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NATIONAL GOVERNMENT ENTITY - CT'S SUBSCRIPTINS TO INTERNATIONAL

ORGANIZATIONS
Reports and Financial Statements

For the year ended June 30,2018-a

I. NATIONAL TREASURY INFORMATION AND MANAGEMENT

(a) Background Information

The National "l'reasury was established via the Executive Order No. 2 of May 2013' The basis for

establishment of the National 'freasury is fbund in Article 225 (i) of the constitution of Kenya which

states that an Act of parliament shall provide for the establishment, functions and responsibilities of

the National 'freasury. fhis has been actualized in Section 11 and 12 of the Public F'inance

Management (l'FM) Act 2012.

At cabinet level, the National rreasury is represented by the cabinet Secretary fbr National rreasury

and planning, who is responsible for the general policy and strategic direction of the Ministry'

Vision

An institution of excellence in economic and public financial management'

Mission

-['o promote economic transformation fbr shared growth through formulation' implementation and

monitoring of prudent economic and financial policies at national and county levels of government'

Core Values

T.he National 
-freasury is committed to providing qualityservices to all and is guided by the following

core values: customer Focus, Results oriented, stakeholder Participation' Prof'essionalism'

Accountabirity, rntegrity and rransparency, Teamwork and Staff as key asset, Ecluity' frairness and

Inclusion.

Mandate oJ the NationulTrecrsurY

The National l-reasury derives its mandate from Article 225 of the constitution, Public Finance

Management Act 2012 andthe Executive orders No.2/2013 and No.l/2019. The National rreasury

wi, be executing its mandate in consistency with any other legislation as may be developed or

reviewed by Parliament from time to time'

The core functions of the National'freasury as derived from the above legal provisions include:

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

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

financial obligations of national government;

. Formulate, evaluate and pro*ol economic and financial policies that facilitate social and

economic development in conjunction with other national government entities;

o Mobilize domestic and extemal resources for linancing national and county government

budgetary requirements ;
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'THE NATIONAL TREASURY- CFS SUBSCRIPTIONS TO INTERNATIONAL

ORGANIZATIONS
Reports and Financial Statements
For the ear ended June 30,2018

ial management system for the national and countyo

a

Design and prescribe an efficient financ

governments to cnsure transparent frnancial management and standard l.rnanc i al reporti n g ;

In consultation with the Accounting Standard s Board, ensure that uniform accounting

standards are applied by the national govemment and its entities;
, . .Develop policy ior 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 govemment and county

governments and encourage support fbr county govemments

o Assist county governments to develop their capacity fbr efficient, et'fbctive and transparent

fi nancial management; and

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

to MDAs and other Government agencies/entities'

Role o/'the National Treasury in lhe Devolved Sy'stem of Government

The National Treasury is mandated by law to:-

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

Governments and encourage support fbr county governments in performing their functions'

o Assist county governments to develop their capacity fbr efficient, efl'ective and transparent

financial management.
. prepard the drinual Division of Revenue Bill and the County Allocation of Revdnue Bill'

o provide logistical support to intergovernmental institutions overseeing intergovernmental

fiscal relations.
o boordinate the development and implemcntation of financial recovery plans fbr countl

governments that are in financial distress'

o Coordinate capacity building of County Govemments on public finance management matters'

(b) Key Management

'Ihe National Treasury day-to-day management is under the fbllowing key oflices;

Office of the PrinciPal SecretarY

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

principal Secretary is charged with the responsibility of providing advice to the clabinet Secretary in

order to enhance efticienc! and collective responsibility. The Principal Secretary is the Accounting

Officer for Vote l07l - NT.

Organizational structure of the National Treasury

The National Treasury is organized into fbur (4) technical Directorates headed by Directors General

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

Secretary. Each Director General is responsible for a Directorate comprising of a cluster 01'

Departments responsible for related policy functions. The Directorates and Departments are as

follows:

2



?



THE NATTONAL TITEASURY- CFS SUBSCRIPTIONS TO INTERNATIONAI,
ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30, 2018

Directorate of Budget, Fiscal and Economic Affairs

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

1'reasury. It is organized into the fbllowing five (5) Technical Departments each headed by a Director:
o Budget Department;
. Macro'and Flscal Affairs Department
o F'inancial and Sectoral Affairs Department;
o Inter-Governmental F'iscal RelationsDepartment
. Public Procurement Department.

Directorate of Accounting Services and Quality Assurance

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

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

Director:
o Government Accor-rnting Services;
o Internal Audit Services Department;
o Financial Management Infbrmation Systems (FMIS)
o National Sub-County I'reasuries.

Directorate of Portfolio Management

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

into the tbllowing fqur (4) Technical Departments each headed by a Director:
o Government Investment and Public Enterprises;
o National Assets and Liabilities Management;

, . Pensions Department.
o Public Private Partnership Unit

It is organized

Directorate of Public Debt Management Office

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

into the following three (3) Technical Departments each headed by a Director:
o Resource Mobilization (Front Office);
o Debt Policy, Strategy and Risk Management (Middle Office);
o 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

Secretary. It is organized into twelve (12) specialized functions offering common shared services. The

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

Tieasury but offer critical support services to the National Treasury. The functions include:

aJ

a Accounting,
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THE NATIONAL TREASURY. CFS SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
X'or the year ended June 30,2018

Finance,
Human Resource Management and Development,

Central Planning and Project Monitoring,
Supply-Chain.Manager'nent, -

Legal,
Publ ic Communications,
General Administration,
Records Management;
Internal Audit;
ICT
Government Clearing Agency,
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THE NATIONAL TREASURY. CFS SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30' 2018

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30th June 2018 and

who had direct fiduciary responsibility were:

5

NO. D nation
I Ch ief Adrn ini strative Secreta Hon. Nelson Gaichuhie

Dr. Kamau Thu CBS

Name

2 Princi I Sec
Mr. Mus mi S,K, CBS

S Administration3
Mutua Kilaka, CB S

4. Princi Administrative Secre , CBS SS
Mwau, EBSDr

5 Director Ceneral, BFEA
Mr. Bernard

,u MBSDirector Accounti Services & Assurance6.
Ms. Esther Koi CBS

7 Director General, PIPM
Mr. Musa Cat eDirector Macro and Fiscal Affairs ent8 ocwMr. Francis ADirector, B ent9

er OisebeMr. Chrir0 Director Financial and Sectoral Affairs ent

Director, Public Procurement ntll
t2 . Director Inte mental Fiscal Relations De entvern Mr. Aibert Mwcnda, HSC

Mr. Alfa Mo ka

Mr. Eric Korir

t3 Internal Auditor General
Mr. Jona WalaDirector Government Accounti Services De entl4

t5 Mr. Francis Kariuki
MwaMrDirector Covernment Di tal P

A Director National Sub
ments

'Ireasuries

l6
Mr. Stanl Kaman

t7 A Director, Financial ment Information S stem
KamauStanlEnDirector, Public Private Partnershi Unit18.

Mrs. Beatrice CathirwaDirecto N Assets and Liabi ntIr Iat aonl9
Mr. Kenned OndiekiDi Go nd Pu b En SCSc teantntvernme n estmerecto r20
Mr.Shem N akutu2l
Mr. Jackson Kin an ui, OGWent

Director Pensions De ent
DeMrce obi zat tonnCe era uResoA rectorDi22

23 Director Debt Poli &Risk Man ment rtment Mr. Daniel Ndolo
Mrs. Felister KivisiDirector Debt Record and Settlement24

GichuruMr25 Head Accounts Division
HSCMr. Kimathi MHead Finance26

Mr. Peter MHead SCM27
Mr. John KariukiHead Internal Audit Unit28

Di Human Resource Man &Develo nt29 Ms. Susan Mucheru

Mr KariukiD formatio Com and hnoecTatilc onn munl rector nt30
MuriuMr. AntonCentral Plann and Pro ct Monitor Unit3l

Mr. Maina Ki
32

Mr. Julius Mutua
33 Programme Coordinator, Public Financia

Secretariat

Head, Public Communications
I Management Refbrm

A Director Government Cleari n34 Mr. Felix A
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(d) Fiduciary Oversight Arrangements

To manage the fiduciary risk, the National 1'reasury has put in place fiduciary oversight arrangements

including setting up committees, 'fhe key oversight arrangements include:

Internal Audit Unit

The National'Treasury has a well-resource<J intemal Audit Unit.'fhe unit is charged with the

responsibility of identifying risks in the managemcnt and day to day operations of the Ministry

through the risk basecl audits. The Unit reports directly to the accounting offlcer on a regular basis'

Audit Committee

The National freasury established an,audit committee comprising officers from all departments of the

Ministry, under the chairmanship of the Senior Chief Finance officer. The Committee reviews and

analyses all audit queries and makes recommendations on how to reduce fiduciary risks. In addition,

the committee prepares responses to all audit queries fbr presentation to the relevant committees of

parliament.

Project Im plementation Committee

To monitor the implementation of the Government's Infrastructure Projects, the National Treasury

has established a project Steering Committee comprising Principal Secretaries fiom implementing

Ministries and appointed a technical committee comprising officers fiom the technical departments of

the Ministry. The Committees review and anaLyse the progress made by ministries in the

implementaiion of domestically and externally funded projects and advises accordingly'

Other fiduciary oversight arrangements include the following committees with specific objectives;

Senior Management Committee

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

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

of Departments. The Committee ,"ieiu"s reports fiom departments, builds consensus on National

Treasury responses to emerging issues, chalienges and risks and ensures that the decisions of top

management are implemented in a timely manner'

Public Financial Management Sector Working Group

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

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

piuy, un oversight role in the implementation of financial reforms in the public service in

collaboration with the development partners.
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Budget Implementation Committee

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

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

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

implementation of budget and the planned programmes and activities and advises the management

accordingly.

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

implementation of various programmes and projects including those that are funded by the

development partners.

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

(f) The National Treasury Contacts
Tel ephone : (2 5 $020 -22 5229 9

Email :info@treasury.go.ke
Website: .trea rv.oo.ke

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

(h) IndependentAuditors
Auditor General
Kenya National Audit Office
Anniversary Towers, University Way

P.O,Box 30084
GPO 00100
Nairobi, Kenya

(i) Principal Legal Adviser
The Attorney General

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

II. FORWARD BY THE CABINET SECRETARY

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

in accordance with siction lZ of the Public Finance Management Act, 2012. overall, the National

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

development of the country. As a resuli of consistent implementation of bold economic 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 Econo*y gr.* by 4.9 percent compared to a revised growth of 5'9

percent in 2016. In the first quarter of 2018, the economy recovered and grew by 5'7 percent

compared to a growth of 4.8 percent in the same quarter last year. This growth was mainly attributed

to improved weather conditions and rebound in business and consumer confidence following political

stability in the country. The 4.9 percent economic groMh in 2017 generated 898,000 new jobs up

rr"- gil,000 new jots in 2016 and is above 2.8 percent average growth for the sub sub-saharan

Africa.

GDP Annual Growth Rates 016 and 201

Despite the difficult circumstances faced last year, the Country was able to preserve macroeconomlc

stability with ihflatidir, interest rates and exchange rates remaining largely stable throughout 2017 '

This serves 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. 'l'he Country

fu" iiotable progress in 2017 in improving ih. .u.. 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 business and as a top investment destination' For

two consecutive years (21l6ura ZOtT World Bank-'s Doing Business Reports), Kenya emerged as the
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third most reformed country in the world, and in the 201 8 Report, as the third best in sub-Saharan

Africa and position 80 overall.

The 2017 Ernst & Young (EY) Africa Attractiveness Index ranked Kenya second top investment hub

in Africa, after Moro..o. Th. Report also classifies Kenya as the top most preferred investment

destination in East Africa, with the majority of investors being attracted by the good infrastructure,

ease of doing business, and strong economic growth and prospects.

In terms of budget performanc., th. National- Treasury expenditure stood at Kshs.39.4l6m against an

approved budget of Kshs.42.540m in Recurrent while Development expenditure stood at

Kshs.9.76lm against an approved budget of Kshs.ll.862m giving an overall absorption rate of

g0.5%. The National T..urrry inflemented the 2Ol7ll8 budget within fbur economic

classification/programmes. These *.r. G.r.ral Administration, Planning and Support Services'

public Financial Management, Economic and Financial Policy Formulation and Management and

Market Competition. e"s demonstrated in the bar graph below, the Market Competition Programme

had the highest absorption at loo% followed by General Administration, Planning and Support

Services at 92o/o, public Financial Management Programme at 81.7% and Economic and Financial

Policy Formulation and Management (78%)'

rate omic Classification/P mes

roo"/"

oo"t,

aov;

6Q",i

4O"/"

20e6

o'%

92",6
82"./" 78'%

'i.2OYo

1

Gcncra I

Acl nlin istratiorl, Pl J rl n i Iltl
a nr-l Sur pPort Serviccs

Prrblic Frrranci.tl
Mi r'1.18L't11(]n t

Ecorrofiticlncl Firrarlcr.rl MarkctCollrpctitiorr
P()licy Forrr)tllatiort .:rtd

M.r ll.'lHc'm('nt

Other key achievements during the period under review are:-

o The National Treasury continued to implement its mandate of supporting the devolv-ed system

of Government. In terms of payments, the county Governments received a total of Kshs'327

billion in2017l20lg up from Kshs.nia.z billion in201612017. Since their establishment in

March ZOl3, County Governments have received more than Kshs'l'3 trillion from the

National Govemment.
o In line with its commitment to enhance the county Govemments- capacity' the N.ational

Treasury developed the County Governments (Revenue Raising Regulation Process) Bill' The

Bill is geared towards addressing the challenges county Governments are encountering in

revenue collection, mitigating thlir negative effects and assisting the Counties to optimize

own-sources revenue'
o The National Treasury successfully priced a new $2 billion Eurobond rransaction' This issue

was 7 times -uversubscribed thus rnuting it one of the highest order book foran issue from

Africa, and providing a dollar yield .u*i stretching out to 30 years' This made Kenya one of

9
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Sonre of the ohallenges the National 'l-rcasury thccd while implementing the 2017l18 budget include:-

l. Lack of adequate fi-rnds/exchequer to finance all the budget requests by Ministries, Departments
and Agencies.

2. [,ow absorption of Oflicial l)evelopment Assistance (ODA).
3. Uncertainty associated with the politiczil elections that slowed down economic activity thus

affecting revenue perfbrmance.
4. Slow enactment of relevant regulations and related legal instruments to facilitate financial sector

decpening.

'lo surmount the above challenges and ensure successl'ul implementation of the National Treasury

goals and objectives, the Ministry will:-

1. Maintain macroeconomic stability by ensuring that inflation, interest rates and exchange rates

remain largely stable.
2. Continue to improve the environment for businesses to thrive, deal decisively with corruption and

address the governance ancl pcrlbrmance challenges at our parastatals and State-linked

contpanies, as well as improve el'ticiency in clur financial sector in order to boost investments and

create jobs.
3. Manage tl're level and composition of national public debt, national gttarantees and other financial

obligations of national government clfectivcly;
4. Continue to rnaintain a prudent fiscal stance consistent with the medium-term debt targets while

pursuing a shift in the composition of expenditure towards development priorities.

5. Strengthen capacity in public financial management to MDAs and County Governments to

improve oversight of Public resources ancl Strer-rgthen financial and flscal relations between the

national government and county governments

6. Enhance the Government's cash managemcnt system to avoid undue pressure on payment flows

and interest rates, and reduce borrowing costs for the government and the private sector'

7. Promote the Public Private Partncrship initiatives to ltnance government capital projects.

8. Engage other development partners tbr concessional loans and grants as well as pursue strategies

to facilitate issuance of international bonds to finance government projects.
g. Ensure constant collaboration between the National Treasury and all the Stakeholders.

10. Strengthen monitoring and evaluation li'amework.

HENIT.Y K. IT
CABINIIT SE
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III. STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section gl (l) of the public Finance Management Act,2013 requires that, at the end of each financial

year, the accounting officer for a Nationul Gor.r.rment 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 the Public Sector Accounting Standards

Board of Kenya from time to time.

The Accounting officer in charge of cFS Subscription to International organization is responsible for

the preparation and presentation of the entity's financial statements, which give a true and fair view of

the state of atfairs oitne entity fbr and as ai the end of the financial year (period) ended on June 30,

2017.This responsibility includes: (i) maintaining adequate flnancial management arrangements and

ensuring that these .oniinu" to be etfective throughout the reporting period; (ii) maintaining proper

accounting records, which disclose with reasonable accuracy at any time the f-rnancial position of the

entity; (iii) designing, implementing and maintaining internal controls relevant to the preparation and

fair presentatio, oI tne f,rnancial statements, and ensuring that they ut: free liom material

misstatements, whether due to error Or fraud; (iv) sat'eguarding the assets of the entityl (v) selecting

and applying appropriate accounting policies; and 1vi) making accounting estimates that are

reasonable in the circumstances.

The Accounting officer in charge of cFS Subscription to International organization accepts

responsibility tbr the entity's financial statements, which have been prepared on the Cash Basis Method

of Financial Reporting, uring appropriate accounting policies in accordance with International Public

Sector Accounting Standards (lpsAs). The Accountlng officer is of the opinion that the entitlt's

financial statements give a true and fair view of the state of entity's transactions during the financial

year ended June 30, iog,and of the entity's financial position as at that date' The Accounting officer

charge of CF'S Subscription to International Organization further confirms the completeness of the

accounting records maintained fbr the entity, which have been relied upon in the preparation of the

entity's financial statements as wellas the adequacy of the systems of intemal financialcontrol'

The Accounting ofTicer in charge of cFS subscription to Intemational organization confirms that the

entity has complied fully with applicable Govemrnent Regulations and the terms ol'external financing

covenants (where appticaute;, und'thut the entity's funds received during the year under audit were used

for the eligible pu.por., foi which they were intended and were properly accounted fbr. F'urther thc

Accounting Officeiconfirms that the entity', financial statements have been prepared in a form.that

complies with relevant accounting standards prescribed by the Public Sector Accounting Standards

Board of Kenya.

Approval of the financial statements

l1
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The entitv's financial

A*t^${ztr 2018.
statements were approved and signed by the Accounting Ofiicer on

trultsre*
DR KAMAU LILIAN W. DISHON

Principal Accountant
ICPAK Member Number: 10442

Principal Secretary
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REPUBLIC OF KENYA

Tc lephone : + 2 5 4-20 -3 4233 0
Fax: +254-20-3 I 1482
E-mail: oag@)oagkcnya. go. ke
Website: www.kcnao.go.kc

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON SUBSCRIPTION BY KENYA
GOVERNMENT TO INTERNATIONAL ORGANIZATIONS FOR THE YEAR ENDED 30
JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Subscription by Kenya
Government to lnternational Organizations set out on pages 14 to 23 which comprise the
statement of financial assets and liabilities as at 30 June 2018, and the statement of
receipts and payments and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Subscription by Kenya Government to lnternational Organizations as
at June 30,2018, and its financial performance and its cash flows forthe yearthen ended,
in accordance with lnternational Public Sector Accounting Standards (Cash Basis) and do
not comply with the Public Finance Management Act, 2012.

Basis for an Adverse Opinion

1. Comparison Between the Budget and Actual Amounts

The statement of comparison between the budget and the Actual Amounts indicates that
during the year under review, an amount of Kshs. 500,000 was provided in the printed
estimates/budget but no expenditure was incurred. The Management has explained the
huge variance arose due to the fact that the amount in the budget was a 'notional' budget
provision as there was no amount that had been called for payment during the year in

absence of such a resolution by the member states. The budget process does not provide
for such a 'notional budgetary estimates'for parliamentary approval as this would exposes
the Government to abuse and misappropriation/misdirecting of public funds. Further
requisition and approval of budget which is subsequently not utilized deny other needy
government programs funds for implementation.

2. Failure to Provide the Trial Balance

The Management did not provide trial balance relating to the vote, for the financial year
201712018. The balances reflected in the financial statement could not therefore be
confirmed to have been obtained from the trial balance and other books of original entry. ln

Rcport of'the Auditor-Generul rm the Finunciul Stutement.s ol Stutement ol' Expendilure-Suhsc'riplions to lnlernulionul
()rguni:utions.lbr the Yeur Erulcd l0,luna 20lll

Pntnoting AL'countuhilit.r in tha Puhlic Sector



absence of these fundamental records, the source and accuracy of the information
contained in the financial statements could not be ascertained and the financial statement
balances may be misstated and therefore misleading.

3. Comparison of Expenditure with the Appropriation Account

A comparison of balances reflected in the Treasury main financial statement indicates that
the Government made several payments as Grants and transfers amounting to Kshs.
1,069,476,595 during the year under review. lncluded in Kshs 1,069,476,595 are
membership dues and subscription to unspecified international organizations totaling to
Kshs. 48,779,790. The balance of Kshs. 1,020,696,805 is indicated to have been paid to
some four organizations as hereunder.

Orqanization Amounts (Kshs)
Membership dues and subscription to international
organizations (U nspecified)
Africa Capacity Building Foundation
Shelter Afrique
MEFMI
lnternational Bank for Reconstruction and
Development, IBRD
Totals Kshs 1.069.476.595

The Government runs the risk of double budgeting for similar expenditure items by the
same accounting Officer, it has not been possible to draw a line between what is payable
under the subscription to international organization and those under Grants and Transfers
to various expenditure vote heads of international nature.

4. Unsupported Balances

ln the Audit Report of the previous year, reference was made to the report of the financial
year 201512016 2015116 where the statement of details of Kenya Government share
subscription and capital contribution to international organizations under Note 5 of the
financial statements had reflected local value of subscription totaling to Kshs.
51,403,651,783 against various amounts in foreign currencies as at 30 June 2016.
However, an independent confirmation of those balances then showed that subscription
were received from only four (4) out of the twelve (12) organizations. ln addition the
amount confirmed by two of those organizations had differed significantly. Further, the
subscription for 2014/15 totaling to Kshs. 116,813,106,919 in respect of 10 organizations
had been restated to Kshs. 49,750,957,607 due to conversion of foreign currencies. The
huge foreign currencies loss had not been explained

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 d'the Auditor-(ieneral on the Financiul Statements ofStutement of' Lupenditure-Sub,scription.s to lnternationul
()rgani:utions l& the Yeur Endeel 30.lune 20llt
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48,779,790
42,333,304

355,000,000
81,363,501

542 000 000
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REPORT ON COMPLIANCE WITH LAWFULNESS AND EFFECTIVENESS

Further, as required by Article 229(6) of the Constitution, I have not been able to obtain
sufficient appropriate audit evidence to confirm that public money have been applied
lawfully and in an effective way.

Report on lnternal Controls Effectiveness, Governance and Risk Management
Systems

As required by Section 7 (1) (a) of the Public Audit Act, 2015, except for the matter
described in the Conclusion on Effectiveness of lnternal Controls section of my report, I

confirm that, nothing has come to my attention to cause me to believe that internal controls
were not operating in an effective way.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

ln preparing the financial statements, management is responsible for assessing the
Ministry ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the going concern basis of accounting unless the
management either intends to liquidate the Ministry or to cease operations, or have no
realistic alternative but to do so.

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

Those charged with governance are responsible for overseeing the Ministry's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

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 PublicAuditAct,20l5 and submitthe audit report in compliancewith
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.
Regtrt of'the Auditor-Generul on the Finunc'ial Statements of Stutement ol Expenditure-Suhsc'ription.s to lnternatitnal

Orguni:ution.s lbr the Ycur Eruled 30 .lune 20l8
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As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may ipvplvb cgllusion, forgery,
intentional omissions, misrepresentations, or the overr[feofgntgrnp{ control.

o Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Ministry's 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 sustainability of
services 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 National Treasury's ability to continue as a going concern or to sustain its
services. lf I conclude that a material uncertainty exists, I am required to draw attention
in the auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the National Treasury to cease to continue as a going concern or
to sustain its services.

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

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

o

a

a 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.

()rguni:tttittns lot' tha l'cur EttLlad j11 ./ung )l) l3
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I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them a!! relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

trtru*
FCPA Edward *.'O. Ouko, GBS
AUDITOR.GENERAL

Nairobi

10 December 2018

Report of the Auditor-General on the Financial Statements of Statement of Expenditure-Subscriptions to International

Organizationsfor the Year Ended 30 June 2018
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NATIONAL TREASURY. CFS SUBSCRIPTIONS TO INTERNATIONAL
RGANIZATIONS

and Finandial Statements
the ended June 2018

our..opinion, tlte accompanying financial statements present fairly, in all material respects, the

position of the entity as at 'June 30, 2018, and its receiPts and payments, as well as cash

for the yeax then ended in accordance with International Public Sector Accounting Standards.

General Date

This report should be removetl once a certificate is received from the Auditor General)

STATEMENT OF RECEIPTS AND PAYMENTS
Note 2ot7-2018

Kshs

2016!017
I&hs

AYMENTS

uer releases

RECEIPTS

to InternationalOrganizations 2

PAYMENTS

accounting policies and explanatory
ial statements. Thp entity financial

R I(AMAU CBS
Secretary

notes to these financial statements form an i

statemonts were approved on 3ohSePts
ntegral part ofthe
2018 and signed by:

LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

00I

00

0

00

0 0
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NATIONAL TREASURY- CFS SUBSCRIPTIONS TO INTERNATIONAL
AntIZATIONS

and Financirl Statements
the snded June 30,2018

STATEMENT OF ASSETS AND LIABILITIES

Note 2017-2018
Kshs

20t6-2017
Kshs

AI{CIAL ASSETS

and Cash Equivrlents
k Balances

Cash and cesh equivalent

FINAFTCIAL ASSETS

ANCIAL LIABILITIES

Payables - Dbposits and

r.tr{ANCIAL ASSETS

brlance b/ftvd
ycar adJustment

rplus/Delicit for the year

Ftr{ANCIAL POSSITION

sccounting policies and explanatory
ststements. The entity financial

KAMAU CBS
Secretary

notes to these financial statements form an integral part of the

statements were approveA on ?otl,Sef* 20i8 and signed by:

hBilE-
LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

3 2

0

0
0
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0
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0
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THE NATIONAL TREASURY- CFS SUBSCIUPTIONS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30,2018

VII. STATEMENT OF CASH FLOWS

Receipts for operating income

Exchequer Releases

Payments for operating exPenses

Subscriptions to International Organizations

Adjusted for:
Change in Receivables

Changes in Payables

Adjustments during the year

Net cash flow from operating activities

CASHFLOW FROM INVESTING ACTIVITIES
Proceeds from Sale of Assets

Acquisition of Assets

Net cash flow from Investing activities

CASHFLOW FROM BORROWING ACTIVITIBS
Net cash flow from financing activities

NET INCREASE TN CASH AND CASH EQUIVALENT

Cash and cash equivalent at BEGINNING of the year

Cash and cash equivalent at END of the year

2017-2018
Kshs

2016-2017
Kshs

0

0

0

0

I

2

0

0

q

0

0

0

0

0

0

0

0

00

0

0

a

0

q

22

z23

'l'he accounting policieS and explanatory notes to these financial statements form an integral part of the

financialstatements. The entiryfinancial statements were approved on &Ha3*4- 2018 and signed by:

INBW
DR KAMAU THU LILIAN W. DISHON

Principal Accountant
ICPAK Member Number: 10442

Principal Secretary
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NATIONAL GOVERNMENT ENTITY _ CT'S SUBSCRIPTINS TO INTERNATIONAL

ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30, 2018

X. SIGNIFICANTACCOUNTINGPOLICIES

The principle accounting policies adopted in the preparation of these llnancial statements are set

out below:

Statement of compliance and basis of preparation
The financial statements have been prepared in accordance with Cash-basis IPSAS t-rnancial

reporting under the cash basis of Accounting, as prescribed by the PSASB and set out in the

accounting policy notes below.

This cash basis of accounting has been supplemented with accounting for, a) receivables that

include imprests and salary advances and b) payables that include deposits and retentions.

The receivables and puyutl., are disclosed in the Statement of Assets and Liabilities. The

Statement of Assets una liuUitities is not mandatory statement under the IPSAS Cash basis

but is encouraged in order to disclose infbrmation on assets and liabilities.

The financial statements are presented in Kenya Shillings, which is the ftrnctional and

reporting currency of the entitt all values are rounded to the nearest Kenya Shilling. The

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

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

the PSASB.

Reporting entity
The financial statements are for the CFS Subscriptions to International Organizations

encompass the reporting entity as specified under section 81 of the PFM Act 2012 and does

not comprise any development projects.

3. Recognition of receipts and payments

a) Recognition of receiPts
The tlntity recognises all receipts from the various sources when the event occurs and the

related cash has actually been received by the entity.

Tax receipts
Tax Receipts is recognized in the books of accounts when cash is received' Cash is

considered as received when notification of tax remittance is received'

Transfers from the Exchequer
Transfer from Exchequer isiecognized in the books of accounts when cash is received. Cash

is considered as received when payment instruction is issued to the bank and notified to the

receiving entity.

External Assistance
External assistance is received through grants and loans from multilateral and bilateral

development partners.

I

2
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THE NATIONAL TREASURY- CFS SUBSCRIPTIONS TO INTERNATIONAL

ORGANIZATIONS
Reports and Financial Statements

For the year ended June 30,2018

Donations and grfints

Grants and donationfshall be recognized in the books of accounts when cash is received'

Cash is considered as received when a payment advice is received by the recipient entity or

by the beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt

of the grant item and upon determination of the value. The date of the transaction is the

value date indicated on the payment advice

assistance loans

Proceeds fro m borrowing
Borrowing includes Treasury bill, treasury bonds, corporate bonds; sovereign bonds and

external toans acquired by thl entity o, uny other debt the Entity may take on will be treated

on cash basis and recognized as receipts during the year ofreceipt'

(J ndrawn external assistance

These are loans una!*nffi reporting date as specified in a binding agreement and relate

to funding for projecis currently under developmint where conditions have been satisfied or

their ongoing satisfaction is t',ignty likely and the project is anticipated to continue to

completion. During the year .na"a 30th June 2017, there were no instances of non-

compliance *ith tJ.ms and conditions which have resulted in cancellation of external

Other receiPts
These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of

assets and sale of tender documents. These are recognit.d in the financial statements the time

associated cash is received'

b) Recognition of PaYments
The entity recognises all expenses when the event occurs and the related cash has actually

been paid out bY the entitY.

Compensation of emPloYees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the

period when the compensation is paid'

Use of goods and services

Goods and services are recognized as payments in the.period when the goods/services are

'consumed and paid for. Such .*p.nr.r, ii not paid during the period where goods/services

are consumed, shall be disclosed as pending bills'

Interest on borrowing
Borrowing costs that include interest are recognized as payment in the period in which they

incurred and Paid for'

Repayment of bo-rrowing (principal amount) .n 
the period in

ffre .epay.nent of princip*al'a*ount of borrowing is recognized as payment 1:

which the repaYment is made'

Acquisition of fixed assets

20





I THE NATIONAL TREASUITY- CFS SUBSCRIPTIONSTO INTERNA'I'IONAL
ORGANIZATIONS
Reports and Financial Statements

transaction is recorded as receipt and as a paymenl'

A fixed asset register is maintained by each public entity and a summary provided fbr

purposes of disclosure. 'Ihis summary is disclosed as an annexure to the entity's financial

statements.

In-kind contributions
In-kind contributions are donations that are made to the entity in the fbrm of actual goods

and/or services rather than in money or cash terms. 'l'hese donations may include vehicles,

equipment or personnel services. Where the flnancial value received for in-kind

contributions can be reliably determined , the entily includes such value in the statement of

receipts and payments both as receipts and as an expense in equal and opposite amounts;

otherwise, the contribution is not recorded.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily colvertible to known amounts of cash and are subject to insignificant risk of

changes in value. Bank account balances include amounts held at the Central Bank ofl Kenya

and at various commercial banks at the e1d of the financial year.

Restriction on cash

Restricted cash represents amounts that are limited /restricted from being used to settle a

liability for at least twelve months after the reporting period. This cash is limited for direct

use as required by stiPulation.

Amounts maintained in deposit bank accounts are restricted for use in relunding third party

deposits. As at 3Oth June j017, this amounted to Kshs 0.00 compared to Kshs 0'00 in prior

period as indicated on note xxxx.

There were no other restrictions on cash during the year

Accounts Receivable
For the purposes of these financial statements, imprests and advances to authorised public

officers and/or institutions which were not:surrendered or accounted for at lhe end of the

financial year are treated as'receivables. This is in recognition of the govemment practice

where the imprest payments are recognized as payments when fully accounted for by the

imprest or aip holders. This is an enhancement to the cash accounting policy' Other

accounts receivables are disclosed in the financial statements'

a
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THE NATIONAL TREASURY- CFS SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30' 2018

o XI. NOTES TO THE FINANCIAL STATEMENTS

I EXCH R RELEASES
Desc 2017-2018 20t6-20t7

Kshs Kshs

Total Exchequer Releases for quarter I 0 0

Total Exchequer Releases fbr quarter 2 0

0

0

0Total Releases for J

Total Releases for 4 0 0

Total 0 0

(Rudgeted e.rchequer was Kslrs 500,000.00 yersus tc:tuul reccived exchequer q/-nil. Ntt nmouttts

rwre culled.for pn.l'ruent during thc.venr entlerl 3dt' June,20ttt)'

2 PAYMENTS

Description 2017-2018 2016-2017

Kshs Kshs

Subscriptions to International
izations 0 0

TOTAL 0 0

3: Bank Accounts

Name of Bank,
Account No. &
currency

Amount
in bank
account
currency

Indicate
whether
recurrent,
Development'
derrosit e.t.c

Exc rate
(if in
foreign
currency) 2017-2018 2016-2017

CENTRAL
BANK OF
KENYA (Kes) Kshs Kshs

Account
No. I 000204427 Recurrent 2 2

2Total 2

22
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THE NATIONAL TREASURY- CFS SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
For the ended Junc 20lE
NOTF^g TO THE FINANCIAL STATEMENTS (Continued)

4: FTJIID BALAIYCE BROUGHT FORWARI)

5. PRIOR }EARADJUSTMENTS

There was tto prior year adiustments made.

20t7-2018 20rc-24fi
Kshs Kshs

Bank accounts 2 2

Cash in hand 0 0

Total 2 2

ofthe error 20t7 -2018 2016-2017
Kshs Kshs

on bank aooount balances 0 0

on cash in hand 0 0

Total 0 0

23
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NATIONAL GOVERNMENT ENTITY _ Cf'S SUB,SCRIPTINS TO INTERNATIONAL
ORGANIZATIONS
Reports and Financial Statements
For the year ended June 30' 2018

xII. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments

that were provided to the auditor. We have nominated lbcal persons to resolve the various issues as

shown below with the associated time frame within which we expect the issues to be resolved.

Status:
(Resolvecl /

Not
Resolved)

There are no audit issuesfor CFS Subscriptions to I nte rn atio nal O rgan is atio ns.

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

(ii) Obtain the "lssue/Observation" and management comments", required above' flom final

external audit report that is signed by Management;

(iii) Befbre approving the report, discuss the timeframe with the appointed Focal Point persons

within your entity responsible for implementation of each issue;

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

Nati Treasury

DR KAMAU CBS LILIAN W. DISHON
Principal Accountant
ICPAK Member Number: 10442

Principal Secretary

Timeframe:
(Put a date
when you
expect the
issue to be

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

Issue /
Observations
from Auditor

Manageme
nt
comments

Reference
No. on

the
external

audit
Report
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NATIONAL GOVERNMENT ENTITY_ CT'S SABSCRIPZN^S TO INTERNATIONAL
ORGANIZATIONS
Reports and f inancial Statements
For the year ended June 30,2018

AI\INEX 1 - REPORTS GENERATED FROM IFMIS

i.

ii.

lll.

lv.

FO30 (Bank reconciliations) for all bank accounts

Bank Balance certifi cate

Board of survey certificate

List of five International Organisations.

I
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8th August, 20 I I

Custorner ;

Balance Date

I :''ii 
.'r ' I

s" K. LANGAT (MRs)
AUTI-IORISED SIGNATORY
BANKING DIVISION

CIRTIFICATE OF tsAI-ANCES

NATIONAL
r 1037 3/ tooo94 TREASURY

3O-Jun-l I

R. N. OUMA (MRS)

AUTI.IORISED SIGNATORY
BANKING DIVISION

r 00000097 7 16,7 3),694,7 64,6)
I 00000098 8

I'REASUIiY BILLS ACCOUNT
TREASURY BONDS ACCOUNT

KES

KES 349,082,496.70
I 000000996 REVENLIE DEPOSIT ACCOUNT KES I ,J}l ,121,3)l .45
I 000004053 TREASURY BONDS REDEMPTION KES o
I 00000406 I

.I-REASURY 
BONDS INTEREST KES o

I 00000408 B TREASURY BILLS REDEMPTION 5USP. KE5 o
1000t8t461 REC.THE NATIONAL TREASURY l(Es 2,692,50I ,l 65.60
100018t664 DEV-THE NATIONAL TREASURY KES ))4 ,03 5,9 I I .5 5

1000t8)137 DEP.THE NATIONAL TITEASURY KES 1,533,385,97 1.40
MICRO FINANCE SEC S CR.REFINANCING KES o1000r 8749)

loo0lB7506 MICRO FINANCE SEC SUP CR-CAP BLDG KES 90,491,999.30
I OO0 I 90299 VALLTE FOR MONEY (VFM) ALTDTT-G|Z KES 0
10001 9297 6 NAT.TREASURY. AID EFFECTVENESS GRP KES 29,14),4)l,OO
I 00020 r 924 VOLUNTARY PAY CUT KES l8,o46,gl4.lo
t00023187) FINANCIAL SEC.SLIPP.PR'-IDA 562 7O.KE KES 154,4)4,549.15

KES 6),334,541.15
KES 1,539,148,837.70

I 0002044 I I

I 00026874 3

I 0002043 7 I
AFRICAN INSTITLITE FOR REMITTANCES

REC-SALARIES ALLOWA fuIISC AND NSSSFC

REC.PUBLIC DEBI

KES )o7,958,064)5
1000)04421 REC.SUBSCRIPTION TO INTERNAT. ORG KES )
I 00020s024 PETROLEUM DEVELOPMEN I' LEVY FLIND ;(ES 2, I 65,06 I ,7 99.35
t00022t5t8 KENYA PETROLEUM TECI-INICAL ASS PROJ KES I l, I 06,7 3 l.gO
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REC.SUBSCRIPTION OF INTERI.IATIONAL ORG, REPUBLIC OF KENYA

NC 1000204427 Date ...0210712018

Reportof theBoardof SurveyonthecashandBankBalancesof .,NATIONALTREASURY CFS053""""" '

....,.. as at the close of business on ......... ".30'06'2018""" " '

The Board consisting ol - (Names and official titles)

CHAIRMAN ". ISAAC MUKOMA..

MEMBER ..,... JOSEPH KOTHYA.

MEMBER .,. AGNES KIILU,.."..

Assembled at the office of CASH ' .... NATIONAL TREASURY

At . , ,. ...9.00 a.m.,.... (Time) on the

And the following cash was produced: -

Notes .. sh' "" "" " ""' Nil"' '

Silver Sh """' " Nil '

Copper.. Sh """ ""'Nil '

Cheques (as per details on reverse) Sh """" " " "" ' Nil """

It was observed that cheques amounting to Sh """ ' """"""Ni| ""'

Had been on hand for more than 1 4 days prior to the date of the survey'

The cash consisls of East Alrican currdncy and does nol contain any demonetized coin or noles

The cash Book reflected the following balances as at the close of business on the """ "30'06'2018 "

Cash on hand

Bank Balance .. .. sh ......2..

z

Thebankcertificateof Balanceshowedasumoft$ltsl'2a"""'ii"" """""'cts " "(sh""'Nil """ cts" """""")

Standingtothecreditof theaccounton """""""""'30'062018 "'

The difference between this figure and the Bank Balance as shown by the cash Book is accounted lor in the Bank Reconcilialion

Statement (F.O. 30) attached

F.0.51

02t0712018 ,,,.

,..........,.... Cts .,. Nil

Nf*
Members of the Board

GPK (L)

Date ...... 03/07/201 8.
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