


\

I
T

I
T

I
I
t
t
I
I

I
I
I
T

I
I

I
r



REPUBLIC OF KENYA

t 2 NCI/ 2r,t5 
)

KENYA NATIONAL AUDIT O E

\\

REPOR

OF

THE AUDITOR GENERAL

ON

THE FINANCIAL STATEMENTS
OF THE OFFICE OF

CONTROLLER OF BUDGET

FOR THE YEAR ENDED
30 JUNE 2014

K



\
\

OFFICE OF THE CONTROLLER OF BUDGET
UNANCIAL STATEMENTS

FOR TIIE YEAR EI\DED
JUNE 30TH,2014

hepared in accordance with the Cash Basis of Accounting Method
under the Intemational Public Sector Accounting Standards (IPSAS)



Table of contents

I KEY ENTTTY INFORMATION AND MANACEMENT

II FORWARD BY THE CONTROLLER OF BUDGET

III STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

IV REPORT OF THE AUDITOR.GENERAL ON THE FINANCIAL
STATEMENT OF THE OFFICE OF THE CONTROLLER OF BUDGET FOR

THE YEAR ENDED ]O JUNE 2OI4

ll

I6

t8

2t

22

21

25

76

32

V STATEMENT OF RECEIPTS AND PAYMENTS

VI. STATEMENT OF ASSETS AND LIABILITIES

VII STATEMENT OF CASHFLOW

VIII SUMMARY STA'TEMENT OF APPROPRIATION RECURRENT AND
DEVELOPMENT COMBINED

IX SUMMARY STATEMENT OF APPROPRIATION. RECURRENT

X SUMMARY STATEMENT OF PROVISIONINGS

XI, SIGNIFICANT ACCOUNTING POLICIES

XII NOTES TO THE FINANCIAL STATEMENTS

ANNEX I _ PROCRESS ON FOLLOW UP OF THE AUDITOR'S RECOMMENDATIONS

ANNEX 2 . SUMMARY OF FIXED ASSET RECISTER

20

24

28

l4



\.

()1.11(-u ()F TllIt (1)Nt',R()t_t.t:R 0I. IJI rtxir;T

I. KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information
The oflice of the controtler of Budget (ocoB) is a crearion of the constitution ar
promulgated on 27th August,2010. ocoB is an incrependent office and it became
operational up,.n the appointment of the Controller of Budget on 27th August, 201 I .

As an independent office, COB has the following mandate: -

Oversee the implemenlation of the budgets of the national and countr)
govemments;(Arricle 228 (4)).

Authorize withdrawals from public funds including the Equalization Fund (Article
204 (g)'the consolidated Fund (Articre 206 (4)),and County Revenue Funds (Arricre
207 (3)), when satisfied rhat rhe withdrawal is authorized by law(Anicle 228 (5))l
Report, every four month, ro each House .f parriament on the imprementarion of the
budgets of the national and counry governmenrs(Article 22g (6));
Report' after the end of each financial year, to rhe presi<tent and parliament(Article
254 ( I ))r

Report' on a particular issue. as may be required by president, the National Assembly
or the Senate(Article 254 (2);

Advise Parliament on the need to renew or nol to approve the decision of the Cabinet
secretary in charge of linance to stop the transfer of funds to a state organ or any other
public entity(Article 225 (2):

Conduct investigations based on its own initiative or on a complaint made by a member
of the public(Anicle 254 (3)):

conduct altemative dispute resolution mechanisms including conciliation, mediation
and negotiation ro resolve budget implemenrarion dispures(Arricle 252 (( l)(b); and
Ensure the public has access to informarion on budget imprementation both at
national and counry governmenr levels (Article 35) Section 39(g) of the public
Finance Management Act, 2012

Vision
"To be the leading and independent oversight insritution in public tinancial management"

Mission
To guarantee prudent public financial management through overseeing implementation
of the g.vemment budgets by controling and monitoring the use of pubric funds and
reporting on budget implementation for the benefit of all Kenyans.
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Core Values
In carrying out its mandate, the of6ce ofthe Controller ofBudget will uphold the following

core values: Honesty an<t lntegrity, hofessionalism, Accountability and Transparency'

Innovation and Creativity, Teamwork, Efficiency and, Independence'

Key Strategic Objectives
Strategic Objective l:
To ensure timely approval of with&awals from the Consolidated Fund' County Revenue

Fund and Equalization Fund.

Strategic Objective 2:

To oversee and regularly monitor the utilization of public funds released to govemment

entities.

Strategic Objective 3:

To enhance openness, accountability and public participation in prudent public financial

management.

Strategic Objective 4:

To provide advice on financial' planning and budgeting issues'

Strategic Objective 5:

To build capacity of the office to deliver on its mandate.

Strategic Objective 6:

To ensure the puhlic has access to comprehensive, understandable, credible and timely

inlbrmation

(b)Principat Activities.
The core mandate ofthe Office of the Controller of Budget is to oversee the implementation

of budgets of both national and county govemments, approve withdrawals from public

funds and repon to Parliament on budget implementation every four months'

(i) The roles and functions
. Oversight Role
. Controlling Role
. Reporting Role

. Advisory Role

. Investigation Role

. Arbitration/MeditationRole

. Public Participation
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(ii) Key Strategic Priorities
During the year the office of the Controller of Budget undertnok the implementatior
of the following key strategic priorities:

' Monitoring of budget imprementati.n for both national and county govemments'
projects and programrnes .

' Capacity building of both oCoB staff and counry staff on ski s to improve
budget execution.

. Timely Prcrcessing of exchequer requests fur both national and county
govemments.

' Preparing quarterly budget implementation reports and speciar reports to both
houses of Parliament for the national and county governments.

. Reviewing budgets of county governments to ensure compliance with the law.
' hoviding budget impremenration information to the public through media and

public forums..

' capacity building of the pubric through sensitization to effectively panicipate in
the budgeting process and hord public officiars to accounl through sociar
accountability audit frameworks.

. Preparing procedure manuals to guide county governments in preparation of
exchequer withdrawal requests.

' Performing research on budget implementation key issues raised in the euanerly
Budget Implementation report to advise both parriament and Executive
accordingly.

. Participating in the budget preparation pnrcess as envisaged in the law.

(c) Key Managemenl
The entity's day-ro-day management is composed of;
S/NO. NAME
I Mrs. Agnes Odhiambo

2 Mr.Stephen Masha

3 Mr.Macklin Ogolla
4 Mr.Joshua Musyimi
5 Mr.Joseph Tulula
6 Mr.Patrick Kamore

7 Mr.Mark Kipkcrch
8 Mr.Stephen Wangaji

9 Ms.lrene Arimi
l0 Ms.Judith Muli

DESIGNATION
. Controller of Budget
. Deputy Controller of Budger
. Director Corporate Services
. Director Research and Planning
. Chief Internal Auditor
. Chief Fiscal Analyst-National Government
. Chief Fiscal Analyst-County Government
. Chief Manager Public Relarions & Communication
. Chief Manager Human Resource & Administration

chief Manager Information Communication and
Tech nology
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I I Ms.Pamela Okatch ' Manager Finance & Accounts

l2 Mr.Anthony Lusuli 'Manager, Supply Chain Management

13 Mr.George Tuti ' [-egal Officer

(d)Fiduciary Management.
The key management personnel who held office during the financial year ended 30th June

2014 and who had direct fiduciary responsibility were:

SNO. NAME DFSIGNATION

t Mrs. Agnes Odhiambo ' Controller of Budget

2 Mr.Stephen Masha ' Deputy Controller of Budget

3 Mr.MackIin Ogolla ' Director Corporate Services

4 Mr.Joshua Musyimi ' Director Research and Planning

5 Mr.Joseph Tulula ' Chief Intemal Auditor

6 Ms.Pamela Okatch ' Manager Finance & Accounts

7 Mr.Anthony Lusuli ' Manager' Supply Chain Management

8 Mr.George Tuti ' trgal Officer

(e) Fiduciary Oversight Arrangements
(i)Audit Committee Activities

Section 73(5) of the Public Finance Management Act. 2012 provides that every national

governmenr public entity shall establish an audil committee whose compxrsition and

functions shall be as prescribed by the regulations. The OCOB has estahlished an Audit

Committee which has the authority to ensure that the OCOB adopts. maintains and applies

appropriate accounting and linancial reporting processes and procedures; facilitate the

independence of the internal and external audit process and addressing issues arising from

the audit process; and ensure that the oCoB maintains effective risk management and

internal control systems.

The Committee monilors the effecriveness of the internal control systems and regularly

receives reports liom the internal and external auditors. The Audit Committee has direct

access lo the External Auditors' and OCOB internal audit function'

The Committee's membership comprises of 3 members namely:

S/NO. NAME ROLE

I Mr.Joshua MusYimi 'Chairman
2 Ms.Judith Muli . Member

3 Ms.Pamela Okatch 'Member
4 Mr.Joseph Tulula ' Secretary
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Our key achievements during the year included the following:-
' Developed an Audit Commirtee Charter t. guide the operations of the Audir

Committee

' Developed an Intemal Audit Charter to guide the overal operations of the Intemar
Audit Department

' Developed the Internal Audit Manuar to guide the day to day operalions of rhe
Internal Audit functions.

. Reviewed the Inrernal Audit's repons on various OCOB's functions.

(ii)Parliamentary Committee Activities
Article 228 (6) <lf the Constitution requires the c.ntroller of Budget to suhmit to each
h.use of parliarnent a repon on budget implcmentation of the nationar and county
governments every four months. ln line with this requirement, ocoB has continually
engaged Parliamentary Committees to increase awareness on budget implementation and
debate on issues under consideration by parliament. This has benelited the overall budget
implementation process by informing the review of pr.posed raws, faciritating m.re
informed policy-making and ensuring grealer govemment accountabirity. The oCoB
engagement with Parliament ranged from making written submissions, giving evidence
and presentations during c.mmittee hearings. consurtati.n on budget imprementation, and
provision of expert advice on lindings and rec.mmendations for action by covernmenr
and Parliament. Specifically, key engagements were with the fo[owing c.mmittees:
. Senate Commiflee on Finance. Commerce and Budget
. Standing Public Accounts Committee of rhe National Assembly

' Standing c.mmittee on Budget and Appropriati.ns of the Nati.nar Assemhry

' Departmental c.mmirtee on Finance, planning and rrade of the National Asscmbly.

The main engagement r.r'ith Parriament was in the submissirx of quanerry budget
implementation review reports per Anicle 22li (6) of the Constirution. other engagements
were on financial management in the public sector as follows:

' 5th July, 2ol3: Presentation () the Senate committee on Finance, commerce ancl
Budget on issues raised on the budgets of counry governments which were being
prepared with disregard to the existing financial prr,"-edures and regulations relating
t0 budgetary processes.
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loth July,20l3: Provided advice to the Senate Comminee on Finance' Commerce

and Budget regarding the County Allocation of revenue Bill'

August, 2013: undertook and investigated on the irregular alterations to the budget

of Turkana County after it was approved by the County Assembly upon request by

the Standing committee on Finance, Commerce and Economic Affairs'

on l5th and l6th November 2013: Participated in a conference on Accountability

Networking by Public Accounts Committee of the National Assembly'

l6th December,20l3: Held a consultative meeting with the chairperson, Speakers

Forum and other stakeholders to discuss the challenges encountered in the revision

of rhe 201 3/ l4 County budgets.

4th February, 2014: Submission on taxes. levies and fees imposed by County

governments, establishment of the Nairobi County Fund and approval of loans to

County governments to the Senate commitlee on Finance, Commerce and Budget'

7th April,2014: Presentation on the county Budget Implementation Review Report

for the Half Yeir of FY 2013/14 to the Senate committee on Finance, Commerce

and Budget.

l4th April, 2014: Analysed and adviced the senate committee on Finance.

Commerce and Budget on the proportion of the allocation of budgets between the

two Recurrent and Development Expenditure for the FY 20l4ll5'

Parliament and the OCOB have complemented each other in their oversight roles. This

has enhanced accountability among public entities.

(iii) Development Partner Oversight Activities

The office of the controller of Budget has collaborated with development partners, in

parricular GlZ. cermany, DANIDA, USAID and World Bank to build capacity for its

staff, county go\ernment staff and the staff of county assemblies to facilitate proper and

efhcient delivery of its mandate and improve budget implementation'

(iv) Other Oversight Activities

The Controller of Budget in running the office is assisted by various committees with

specific terms and reflrence in carrying out the activities and includesl Executive

Management Committee. ICT Steering Conrmittee. Tender Committee, Inspection and

Acceptance Commitee,Human Resource Management Advisory /Training committee

and Budget Implementation Commitlee. Some of the key functions undertaken by the

committees ate as follow:
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I Executive Management Committee
This committee makes recommendations and policies on major decisions that have
impact on the office operations. The committee is composed of the contro[er of
Budget, Deputy Controller of Budget, Directors and Heads of Depanments. The role
and functions of the Executive Management Committee include:

' Planning - establishing and reviewing strategic and operational plans for office
of the Controller of Budget (OCOB ).

' Policy and decision making - estabrishing poricies/procedures rhat guide the
operations of OCOB and record decisions and actions on matters concerning
OCOB.

' Management - ensuring that aI stafr properry perform their tasks according to
their job description and further ensuring rhar the OCOB mandate is properly
administered.

. hgal - ensuring rhar ar all times. OCOB complies with the laws of Kenya in
discharge of its mandate.

' Financial - ensuring that all finances are properly managed; that financial records
are audited annually and that the principles of public finance management
articulated under Article 201 of the Constitution are adhered to.

' Evaluation - monitoring alt activities of ocoB and ensuring that the feedback
contributes to the continuous improvement in governance and service delivery.

. In execution of its functions, the Management Committee has the power to
appoint sub-committees t<l assist it in discharging irs mandate.

In discharging their duties, Members of the Executive Management Committee are:
. Guided by the provisions of Chapter Six of the Constitutionl
. Adhere to the rule of law;

' Make decisions impartially. without f'ear .r favour in accordance wirh Article
249 of the Consritution.

2. Tender committee
This committee is constituted in accordance with the public pr<,.*urement and Disposal
Act,2005 and the Public Procuremenr and Disposal Regulations, 20o6.The main funcrion
is to adjudicate on tender and pr<rcurement ransactions to facilitate the office and advise
COB on pr(rcurement related issues.



()FI'( E I )l- Tlll: (I)N'tR()l-l-hR Ol' llr 'lxiET

3. The Human Resource Management Advisory/Training Committee

(HRMAC)
The Human Resources Management Advisory/Training Committee advises, the Controller

of Budget on the HR issues and staff development. It is composed of Directors and all

Heads of Departments. Some of its functions include:

. To consider officers training requests and recommend to the Controller of Budget

those to be trained for the approved training programmes'

. lnvestigates and make recommendations to the Controller of Budget on staff

disciplinary matters;

. Discuss and make recommendations on existing HR regulations and policies to the

Contloller of Budget;
. Discuss and make recommendations to Controller of Budget on general staff welfare

and motivation issues among others

4. Budget Implementation Committee
This is a sub-committee of the Executive management committee set up to ensure the

resources are utilised as per the OCOB budgetary allocation and work plan. It also

monitors the implementation of the depanmental budgets to ensure efficient and effective

utilisation of the resources by the office while delivering its mandate'

5. ICT Steering Committee
The committee provides advice to the Controller of Budget with regard to stlategic

decision in Information and Communication Technology (lCT) with particular atlention

to risk management, compliance and change management. It is composed of a minimum

of six (6) members, who collectively represent the major depanments of ocoB in the

four directorates: Budget implementation. Corporate Services; lrgal. and Research &

Planning.

The Committee ensures that OCOB's ICT strategic objectives and their implementation

remain aligned with the mandate and strategic objectives of the organization. The key

roles of the ICT Steering Committee are to:

. Develop ICT strategies and plans that ensure the cost effective application and

management of ICT systems and resources throughout OCOB.

. Monitor and evaluate lcT projects and achievements against ICT Strategic Plan.

. provide advice and recommend to COB and management team on significant ICT

lssues.

8

Create ad hoc committees to address strategic ICT issues as required.
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6. Inspection and Acceptance Committee
This committee is constituted in accordance with the public procurement and Disposal
Act' 2005 and the Public Procuremenr and Disposar Regurations, 2006.The commirree's
major function is to facilitate the ocoB by ensuring goods and services supplied are as
per specifications and there is value for money.

7. Legal Activities
In the FY 2013/2014, the folrowing lirms were prequarified for the provision of regal
servlces:

NO BIDDERNAME POSTAL
ADDRFSS

4958-00200 NAIROBI
NAIROBI
NAIROBI
NAIROBI
NAIROBI
NAIROBI
NAIROBI

TOVYN

I ACHACHANDCO.ADVOCATES
2 B.M. MUSAU AND ADVOCATES
3 MBOYA,W\NGONG'U AND WAIYAKI
4 MILLER AND CO.ADVOCATE
5 RACHIERADAMOLLOADVOCATES
6 V.A. NYAMONDI AND CO.ADVOCATES
7 WAWERUGATONYE&COADVOCATES

7404 l -00200

45707-00100

55645-00200

51431-002(n

55207-002m

In the FY 201312014, OCOB was engaged in the follou,ing litigarion matrers:

' Petition No. 281/13 LSK -vs- Parliamentary Service conrmission & 5 others and
Petition 2[t2l13 Cosmus Ngeno & 2 orhers -vs- The Anorney General & 4 others
h*,th of which were on the issue of the Members of parliament remuneration.

' Petition No. 251114 Nduta Kweheria & 2 orhers -vs- The Arr.rney General & 2

Others which challenged the consrirurionality of the CDF Act,20l3.
' Petition 2254113 Pius Atok Eworon -vs-- Josephat Nanok & 3 others which

challenged the budget process in Turkana County lirr Fy 2013/14.
. Machakos H.C.C Misc Applic. No. 246113 Roselyn Mwikali & Anor _vs-_

The Controller of Budget & 6 others which was chalrenging the approvar of the
Appropriations Bill,2013 by Makueni Counry Assembly.

ocoB did not engage rhe services of any of the pre-qualified firms as the oflice was
represented by the Attomey General as per the provisions of Article 156(4) (b) of the
Constitution of Kenya. 2010.



(i) Enttty Headquart€rs

P.O. Box 35616-00100

Bima House l2th Floor

Harambee Avenue

Nairobi, KEI.IYA

() Entity Contacts

Telephone : (254) 020-221 106,8

E-mail: cob@cob.go.ke

Website: www.cob.go.ke

(k) Entity Bankers

Central Bank of Kenya

Haile Selassie Avenue

P.O. Box 60000

City Square 0O200

Nairobi, Kenya

(l) IndependentAuditors
Auditor General

Kenya National Audit Office

Anniversary Towers, University Way

P.O. Box 30084

GOP 00100

Nairobi, Kenya

(m) Princtpal Legal Adviser

The Attomey General

State Law Office

Harambee Avenue

P.O. Box t10l 12

City Square 00200

Nairobi, Kenya
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II. FORWARD BY THE CONTROLLER OF BUDGET

This reporr covers rhe FY 2or3fi4. During this period, rhe ocoB was a[ocated
Ksh.402.6million which was revised r. Ksh.37l.5million in the supplemenlary Esrimates
to carter for the main programme of contror and management of public finances in four
sub-programmes, narnely Budget Review and Analysis; County Servicesi Research and
Planning and Administrarive Support Services.
The actual expenditure of Ksh.306.7million was based on economic classification
and included: Compensation of emproyees (Kshs.l59.gm). use of goods and services
(Kshs.l22.9m) and acquisiti.n of n.n -financial assets (Kshs.24.0m). To rearise this
objective. the office relied on irs strategic plan to guide activities, policy formulation and
work plans and made the following progress and achievements:

l. Approval of withdrawals from public funds
Exchequer requests from MDAs ancl counly Governments are approved in time to ensure
smooth delivery of services to the public.

2. Exchequer Issues to National and County Government
Total exchequer issues of Kshs.l .28 trillion or 9-5 per cent ofrhe total revised net estimates
was released. This is an increase of Kshs.l34.7 billion from Kshs.l.l4 trillion issued in
FY 2ol2l13. Kshs.862.4 billion was issued lbr the recurrent activities representing 97 per
cent of the revised net re(:urrent estimates. Exchequer issues ftrr development activities
were Kshs, 223.7 billion while Kshs 193.4 billion u,ere issuecl to counry Governments
representing 8 I per cent and 100 per cent of the respecrive revised net estimares.

3. Exchequer Releases for Consolidated Fund Services
The office released Kshs. 2-58.7 billion to cater for Consolidated Fund Services. which
was allocated Kshs. 265.;l billion during the year 2013/2014 afler revision in the fourth
quaner ofthe year. The acrual expenditure on CFS was Kshs.3 lO.u billion. The office has
recommended that the National rreasury should urgently reconcile rhe accounts to ensure
transparency in the utilization of public funds.

4. Monitoring and reporting on budget implementation
The oCoB monitored and prepared four slatutory reports to parliamenr on the
implementation of the budgets of the national and county government in compliance with
Anicle 228(6).fthe Constitution of Kenya,2010. These reports highlighted the following
key challenges among othersi

National Government
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. Delays in submission of Expenditure Reports by MDAs

. Timing of the Supplementary Budgets

. Low level of Development Expenditure

. Adoption of IFMIS by National Government Entities

. Reconciliation of Consolidated Fund Services

County Government
. lntermittent use of IFMIS
. Underperformance in Local Revenue Collection

. Low Absorption of Development Funds

. Operationalization and financial independence ofthe County Government'

. Lack of Audit Functions and Committees

. Frequent Budget Revisions

. Inadequate Budget Monitoring, Evaluation and Reporting Framework

. Failure to deposit Local Revenue into the County Exchequer Accounts

. Delay in submission of Expenditure Reports

. Inadequate staffing and staff capacity.

. High Expenditure on domestic and foreign travel

The office provitled the following recommendations that will improve budget

implementalion.

National Government
. All MDAs should submit their financial returns by l0th of the subsequent month to

the end of each quarter.

. The supplementary budget should be passecl bin good time during the financial year

to allow appropriate planning and budget implementation.

. The need to enhance efforts to achieve a higher absorption rate of development

expenditure.
. The adoption of IFMIS by all MDAs to improve accuracy in preparation of

govemment financial statements

. The reconciliation of the Consnlidated Fund Services

County Government
. The adoption of IFMIS by all Counties for transparency and standardised reporting

. Counties must set realistic local revenue talgets and institute appropriate measures to

ensure efficient and effective local revenue collection
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' The National Govemmenr shourd disburse funds to the counties on a timery basis.

' The accounting officers are designated for all county Government entiries to
enhance budget execution.

' The counties should establish effective intemal audir departments and Audit
committee.

' The counties should institute adequate plans to ensure that instances of budget
revisions are minimised. where e necessary such revisions should be informed by
appropriate recorciliations of withdrawuls and expenditures and should be
undertaken in good time to allow time for budget execution.

' All counties to develop M&E framew.rks ro ensure effective implementation o
development projects.

' The counties to ensure that all hLal revenue collected are deposited in the Counry
Revenue Fund.

' All county Govemment should submit their Iinancial returns on a timely basis in
order to ensure timely preparation of the budget implemenlation review repon.

' The counties govemment should initiare resource mapping of the available human
resource and build capacity of the existing staff in order to enhance

perlbrmance whereetherisinadequatecapacity,countiesshouldliaisewi&theMinistryof

Devolution and Planning ftrr possible staff secondment.

' Foreign travel be minimised and coordinated by the MoFA&rr to faciritate proper
planning and enhance prudent use of public funds.

5. Enhancing Public Access to budget execution information
In line with Secrion 39(8) of rhe pFM Acr,2012 the oftice made eflirrts roensure rhat the
public receives timely and accurate information on budget implementation by regularly
publishing and publicising budget implementation repons in both print and electronic
media. The oflice has set uP an interactive wetrsite toenable the public to access infrrrmation
on budget implementation.

6. Enhancing Capacity for Budget Implementation
. Capacity Building at the Counry level.

The office, in collaboration with key stakeholders has actively been involved in
the development of curriculum for the counly executives and staff to facilirate
capacity building on budget preparation and implementation for county Executives
and members of the County Assembly.

. Improved Inslitutional Capacity ar OCOB
The oCoB has continuousry carried out rraining for its staff to equip them with rhe
necessary skills to enable the office achieve its mandare.
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7. Enhancing prudent public financial management

The office has developed the procedure manuals for regulations and guidelines for

exchequer withdrawal requests to be used by MDAs and county govemments when

processing their exchequer requests. The office has also developed a framework for

monitoring usage ofpublic funds at both the National and County levels'

8. County visits by OCOB
The Office organised county visits in the FY 2013/l4.The visits were aimed at establishing

whether County treasuries maintained exchequer records, whether the County Budget

Coordinators (CBCs) maintained exchequer records, to ascenain the extent of exchequer

record keeping by both the county treasuries and CBCs, whether prrrcedures were in place

for the exchequer requisitions process. Further, the visits were meant to train officers of

the county treasuries and CBCs how on open and maintain exchequer records (kdger and

cashbook ).Moreover the visits were also undertaken in order to monitor and ascertain the

extent of the use of IFMIS, IPPD, G-PAY, and E-revenue and ttl determine challenges in

revenue collection and budget implementation.

During the visits we established among other things that exchequer records (ledger and

cashbooks) were not properly maintained. Some counties were experiencing IFMIS

connectivity problems and that some counties were using revenue at source contriuy to

Sec 109(2) PFM Act, 2012 and Anicle 207 of the Constitution.

There was also inadequate human resource capacity to implement the budget especially

for budget officers, accountants and procurement officers, as well as weak internal controls

evidenced by lack of internal audit arangements such as the intemal audit depa(ments

and committees xs stipulated on Sec 155 ofthe PFM Act' 2012'

Challenges and emerging issues

In undertaking its activities to ensure that management of public finances complies with

rhe consrirurion of Kenya,2010 and the PFM Act, 2012, the office experienced number

of challenges that largely affected the execution of budgets. These included:

l. Legal framework
OCOB is a new institution that requires adequate legal framework to enable it to function

properly. The controller of Budget Bill 201 t is yet to be passed by Parliament and enacted

into law that will facilitate operationalization of the office.
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2. Inadequatecapacity.
There is need 1o build the capacity of rhe office to deliver on its mandate by carrying out
continuous staff training and developing policies and procedure manuals to guide staff in
their respective functions.

3. Financial management systems

The IFMIS has nor been operationalized fully in some MDAs and county Govemmenrs
to facilitate reponing of budget implementation. The lack of comprehensive financial
managernent reponing poses a major challenge to monitoring and reponing on budget
implementation.

The office ofthe C<rntroller of Budget shall continue to enhance irs capacity to effectively
deliver on its mandate.

atn Ark
Mrs.Agnes Odhiambo

CONTROLLER OF BUDGET
DATE

1
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III. STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section 8l (l) of the Public Finance Management Act,2ol2 requires that, at the end

of each financial year, the accounting officer for a National Government Entity shall

prepare financial statements in respect of that entity. Section 8l (3) requires the financial

statements so prepared to be in a form that complies with relevant accounting standards as

prescribed by the Public Sector Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of the Office of the Controller of Budget is responsible

for the preparation and presentation of the entity's 6nancial statements, which give a true

and fair view of the state of affairs of the entity for and as al the end of the financial year

(period) ended on June 30,2014. This responsibility includes: (i) maintaining adequate

financial management iuTangements and ensuring that lhese continue to be effective

throughout the reporting periodl (ii) maintaining proper accounting records, which

disclose with reasonable accuracy aI any time the financial position of the entity; (iii)

designing. implementing and maintaining intemal controls relevant to the preparation and

fair presentation of the financial statements, and ensuring that they are free from malerial

misstatements, whether due to error or fraudl (iv) safeguarding the assets of the entity;

(v) selecting and applying appropriate accounting policies: and (vi) making accounting

estimates that are reasonable in the circumstances.

The Accounting Ofticer in charge of the Office of the Controller of Budget accepts

responsibility fbr the entity's financial statements, which have been prepared on the Cash

Basis Method of Financial Reporting, using appropriate accounting policies in accordance

wirh Inrernational Pubtic Sector Accounting Standards (IPSAS). The Accounting Officer

is of rhe opinion that the entity's financial stalenrents give a true and fair view o[ the

stare of entity's transactions during the hnancial year ended June 30, 2014, and of the

entity's financial position as at that date. The Accounting Officer charge of the Office

of the Controller of Budget further confirms the completeness of the accounting records

maintained for the entity, which have been relied upon in the prepalation of the entity's

financial statements as well as the adequacy ofthe systems of internal financial control.

The Accounting Oflicer in charge of the Office of the Controller of Budget confirms that

the entity has complied fully with applicable Government Regulations and the terms of

external financing covenants (where applicable), and that the entity's funds received during

the year under audit were used for the eligible purposes for which they were intended and

were properly accounted for. Funher the Accounting officer confirms that the entity's

financial starements have been prepiued in a format that complies with relevant accounting

l6
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standards prescribed by the Public Sector Accounting Standards Board of Kenya.
Approval of the financial statements

The entitv
utf.

's financial statements were approved and signed by the Accounting Officer on

Mrs.Agnes Odhiambo

CONTROLLER OF BUDGET

,

.;

7
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V. STATEMENT OF RECEIPTS AND PAYMENTS

Note 2013-2014

Kshs '000'

RECEIPTS
Exchequer releases

Domestic Cunency and Domestic Deposits

Reimbursements and Refunds

TOTAL RECEIPTS

PAYMENTS

Compensation of EmPloYees

Use of goods and services

Social Security Benefits

Acquisition of Assets

TOTAL PAYMENTS

I

2

3

370.m0
) tq1

l3li
372,631

159.470

I19.683

3,591

23.96s

$6,709

2012-2013

Kshs '000'

275.000

5,447

280,447

43,364

94.033

103,288

240,6E4

4

5

6
'l

SURPLUS/DE}'ICIT 65,922 39,762

The accounting policies and explanatory notes to these financial statements form an

tatements- The entity financial statements were approved on

igned by:
inte[ral Dart of the financial s

" 
aoil o." {br,l and s

Mrs.Agnes Odhiambo

CONTROLLER OF BUDGET

Pamela Okatch

MANAGER FINANCE & ACCOUNTS
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VI. STATEMENT OF ASSETS AND LIABILITIES

Note 2013-2014

Kshs'fiX)'
FINANCIAL ASSETS
Cash and Cash Equivalents

Bank Balances

Cash Balances

hepayment

TOTAL FINANCIAL ASSETS

8A

uB

8D

@,872

392

658

65,922

2012-20t3
Kshs'000'

42,612

68

234

42,9t4

REPRESENTED BY
Fund balance b/fwd
Surplus/Deficit for the year

Prior year ad.justments

NET FINANCIAL POSSITION

Mrs.Agnes Odhiambo

CONTROLLER OF BUDGET

65.922

3,15 1

39.762

65,922 42,,914

Pamela Okatch

MANAGER FINANCE &
ACCOUNTS

9

The accounting policies and explanatory notes to these rinanciar statements form an
integral part of the financial statements. The entity financial srarements were approved on

A'' Dr. frUlnd signed by:



( )Ffll t ( )f TllL (1)NfR( )l.l-tlR ()I' ll l 'lXit,l

VII. STATEMENT OF CASHFLOW

Receipts for operating income

Exchequer Releases

Reimbursements and Refunds

Payments for operating exPenses

Compensation of Employees

Use of goods and services

Social Security Benefits

Adjusted for:

Changes in imprest

Changes in advance

Adjustments during the year

Net cash flow from operating activities

CASHFLOW FROM INVESTINC ACTIVITIES

Acquisition of Assets

Net cash flows from lnvesting Activities

Note 2013-2014

Kshs'0ffi'
2012-2013

I(shs '(XX)'

I

3

4

5

6

370,000

138

( 159.470)

( 119.683)

( 3,591)

(23,965)

(23,965)

2.493

2.493

65.2(A

65,264

275,m0

( 43,364)

(94.033)

39,528

3.151

42.680

( 103.288)

( 103,2tt8)

5,447

5,M7

(234)

(6s8)

86.736 137,369

7

CASHFLOW FROM BORROWING AC'TIVITIES

Domestic Currency and Domestic Deposits

Net cash flow from financing activities

NET INCREASE IN CASH AND

CASH EQUIVALENT

Cash and cash equivalent at BEGINNING ofthe year 9

Cash and cash equivalent at END of the year

's.Agnes Odhiamb<r

]NTROLLER OF BUDCET

2

The accounting policies and exptanatory notes to these tinancial statements form an

inregral pan of the financial statements. The entity financial statements were approved on- 
aoD Or. au'd signed by:

Pamela Okatch

MANAGER FINANCE &
ACCOUNTS



VIII. SUMMARY STATEMENT
COMBINED

OF APPROPRIATION: RECURRENT AND DEVELOPMENT

z

Receipt/Expense ItemOriginal Budget Adjustments Final Budget
Kshs'000'

Actual on

Comparable

Difference

d

Budget Vo ot
Utilisation Utilisation

e=c-d f=dlc *,a b

Basis

c=a+b
RECEITTS

Exchequer releases

Reimbursements and Refunds

Totals

PAYMENTS

Compensation of Employees

Use of goods and services

Social Security Benetits

Acquisition of Assets

TOTALS

243.8 l3
142.636

I1.091

-s,012

402,-552

-82.322

33.s48

-7..500

2-5.200

-3 t .074

t6t.49t
I76,r84

3.591

30.2t2

37 r.418

159.470

I19,683

3,591

23.965

306.709

2.069

-56,501

0

6.247

&.769

99Vo

687c

l00Sc

799o

83%

The entity financial statements were approved on
iI

Mrs.Agnes Odhiarnbo

ONTROLLER OF BUDCET

and signed by:

Pamela Okatch

MANAGER FINANCE & ACCOUNTS



IX. SUMMARY STATEMENT OF APPROPRIATION: RECURRENT

ReceipU

Expense ltem

RECEItrTS

Exchequer releases

Reimbursements and Refunds

Totals

PAYMENTS

Compensation of Employees 243.8 l3

Use of goods and services 142.636

Social Security Benefits I l'091

Acquisition of Assets 5,012

TOTALS 402$52

Original Budget Adjustments Final Budget

Kshs'Ofi)'

c=il+ba b

Actual on

Comparable

Basis

d

Budget Utilisation
Difference

2.O21

56.501

0

6.241

u,769

e=c-d f=dlc la

4o of
Utilisation

999o

689a

lAOio

79?c

839o

-82.322

33.-s48

-7.500

2s.200

-3r,074

l6t.49l
176.1 84

3.-s9l

30,2r2

37t478

159,470

l19,683

3,591

23.965

306,709

The entity linancial statements were approved on
* *" at+ and signed by:

Mrs.Agnes Odhiambo
CONTROLLER OF BUDGET

la Okatch
MANAGER FINANCE & ACCOUNTS

-

7,

-
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X. SUMMARY STATEMENT OF PROVISIONINGS

[The provisioning summary statement is required for entittes that ha'e a vore in the
National Butlget.l

Details of General Accounts On Vote

2013-mr4

Kshs'(XX)'

u,769

2012 -2013

Kshs'000'

140.456GAV Provisioning account balance

Total @,769 140,456

mt2-2013

Kshs '(XX)'

l06,l4l

Details of Exchequer Account

2013 - 2014

Kshs '00O'

ExchequerProvisioningaccounttralance 1,478

Total

Mrs.Agnes Odhiambo
CONTROLLER OF BUDGET

t,47E r06,l4r

Pamela Okatch
MANACER FINANCE &
ACCOI.JNTS
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XI. SIGNIFICANTACCOUNTINGPOLICIES

The principle accounting policies adopted in the preparation of these linancial statements

afe sel out below:

l. Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with and comply with

lnternarional Public Sector Accounting Standards (IPSAS) with particular emphasis

on Cash Basis Financial Reporting under the Cash Basis of Accounting. The financial

statements comply with and conform to the form of presentation prescribed by the Public

Sector Accounting Standards Board of Kenya.

The Iinancial statements are presented in Kenya Shillings, which is the functional and

reporting currency of the entity and all values are rounded to the nearest thousand

lKshs'Ofi)). The accounting policies adopted have been consistently applied to all the

years presented.

The financial statements have been prepared on the cash basis following the Covernment's

standard charf of accounts. The cash basis of accounting recognises transactions and

events onlv when cash is reccived or paid by the entity.

2. Recognition of revenue and expenses

The entity recognises all revenues from the various sources when the event occurs and

the related cash has actually been received by the entity. In addition, the entily recognises

all expenses when the event (xcurs and the related cash has actually been paid out by the

entity.

3. In-kind contributions
In-kind contributions are donations that are made to the entity in the form of actual

gtxrds an<Vor services rather than in money or cash terms. These donations may include

vehicles. equipment or personnel services. where the hnancial value received for in-kind

contributions can be reliably determined. the entity includes such value in the statement of

receipts and payments both as revenue and as an expense in equal and opposite amounlsi

otherwise, the contribution is not recorded.

4. Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term dePosits on

call and highty liquid investments with an original maturity of three months or less. which

1re readily convertible to known amounls of cash and are subject to insignificant risk of
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changes in value. Bank account balances include amounts held at the central Bank of
Kenya 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
of the linancial year.

5. Pending bills
Pending bills consisr of unpaid liabilities at rhe end of the tinancial 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
'ofr-balance' items to provide a sense of rhe overall ner cash position of rhe entity at the
end ofthe year. when the pending bills are finally settled. such payments are included in
the statement of receipts and payments in the year in which the payments are made.

6. Budget
The budget is developed on the same accounting basis (oash basis), rhe same accounts
classilicarion basis, and for the same period as the financial statemenls. The entiry's budget
was appr.ved as required by Law and as detailed in the Govemment of Kenya Budget
Printed Estimates. A high-level assessmenr of rhe entity's actual performance against the
comparable budget for the financial year under revicw has been included in an annex to
these tinancial slatements.

7. Comparative figures
where necessary comparative figures for the previous financial year have been amended
or reconflgured to conform to the required changes in presentation.

8. Subsequent events
There have been no events subsequent t. the financial year end with a significant impacr
on the financial staternents for the year ended June 30, 2014.
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XII. NOTES TO THE FINANCIAL STATEMENTS

I EXCHQUERRELEASES
2013-2014 2012-20t3
Kshs'fiX)' Kshs'0fi)'

Total Exchequer Releases for quuter I

Total Exchequer Releases for quarter 2

Total Exchequer Releases for quzrter 3

Total Exchequer Releases for quarter 4

Total

80.000

40.000

70.000

180.000

370,000

-s,000

70,000

200.000

275.000

2 DOMESTIC CURRENCY AND DOMESTIC DEPOSITS

2013 - 2014 2012 - 2013

Kshs '(X)0' Kshs '{XX)'

Retention -Fine Tops Enterprises 1,217 3'933

Retention -Specicom Technologies Ltd 497

Retention -Africa Management Solutitlns Ltd I32

Retention-Pong Agencies and Real Insurance 313

Commissions-payroll 14

Insurance Refund 3l I

AIA-Sale of Tender 9 I '5 14

Total 2,493 5,447

IAnalysis of this under Note 10. The amounr held as retention and deposits disclosed

under Note 8Al

3 REIMBURSEMENTSANDREFUNDS
2013 - 2014 2012 - ml3

Kshs Kshs

Reimbursement from Individuals and Private Organizations 138

Total 138

4 COMPENSATIONOFEMPLOYEES
2013-2014 2012-2013

Kshs'000' Kshs'ffi0'

158.897 43,305Basic salaries ol' permanent employees
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Personal allowances paid as pan of salary

Pension and other social security contributions

Compulsory nationa[ social security schemes

Total

3M

84

145

159,470

5 USEOFGOODSANDSERVICES

20t3 - 2014

Kshs.fiX)'
Utilities, supplies and services g05

Communication, supplies and services I 1.333

Domestic travel and subsistence l5,OZ4

Foreign travel and subsistence 2.197

Printing, advenising and information supplies & services 22,196

Rentals of produced assers 1.354

Training expenses g.li-3

Hospitality supplies and services 10.02-5

Insurance costs 23,150

Specialized marcrials and services 1,472

Office and general supplies and services 10.905

Other operating expenses 4.9g0

Routine maintenance - vehicles and other transport equipment 1,200

Routine maintenance - other assets 2.176

Fuel, oil and lubricants 3.393
Total 119.683

6 SOCIALSECURITYBENEFITS

59

43,X4

2012 - 2013

Kshs'(XX)'

481

2,^704

7,5 88

3.212

t 3,095

5.719

10,260

2l .655

454

t5.438

9,975

547

t,231,

1,6734

94,033

Government pension and retirement benelits
Total

2013 - 2014 2012 - 20t3
Kshs 'fiX)' Kshs .(XX)'

3,591

3"59r
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-_-7 ACQUISITION OF ASSETS

Non-Financial Assets 2013'2014 2012 ' 2013

Kshs '0(X)' Kshs 'fi)0'
Refurbishment of Buildings 12,425 38'284

Purchase of Vehicles and Other Transpo( Equipment - 26,'199

Purchase of Oflice Fumiture and General Equipment l'686 38,159

Purchase of Specialized Plant. Equipment and Machinery 9'854 46

Total 23,965 103'288

tA: Bank Accounts

Name of Bank, Account No. & currency 2Ol3 ' 2011 2012 ' 2013

Kshs 'fiX)' I(shs 'fi)0'

Central Bank ofKenya, Recurrent Account no-0010103088 42.612

Central Bank of Kenya. Recurrent Accounl no. 1000 I 8 l33tt 62.3'79

Central Bank of Kenya, Deposit Account no.1000182369 2.493

Total U,872 42,612

8B: CASH IN HAND
2013-20t4 2012-2013
Kshs'fi)0' Kshs'fiX)'

392 6tt
392 68

8D (i): OUTSTANDING IMPRESTS-2012'2013

Name of Officer or Date lmprest TakenAmount Taken Amount Balance

Surrendered
lkhs'000'

I -r'rcation I

Total

Institution

Oscar Kwokwo

Robina Mogala

Josiah Babu

Guyo Boru

Eliazer Tum

Geoffrey Rieni

Hesbom Wanyama

Total

Kshs'Ofi)'

-50

50

50

50

50

l0

62

Kshs'fi)0'
50

50

50

9

3

l0

62

2v

2/5t2013

215/2013

zt5t20t3

2/5/2013

215t2013

I)

4t

47
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8D (ii): PREPAYMENT 2013/2014
Name of Officer or InstitutionDate paid Amount paid

I(shs 'fi)O'
Dennis Okungu(training levy)

6-5tt

Total

9. BALANCES BROUGHT FORWARI)

Amounts due to National Govemment entities

Amounts due to third parties

Others -lnsurance Refund

Total

Mrs.Agnes Odhiambo
CONI'ROLLER OF BUDGET

Amount
Recovered
Kshs'000'
7s2

Balance

Kshs'fiX)'
94

658

Bank accounts

Cash in hand

Imprcst

Total 3,151

Tlrc bulurce brought.forvurd to the FY 2ol-l/ll vtts itt the ol.l o .ount v.hit-lt,trzts clo,sed
Irence not u.sed in the re porting the .firutncial positiott.

l0: OTHER PENDING PAYABLES (See Nore 2)

2013 - 2014

Kshs'0fi)'

42.6t2

68

234

42,914

2012 - 2013

Kshs '000'

3.151

2013 - 2014
Kshs'(X)0'

23

2. 159

3l I

2,193

2012 - 2013
Kshs '0fi)'

1.5 l4

3.933

5,447

Pame la Okatch
MANAGER FINANCE &
ACCOUNTS
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ANNEX I-PROGRESS ON FOLLOW UP OF THE AUDITOR'S

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 lo resolve

the various issues as shown below with the associated time frame within which we expect

the issues to be resolved.

Timeframe:

(Put s dare when
you expect the
issue to be re-
solved)

Focal Point
person to
resolve the
issue (des-
ignation)

(Resolved /
Not Re-
solved)

Status:Manage-
ment com-
ments

Issue / Observa-
tions from Auditor

Reference
No. on the
cxtemal &udit
Report

Not re-
solved

The figures
in the
financial
statements
were pre-
pared using
the manual
ledger.
cashbook
and the ac-
tual vouch-
ers. The
IFMIS trial
balance did
nOt agree
with the
manual Ied-
ger due to
the system
erTors.

The open-
ing bal-
ances were
reflected in
the finan-
cial state-
ments but
not in the
IFM IS.

IFMIS
Directorate
Director
Corporate
Sen'ices
(DCS) and
Manager
Finance and
Accounts.

l.l The statement
of assets and
liabilities figures
reflected bank
balance (Exche-
quer) of Kshs.4?,
385.402.85 while
IFMIS trial bal-
ances reflected
balance of

Kshs.3.
003.791.0-s
resulting to un-
reconciled differ-
ence of Kshs.39.
81.609.80.



ol:H( 1, (,I, THL ( ON l ROLI_ER Or Bt IxitiT

Referqrce
No. on the
extemal audit
Repon

Issue / Observa-
tions from Auditor

Manage-
ment com-
ments

Focal Poirt
psson to
resolve thc
issue (des-
ignation)

(Resolved /
Not Re-
solved)

Status:

t.2 The statement of
assets and liabili-
ties reflected Tem-
porary imprest of
Kshs.233.758.20
while the IFMIS
Trial Balance
rellected

Kshs.l. 500 result-
ing to un-recon-
ciled variance of

Kshs.232.258.20

The impre st
holders
sunendered
Kshs.294 in
the month
of July
201 3.The
surrendered
were cap-
tured in the
month of
June 2013.
This was

Because the
period was
stillop€n in
the IFMIS
for the
surrenders
of Imprest
hence

Kshs
233.7s8.20
was out-
standing at
the time of
audit.

Director
Coryrorate
Services

Manager
Finance and
Accounts

Resolved

Timcftame

(Put a date when
you expect the
issue to be re-
solved)



OFRCE OF THE CONTROLLER OF BUDGET

ANNEX 2 - STJMMARY OF FTXED ASSET R"EGISTER

26,799Motor Vehicles

t7,ffi1,686Office equipnrnt, fumiture and fittings

2t,7529,854ICT Equipment, Software and Other ICT

Assets
66,01r1f5,{0Total
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