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strengthening Fertiliser Quality And Regulatory standards In Kenya project
Reports And Financial statements For The Financial year Ended "rune so,iotg

1. PROJECT INFORMATION AND OVERALL PERFORMANCE

l.l Name and Registered office

Name: Strengthening Fertilizer euarity & Regulatory Standards in Kenya project

Objective
The key objective of the project is:

o To establish alegal and reguratory framework for fertilizer qualityo To increase awareness of new fertilizer act among stakeholders and,o To strengthen human and institutional capacity to enforce fertilizer policy regulations.

Address:
The project headquarters offices are:

Kilimo House, Cathedral Road,
P.O Box 30028-00100,
NAIROBI

Contacts:
Telephone:
E-mail:

Website:

(020) 2718870te
psagriculture@ki I imo. go.ke
www.agriculture. go.ke

1.2 Project Information

1.3 Project Overview

Start Date: 2015

ect End Date: 30th June 2018

Rebecca

ect s AGRA

ect

Line Ministry/State
of the

The IS under theproject of the tnrMsupervision ofstry Agriculture,
vestockLi F& sheries fo Iture

numberPro 2013 sHP 001

S of the ect are as follows:The

Achievement of strategic Improve fertilizer euality Standards

Other important
information

Improve awareness of fertilizer laws to stakeholders

Current situation that the intervene in the followi areas:The ect was formed to

ll



project was formed to
intervene

-ln ensuring farmers get quality fertilizer
-Capacity building of personnel dealing with fertilizer issues
-Equipping the existing laboratories with the necessarv equipment

duration 3 Years

Strengthening Fertiliser Quality And Regulatory Standards In Kenya project
Reports And Financial Statements For The FinancialYear Ended June 30,2018

1.4 Bankers

Central Bank of Kenya

1.5 Auditors

Office of the Auditor General

Roles and Responsibilities

List the different people who will be working on the project. This list would include the project
manager and all the key stakeholders who will be involved with the project. Also, record their role,
their positions, and their contact information.

Names Title desiqnation Key qualification Responsibilities
Rebecca Githaiga Asst.Director of

Agriculture
Msc
Entrepemureship

Project manager

Edwin.O. Oseko Principal Agriculture
officer

Bsc Agri Economics D/Project manager

Simon Mucigiri Principal Agriculture
officer

Bsci Agri.economics Coordinator
monitoring and
evaluation

Mugambi Micubu Stds .Officer BSC Horticulture Coordinator policy
Catherine Njeri
Kibunia

D/Director of
Agriculture

Phd in soil
Microbiplogy

Coordinator Soil
Fertility

Catherine Mutuku Asst. Office
Administrator

Diploma in
Secretarial

Secretary

Mercy W.Gitu Senior Accountant C.P.A. K Accountant
Moses Gichini Driver KCSE Driver

lll
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1.6 Funding summary

Below is the funding summary:

1.7 Summary of Overall project performance:
The project has achieved almost all its deliverables.
The donor has released the last tranche offunds

1.8 Summary of Project Compliance:

The project did not have compliance issues.

(A) (A',) (B) (8',) (A)-(B) (A',)-(8',)
Grant
Alliance of Green
Revolution in Africa.

GRA

499,790 42,482,150 421,85t 38,216,963 77,939 7,315,321.75

Total 499,790 42,492,150 42l,g5l 38,216,963 77,939 7,315,321.75

l)onor (.onrr.nitnterrt- r\n'rtrut.tt rcccit.,,-d to
dtrtc l0 .lunc 20I 8

S()ul'cc ol'lLrrrtl:

KSlrs K Shs KShs

I jntlrarr n ['rtrlarrcc tri
datc i0 .lunc l0l ll

I)orror
cuf|cne\

I)ot.trtr'

cU t'rcn
I)onrlr
cU l'l'cnc\

lv



Strengthening Fertiliser Quality And Regulatory Standarcls In Kenya project
Reports And Financial Statements For The Financial Year Ended June 30, 2018

2. STATEMENT OF PROJECT MANAGEMENT RESPONSIBILITIES

The Principal Secrelaty for the State department of Agriculture and the Project Coordinator for
Strengthening fertiliser quality $ Regulatory standarcls in Kenya project are responsible for the
preparation and presentation of the Project's financial statements, which give a true and fair view of the
state of affairs of the Project for and as at the end of the financial year (period) ended on June 30,
2018. This responsibility includes: (i) maintaining adequate financial management arrangement and
ensuring that these continue to be effective throughout the reporting period; (ii) rnaintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of the
Project; (iii) designing, implementing and maintaining internal controls relevant to the preparation
and fair presentation of the financial statement, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Project; (v) selecting
and applying appropriate accounting policies; and (vi) making accounting estimates that are
reasonable in the circumstances.

The Principal Secretary for the State department of Agriculture and the Project C'oordinator for
Strengthening fertiliser quality $ Regulotory standards in Kenya project accept responsibility for the
Project's financial statements, which have been prepared on the Cash Basis Method of Financial
Reporting, using appropriate accounting policies in accordance with Intemational Public Sector
Accounting Standards.

The Principal Secretary for the State department of Agriculture and the Project Coordinator for
Strenglhening fertiliser quality $ Regulatory stondords in Kenya project are of the opinion that the
Project's financial statements give a true and fair view of the state of Project's transactions during the
financial yearlperiod ended June 30, 2018, and of the Project's financial position as at that date. The
Principal Secretary for State depaftment of crop development and the Project Coordinator for
Strengthening fertiliser qualily $ Regulatory standords in Kenya project further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon in the
preparation of the Project financial statements as well as the adequacy of the systems of intemal
financial control.

The Principal Secretary for the State department of Agriculture and the Project Coordinator for
Strengthening fertiliser quality $ Regulatory standards in Kenya project confirm that the Project has

complied fully with applicable Government Regulations and the terms of external financing covenants,
and that Project funds received during the financial yearlperiod under audit were used for the eligible
purposes for which they were intended and were properly accounted for.

Approval of the Project financial statements
The Project financial statements were approved by the Principal Secretary for the State department of
Agriculture and the Project Coordinator for Strengthening fertiliser quality $ Regulotory slandards in
Kenyo project on 7'h December 2018 and signed by.

{?=r-i.-11f t$lt'

,

Principal ProjerCdffinamr
Mrs.Rebecca Githaiga

Project Accountant:
Miss Mercy Gitu

ICPAK Member No.20360
Prof.Hamadi i Boga
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3. Report of the Independent Auditors on the Strengthening Fertitiser Quality Regulatory
Standards in Kenya project.
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REPUBLIC OF KENYA

Telephone: +254-20-3 42330
Fu<: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

o

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON STRENGTHENING FERTILIZER QUALITY
AND REGULATORY STANDARDS rN KENYA PROJECT (AGRA GRANT NO. 2013
sHrP 001) FoR THE YEAR ENDED 30 JUNE 2018 - MTNTSTRY OF AGRICULTURE,
LIVESTOCK, FISHERIES & IRRIGATION

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financia! statements of Strengthening Fertilizer Quality
and Regulatory Standards in Kenya Project set out on pages 1 to 25, which comprise the
statement of financial assets as at 30 June 2018, and the statement of receipts and
payments, statement of cash flows and statement of comparative budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya, Section 35 of the Public Audit Act, 2015 and the Financing
Agreement Grant No. 2013 SHIP 001 between Alliance for a Green Revolution in Africa
(AGRA) and the Republic of Kenya dated 23 July 2014.1 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 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 Strengthening Fertilizer Quality and Regulatory Standards in Kenya Project as
at 30 June, 2018, and of its financia! performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Cash Basis)
and comply with the Financing Agreement Grant No.2013 SHIP 001 and the Public
Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccurate Cumulative Paympnts

The statement of receipts and payments reflects cumulative payments totalling
Kshs.27,133,815 which differs with the amount of Kshs.31,038,285 captured in the
Project's records over the years by Kshs.3,904,470 as shown below:

Report of the Auditor-General on the Financial Statements of Strengthening Fertilizer Quality and Regulalory

Standards in Kerrya Project (AGRA Grant No. 2013 SHIP 001) for the Year Ended 30 June 2018 - Ministry of
Agricttlture, Livestock, Fisheries & Irrigation

Promoting Accountability in the Public Sector



Cumulative

Paymenb as per

Statement

Kshs.

6,904,150

Cumulative
Amounts as per

Records

Kshs.

5,325,000

20,239,885

5.473.400

31-0:18245

Variance

Kshs.

1,579,150

(10,220)

(5.473.400)

G-904J20)

Compensation of
employees

Purchase of goods and
Services

Acquisition of non-
financialassets

TOTALS

20,229,665

2tfii.815

2. Statement of Gomparative Budget and Actual Amounts

The statement of comparative budget and actual amounts does not reflect the actua!
receipt of Kshs.13,084,658, which was equal to the final budget of Kshs.13,084,658. No
explanation has been provided for this omission.

3. Notes to the Financial Statemenb

Some notes to the financial statements have been omitted and others have misleading
information as indicated on the face of the financial statements and as outlined below:

. Notes 8.10 to 8.12 are missing;

. Balances shown against Notes 8.13A, 8.13.8, 8.13C on the face of statement of
financial assets are not corresponding with the balances under the relevant notes to the
financial statements.

. Notes 8.7 to 8.13C are not flowing chronologically.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAIs). I am independent of Strengthening Fertilizer Quality and Regulatory
Standards in Kenya Project in accordance with !SSA! 30 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.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financia! statements. Except for the.matters described in the
Basis for Qualified Opinion and Other Matter sections, I have determined that there are no
key audit matters to communicate in my report.

Report of the Auditor-General on the Financial Statements of Strengthening Fertilizer Quality and Regulatory
Standards in Kenya Project (AGRA Grant No. 2013 SHIP 001) for the Year Ended 30 June 2018 - Ministry of
A gr i ct ltur e, L iv es t o c h F is her i es & Irr i gat i on
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Other Matter

1. Project Completion Status and Delays in Processing Transactions

According to the financing agreement dated 23 July 2014, (page 4 schedule ll- conditions
in the grant agreement) the project ought to have been completed by 30 June 2017 but
was extended to 31 December 2018. The Project management is, however, yet to procure
laboratory equipment and reagents to facilitate testing of fertilizers samples necessary for
project execution owing to procurement and funds disbursements delays. Available
information indicates that the first requisition to procure some of the equipment and
reagents was made on 4 November 2016 and the latest was made on 7 March,2018 but
the same had not been procured as of 30 October 2018.

Further, a review of the Project's receipts and bank statements confirmed that the second
disbursement of Kshs.13,084,658 ($126,178) was received on 5 January 2018 while the
third and last tranche of $77,939 had not been received from the National Treasury as of
30 October 2018. The second and the third (last) disbursement ought to have been made
on July 1, 2015 and July 1 , 2016 respectively as per the project financing agreement
dated 23 July 2014.
The project is in the final phase of implementation but a number of activities are yet to be
completed, including the purchase of laboratory equipment and reagents without which the
project would be unable to meet some of its objectives and have impact as envisaged in
the project proposal.

ln the circumstances, it may not be possible for the project to achieve some of its
objectives by the end of 31 December 2018.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the matters described in the Basis for Qualified Opinion and Other Matter
sections of my report, I confirm that, nothing else has come to my attention to cause me to
believe that public resources have not been applied lavrrfully and in an effective way.

Basis for Conclusion

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

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

Report of the Auditor-General on the Financial Stdtements of Strengthening Fertili:er Quality and Regylatory
Stanclards in Kenya Project (AGRA Grant No. 2013 SHIP 00 l).for the Year Ended 30 June 2018 - Ministry of'

Agriculture, Livestock, Fisheries & I rrigation
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Qualified Opinion
and Other Matter sections of my report, I confirm that, nothing has come to my attention to
cause me to believe that internal controls, risk management and overall governance were
not effective.

Basis for Conclusion

The auditwas conducted in accordancewith ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit so as to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Those Charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the
Project's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
management intends to cease operations of the Project, or have no realistic alternative but
to do so.
Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Rcport ol. the Auclitor-Generul on the Finunc'iul Stutements tf Stengthening Fertili:at' Quulity and Regulutory
Stunclurcls in Kenyu Profec't IAGRA Grunt No. 2013 SHIP 0l)l) lir the Yeur Encled 30,lune 20lll Ministn'd
Agric'ulture, Livasttrk, Fi.sheries & I rrigution
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Au ditor-General's Responsi bi lities 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 interna! controls, risk management and governance 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 lSSAls. A material weakness
is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. 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:

a 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

Report of the Auditor-(ieneral on the Financial Statements o/' Strengthening Fertili:er Quolity and Regulatory
Standards in Kenya Project (AGRA Grant No.20l3 SHIP 001) /br the Year Ended 30 June 2018 - Ministry of
Agriculture, Livestock, Fisherie.s & lrrigution
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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 going concern 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
ability of the Project 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 Project to cease sustaining
its services.

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

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

Perform such other procedures as I consider necessary in the circumstances

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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

21 December 2018

RaJxtrl tl tha.lutlitor-Ganerul rn !ha Finunc'iul Stutentent.r tl .Strangthaning f'artili:at'Qtulit.t'ttnd Regtrlutott
Stundurd.s in Kantu Pntfec't (..1GR.1 Grunt,\'o.:0l3.SHlP 0{)11 lir thc Yaur Entled 30.ltrna l0l,\ .\lini.strt of'
.1gric'uItrrra, l-iva.sItrk. f i.shcric.t & Irrigutitttt
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, Strengthening Fertiliser Quality And Regulatory standards In Kenya project
Reports And Financial Statements For The Financial year Ended June 30, 20lg

4. STATEMENT OF RBCEIPTS AND PAYMENTS FOR THE PERJOD ENDED 3OTH
JUNE 2OT8

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

Principal ect rnator Project Accountant
Miss Mercy GituProf.Hamadi Addi Boga Mrs.Rebecca Githaiga
ICPAK Member No.20360:

(TPSAS 1.3.24 requires an entitv to separatcly disclose third party payrncnts separately on the statement of
receipts and payments. fhese are pavments marle by development partners directly on behalf 9f the entity. In
recognising these transactions, the receipts nrust be equal to the payments made and therefor.e there is no
surplus or deficit.)

Note
2017n8 2016/17

Cumulative
to-date

Receipts and
payments

controlled by
the entitv

Payments
made by

third
parties

Receipts and
payment

controlled by
the entitv

Payments
made by

third
parties

KShs KShs KShs KShs KShs
RECEIPTS
Proceeds from
domestic and foreign
grants

8.3

13,084,658. 0 0 0 38,216,863
TOTAL RECEIPTS 13,084,659 0 0 0 38,216,863

PAYMENTS

Compensation of
employees

8.4
1.259.225 1,227,400 5,325,000

Purchase ofgoods and
services 8.5

6,337.046 0 7,917,840 20,239.885
Acquisition of
financial assets

8.6
0 0 0 0 5,473,400

TOTAL PAYMENTS 7,596,271 9,145.240 31.038.285

SURPLUS(DEFICIT) 5,489,397 (9,145,240\
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Strengthening Fertiliser Quality And Regulatory Standards In Kenya project
Reports And Financial Statements For The Financial Year Ended .lune 30,20t8

5. STATEMENT OF FINANCIAL ASSETS AS AT 3OTH JUNE 2018

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The financial statements were approved on 7'h December 20lg and
signed by:

u b

Prof.Hamadi ga
Principal Secretary
Date

M ga
Project Coordinator
Date 11\ir_\.>_ot& -

mfut
Miss Mercy Gitu
Project Aqcountant
Date Z lra lt(
ICPAK Member Number:

2

Note 2017n8 2016fi7
KShs KShs

FINANCIAL ASSETS

Cash and Cash uivalents
Bank Balances 8.134. 7.315.322 1,826,935
Cash Balances 8.138 0 0
Cash uivalents short-term ) 8.13C 7.315.322 1,826,935

Total Cash and Cash ivalents 7,315j22 1,826,935

TOTAL FINANCIAL ASSETS 7,315322 1,826,935

REPRESENTED BY

Fund balance b/fivd 8.8 1,826,935 10,835,431
Prior ustments 8.9 0 136,744
S t for the 5,488,397 (9,145.240)

NET FINANCIAL POSITION 7,315.322 1,826.935



Strengthening Fertiliser Quality And Regulatory Standards In Kenya project
Reports And Financial Statements For The Financial Year Ended June 30, 2018

6. STATEMENT OF CASHFLOW FOR THE PERIOD 3OTH JUNE 2OI8

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 7'h December2018
and signed by:

ISDU\^
Prof.Hamadi Boga Mrs ithaiga Miss Mercy Gitu
Principal
Date

Project Coordinator
Date ,f i r:_\ )-,;rs

Proiect Accountant
nate r \r>\t t
ICPAK Member No:

J

2017n8 2016n7

Note KShs KShs

Rece for o ti activities
Proceeds from domestic and fo 8.3 r3.084.6s8

Pa ents for activities
Compensation of employees 8.4 (1.2s9.22s\ O,227.400)
Purchase of s and services 8.5 (6.337.046) (7,917,840)

usted for:
Ad ustments d the 8.9 136,744

Net cash flow from rati activities 5,488,387 (9,008,4e6)

CASHFLOW FROM INVESTING ACTIVITIES
uisition of Assets 0 0

Net cash flows from Investing Activities

CASHFLOW FROM BORROWING ACTIVITIES
Proceeds from Foreign Borrowings
Net cash flow from financing activities

NET INCREASE IN CASH AND CASH EOUIVALENT 5"488,387 '(9,008,496)

Cash and cash equivalent at BEGINNING of the year 1,826',935 10,835,431

Cash and cash equivalent at END of the year 7,315,322 1,826,935



Strengthening Fertiliser Quality And Regulatory Standards In Kenya project
Reports And Financial Statements For The Financial Year Ended .fune g0,2018

7, STATEMENT OF COMPARATIVE BUDGET AND ACTUAL AMOUNTS

Note: The significant budget utilisation/performance differences in the last column are explained
in Annex I to these financial statements.

\m.u
Prof.Hamadi Boga Githaiga

\

Principal
Date

Project Coordinator
Date tf lril:si8 .

Miss.Mercy Gitu
Project {ccountant
Date -( [r>\tC

ICPAKMember No:20360

4

ents Item
Original
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Proceeds from domestic and
13,094,659 13,084,659 13,084,659 t00%

Total Receipts 13,084,659 13,084,659 13,094,659 l00o/o
Payments

Compensation of employees 2,144,520 2,144,520 1,259,225 885,295 5\Yo
Purchase ofgoods and
services 12,767,073 12,767,073 6,337,046 6,430,027 5t%
Other grants and transfers

Total Payments 14,gll,5g3 14,911,593 7,596,271 7,315,322



strengthening Fertiliser Quality And Regulatory Standards In Kenya project
Reports And Financial Statements For The Financial Year Ended June 30,2018

8. NOTES TO THE FINANCIAL STATEMENTS

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

8.1. Basis of Preparation

8.1.1. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS
financial reporting under the cash basis of Accounting, as prescribed by the PSASB and set
out in the accounting policy note below. This cash basis of accounting has been
supplemented with accounting for; a) receivables that include imprests and salary advances
and b) payables that include deposits and retentions.
The financial statements comply with and conform to the form of presentation prescribed
by the PSASB.

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

8.1.2. Reportingentity

The financial statements are for the Project Strengthening fertitiser quality $ Regulatory
standards in Kenya under National Government of Kenya. The financial statements
encompass the reporting entity as specified in the relevant legislation PFM Act2012 .

8.1.3. Reportingcurrency

The financial statements are presented in Kenya Shillings (KShs), which is the functional
and reporting currency of the Project and all values are rounded to the nearest Kenya
Shilling.

8.2, Significant Accounting Policies

a)Recognition of receipts

The Project recognises all receipts from the various sources when the event occurs and the
related cash has actually been received by the Government.
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Reports And Financial Statements For The Financial Year Ended June 30,20tt

o Transfers from the Exchequer

Transfer from Exchequer is be recognized in the books of accounts when cash is received.
Cash is considered as received when payment instruction is issued to the bank and notified
to the receiving entity.

o External Assistance
Extemal assistance is received through grants and loans from multilateral and bilateral
development partners.
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strengthening Fertiliser Quatity And Regulatory standards In Kenya Project
Reports And Financial statements For The Financial Year Ended June 30, 2018

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Donations ond granls
Grants and donations shall be recognized in the books of accounts when cash is received.
Cash is considered as received when a payment advice is received by the recipient entity
or by the beneficiary. In case of grant/donation in kind, such grants are recorded upon
receipt of the grant item and upon determination of the value. The date of the transaction
is the value date indicated on the payment advice.

Proceeds fro m borrowi ng
Borrowing includes Treasury bill, treasury bonds, corporate bonds, sovereign bonds and
external loans acquired by the Project or any other debt the Project may take on will be
treated on cash basis and recognized as a receipt during the year they were received.

Undraw n external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate
to funding for the Project currently under development where conditions have been
satisfied or their ongoing satisfaction is highly likely and the project is anticipated to
continue to completion. An analysis of the Project's undrawn external assistance is shown
in the funding summary

o Other receipts
These include Appropriation-in-Aid and relates to receipts such as proceeds from
disposal of assets and sale of tender documents. These are recognised in the financial
statements the time associated cash is received.

b) Recognition of payments

The Project recognises all payments when the event occurs and the related cash has

actually been paid out by the Project.

o Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in
the period when the compensation is paid.

o Use of goods and services
Goods and services are recognized as payments in the period when the goods/services
are consumed and paid for. If not paid for during the period where goods/services are

consumed, they shall be disclosed as pending bills.

o Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which
they incurred and paid for.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

o Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period
in which the repayment is made. The stock of debt is disclosed as an annexure to the
consolidated fi nancial statements.
o Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized.
The cost of acquisition and proceeds from disposal of these items are treated as
payments and receipts items respectively. Where an asset is acquired in a non-exchange
transaction for nil or nominal consideration and the fair value of the asset can be reliably
established, a contra transaction is recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a summary provided for
purposes of consolidation. This summary is disclosed as an annexure to the consolidated
financial statements.

c) In-kind donations

In-kind contributions are donations that are made to the Project in the form of actual
goods and/or services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value received for in-
kind contributions can be reliably determined, the Project includes such value in the
statement of receipts and payments both as receipts and as payments in equal and
opposite amounts; otherwise, the contribution is not recorded.

d) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months oi less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the financial year. For the
purposes of these financial statements, cash and cash equivalents also include short
term cash imprests and advances to authorised public officers and/or institutions which
were not surrendered or accounted for at the end ofthe financial year.

Restriction on cash
Restricted cash represents amounts that are limited/restricted from being used to settle a
Iiability for at least twelve months after the reporting period. This caih is limited for
direct use as required by stipulation. Amounts maintained in deposit bank accounts are
restricted for use in refunding third part deposits

8
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

e) Accounts receivable
For the purposes of these financial statements, imprests and advances to authorised
public officers and/or institutions which were not surrendered or accounted for at the
end of the financial year is treated as receivables. This is in recognition of the
government practice where the imprest payments are recognized as payments when
fully accounted for by the imprest or AIE holders. This is an enhance..rt to the cash
accounting policy. Other accounts receivables are disclosed in the financial statements.

f) Pending bilts

Pending bills consist of unpaid liabilities at the end of the financial year arising from
contracted goods or services during the year or in past years. As pending bills do not
involve the payment of cash in the reporting period, they recorded as'memorandum'or
'off-balance' items to provide a sense of the overall net cash position of the Project at
the end of the year. When the pending bills are finally settled, such payments are
included in the statement of receipts and payments in the year in which ihe payments
are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis), the same
accounts classification basis (except for accounts receivable - outstanding imprest and
clearance accounts and accounts payable - deposits, which are accounted for on an
accrual basis), and for the same period as the financial statements. The Project's budget
was approved as required by Law and National Treasury Regulations, as well as by the
participating development paftners, as detailed in the Government of Kenya Budget
Printed Estimates for the year. The Development Projects are budgeted for under the
MDAs but receive budgeted funds as transfers and account for them separately. These
transfers are recognised as inter-entity transfers and are eliminated upon consolidation.

A high-level assessment of the Project's actual performance against the comparable
budget for the financial yearlperiod under review has been included in an annex to
these financial statements.

h) Third party payments

Included in the receipts and payments, are payments made on its behalf by to third
parties in form of loans and grants. These payments do not constitute cash receipts
and payments and are disclosed in the payment to third parties column in the
statement of receipts and payments.

During the year Kshs Nil billion being loan disbursements were received in form of
direct payments from third parties.

9
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

D Exchange rate differences

The accounting records are maintained in the functional currency of the primary
economic environment in which the Project operates, Kenya Shillings. Transaciions in
foreign currencies during the yearlperiod are converted into the functional currency
using the exchange rates prevailing at the dates of the transactions. Any foreign
exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the statements of receipts and
payments.

j) Comparative ligures

Where necessary comparative figures for the previous financial yearlperiod have been
amended or reconfigured to conform to the required changes in financial statement
presentation.

k) Subsequent events

There have been no events subsequent to the financial yearlperiod end with a
significant impact on the financial statements for the year ended JunL 30, 2018.

l) Errors

Material prior period elrors shall be corrected retrospectively in the first set of financial
statements authorized for issue after their discovery by: i. Restating the comparative
amounts for prior period(s) presented in which the error occurred; or ii. If tile error
occurred before the earliest prior period presented, restating the opening balances of
assets, liabilities and net assets/equity for the earliest prior period presented.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.3. PROCEEDS FROM DOMESTIC AND FOREIGN GRANTS

During the 12 months to 30 June 2018 we received grants from donors as detailed in the table below:

* The direct payment grants represent payments for goods and services done directly by the donor on behalf
of the project. Projects should ensure that the adequate documents and support document is requested from
the donors to support this grant.

Grants Received from
Bilateral I)onors (Foreign
Governments)

AGRA
s/0 I I 8 126,178 r 3,084.658

0 0

13.084.658 0

Total 126,178 13,084,659 0 0 13,084,658 0
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.4. COMPENSATION OF EMPLOYEES

KShs KShs KShs KShs KShs
Personal allowances paid
as part ofsalary 1,259,225 7,259,225 1,227,400 5,325,000

Total 12s9225 J259225 1221-400 5,325,000
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.5. PURCHASE OF GOODS AND SERVICES

KShs KShs KShs KShs KShs
Domestic travel and

subsistence 2,695,350 2,69s.3s0 6,710,920 13,025,799
Foreign travel and
subsistence 2,083,742 2,083,742 2,083,742
Hospitality supplies
and services 225,390 225,390 868,520 1,093,900
Specialized materials
and services 1,079,000 1.079.000 1.079,000

Training services 67,324 67,324 527,324

Vehicle Maintenance 186,250 186,250 186,2s0

Communication 150,000

Stationery ,computers l,755,150

Other payments 269,970 269,970

Printing and advertising
paments 68,750 68,750
Total 6.337.046 6.337.046 7.917.840 20.239.885
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.6 Acquisition of non-financial Assets.

[Provide short appropriate explanations as necessaryJ

8.7 OUTSTAIIDING IMPRESTS AND ADVANCES

8.8 FUND BALANCE BROUGHT FORWARD

ICT Equipments 1,395,000
Vehicle 4,089,400
Total 5.47:!,400

Total

Bank accounts 7,315,322 1,826,935
Cash in hand

Cash uivalents short-term
Outstand and advances
Total 15,3227 1,826,935
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.9 PRIOR YEAR ADJUSTMENT

CASH AND CASH UIVALENTS CARRIED FORWAR

The project has one number of project accounts spread within the project implementation area and
one number of foreign currency designated accounts managed by the NationalTreasury

Note 8.13A Bank Accounts

Project Bank Accounts

I

Bank accounts 136,744
Cash in hand

Cash equivalents (shortterm deposits)
Receivables - Outstanding Imprests

Total 135J4

Bank accounts (Note 8.813,A) 7,315,321.75 1,926,935

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

Total 7.31s.322 1.826.93s

Local Currencv Accounts
Central Bank of Kenya [A/c No[A/c No100022083711 7,315,322 1,826,935

Total local currency balances

Total bank account balances 1J5]22 r*82i"935
l5
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Special Deposit Accounts
The balances in the Project's Special Deposit Account(s) as at 3Oth June 2018 are not included in the
Statement of Financial Assets since they are below the line items and are yet to be drawn into the
Exchequer Account as a voted provision.

Below is the Special Deposit Account (SDA) movement schedule which shows the flow of funds that
were voted in the year. These funds have been reported as loans/grants received in the year under the
Statement of Receipts and Payments.

Note 8.13 B. Cash In Hand

count certificate for each location above]

A/C Name A/c No......
I balance

Totalamount in the account
Total amount withdrawn Statement of Rece &.as

balance SDA bank account reconciliation attach

A"/c Name No.....
balance the SDA reconcili ation)as

Total amount in the account
Total amount withdrawn Statement of &as

Closi balance SDA bank account reconciliation attached

Location I

Location 2

Location 3

Other locations

Total cash balances

[Provide a cash

t6
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8.13C. Cash equivalents (short-term deposits)

t

Kenya Commercial Bank [A/C No...... l
Bank of Kenya [A/C NoCo

Others

Total

17
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9, OTHER IMPORTANT DISCLOSURES

9.1 PENDING ACCOUNTS PAYABLE (See Annex 2A)

9.2 PENDING STAFF PAYABLES (See Annex 28)

9.3 OTHER PENDING PAYABLES (See Annex 2C)

Construction of buildings
Construction of civil works
S of

of services

Permanent employees - management
Permanent - others

Others

Amounts due to National Government entities
Amounts due to Government entities
Amounts due to third
Others

t8
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IO. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shown below with the associated time frame within which we expect
the issues to be resolved.

Guidance Notes:

(i) Use the same reference numbers as contained in the external audit report;

(ii) Obtain the "lssue/Observation" and "management comments", required above, from
final external audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal point
persons within your entity responsible for implementation of each issue;

(iv) Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this
report to National Treasury.

@r-q.S'
Principal Secretary rrolffitlinator

rl irrlrerts'

------t

No issues-The project
had an unqualified
audit opinion for FY
201612017.

Date

l9
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