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fhe Natiorral Treasury
(inancial Statement for African Union and Other Intemational Organization Subscription Fund

{or the Five Months period ending 30th June 2017

li. The National Treasury Information Management
Backgrou nd Information

l'he National Treasury was established via the Executive Order No. 2 of May 2013. The basis for
eitablishnrent of the 

-Nlational 
Treasury is found in Article 225 (i) of the Constitution of Kenya

wfrich states that an Act of Parliament shall provide for the establishment, functions and
rebponsibilities of the National Treasury, This has been actualized in Section l1 and l2 of the
Pgblic Finance Management (PFM) Act2012.

Ad Cabinet level, the National Treasury is represented by the Cabinet Secretary for National
Trbasury and Planning, who is responsible foi the generai policy and strategic direction of the
Milnistry.

vi$ion

Aniinstitution of excellence in economic and public financial management.

Mi{sion

To promote economic transformation for shared gromh through formulation, implementation and
mor|itoring of prudent economic and financial policies at national and county levels of
govbrnment.

C

The National Treasury is committed to providing quality services to all and is guided by the
lollotying core values: Customer Focus, Results Oriented, Stakeholder Participation,
Prof{ssionalism" Accountability, Integrity and Transparency, Teamwork and Staff as key asset,
equiiV, Fairness and Inclusion,

Man[ate of the National Treasury

The $lational Treasury derives its mandate from Article 225 of the Constitution, Public Finance
Manalgement Act 2Ol2 and the Executive Orders No.2/2013 and No.l/2017. The National
Treasirry will be executing its mandate in consistency with any other legislation as may be
develQped or reviewed by Parliament from time to time.

The c functions of the National Treasury as derived from the above legal provisions include:

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

esvorp

a

a Manage the level and composition of national public debt, national guarantees and other
financial obligations of national government;

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

a
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opment in conjunction with other national government entities;
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. Mobilize domestic and external resources for financing national and county government

budgetary requ irements;

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

county governments to ensure transparerrt financial management and standard financial

reporting;

o In consultation with the Accounting Standards Board, ensure that uniform accounting

standards are applied by the national government and its entities;

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

funds;

o prepare the Annual Division of Revenue Bill and the County Allocation of Revenue Bill;

o Strengthen financial and fiscal relations between the national government and county

governments and encourage support for county governments

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

transparent fi nancial management; and

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

resources to MDAs and other Government agencies/entities.

Role of the National Treasury in the Devolved System of Government

The National Treasury is mandated by law to:-

o Strengthen financial and fiscal relations between the National Government and County

Governments and encourage support for county governments in perform ing their

functions.

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

financial management.

o prepare the annual Division of Revenue Bill and the County Allocation of Revenue Bill.

o Provide logistical support to intergovernmental institutions overseeing intergovernmental

fiscal relations.

. Coordinate the development and implementation of financial recovery plans for county

governments that are in financial distress.

o Coordinate capacity building of County Governments on public finance management

matters.

ii I trage
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ey Management

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

Ofnce of the Principal Secretary

TIiis office is responsible for the administration of the National Treasury operations. In addition,
thp Principal Secretary is charged with the responsibility of providing advice to the Cabinet
Sebretary in order to enhance efficiency and collective responsibility. Tte Principal Secretary is
th( AccoLrnting Officer for Vote l07l - NT.

Orlganizational structure of the National Treasury

ThE National Treasury is organized into four (4) technical Directorates headed by Directors
Gerheral and one (l) Administrative and Support Services Directorate headed by a Principal
Adrtrrinistrative Secretary. Each Director General is responsible for a Directorate comprising of a
cludter of Departments responsible for related policy functions. The Directorates and tiepartirents
are hs follows:

Dirgctorate of Budget, Fiscal and Economic Affairs

The lDirectorate is headed by a Director General, reporting to the Principal Secretary, National
Treabury. It is organized into the following five (5) Technical Departmenrs each hiaded by a
Direptor:

.l Budget Department;

.l Macro and Fiscal Affairs Department

o l- tnanct al and Sectoral Affairs Department;

Inter-Governmental Fiscal Relations Departmenta

a Publ ic Procurement Department.

Directprate of Accounting Services and Qualify Assurance
1

The Dlrectorate is headed by a Director General reporting to the Principal Secretary, National
Treasufy. It is organized into the following four (4) Technical Departments each headed by a
Directdr:

Government Accounting Services;

f 
nternal Audit Services Department;

Financial Management Information Systems (FMIS)

If ational S u b-County Treasuries.

I) ,i rv r"
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Directorate of Portfolio Management

lthe Directorate is headed by a Director General, reporting to the Principal Secretary' It is

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

. Government Investment and Public Enterprises;

o National Assets and Liabilities Management;

. Pensions Department.

. Public Private Pannership Unit

lDirectorate of Public Debt Management Office

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

organized into the fotlowing tliree (3) Technical Departments each headed by a Director:

. Resource Mobilization (Front Office);

. Debt Policy, Strategy and Risk Management (Middle office);

. Debt Recording and Settlement (Back Office)'

Directorate of Administrative and Support Services (Common Shared Services)

The Directorate is headed by a Principal Administrative Secretary, reporting to the Principal

:i..rriurv. lt is organized into twelve (li) specialized functions offering common shared services'

The common shared services of theNational Treasury consist of functions that are not core to the

National Treasury but offer critical support services to the National Treasury' The firnctions

include:

o Accounting,
o Finance,
o Human Resource Management and Development,

o Central Planning and Project Monitoring,
. Supply Chain Management,
. Legal,
o PublicCommunications,
o GeneralAdministration,
. Records Management;
o Internal Audit;
o ICT
. Government Clearing Agency

tv I Page
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Flduciary Management

Tlie key management personnel who held office during the financial year ended 30th June 2018
and who had direct fiduci ary responsibility were:

vo. Designation Name
it Ch ief Adm in istrative Secretary Hon. Nelson Gaichuhie

2 Principal Secretary Dr. Kamau Thueee, CBS
3 Secretary Adm i n istration Mr. Musyimi S.K. CBS
4 Principal Adrninistrative Secretary, CBS, SS Mutua Kilaka. CBS.SS
5 Director General, BFEA Dr. Geoffrey Mwau, EBS
6 Director Ceneral, Accounting Services & Quality

Assurance
Mr. Bernard Ndung'u, MBS

tJ Director General, PIPM Ms. Esther Koimett, CBS
is Director, Macro and Fiscal Affairs Department Mr. Musa Gathanie
,,9 Director, Budget Department Mr. Francis Anyona, OGW
iro Director, Financial and Sectoral Affairs Department Mr. Christopher Oisebe
iil, Director, Public Procurement Department Mr. Eric Korir
tl) Ag. Director, Intergovernmental Fiscal Relations

Department
Mr. Albert Mwenda, HSC

J Internal Auditor Ceneral Mr. Alfayo Mogaka
\14. Ag Director, Government Accounting Services Department Mr. Jona Wala

5 Senior Assistant Accountant General Ms.JaneWNMacharia
6 Ag Director, National Sub County Treasuries Mr. Francis Kariuki
7 Director Government Digital Payments Mr. Harry Mwangi

li8. Ag Directo r, Financial Management Information System Mr. Stanley Kamanguya
I 9 Director, Public Private Partnership Unit Eng. Stanley Kamau
2 Director, National Assets and Liability Management Mrs. Beatrice Gathirwa
2't Director, Covernment lnvestment and Public Enterprises Mr. Kennedy Ondiekr

Director, Pensions Department Mr.Shem Nyakutu
2x Ag. Director General Resource Mobilization Department Mr. Jackson Kinyaniui, OGW
ZZ Director, Debt Policy, Strategy &Risk Management

Department
Mr. DanielNdolo

2: Ag Director, Debt Recording and Settlement Department Mrs. Felister Kivisi
26 Head, Accounts Division Mr. George Gichuru
2'.1 Head Finance Mr. Kimathi Mugambi, HSC
28 Head, SCM Mr. Peter Momanyi
29 Head, Internal Audit Unit Mr. John Kariuki
30 Director Human Resource Management & Development Ms. Susan Mucheru
3 r.i Ag Director, Information Communication and Technology Mr. George Kariuki
32.'t Head, Central Planning and Proiect Monitoring Unit Mr. Antony Muriu
)J Head Public Communications Mr. Maina Kigaga
34 Programme Coordinator, Public Financial Management

Reform Secretariat
Mr. Julius Mutua

35 Ag. Director, Government Clearing Agency Mr. Felix Ateng

PaIr:
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Fiduciary Oversight Arrangements

tTo manage the fiduciary risk, the National Treasury has put in place fiduciary oversight

iarrangemJnts including setting up committees. The key oversight arrangements include:

ilnternal Audit Unit
iThe National Treasury has a well-resourced internal Audit Unit. The unit is charged with the

iresponsibility of identifying risks in the management and day to day operations of the Ministry

ithrough the risk based audits. The Unit reports directly to the accounting officer on a regular

tbasis.

rAudit Committee
lThe National Treasury established an audit committee comprising officers liorn all departments

rof the Ministry, under the chairmanship of the Senior Chief Finance Offlcer' The Comrrittee

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

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

relevant committees of parliament.

Project Implementation Comm ittee
:To lnonitoi th. implementation of the Government's lnfrastructure Projects, the National

Treasury has established a project Steering Committee comprising Principal Secretaries from
I 
implemlnting Ministries and appointed a technical committee comprising officers from the

itechnical departments of the Ministry. The Committees review and analyse the progress made by

,ministries in the implementation of dornestically and externally funded projects and advises

I accordirrgly.

Other fidurciary oversight
objectives;

arrangements include the fotlowing committees with specific

Senior Management Committee
To monitor t[e implementation of the Ministry's programmes and performance, the National

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

Heads of O.purtrents. The Committee receives reports from departnlents, builds consenslls oll

National Treasury responses to emerging issues, challenges and risks and ensures tlrat the

decisions of top management are implemented in a timely manner.

Public Financial Management Sector Working Group
To facilitate the irnplerientation of financial management reforms, the National Treasury has

appointed senior offi..r, to the Public Financial Management Sector Working Group' The

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

in collaboration with the development partners.

vi I Page
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et Implementation Committee
monitor the implementation of the Ministry's budget, programmes and activities, the National

ury has appointed a committee comprising of officers from all the Departments of the
nistry. The Committee reviews and analyses the progress made by Departments in the

ementation of budget and the planned programmes and activities and advises the
accordingly

nitoring and Evaluation
Ministry undertakes monitoring and evaluation exercises to establish progress made in the

lementation of various programmes and projects including those that are funded by the
d lopment partners
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2. Forward by The Cabinet Secretary

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

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

National Treasury has strived to maintain a policy environment that is conducive to economic

gro6h and development of the country. As a result of consistent implementation of bold

Iconomic policies, structural reforms and sound macroeconomic management, the economy

remained resilient in 2017 despite uncertainty associated with the prolonged political elections

period coupled with the effects of adverse weather conditions. The Econorny grew by 4.9 percent

compared io a revised gromh of 5,9 percent in 2016. In the first quarter of 2017, the economy

recovered and grew by-5.7 percent compared to a growth of 4.8 percent in the same quarter Iast

year. This gro*th *as mainiy attributed to improved weather conditions and rebound in business

and consumer confidence foilowing political stability in the country. The 4.9 percent econonric

growth in 2017 generated 898,000 new jobs up from 833,000 new jobs in 2016 and is above 2.8

percent average growth for the sub sub-saharan Africa.

GDP Annual Growth Rates 016 and 201

10.91L.5
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Despite the difficult circumstances faced last year, the Country was able to preserve

,u.io..onomic stability with inflation, interest rates and exchange rates remaining largely stable

throughout 2017. This i.rr., as a clear demonstration to domestic as well as foreign investors of
our commitment to maintain macro-economic stability, which is key in enhancing investor

confidence. The Country made notable progress in 2017 in improving the ease of doing business,

thereby providing a conducive business environment for both domestic and foreign investors.

These reforms have seen Kenya being ranked favourably in the ease of doing br"rsiness and as a

top investment destination. For two consecutive years (2016 and 2017 World Bank's Doing

Business Reports), Kenya emerged as the third rnost reformed country irr the world' and in the

2017 Report, as the third best in sub-Saharan Africa and position 80 overall'

6.15,9

zt. 5

1.3
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The 20]17 Ernst & Young (EY) Africa Attractiveness Index ranked Kenya second top investment
hub ini Africa, after Morocco, The Report also classifies Kenya as the top most preferred
irrvestrf ent destination in East Africa, with the majority of investors being attracted by the good
inflrast4Lrcture. ease of doing business, and strong economic growth and prospects.

Other lley achievements during the period under review are:-
. ]The National Treasury continued to implement its mandate of supporting the devolved

system of Government. In terms of payments, the County Governments received a total of
]Kshs. 302,2 billion in 201612017. Since their establishment in March 2013, County
Governments have received more than Kshs.l.3 trillion from the National Government.

. ] In line with its commitment to enhance the County Governments capacity, the National
r Treasury developed the County Governments (Revenue Raising Regulation Process) Bill.
]fne Bill is geared towards addressing the challenges -ornty Governments are
I encountering in revenue collection, mitigating their negative effects and assisting the

Counties to optimize own-sources revenue.
Somelof the challeriges the National Treasury faced while imptementing the 2016117 budget
includ]e:-

1. Ldck of adequate funds/exchequer to finance all the budget requests by Ministries,
Dgpartments and Agencies.

2. Ldw absorption of Official Developrnent Assistance (ODA).
3. Upcertainty associated with the political elections that slowed down economic activity thus

affecting revenLle performance.
4. Slpw enactment of relevant regulations and related legal instruments to facilitate financial

slctor deepening.

To sLr]rmount the above challenges and ensure successful implementation of the National Treasury
goals and objectives, the Ministry will:-

l. Nlaintain macroeconomic stability by ensuring that inflation, interest rates and exchange rates
r(main largely stable.

2. C]ontinue to improve the environment for businesses to thrive, deal decisively with corruption
arfrd address the governance and performance challenges at our parastatals and State-linked
cpmpanies, as well as improve efficiency in our financial sector in order to boost investments
and createjobs.

3. N.tlanage the level and composition of national public debt, national guarantees and other
f,lnancial obligations of national government effectively;

4. Qontinue to maintain a prudent fiscal stance consistent with the medium-term debt targets
vthile pursuing a shift in the composition of expenditure towards development priorities.

5. $trengthen capacity in public financial management to MDAs and County Governments to
ifnprove oversight of Public resources and Strengthen financial and fiscal relations between
tfre national government and county governments

6. $nhance the Government's
flows and interest rates, and

1. Frorrrote the Public Private P

cash management system to avoid undue pressure on payment
reduce borrowing costs for the government and the private sector.
artnership initiatives to finance government capital projects.

Pilgelx
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8. Engage other development partners for concessional loans and grants as well as pursue

rtrut.gi.r to facilitate issuance of intemational bonds to finance government projects.

g. Ensure constant collaboration between the National Treasury and all the Stakeholders.

10. Strengthen monitoring and evaluation framework.

YK.
CABIFIET A,RY

rGtl
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3.i
L

3.1

African Union and Other International Organization Subscription Fund
Information and Management
Establishment of the Fund

Si1\ce the launch of African Union in 2001 Securing reliable, predictable and sustainable funding
is pne of the key agenda items within the African Union (AU).At different moments, AU actors
ha[re expressed concenl over the growing reliance on external partners to finance the continental
inlegration and development agenda. The Constitutive Act of the AU promotes the self-reliance
of the Union. Similarly, Agenda 2063's Aspiration number 7 wishes for Africa to become a
st4ong, united and influential global player, and to be "fully capable and have the means to
finance her development". The Executive Council and the AU Assembly have taken various
dlcisions on finding alternative sources of financing the Union.

ffie AU Assembly, at its July 2016 Summit in Kigali, considered the report of the High
Rfpresentative's new proposal. On this occasion, the Assembly decided to "institute and
irr]rplement a levy on all eligible imported goods into the continent to finance the African Union
O[erational, Program and Peace Support Operations Budgets starting from the year2017

Tfre taxable base of the AU import levy will be the value of eligible goods originating from
oqrtside the territory of the African Union, and imported and consumed in an AU Member State.
Tfre levy shall apply to the Cost Insurance and Freight (CIF) value at the port of arrival for those
gpods that arrive either by sea or road, and to customs value at the airport of disembarkation for
gbods arriving by air

tinder the Public Finance Management (African Union and other International organization
srlbscription Fund) regr-rlations,2017 there will be established a fund to be known as the African
t.fnion and other International organization subscription Fund. The Fund shall consist of l0% of
tl'fe Import Declaration fee imposed under section 7 of the miscellaneous fees and levies act2016
ahd Monies appropriated by parliament. The purpose of the Fund shall be to make Kenya's
cpntribution to the African Union and any other international organization to which Kenya has a
fjnancial obligation.

Sl.Z administration of the Fund

lrnas should be transferred from the Holding Account maintained at the National Treasury to
dgter for African Union and other International Organization Subscription costs. The fund
,fdministrator is expected to be appointed by the Principal Secretary, The National Treasury &
Rlanni ng to operationalize the fund

|*i ; i'o g,,
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3.3 Key Management and reporting arrangement for the Holding Account of the Fund

The key management personnel who held office during the financial year ended 30th June 2017

and who had direct fiduciary responsibility were:

The National Treasury Headquarters
Treasury Building,
Harambee, Avenue
Nairobi Kenya

The National Treasury Contacts
P.O. Box 30007- 00100,
Te I eph one : (25 qA20 -22 52299

Emai I : info@treasury. go.ke

Website: www.treasury. go.ke

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

Independent Auditors
Auditor General
Office of the Auditor General
Anniversary Towers, University Way

P.O Box 30084
GPO 00100
Nairobi, Kenya

Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

xii I Page
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3.4 mentary on the financial statements of the Fund

Holding Account received Kshs 787,939,623.00 during the financial year 201612017. The

for
was received from the Kenya Revenue Authority as the appointed collector of the revenue
Fund.

Dur g the year ended 30th June 2017, no money had been transferred from the Holding Account
operations account,tot

As 3Oth June 2Ol7,the Holding Account had a cumulative balance of Kshs 787,939,623.00. The
fund are held in the holding bank account at the Central Bank of Kenya

xiit I P ge
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4. Statement of Responsibility
Section 8l (l) of the Public Finance Management Act, 2012 requires that. at the end of each

financial year, the accounting officer for a Natiorral Government entity shall prepare tlrrancial

statement; in respect of that entity. Sectiorr 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 National Treasury is responsible for the preparation and

presentation ofl6e African Union and other International Organization Subscription Fund Holding

Account, which give a true and fair view of the state of affairs of the Fund for and as at the end of

Ithe financial year (period) ended on June 30,2017. This responsibility includes: (i) nraintaining

adequate financial management arrangernents and ensuring that these continue to be eff'ective

throughout the reporting period; (ii) maintaining proper accounting records. which disclose with

reasonable accuracy at any time the status of the Fund by the Natiorral Treasuryl (iii) designing.

' implementing and maintaining internal controls relevant to the preparatioll and fair presentation

of the r.r"nr. report, and ensuring that they are free from material misstatements, whether due

to error or fraud.

The Accounting Officer in charge of The National Treasury accepts responsibility for the African

Union and other International Organization Subscription Fund Holding Account, which has been

prepared on the Cash Basis Method using appropriate accounting policies in accordance witll

International public Sector Accounting Standards (IPSAS) and relevant legal framework of the

Government of Kenya. The Principal Secretary is of the opinion that the firrancial staterrrents of the

African Union and other International Organization Subscription Frrnd t-lolding Account give a

true and fair view of the performance of the Furrd during the financial year ended Jirne i0.2017.

The principal Secretary in charge of The National Treasury further confirms the completeness ol
the accouniing records maintainid for the Fund, which have been relied upon in the preparation of

this report as well as the adequacy of the systems of internal financialcontrol.

The Accounting Officer confirms that the Fund has complied fully with applicable Government

Regulations. purther the Accounting Officer confirms that this report has been prepared in a forrn

thal complies with relevant accounting standards prescribed by the Public Sector Accountirrg

Standards Board of Kenya.

Notes to the financial Statements Set ollt on pages 5 to 6 form an integral oart ol tltese
'1" l>Statements. This staternent has been prepared, reviewed and approved on

Signatu Signature:

tl narrcial
2020 by:

Julius Muia, PhD, EBS
Principal Secretary,

The National Treasury

CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

xiv I Page:



,

t-1
)' .{

We

Tel one: + 2o) 32140oo
l: info

th

th

Report

live (5)

REPUBLIC OF KENYA

OF THE AUDITOR GENERAL

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box Joo84-oo1oo

NAIROBI

ya.go.ke
oagkenya.go.ke

E n h a n c' i ng A ccou n ta b i I i tt,

RT OF THE AUDTTOR.GENERAL ON AFRICAN UNION AND OTHER
NATIONAL ORGANIZATTONS SUBSCRIPTTON FUND FOR THE FIVE (5)

M NTHS PERIOD ENDED 30 JUNE, 2017 - THE NATIONAL TREASURY

PORT ON THE FINANCIAL STATEMENTS

rse Opinion

ve audited the accompanying financial statements of the African Union and Other
rnational Organizations Subscription Fund set out on pages 1 to7, which comprise

po
22

statement of assets and liabilities as at 30 June ,2017 , and the statement of receipts
payments, statement of cash flow and the summary of budget versus actual
rmance for the period then ended, and a summary of significant accounti ng

and other explanatory information in accordance with the provisions of Article
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have

o
be

ned all the information and explanations which, to the best of my knowl
, were necessary for the purpose of the audit.

edge and

ln opinion, because of the significance of the matters discussed in the Basis for
rse Opinion section of my report, the financial statements do not present fa irly,

the financial position of African Union and Other lnternational Organizations
ption Fund as at 30 June, 2017, and of its financial performance and its cash

for the year then ended, in accordance with lntemational Public Sector
unting Standards (Cash Basis) and do not comply with the Public Finance

M ement Act,2O12

for Adverse of Opinion

of Proper Books of Accounts

The und did not maintain proper books of accounts including receipt vouchers, Cash
boo ledgers, and bank reconciliation statements. Further, the summary of budget

actual performance reflects budgeted revenue estimates of
3,303,802,519 based on 1 Oo/o of total estimated import declaration fee. However,

sup rting documents showing how the amount was arrived at were not availed for
audit review. ln addition, the statement did not indicate the estimated expenditure for
the r contrary to Section 2 of the Appropriation Act, 2016.

the Auditor-General on A,frican Union and Other International Organizations Subscription
period ended 30 June, 2017 - The National Treasurv

Fundfor the
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Consequently, the validity, accuracy and completeness of the financial statements for
the year ended 30 June, 2017 as prepared and presented for audit could not be
established.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the African Union and Other lnternational
Organizations Subscription Fund Management in accordance with ISSAI 130 on Code
of Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and
in accordance with other ethical requirements applicable to performing audits of
financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters
to report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavyfulness
and Effectiveness in Use of Public Resources section 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 lawfully and in an effective way.

Basis for Gonclusion

Late Submission of Financia! Statements

Contrary to the provisions of Section 24 (10) of the Public Finance Management Act,
2012 and Regulation 7(2)(c) of the Public Finance Management (African Union and
Other lnternational Organizations Subscription Fund) Regulations, 2017, the financial
statements of the Fund for the financial year 2016117 year were submitted for audit on
6 March, 2019, one and half years late after the prescribed deadline of
30 September,2017.

Management is in breach of the law to this extent.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements in compliance, in all material respects, with the authorities that

Report of the Auditor-General on African Union and Other International Organizations Subscription Fundfor the
five (5) months period ended 30 June,20l7 -The National Treasury
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igor"tn them. I believe that the audit evidence t have obtained is sufficient and
pppropriate to provide a basis for my conclusion.

BEPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

nclusion

required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
qrocedures performed, except for the matters described in the Basis for Conclusion on

$ffectiveness of lnternal Controls, Risk Management and overall Governance section
9f ,y report, I confirm that, nothing else has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not
ehfective.

Bpsis for Conclusion

1q Lack of Segregation of Duties

Cgntrary to the provisions of Section 68(1) (e) of the Public Finance Management Act,
2q12 which requires accounting officers to ensure that all applicable accounting and
fifancial controls and systems are followed, the financial transactions for the Fund
wEre processed by one officer without segregation of duties. Consequently, internal
controls were inadequate.

Non-Operationalization of the Fund

Thp secretariat necessary to operationalize the Fund had not been set up as at
301June, 2017. This is contrary to Section 7(2) of the Public Finance Management
(Af1"ican Union and Other lnternational Organisations Subscription Fund) Regulations,
2017. The Fund did not therefore, utilize the approved budget for the period.

i

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

1i
Responsibilities of Management and those charged with Governance

Manpgement is responsible for the preparation and fair presentation of these financial
statQments in accordance with lnternational Public SectorAccounting Standards (Cash
Basip) and for maintaining effective internal control as Management determines is
neclssary to enable the preparation of financial statements that are free from material
missfatement, whether due to fraud or error and for its assessment of the effectiveness
of intprnal control, risk management and overall governance.

uditor-General on African Union and Other International Organizations Subscription Fund for the
period ended 30 June, 2017 - The National Treasury
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ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of intention to terminate the Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act,2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them, and that public 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 Fund 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1Xa) of the Public Audit

Report of the Auditor-General on African Union and Other International Orgctnizations Subscription Fund for the
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m weakness is a condition in which the design or operation of one or more of the
rnal control components does not reduce to a relatively low level the risk that

caused by error or fraud in amounts that would be material in relation
e financial statements being audited may occur and not be detected within a timely
od by employees in the normal course of performing their assigned functions

Bebause
mi$statements and instances of non-compliance. Also, projections of any evaluation of
effdctiveness to future periods are subject to the risk that controls may become
inaiequate 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 tSSAls, I exercise professional
judpement and maintain professional skepticism throughout the audit. ! also:

ldentify and assess the risks of material misstatement of the financial statements,

of its inherent limitations, internal control may not prevent or detect

a

a

a

a

a

iwhether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.

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

Conclude on the appropriateness of the Management's use of the applicabe basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the audito/s report to the
related disclosures in the financial statements or, if such disclosures are

modify my opinion. My conclusions are based on the audit evidence
the date of my audit report. However, future events or conditions
Fund to cease to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
lincluding 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 Fund to express an opinion on the financial statements.

of the Auditor-General on A,frican Union and Other International Organizations Subscription Fund for the
months period ended 30 June, 2017 - The National Treasury
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o Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

AUDITOR-GENERAL

Nairobi

14 January,2021

Report of the Auditor-General on A,frican Union and Other International Organizations Subscription Fundfor the
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Treasury
tatement for Afiical Union arrd Other International Organization Subscription Fund

For the Fi Moriths period ending 30th June 2017

Notes
statem

Signature:

CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

The Natio
Financial

l. Statpments of Receipts and Payment for the Five Months period ending

30th June 2017

tb
.i,

the financial statements set out on pages 6 form an integral part of these financial

ts. This statement has been prepared, reviewed and approved on \O I I L, 2020by:

(

] ".'.'i

sig

l lllage

rena

PhD, EBS
retary,

The National Treasury

l

l

Receiptt

1l.l 787 ,939,623.00from the Kenya Revenue AuthoritYReceipts

787,939,623.00Total R :ceipts

Transfet s from the Fund holding account

Total tr ansfers

fi.2 787,939,623.00lusuDeficit

KshsNotcs

t
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The N ional Treasury
Finan Statement for African Union and Other International Organization Subscription Fund

For the Five Months period ending 30th June 2017

2.S tement of Assets and Liabilities as at 30th June2017

the financial statements set out on pages 6 form an integral part of these financial
nts, This statement has been prepared, reviewed and approved on Fltz- 2020by:

Signatu Signature: (

Julius
Princi

PhD, EBS CPA Bernard Ndungu, MBS
Directo r General, Accounting
Services & Quality Assurance
The National Treasury

pal Secretary,

The National Treasury

Notes
statem

Finan :ial Assets

Cash , tnd Cash Equivalents
Bank I lalances n,2 787,939,623.00

Total lash and Cash Equivalents 787,939,623.00

nts ReceivablesAccou

Outsta rding Imprests

Total tinancial Assets 787,939,623.00

Finanr rial Liabilities
Accou rts Payables - Deposits And Retentions

Net Fi rancial Assets

Repre rented By

Fund ialance B/Fwd

Deficir /Surplus for the Year n.2 787,939,623.00

Net Fi rancial Position 11.2 787,939,623.00

lr.shsNote

2lp ge
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The Natiorral Treasury
Fipancial Statement for Afi'ican Union and Other International Organization Subscription Fund

For the Five Months period ending 30th June 2017

3. Statement of Cash Flow for the Five Months period ending 30th June 2017

Notes to the financial statements set out on pages 6 form an integral part f these financial

Statements. This statement has been prepared, reviewed and approved on 1, 2020 by

rSignature: Signature:

Julius Muia, PhD, EBS
Principal Secretary,

The National Treasury

CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

erating ActivitiesCash from O

787 ,939,623.0011.1Recei s from The K Revenue Authority

ents

Transfer from the Fund holdin account

11.1 187,939,,623.00Net Cash Flow from O ratin Activities

Cash flow from Investin Activities

Cash flow from Financing Activities

787,939,623.0011.2Net increase in Cash and Cash uivalents

Cash and cash uivalents at the b nnln of the r
tt.2 787,939,623.00Cash and Cash Eq uivalents at the end of the Year

KshsNotc

3lPage
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The fo

The onal Treasury
Fi Statement for African Union and Other Intemational Organization Subscription Fund
For the Five Months period ending 3Oth June 2017

ent of Comparative Budget and Actual amounts for the Five
nths period ending 30th June2017

Iowing statement summarizes the outturn against budget:

The African Union and other International Organization Subscription Fund has had no
payments since it was established.
The revenue estimate was derived from the l0% of the Estimates of Import Declaration
Fee of FY20l 6-2017 as per the Act.

Note
I

2

Ooenin, ba lr nce 787.939.523.00 (787.939.623.00)

Receiot
African
other lnt
Organrz
S ubscrir

Jnion and

mational
tion
ion Fund 1.301 802 519 00 3.303.802.5 l 9.00 787 .939.623 .00 2.5 I 5.852.896 00 76 20/o

'Io tr I

Trr nsfe ,s

Transfer
fund hol
Account

from the
ling

Totrl T, r nsfers

I)illn trrtr

hrltr

I ol;tl \t lrrrl\rljrrslnrrrrts
-lll'l'.lilnr llllli

hrlrr

I)n

lrsltrhrhs

llt'r istrl
l.slirrr;rlrr

( )r'igirr rl
Lrtirrr;ttt.s
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The National Treasury
Financial Statement ior African Union and Other lntemational Organization Subscription Fund

For the Five Months period ending 30th June 2017

5. SignificantAccountingPolicies.

a) Basis of preparation
The financial statements of African Union and other International Organization Subscription Fund

Holding Account have been prepared in accordance with the lnternational Pubtic Sector

Accoun--ting Standard (IPSAS) cish based standard as prescribed by the Public Sector Accounting

Standard Board (PSASB).

b) Reporting entity
ftris report ielatei to financial operations of the African Union and other International

Organization Subscription Fund ttoiding Account maintained at Central Bank of Kenya. The

reporting entity is The National Treasury.

c) Revenues
The Fund shall consist of the proceeds of the African Union and other International Organization

Subscription Fund charged Under miscellaneous fees and levies acl 2016. grants or donations

made to the fund and any income generated from the proceeds of the Fund.

d) Expenditure and transfers
tne expenaiture of the Fund shall be on the basis ol and limited to, the annual work programmes

and cost estimates which shall be submitted to the Fund management to be established.

e) Cash and cash equivalents
iash and cash equivalents comprise cash at hand, bank balances, and short term deposits in

money market instruments.

f) Presentation currencY
The financial statements are reported in Kenya Shillings, being the currency of legal tender in

Kenya. -.,("':. r

t
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The Nat onal Treasury
Financi Statement for African Union and Other Intemational Organization Subscription Fr"rnd

For the ive Months period ending 30th June 2017

6.N to the Financial Statements

An am
ipts from Kenya Revenue Authority
t of Kshs 787,939,623.00 was received during financial year 201612017. The funds

were ved from the Kenya Revenue Authority.

tt.2 nk balance
The k balance as at 30th June 2017 amounted to Kshs 787,939,623.00

Signa re Signature:

Juliu PhD, BBS CPA Bernard Ndungu, MBS
Director General, Accounting
Services & Quality Assurance
The National Treasury

P pal Secretary,

The ational Treasury

Receip s from Kenya Revenue Authority 787,939,623.00

Total I i.eceipts 787,939,623,00

Dcscri;rtiorr

Kshs

Central Bank ofKenya Acc no. 1000323876 Kshs 787,939,623.00

Total 787,939,623,00

Bank ltlanrc antl Account
I)cnontirtation of

Accoulrt
Ilalancc as lt J0tr' .lunc

2017
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The National Treasury
Financial Statement fbr African Union and Other Intemational Organization Subscription Fund

For the Five Months period ending 3Oth June 2017

7. Progress on Follow Up of Auditor's Recommendations

There were no noted and outstanding audit matters issues since this is the first Audit

N/AN/AN/AN/AUnqualified
opinion

N/A
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