,483 819.799.550

887.674.635 887.667,483

The accounting policies and explanatory notcs to thcse financial statements form an integral part

Receipts for operating income

Dividend Inconre

Accounts receivable

Increase in Investments

Adjustment for non-cash changes

Cash flow from Investing Activities
Receipt received from the National 'l'reasury

JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

12.06 3.716,552
(3,834,173)

(272,979)

397,752

of the financial statements. The financial statements were approved on

signed by:

Lt\ \L- 2021 and

?)
nrA-Ncr*f. AMUYUNZU
ICPAK NO.6175
DEPUTY ACCT. GENERAL
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Revenue

Dividend

Original
budget

Kshs

74,044.784

14,044,784

Nil

Nit

Adjustment

Kshs

Final
budget

Kshs

14.044.784

Actual on
comparable

trasis

Kshs

3.716,552

Performonce
difference

Kshs

70J28,232

STATEMENT OF COMPAI{ISON OF BtiIX;ET ..\ND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30 .IUNE 2O2I

Total income

Expenses
Dependant
Pension

Total
Expenditure
Surplus for the
period

US MUIA, PhD, CBS
PRINCIPAL SECRETARY

74,044.184 3.716,552 70,328,232

Nit

Nir

74,044,184 74,044,784 3,716,552 70,328,232

Nole
The expected income is dividend from,
A) KPLC- the company declared nil dividend on ordinary share and preference dividend earned

Kshs. 7 ,1521- during the period. Dividend shown as Kshs. 3,716,552 was final dividend for the
year 2076 paid in our account on 217 /2021.

B) EABL declared nil dividend for the period, hence expected dividend of Kshs. 67,861,260 was

never realised during the year.

Expenditure is supposed to be dependant pension due to the surviving individual dependant and

none is surviving.

3\--
-a'[-_ap66aiaMUYUNZU

rcPA(-NO.6r7s
DEPUTY ACCT. GENERAL

I
T

t
I
I
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12. NOTES TO THE F'INANCIAI, S'I'A'TEMI,]N'I'S

I2.OI. GENERAI,INFORMAI'ION

Provident pension l-und is establislied by and dcrivcs its authority and accountability fiom
Provident Fund Act Cap l9l. The entity is wholly o\,vncd by the Govcrnment ol-Kenya and is
domiciled in Kenya. T'he entity's principal activity is dcpcnclant pension.

12.02 STATEMENT OF COMPT,IANCE AND I}ASIS OI.- PITEPARATION

The financial statements have been prcpared on a historical cost basis except tbr the
measurement at re-valued amounts of certain items ol'propcrty, plant and equipment, marketable
securities and financial instruments at f'air value, impaircd assets at thcir estimated recoverable
amounts and actuarially determined liabilities at their prrcscnt value. fhe preparation o1'financial
statements in conformity with International Public Sector Accounting Standards (IPSAS) allows
the use of estimates and assumptions. It also requires management to exercise judgement in the
process of applying the entity '.r accounting policies. 'l'hc areas involving a higher degree of
judgement or complexity, or where assurnptions and cstimates are significant to the financial
statements, are disclosed in Note 5.

The financial statements have been prepared and presented in Kenya Shillings, which is
the functional and reporting currency of the Provident Pension Fund.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations and International Public Sector Accounting Standards (IPSAS). The accounting
policies adopted have been consistently applied to all the years presented.

12.03 ADOPTION OF NEW AND REVISED STANDARDS

Relevant new standards and amendments to published standards.effective for
the year ended 30 June 2019

t

t.

Standard Impact
IPSAS 40:
Public Sector
Combinations

Applicable: I't January 2019
The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business combinations and
combinations arising from non-exchange transactions are covered
purely under Public Sector combinations as amalgamations.

27



o
t.,t , i; tt, .Jtt:.

NOTIiS TO TIIE FINANCIAI- ST,,\TENII,.N'I'S ((iontinuctl)
ADOPTION OF NEW AND RIIVISED STANI)AltDS (Continued)

ii. New and amended standards and intcrpretations in issue but not yct effectivc in
the ar ended 30 Junc 2019

Effective date antl im t:
Applicable: l't .Ianuary 2022:
'fhe objectivc of IPSAS 4l is to establish principles fbr the flnancial
reporting of financial assets and liabilities that wiil present relevant
and useful infbrmation to users of linancial staten']cnts for their
assessment of the anrounls, timing and uncertainty ol' an entity's
future cash flows.
IPSAS 4l provides uscrs of'tlnancial statements with more useful
information than IPSAS 29.by:

. Applying a single classiflcation and measurement model fbr
financial asscts that considers the characteristics of the asset's cash

flows and the obiective lbr which the asset is held;

. Applying a single fbrward-looking expected credit Ioss model that
is applicable to all frnancial instruments subject to impairment
testing; and

. Applying an improved hedge accounting model that broadens the
hedging arrangements in scope of the guidance. The model develops
a strong link between an entity's risk management strategies and the
accounting treatment fbr instruments held as part of the risk

strate

lu. Early adoption of standards
The entity did not early - adopt any new or amended standards in year 2021

I
I
T

t
t

I
I
I
I
I

Standard
IPSAS 4lz
Financial
Instruments

IPSAS 422

Social Benefits
Applicable: I't January 2022
The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a

reporting entity provides in its financial statements about social
benefits. The information provided should help users of the
financial statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;
(b) The key features of the operation of those social benefit
schemes; and
(c) The impact of such social benefits provided on the entity's
financial and cash flows., financial
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NOTES TO 'tHIi FINANCIAL STATLMIiNT'S (C'ON'l'lNt[.]l))

I2.O{. ST-IMMARY OF SI(;NIFICAN'I ACCOTINTIN(; I'OI,ICIES

a) Revenue recognition

i) Revenue I'rom non-exchangc transactions

Fees, taxcs and fines

The entity recognizes revenucs lionr l'ces. taxes and llncs when the evcnt occurs and the

asset recognition criteria arc mct. 'lo the extent that thcre is a relatcd condition attached

that would give rise to a liability to repay the amount. deferred income is recognized

instead of revenue. Other non-cxchange revenues are recognized when it is probable

that the future economic bcnef rts or service potential associated with the asset will flow

to the entity and the fair valuc of the asset can be measured reliably.

Transfers from other government entities

Revenues fiom non-exchange transactions with other government entities are measured

at fair value and recognized on obtaining control of the asset (cash, goods, services and

property) if the transfer is fiee from conditions and it is probable that the economic

benefits or service potential related to the asset will flow to the entity and can be

measured reliably. Recurrent grants are recognized in the statement of comprehensive

income. Development/capital grants are recognized in the statement of financial position

and realised in the statement of comprehensive income over the useful life of the assets

that has been acquired using such funds

ii) Revenue from exchange transactions

Rendering of services

The entity recognizes revenue flrom rendering of services by reference to the stage of

completion when the outcome of the transaction can be estimated reliably. The stage of

completion is measured by reference to labour hours incurred to date as a percentage of

total estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to

the extent that the expenses incurred are recoverable.

29
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NOTES T0 THIi FINANCIAL STATEN,ItrNTs (C'ONTINtTIiD)

SUMMARY OF SIGNIFICAN'I ACCOTINTIN(; POLI(]IES (CONTINUED)

Sale of goods

Itevenue fiom the sale of goods is recognizccl rvhcn the signilicant risks and reu,ards of

ownership have been transferred to the buyer. usualll, on clclivery of thc goods and when the

amount of revenue can be measured reliably and it is probable that the econclmic benefits or

service potential associated with the transaction will flor.r,to the entitv.

Interest income

Interest income is accrued using the ef'fective yield method. 'l'he elfbctive yield discounts

estimated future cash receipts through the expected lif'e o1'the financial asset to that asset's net

carrying amount. The method applies this yield to the principal outstanding to determine interest

income each period.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the entity's right

to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted fbr on a

straight-line basis over the lease terms and included in revenue.

Budget information

The budget for FY 2020-2021was approved by the Permanent Secretary

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted, at the reporting date in

the area where the Entity operates and generates taxable income.
I
T

T

T
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NOTr.rS'tO THE FI NANCI AL STATI, M EN'I'S (CON'I' I N ti E I))

ST'MMARY OF SIGNIFICANT ACCOUNTING P()LICIT]S (CONTINUED)

Currcnt incomc tax relating to itcms recognizcd clircctly' in net assets is recogniz-ed in nct assets

and not in the statement of Ilnancial perfbrmance . N4anagcmcnt periodically cvaluatcs positions

taken in the tax returns with respcct to situations in which applicable tax regulations are subject

to interpretation and establishos provisions whcre appropriatc.

c) Taxes (Continued)

Delerred tox

Deferred tax is provided using the liability method on tcmporary differences between the tax

bases of assets and liabilities and their carrying amounts lirr flnancial reporting purposes at the

reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of

taxable temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, when the timing of the revcrsal of the temporary differenccs can be

controlled and it is probable that the temporary difl'crences will not reverse in the fbreseeable

future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of

unused tar credits and any unused tax losses. Deferrcd tax assets are recognizedto the extent that

it is probable that taxable profit will be available against which the deductible temporary

differences, and the carry forward of unused tax credits and unused tax losses can be utilized,

except in respect of deductible temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, deferred tax assets are recognized only to the

extent that it is probable that the temporary diff'erences will reverse in the foreseeable luture and

taxable profit will be available against which the temporary differences can be utilized.
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NOTIiS TO TIIE FINANCIAL STATEMlin*l'S (CON'ilNt rED)

SUMMARY OF SIGNIFICANT ACCOUNTIN(; P()LICIES (CON'I'INt-IED)
'fhe carrying amount of def'erred tax assets is reviewcd at each rcporting date and reduced to the

cxtent that it is no longer probable that sufficient taxablc protit will be availablc to allou,all or

parl of the deferred tax asset to be utilized. [Jnrecognizcd de I'crred tax assets are re-assessed at

each reporting date and are recognized to the exterlt that it has becorne probable that future

taxable profits will allow the deferred tax asset to bc recovereci.

Def'erred tax assets and liabilities are measured at the tax ralcs that are expected to apply in the

year when the asset is realized or the liability is settled. based on tax rates (and tax laws) that

have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deflcit is recognized outside surplus

or deficit. Deferred tax items are recognized in correlation to the underlying transaction in net

assets.

Deferred tax assets and defened tax liabilities are offset if a legally entbrceable right exists to set

off current tax assets against current income tax liabilities and the deferred taxes relate to the

same taxable entity and the same taxation authority.

Sales tax

Expenses and assets are recognized net of the amount ol'sales tax, except:

taxation.authority, in which case, the sales tax is recognized as part of the cost of acquisition

of the asset or as part of the expense item, as applicable

The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

I

l,
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NOTIiS TO THE F-INANCIAI, S'tr\TEMttNTS (CON'I'lNtilil))

StTMMARY OF STGNIFICANT ACCOUNTING POl.l('lES (coNTINtJEI))

d) !nvestment property

Investntent properties are measurcd initially at cost. inclLrding transactiot-t costs. 1'he carrying

amount includes the replaccmcnt cost ol components ol'an exisling investment propefly at the

tirne that cost is incurred if the recognition criteria arc mct and excludes the costs of day-to-day

maintenance of an investment property.

Investment property acquired through a non-cxcharlgc transaction is measured at its fair value at

the date of acquisition. Subsequent to initial recognition. investment properties are measured

using the cost model and are depreciated over a 30-year period.

Investment properties are derecognized either when they have been disposed of or when the

investment property is permanently withdrawn from use and no future cconomic bcnefit or

service potential is expected from its disposal. 'I'he dilference between the net disposal proceeds

and the carrying amount of the asset is recognized in thc surplus or deficit in the period of de-

recognition

'Iransfers are made to or from investment property only when there is a change ln use.

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the

items. When significant parts of property, plant and equipment are required to be replaced at

intervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount of, the plant and equipment as a replacement if the recognition

criteria are satisfied. All other repair and maintenance costs are recognized in surplus or deficit as

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

consideration the asset is initially measured at its fair value.

I
T
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\* OTES TO TH Ii t'I NANCL\L ST,,\TIIN|I'NT'S (C0 N'H N t', I,. I) )

SL}MMARY OF SIGNIITICAN'I ACCOTJNTIN(; P0LICIES (C'ONTINTIED)

t) Leases

Iiinance lcases are leases that transf'er substantialll'all o1'thc risks anc'l bcnellts incidcntal to

ownership of the leased item to the lJntity. Asscts hcld uncler ii llnance leasc etre capitalized at the

commencement of the lease at the fair valuc of the lcased propcrly or. il' lowcr. at the present

valtte of the future minimum lease payments. -['he Entity also recognize:s thc associated lease

liability at the inception of the lease. The liability recognized is nreasured as 1he present value of
the Iuture rninimum lease payments at initial recognition.

Subsequent to initial recognition, Iease payments are apportioncd betw,een finance charges and

rcduction of the lease liability so as to achieve a constant rate of interest on the remaining

balance of the liability. Finance charges are recognized as llnance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useftl life of the asset. However, if
there is no reasonable certainty that the Entity will obtain ownership of the asset by the end of the

lease term, the asset is depreciated over the shorler of the estimated useful lif'e of the asset and

the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental to

ownership of the leased item to the Entity. Operating lease payments are recognized as an

operating expense in surplus or deficit on a straight-line basis over the lease term.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following

initial recognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairment losses. Intemally generated intangible assets, excluding capitalized

development costs, are not capitalized and expenditure is reflected in surplus or deficit in the

period in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

I
I
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NOTES 'I'O THFI FINANCIAL S'I'ATEMI.TNTS (CON'rrNUED)

st.rMMARy oF sr(;NrFrcANT ACCOtiNTTNG pOr.rCIIS (CON'I'INUIiD)

h) Research and development costs

'l-hc Entity cxpenscs research costs as incurrcd. Dcvclopmcnt costs on an individual proiect are

recognized as intangible assets when the Entity can dcmonstrate:

sale

Its intention to complete and its ability to use or scll the assct

llolv the asset will gencrate Iuture economic bcnefits or service potential

The availability of resources to complete the asset

fhe ability to measure reliably the expenditure during development

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete and the asset is availablc fbr use. It is amortized over the period of

expected future benefit. During the period of development, the asset is tested for impairment

annually with any impairment losses recognized immediately in surplus or deficit.

i) Financial instruments

o) Financial assets

Initial recognition ond measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at lair value through surplus or deficit, loans and

receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.

The Entity determines the classification of its financial assets at initial recognition.
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NOTIiS TO TIIE FINANCIAL STATETIInNTS (CONTrNrrr,lr))

STJMMARY OF SIGNIFICANT ACCOUNTING POLICIES ((]ONTINUED)

Loans and receivables

Loans and receivables are non-derivative financiai asscts with lixed or determinable payments

that are not quoted in an active market. After initial measurement, such financial assets are

subsequently measured at amortized cost using the ellective interest method. less irnpairment.

Amortized cost is calculated by taking into account any discount or prcmium on acquisition and

f-ees or costs that are an integral part of the effbctive interest ra1c. l,osses arising tiorn impairrnent

are recognized in the surplus or deficit.

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and flxed maturities are

classified as held to maturity when the Entity has the positive intention and ability to hold it to

maturity. After initial measurement, held-to-maturity investments are measured at amortized cost

using the effective interest method, less impairment. Amortized cost is calculated by taking into

account any discount or premium on acquisition and fees or costs that are an integral part of the

eff-ective interest rate. The losses arising from impairment are recognizedin surplus or deficit.

I mpairmenl of Jinancial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial

asset or an entity of financial assets is impaired. A financial asset or a entity of financial assets is

deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one

or more events that has occurred after the initial recognition of the asset (an incurred 'loss event')

and that loss event has an impact on the estimated future cash flows of the financial asset or the

entity of financial assets that can be reliably estimated. Evidence of impairment may include the

following indicators:
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NO'rES'tO TIIE FINANCIAL S'I-Al'EI\{llNTS (CON'I'lNtl I'll))

i) Financial instruments (Continued)

u 'l'hc debtors or a cntity ol-debtors arc expcricncing signilicant linancial clil'liculty

'/ I)efault or delinquency in intcrest or prirlcipal paynlcrlts

'r 'l'hc probability that debtors; will cntcr bankruptcy or other llnancial rcorganizatiotr

'/ Observable data indicates a measurable decrcasc in estimatcd futurc cash llows (c.g

changes in arrears or economic conditions that corrclatc with dclaults)

b) Fintncial liabilities

I nitial recognitiort ond measurement

Financial liabilities within the scope of IPSAS 29 are classifled as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. 'fhe Entity determines

the classification of its financial liabilities at initial recognition. All financial liabilities are

recognized initially at fair value and, in the case of loans and borrowings, plus directly

attributable transaction costs.

Loans and borrowing

Afler initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method. Gains and losses are recognized in surplus or

detlcit when the liabilities are derecognized as well as through the effective interest method

amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and

t lees or costs that are an integral part of the effcctive intcrest rate.

j) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is

its lair value at the date of acquisition.
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NOTI|S'rO TI.IE FINANCIAL STATEMENTS (CON'rrNt ir'-r))

STIMMAITY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINI,JED)

Costs incr:rred in bringing each product to its present location arrcl conclitions arc accounted fbr.

as tbllows:

Ra'"v materials: purchasc cost using the weiglited avcragc cost rnethod

Finished goods and work in progress: cost of direcl rnatcrials and labour and a proportion

of manufbcturing overheads based on the normal opcrating capacity. but cxch"rding borrowing

costs.

i) Inventories (Continued)

Afier initial recognition. inventory is measured at the krwer ol'cost and net realizable value.

I'lowever. to the extent that a class of inventory is distributcd or deployed at no charge or for a

nominal charge, that class of inventory is measured at the lowcr of cost and current replacement

cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs necessary to make the sale, exchange, or

distribution.

lnventories are recognized as an expense when deployed fbr utilization or consumption in the

ordinary course of operations of the Entity.

k) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result of a past event, it is probable that an outflow of resources embodying economic benefits or

service potential will be required to settle the obligation and a reliable estimate can be made of

the amount of the obligation.
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NOTttS T() THE FINANCIAL S'TATEMENTS (CONTINt[,ll))

SUMMARY OF STGNTFTCANT ACCOUNTING POl.lCtUS (coNTINUED)

Whcre the [:ntity expects some or all of a provision to bc rcirnhursed, for examplc. undcr an

insurancc contract, the reimbursement is recognizcd as a scparate assct only wltcn thc

reimbursement is virtually certain.

'[he expense relating to any provision is presented in thc statcmcnl of financial perfbrmance net

of any reimbursement.

l) Contingent liabilities

'fhe lrntity does not recognize a contingent liability, but discloscs details of any contingencies in

the notes to the financial statements, unless the possibility ol-an outflow of resources embodying

economic benefits or service potential is remote.

m) Contingent assets

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

existence is contingent on the occurrence or non-occurrence ol one or more uncertain future

events not wholly within the control of the Entity in the notcs to the financial statements.

Contingent assets are assessed continually to ensure that developments are appropriately reflected

in the financial statements. If it has become virtually certain that an inflow of economic benefits

or service potential will arise and the asset's value can be measured reliably, the asset and the

related revenue are recognized in the financial statements of the period in which the change

occurs.

n) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.

39



D

a

a

I

I

. .ti , ltlt.ii .;tt , l 
,

NOTIiS -I'O TIIE FINANCIIAL STi\TEMENTS (CION'rlNtrIiD)

STINIIIIAITY OI- SIGNIFICANT ACCOUNTING P()t,I(]IES (CONTINTJIiD)

o) Changes in accounting policies and estimates

'lhc L:ntity recognizes the effects o1'changes in accounting policy rerrospectively. 'l'he eflecls of

changes in accounting policy are applied prospectively if retrosl"rective application is irnpractical.

p) trmployee benefits

Il.etirement benefi t plans

I-hc Entity provides retirement benefits fbr its employees anci clirecturs. Dellned contribution

plans are post-employment benefit plans under which an cntitl pavs {ixed contributions into a

separate entity (a fund), and will have no legal or constructive obligation to pay further

contributions if the fund does not hold sutficient assets to pay all employee benelits relating to

cmployee service in the current and prior periods. The contributions to lund obligatiorrs for the

payment of retirement benefits are charged against income in the year in which they become

payable.

Defined benefit plans are post-employment benefit plans other than dellned-contribution plans.

The detined benefit funds are actuarially valued tri-annually on the projected unit credit method

basis. Deficits identified are recovered through lump sum payments or increased future

contributions on proportional basis to all participating employers. fhe contributions and lump

sum payments reduce the post-employment benefit obligation.

q) Foreign currency transactions

l'ransactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. Trade creditors or debtors denominated in fbreign currency are reported at

the statement of financial position reporting date by applying the exchange rate on that date.

Exchange differences arising from the settlement of creditors, or from the reporting of creditors

at rates different from those at which they were initially recorded during the period, are

recognized as income or expenses in the period in which they arise.

I
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No-ilis To TrIIi FINANCIAL STATEMENTS (CONTINUEI))

su M M ARY OF Sr GN IF'ICANT AC('OI-INTIN(; I'OLI(I I ES (coNT' I N t.l [l l))

r) Ilorrowing costs

[]orrowing costs are capitalized against qualilying asscts as part of propcrty, plant and

equipmcnt.

Such borrowing costs are capitalized over the period during which thc assct is bcing acquired or

constructed and borrowings have been incurred. Capitalization ceascs whcn construction of the

asset is complete. liurther borrowing costs are charged to the statemcnt of llnancial perfbrmancc.

s) Related parties

'l'he Irntity regards a related party as a person or an entity with the ability to exert control

individually or jointly, or to exercise significant inlluence over the ['.ntity, or vice versa.

Mcmbers of key management are regarded as related parties and comprise the directors, the CEO

and scnior managers.

t) Scrviceconcessionarrangements

The Entity analyses all aspects of service concession arrangements that it enters into in

determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contributes an asset to the arrangement, the Entity recognizes that asset

when, and only when, it controls or regulates the services the operator must provide together with

the asset, to whom it must provide them, and at what price. In the case of assets other than

'whole-of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any

signilicant residual interest in the asset at the end of the arangement. Any assets so recognized

are measured at their fair value. To the extent that an asset has been recognized, the Entity also

recognizes a corresponding liability, adjusted by a cash consideration paid or received.
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NOTES 'rO THE FINANCIAL STA'rEN{ENTS (CONTINtrtiD)

S(JMIVIARY OF SIGNIFICANT ACCOTINTING POLI(]IIiS ((]ON'I

rr) (lash and cash equivalents

INT]ED)

('ash and cash equivalents comprise cash on hand and cash a1 bank. short-tcrm dcposits on call

and highly liquid investments with an original maturity of'three months or less. u,hich arc readily

corlvertible to known amounts o1'cash and are subject to insignilicanl risk clf changes in value.

lJank account balances include amounts held at the Central llank of Kenya and at various

commercial banks atthe end ol'the frnancial year. Forthe purposes of-these llnancial statements.

cash and cash equivalents also include short tcnn cash imprcsts and adr,'ances to authorised

public oflicers and/or institutions which were not surrendered or accounted lbr at the end of the

linancial year.

v) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

w) Subsequent events

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

financial statements fbr the year ended June 30. 2021.

I2.05. SIGNIFICANT

UNCERTAINITY

JUDGMENT AND SOURCES OF BSTIMATION

'fhe preparation of the Entity's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of

the reporting period. However, uncertainty about these assumptions and estimates could result in

outcomes that require a material adjustment to the carrying amount of the asset or liability

affected in future periods. State all judgements, estimates and assumptions made: e.g

I
t

I
T

I
I
T

I
t
T

T

T

T

42



o .,:tti;t'i \i;111.'i""1"

: .lt;1,..':;- -:!t),

NOTES 1'O'I'tIE FINANCIAL S'I'A'I'tiMI,lN'rS (CONTINtlIrl))

sTTMMARY OF SIGNIFICANT ACCOIINTING POLICIES (coN'rlNUIiD)

Estimates and assumptions

-l'he 
key assumptions concerning thc lirturc and other key sources ol'cstinration unccrlainty at thc

rcporting datc. that have a significant risk of causing a matcrial adjustrncnt to the carrying

amounts ol'assets and liabilities witl-rin the ncxt financial year, arc dcscribcd belou'. 'l'he Entity

bascd its assumptions and estimates on paramcters available whcn thc consolidated flnancial

statcmcnts were prepared. Flowever, existing circumstanccs and assumptions aboLlt future

devclopmcnts may change due to market changes or circumstanccs arising beyond the control of

thc Entity. Such changes are reflected in thc assumptions when thcy occur. ll'SAS 1.140

Useful lives and residual values

'Ihc uselul lives and residual values of assets are assessed using the fbllowing indicators to

inform potential future use and value fiom disposal:

and processes

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Note 12.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is

material.

43



ol, , '.

. ,,,11- .,, :

N()1'ES'f0 TFIE FINANCIAL STATEMENTS (Contirrucs)
12,06. DIVIDEND INCOME

Pre I'crence dividend from KPLC ltd, for the period

Ordinary dividend KPLC ltd
Ordinarl, dividend EABL
'fotal

Dividend from KP&LC Ltd
Dividend from EAB Ltd

2420D02t

Kshs.

10.729

3.705..323

Kshs. 3,716.55?t=,
Kshs. Nil

2019/2020

Kshs.

1 .152

67.860.781

67,867,933

T

T

I
I
I
T

I
I
I

3,716,552

Thc receipts relate to dividend income from Kenya Power and Lighting Oonipany and
Aliican Breweries Limited:-.

12.07. PAYMENT OF PENSIONS
'l'he Fund main purpose was to pay pension to its members and beneficiaries and none is
surviving hence nil payment in the fund.

I2.08. INVESTMENTS
2020t2021

Kshs.

East

2019D420

Kshs.
Preference shares - KPLC

4%Cumulative 8,066 @ kshs.20.00

TYoCumulative 500 @ Kshs. 20.00

Ordinary Shares 12,352,743@Ksh. 2.5- KPLC

Ordinary Shares 7,54AJ40@Ksh.2 - EABL

Shares

Total 46,133,457

The shares relate to Kenya Power and Lighting Company and East African Breweries Limited

The figure of Investment was Kshs. 45,860,478l for the Financial Year 201912020 but adjusted to
Kshs.46,133,4571 by an amount of Kshs.272,9791 to conform with the Certificate of Balances.

161J20
10,000

30,881,858

15,080,280

45,860,479

45,860,478

I
I
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1'he figure ol'receivable fiom CSFC was Kshs. 3,796,226 fbrthe Financial Year 20l912020but
adjusted to Kshs.3,921,0001 by an amount of Kshs.124.7741 to conlbrm with thc Certillcatc of
Balances.

I2.IO. I}ANK BALANCE

NO'IES'I'O TII E FI NANCIAL SI'A'I'I,IM ENTS (Con tin ues)

I 2.09. OTHEI{ IIIiCEIVAI}LES

Cereals and Sugar Irinance Corporation

Dividend due liorn KP&[. .co

Total

NAME OF THE BANK
ACCOUNT NO.

TOTAL

I2.II. OTHER PENDING PAYABLES

Amount due to National Govemment entities

Total

12.12. ACCUMULATED SUPLUS

Balance B/f
Profit/(loss) for the period

Adjustment

CENTRAL BANK OF KENYA
1000213768

2021 2020

KSHS KSHS

887,674,635 887,667,483

2020/2021

Kshs.

3.921 .000

9.885.771

13,806,771

2020t2021

Kshs.

9,715,lll

2020t2021

Kshs.

883,217,883

3,716,552

397,753

887,332,188

20t9/2020
Kshs.

3.796.226

6.176,372
g,g72,5gg

2019t2020

Kshs.

9,715,111

2019t2020

Kshs.

815,349,950

67,867,933

883.217.883

T

g,715,lll 9,,715,111
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12.I3. FINANCIAL ITISK MANAGEMENT

Credit Risk
'l'he canying amount of flnancial assets recorded in the llnancial statemenls represcnting the
entitv's maximunt exposure to credit risk without taking account o1'the value of any collateral
obtained is made up as fbllows:

Receivables from
transactions

Bank balances

Total
At 30.Iune 2020

Receivables from
transactions

Bank balances

Total

13,806,771

887,674,635

901,481,,406

9,972,598

887,667,483

897,640,091

exchange

exchange

1 3.806.771 r 3.tt06.771

887,674"635 -

901,481,406 13.806.77i

9,912,598

887,667,483

897,640,091

9.972,598

9.972,599

None

None

None

None

None

None

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from CSFC

T'he Board of Directors sets the company's credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.

RELATED PATY BALANCES

Nature of related parfy relationships
f'here were no related parties involved in this entity

CONTINGENT ASSETS AND CONTIGENT LIABILITIES

The entity did not have any contingent liabilities
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I3. I'RO(;IiESS ON FOLOW UP OF AUDITOR RI']COMMENDA'I'IONS

-l'he fgllowing is the summary of issues raised b1' the extcrnal auditor. and mallagemcllt

coplncnts that were provided to the auditor. Wc havc nontinatcd lbcal pcrsons to resolvc

tfue various issues as shown bclow with thc associatcd time fiame ',1'ithin which u'e expcct

thc issucs to bc resolved.

Rcference
No. on the
erternel
erdit
Rcport

144

145t__

lssue
Observations
from Auditor

JULIUS MUIA, PhD, CBS
PRINCIPAL SECRETARY

Status:
(Resolved /
Not
Resolved)

I{csolvcd
by I'Ao

Not
Itcsolved

-fhe 
accounting policies and explanatory notes to these financial statcmen an integral partts fbrm

BI\ol'the financial statements. The financial statements were approved on

signcd by

)* ,2021 and

FRANC AMUYUNZU
ICPAK NO.6I75
DEPUTY ACCT. GENERAL

I

Focal Point person to
resolve the issue (Name
and designation)

Management comments

MichaelA. Kagika, EBS
Secrctary/l)irector I)cnsions

Awaiting rccommcndcd liom task

ftrrce committee on how to clcar
lrom thc old balanccs.

[Jn-anal1'zcrl
balancc ot' Kshs.
9.7r5.ilt

MichaelA. Kagika, EBS
Sccrctary/l)ircctor I)ensions

'l'he fund is bcing rvound up and no

budgct was provided lirr.
Iludgctarl, Control
and I'crlormance

Time Frame
(Put a dote
when you
expect lhe
issue lo be

te!e!!4L 

-
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,A,ppendix I

Profit/loss on realization of investment
Recovery of interest due from Kenya government
lnterest on investmeni
Accumulative income & expenditure
Annual Account
Sub total
Less

lnterest on investment
interest credit to deposit
Annuity payment

Bonus Paid to Depositors

Sub total
Retained Earnings

Add ltems not in ledger
Dividend receivable

Retained Earnings for the year

Profit/(loss) for the year

Retained Earnings b/f

2O2Ol2O2L

Kshs.

7,163,992

L,449,793

7,309,24O,499

L,372,274

993,162

1,319,109,700

20L9l2O2O

Kshs.

7,163,992

1,448,783

1,297,949,972

1,372,274

883,162

L,3Og,gtg,o24

440,202,307

LL?1.r4

50,696

430,316,536

1T3 LL4

50.696

L,296168
437,776,5L4

877,O4L,'IO

6,L76,372
gg3,2l7 182

67,867,933_

815,349,949

7.296,769

447!662!285i

877,446,4L6

ii

I

1i

l

l

6!L76_F72

883,622!7gg

7,L53

883,615,635

t

ii

I
ll

I

L.l

ll

ir

I

I

l

I
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Appendir 2: 'frial llalance

Credits
('apital Accouttt

Sundrl I)chtors

Surplus cash remittarncc by the departmcnt

Itctained I:arnings

l)ir idcnd lncomc

Total

Debits

Invcstment

Cash on l)eposit - ccreals and sugar finance
('ash at hand

I)ividend receivable

Total

20211/2021

Kshs.

s0.s67.565

92.386

9,622,725

883.6r s.665

3,716,522

947,,614,863

46.133,457

3.921,000

887.674.635

9,885,771

947,614,863

2019t2020

Kshs.

50.567.565

92.386

9,622,725

815.349.949

67.861,()33

943,500,558

45,860,477

3,796,226

887,667,483

6.176.372

943,500,558

T
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Bank Rcconciliation
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DETAITS KSHS KSHS

887 535

887,674,635

REPUBLIC OF KENYA
F.O. 30

PENSIONS DEPARTMENT

PROVTDENT FUND & EA COMMUNtTy A/C NO. 1000213768
BANK RECONCILIATION STATEMENT AS AT 3OTH JUNE 2O2O

BANK BATANCE AS PER CERTTFICATE

Less 1&2

1 pavrueruTs tN cAsH BooK Nor lN BANK

(UNPRESENTED CHEQUES)

TOTAL UNCLEARED EFFECTS

2 necgprs tN BANK Nor tN cAsH BooK

TOTAL-APE.NDEX 1& 2

3 pnyurruT tN BANK Nor tN cAsH BooK

4 REcETPTs tN cAsH BooK Nor !N BANK

TQTAL.APENDEX 1& 2

BAI.ANCE A5 PER THE CASH BOOK

,,DETAILS OF THE ABOVE ATTACHED"

"l CERTIFY THAT I have verified the bank balance in the cash book with the

Bank statement and that the above Reconciliation is correct"'

Signoture......

ACCOUNTANT

DATE,,,
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)uly 7,2021
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C E}?"I"IFICATE OF BALA}'"I CEs

Customer: 120373 - NATIONAL TREASUPJ

Balance Date: 3O JLJN 2O2l

Account No Account Name

100020.4397
1 00020951 B

1000213744
1000213752
1C,00213768

0.00
5:,1.308.65

4,i5.483,121.85
B 87.674 635.10

KU

AUTHORISED SIGNATORY

BANKINC, 5ERVICES

Balance

_2-:o3??_Q49?
o.27

't -7 ')
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LA!y&El!EE-&!uEBlA
,qUTHONIsED sICNATORY
BANKING SERVICES
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