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I. KEY ENTITY TNFORMA'TION AND MANAGEMENT

(a) Backgtound information

The Principal Secretary is under the Ministry of Agriculture, Livestock and Fisheries .At
cabinet lcvel, the Principal Secretary is represented by the Cabinet Secretary for Agriculture
,l.ivestock and Fisheries who is responsible for the general policy and strategic direction of the
Principul Secretary. The Principal Secretary was appointed as a receiver on27'h July 2016.

(b) Principal activities

The Principal Secretary collects revenue from Sale of Subsidized Fertilizer from farmers
tluough the National Ccreals and Produce Board. Rcvenue collected is remitted to the National
'freasury in accordance with Section 8l (2) of the PIiN{ Regulations 2015.

(c) Kel,Munagement

The entitv s day-to-day managemenl is under the following key organs:

Cabinet Secretary -Mr Willy Bett,EGH
Perlnanent Secretary-Dr. Richard Lesiyampe (PhD),CBS
Agriculture Secretary-Ann. A. Onyango(MBS
Engineering Secretary-Eng Jasper Nkanya,OGW

(d) Entif Hcarlquarters

Kilimo IJouse
P.O. Box 30028
Cathedral Road
Nairobi. KENYA

(e) Entity Contacts

Telephcrrre: (25/ ) 2'718870/9
E-mai I : psagric,. lh, re@kilimo.go.ke
Webs ite : ryyy1)i !J_, mo. go. ke

(f) Independent Au rlitors

Auditor (ieneral
Kenya National Audit Office
Anniversary To wers, University Way
P. O. Box 30081
GPo 00 r 00
Nairobi.
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(g) Principal Lcgal Adviscr
'l'he Attonrcy Gcncrrr I

Slate Lau,Officc
llararnbcc Avcltuc
P.O Box 40112
City Square 00200
Nairobi, Kenya

(h) Bankers
Ccnlral Bank ot Kenya
I-laile Selassie Avcnttc
P.O Box 60000
Crty Square 00200
Nairobi. K.enya

Tclephone: (254) 2221 461

E-mail: info@;ag. go. k c

Website: wu,w'. statc I x11'.. go.kc

Ielephone : (254)202ti6 I 000
E-mail : comrns (a)ccntra Iirank. go. k c

Website: www. centralbank. go.ke
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II. STA'TE}TENT OF RECEI\/ER OI; REVIINUE'S RESPONSIBILTTTES

Section 82 (1) of the Public Finance Management Act,2012requires that, at the end of each financial
year, a receiver ofrevenue shall prepare an acc(lunt ofthe revenue receired and coilected by that
receiv'er during that financiai year.

The Principd Secretary in charge of the State Department of Agriculture is responsible for the
preparation and presentation of the Receiver of Revenue account, which gives a true and fairview of the
state of atlairs ot' the Rec:eiver oJ' Ret enue ibr anci as at the end of the financiai year ended on June 3 0,

2017. This responsibility iiicludes: (i) maintaining adequate financial managemenl arrangemei:rts and
ensuring that these continue to be effective throughout the reporting period; (ii) maintaining proper
accountrng records, which disclose with reasonable accuracy at any time the financial position of the
entity; (iii) desigring, implernenting and maintaining internal controls relevant to thc preparation and
fair prescntati.-rn of the fina::c;ai staternents, and ensuring that they aie ft'ee liom material
misstatements, u.hether due to error or fraud; (iv) safeguarding the assets of the State Deparhnent o.f

Agriculrure (v) sciccting and appll,ing appropriate accounting policies; and (vi) making accounting
estirnates that are reasonabic in rire circumstances.

The Princrpai Sccretary in charge o1'1he ,\tate Departmenl oJ'Agriculturc &cccpts responsibility for the
entitl;'5 Rcceit,er oi Ret,enua acLrounis. which have becn prepared on the Cash Basis Method of Financial
Reporturg, using appropllaie eccounting policies in accordance with Iniernational Pubiic Sector
Accounting Star:ciards (IPSAS)and relevant legal fi'arnework of the Gorernnient of Kenya .The
Principal Secretas is of the opin;on that the State Deparlment of Agriculture Re-,,enzre account gives a
true and lair i,ic.u of the Staic Depcrirnent of Agricuiture Retenue transactions during the financial
year endeci June -?Ll, 2017. an,l o1'1i:e entity'.s financial position as at that datc. The Pnncipal Secretan'
clrarge ol Stdte l.)e,';a:'iiiteiti ,:,i ;.?t iruiture fur1her confinrs the ccmpleten::r; c1'ti:e i,.ccouiitii-rg rccoi-ds
rnafurtained fiir tlie Receiver oJ Rcvenue, which harre been relied upon in the preparation of the Receit,er
oJ-Revenue account as weli as dre adequacy of the systems of intemal financral crrntroi.

The Prirrcittal Sec,',--tan in ,-:i131gs ,-,f ihe State Deportnxent of Agriculturc confimrs that the entitl, itas
cornplieci iui1y, .,,"ith appil'*i-ie (-ior erurment Rcgulations and the icl;s i;1' e xiernai finuici:ig
covenani:;l',r'hcri: .:;;rli, ai-ir:r. ;rd i:r;t ihe State Department o.[ Agric':r/1zllc irinCs rcceir,'ecj dul-rng thc
year unor'r'auijil r,.,cr, 'ureC [r,:'lhe i:iigible purposes firr rvhich they wclc jltcnded and v,rere rlr,-1]er"l..'

accountcc lbr'. lru;-,1 ,ll- iht' Pr-:;:cr1,ril Secretary confirnis tl"iat the ,gtatc ;)i:idririlent oJ' .,,1gt'iei:lt.ure

Revcnuc 3JC()li;ris lt,r\L' i-c.:'. :-:Lili::aC u-] a lor:u tiiat conrpiies u,ith re,.'':-rti aacoutliing Stlir,cial'ti:;
prescril-.ci! lr), ihc PirLli. Sr:lt,,i .r.'-,',:untillE Standa'ds Board of Keni'a.

Apprc-,,1,! of tlir: Ji.r:r'r r.ue Si:-r:,.n'ir'o-itr;

ihe ,.,,,1.,i,i:i.J,:,trli,r.r,.t- .)itiS ''.Ii., ,_..i l-i .. ,tu Ltl(-] Stir'lle(, i)'r,,,-, il .-i,-.,:i1;at 5eCl.r-1 :1. . : ai)'LCr-.t r13I' .r l
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REPUBLIC OF KENYA

t Telephone: +25 4-20-3 42330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL
REPORT OF THE AUDTTOR.GENERAL ON STATE DEPARTMENT OF
AGRICULTURE REVENUE STATEMENTS FOR THE YEAR ENDED 30 JUNE
2017

REPORT ON THE REVENUE STATEMENTS

Qualified Opinion

I have audited the accompanying State Department of Agriculture Revenue
Statements set out on pages 6 to 13, which comprise the statement of arrears of
revenue as at 30 June 2017, and the statement of receipts and transfers and
statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information
in accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for
Qualified Opinion section of my report, the revenue statements present fairly, in all
material respects, the arrears of revenue as at 30 June 2017, and financial
performance of the revenue of the State Department of Agriculture for the year
ended 30 June 2017, in accordance with lnternational Public Sector Accounting
Standards (Cash Basis).

Further, and as required by Article 229(6) of the Constitution, based on audit tests
performed and evidence obtained, except for the matters described in the Basis for
Qualified Opinion section of my report, nothing has come to my attention to cause
me to believe that public money has not been applied lav'rfully and in an effective
manner.

Basis for Qualified Opinion

1. Under-Declaration of Revenue

Records maintained at the National Cereals and Produce Board (NCPB), the
agency taxed with the responsibility of selling subsidized fertilizer on behalf of the
State Department of Agriculture, indicate that a total of Kshs.605,508,562 was
collected on sale of the subsidized fertilizer during the year under review. However,
only an amount of Kshs.439,300,200 was remitted to the State Department of
Agriculture and disclosed in the revenue statements for the year ended 30 June
2017. No reconciliation or explanation has been provided for the difference of

Report of the Auditor-Generul on thc Revenue Statements./br the year ended 30 June 20 17 - State
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Kshs.166,208,362. ln addition, no reason has been given for failure to remit to the
State Department of Agriculture the balance of Kshs.166,208,362.

2. Under-Collection of Revenue

The statement of comparison of budget and actual amounts indicates that the
State Department budgeted to raise Kshs.1 ,840,725,000 as revenue from sale of
subsidized fertilizer in 201612017 financial year. However, out of the estimated
receipts of Kshs.1,840,725,000, an amount of Kshs.439,300,000 (or about 24%)
only was collected. No explanation has been given in the notes to the financial
statements for failure to collect the entire estimated amount. ln addition, no
evidence has been provided to show that the State Department informed the
Cabinet Secretary in charge of Finance as required under Regulation 64 (2) of the
Public Finance Management (National Government) Regulations that, it was
experiencing difficulty in collecting revenues due to the National Government.

3. Presentation of the Revenue Statements

The revenue statements pages do not flow sequentially while others have either
been repeated or skipped contrary to the guidelines issued by the Public Sector
Accounting Standards Board. No explanation has been provided for this omission.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the State Department of
Agriculture in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, were of
most significance in the audit of the financial statements of the current year. Except
for matters described in the Basis for Qualified Opinion section, I have determined
that there are no Key Audit Matters to communicate in my report.

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
State Department's ability to sustain services, disclosing, as applicable, matters

Report d'thc Auditor-Gencrul on thc Revenua Slutentants./ir the vcar enclad 30.lune 20 l7 State
De pu rt me nt fi' A gric'ul t u re
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related to sustainability of services and using the going concern basis of
accounting unless the management either intends 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 State
Department's financial reporting process.

AuditorGeneral'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 Public Audit Act, 2015, and
submit the audit report in compliance with Article 229(7) of the Constitution of
Kenya. 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 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 this
Revenue Statement.

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 involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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 State Department's
internal control.

a

a

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

Rcport of thc Auditor-Genaral on the Revenue Stutemcnts /br the year ended 30 .lune 20la - State
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Conclude on the appropriateness of the management's use of the going
concern basis of accounting and based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the State Department's ability to continue to sustain its
services. lf I conclude that a material uncertainty exists, I am required to draw
attention in the auditor's report to the related disclosures in the revenue
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 State
Department to cease to continue sustaining its services.

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

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

Perform such other procedures as I consider necessary in the circumstances

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

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

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

Nairobi

23 February 2018

Report o/' the Auditrtr-Gcnerul on lhc Revenua Slutcntcnts /br thc yeur entlcd 30 June 2017 Stule
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STAl-I' DEPAR'I'MEN'I' OF AGRICULTURE
REVENUE STATEMTiN'I'S
I.-OR TIIE YEAR ENDED JUNE 30,2017

VI. SIGNIITICAN'TAC]COUNT'ING POLTCIES

The principlc accounting policies adopted in thc preparation of these revenue statements are set

oul bekxv:

1. Stalenrent of Cornpliance and Basis ofPreparation

'l-he revenue slatenrcnts have been prcparcd in accordance r.l'ith and complyrvith lnternational
Public Sector Accounting Standards (IPSAS) with particular emphasis on Cash Basis Financial
Reporling under thc Cash Basis of Accounting and relevant legal framework of the Government
of Kenya. 'fhe financial statements comply with and conform to the form of presentatiott
prescribt:d by thc Public Sector Accounting Standards Board of Kenya.

Thc financ ial statenicr.rts are presented in Kenya Shillings. which is the funclional and reporting
currcr)c)/ o1'the Statc Department o-f Agricrulture . Tbe accounting policies adopted have bcen
consistcntil,applicd to all the years presented.

'l'hc revcnue staten,ents have been prepared on the ca.sh basis following the Government's
standard chart of'act-ounts.The cash basis of accounting recognises transactions and events only
rvhen cash is reccivcd or paid by the State D,'partnxcnt of Agriculture.

2. Recognition of Reve nue

The State DepartmLnt of Agriculturereco3nises all revenues from the various sources wlren the
cvcnl occurs and thc related cash has actually been receivcd b1, the Stote Departmcnl oJ'

Agriculture

3. Budget

I'he budgct is der, ioped on the same accounting basis (cash basis), 1he same accounts
classification basis. .utd for the same period as the revenue statements. The revenue budget was
,ltprovcd as rcquir..',1 by Law and as detailer, in the Govcnu.ncnt of Keni,a Budget Printr..-t

i:itimates. A high-1, ,'cl assessment of the revr:,ure's actual performance against the comparatrie
budget for the finan, ial year under review ha. br:en included as part of nott-s to these financtal
st;.tcntents.

4. ( ash and cash equivalcnts

r-'ash and cash equi,'rlents comprise cash on h. nd and cash al bank, shorl-terrn deposits on cr,.l

and highly liquid irir, slments with an original rnaturity of three months or less. which are readily
convstible to knour amounls of cash and a'e subjer:t to insignilic-anl risk ol changes in value.
Llank accouut balan, s irrclude amounts hcld a, the Central Bank o1'Kcnya.

Rcvenue in Arrcal":

'l'his relates tr) rcyerr c due and is yet to be r,.rceiyed or collccted b),the receirt.r 01'revenue.'i'he
levenue in arrears i rrs disclosed in thr' Statcrncnl o1'Rcvenurr in An'ears ur,der section IV of
thesefinancialstate il.r i rts.

5
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STATE DEPARI'MENT OF AGRICULTURE
REVENUE STATEMENTS
FOR THE YEAR ENDED JUNE 3O,2OI7

SIGNIFICANT ACCOUNTING POLICIES (Continucd)

7. Comparative Figures

Where necessary comparative figures for the previous financial year have been ame,nded or
reconfigured to conform to the required changes in presentation.

8. Subsequent Events

There have been no events subsequent to the financial year end vvith a significant impact on the
revenue statements for the year ended June 30, 2017.

9. Statement of Arrears of Revenue

The statement of arrears of revenue is not a requirement as per the IPSAS Cash Standard. 'l hc
IPSAS Cash Standard encourages disclosurc of accrual based balances since it's a transitional
standard to accrual basis of accounting. Thc PFN4 Act, 2012 section 82,2b and section 69(c) ol'
the PFM Regulations 2015 requires a Receiver of Revenue to prepare a statement on revenue of
alrears due but not yet collected at the end of the period. This statemcnt has been disclosed under
section [V of these financial statements.
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I STATI] DEPA.RTMENT OF AGRICULTURE
REVENUE STATEMENTS
I.'OR THE YEAR ENDED JTJNE 3O,2OI7

\r

\III. NOTES TO HE FINANCIAL STATEMENTS

1. RECEIPTS FROM SALE OF NON FINANCIAL ASSETS

Descri on 2016-2017
Kshs

Balance carried forward

During fie 2016-2017 FY NCPB Procured fertilizer and Sold to farmers at Subsidized
Prices.l'hc Statc Department of Agriculture refunded the subsidy component to NCPB hence
lessrevenue rvas collected by the Ministry.

The State Dcpartmenl generated Ksh.439,300,200.00against a budget of KShs 1.8 Billion
from Sales of Procurement of fertilizer from Women and Youth under AGPO.

The State Department was officialiy appointed as Receiver of Revenue in FY I 6/ t 7 hence no
comparative balances for FY 15ll5.

201*2016
Kshs

Receipts from the Sale of Subsidized
Fertilizer 439,300,200

Total Revenue 439,300,200

Balahce brought forward
Transfers to the Exchequer account

439,300,200
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VIII. PROGRESS ON FOI.,LOW UP OF AUDITOR RECON{MENDATIONS

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

N/A

The State Department of Agriculture did not have any prior year audit issues this being the first
rep

ffi+
Principai Secretary
Name: Dr.Rchardlr: siyampe (PhD)

Senior,\ssistant Accountant General
Namc:I'hilip M. Gathuya
ICPAK MA.tro:2501

N/A N/A N/A N/A N/A
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