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MINISTRY OF EAST AFRICAN COMMLINIITY, THE ASALS AND
REGIONAL DEVELOPMENT

STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY

ANNUAL REPORT AI\D FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR EI\DED

3OTH JUNE 2023

o

o Prepared in accordance with the Cash Basis of Accounting Method under the International Public Sector
Accounting Standards (IPSAS)
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l. Acronyms and Glossary of Terms

AIE

CFO

HAU

IPSAS

OCOB

OAG

PFM

EAC

ASALs

NCIP

NTBs

MSMEs

CET

MTEF

DRC

ArcFTA

OSBPs

Authority to Incur Expenditure

Chief Finance Officer

Head of Accounting Unit

International Public Sector Accounting Standards

Office of the Controller of Budget

Office of the Auditor General

Public Finance Management

East African Community

Arid and Semi-Arid Lands

Northern Corridor Integrated Projects

Non-Tariff Barriers

Micro Small and Medium Enterprises

Common External Tariff

Medium Term Expenditure Framework

Democratic Republic of Congo

African Continental Free Trade Area

One Stop Border Posts
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2. Key Entity Information and Management

(a) Background information

The Ministry of East African Community, The ASALs and Regional Development was established

through Executive Order No. I of 12th October,2022 following the reorganization of the Government

of the Republic of Kenya. The Ministry is mandated to deepen and widen East African Integration and

facilitate integrated basin-based and ASALs development for improved livelihoods. The Ministry has

two (2) State Departments namely; East African Community; and The ASALs and Regional

Development.

At the Cabinet level, the Ministry is represented by the Cabinet Secretary who is responsible for the

general policy and strategic direction of the Ministry. The Vision of the Ministry is to be a champion

in regional Integration and sustainable ASALs and basin-based development, whereas the mission is to

deepen and widen East African Integration, coordinate ASALs and integrated basin-based development

for improved livelihoods.

Specifically, the State Department for East African Community coordinates the Implementation of the

EAC treaty, EAC projects and programmes in Kenya as well as monitoring and evaluating the

implementation of Northern Corridor Integrated Projects (NCIP).

(b) Key Management

The State Department's day to day management is undertaken by the following key organs;

i. Senior Management Committee

ii. Ministerial Human Resource Advisory Committee

iii. Ministerial Tender Committee

(c) Fiduciary Management

The key management personnel who held office during the financial year ended 30th June 2023 and

who had direct fiduciary responsibility were:

o

a
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I Cabinet Secretary Hon. Rebecca Miano, MBS

2 Accounting Officer Abdi Dubat

Charity Chepkonga - BokindoJ Secretary Administration

Ruth Kibue4. Senior Deputy Secretary

Dr. Alice Yalla5 Integration Secretary

6. Chief Finance Office CPA Joseph Maina

7 Deputy Accountant General CPA Lucy Kamau

Dr. Judy Njeru8 Director, Human Resource Management

Julius Mwabu9 Director, Productive and Services

Benson Mapesal0 Director, Planning

Dr. Juma Wakhungull Director, Liaison Office

l3 D/Director Supply Chain Management Sebastian J. Mokua, HSC

(d) Fiduciary Oversight Arrangements

The key oversight arrangements of the State Department were undertaken through the established Audit

Committee. The Ministerial Audit Committee members were appointed on I't August 2020 ona3-year

renewable term. The committee is made up of 5 members namely;

l. Godfrey Kirema Mwika- Chairperson

2. Agnes Maina- member

3. Caroline Oduor- member

4. Albert Okiro- member

5. William Njuguna- member

The committee is responsible for the entire Ministry of East Africa Community and drives the

assessment of the performance of the head of intemal audit as well as examining internal and external

audit reports and recommendations after management response to ensure action is taken.
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(e) Entify Headquarters

Cooperative Bank House
l3m, l4m, and l6s - l9h Floor
Haile Selassie Avenue
P.O. BOX 8846-00200
NAIROBI, KENYA

Entity Contacts

Te lephone (25 4) -02-224 57 4 I / 22 I I 6 I 4

E-mail: ps@meac.go.ke

Website: www.meac.go.ke

(f) Entity Bankers (all banks)

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
NAIROBI, KENYA

(g) Independent Auditors
Auditor - General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO -00100
NAIROBI, KENYA

(h) Principal Legal Adviser

The Attorney General
State Law Office & Department for Justice.
Harambee Avenue
P.O. Box 40112
City Square 00200
NAIROBI, KENYA
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3. STATEMENT OF GOVERNANCE

The State Department for EAC is headed by the Principal Secretary who is'also the Accounting and

Authorized Officer. He is responsible to the Cabinet Secretary of the Ministry of East African

Community, The ASALs and Regional Development. The State Department has a technical arm headed

by the Integration Secretary and an administrative arm led by the Secretary Administration.

There is an established Senior Management Committee with membership drawn from heads of all

directorates. The Senior Management Committee oversees the running of the State Department on a

day -to day basis. Senior Management Committee meetings are held once every month.

Further there is an established Budget Implementation Committee that oversees the execution of the

budget. There is also in place a Ministerial Human Resource Advisory Committee that is chaired by

the Principal Secretary and draws its membership from heads of directorates with the Head of the

Human Resource Management Unit serving as its secretary. The Committee guides the State

Department on all matters relating to Human Resources

The oversight role is undertaken through the Audit Committee that was appointed in 2020 for a term

of 3 years and consists of 5 members whose main duty is to among others ensure compliance with

regulations.

The State Department facilitated one senior officer for a training on Senior Leadership Development

in the 2nd quarter of the financial year 2022123 as well as 6 other officers for short term courses.

In the FY 2022/23, public participation was undertaken through National Stakeholders Consultations

on the EAC Political Confederation Constitution across all the 47 Counties in May 2023 to obtain

citizens' views in line with the principle of people-cantered regional integration.
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4. STATEMENT BY TIIE CABINET SECRETARY

Hon, Rebecca Miano, MBS
Cabinet Secretary

Ministry of EAC, the ASALs and Regional Development

In the Financial Year 202212023, the State Department for East African Community implemented

programmes geared towards deepening and widening the Community's integration for improved

livelihoods of Kenyans. The programmes were anchored on key national priorities informed by the

ideals of Bottom-Up Economic Transformation Agenda (BETA).

The value of Kenyan exports to the EAC increased by 17.70 % from Ksh. 192.42 billion in 2021 to

Ksh.226.48 in the year 2022. This notable spike is attributed to increased bilateral meetings between

Kenya and EAC Partner States during which several emerging Non-Trade Barriers (NTBs) were

identified and resolved. It is worth noting that the EAC is Kenya's largest export market. Specifically,

major achievements were made in key pillars of the Bottom-Up Economic Transformation Agenda as

enumerated below.

With regard to agriculture and enhanced food Security, the State Department coordinated and

participated in the development of the following EAC instruments; EAC Regional Food Security

Report and Bulletin, EAC Mutual Recognition Mechanism and Procedures for Registration of Plant
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Pest Control Products, EAC Guidelines of Pest Control Products for Plant Emergency Response and

EAC Animal Health Measures for Mammals, Birds and Bees.

In a bid to enhance market access to the EAC and other third-party markets, the State Department co-

ordinated and participated in the development of a regional E-Commerce Strategy which was adopted

by the EAC Council of Ministers and its implementation expedited through the establishment of both

national and regional EAC E-Commerce Engagement Platform. In addition, the online Non-Tariff

Barriers (NTBs) reporting, monitoring and elimination mechanism has been established to ease

identification and removal of NTBs. On the continental scene, Kenya participated in the AfCFTA

Guided Trade Initiative in October, 2022whichserved as a gateway to encourage continued trade under

the AfCFTA. The State Department further coordinated participation of a team of 348 Kenyan MSMEs

exhibitors in the 22nd EAC MSMEs Trade Fair, held in December,2l22 in Uganda during which public

awareness was created on trade and investment opportunities available in the region.

To improve Universal Health Coverage, the State Department participated in the National High Level

Dialogue on Domestic Resource mobilization for sustainable Health Financing in June 2023. The State

Department also coordinated and participated in the development of the first ever Digital EAC Regional

Integrated Health Scorecard Framework that receives quarterly routine reports based on (institutional)

data and population based (survey) data from all Partner States.

The State Department also coordinated and participated in the harmonization of EAC Partner States

Education and Training Curricula, Examination Structures and Frameworks for Certification and

Accreditation to facilitate the mobility of staff and students across the EAC Partner States and create

employment. At the same time, the State Department coordinated and participated in the development

and validation of the Social Security Benefits in the EAC that mostly enhances movement of young

people seeking both employment and opportunities to express their talent within the EAC region.

Towards peace and security, a peace caravan and peace conference for border communities around the

Tri-junction of Kenya, Uganda and South Sudan was undertaken. The State Department also

coordinated and participated in the 3'd Nairobi Round of the Inter Congolese dialogue that assessed the

progress made in securing sustainable peace in eastern DRC. Additionally, on political dialogues, a
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National Stakeholders' Consultations forum on the EAC Political Confederation Constitution was held

over and above, a national consultative meeting to review and generate Kenya's new areas for the EAC

Common Foreign Positions.

Finally, on conservation of the environment and natural resources, the State Department jointly with

the United Republic of Tanzania participated in conservation-related activities of the Trans-boundary

Mara River in Nakuru County. Besides, the State Department coordinated and participated in the

establishment of the East African Mountain Stakeholders Platform (EAMSP) and the guiding Action

plan for the sustainable management of the East African mountain ecosystem as well as the

development of the project proposal for the implementation of the EAC Integrated Water Resource

Management (IWRM) Strategy.

For Kenyans to optimize the benefits of the EAC Integration, the State Departrnent endeavours to

engage as many Kenyans as possible in discovering opportunities available in the region through

strengthened coordination and scaled up interventions targeting women, youth and MSMEs. The State

Department continues to prioritize research on suitable, easy to incubate and expandable value chains

for each major point of entry. Further, a reengineered engagement strategy for the EAC will be

implemented focusing on closer and trusted working relationships with EAC Partner States for warmer

relations.

I wish to thank all the staff in the State Department for diligently working towards implementing our

policy, agreed upon perforrnance contract and annual work plan targets. The State Department remains

committed to optimizing the resources available against numerous competing needs so that regional

integration may continue to contribute to the economic growth and improved standards of living as

enshrined in our vision statement of "deepening ond widening EAC integration for sustainable

Development and Improved Livelihoods for all Kenyans".
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On behalf of the Ministy, I thank the Govemment of Kenya for the supporting strategic interventions

aimed at implementing the EAC treaty, projects and programmes in Kenya that aim at accelerating tho I

integration of the region.

arlD? I &oJ3Signed Date......

Hon Rebecca Miano, MBS
Cablnet Secrctery
Mhbtry of EAC, the ASALs and Regional Dwelopment
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5. STATEMENT BY THE PRINCIPAL SECRETARY / ACCOUNTING OFFICER

Abdi Dubat

Principal Secretary
State Departmentfor East African Community

In the Financial Year 202212023, the State Department had an approved budget of Ksh. 775.86 million

for recurrent expenditure. During the year, the State Department did not have a development budget.

The approved budget was to execute the programme on East African Affairs and Regional Integration

whose desired outcome is an integrated EAC region and improved socioeconomic atmosphere for the

benefit of all Kenyans. The programme was four-pronged with the following components; The East

African Customs Union, The East African Common Market, The East African Monetary Union and

General Administration and Planning and Support Service.

202212023 Budget Execution by programmes and Sub-Programmes

*Sub programme 5 and 6 were moved during the reorgoniwlion of government

o

o

I

h

Sub Programme Name Approved
Budget

Actual
Expenditure

Variance o//o

Expenditure

I EAC Customs Union 20,745,835 20,377,336 368,499 98o/"

, EAC Common Market 413,774,167 411,433,971 2,280,196 99o/o

3. EAC Monetary Union 25,872,661 25,697,550 I 75 I I I 99Yo

4. General Admin and

Planning

244,726,913 236,033,084 8,693,829 960h

5. KESSULO 3L,245,510 29,831,828 1,413,682 950h

6. Business Reforms 39,554,914 38,771,972 782,942 980h

Total 775,860,000 762,145,741 13,714,259 g8.h

a
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2022123 Budget Execution by Sub Programmes-Approved Budgets

244.73

lCustoms Union

lCommon Market

I Monetary Union

EAdmin&Planning

I Business Reforms

I KESSULO

The East African Common Market was allocated the largest share of the budget, itself, an indication of

the Government's keen focus on ensuring that the Partner States' markets are integrated into a single

market with free movement of capital, labour, goods and services.

2022123 Actual Expenditure by sub programmes

Expend iture(M illions)

29.g 20.4

38.8

o

o

o
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o. Customs Union

Administration

r Common Market " Monetary Union

r Business Reforms r KESSULO
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FY 2022123 Statement of Budget Execution -Recurrent Expenditure (Millions)

Summary of Key Achievements during the Financial Year 202212023

During the period under review, the State Department realized tremendous progress under EAC's
regional integration initiatives. Several programmes were implemented across EAC integration pillars
namely; EAC Customs Union, EAC Common Market, EAC Monetary union and EAC Political
Federation.

The achievements recorded as a result are as follows:

A. EAC Customs Union

Coordinated the implementation of the EAC Common Extemal Taritr (CET) version 2022,

which came into effect fiom I't Ju1y,2022. The new EAC CET 2022 is a 4-band tariff structure

that protects local industries to catalyse growth, promote value addition in the manufacturing

sector and increase competitiveness of manufactured products.

Coordinated and participated in the establishment of the online Non-Tariff Barriers (NTBs)

reporting, monitoring and elimination mechanism that enables the cross-border traders to report

in a timely manner any emerging trade barrier for resolution by the NTB national and regional

monitoring committees, thereby increasing intra-EAC trade.

Coordinated and participated in the development of the EAC regional E-Commerce Strategy

which was adopted by the EAC Council of Ministers in July 2022. The strategy not only

addressed gaps and opportunities in key policy areas poised to boost intra-EAC outcomes such

as regulatory frameworks, trade logistics/facilitation, payment systems, skills development,

MSMEs and gender issues, but also the African Digital Trade which have a bearing on future

trade challenges and trends.

o
)

I
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2.

3.

a

Item Final Approved
Estimates

Actual
Expenditure

Variance Utilization

Compensation of Employees 323,100,000 320,775,r77 2,324,823 99%

Use of goods and Services 342,410,195 339,830,599 2,579,596 99%

Social Security Benefits 36 000 000 35,718,266 281,734 99%

Acquisition of Assets 74,349,805 65,821,699 8,528,106 89%

Total 775,860,000 762,145,741 13,714,259 98'h

XV
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6.

7

8

9

B. EAC Common Market

5.

Coordinated Kenya's participation in the 22'd EAC MSMEs Trade Fair, held in December 2022

where a total of 348 Kenyan MSMEs drawn from manufacturing, agribusiness, trade, handcrafts

and textile sectors participated.

Coordinated and participated in the AfCFTA Guided Trade Initiative in October,2022 which

served as a gateway to encourage continued continental trade. The initiative enhances multiplier

effect and increased opportunities for SMEs, Youth and Women in trade and ultimately

sustainable and inclusive economic development.

Participated in the National High-Level Dialogue on Domestic Resource mobilization for

sustainable Health Financing towards Universal Health Coverage in June 2023.

Coordinated and participated in the development of the first ever Digital EAC Regional

Integrated Health Scorecard framework set up to track the utilisation of resources allocated for

delivery of healthcare services for accountability purposes.

Coordinated and participated in the harmonisation of EAC Partner States Education and

Training Curricula, Examination Structures and Frameworks for Certification and

Accreditation. This initiative facilitates the mobility of staff and students across the EAC

Partner States and creates employment for staff and TVET graduates.

Coordinated and participated in the development and validation of the Social Security Benefits

in the EAC to enhance movement of especially young people seeking both employment and

talent expression within the EAC Region.

Coordinated and participated in development of policies geared towards enhanced food security

such as the EAC Mutual Recognition Mechanism and Procedures for Registration of Plant Pest

Control Products, EAC Guidelines of Pest Control Products for Plant Emergency Response and

the EAC Animal Health Measures for Mammals, Birds and Bees.

Coordinated and participated in activities for conservation of the Trans-boundary Mara River

in Nauru County.

Participated in a regional Capacity building workshop fbr Partner State experts to enhance their

knowledge and skills in climate finance negotiation skills, climate finance access skills,

o
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o
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o
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proposal development and access requirements for international climate finance in May 2023

in Arusha, Tanzaria

f 0. Participated in the development of the project proposal for the implementation of the EAC

Integrated Water Resource Management (IWRM) strategy during the meeting held in May

2023.

C. EAC Monetary Union

In a bid to lobby other EAC Partner States to support Kenya's intent to host the East African Monetary

Institute (EAMI), a Cabinet Subcommittee was established to undertake diplomatic engagements across

the EAC region to seek their support.

D. Political Confederation

I Undertook an experts' field visit to the Kenya-Uganda-South Sudan Border (tri-junction) in

October 2022 to assess the existing border issues on peaceful co-existence among border

communities.

Coordinated and participated in a peace caravan and a peace conference for border communities

around the tri-junction of Kenya, Uganda and South Sudan comprising the Ateker communities

of Toposa, Karamoja and Turkana in June 2023.

Coordinated and participated in the l3th EAC Command Post Exercise (CPX) USHIRIKIANO

IMARA 2023 inJvne2}23,which enhances the region's capacity to deal with complex security

challenges.

Held the 33'd Nairobi Round of the Inter Congolese dialogue that assessed the progress being

realised in securing sustainable peace in eastem DRC.

Undertook National Stakeholders' Consultations on the EAC Political Confederation

Constitution across all the 47 Counties in May 2023 to obtain citizens' views in line with the

principle of people-centred regional integration.

Held a national consultative meeting to review and generate Kenya's new priorities for the EAC

Common Foreign Positions in December 2022 to project and promote Kenya's foreign policy

pillars.

3.

6.
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7 Coordinated and participated in the development of EAC diaspora policy and plan of action in

February 2023 for a robust regional framework of collaboration with the diaspora.

Emerging Issues

The Russian-Ukraine conflict has occasioned major supply chain disruptions leading to rising

commodities and energy prices.

Peace and security challenges with the admission of DRC in the EAC.

Negotiations for the admission of the Federal Republic of Somalia (FRS) to the EAC.

Establishment of new EAC institutions, which require contributions from the Partner States.

Negotiations on the African Continental Free Trade Area (AfCFTA), UK with the EAC.

ll

Inadequate funding to the State Department that hinders implementation of key regional

integration goals. This has not only negatively affected Kenya's engagements within the EAC

but also led to low levels of awareness on regional integration's potential opportunities and

benefits. Further, the State Department has not been able to adequately undertake research for

evidence-based engagements within the EAC.

Re-occurrence and emergence of new NTBs, and restrictive use of rules of origin continue to

be detrimental to the free flow of trade.

Inadequate legal and institutional reforms across the EAC Partner States necessary for the

implementation of the Common Market Protocol.

Slow process in finalizing EAC negotiations due to barriers occasioned by the principle of

consensus and sovereignty ofPartner States.

a

ll.

iii.

iv.

o

a

a

a
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Implementation Challenges, Recommendations and Way Forward

A. Challenges

Despite the tremendous achievements in deepening and widening EAC integration, the State

Department encountered several challenges in the course of executing its mandate. These included:

a
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v. Delays in the ratification of the EAC protocols such as Foreign Policy Coordination,

Environment and Natural Resources Management and by implication the delayed

implementation of the provisions therein. This has restricted the operational space necessary for

the region's response interventions.

vi. Re-emergence of unilateralism and protectionist policies.

vii. Lack of Partner States' commitments to implement decisions and directives of the community.

viii. Donor dependence on most of the EAC projects and programmes leading to non-

implementation of planned activities.

B. Recommendations

Increased budgetary allocations. There's need to engage and lobby the National Treasury and

the relevant Parliamentary Departmental Committee for increased funding to the State Department.

Further, as champions of regional diplomacy there is need for engagements for the placement in

more suitable MTEF sector group for increased funding.

Enhanced funding for reseprch and innovation. The State Department in collaboration with key

stakeholders to continue prioritising funding for the establishment of think tanks to reinforce

research and innovation. This would enhance an evidence-based engagement on matters relating to

regional integration.

Enhanced national targeted outreach engagements including Members of Parliament, County

Government executive and legislators, private sector and civil society to increase awareness on

opportunities available in the EAC among Kenyans.

There is need for increased bilateral engagements under the Joint Permanent Commissions and

Joint Technical Committees to enhance more cordial bilateral trade relations and reduced non-tariff

barriers.

Fast-track the Negotiations and conclusion of Free Trade Agreements to increase market access

for the Kenyan goods and services as well as the establishment of MSME trade and investment

accelerators in Partner States to promote and expand market access for Kenya's products in the

EAC market
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oWAY FORWARI)

The State Department remains committed to maximizing the benefits of regional integration for all

Kenyans. The key focus will be strategies geared to spur greater uptake of intra EAC trade including

capacity building for MSMEs and cross border traders, enhancing the operational efficiency of regional

integration centres as well as developing value regional value chains.

The State Department will continue projecting Kenya as a regional anchor state by leading efforts to

advocate for greater regional peace, security and stability as well as coordinating efforts for better

management of trans-boundary resources.
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6. STATEMENT OF PERFOR]VIANCE AGAINST PREDETERMINED OBJECTIVES FOR

THE FY 202212023

Section 8l(2) f of the Public Finance Management Act, 2012 requires that, at the end of each financial

year, the accounting oflicer when preparing financial statements of each National Govemment entity

in accordance with the standards and formats prescribed by the Public Sector Accounting Standards

Board includes a statement of the national governments entity performance against predetermined

objectives.

The Key development objectives of the State Department for East African Community 2018'2022

Strategic Plan were to:

Coordinate Implementation of the EAC Pillars of integration

Coordinate National Consultations and engagement of stakeholders on EAC

Strenglhen the coordination and participation in the formulation and implementation of EAC

Upscale nationwide publicity and advocacy on EAC integration

Progress on attainment of Strategic development objectives

In implementing and cascading the State Departments development objectives to specific sectors all

objectives were made smart, measurable, achievable realistic and time bound and from the same

outcomes were developed. Attendant indicators were identified for monitoring and evaluation as shown

below:
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S&legic
Obitictive

Outcome Indicators Perforrnance

East
African
Affairs and
Regional
Integration

Enhanced and
effective of
stakeholder
consultations
and engagement
within EAC

Well-
coordinated
Stake holder
engagements

Approved
Strategy
Stakeholder
database

2 Stake holder
engagement
strategies
developed and
implemented
Stakeholder
database
reviewed and
updated

Strengthened
coordination
and formulation
of EAC policies
Decisions and
directives

Effective
policy
formulation

Country
position papers
and reports

Participated in
CET reviews,
EAMI Bills,
admission of
DRC Congo
into the EAC
among others

Need for further
investment as

negotiations as a
skill for delegations

Deepen and
widen
implementation
of the pillars of
EAC Integration

An
integrated
EAC
Economic
bloc

Reviewed
EAC acts,
Reports
No of OSBPs
operationalized
No of cross
border markets
established

The 4 band tier
CET was
reviewed,
One new OSBP
was
operationalized
Establishment
ofcross border
Markets was
established in
Busia

Lack of funding for
the 3 cross border
markets in Busia,
Taveta and Isebania

Need for
establishment of
trade accelerators
in EAC Partner
States

Comments

Need for continued
mapping of
stakeholders

Continued outreach
through
conferences and
dialogues
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7. MANAGEMENT DISCUSSION AND AIIALYSIS

Operational and Financial Performance of the State Department
The financial performance of the state Department over the last three years is shown in the following
table;a

)

a
)
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411.4

25.7
29.8
38.8
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Key Projects and Investments

The State Department did not receive any development budget over the last three financial years. This

is despite a directive of establishing cross Border Markets in Busia, Taveta and Isebania. Notably

however the process of establishment of the Busia Jumuiya Market kicked off with acquisition of land

13.1 22.8t4.5 23.6 20.7East African Customs Union

413.7 418.8 474.5423.1 475.3East African Common Market

25.9 t2.4 25.514.5 26.8East African Monetary union
47.1 3t.2 4t.5 45.641.5Kenya South Sudan Advisory Services
36.5 39.6 t7.t 35.6t7.7Business Transformation

244.7General Admin and plaruring

.\ppro\,'cci vs actual ?xpcnci iture 2020/21'
2022 I 2023
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in Busia County. Titling for the piece of land is ongoing. The cross border market will be a game

changer in enhancing access to EAC Markets for the majority at the bottom of the pyramid as it will

provide storage, information as well as capacity building for women and MSMEs along the borders.

The estimate cost of the construction of the 3 Cross border markets over the Medium Term is Kshs 5

billion.

Further in a bid to enhance access to EAC Markets the State Department will establish EAC MSME

Trade accelerators in Capital Cities of Partner States to incubate MSMEs in those countries. The State

Department further seeks to open more points of entry within the region to maximize Trade and

Investment opportunities in the region

The HoroHoro OSBP -There is need for investments in more points of entry
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8. ENVIRONMENTALAND SUSTAINABILITYREPORTING

The State Department for East African Community vision is anchored on improved livelihoods for all

Kenyans. This is what guides delivery of the State Departments strategy which is founded on three (3)

pillars; Customer focus, delivery of goods and services and improved operational efficiency/excellence.

a) Sustainability Reporting
The State Department for East African Community is mandated to coordinate the implementation of

the EAC Treaty and Kenya's participation in the EAC Integration agenda to for sustainable

development and improved livelihoods. In undertaking its mandate, the State Department incorporated

the Sustainable Development Goals, the agenda 2063 as well as the EAC Vision 2050.The State

Department coordinated and participated in activities that enhance sustainability including the

Conservation of Trans-boundary resources, the coordination of development of proposals for

Implementation of Integrated Water Management Strategies as well as management of the Mountain

Eco system.

b) Environmental Performance
The State Department jointly with the United Republic of Tanzania coordinated stakeholders to

participate in activities for conservation of the Trans-boundary Mara River at Kiptaragon Technical

Vocational College in Olenguruone, Kuresoi South Sub- County of Nakuru County on 15th September

2\22.Activities involved tree planting within the Mara catchment. The Mara River Basin is a Trans -
boundary resource and a biodiversity hotspot of international importance. Currently it is threatened by

multiple challenges including habitat modification and fragmentation, deforestation reduction in

vegetation cover among others hence the need for continued conservation.

The State Department coordinated and participated in the COP-27 Conference session which was

held from 6th -13th November 2022in Sharm El-Sheikh, Egypt.

The State Department also participated in the establishment of the East African Mountain Stakeholders

Platform (EAMSP) and the guiding Action plan for implementation of the EAC mountain agenda to

contribute to the sustainable management of the East African mountain ecosystem.

Further the State Department Participated in the development of the project proposal for the

implementation of the EAC Integrated Water Resource Management (IWRM) Strategy in May 2023.
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c) Employee welfare

The State Department provided learning opportunities to a total of 62 staff drawn from various cadres

through training. Two staff were facilitated to attend long term courses whereas 6 attended courses

lasting less than 6 months. A total of 54 officers were sponsored for group training. In a bid to fill the

staffing cadres in the technical cadreslS officers were recruited and duly deployed to the Northern

Corridor Unit. Further 24 shortlisted candidates were interviewed for roles in various integration

directorates by the State Department.

All staff set their targets on the Staff Perfonnance Appraisal System and the processes of appraisal is

ongoing.

d) Operational Practises

The State Department has proactively adopted an open, inclusive and transparent operational practise

with both the internal and external customers. Internal operational efficiency is enhanced through issue

specific committees that are inclusive in nature with precise terms of references as well as clear

timelines.

The State Department equally has a clear interactive channel with the other stake holders through

official communication channels like the Ministerial website as well as defined complaints handling

mechanisms.

e) Community engagements

The State Department:

i. Undertook a National Stakeholders 'Consultations on the EAC Political Confederation

Constitution across all the 47 Counties in May 2023 to obtain citizens' views in line with

the principle of people-centred regional integration.

ii. Undertook an Experts Field visit to the Kenya-Uganda- South Sudan Border (tri-junction)

in October 2022 to assess the existing border issues on peaceful co-existence among border

communities

iii. Undertook training of cross border women Traders in Kisumu County in the Second Quarter

on EAC Trade.
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9. STATEMENT OF MANAGEMENT RESPONSIBILITIES

Section 8l (l) of the Public Finance Management Act, 2012 requires that, at the end of each financial

year, the Accounting Officer for a National Government Entity shall prepare financial statements in

respect of that entity. Section 8l (3) requires the financial statements so prepared to be in a form that

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

Board of Kenya from time to time.

The Accourting Officer in charge of the State Department for East African Community is responsible

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

of the state of affairs of the entity for and as at the end of the financial year (period) ended on June 30,

2023. This responsibility includes: (i) maintaining adequate financial management arrangements and

ensuring that these continue to be effective throughout the reporting period, (ii) maintaining proper

accounting records, which disclose with reasonable accuracy at any time the financial position of the

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

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

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

and applying appropriate accounting policies, and (vi) making accounting estimates that are reasonable

in the circumstances.

The Accounting Officer in charge of the State Department for East African Community accepts

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

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

Sector Accounting Standards (IPSAS). The Accounting Officer is of the opinion that the State

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

financial year ended June 30, 2023, and of the entity's financial position as at that date. The Accounting

Oflicer in charge of the State Department for East African Community further confirms the

completeness of the accounting records maintained for the State Department, which have been relied

upon in the preparation of the entity's financial statements as well as the adequacy of the systems of

intemal financial control.
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The Accounting Offrcer in charge of the State Department for East African Community confirms that

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

covenants (where applicable), and that the entity's funds received during the year under audit were used

for the eligible purposes for which they were intended and were properly accounted for. Further the

Accounting Officer confirms that the State Department's 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

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

2l {oc{ 2023.

e: Abdi Dubat Name: Lucy Kamau
Head of Accounting Unit
ICPAK M/I'{o. 8513

Accounting Officer
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REPUBLIC OF KENYA

OFF!CE OF THE AUDITOR.GENERAT

E n h a n c' i n g A c c' o u n t a b i I i ly

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box joo84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON THE STATE DEPARTMENT FOR EAST
AFRICAN COMMUNITY FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of State Department for East
African Community set out on pages 1 to 26, which comprise of the statement of financial

Report of the Auditor-General on the Stqte Departmentfor East African Communityfor the year ended 30 June, 2023



assets and financial liabilities as at 30 June, 2023, and the staternent of receipts and
payments, statement of cash flows, statements 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 lhe
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. ! 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, the financial statements present fairly, in all material respects, the financial
position of State Department for East African Community as at 30 June, 2023, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). ! am independent of the State Department for East African
Community 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 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 matter described in the Basis for Conclusion on LaMulness 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 Conclusion

Pending Accounts Payable

As disclosed in Note 15.2 to the financial statements, pending accounts payables
amounted to Kshs.74,014,128 as at 30 June, 2023 including an opening balance of
Kshs.13,818,936 accrued in the previous years with some dating as far back as
201 512016 financial year.

Report of the Auditor-General on the State Departmentfor East African Communityfor the year ended 30 June, 2023
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No explanation was provided for non-payment of the pending bills before the end of the
financial year. This is contrary to Regulation, 42 (1)(a) of the Public Finance Management
(National Government) Regulations, 2015 which states that debt service payments shall
be a first charge in the Consolidated Fund and the Accounting Officer shall ensure this is
done to the extent possible that the government does not default on debt obligations.

ln the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSA! 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 are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7 (1)(a) of the Public Audit Act, 2015, except for the matter
described in the Basis for Conclusion on Effectiveness of lnternal Controls, Risk
Management and Governance section of my report, I confirm that, nothing else has come
to my attention to cause me to believe that internal controls, risk management and
governance were not effective.

Basis for Conclusion

Variance between the Approved Staff Establishment and ln-post

Review of the State Department's organizational structure and staff establishment
revealed that, the approved staff level was two hundred and thirty-four (234) members
staff, while the current staff holding substantive posts in various departments were one
hundred and fiftytwo (152) leading to overall under-establishment of eighty-two (82)
positions. However, within some departments there was overstaffing by forty-one (41)
staff members.

ln the circumstances, the State Department may not achieve its optimal performance
while the overstaffing may lead to underutilization of staff potential.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report of the Audilor-General on the State Departmentfor East African Community for the year ended 30 June, 2023
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Responsibilities of Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing the State
Department's ability to sustain its services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the State Department or 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 State Department's
financial reporting process, reviewing the effectiveness of how the Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-Generat'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

Report of the Auditor-General on the State Department for East African Community for the year ended 30 June, 2023
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compliance with the authorities that governJhem 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 governance processes and systems in
accordance with the provisions of Section 7 (1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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.

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 applicable 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 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 State
Department to cease to continue to sustain its services.

Report of the Auditor-General on the State Department for East African Community for the year ended 30 June, 202 3
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a Evaluate the overall presentation, structure aneJ 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 State Department 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.

FCP CBS
AUDITOR.GENERAL

Nairobi

19 January,2024

Report of the Auditor-General on the State Departmentfor East African Communityfor the year ended 30 June, 2023

6

a



o

o

\

STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)
Annual Report ond Financial Statementsfor the year ended 30th June 2023

n

o

n

a
1

11. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 3OTH

JLItlE,2023

The accounting policies and explanatory notes to these financial statements form an integral part of
the financial statements. The entity financial statements were approved on 9t lO4 2023and
signed by:

ame: Abdi Dubat Name: Lucy Kamau
Head of Accounting Unit
ICPAK Mflrlo.8513
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Receipts

608.257.880
Exchequer Releases I

775.859,954

Total Receipts
775,859,954 608r57,880

Payments

Compensation of Employees 2
320.775.177 277.828.600

Use of Goods and Services J
339.830,599 307.610.1l9

Other Grants and Transfers 4
l r.000.000

Social Security Benefits 5
35.718.266

Acquisition of Assets 6
6s.821.699 9.742.516

606,181,235Total Payments 762,145,741

Surplus/(Deficit)
13,714,213 2,076,645

Accounting Officer
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Financial assets

Cash and cash equivalents

7A 2,166,440Bank balances 17,926.869

Cash balances 7B 1,285,203 116,247

Total cash and cash equivalents 19212,072 2282,687

Imprests and advances 8 2,775,716

Total linancial assets 19212,072 5,058,403

Financial liabilities

Third party deposits and retention 9 2,605,895 745,204

Net financial assets 16,606,177 4)13,199

Represented by

Fund balance b/fivd. l0 4,313,199 2,255,619

Prior year adjustment ll (1,421236) (19,066)

Surplus/(Deficit )for the year 13,714,213 2,076,645

Net financial position 16,606,177 4313,199

12. Statement of Financial Assets and Financial Liabilities As at 30th June 2023

a

o

o
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The accounting policies and explanatory notes to these financial statements form an integral part of O

the financial statements. The entity financial statements were approved on 2r loq 2023 and
signed by:

ame: Abdi Dubat Name: Lucy Kamau
Head of Accounting Unit
ICPAK M/No.8513

Accounting Officer
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I3. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 36TUlgPg 2023

Operating Activities

Receipts

Exchequer releases I
775,859,954 608,257,880

Total Receipts
775,859,954 608,257,880

Payments

Compensation of employees 2 320,775,177 277,828,600

Use ofgoods and services 3 339,830,599 307,610,119

Other grants and transfbrs 4 I1,000,000

Soeial security benefits 5 35,718,266

Total Payment 696,324,042

Net receipts/(payments) 79,535,912

596,438,719

I1,819,161

Adjusted For:

Adjustments during the year

Prior year adjustments il (1,421,236) ( 19,066)

Decrease/(lncrease) in accounts
1)

recelvaDle
Increase/(Decrease) in deposits and

l1

'2,1 l5,l 16 (6U4, r y t.)

retenuon l roouroy I zo5,416

Net Cash Flew from Operating
Actlvltres 61,/)I,U6J ll,z59rJz4

r rvrrr rrrYvrLrrtS nvLrvrLrvJ

Annrricitinn nfqccpfc
6

Net Cash Flows from Investing
(o)ruz l,oyy) \y, I 42,) tO )

Actlvltles (6),U21,699) \9,142,) 16)
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1,516,808

Net increase in cash and cash

equivalents 16,929,385

765,879
Cash & Cash Equivalent at Start of

The Year
7

2,292,697

7
19,212,072 2,292,697

Cash & Cash Equivalent at End of
The Year

The accounting policies and explanatory notes to these financial statements form an integral
the financial statements. The eniity financial statements were approved on al /oT I ZO

signed by:

part of
23 and

Name: Lucy Kamau

Head of Accounting Unit

ICPAK MA[o.8513

Abdi Dubat

Accounting Officer
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15. NOTES TO THE FINANCIAL STATEMENTS

1. Statement of Compliance and Basis of Preparation

The financial statements have been prepared in accordance with Cash-basis Intemational Public

Sector Accounting Standards (IPSAS) as prescribed by the Public Sector Accounting Standards

Board (PSASB) and set out in the accounting policy note below. This cash basis of accounting has

been supplemented with accounting for; a) receivables that include imprests and salary advances

and b) payables that include deposits and retentions. The financial statements comply with and

conform to the form of presentation prescribed by the PSASB. The accounting policies adopted

have been consistently applied to all the years presented.

2. Reporting Entity

The financial statements are for the State Department for East African Community. The financial

statements encompass the reporting entity as specified under Section 8l of the PFM Act 2012.

3. Reporting Currency

The financial statements are presented in Kenya Shillings (Kshs), which is the functional and

reporting currency of the Government and all values are rounded to the nearest Kenya Shilling.
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SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out in this section have been consistently applied by State Department

for East African Community for all the years presented.

a) Recognition of Receipts
The State Department for East African Community recognises all receipts from the various sources

when the event occurs, and the related cash has been received.

(i) Transfers from the Exchequer

Transfers from the exchequer are recognizedin 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 State

Department for East African Community.

(ii) External Assistance

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

development partners. Grants and loans shall be recognized in the books of accounts when cash is

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

or by the beneficiary. In case of grant/loan 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. A similar recognition criterion is applied for loans received in

the form of a direct payment. During the year ended 30th June 2023, there were no instances of

non-compliance with terms and conditions which have resulted in cancellation of extemal

assistance loans.

(iii) Miscellaneous receipts

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

and sale of tender documents. These are recognised in the financial statements the time associated

cash is received.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Recognition of payments

The Entity recognises all payments when the event occurs, and the related cash has been paid out

by the State Department for East African Community

i) Compensation of Employees

Salaries and wages, allowances, statutory contribution for employees are recognized in the

period when the compensation is paid.

ii) Use of Goods and Services

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

paid for. Such expenses, if not paid during the period where goods/services are consumed,

shall be disclosed as pending bills.

iii) Interest on Borrowing

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

are paid for.

iv) Principal on borrowing

The repayment of principal amount of borrowing is recognized as payment in the period in

which the repayment is made.

v) Acquisition of Fixed Assets

The payment on acquisition of property plant and equipment items is not capitalized. The

cost of acquisition and proceeds from disposal of these items are treated as payments and

receipts items respectively. Where an asset is acquired in a non-exchange transaction for nil

or nominal consideration and the fair value of the asset can be reliably established, a contra

transaction is recorded as receipt and as a payment. A fixed asset register is maintained and

a summary provided for purposes of consolidation. This summary is disclosed as an

annexure to the financial statements.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

vi) In-kind contributions

In-kind contributions are donations that are made to the Entity in the form of actual goods

and-/or services rather than in money or cash terms. These donations may include vehicles,

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

contributions can be reliably determined, the State Department for East African Community

includes such value in the statement of receipts and payments both as receipts and as

payments in equal and opposite amounts; otherwise, the contribution is not recorded.

vii) Third Party Payments

Included in the receipts and payments, are payments made on the State Department for East

African Community's behalf to third parties in form of loans and grants. These payments

do not constitute cash receipts and payments and are disclosed in the payment to third parties

in the statement of receipts and payments as proceeds from foreign borrowings or grants.

c) 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 convertible to known amounts of cash and are subject to insignificant risk of changes

in value. Bank account balances include amounts held at the Central Bank of Kenya and at

various commercial banks at the end of the financial year. A bank account register is

maintained, and a summary provided for purposes of consolidation. This summary is disclosed

as an eulnexure to the financial statements.

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 refunding third party deposits and retentions. As of 30th June 2023, this amounted to Kshs

2,605,895 .l 0 compared to Kshs 7 45 ,204.1 0 in prior period as indicated on the annexure. There

were no other restrictions on cash during the year.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

d) Imprests and advances

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

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

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

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

imprest or Authority to lncur Expenditure (AIE) holders. This is an enhancement to the cash

accounting policy. Other accounts receivables are disclosed in the financial statements.

e) Third party deposits and retention

For the purposes of these financial statements, deposits and retentions held on behalf of third

parties have been recognized on an accrual basis (as accounts payables). This is in recognition

of the goverrrment practice of retaining a portion of contracted services and works pending

fulfilment of obligations by the contractor and to hold deposits on behalf of third parties. This

is an enhancement to the cash accounting policy adopted for National Government Ministries

and Agencies. Other liabilities including pending bills are disclosed in the financial statements.

f) Pending Bills

Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted

goods or services during the year or in past years. As pending bills do not involve the payment

of cash in the reporting period, they recorded as 'memorandum' or 'off-balance' items. When

the pending bills are finally settled, such payments are included in the Statement of Receipts

and Payments in the year in which the payments are made.

g) Budget

The budget is developed on a comparable accounting basis (cash basis except for imprest and

deposits and retentions, which are accounted for on an accrual basis), the same accounts

classification basis, and for the same period as the financial statements. The original budget

was approved by Parliament in June 2022 for the period I't July 2022 to 3dh June 2023 as
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required by Law and there were2 number of supplementary adjustments to the original budget

during the year.

A comparison of the actual performance against the comparable budget for the financial year

under review has been included in the financial statements. Government Development Projects

are budgeted for under the MDAs but receive budgeted funds as transfers and account for them

separately. These transfers are recognised as inter-entity transfers.

h) Comparative Figures

Where necessary, comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

D Subsequent Events

There have been no events after the financial year end with a significant impact on the financial

statements for the year ended 30th June,2023.

j) Prior Period Adjustment

During the year, errors that have been corrected are disclosed under note I I explaining the

nature and amounts.

k) Related Party Transactions

Related party means parties are related if one party has the ability to:

a) Control the other party or

b) Exercise significant influence over the other party in making financial and operational

decisions, or if the related party entity and another entity are subject to common control.

Related party transaction is a transfer of resources of obligations between related parties regardless

of whether a price is charged.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

l) Contingent Liabilities

A contingent liability is:

a) A possible obligation that arises from past events and whose existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not

wholly within the control of the entity; or

b) A present obligation that arises from past events but is not recognised because:

i) It is not probable that an outflow of resources embodying economic benefits or

service potential will be required to settle the obligation; or

ii) The amount of the obligation cannot be measured with sufficient reliability.

Some of contingent liabilities may arise from: litigation in progress, guarantees, indemnities.

Letters of comfort/ support, insurance, Public Private Partnerships, The entity does not recognize

a contingent liability but discloses details of any contingencies in the notes to the financial

statements unless the possibility of an outflow of resources embodying economic benefits or

service potential is remote.
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NOTES TO THE FINANCIAL STATEMENTS

I Exchequer releases

The amount of budgeted excheqaer as per the approved estimates for the Jinancial year

amounted to Kshs 775,859,954 which omounts to 100% of the exchequer received.

2 Compensation to Employees

The expenditure decrease on basic salaries is due to the transfer of KESSULO from the

state department, the end of the contractfor the CAS, driver and PA attached to the ofice
and a 50% salary bonus paid in the Jinancial year 2021/22 for good performance.

The expenditure increase on personal allowances is due to car grant bene/itfor EALA (K)

Chapter members, amounting to Kshs. 71,500,000

o
)

a

o

)

o

o

a

775,859,954 608r57,880Transfers from Exchequer

775,859,954
608,257,880Total

144,522,679 175,512,684
Basic salaries of permanent employees

Basic wages of temporary employees

176.252.498 102.135.916Personal allowances paid as part of salary

180.000Personal allowances paid as part of salary

277,828,600320,775,177Total

o
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 Use of Goods and Services

The increased budget allocation affected the calendar aclivities during the period under
review, with moximum participation in the EAC meetings.

o

o

o

a

o

o

o

o

Communication, supplies and services
7.537.915 8.958.463

Domestic travel and subsistence 42,986,807 47,700,584

Foreign travel and subsistence 106,048,589 66,358,032

Printing, advertising and information supplies &
services

4,326,175 6,999,235

Rentals of produced assets
116.069.759 t13.174.229

Training expenses 1.403.9t7 1,627,764

Hospitality supplies and services 30,143,680 27,972,893

Specialized materials and services
326.589 698,400

Oflice and general supplies and services 8,687,793 6,979,011

7,4ll,l3l 9,547,112Fuel Oil and Lubricants

Other operating expenses
9.831.764 r 1.050.626

4.610.639 5.048.658

Routine maintenance - vehicles and other transport
equipment

Routine rnaintenance - other assets
445.841 1.495.t12

339,830,599 307,610,119Total

t6
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Notes to the Financial Statements (Continued)

4 Other Grants and Transfers

The other grants and tronsfers related to south Sudanese students under the KESSULO
prugramme, which was transferredfrom lhe state departmcnt in the period under review

5 Social Security Benefits

The social security payments are gratuity payment to employees on contract

?

a

o

o

a

o

Scholarships and other educational benefits
I1,000,000

11,000,000Total

8,266135,7 |
Govemment pension and retirement benefits

35,718,2661Total

t7
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Notes to the Financial Statements (Continued)

6. Acquisition of Assets

The expenditure increased due lo increase in budget allocated

7 Cash and Bank Accounts

o

O

o

OI

I

I

I

o

o

o

o

Refurbishment of Buildines
27,585,981

Purchase of Vehicles and other Transoort Eouioment
16,270,000

Purchase of Office Furniture and General Eouioment
11,345,218 7,303,088

Purchase of Soecialized Plant. Equipment and Machinery 8.975.300 356.480
Research, Studies, Project Preparation, Design &
Supervision 1.645.200 2.082.948

Subtotel 65,821,699 9,742516

Bank Accounts (Note 7 A) 17,926,869 2,166,440

Cash on hand (Note 7 B) 1,285,203 116,247

Total 19,212,072 2282,687

l8
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o STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)

Annual Report and Financial Statementsfor the year ended 30th June 2023

It

o

lt

o
)

7A: Bank Accounts

78: Cash on hand

Detailed Cash is as follows:

Cash in Hand includes CBK Kshs.700,000for ofrice use processed but not withdrawn

o
)

,

a

)

o

o

a

a

1,465,141

Central Bank of
Kenya, 1000384778

Kshs Recurrent 15,320,973

2,605,895 701,299

Central Bank of
Kenya,
1000384794- Kshs Deposit

17,926,869 2,166,440Total

116,247
Cash in hand - Held in domestic cturency

1,285,203

r28s203 tL6247
Total

58s.203 n6.247
Headquarters, Cooperative house, Cash office

Central Bank ofKenva. 1000384808
700,000

1,285r03 116,247Total

l9
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2,703,529
Govemment Imprests

72,187
Salary Advances

2,775,716
Totol

8: Imprests and Advances

Imprests and Advances Aging Analysis.

9. Third Party Deposits and Retention

The third-party deposits of Kshs 25,547 are balances in deposit accountfor COMESA RIIP
funds. The amount of Ksh.2,580,348 is 10% retentions heldfor ofrice building renovations by
Mogson Kenya Limited as per the contract amounting to 25,803,480.80.

O

o

a

t

a

t

a

a

100%Under one year

l-2 years 2,775,716 100%

100"/,Total l00Vo 2,775,716

Retention
2.580.348 701.299

Deposits 25,547
43,905

Total
2.60s.89s 74s204

Ageing analysis: Current
FY

7o ofthe
Total

Prior
FY

o/o of the
Total

Under one year
2.605.895 100% 100%

l-2 years 100%
745.204

100%

Total
2.605,895 100% 745,204 r00%

20 o
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Bank Accounts 2,166,4401 500,85 I

265.0281t6.24 ,lCash in hand

lmprests and advances 2.775.71 2.636.1056l

(74s2oql (r,14636s)Ihird party deposits and retention

4p13,r99i 2255,619Total

1

I

)

10. Fund Balance Brought Forward

11. Prior Year Adjustments

Prior yeor adjustments relate to cash and cash equivalents spilled overfrom the previous

Jinancial year including bank balances swept back to the exchequer on l4th July, 2022.

outstanding imprests surrendered and salary advances recovered during theftnancial year

under review,less deposit bslance which is on accrual basis.

o
)

o
)

?

a

I

o

o

a

(1,465,140.90) 701,299.10
Bank Account Balances

2,166,440.00

116,247.00 116,247.00
Cash [n Hand

2,775,716.00Imprests and advances 2,775,716.00

Third party deposits and
retention

(d4s204.001
43,905.00 (701,299.00)

2,891,963.10

TOTAL
4,313,199.00 (1,421,235.90)

o

2t
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12. (Increase)/ Decrease in Advances and Imprests

13. Increase/ (Decrease) in Retention and Third-Party Deposits

14. Related Party Disclosures

The following comprise of related parties to the State Department for East African Community;

i) Key management personnel that include the Cabinet Secretaries and Accounting Offrcers

ii) Other Ministries Departments and Agencies and Development Projects;

iii) County Governments; and

iv) State Corporations and Semi-Autonomous Government Agencies.

o

o

(,

a

o

a

o

a

o

Receivables As At l't July (A) 2,775,716 1,971,525

Receivables As At 30th June (B) 2,775,716

(Increase)/ Decrease in Receivables (C=(B-A)) 2,775,716 (804,191)

Payables As At I't July 745,204 481,785

Payables As At 30th June 2,605,895 745,204

Increase/ (Decrease) In Payables 1,860,691 263,419

22
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o
1

O
)

15. OTHER IMPORTANT DISCLOSURES

15.1 Related party transactions:

The Cabinet Secretary assumed office in October,2022. Theformer CS had left oflice in
Febraary,2022.

?

o

o

O

a

34,510,896Key Management Compensation 17,032,560

Transfers from Related Parties

775,859,954 608,257,880Transfers from the Exchequer

10,000,00015,000,000
Transfers from other MDAs

The National Treasury (COMESA RIIP FUNDS)

652,768,776907,892,514Total Transfers from Related Parties

o

23
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Supply of Goods 258,342 86813,751, 14,010,210

Supply of Services 13,560,594 47,360,304 916,980 60,003,918

Total 13,818,936 61,112,172 916,980 74,014,128

OTHER IMPORTANT DISCLOSURES (continued)

15.2 Pending Accounts Payable (See Annex l)

The Pending Bills Figures Above Are Provisional Since the Bills Are Under Veritication. Bills
omounting to Kshs.7,170,338 relate to previous years but were disclosed in during the period
under review.

27.3: Pending Staff Payables

The above two officers were initially on contractfrom State Departmentfor Cabinet Affairs.
They were given new terms on transfer. i.e Permanent and Pensionable. lVe are waitingfor
the soft data informationfrom the previous ministry to enable us integrate them in our system
since at not new appointment.

o

o

o

a

.|t

a

a

a

Elishipha Wanjiku Wangui 163,080 163,080

178,400Charity Wangechi Kamau 178,400

341,480Total 341,480

24
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r)

a

t

o
)

OTHER IMPORTANT DISCLOSURES (continued)

15.3: Other Pending Payables (See Annex 3)

o
)

?

a

o

o

a

Amounts due to Third
Parties (Staff Deductions)

32,928 59,478 (32,928) 59,478

Total 32,928 59,478 (32,928) 59,478

a 25
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NOTES TO THE FINANCUL STATEMENTS (Continued)

15.4 Progress on follow up of Prior Years Auditor-General's recommendations.

The following is the summary of issues raised by the Auditor-General during the prior year and

management comments that were provided.

O

a

o

o

a

o

,

O

Name: Abdi Dubat
Accounting Officer

Name: Lucy Kamau
Head of Accounting Unit
ICPAK M/'N[o. 8513

o

I

Failure to
comply with
Public
Finance

Management

Regulations

,2015 -
Pending Bills

Inadequate Budgetary
provision

Not Resolved

2

Late
Exchequer

Releases

The State Department

processes payments

on a timely basis,

however, it has no

control over the

issuance ofExchequer
Provisioning

Not Resolved

26

o



a
STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)
Annual Report und Financial Statementsfor the yeor ended 30th June 2023

I

I

16. AIYNEXES

AIiNEX 1 . ANALYSIS OF PENDING ACCOUNTS PAYABLE

l
Io

a

lo

a

o

a

o
27
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o

o

O

o

o

a

a

o
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STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)

Annual Report and Financial Statementsfor the year ended 30th June 2023
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AI\NEX 2 - ANALYSIS OF PENDING STAFF PAYABLES

a

c=a-ba b

Others (spectfy)

Awaiting
reactivation of
data.40,770 163,080

Elishipha
Wanjiku
Wangui

H 15103123

Awaiting
reactivation of
data.

178,400
2. Charity

Wangechi
Kamau

H 15t03t23 44,600

341,480Sub-Total 85,370

341,480Grand Total 8sJ70

a
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STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)
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I

o

)

AIYNEX 3 . ANALYSIS OF OTHER PENDING PAYABLES

o
)

o
)

?

O

o

a

o

a b c:a-b

Amounts due to Third

Parties

Various 6,468 6,4681. African Capital
Salary

Deductions

31/3123 480 4802. Kenya County Welfare
Salary

Deductions

Salary

Deductions
30/6/23 52,530 52,5303. JuhudiKilimo

59,478Sub-Total 59,478

Grand Total s9,478 59,478
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STATE DEPARTMENT FOR EAST AFRICAN COMMUNITY (EAC)

Annual Report and Financial Statementsfor the year ended 30th June 2023

O

1

ANNEX 4 - SUMMARY OF FIXED ASSET REGISTER (See Annex 4)

NB: The balance as at the end of the year is a cumulative cost of all assets bought and

additions during the year which agrees with note 6.

o
)

o,

a

a

o

a

27,585,981 27,585,981Buildings and
structures

46,900,000Transport equipment 30,630,000 16,270,000

21,440,72211,743,988 9,696,734Office equipment,
furniture and fittings

10,757,010 13,500,330ICT Equipment 2,743,320

395,530395,530Machinery and
Equipment

25,758,3441,645,200Research, Feasibility
Studies, Project
Preparation and
Design, Project
Supervision

24,113,144

135,580,90769,625,982 65,954,925Total

a
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