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CHAIRPERSON'S FOREWORI)
Honourable Speaker, on behalf of the Public Accounts committee (pAC), and pursuant to standingorder 199, it is my pleasant duty and honor to present to the House trr" i"p"rt Xi,i"tlmmiuee onthe audited financial statements of-Ministries, state Departments, commissions and IndependentOffices for financial year 2014/2015.

Honourable Speaker, the importance of parliamentary scrutiny in public value management caffiotbe over-emphasized. The National Assembly .*"..ir"a oversight over national revenue and itsexpenditure pursuant to Article 95(a) (c) of thl constitution throigh pAC ;hi;h,lr-n -, derives itsmandate from Standing Order 205.

This report is a culmination of a long joumey walked by pAC in the scrutiny of value for money,efficiency and effectiveness of publi- ipending and in holding the Govemment and its officers toaccount for the delivery of public servicis.

Honourable Speaker, the Committee is ever cognizant of the enormous responsibiliry bestowedupon it by the Constitution and House Standing Srders. Thrs responsibirity, inevitably, comes withhigh public expectations. Moreover, under Artiire 203(3) oi th; 6;;;;iliil;;'ilit ir" ,r,*" orthc revenue raised nationally that is altocated to county goremments is to be calculated on the basisofthe most recent audited accounts of revenue ."""ir"ijrs approved by the National essemuty.

The committee, in an endeavor to meet the tight constitutional timelines, has had to be innovativein its approach to dealins with the huge backlo! of unexamined audited accounts inherited from theI ls Parliament..r am pieased to repo=rt that at the iirn" 
"i *rirr"g this report, the committee was70% tfuough with the examination of the 2015/2016 financial ir*".""ir, *ior" .lp-on *itt u"tabl,ed in the Ho,use at the beginning of the Third Session in 2019. The committee has now set foritself a target of up-to-date examinition of audited financiar statements u.gir"irg *itr,') 0nnoftfinancial year.

The commiuee held a total of 76 siftings during which it received both written and oral evidencefiom Accounting officers on audit 
, 
queries iaised by the Auditor-General. Minutes of theCommittee's meetings are annexed to thii report.

A major challenge that the committee encountered, from time to time, is the high rever ofunpreparedness on the part of a number of Accounting officers *l,i.h n"""..iuted earlyadjournment of schedured meetings. In addition, other Accounting officers soughi iast-minutepostponement of their appearance before the committee, further stretJhing th" c;;;il.;,s limitedtime.

I must, however, commend the folowing Accounting officers who, in the course of theirinteraction with the committee, demonstr-ated remarka-ble grasp of issues falling wilhin their
lesgecliv-e, 

d99!ets, thus aiding the committee in its work considerably: Mr. Nelson Marwa, prof.
Japheth M..Ntiba,.Dr' (Eng.) Karanja Kibicho, Dr. Kamau Thugge, oi. ni"t*Ji*.iyLp", u..Anne Amadi, Amb. Macharial*.1,p., Belio Kipsang, prof. Collette Suda, Mi. p"i"i f. fr,,,Ms Agnes odhiambo and Dr. Nancy Macharia. I urie aiottrer officers to emulate these examples.

Report on the Exonnatton olthe Reporr of the
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Honourable Speaker, the Office of the Auditor-General (OAG) continues to meticulously highlight
cases of questionable expenditure of public funds in its annual lepofis. There is, however, a real

risk of reducing this serious contribution by the OAG into a mere ritual if no action is taken on

those findings.

The Committee has, therefore, upon careful evaluation ofthe evidence before it, taken a pragmatic

step by holding to account individual officers for their various acts of omission and/or commission

that occasioned loss of public funds. In some cases, the Committee has invoked the provisions of
Article 226(5) of the Constitution and recommended that the concemed officers make good the

Iosses that have arisen under their watch, upon conclusive investigations by the relevant

investigative agencies. Parliament must breathe life to this progressive constirutional provision that

has, apparently, been in limbo since the promulgation ofthe Constitution in 2010.

In conclusion, Honourable Speaker, I wish to register my appreciation to fellow Honourable

Members of the Committee, the Offices of the Speaker and the Clerk of the National Assembly, the

Office of the Auditor General, the National Treasury and those Accounting Officers who dutifully

honored their obligations and made quality submissions before the Committee. Special appreciation

also goes to the Directorate of Committee Services and, in particular, members of the Committee

secretariat who have had to go beyond the normal call ofduty on nulnerous occasions.

The commitment and devotion to duty of all those involved in this arduous task made the work of
the Con,mittee and production of this report a success. I thank each one of them.

Honorable Speaker, on behalfofthe Public Accounts Committee, I now wish to table the report and

urge the House to adopt it and the recommendations therein.

HON. JAMES OPIYO WANDAYI, MP

Report on the Etumination olthe Repod ofthe Audror-General on the Ftnanaol Statements./ot the Nahonal Aownnent.[or the
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1.0 INTRODUCTION
l.l Establishment of the public Accounts Committee

The Public Accounts committee was established on Monday, r g December 201 7, pursuant to
Article 124 of the constitution and the National Assembly standing order 205.

1.2 Mandate of the Committee

The Public Accounts committee @AC) is mandated under Standing order 205 (2) of the National
Assembly Standing orders to examine the accounts showing the appropriations of the sum voted by
the House to meet the public expenditure and of such other accounb laid before the House as the
committee may deem fit.
The committee oversights the expenditure of public funds by ministries, state departments,
commissions and independent offices, to ensure value for money and adherence to government
financial regulations and procedures. The Committee executes its mandate on the basis of annual
and special audit reports prepared by the Office ofthe Auditor General.

1.3 Guiding Principles

In the execution of its mandate afore-stated, PAC is guided by core constitutional and statutory
principles on public finance management, as well as established customs, traditions, practices and
usages. These principles include:

l) Constitutional Principles on public Finance
Article 201 provides for the fundamental principles that "...shall guide all aspects ofpublic finance
in the Republic. . ." These principles are, inter alia:
201(a) there shall be openness and accountabilify, including public participation in financial
matters;
201(d) public money shall be used in a prudent and responsible way; and
201(e) financial management sha[ be responsibre, and fiscar reporting sha[ be clear.
PAC places a premium on rhese principles, among others, and has been guided by them in the
entire process that has culminated in this report.

2) Direct Personal Liability

Article 226(5) of the constitution is emphatic that ..If the holder of a public office, incruding a
political office, directs or approves the use of pubric funds contrary to raw or instructions, the
person is liable for any loss arising from that use and shal make good the ross, whether the
person remains the holder of the office or not,',
PAC has hoisted ir-igh this constitutional provision as the basis for holding each individual
Accounting officer and other Public officers directly and personally liable for any loss of public
funds under their watch. The committee has and will continue to invoke this provision in its
recommendations to hold those responsible personally accountable. It is envisaged that it will serve
as a deterrent measure.

IReFart on the Exanrnatton o/ the Reporr ofke
Year endcd 3d' Junc 20ls

ludnor-Aeneral oh the Financial State ,fients lor the Notional Goventnent lot the



3) Obligations of Accounting Officers

Section 68 (l) oi the Public Finance Management Act, 2012 provides, inter alia, that: "An

accounting officer for a national government entity, Parliamentary Service Commission and

the Judiciary shall be accountable to the National Assembly for ensuring that the resources of

the respective entity for which he or she is the accounting officer are used in a n'ay that is

lawful and authorized, and effective, efficient, economical and transparent'"

This provision obtigates all accounting officers to appear before the Public Accounts Committee of

the National Assembly to respond to audit queries in lheir respective ministries/state departments or

agencies.

And section 74 (2) of the same PFM Act stipulates that: "If a cabinet Secretary reasonably

believes thal an accounting olficer is engaging in or has engaged in improper conduct within

the meaning of subsection (4), the Cabinet Secretary shall: -

i. Take such measures as may be provided in regulations; or

ii. Refer the matter to the relevanl oflice or body in terms of the statutory and other

conditions of appointment or employment applicable to that accounting officer."

This section empowers the appointing authority to discipline errant accounting officers, which

could include revoking their appointment. This provision has sealed a long-standing loophole that

has previously seen accounting officers continuously commit or preside over fiscal indiscipline and

malpractice in their ministries, departments and agencies.

pAC strongly holds the view that these provisions olthe law were intended to be fully deployed to

give effect to the high principles in Article 201 of the Constitution stated hereinabove, to ensure

prudent and responsible use of public funds.

nprrr ,*h" E*rt*1., 
"1,h" 
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2.0. GENERAL OBSERVATIONS AND RECOMMENDATIONS
1.0 Introduction

we want to draw the attention of the House to the following general observations arising from
the Committee proceedings, evidence taring and selected project visits and findings that relate to
the fiscal year u.nder review: -

I' The Implementation of the approved budget for the financiar year ended 30,h June
2015-

The Accounting officers ofJudiciary, parliament, constitutionar commissions and independent
offices are mandated to monitor, evaluate and oversee the management of public frnancesintheir respective entities including ensuring proper management and control of, and
accounting for their finances in order to promote the efficient and effective use ofbudgetary
resources pursuant to the provisions of Section 66 0f the public Finance Management (pFM)
Act 2012. The committee made the fo owing general observations on the impiementation of
the approved budget for the period under review:

(a) Budget Under-expenditure: The audited financial statements for the financial year
2014/2015 for the national govemment showed total actuar expenditure of Kshs.
I 
'677 '505,263,727 representing 90 percent of the gross estimated expenditure of Kshs.

1,870,106,536,391. The actual expenditure of Kshs. 1,677,505,2$,;27 represented an
increase of Kshs. 408,885,553,491 or 32percent when compared with actuai expendin,e
of Kshs. 1,268,619,710,236 for the financial yeN 2013/2014. There was u gros, ,rd.r-
expenditure of Kshs. 192,60r,272,664 made up of under expenditur! of Kshs.
212,574,173,606 for combined Recurrent and Deveropment voles and over-expenditure
of Kshs. 19,972'900,942 for consolidated Fund Services (cFS). The Accounting officers
attributed the budget under-expenditures mainJy to inadequate and or ierays in
exchequerissues, delayeddisbursement of donor funds, persistent systemic challenges
with the Integrated Financiar Management Information systems (IFMIS), and challenges
in implementation of procurement laws & procedures.

(b) outstanding Imprest: The Accounting officers and the various Authority to incur
Expenditures (AIE) horders are mandated to manage impresl transactions in the various
nationar govemment entities pursuant to Regulation g2 0f the pFM (I.rationat
Govemment) Regulations 2015. The committee observed instances where some
Accounting officers and or AIE holders failed to ensure that due imprests issued to
officers were recovered within the stipulated time as per the provisions oi pFM Act 20r2
and Regulation 93 of the pFM (rrrational Government) Regulations 2015. Total imprest
balances amounting to Kshs. l 17,553,g16 which ought to have been recovered or

Report on thc En,atnatton olthc Reoorr itc
Ye endod 3d'Ju^e 208 ' lluditor<jenerul on the Financiol Statcnenls for the National Govmmen!Iot the



accounted for on or before 30d' June 2015 were not recovered or accounted for on the due

dates.

(c) pending Bills: - The Cornmittee observed tl'rat during the year ended 30th June 2015, a

number of Ministries and Departments did not settle bills amounting to Kshs,

43,212,107,778 which was an increase of 160 percent from the FY 201312014 figure of

Kshs. 16,638,16 4,142. The total amount of pending bills of Kshs 43,212,107 ,778

comprised of Kshs. 17,|68,420,458 and Kshs. 20,73|,068,491 under Recurrent and

Development votes, respectively and a further Kshs. 5,312,618,829 not classified. The

following Ministries, Departments and Comrnissions had a significant share of the total

pending bills during the period State Department for Planning Ksh. 7,261,076,350; State

Department for Interior Kshs. 5,070,255,152; Ministry of Health Kshs. 4,791,655,574;

and Ministry of Defense Kshs. 4,187,353,000. The committee agreed with the

Accounting Offrcer for the National Treasury in his submission that the trend of

accumulation of pending bills by the National Treasury and other government entities

distort the implementation of successive year's budget.These pending bills are

occasioned by various factors mainly delays/non release of exchequers, variations of

estimated costs of projects by the Accounting Officers, austerity measures enforced

through budget cuts in the supplementary budget estimates, and weak budget contlols

including unrealistic annual cash flow plans'

2. Statement on Audited Accounts of Revenue for the period ending 30th June 2015: -

Article 203 (2) of the constitution provides that for every financial year, the equitable share

of the revenue raised nationally that is allocated to county governments shall be not less than

fifteen per cent ofall revenue collected by the national govemment. The amount of equitable

share of national revenue for the county government is calculated on the basis ol the most

recent audited accounts of revenue received, as approved by the National Assembly. The

revenue statements for the FY 2014/2015 indicated that total revenue collection of Kshs.

1,084,849,042,3 67 against estimated total receipts ofKshs. 1,161,439,163,509 resulting in an

under-collection of revenue of Kshs. 76,590,121,142 or 6.6 percent. Further, there was

arrears ofrevenue due and uncollected as at 30th June 2015 totalingKshs. 194,951,716,541.16

(Ksh. 195 billion) comprising of arrears for PAYE and other Income Tax of Kshs.

136,404,717,386.00 (Ksh. 136.4 billion), arrears for VAT and Excise Taxes of Kshs.

21 ,603,491,849.00 (Ksh. 2l .6 billion), rurears for loan redemptions of Kshs'

12,414,837,326.57 (Ksh. 12.4 billion) and arrears for loan interests of Kshs.

24,52g,669,g7g59 (Ksh. 24.5 billion). The persistent increase in arrears of national revenue

denies the national and county govelnments the scalce financial resources that they need to

undertake their development programmes and projects. Further, the huge arrears of revenue

due and uncollected undermines the principle of equitable sharing of national revenue

between the national and county govemment as enshrined in Articles 202 ottd 203 of the

Constitution of KenYa, 201 0.
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committee Recommendations: - The Accounting officer, Nationar Treasury and thecommissioner General, KRA must make demonstraLle efforts in collecting and accounting
for tax revenue arrears for pAyE and Other Income Tax.
Statement on outstanding pubric Debt: - The constitutional principles of public financesprovide in Article 20r(c) that the burdens and benefits of the use oi...o*"", and public
borrowing shall be shared equitabry between present and future generations. The outstanding
amount ofpublic debt has increased over the years fiom Kshs. 1,3g2,3g2 ,r94,g7 5 reported inthe year 2010/20rr to Kshs. 2,674,g06,364,195 in the year 2014/2015, representing an
increase of Kshs. r,292,424,169,320 or approximately 93 percent. Further, the Audiror-
General raised fundamental matters on the records of public debts. The Accounting officerdid not meet the basic requirement under Internationar pubric sector Accountirg s"*a*a.(IPSAS) under the cash basis of accounting contrary to the provisions of Section-g012)(d) ofthe PFM Act 2012, reconciliation of outstanding public debts was not undertaken in
timecontrary to the provisions of Section oslz; ofihe pFM Act 2012 andthat the financiar
and accounting records are presented within three (3) months after the close of the financial
year pursuant to the provisions of Articre 229 of the constitution of Kenya 2010. Had the
arrears been effectively collected, the ratio of revenue share between National Govemment
and Counties would have varied in percentages.

Granting waivers of interest and penarties and write off/abandonment of tax inctudingtax exemption: The cabinet secretary and receivers of revenues for the nationar
govemment have been granting waivers of interest and penalties and write off/abandonment
of tax including tax exemption. However, full details of thes" wuivers and exemptions have
not been disclosed to the Auditor Generar in contravention of the provisions of Articre 2r0of the constitution ofKenya,20l0 and Sections 76 and, g2 of the pFM Act 2012. Further,
these waivers and tax exemptions (tax expenditures) lead to losses of national revenue ofapproximatery 2 5 percent of the GDp (approximatery Ksh. 200 b,tion annua,y) as per
studies by the Kenya Revenue Authority (KRA) and the World Bank.
The Committee Recommends that:
(a) The cabinet Secretary for the National rreasury should within three (3) months of

adoption of this report, prepare and submit to the Auditor General for audit review and
subsequent reporting to parliament, a comprehensive financial statement of tax waivers,
exemptions, interest and penalties write off/abandonment for the period Fy 20r4r2or5 ro
date in line with Article 210 ofthe constitution ofKenya,20l0 and sections77, g0 and
82 ofthe pFM Act 2012.

1

(b) The Cabinet Secretary for the National Treasury should within three (3) months ofadoption of this report prepare and submit to parliament a comprehensive report on
vanous statutory tax exemptions and incentives (tax holidays) offered by the Govemment
of Kenya with a view to determining their efficacy in promoting investments and exports5. Maintenance of Accounting Records: The Committee noted that there still exists

persistent challenge of weak and inade quate maintenance of account
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cashbooks and bank accounts across a number of ministries and state departments during the

year under review. A number of financial statements differed materially with the ledgers and

trial balances from where, ideally, they ought to have been derived. In addition, the ministries

and state departments continued to prepare their respective financial statements on cash basis

of accounting as instructed by National 'freasury. This implies that capital assets are

expensed as a result of which Statements of Assets as at t}re end ofeach financial year do not

show a complete and true and fair view of the Ministry's or Department's assets. As at 30s

June 2015 the Accounting Officers and the Auditor General could not know what each

ministry/department owns and consequently the net worth of the Govemment of Kenya asa

whole could not be determined.

Committee Recommendations: -

(a) Accounting officers must at all times ensure that all documentation relating to financial

statements are submitted to the Auditor General pursuant to the provisions of section

68(2Xl) of the Public Finance Management Act,2012.

(b) The Accounting Officer should prepare the financial statements in a form that complies

with the relevant accounting standards prescribed and published by the Accounting

Standards Board from time to time in compliance with the provisions of section 8l(3) of

the PFM Acl 2Ol2 and that the correct financial and accounting records are presented

within three (3) months after the close ofthe financial year pursuant to the provisions of

Article 229 of the constitution ofKenya2010 and section 68(2Xk) ofthe PFM Ac12012.

(c) The Committee recommends that Accounting Officers in liaison with the National

Treasury should take immediate action to enswe that Ministries, Departments and

Agencies (MDAs) adhere to Intemational Public Sector Accounting Standards oPSAS),

in conformity with the Public Finance Management Act, 2012 and the relevant

regulations.
(d) The Accounting officers should ensure adequate training and capacity building of its

pFM staff (Accountants, Finance offrcers and Supply Chain Management offrcers) to

cope with the current and emergent standards on financial reporting. Action must be

taken against those accountants who do not keep proper records and/or fail to report in

compliance with the IPSAS framework, or do not present records as and when required

by law.

6. Challenges with the Integrated Financial Management Information systems (IFMIS): -

The Integrated Financial Management lnformation Systems (IFMIS) which *'as introduced

as part of the Public Finance Management (PFM) reform initiative aimed at automating and

streamlining Govemment's financial management processes and procedures has not met its

key objective. The PFM financial statements and record keeping is still riddled with basic

anomalies such as miss-posting in the IFMIS General Ledger. The Committee noted that this

system has not improved financial management in Govemment. Accounting Officers have
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confessed to the unhelpfulness of the system, and the Auditor General himself said thesystem has not improved financial tracking and reporting. In last year,s report, thecommittee noted that Treasury reported that they had re-engineered IFMIS and trained up to
6000 personnel on its use. These challenges have been continuously brought to the attentionof cabinet secretary for the Nationar rreasury by the Accounting officers.The chalrenges
have however continued unabated. The committee was further informed that the certificate
for ownership ofthe IFMIS software still rests with the supplier and therefore the country hasno exclusive rights to ownership and improvement. The data back up by the Directorate ofIFMIS is also wanting since the redundant system is yet to be fully implemented.

Committee Recommendation: - The cabinet Secretary for the National rreasury conductsan_independent systems audjt on IFMIS, which is gea.ed towards simplifi."ii", Jr rr" *asafeguards to public funds..Most importantly, the iudit should provide 
" 
d";il;da;;;Benefit Analysis for assessing the eifectiveness of the system vis-d-vis the actual investmenton IFMIS to dare.

7' Delayed Exchequer Rereases: - The commifiee observed that most of the projects andprograms implementation lag behind due to inadequate and/or delayed exchequer-rel"a..s.
This situation exposes the Government to serious obrigatory challenges caused by non-
adherence to contract agreements and a basis for litigation fro* s.*i-"" providers which
always leads to additional costs on interest charges and other ex-gratiu puym"rtr.

Committee Recommendations: - The committee recommends that aI project and programtunds should be ring- fenced within the MDes' budgeis and timery reluirt,i;;6Ji'
releases be prioritized by the project managers and tfr. National T;.dt,;;il;;;.

8' Poor Project Planning and Management: - The committee undertook site visits to sampre
projects across the counfy and noted several cases where the performance of contractors was
unacceptable. The serious cases noted incruded poor workmanship and slow progress ofwork on account of inefficiency, review of designs, and poor pranning. rnis m"atter or
unsatisfactory performance has sim arry been reported severa y in previous reports by theAuditor General yet no marked improvement has been noted.Moreover, the committee notedthat some contactors were fond of breaching contracts and abandoning/ frustrating
Govemment projects. A notable example was the Contractor awarded works at Narok Lawcourts, Eldama Ravine Law courts and Lodwar Law courts that were at low percentage
levels of compretion, over 20 months after works began.The Committee arso noted thatofficers in the public works Department were an impediment to effective and efficientproject implementation. They often inflate b ls of quantities and fa to professionally
supervise the works. This has red to contracting ofprivaie consurtants to supervise the works,
an extra cost to the tax payer.
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Committee llecornmendations:

(a) The Cabinet Secretary responsible for Public Works must identiff all contractors with

a poor track record in execution of Govemment contracts and blacklist them from

being awarded national or county goverffnent confacts;

(b) The cabinet Secretary responsible for Public works should ensue that an up{o-date

data base on the performance of contractors is maintained and that the data is

pubticized at all times to enable Govemment Departments make informed decisions

when awarding contracts;

(c) Feasibility studies are to be undertaken and mitigation measures relating to

infrastructwe projects developed to enhance the implementation of key structural

projects. This is evident in the Judiciary projects of construction of Law courts in

Narok,EldamaRavine,Mavoko,KakamegaandLodwarwhichsufferedslow
progress due to unforeseen bottlenecks in the work plan execution, resulting to uffnet

timelines;
(d) Interest payments arising Ilom delay in honoring payment certificates will be avoided

if MDAs prioritize the preparation of annual procurement plans and attendant work

planstofacilitatepromptrequisitioningoffundsfromtheNalionalTreasury.onthe
tther hand, the National Treasury should ring-fence project funds for timely releases

on requisitioning; and Rampant unapproved project work and cost variations on

covemment contracts; Project managers are advised to avoid such variations since

theydistontheprojectplocurementplansgiventhevariationswillbeabovethe
recommended 25o/o limit on bill of quantities and costs. In this regard, any project

manager who approves such variations without due process will be held personally

liable and be surcharged and,/or prosecuted'

9. Fixed Asset Registers for MDAs: The Accounting officer in some MDAs failed to prepare

in time comprehensive asset register with a complete asset listing as required under

Regulation 143 of the PFM (National Govemment) Regulations 20l5.The committee observed

a worrying trend in many MDAs which did not keeP and maintain Fixed Asset Registers. It was tllus

impossible to establish ownership of assets belonging to MDAS. Top on the list was the Ministry of

Devolution and Planning which not only lacked a proper Asset Register, but also had entries of assets

whose values were grossly exaggerated. Absence of Asset Registers poses a grave risk of loss of

public funds resulting from unaccounted for assets'

Committee Recommendations: - The Committee strongly recommends that it is mandatory for

all MDAs to keep comprehensive asset registers. Accounting officers who fail to keep assel Iecords

in their respective MDAs will be held personally liable and be compelled to make good the loss of

public funds arising from lack of proper asset registers'

10. Unsecured Government Land: - ln the course of receiving evidence from Accounting officers' the

committee noted with grave concern that a lot of Government land and Fixed Assets all over the

country had no ownership documents, making them easy targets for unscrupulous land grabbers The
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most affected institutions include schools and prisons, which had progressivery rost rarge chunks ofland to greedy merchants.
committee Recommendation: - The committee directs the cabinet secretary responsible for tandsand the National Land commission to immediately embark on the process oiadjudicating all public
land in Kenya so that the Ministry of lands can issue Title Deeds within six months after Idoption ofthis report The committee further directs that all private organizations and,zor individuals who mayhave acquired public land illegally should immediately have their Titles revoked with the ownershipreverting to the public.

ll' Retention Accounts: - The committee observes that the actual balances in the retention accounts invarious Ministries, Departments and Agencies have become difficult to ascertain tlus rendering theseaccounts susceptible to misuse. Examples were noted in the Judiciary and the Ministry of rransportand Infrastructure where retention monies were applied haphazardly without clear p'rocedures andguidelines.

committee Recommendations:- The committee therefore recommends the setting up of raskforceby the National Treasury to conduct detailed forensic audit of retention accounts in all MDAs andreport within six months after adoption of this report.

12. Pending bills on regar services:- There were two scenarios that the committee noted ascontributing factors:-

i) Appointment of law firms for entities by the Attomey General: There was need forentities to exercise greater control with respect to prequaliSing, appointing and
exercising oversight over raw firms that undertake litigation. this *as L.carse it emergedin a number of cases conceming outstanding legal fees, that the law firms had been
procured through the office of the Attomey General and the ratter exercised comprete
oversight in the handling of ritigation matters. Further, the litigation matters appeared to
have been handled casually leaving entities to incur unforeseen expenditure in the form
of unfavorabre awards and high legal fees charged running into bilrions of shillings by
Law Firms appointed by the Attomey General.

ii) Non-inclusion of relevant crauses to offset costs for failure to complete works or
termination of contracts: Severar sifuations emerged where govemment entities were
incurring unplanned expenditure running into billions of shillings for procurement works
that were not undertaken or incomprete because at the time of preparation ofthe contracts
no clauses were included to offset any costs for works or services that were incomplete or
not undertaken, or situations where the governrnent entity incurs a high penalty fo. fuit*"
to meet specific terms or terminates a contract such as was observed with respect to Loan
Agreements.

13. There was an emerging practice whereby an executive order would
private entity as a public entity and proceeding to provide fun
Consequently, the private entity would fail to account for the funds wi

be issued classifying a
ds to private entities.
thin the parameters and
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standards outlined in the Public Finance Managemenl Act. Examples of such entities are the

Wildlife Clubs of Kenya and Child Welfare Society, among others'

OTHER GENERAL RECOMMENDATIONS

The cabinet Secretary for the National Treasury should fast-track the adoption of IPSAS

accrual basis of reporting by all national govemment entities including Semi-

Autonomous Govemment Agencies (sAGAs), state corporations and constitutional

commissions and Independent offrces. IPSAS accruals basis of accounting and reporting

provide a complete and reliable financial position of the Government and address

.hull.ng", in accounting and reporting of revenue thereby promoting transPalency and a

better understanding of financial position of the whole government'

Accounting officers must at all times ensure that they prepare annual cash flow which

shall be broken dowr into a threemonths rolling basis and shall be adjusted to reflect any

implementation realities in consultation with the National Treasury pursuant to the

provisions of regulation 44 (3) of the Pubtic Finance Management (National

Government) Regulations, 201 5.

There is need to amend Section 67 0f the PFM Act to introduce a new subsection 2 to

provide that ,,every financial year before enactment of the annual appropriation bill, the

cabinet secretary for the National Treasury shall submit to National Assembly for review

a list of officers proposed for designation as accounting officers for the respective vote

ensuingfinancialyear.Anyofficerwhosevotereceivedaqualifiedauditreportinthe
Auditor General's report shall not be eligible for designation as Accounting officer

unless cleared tfuough writing by the Auditor General. Further, the Auditor General shall

establish criteria for awarding a certificate of clearance for a person who served within

the previous financial year or to be appointed to serve as an accounting officer'"

2
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2.0. THE NATIONAI TREASURY
FINANCIAL STATEMENTS FOR VOTE IO7

Dr' Kamau Thugge, the Accounting officer for vote 107, the Nationar rreasuryaccompanied by Mr. Mutua K aka, principar Administrative Secretary; Ms. EstherKoimett; Director General - pIpM; Mr. Bernard Ndung,u, Director General Accountingand Quality Assurancel Dr. Geoffrey Mwau, Director Generar - BFEA; Mr. BensonKarongo, Commissioner - KRA; Mr. shem Nyakuti, pS/ Dop; Mr, Kimathi Mugambi,senior chief Finance officer; Mr. Francis A-ryunru, Assistant Accountant Generar -Pensions; Mr' Bonface Simba, DS; Mr. Ferix Ateng, *GCA; Mr. Danier Ndoro, DirectorDepartment of Pension Services; Mr. peter M. rvluravu, D/Director scMS; Mr. Danielkagira, Deputy Commissioner - KRA; Ms. Beatrice Gathirwa, Director NALM; Ms.Damaris onsomu, principar Finance officer; Ms. Lirian w. Dishon, principar Accountant;Ms' sheila Adwagah, Assistant Manager 11R {; Mr. Joseph simba, Accountant I - pensions
and Mr. Hubert Hab, Anyanga, Accountant appeared before the committee on s,fr Jury2018 to adduce evidence on the audited Financiar Statements of vote r07 the NationarTreasury for the Financiar year 20l4r2ors. Minutes of the committee,s sittings and thesubmissions tabled by the Accounting Officer are annexed to this report.
Basis for qualified opinion

l. Unaccounted for Fuel for Leased National police Service Vehicles
The statement of receipts and payments for the year ended 30 June 2015 reflects an expenditureof Kshs 14,866,425,403.00 in respect of use of goods and services. The amount of Kshs.l4,866,425 

'403.00 incrudes Kshs.532, 626,43g.2s paid by the Nationar rreasury for provision offuel for leased National porice Service vehicles during the year under review. An auditinspection canied out in eighteen (18) County Headiuarters, however, revealed various
discrepancies between the monthly fuel invoices and the volume of fuel drawn as reflected in themotor vehicles record. As a result, fuel worth Kshs.r7, 736,793.46 was not properly accountedfor' Under the circumstances, propriety of expenditure amounting to Kshs. l 7, 736,193.46
incurred on provision of fuel for the leased Naiional Police Service vehicles in the eighteen
counties could not be confirmed.
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(i)Therewereinstanceswherevehicleswerefueledbutnotrecordedinther,r,orkticket.
This was an oversight. The drivers have since been taken through regular trainings on

the management of vehicles. Also to mitigate the above a team of officers have been

going round checking and sensitizing drivers on the same' By the time of audit some of

theworkticketswerenotavailedbuttheyhavebeenavailedforauditrevierv'

(ii) When the leased vehicles are at the garages, the service provider provides relief

vehicles. Therefore, the fuel seen to have been drawn by motor vehicles in the garage

was drawn by relief vehictes using same fuel cards' Security motor Yehicles are not

restricted to certain locations. when there is a securify threat in a certain area the

Commission may deploy vehicles to beef up security operations' For instance' when

there were security issues in Lamu, a lorry allocated to Homa-Bay was redeployed

albeittemporarilytothisoperationareaandthismotorvehicledrewfuelfromMalindi
and not Homa-Bay and same case applies to Kapedo Operation' Baragoi etc'

Documents were submitted to the Auditor for verification'

Committee Observations and Findings

i.Therewasadiscrepancybetweenthemonthlyfuelinvoicesandthevolumeoffuel
drawn as reflected in the motor vehicles record. As a result, the Auditor General

cannot confirm the propriety of fuel worth Kshs'17' 736'793'46 purportedly utilize

by the lease police vehicles in the financial year'

ii. The decision for direct invotvement by the National Treasury in management of

leased police vehicle was reached and approved by the Cabinet after a report by

PKF Consultants who were hired to carry out research and assessment on value for

money in hiring of security equipment as opposed to buying'

iii.TheAccountingOfficerfortheNationalTreasurydidnotavailintimesomeofthe
motorvehiclesworktickets,fuelcardsforauditverificationcontrarytothe
provisionofsection6S(k)ofthePFMAct2012toenabletheAuditorGeneralto
discharge its mandate in line with Article 229(4)'

iv. The committee marked the matter as resolved'

Committee Recommendations

i, Accounting oflicers must at all times ensure that they avail supporting

documentationtothe{inancialstatementswithin(3)threemonthsaftertheendof
the financial year pursuant to section 68 (2) (k) ofthe PFM Act 2012'

Submission by the Accounting Officer

The Accounting Officer submitted that:
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ii' The Auditor Generar shourd within three (3) months of tabring this reportundertake a comprehensive performance audit of the porice motor Jehicre leasingproject with a view to determine wbether the government is getting varue for moneyin the project.

2, Differences in Comparative Balances

The following comparative barances for the Fy z0r3t2or4 reflected in the financiar
statements for the year ended 30 June 2015 differ with the barances reflected in the auditedfinancial statements for the year 201 3l2Al4 as follows:_

No disclosure has been made in the notes to the financiar statements regarding re-statementofthese prior period barances incruding the reasons for their restatement as requiredunder Internationar pubric Sector Accounting Standard No.3 on ,.Accounting poricies,
Changes in Accounting Estimates and Errors,,.

Submission by the Accounting Officer
The Accounting oflicer submitted that the Financial starement for year ended 30s June, 2015were later amended and the differing balances were disclosed in lorm ofnotes to the accounts

Item Comparative Balance

2013t2014

Ksh

Audited Balance

2013t2014

Ksh

Difference

Ksh

Bank Ilalances 2,t07 ,121,878.00 2,597,702,,939.15 490,278,061.15

Advances to other
Ministries (MDAs)

2,103,428,891.00 1,801,229,228.00 299,199,663.00

Suspense Account 285,191,951.00 9{,1 13,532. I 5 r 9l,078418.8s

Net Cash Flow
from Operating
Activities

5,008,424,880.00 s,008,427,880.00 3,000.00

Prior Year
Adjustmcnts

992,787,861.00
992,787,861.00
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note29'ThedifferencetotalingKshs.4go'2T8,06l.l5arosefromcashbookadjustmentsto
correct some posting erors in the audited accounts for 201312014"
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ITEM COMPARATIVE
ADJUSTED

AUDITED
BALANCE

DIFFERENCE

2013t14

(KSHS) (KSIIS) (KSHS)

Ministry Of Finance Rec. 309,116,798.00 307,s32,319.s0 I,584,,178.50

National Treasury Rec. 768,757,312,00 768,7s7,31 l 50 0.50

Ministry Of Finance Dev. 10,677,331.00 10,316,331.00 361,000.00

17,615,863.00 17,6.t5,863.00

Ministry Of Finance Deposit 677,758,270.00

National Treasury Deposit 323,469,304.00 677,,758,270.00

(137,934,574.00')

(354,288,966.00)

1'OTAL 2,107 ,,121,878.00 2,597,702,939.00 (490,278,061.00)

National Treasury Dev

Ile furthcr stated lhat:

(i) The Ministry ofFinance Rccurrent cashbook bank barance was erroneousry
reflected as Ksh.307, 532,319.S0 instead of Kshs.309, I16,79g.00 resulting to adifference of Kshs.l, 5g4,47g.50.

(ii) The Ministry of Finance Deveropment Cashbook bank barance was reflected asKshs.I0,316,331.00 instead of Kshs,10, 677,331.00 resurting to a difference ofKshs.36l, 000.00.

(iii)Ministry of Finance Deposit Account cash Book bank barance was reflected asKshs.815, 692,844.00 instead of Kshs .677,7sg,270,00 resurting to a difference ofKshs.l37, 934,574.00.

(iv)Nationat Treasury Deposit Account bank balance was reflected as Kshs.677,
758'270.00 instead of Kshs.323,469,30.r.00. This occasioned a difference ofKshs'354, 288,966'00' The Kshs.677, 75g,270.00 was for Ministry of Finance DepositAccount. (Appendix 2 v)

(v) The Net cash flow Kshs.3,000.00 was an error in calculating the total. The itemstotal for both set of data is Kshs.S, 00g,424,gg0.00 but not Kshs.s, 00g,427,gg0.00.
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(vi)Advances to other Ministries, Departments and Agencies (MDAs) in the audited

account of Kshs.l, 804,229,228.00 had excluded advances released to Public

Financial Management Reforms GFMR) of Kshs'299, f 99'663'00' The cash was

released on 4l'June,2014 as per the Cashbook of 201312014. Howe'er, the figure

was revised to read Kshs.2, 103,428'891.00.

(vii) 'the audited accounts for 201312014 reflected suspense account of Kshs.94,

113,532.15 instead of Kshs.285, 191,951.00. 'l-he audited account had omitted some

project funds released under suspense account to Microfinance sector support

programmetheamountrvasKshs'153,569,700'00andKenyaElectronicSingle
Window System amounting to Kshs.l3l' 218'080'00'

(viii) An amount of Kshs.992, 787,86r.00 was transferred from the ministry's bank

accounts to Exchequer account and notification was issued by central Bank of

Kcnya to adjust our books. The accounts tot 201312014 financial year were

amended to incorporate the transfer to Exchequer Account and the same forwarded

to Kenya National Audit Office for audit review'

Committee Obse rvations and Findings

The Accounting officer for the National Treasury failed to provide in time to the

Auditor General all confirmation document from the central Bank ofKenya CBK

to resolYe the matter'

The financial statements prepared by the National Treasury did not provide

disclosurcs in the notes to the financial statements regarding re-statemenl of these

prior period balances inctuding the reasons for their restatement as required under

Internationat Public Sector Accounting Standard No. 3 on "Accounting Policies,

Changes in Accounting E,stimates and Errors"'

The Committee marked the matter as resolved.

Committce Rccommendalion

The Accounting officer must at all time avail in time confirmation documents from

the central bank for audit verification contrary to the provision of Section 68(2Xk)

ofthe PFM Act20l2.
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The National Treasury being the custodian/secretariat of the Public sector

Accounting Standards Board sbould at all fimes ensure there is complete

compliance to the IPSAS standards of reporting issued from time to time by the



3. Un-Cleared Balances

The statement of financial position as at 30 June 2015 reflects outstanding balances against
various account items totaliag K shs. 2,443,054,224.00 as shown below: -
Particulars

District Suspense Accounts

Suspense Account

Advances to other Ministries

Total

Amount (Kshs.)

672,374.00

50,938,1113.00

2,397,443,707.00

2,443,054,224.00

Submission by the Accounting Oflicer
The Accounting officer submitted that the National Treasury vote 107 statement of financialposition as at 30rh June 2015 reflected outstanding balances against various account itemstotaling to Kshs. 2,443,054,224 accounted for as follows:

District Suspense Account: - The statement of financial position reflected District suspense ofKshs672' 374'00 as at 306 June, 2015.These were unspent Authority to incur expenditwe(A.l.Es) issued to various District Treasuries during the financial yeu 20r4r20r5.However, the
Kshs 672, 374.00 has since been refunded in fulr by the respective District Treasuries.

suspense Account: - The suspense account balance of Kshs.50, 93g,143.00 reflecled in thefinancial statement is an old balance carried forward for several years and is being addressed
through the National rreasury taskforce on old barances. The report has already beln finalizedand forwarded to the clerk of Nationar Assembly and the Auditor General. The task force
recommended for adjustments to be made and was done in 2015/16 financial year.

outstanding advances to other Ministries: - The financial position reflects an outstanding
advance of Kshs.2' 39r,443,707 .oo to other Ministries, Departments and Agencies. out of theKshs 2,391,443,707.00, an advance totaring Kshs. r ,go4,22g,22g.00 relates to old balances
carried forward for severar years and is being addressed through the National rreasury Taskforce
on clearing old balances. The task force recommended for adjustments to be made and was donein 2015116 financiar year. Revised financia.r statements after anaryzing the ord balances have
been forwarded to Kenya National Audit office for audit review and concrurence.

No reasons ha'e been provided for fairure to crear the barances from the books ofaccount.

T
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iii).outoftheKshs.2,39l,443,?o7.oo,anamounlofKshs.487,214,479.00relatestoadvances
released to project accounts. Any unspent balance in the project accounts is spent in the

subsequentyea,,afterbudgetingforthesame.TheKshs.l00,000,000.00wasanAuthorityto
Incur Expenditure issued to Ministry of Health which has since been refunded

HefinallynotedthatissuewasstilloutstandingawaitingconclusionbytheTaskForceonold
Balances. The Taskforce required 6 to 9 months to conclude on the Report'

of April 2019.

4. Pending Bills

Committee Observations and Findings

i. The Cabinet Secretary for the National 'f reasury has put in place the Taskforce on

clearing old balancls' The Accounting Officer submitted revised financial

statementsafteranalyzingtheoldbalancesandforwardedthesametotheOfliceof
Auditor Generat for review and verification'

ii'TheNationalTreasuryTaskforce*asscheduledtotakeninemonthstofinalizeand
clear the issue of old balances

Committee Recommendations

The National Treasury Taskforce on old balances should complete its work within nine

monthsfromAugust20lSandsubmititsreporttotheAuditorGeneralnotlaterthanend

BillsamountingtoKshs.632'331,850'00relatingto2014l20l5werenotsettledduringthe
yearbutwereinsteadcarriedforwardto2015/20l6financialyear.Failuretosettlethebills
in the year to which they relate adversely affects the following year's provision to which

they have to be charged.

Submission by the Accounting Officer

The Accounting officer stated that the bills amounting Kshs.632,33l'850.00 rclating to

zol4lzolswerenotpaidoutduringtheyear.Thiswasduetolatesubmissionofinvoices
fromthesuppliers.Thesamewerecarriedforwardtofinancialyear20I5/2016andtre,ted
asafirstctrargeanawereallcleared.AsthetrendcontinuessuchBillscontinuetodistort
the current year budget against which budget they are cleared'

Committee Observations and Findings

i.TheaccumulationofpendingbillstotalingKshs.632,33l,850.00bytheNational
Treasuryinonefinancialyearclearlydemonstratesfiscalpolicyfailureandthe
inability of the Officers to ensure proper management and control of' and

accountingforthefinancesofthenationalgovernmentanditsentitiesinorderto
promotetheefficientandeffectiveuseofbudgetaryresourcesatthenationallevelas
stipulated in Section 12(2b) of the PFM Act 2012'
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Committee Recommendations

.

It t.

The committee agreed with the Accounting officer that the trend of accumuration
of pending bilrs by the Nationar rreasury 

"id oth.. go'ernment entities distort theimplementation of successive 1'ear's budget, Ho,n"r.f th" committee noted that theAccounting officer for the Nationar rreasury s'as the one responsibre for rereasingexchequer to other MDAs but failed to manage pending bi s in its own entity.
The reason advanced by the Accounting officei that t-he pending b,rs were mainrydue to late submission of invoices from the suppliers was not satisfactor"v to theCommittee' other Accounting officers who appeared before the Committeeattributed pending bills in their entities to lact of oi Iate release of exchequer fromthe National Treasury which is a symptom of cash flow management problem ingovernmenl.

The cabinet Secretary for the National rreasury must at arl times take charge ofmanagement of fiscar affairs incruding cash flow management in the nationargovernment by ensuring that the Nationar rreasury read by example in accountingand reporting on all financial matters.
The Accounting Officer, Dr. Kamau Thugge, should be reprimanded foraccumulating pending bills totaling Ksh. 632,331,g50.00 at the National r.""rufFY 2Ol4l201S contrary to the provisions of Section l2(2) (b) of pFM Act, 2012l'hich mandates the Nationar rreasury to ensure proper mansgement and controrof, and accounting for the finances of the nationar gov"".rm"nt and its entities inorder to promote the efficient and effective use oi budgetary resources at thenational level.
The Principar Secretary for the Nationar rreasury shourd within three (3) monthsafter tabling of this report ensure that the pubric sector Accounting standardBoard (PSASB) in rine with its functions as stipurated in Section 194 of the pFM Act2012 embarks on developing a framework & standards for the adoption of theIPSAS accrual basis of accounting and reporting by the national government
entities as opposed to the IpSAS cash basis of accoJnting and reporting which hasbeen in force since ,'t Jury 2014 and has not addressed pertinent matters suchaccounting and reporting for pending bills.

5. Outstanding Imprests

The statement of financial position reflects outstanding imprests barance of Kshs . 3,250,777 .oowhich ought to have been recovered or accounted fo. o, o. before 30s June;;;. N;;".,
have' however, been provided for fa,ure to surrender or account for the imprests.
Submission by the Accounting Oflicer
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The Accounting officer stated that the statement of financial position reflects outstanding

imprests of Kshi.3, 25O,7l7.OO.All this outstanding imprest has since been recovered.

Committee Observations and Findings

i. The Accounting officer failed to ensure that imprests of Kshs. 3,250,777.00 that

were due were recovered within the stipulated time as per the provisions of PFM

Act 2012 and Regulation 93 of the PFM (National Government) Regulations

2015.

ii. The committee marked the matter as resolved'

Committee Recommendation

The Accounting officer, Dr. Kamau Thugge, should be reprimanded for failure to manage

imprests and ensuring that the outstanding imprests due are surrendered in time in line

with the provisions of the PFM Act 2012 and Regulation 93 of the PFM (National

Government) Regulations 2015.

6. Bank Reconciliation Statement

i. Recurrent Account: - The bank reconciliation statemenl for National Treasury Recurrent

Account No.1000181467 as at 30s June 2015 reflects a cash book balance of Kshs'

13,836,202.25, which differs from the cashbook Board of Survey balance of Kshs. 9'937,240.55

by Kshs. 3,898,961.70

Submission by the Accounting Oflicer

The Accounting Officer in stated that the difference was due to some adjustments made to the

cash book after board of survey was conducted to correct some mis-postings and omitted entries'

iii. DeveloPmentAccount

The bank reconciliation statement for Development account 1000181664 as at 30'h June 2015

reflects cash book balance of Kshs.2l, 665,581.55 which differs from the cash book board of

survey balance of Kshs.22, 536,245.80.

Submission by the Accounting Officer

The Accounting officer stated that the difference was due to some adjustments made to the

cash book after board of survey was conducted to correct some mis-postings and omitted

entries.
Committee Observations and Findings

i. The bank reconciliation statement for Development account 1000181664 as at 30th

June 2015 reflected cash book balance of Kshs.2l, 665,581.55 which differed from

the cash book board of surv balance of Kshs.22, 536'245.80.
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. The committee marked the matter as resolved.

The accounting officers must at all times ensure that fully reconciled financial statements
are submitted to the auditor generar pursuant to section 6s (2) (k) of the pFM Act,2012
and within thrce months as provided for under Articre 229 (4) of the Constitution of Kenya,
2010.

7, Balance Carried tr'orward

The statement of revenues and transfers reflects a barance carried forward of Kshs.2'995,232,114.70 which incrudes an amount of Kshs. 2,66g,125,97r.50 brought forward from
201312014 and previous years. Although the National Treasury has constituted a task force onclearance of old balances, a report dated 29rh September 20r5 issued by the task force does not
show the progress made to analyze and clear the long outstanding balance carried forward fromthe books of account. In addition, no reason has been provided for failure to remit to theExchequerAccountasignificantrevenuebalanceofKshs.2,995,232,114.70asat3OsJune2015.

Submission by the Accounting Officer

The Accounting officer stated that the task force constituted by the National rreasury had notconcluded its work by the time of audit. However, the taskforce concluded its work on revenue
and recommended for adjustments of ord balances. The adjustment was done when preparing
revenue statement for 2016/17 Financial year. The amount of Kshs.327, 106,t43.20 was
released to the Ministry ofEnergy and petroleum during the 2015/2016 Financial year.

Committee Observations and Findings

l. The Accounting officer tabred documents to support his submission that the amount of
Kshs.327, 106'143.20 was rereased to the Ministry of Enerry and petroreum during theFy 2014t201s.
The Principal secretary of the National Treasury had put in prace the National
Treasury Taskforce on crearing ord barances, The taskforce concluded its work 

'nrevenue and recommended for adjustments of old barances. The adjustment was done
when preparing revenue statement for 2016117 Financial year.
The Committee marked the matter as resolved.

Committee Recommendation

Committee Recommendation

The Principal secretary for the Nationar rreasury shourd ensure that taskforce on ord
balances complete its work within nine months from August 20lg and submit its report to
the Auditor General not latcr than end of April 2019.
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Submission by the Accounting Officer

The Accounting officer stated that collection of revenue arrears is a continuous process and

additional debts arise due to the following: -

Self-assessment/VAT penalties: -Wlen retums of income tax are submitted, debt is created and

debited in the period oi year of income for Income Tax. Applicable interest and penalties are

appropriately chargea. Iiefault penalties are charged on monthly basis where returns have not

been submitted for VAT.

Additionat assessments: -Additional assessments are issued when tax audits and investigations

are concluded in various tax heads.

Estimated assessments: -Estimated assessments are issued when taxpayers have not submitted

self-assessment retums or have not made declaration of income and tax due'

Accrual of interest: - For any outstanding tax balances, interest continue to accrue al 2%o per

month compounded up to 100% of the outstanding principal tax'

The following measures have been put in place to address the increase in Arrears ofRevenue: -

Demand notice is issued on tax that is not in dispute: - This is the effective method commonly

used;

Agency Notices: - This is an enforced method used to collect tax from third parties where

taxpayers fail to pay when demand notice is issued;

collection by Distrait: - The commissioner appoints a Distrait who is usually an

Auctioneer/Bailiff to lery distress on the assets of the tax defaulter'

Use of caveats/charges on the Debtors Property: - commissioner of lands creates a

caveat/charge debtor's prop".ty on request by the commissioner oftaxes. The caveat is not lifted

until the outstanding tax is paid in full.

waiver of Interest and Penalties: - Upon request by the taxpayer, the commissioner'

Commissioner General or the Cabinet Secretary for The National Treasury may waive interest

and penalties wholly, partly or reject depending on the mitigating factors advanced by the

taxpayer;

Write off/Abandonment of tax: - The Cabinet Secretary for the National Treasury may write

off or abandon collectable tax on recommendation by the Commissioner whereby the tax has

become irrecoverable due to various reasons.

tear ended 3dr .\.ne 2015

8. Arrears of Revenue

The financial statement reflects Arreals of Revenue due and uncollected as at 30 June 2015 of

Kshs.194, g51,716,541.16 compared to Kshs.l64, 712,793,632.92 reported as at 30 June 2014.

The amount of Kshs. 1 94,95 I ,716,541 .16 is made up of arrears for PAYE and Other Income Tax

of Kshs. 136,404,717 ,386.00, arrears for vAT and Excise Taxes of Kshs. 21,603,491,849.00,

arrears for Loan redemptions of Kshs. 12,414,837 ,326.57 and anears for loan interests of Kshs

24,528,669,97g.59. Besides failure to collect the arrears, the National Treasury has not disclosed

how it is addressing the persistent increase in arrears ofrevenue'



Loan Redemption and Interest Arrears: In the case of loan redemption and Interest, thearrears of Kshs.l2, 414'837 ,326.57 and Kshs.24, 52g,669,979.50 ro. ,"a"rptio, *J^ inr"."r,respectively are attributed to various institutions which have differ"n, t."uron, 6, no*.apuyr"n,of loans These include dormancy, poor financial performance, restructudng /reforms or thecompanies being under receivership or liquidation.

The National rreasury has taken the following initiatives to address the chaflenges:

Demand letters: - The National treasury continues to demand for the amounts due. The latest
demand letters are dated April,20lg. while some institutions have made repayments, others
have requested for and herd consurtative meetings with Treasury on th" 

-*uy 
forward.

Categorizing Institutions: - The National Treasury has categorized the institutions which are
dormant, collapsed or liquidated. A detail review of each to establish the recoverabirity of
amounts owing has been iniliated with a view to seeking authority for restructuring or writing off
the loans.

Managing Poricy Changes: - where there have been changes in law or reforms in the sector
such that the loan obligations are expected to move to other institutions, efforts are being made
to transfer the loan to the respective receiving entity. This is being considered in the transfer of
assets and liabilities arising from the changes.

Negotiations and Restructuring: - consultative meetings between The National rreasury and
the institutions with loans have been held with the view io compelling them to make good their
obligations. where there is sufficient proof that they are facing financial performance idr.ng"r,
negotiation for loan restructuring is considered as an option;

Privatization: - Privatization process of some of the institutions especially in the sugar sector isongoing. It is expected thar fte outstanding roan arrears wil[ be aidressed iiuough theprivatization process.

Selling and Recovery: - Some institutions that have been put under receivership are expected toturn around to profitability and be abre to meet (heir obrigations. where the ,"".iu.r_,nlnug., i,not able to turn around the institution, it is expected that oi the sale orme entity, the Cor"-r"n,loans would be considered in the distribution of the proceeds.

Committee Observations and Findings

The arrears of revenue due and uncoflected as at 30rh June 2015 stood at a
staggering Kshs. 194,95r,716,541.16 (Ksh. 195 bilion) comprising of arrears for
PAYE and Other Income Tax of Kshs. 136,104,i 17 ig6.00 (Ksh. 136.4 bi,ion),
arrears for VAT and Excise Taxes of Kshs. 21,603,491,g49.00 (Ksh. 2f.6 billion),
arrears for loan redemptions of Kshs. 12,414,g37,326.57 (Ksh. 12.4 billion) anJ
arrears for loan itrterests of Kshs. 24,52g,669,91.9159 (Ksh. 24.5 billion).
The persistent increase in arrears of nationar revenue denies the nationar and
county government the scarce financiar resources that it needs to undertake their
development programmes and projects. Further, the huge arrears of revenue due

I
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and uncollected undermines the principle of equitable sharing of national revenue

between the national and county government as enshrined in Articles 202 and 203 of

the Constitution of KenYa, 2010'

3. The cabinet Secretary and receivers of revenues for the national government have

been granting waivers of interest and penalties and write off/abandonment of tax

including tax exemption. However, full details of these waivers and exemptions have

not been disctosed to the Auditor General in contraYention of the provisions of

Article 210 of the coK, 2010 and sections 76 arld 82 of tbe PFM Act 2012. Further,

these waivers and tax exemptions (tax expenditures) lead to losses of national

revenueofapproximately2.5percentoftheGDP(approximatelyKsh.200billion
annually) as per studies by KRA and World Bank'

4. Had the arrears been effectively collected, the ratio of revenue share bet$'een

National Government and Counties would have varied in percentages'

Committee Recommendations

l. The Accounting oflicer, National Treasury shoutd be held responsible for PAYE

and other Income Tax matters and vAT and Excise Tax matters jointly and

individually be held responsible for failure in their responsibilities for collecting and

accounting for tax retLnue arrears for PAYE and Other Income Tax of Kshs.

136,404,717 $g6.00 (Ksh, 136.4 billion), and arrears for VAT and Excise Taxes of

Kshs.21,603,491,849'00(Ksh.2l.6billion)intheFY20l4/2015incontrarytothe
provisions of KRA Act No. 2 of 1995, Section 78 of the PFM Acl2012 and Section 4

of Tax Procedures Act No, 29 0f 2015 and should ensure that taxes and revenue

arrears are collected and accounted for

2. The cabinet secretary for the National Treasury should fast-track the adoption of

IPSAS accrual basis of reporting by all national government entities including Semi-

Autonomous Government Agencies (SAGAs)' State Corporations and

constitutional commissions and Independent oflices. IPSAS accruals basis of

accounting and reporting provide a complete and reliable financial position of the

Government of Kenya and address challenges in accounting and reporting of

revenuetherebypromotingtransparencyandabetterunderstandingoffinancial
position of the whole government.

3'TheCabinetSecretaryfortheNationalTreasuryshouldwithinthree(3)monthsof
adoption of this report, prepare and sutlmit to the Auditor General for audit review

and subsequent reporting to Parliament, a comprehensive financial statement of tax

waivers, exemptions, interest and penalties write offlabandonment for the period FY

2014t2015 to date in line with Article 210 of the coK, 2010 and Sections77, 80 and

82 of the PFM Act 2012.

4.TheCabinetSecretaryfortheNationalTreasuryshouldwithinthree(3)monthsof
adoption of this report prepare and submit to Parliament a comprehensive report

onvariousstatutorytaxexemptionsandincentives(taxhotidays)offeredbythe
I FiFZt
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Government of Kenya with a view to determine their efficacy in promoting
investments and exports.

NATIONAL EXCHEQUER ACCOUNT
Basis for Disclaimer of Opinion

Submission by the Accounting Officer

The Accounting officer stated that the National rreasury wishes to respond to the two issuesraised as follows:

9' Transfer of Proceeds from the sovereign Bond to the Nationar Exchequer Account
In the Report for 2013/2014, it was indicated that proceeds from the Sovereign Bond of uSDr,999 

'052,972.97 .ut of the totar amount of USD i,ooo,ooo,ooo.o0 were received on 24 June2014 and deposited into an 
-offshore 

account, confary io Article 206 of the constitution ofKenya and Section r7(2) of public Finance Management act, 2012 which requires that allmoney raised or received by or on beharf of the Nationar Government be paid into tlreConsolidated Fund.
It was further reported that, out of the balance in the offshore account of USD r,ggg,o52,g72.g7as at 2 July 2014, an amount of USD 395,439,262.50 (Kshs.34, 648,388,180.25; ** 

"" , ,U,2014 transfened to the Exchequer Account to fund infrastructure projects but accounted for in2013/2014 financiar year. on the same date of 3 Jury 2014 another amount of USD604,560,737.50 (Kshs.53, 201,344,900.00) was withdrawn from rhe offshore account to fund therepayment of a syndicate loan.
The amex to the National Exchequer Account statement of receipts and issues for the financialyear ended 30 June 2015 show that the remaining balance in the offshore account of USD999'018,457 '60 (Kshs. 88,463,08 4,420.45) was on i Septem ber 2014 transferred ro a SovereignBond Deposits Account at the central Bank of Kenya. The armex further indicates that anadditional amount from extemal bonowing of USD grs,436,932.00 (Kshs.73, s05,196,715.30),
being net proceeds from the tap sare, was arso transferred on l7 December 2014 to the SovereignBond Deposits Account at the Central Bank ofKenva.
Further, the financial statements reflect under Note s.s net proceeds from commercial financing(Sovereign {Eurobond) toraring Kshs.2l5, 469,626,035.7 5 in the year 2or4/20r5. However,investigations into the receipts, accounting and use of funds related to the Sovereign/Eurobond
are still ongoing and the accuracy of the net proceeds of Kshs.2l5, 469,626,035.7; i. y"t to l"ascertained.

Compliance with the Constitution and public Finance Manage nt ent Act, 2012
As INdicated in the report and in the National Exchequer Account financial statements, a total ofKshs 250,1 I 8,014,216.00 was raised from the Sovereign Bond out of which an amount ofKshs.34 648,388,180 was credited to Excheq uer and accounted for in Fy 2013/2014. Thebalance of Kshs 215,469,626,03600 was accounted for in Fy 2}l4l2}l5, with Kshs

I
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162,268,281,136.00 transfen ed to the special Sovereign Bond accounl at CBK, and eventually to

the Exchequer account at various dates, based on National Treasury cash flow requirements.

The offshore accounts were opened specifically to receive the proceeds in line with international

practice on similar transactions. These accounts, as well as the special Sovereign Bond account

at CBK, are considered as part of the Consolidared Fund. The payment of Syndicated loan Kshs.

53,201,344,900 was in line with Article 214 of the constitution, as a charge on the consolidated

Fund. This was done af,er approval of the Controller of Budget in line with Article 206(4) ofthe

Constitution and Section l7(4) ofthe Public Finance Management Act,2012. The CBK effected

the payment, pwsuant to the Section 45(d) of the Central Bank of Kenya Act'

This is further supported by the attached legal opinion from the Office of the Attorney General

(Ref: AG/CONF 2ll8/l VOL I dated 1l December, 2015) on lhe matler. The audit rePort was

issued before the special audit had been concluded

As stated in your report, the special audit for the Sovereign Bond that was requested by the

National Assembly is stilt on-going. We note that the audit commenced in January, 2016. It was

expected that the audit of National Exchequer Account will be finalized once the special audit is

concluded to avoid contradicting the opinions should the outcome of special audit provide basis

of forming an altemative opinion. The audit report is not consistent with the report issued on FY

20t3t2014.

The adverse audit report issued for FY 2014/2015 financial statements contrasts fundamentally

from the opinion issued for FY 2013/2014, which reads: "ln my Opinion, the statement plesent

fairly, in ail material aspects, the receipts into and issues from the National Exchequer Account

for ih" year ended 30 June, 2014 in accordance with Govemment Financial Regulations and

Procedures and the Public Finance Management Act, 2012 of the laws of Kenya"

..1 have however, not qualified my audit opinion on the basis ofthis matter due to the fact that the

balance of actual net proceeds from Sovereign Bond is correctly reflected in the Off-Shore

Account and the Central Bank of Kenya Special Account".

Given the fact that the information and documentation provided in FY20l4/2015 was

substantially the same as that provided in FY 2013/2014, the drastic change in the audit opinion

is not undeistandable and the audit report does not explain the reasons leading to the change.

This concem has been explained clearly in our letter Ref: No. AG l7l06iryOl. III/44 dated 22nd'

July 2016 addressed to the Auditor General.

2. The Director of Public Prosecution (DPP) Press Statement

It should also be noted that both Ethics and Anti-Corruption Commission (EACC) and Director

of pubtic Prosecution investigated the matter extensively. The DPP in a press statement dated

31" May 2016 stated that:

,,Upon independent review of the evidence gathered in the inquiry file and the re submitted file. I

have found no evidence to support the allegation about the alleged misappropriation of Kshs 250

billion or any part thereof."
,,Further, I have found no evidence disclosing any criminality on the part of any government

offrcial(s)."
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"ln the premises and, as matters stand now, there is no evidence upon which a prosecution mayensue." The matter remains outstanding until Special Audit is concluded.

Committee Observations and Findin gs

i' The investigations into the receipts, accountitrg and use of funds rerated to thesovereign/Eurobond are st,r ongoing and the accuracy of the net proceeds of Kshs.
215,469,626,035.75 reported in the Fy 2013/2014 is yet to be ascertained.

ii. The speciar audit of ut ization of the proceeds of the Sovereign/Eurobond of Kshs250,118,014ar6.00 realized in the Fy 20r3r20r4 has not been concruded and has
taken inordinately long time.

Committee Recommendations

The Auditor General concludes the investigations into the receipts, accounting and use offunds related to the Sovereign/Eurobond of Kshs 2s0,rrg,0r4,276.00 rearized in the Fy201312014 and submit progress or finar report to parriament within (3) three months ofadoption of this report.

GOVERNMENT CLEARING AGENCY FTND
Basis for Disclaimer of Opinion

10. Unsupported Debtors and Creditors Balances

The statement of financial position as at 30 June 2015 reflects balances of Kshs.300, g3r,176.15
and Kshs.52, 973,896.80 under Accounts Receivables - Debtors and Accounts payables _
Creditors respectively. However, these balances have not been supported with verifiable records
and documents including tlebtors and creditors registers specifically. The creditors, balance hasnot been supported with contracts, Locar purchase/Service orders, invoices and derivery noreswith the result that accuracy' completeness and validity of the balance could not be ascertained.
Further, the debtors' balance of Kshs .300, 931,776.15 is net of a Clearance Account balance ofKshs.654, 000,000.00 which, has also not been supported with any verifiable documents makingit difficult to ascertain what it represents.
Submission by the Accounting OIIicer

The Accounting officer in stated that the Accounts Receivables - Debtors of Kshs.300,931,776.15, Accounrs payables - creditors of Kshs. s2,g73,g96.g0 and the Clearance
balance of Kshs. 654,000,000.00 are both balances carried forward for many years and rreasuryformed a taskforce to address issues of old barances appearing in Ministriesi o"prrt-"rt, una
Agencies books of Accounts with a view of crearing the same. The process had not been fulrycompleted due to lack records.
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Committee Observation and Finding

The Accounts Receivables - Debtors of Kshs' 300,931,776'15, Accounts Payables-Creditors

of Kshs. 52,973,896.80 and the clearance balance of Kshs. 654,000'000.00 are both balances

carried forward for many years and 'freasury formed a taskforce to address issues of old

balances.

Committee Recommendation

TheNationalTreasur;,Taskforceonoldbalancesshouldcompleteitsworkwithinnine
months from August 2018 and submit its report to the Auditor General not later than €nd

of April 2019.

ll. Unsupported Fund and Paymaster General Balances

The statement of financial position also reflects a brought forward Fund balallce of Kshs 2,

l4'1,492.05 and a Paymaster General (PMG) overdraft balance of Kshs.245, 810,387 30 which'

as in the previous instance, have not been supported with verihable documents including a bank

balance confirmation certificate and a bank reconciliation statement, with the result that accuracy

and validity of the balances could not be confirmed'

Submission by the Accounting OIficer

The Accounting officer in his submission staled that these are both aggregates of old balances

that have been carried forward for very many years. This is a historical problem that affects the

whole Govemment and the National Treasury has formed a task force to address the old balances

appearing in Ministries, Departments and Agencies books ofaccounts'

Committee Observation and Finding

The statement of financial position still reflects a brought forward Fund balance of Kshs.2,

147,492.05 and a Paymaster General (PMG) overdraft balance of Kshs.245' 810,387'30'

The matter relates to the issue of old outstanding balances being handled by the Taskforce

on Old Outstanding Balances.

Committee Recommendation

The National Treasury Taskforce on old balances should comptete its work within nine

months from August 2018 and submit its report to the Auditor General not later than end

of April 2019.

PETROLEUM DEVELOPMENT LEVY FUND

Basis for Adverse OPinion

12. Presentation and Disclosure of Financial Statements

The Petroleum Development Levy Fund financial statements prepared and submitted for audit do

not fully conform to the Intemational Public sector Accounting Standards (cash Basis) as

R"porr on rh" E ort,ronon ofthe Report of thc Audt

'lear endcd 3d' Jun 2015 -Firo*iol 
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The Accounting officer submitted to the Auditor Generar Incomprete petroreum
Development Lery Fund financiar statements that did not fufiy conform to theInternational Public Sector Accounting Standards (cash Basis) as prescribed by the
Public sector Accounting standards Board. The financiar statements do not incrudea statement of cash flows and a statement of comparative budget and actual
amounts' The Fund Account was later amended to incorporate both the cash flow
statemenr and the statement of comparative budget and actuar amounts and the
same was submitted to the Auditor General for audit review.
The Committee marked the matter as resolved.lt.

Committee Recommendation

The Accounting officer shourd ensure that the Nationar rreasury keeps up-to-datefinancial and accounting rerords that compry with provisions of section oali; or tne rrrrrAct 2012 and that the comprete financiar and accounting records are presented within three(3) months after the crose of the financiar y.", pu.rr"rit to the provisions of Articre 229 ofthe Constitution of Kenya 2010 and Section 6g(2) (k) of the pFM Act 20I2.
13. Uncleared Balance

The stalement of financial position as at 30 June 2015 reflects a balance of Kshs.3,
772,445,840.60 under cash with p.M.G brought forward from 2013/2014 and previous years.
Although the National rreasury has constituted a task force on clearance of old balances, a repon
d'ated 29 September 2015 issued by the task force does not show the progress made to anaryze
and clear this long outstanding balance from the books olaccounl
Submission from Accounting Oflicer
The Accounting officer stated that submissions for r3 and l4 are answered in paragraph l4
Committee Observstions and Findings

i. The statement of financial position as at 30 June 20rs reflects a barance of Kshs.3,
172,445,840.60 under cash with p.M.G brought forward from 20r3l20r4 and

Repo on the Eramination
Year ended 3d' Jun 21ls

the Repo ofhe ,4uditor-General on the Financial SratemcntsJor the Ni,ofial Goeemtwn! lor lhe

prescribed by the Public Sector Accounting Standards Board. The financial statements do notinclude a statement ofcash flows and a statement ofcomparative budget and actual amounts.

Submission by the Accounting Officer

The Accounting officer stated that the statement of cash flow and the statement of comparative
budget and actual amounts were erroneously omitted and the Fund Account was later amended toincorporate both the cash flow statement and the statement of comparative budget and actual
amounts and the same was submitted to the Auditor General for audit review.
Committee Observations and Findings

t.



ll.

previous years. The matter relates to the issue of old outstanding balances being

handled by the Taskforce on Old Outstanding Balances'

The Committee marked the matter as resolved'

Committee Recommendation

ThePrincipalsecretaryNationalTreasuryshouldensurethattheTaskforceonold
balancesshouldcompleteitsworkwithinninemonthsfromAugust20lSandsubmitits
report to the Auditor General not later than end of April 2019'

14. Bank Balance

The statement of financial position as at 30 June 2015 also reflects a bank balance of Kshs'

1,365,012,262.60 while the Fund's cash book as at the same date indicates an amount of Kshs.

1,061,873,075.15 resulting in an unexplained and unreconciled difference of Kshs'

303,139'187.45. Consequently, the validity and accuracy of the cash book balance of Kshs.l,

061,873,075.15 as at 30 June 2015 could notbe ascertained'

Submission by the Accounting Officer

The Accounting offrcer stated that the figure reflected as Paymaster General Account of Kshs'

3,772,445 ,840 .60 and the difference in balk balance of Kshs. 303,139,187,45 are both

aggregates of old balances that have been canied forward for very many years The Ministry

upp.*"a before the taskforce on old balances and was given the go ahead to clear the same from

the books of accounts. The same old balances were cleared when preparing the financial

statements for F\ 2016/17 .

Committee Observations and Findings

i. The statement of financial position as at 30th June 2015 reflected a bank balance of

Kshs.l,365,012,262.60whiletheFund'scashbookasatthesamedateindicatesan
amountofKshs.l,06l,sT3,0TS.l5resultinginanunexplainedandunreconciled
difference of Kshs. 303,139,187.45. The matter relates to the issue of old outstanding

balancesbeinghandledbytheTasklorceonoldOutstandingBalances.TheFund
Accountwaslateramendedtoincorporateboththecashflowstatementandthe
statement of comparative budget and actual amounts and the same was submitted to

the Auditor General for audit review.

The committee marked the matter as resolved'u,

-@"neruIontheRruncnlStalenEnI5lollheNalonalaovenenllol1he
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Committee Recommendation

RURAL ENTERPR]SE FUND

Basis for Disclaimer of Opinion

15, Uncleared Balances

Reryrt on the Euntrution

The Principal Secretary Nationar rreasury shourd ensure that raskforce on ord barancesshould complete its work n'ithin nine months from August 20lg and submit its report to theAuditor General not later than end of April 2019.

Following the winding up of the Rural Enterprise Fund through Legar Notice No. 97 dated 29June 201 2, any amounts remaining in the iurar Enterprise Fund were to be paid into theconsolidated Fund. However, the Nationar rreasury has not yet closed the Fund,s books ofaccount despite the Legal Notice and has continued to prepare and submit the Fund,s financiarstatements for audit The Fund's statements offinancial iosition as at 30 June 2015 presented foraudit continue to reflect a total amounl of Kshs. 3g7,90g,774.30 under financiar assets made upof balances of Kshs. 394,559,879.30, Kshs. 1,951,920.60, Kshs. 108,g39.70, and Kshs.I 
'288,134-T0against Account Receivabres Loanees, cash with D.c. (Loans Repaid), Cash withD'C (lnterest on Loans) and cash in the D. c's Miscellaneous Deposit Account, respectively.A report dated June 2015 issued by the task force on winding up of dormant funds does not showthe progress made to clear these balances and transfer the fund balance to the consolidated Fund.

Submission by the Accounting Officer
The Accounting officer stated that the fund was wound up vide legal notice no. l r 9 of l4sNovember, 2012. The National Treasury is in the process of closing the books of accountsthrough requesting for a write-off.

Committee Observation and Finding

The Rural Enterprise Fund was wound up vide regar notice no.ll9 of ,4rh Novemb er,2012.However, the Nationar rreasury is in the process of crosing the books of accounts throughrequesting for a write-off.

Committee Recommendation

The cabinet Secretary for the Nationar rreasury shourd finalize the winding up of theFund and submit the winding up report in line with the pFM Act and Regulation 209 of thePFM (NationaI Government) Regulations 2015.

16. Unresolved Matters in the Report for 2013t2014

A review of the unsatisfactory matters highlighted in the report for 20r3r20r4 revealed that theyremained unresolved during the year 2014/2015 as follows:

Yeat ended 3d' Junc 20 I 5
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16.1 Loan Beneficiaries

The statement of assets and liabilities as at 30 June 2013 nd 2014 reflected a loan balance of

Kshs. 394,559,879.30, which included an amount of Kshs. 220,013,036.70 that had not been

analyzed to show the names of borrowers. amounts borrowed and amounts outstanding'

Consequently, and in absence olthe analysis, the comPleteness and correctness of the balance of

Kshs.3bq, SiS,g:.q .lO as at 30 June 2013 and 20i4 could not be ascertained. Further, no interest

on the loars outstanding as at 30 June 2013 and 2014 were accrued in the accounts.

16.2 Unbanked Cash

The statement also reflected unbanked cash balances totaling Kshs.3. 348,895 00, brought

forward from 201212013 and earlier years. According to information available the total amount

comprised Kshs. 1 , 951 ,920.60 repreienting cash with DC (Loans Repaid); Kshs. 108, 839.70

Cash with DC (Interest on Loans); and kshs.l, 288,134.70 relating to Cash in the DC'S

Miscellaneous Deposit Account. Further, there was no evidence to confirm actual existence of

the amount of Kshs.3, 348,895.00 at the DC's Office.

In addition, the figure of Kshs.l, 951,920.60 under DC (Loans Repaid) included advances

amounring io rcshs.ZOZ, 344.25 in form of IOUs issued in 1997/1998 from the Fund to five

officers riorking at the DC's Office, Kisumu. The IOUs had not, however, been surrendered as at

30 June 2015.

16.3 Unreconciled Balance

The statement of assets and liabilities for deposits 07 as at 30 June 2013 reflected a debit balance

ofKshs.1,828,387.65 in respect of the Fund, while the Fund Accounts for the same year showed

a figure of Kshs.397, 9O}J74.3O against the item. The significant difference of Kshs'396,

080386.65 between the two sets ofrecords has not been reconciled or explained.

Submission by the Accounting Officer

The Accounting Officer stated that this fund was established in 1992 through legal Notice

No.tOS to p.ovi"ide loan facilities to individuals or groups of individuals in rural areas to assist

them in expansion and growth of informal and small scale enterprises through provision of

resources for initial investment and working capital.

Increase the productive capacity of the borrowers by creating income and employment

seneratins. oDportunities. This hasbeen a dormant Fund and was wound up vide legal Notice No.

iis "i r7*'S.ptember, 2012. National Treasury is in the process of closing the books of

accounts tkough requesting for a write-off.

The matter remains outstanding until the conclusion ofthe winding-up process'

Committee Observation and Finding

The Rural Enterprise Fund was wound up vide legal notice no'l19 of l4tb November,20l2.

National Treasury is in the process of closing the books of accounts through requesting for

a write-off.

Committee Recommendation

Year ended 3rJ' Junc !015



The Principal secretary, Nationar rreasury shourd ensure that the Taskforce on ordbalances shourd comprete its work within nine months from August 20lg and submit itsreport to the Auditor General not later than April, 2019.

THE TREASURYMAIN CLEARANCE FUND

Basis for Adverse Opinion

17. Presentation and Disclosure ofFinancial Statements

The Treasury Main clearance Fund's financial statements prepared ald submitted for audit donot fully conform to the Intemational public Sector Accounting Standards (cash Basis) asprescribed by the Public Sector Accounting Standards soara. rhe financial statements submitteddo not include a statement ofcash flows.

Submission by the Accounting Officer
The Accounting officer stated that the Treasury Main clearance Fund Financial statements forthe year ended 30s June 2015 initialry preparel -J ,ri.iu.a for audit did not incrude a cashflow statement. This was an omission tirat'has now u".n L.tin"a. The Fund Account has beenamended to incorporate the cash flow statement and the same have been submitted to the AuditorGeneral for audit review.

Committee Observations and Findings

The Accounting officer submitted to the Auditor Generar Incomprete TreasuryMain clearance Fund's financiar statements that did not fury conform to rheInternational Pubric Sector Accounting Standards (Cash Basis) as prescribed by thePublic Sector Accounting Standards Board.
The financial statements amended to incorporate a statement of cash flow.
The committee marked the matter as resolved.

Committee Recommendation

The Accounting officer shourd ensure that the Nationar rreasury keeps up-to-datefinancial and accounting records that compry with provisions of section oali; or ile rruAct 2012 and that the comprete financial and accounting records are presented within three(3) after the crose of the financiar year pursuant to the provisions of Articre 229 of theConstitution ofKenya 2010 and Section 6g(2k) of the pFM Act 2012.
18, Accounts Receivables- Debtors

The Treasury Main clearance Fund statement of financial position as at 30 June 2015 reflects anaccounts receivables' balance of Kshs. 12,503,601,445.65, which includes account balances
totaling Kshs. 2,332,188,394.25 that have not been analyzed as summarized:

lt.
ii i.

Description of Account

003-National Treasury
0 I 3-Police Headquarters

Balance (Kshs)

7,931,690.15

170,879.35

Repart on the Etanitanon olthe
fear endcd 3d' June 20tS
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0 1 9-Immi gration DePartment

021-Pensions Department

032-Remittance to Crown

049-Ministry of Planning

054-Remittance to Karachi Agent

05 5-Remittance to BombaY Agent

058-Fluorspar ComPanY Ltd

Total

433,000.25

(21,s72,019.8s)

2,34t,896,517 .60

1,712,108.8s

132,319.40

54,920.15

1,028,978.35

2332,188,394.2s

Consequently, the completeness and accuracy of the balance could not be ascertained' Further'

no reason has been provided for the inordinate delay in recovery of debts amounting to Kshs. 12,

503,607 ,445.65 which have been due for many years'

19. Accounts PaYables- Creditors

The statement of financial position also reflects an accounts payables' balance of Kshs.l2,

490,4./8,940,70. The balance includes amounts of Kshs. 523,686.45 under PMG Special

Account, Kshs. 2,285,51 1,054' l5 under Advance Deposits, Kshs. 29,963,830.85 under Advance

Deposits - Ministry of Information and communications and Kshs. 93,454.55 under JCF Interest

all brought forward from 2)l3l2}l4 financial year. However, as reported in the previous years,

these amounts have not been analyzed or supported with relevant documents' consequently. the

completeness and accuracy of the creditors balance of Kshs.12, 490,478,940.70 could not be

ascertained.

20. Balance Brought Forward

The statement of financial position further reflects a brought forward balance of Kshs'

(g71,495.05) which as reported in the previous year's differs from the calculated figure of Kshs'

2,949,863 .3},being the difference between the amount received of Kshs. 10,174,386,914.70 and

the payments made of Kshs. 10,171,437,051.40 as captured in the underlying records. The

difference has not been reconciled or explained casting doubt on the accuracy of the Treasury

Main Clearance Fund statement of financial position'

21. Winding UP of the Fund

AlthoughtheFundisintheprocessofbeingwoundupinlinewiththePublicAccounts
committee recommendations and Treasury instructions on the requirement to wind up dormant

Funds, no evidence has been made available to show the status of the winding up process'

Paragraphs18,19,20,&21:AccountsReceivable-Debtors,AccountsPayables-Creditors,
balance brought forward and Winding up of the Fund

Submission by the Accounting Officer

The Accounting officer stated that this is a dormant fund and it is in the process of being wound

up through the Taskforce on the winding up of Dormant Funds. The matter remains outstanding

untit the conclusion ofthe winding-up process'

| : FiFls
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Committee Observation and Finding

The Treasury Main crearance Fund is in the process of being wound up in line with thePublic Accounts committee recommendations and rreasury instructions on therequirement to *,ind up dormant Funds.
Committee Recommendation

The ca.binet Secretary, Nationar rreasury shourd comprete the winding up of the Fundreport in line with section 24 (g) of the prlr a"t, zitz ana Reguration 209 of the pFM(National Government) Regulations 2015.

STATEMENT OF INVESTMENTS BY THE CABINET SECRETARY/NATIONALTREASURY

Basis for Adverse Opinion
22. Presentation and Disclosure of Financial Statements
The Statement of Investments by the cabinet secretary/Treasury in various companies as at 30June 2015 prepared and submitted for audit do not fully conform with the Intemational public
sector Accounting standards (cash Basis) ^ p..r.rib"d by the pubric Sector AccountingStandards Board' Statement of financial assets as at 30 June 2015 and statement of receipts andpayments for the year then ended in respect of the investments have no1 been prepared andsubmitted for audit. In addition, significant accounting policies adopted in the preparation ofthefinancial statements and other explanatory information t aa not been provided.
Submission by the Accounting OIIicer
The Accounting officer in stated that the statement of Investments by cabinetsecretary't{ational rreasury in various companies for the year ended 30th June 2015 wasprepared and submitted for Audit using the previous format since psASB had not prescribed aformat for reporting. In addition, the Statement of Investments by cabinet Secretary in variouscompanies is a memorandum statement which forms part of the notes to the consoridatedfinancial position statement of the National Treasury.
with the new reporting template, dividends received from Govemment investrnent were includedin the National rreasury's revenue statement for 2015 hence not prepared as a stand-arone
statement. The matter was kept in abeyance to be revisited during the 20l g audit.
Committee Observation and Finding

The Nationar rreasury is yet to submit revised financiar statements because dividendsreceived from Government investment were included in the National Treasury,s revenuestatement for 2015 hence it did not prepare a stand-alone statement for review andl'erification by the Auditor General.

Committee Recommendation

Report on tk Examinatbn
Year ended 3d' June 2015
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The Accounting officer should prepare a stand-alone statement for review and verification

by the Auditor General.

23. Dormant ComPanies

The Statement of lnvestments by the Cabinet Secretary/Treasury in Various Companies as at 301i

June 2015 reflects total Government shareholding of 19,521,419,886 shares with a nominal value

of Kshs. 21,511,|3|'522 compared lo 19'496,556,717 shares with a nominal value of KshS.

21,371,783,48,7 reported as at 30 June 2014. However, the balance as at 30 June 2015 includes

nine (9) companies in which the Govemment holds 29,365,817 shares with a nominal value of

Kshs. 587,31 5,695.00 as summarized: -

No minal
Name of CompanY

Paa African PaPer Mills
Kenya Poultry Ltd

Ken-Ren Chemical & Fertilizer Ltd

Nyari Estate Ltd

Kenya Farmers Association

Nat. Agri. Chemical Fertilizer Ltd

Miwani Sugar ComPanY

Mercat (K) Ltd

Busia Sugar ComPanY

Total

No. of Shares

20,094,600

4

3,640,000
,)sno

1

2,084,998

2,058,000

39

t,485,67 5

29,365,817

401 ,892,000.00
20.00

72,800,000.00
s0,000.00

20.00

41,699,960.00

4l ,160,000.00
19s.00

29,713,500.00

87,315,695.00

These companies are either dormant or under receivership and as a result, the value of the

investments in these companies is doubtful and may not, therefore, be recovered' The statement,

however, excludes Kenya Fibre Corporation Ltd (under receivership), in which the Government

holds 750,000 shares with a nominal value ofKshs.15,000,000.00. No satisfactory explanation

hasbeengivenfortheomissionexceptthatthecompanycollapsedinlg82andisearmarkedfor
a write-off.
Submission by the Accounting Officer

The Accounting officer stated that the nine companies in which the Govemment holds

29,365,817 shar-es with a nominal value of Kshs. 587,315,817.00 are either dormant or under

."a.i""*t ip and as a result the value ofthe investments is doubtfut and may not be recoverable'

Kenya Fiber corporation Limited which the Govemment holds 750,000 with a nominal value of

frnr. fS,OOO,OO0.00 *o, incorporated on 12th January 1977 It was put under receivership in

tqe2 uv,Ina,'t'ial Development Bank 0DB) and other creditors, some of whom had court

dec.ee.in view of the fact that the Company was ,nder receivership and finally liquidated, the

National Treasury excluded it from the Statement of Investment'

The matter remains unresolved awaiting the conclusion ofthe Task Force on Dormant Funds'

ttttF5EEE
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Committee Observation and Finding
The nine companies in which the Government hords 29,365,g17 shares with a nominarvalue of Kshs. 587,315,817.00 are either ao.rr"ot 

".-""a* receivership and as a result thevalue of the investments is doubtfur and may not be 
"e"ov"rabre. 

The irationar rreasury isin process of winding up the dormant .o.p"oi.. *i i-as initiated s request for a *,rite-offthe same as investments.

Committee Recommendation

The Cabinet Secretary for the Nationar rreasury shourd comprete its work within sixmonths from August 20lg and submit its report to"the Auditor General not rater than endof April 2019.

24. Investment in Kenya Commercial Bank
The Statement of Inveslments by,the Cabinet Secretary/Treasury in Various Companies as at 30June20l5reflectsGovernm:lrr!T^.!gl-d,-.-c"fszl,i6o,6oo 

sh'arcs(17.74o/osi.inofalrgl*i,r,a nominal value of Kshs.523, 600,000.00- in Kenya 
-commercial 

Bank (KCB). The sharesregister, however, indicates that rhe Govemm"nt t.ta gt,zgo,ooo.h*; ;i;;p#'vaue ofKshs'20. each in the company as at 28 June 2001 and that in the year 2007 there was a shareconsolidation of l0 shares fgr.evgrv one held upon which 
.one share certificate of 523,600,000shares with a par varue of Kshs l 

-each 
was irr:r"J. li-ir, however. not crear how the reducedGovemment shareholding of 523,600,000 rt u.", in 

-it"'"o,,,puny 
was arrived at or how thenominal value decreased from Kshs.l , 740,5g0,000.00 io fsfrs.S2:, 600,000.00.

Submission by the Accounting Officer
The Accounting officer stated that in 2007, there was a share consolidation of l0 shares lorevery share held upon which a share certificate or szr,ooo,ooo .h*.. ;,;-;;; ,"rr. 

"r 
rrn. reach was issued. The Government shareholding in Kenva commercial Ban-k has moved frompaid up of 10,000,000 shares before 1988 whei il";-u;;*^ 100% Govemment owned. Theinitial Public offer was done.in. 1988 when;rbri"";; an a,ocated 7,500,000 shares andGovernment 30,000,000 share being soz" o.J.rrrip. siil" t6"n rhere has been various publicoffers'^bonus 

- 
issues and.$chts issLs u;"gire ii;"- c";"."-ent sharehording to 17.3r% with523,600,000 shares bv 30th June 2015.., The IssJe h* ,i; been cleared by thi auditor by letterRef. No. AAnt2}l4/2015/17 dated l5rh July, ZOf O.- 

--"'--

Committee Observations and Findings
i' The Management tabred documents to support its submission that correct thestatement of investment in Kenya commerciar Bank under paragraph 24 had beenrecovered to the satisfaction of the Committee.ii. The Committee marks the matter as resolved.

STATEMENT OF OUTSTANDING LOANS
Basis for Qualified Opinion
25. Outstanding Loans Balance

Reporr on the Eramtnation olrhe
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Theconsolidatedstatementofoutstarrdingloansasat30June20l5reflectstotalloansissuedof
Kshs.210,334,182,772-g4,outofwhichanamountofKshs'13'481'299'737'4lhasbeenrepaid'
leaving a balance of Kshs. 196,s52,883,03 5.53 outstanding as at that date. The total outstanding

Ioans,balaaceofKshs.l96'852,883,0]5.53representsanincreaseofKshs.15,565,564,2l5.65
or approximately S.6% of total outstanding balance of Kshs' 181'287'318'819 88 reported as at

30June2014.However,theoutstandingloanbalanceofKshs.196,852,883'035.53couldnotbe
confirmedindependentlyfromthevariousinstitutions/parastatalswhohadbeenissuedwiththe
loansbecausenolesponsewasreceivedoncircularizationofloansrequestsenttotheNational
Treasury.

Submission by the Accounting Officer

TheAccountingofficerstatedthattherequestforconfirmationofoutstandingloanbalancesas
at30thJune20l5were..nttou-iou'institutionsinthemonthofDecember20l5tofacilitate
the audit process. ffre instituiions *t'" '"q'"'t"d 

to confirm directly to; The Auditor General'

f.nyu Nutionut Audit Office with a copy to The National Treasury'

The auditor received direct confirmations from most of the entities for who the requests were

made. For the few that naa noi confi.med, National Treasury did a follow up and received all the

confirmations requested -J fot**d"i the copies to Kenva National Audit Office for

verification. The total amount of loans issued as at 30fi June 2015 stood at Kshs'

)1-oj{i,lez,ltz.94 out or-*tl.t Kshs' 13,481,299'737'41 has been repaid leaving an

oustanding balance of Kshs. 196,852,883,03 5 '53 '

Committee Observations and Findings

It

The total amount of toans issued as at 30'h June 2015 stood at Kshs'

210334,182,712.94 out of which Kshs' 13,481'299'737'41 has been repaid leaving an

outstanding balance of Kshs. 196,852'883'035'53'

The Accounting Offrcer received all the confirmations requested and forwarded the

copies to the Auditor General for verification'

The Committee marked the matter as resolved'

Committee Recommendation

The Accounting Oflicer must at atl times ensure that confirmations of the outstanding

to"o, "r" 
submi-tted to the Auditor Generat at the time of audit'

26. Failure to rePaY Loans

The total outstanding loans balarrce of Kshs. 196,852,883,035.53 reflected in the consolidated

statementofoutstandingloansasat30June2015includesloansamountingtoKshs.
21,352,043,593.36issuedtothirty-oneinstitutions'However'theseinstitutionshavenotmade
any efforts to repay their respective loans upon maturity as shown: -

I ll.
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Institution Amount Lent (Kshs) Effective Year
Re mcnt

A.F.C 505,683,640.00 Various
Agricultural Settlement Fund & 70,717,,700.00 Various
Associated Su ry Ramisigar Facto 15,818,960.00

Co-operative Bank 266,073,098.00 Various
Coffee Board 560,332,369.20 Various
Cotton Lint 19,632,020.00

East African Sugar Industries Ltd 172,123,100.00 Various
Muhoroni Su r Co. Itd s,000,000.00 1992
Eldorct Munici pal Council 1,058,673,824.12 1993
llalal Meat Products 27,70t,420.00 1979
ICDC 89,230,500.00 Various
Kenya Industrial Estat CS 323,154,000.00

Kenya Meat Commissio n 940,241,100.00 Various
Kenya National Fetleration of Co- 5,595,600.00 Terms not
KPLC Ltd 312,479,s08.00 3U09t2006
Kenya Torray Mills 2.,982,480.00 1970
KTDC 48,000,000.00 0t/07 /1991
Kenya Urban Transport 10,706,140.00

Lake Victoria Water Sen, 4,1 16,s5s,792.00 Various
Local Government Loan uthoritySA 7,594,273,720.00 Terms not
llliwani 0ut growers Ltd 22.,600,020.00

Miwani Sugar Ntills 78,088,180.00 Various
Mumias Out gron,ers 3,600,000.00 1973t71
National Water Conservation & 2,460,874,897.O0

Nzoia Sugr 158,510,100.00 Various
P.J. Products 2,036,820.00 Terms not
Pyrethrum Board 863,368,270.00 2008
Rift Valley Water 1.,411,529,,796.04 2010

Repo on the E aninahon olhz
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Various47,200,000.00South Nyanza Sugar

Various26,205,900.00Uplands Bacon

30/09/2008103,054,639.00Water Resources Management

Total

Submission by the Accounting Officer

The Accounting Officer stated that failure to repay loans are due to various reasons ranging from

delay in project completion and disbursements causing extension of grace period. poor financial

performance, reforms, cornpanies under receivership or liquidation, ongoing privatization

pro"ers -d dormancy. The thirty-one (31) institutions are categorized and explanations for

failure to repay the loans are provided. lssue remains un resolved'

Committee Observation and Finding

ThetotaloutstandingloansbahnceofKshs'196,852,883'035'53reflectedintbe
consolidated statement of outstanding loans as at 30 June 2015 includes loans amounting to

Kshs. 21,352,043,593.36 issued to thirty-one institutions; and

Committee Recommendation

TheAccountingofficershouldensurethattheyprepareandsubmitareportonthestatus
ofrepaymentofthesetoanswithinninemonthsoftheadoptionofthisreport.

MrcRo FINANCE SECTOR SUPPORT CREDIT PROJECT (CREDIT NO.CKE 3004 0l E)

Basis for Qualified OPinion

27. Failure to Prepare the Special Account Activity

TheNationa]TreasurypreparedandsubmittedforauditPart.B,(TheSpecialAccount
Reconciliation) only of the special account statement for the year ended 30 June 2015' The

National Treasury has explained that it did not receive Part 'A' (The Special Account Activity

for the FY 201412015) of the special account statement from the central Bank of Kenya because

the Project had closed and the bank did not therefore prepare one. The completeness and

acctuacy of the special account statement cannot, therefore, be ascertained in the absence of Part

Submission by the Accounting OIIicer

The Accounting officer stated that this was an oversight and the same was prepared and

submitted for audit. The Auditor General vide letter ReiCR.No.CKE.3004 01E,/201412015118

dated 2nd February,2016 cleared the issue.

-7"p;; 
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Committee Observation and Finding

The Accounting oflicer tabred documents to support its submission that the matterrelating to Failure to prepare the speciar Account Activity under paragraph 27 had been
resolved to the satisfaction of the Committee.

STATEMENT OF OUTSTANDING OBLIGATIONS GUARANTEED BY THE KENYAGOVERNMENT

Basis for Adverse Audit Opinion

28. Presentation of the Financial Statement

Contrary to the guidelines prescribed by the Public Sector Accounting Standards Board, theNational Treasury did not prepare and submit for audit financial statements of outstanding
obligations guaranteed by the govemment as at 30 June 2015 in accordance with Intemational
Public Sector Accounting Standards (cash Basis). The single statement submitted does not
include accounting policies used in its preparation and other explanatory notes.

Submission by the Accounting OIIicer

The Statement of outstanding obligations Guaranteed by the Kenya Government for the year
ended 30th June 2015 was prepared and submitted for Audit using the previous format since
PSASB had not prescribed a rormat for reporting obligations Guaranteed by the Govemment.The
statement of outstanding obrigations Guaranteed by the Kenya Govemment for the year ended
30th June 2015 was prepared and submitted for Audit using the previous format since pSASB
had not prescribed a format for repo(ing obligations Guaranteed by the Government.
Committee Observation and Finding

The Accounting officer tabled documents to support its submission that the matterrelating to presentation of the Financial Statement on the statement of outstsnding
obligations guaraDteed by the Kenya Government under paragraph 6 had been resorved to
the satisfaction of the Committee.

29. Loag Outstanding Balances

The statement of outstanding obligations Guaranteed by the Kenya Govemment as at 30 June
2015 reflects outstanding conringent liab ities totaling Kshs. 164,132,745.60 made up of Kshs.
11,814,920.20 and Kshs. 152,317,g25.oo relating to Kenya Railways corporation und c.r"ai,
and Sugar Finance corporation, respectively. Although these balances have been outstanding fora long period of time, the National Treasury has indicated that their clearance is dependent onredemption of bonds issued by Kenya Ra,ways corporation and compretion of winding upprocess of the Cereals and Sugar Finance corporation. The balances thus remained outstanding
in the books ofaccount as at 30 June 2015.

Report oh the Exomnatton olrhc Report ol the A
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Submission by the Accounting Officer

The Accounting Officer stated that the statement of outstanding obligations guaranteed by the

Kenya Govemment as at 30th June, 2015 reflects outstanding contingent liabilities totaling

Kshs. 164, 132,7 45.60 as detailed below:

1. Kenya Railways Corporation - Ksh. 11,814,920'20

The status ofobligation guaranteed by the Kenya Govemment to bond holders was confirmed as

at 306 June,2005 and 30s June, 2006 vide letters from Kenya Railways Ref. Nos.CA/FM/503(S)

dated 2Z"d Seplember, 2006 and 3'd October. 2006. The Accounting Officer has written to the

cEo requesting for confirmation ofthe bond holders and the matulity dates.In response the cEo

wrote and indicated that there is a challenge of documentation and therefore cannot confirm'

In the absence of any indication that the obligation guaranteed has crystallized, it remains a

contingent liabitity. The clearance of the amounts guaranteed to Bondholders is therefore

dependent on redemption ofthe bonds'

2. Cereals and Sugar Finance Corporation - Ksh'152,317,825'00

The obligation guaranteed by Government in respect of bonowing by cereals and Sugar Finance

corporation (GSFC) amounting to Kshs. 152,317,825.00 has remained outstanding in our books

p"nding.on.lusionofthewindingupprocess.ThetaskForceonwindingupofdormantfunds
prepared statements of affairs to determine the financial position of GSFC. The statements were

submitted for audit examination. The issue witl be kept in view awaiting the conclusion of the

Task Force.

Committee Observations and Findings

i. The status of obligation guaranteed by the Kenya Government to bond holders of

KenyaRailwaysCorporationKsh.ll,814,g20.20intheabsenceofanyindication
thattheobligationguaranteedhascrystallized,itremainsacontingentliability.

ii. The Task Force on winding up of dormant funds prepared statements of affairs to

determine the financial position of cSFC. The statements were submitted for audit

examination. The issue wilt be kept in view awaiting the conclusion of the Task

Force.

Committee Recommendation

The Principal Secretary for the National Treasury should ensure that the National

Treasury Taskforce on old balances should complete its work within nine months from

August 20I8 and submit its report to the Auditor General not later than end of April 2019'

teor enlcd 3d' June 2a l5



STATEMENT OF OUTSTANDING PUBLIC DEBT
Basis for Adverse Opinion

30. Accounting policies

contrary to the requirements of Intemational Public sector Accounting Standards tinancial
reporting under the cash basis of accounting, tre accounting policies adopted by the National
Treasury in preparing and presenting these financiar statements have not been disclosed.
Submission by the Accounting Officer

The Accounting officer stated that initially the financial statements did not incorporate the
accounting policies. However, they were amended to incorporate the same and have since been
submitted for audit review.

Committee Observation and Finding

The Accounting officer prepared and submitted to the Auditor Generar financial
statement on outstanding pubric debt that did not meet the basic requirement underInternational Pubric sector Accounting standards (IpsAS) cash basis of accounting andreporting contrary to the provisions of section g0(3) of the pFM Act 2012. Further the
accounting poricies adopted by the Nationar rreasury in preparing and presenting thesefinancial statements were not disclosed at the time of audit.
Committee Recommendation

The Accounting officer, Dr. Kamau Thugge, for the Nationar rreasury be reprimanded
for preparing and submitting to the Auditor Generar financiar statement on outstandingpublic debt that did not meet the basic requirement under Internationar pubric SectorAccounting Standards (IpsAS) under the cash basis of accounting contrary to theprovisions of Section 80(3) of the pFM Act 2012.

3 l. Un-explained Differences

The statement of receipts and payments under Notes 20 and 2 l and the ledger as at 30 June 201 5
reflects different account barances in respect of the same items as indicated:

Report on tha Examhaton of rhc Rzpon of
Year ended 3d' June 20t j
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Item Financial Statement

Balance Kshs.

Ledger Balance Kshs Difference Kshs

Extemal

Interest

Debt 33,330,I 89,096.3 5 6,520,162,456.65 6J20,162,456.65

External

Redemption

Debt 80,213,525,854.00 7 s,540,232,323.60 4,673,293,530.40

Internal

Inlerest

Dcbt 139,3 63,010,320.00 136,789,092,079.70 2,513,918,240.00

I 65,249,803,076.80 139,748,6 I 7,500.00 25,501 ,l 85,576.80

The management has not reconciled these differences'

Submission by the Accounting Officer

TheAccountingofficerstatedtheamountscaptuedintheledgerhadbeenunderstateddueto
some vouchers that had not been posted in the ledger. The vouchers have since been posted into

theledgerandboththefinancialstatementandledgerfiguresnowbalancing.Theaccountshave
since been amended and submifted for audit review'

Committee Observations and Findings

i. Members observed that the revised ledger sheets had been submitted for

lt,

verification.However,theissueremainsunresolveduntiltheAuditorGeneralhas
verified the revised ledgers.

The Accounting Officer failed to ensure lhat the entity keeps complete financial and

accounting records devoid of anomalies in compliancc with the provisions of Section

68(2)ofthePFMAct20l2andthatthecorrectfinancialandaccountingrecordsare
presented within three (3) after the close of the financial year pursuant to the

provisionsofArticle22goltheConstitutionofKenya2010andSection68(2k)ofthe
PFM Act 2012'

Committee Recommendation

The Accounting oflicer should ensure that reconciliation of statement of outstanding

public debt is undertaken in time and that the entity keeps up-to-date financial and

accountingrecordsthatcomptywithprovisionsofSection68(2)ofthePFMAct2012and
that the financial and accounting records are presented within three (3) after the close of

Yeor ended 3d' June 2015

lntemal Debt

Redemption

I



Report on the E omination

Committee Recommendation
The Accounting officer shourd ensure that reconc iation of outstanding pubric debts isundertaken in time and that the entify keeps up-to-date financiar and aciounting recordsthat comply with provisions of Section 6g(2) of the pFM Act 2012 and that the financialand accounting records are presented within three (3) after the crose of the financiar yearpursuant to the provisions of Article 229 of the constitution of Kenya 2010 and Section
68(2k) of the PFM Act 2012.

33. Un-explained Source of Funding
The statement of receipts and payments fr'ther shows thal an amount of Kshs.416, 234,43r,r72
was transferred from the Nationar rreasury/exchequer to vote R050-CFS public Debt in the

Year ended 3dr June 20t S

oj the R.po ol th. ,{uditor-General on the Financial Statem.nts lor the Notional Aove

the financial year pursuant to the provisions of Article 229 of the Constitution of Kenya
2010 and Section 68(2k) of the pFM Act 2012.

32. Comparative Balances

The financial statements reflect under Note 20 comparative balances in respect of interest ondomestic bonowings totalingKshs. 116,492,7 59,327.00 which differs with the balance of Kshs.
I 17 .037 ,704,912.00 shown against the same item in the audited financial statements for
2013/2014 resulting in a difference of Kshs. 544,g45,5g5.

Submission from the Accounting Officer

The Accounting officer stated the comparative balance in respect of Intemal Debt Interest ofKshs l r 7,03 7,7 04,912-35 was revised ro Kshs. 116,492,7 59,326.g5 comprising of Kshs.
91 ,170,200,986.00 and Kshs. 25,322,s5g,341.00 in respect of interesr on Treasury"Bonds and
other loans respectively. Afler the amendments both the financial statement and ledger are nowbalancing. The revised financial statements were submitted for audit review.
Committee Observations and Findings

i' The financiar statements on outstanding pubric debt reflected under Note 20comparative barances in respect of interest on domestic borrowings totaling Kshs,
116,492,759,327.00 which differed with the barance of Kshs, tll,osl,l0i,gtz.oo
shown against the same item in the audited financiar statements for Fy 2013/2014
resulting in a difference of Kshs. 544,94S,5g5.

ii. The Accounting officer faired to ensure that the entity keeps comprete financiar and
accounting records devoid of anomaries in compriance with the provisions of Section
68(2) of the PFM Act 2012 and that the correct financiar and accounting records arepresented within three (3) after the crose of the financiar y"ar p,rriuaot to theprovisions of Articre 229 of the Constitution ofKenya 2010 and section 6g(2k) ofthe
PFM Act 2012.



financial year 201412015. However, expenditure totaling Kshs.4l 8 , 156,528'347 .00 was incurred

against the Vote, resulting in an r:nexplained funding to the tune of Kshs.|,922,097 '175.00.

Submission by the Accounting Oflicer

The Accounting officer stated that by the time of audit, the statemenl of receipt and payments

showed amount of Kshs.4l6, 234,431,172.00 for servicing Public Debt interest and redemptions

havingbeentransferredfromtheNationalTreasury/ExchequeltoVoteR050.CFSPublicDebt
in the Financial Y ear 201412015. The balance of Kshs 1,922,097,175 was paid from unspent

exchequer from previous financial year'

Committee Observation and Finding

Thestatementofreceiptsandpaymentsforoutstandingpublicdebtsshowedthatan
amount of Kshs .416, 234,431,,172 was transferred from the National Treasury/exchequer to

vote R050-GFS pubtic Debt in the FY 201412015. However, expenditure totaling Kshs.4l8'

156,528,347.00 was incurred against the Vote, resulting in an unexplained funding to the

tune of Kshs.1, 922,097,175.00.

Committee Recommendation

TheAccountingofficershouldensurethatreconciliationofoutstandingpubticdebtsis
undertaken in time and that the entity keeps up-to-date financial and accounting records

thatcomptywithprovisionsofSection6S(2)ofthePFMAct2012andthatthefinancial
and accounting records are presented within three (3) after the close of the financial year

pursuanttotheprovisionsofArticle22goftheConstitutionofKenya2010andSection
68(2k) of the PFM Act 2012.

34. Bank Balance

The statement of hnancial position and the bank certificate reflect an overdraft bank balance of

Kshs.3T,8Tl,353.l5asat30June2015.Thecashbookhorr,everreflectsabankbalanceof
Kshs.'126,415,953.15 as ar rhe same date. No reconciliation has been provided for the difference

ofKshs.l64,28T,306.30.Consequently,theaccuracyofthebankbalanceasat30June20l5is
doubtful.

Submission by the Accounting Oflicer

The Accounting officer stated the statement of financial position; bank certificate and board of

survey report r"fl.", u bank debit balance ofKshs 37,871,353 15 and Cashbook bank balance of

Kshs 126,415,923.15 as at 30'h June,20l5. The bank reconciliation statement for C'F'S R050 as

at 30fi June,2015 was done and submitted for audit examination'

Committee Observations and Findings

i.Thefinancialstatementsonoutstandingpublicdebtreflectedanoverdraftbank
balance of Kshs.37, g71J53.15 as at 30th June 2015. The cash book however

reflected a bank balance of Kshs'126, 415,953'15 as at the same date' No

Yeot endzd 3d' Junc 2015



lt.

reconc,iation was provided at the time of audit for the difference of Kshs.l64,287,306.30; and
The Accounting officer faired to ensure that the entify keeps complete financiar andaccounting records devoid of anomaries in compriance with the provisions of Section68 (2) of the pFM Act 2012 and that the correct financiar and accounting recordsare prcsented within three (3) after the crose of the financiar y"". pr".u"-nt to th.provisions of Articre 22g of the Constitution of Kenya 20r0 and section 6g(2k) of thePFM Act 2012.

Committee Recommendation

The Accounting officer shourd ensure that reconciliation of outstanding pubtic debts isundertaken in time and that the entity keeps up-to-date financiar and aclounting recordsthat compry with provisions of Section 6g(t) oi the pFM Acr 2012 and that the financiarand accounting records are presented within three (3) after the crose of the financiar yearpursuant to the provisions of Articre 229 oI the Constitution of Kenya 2010 and section 6g(2) (k) of the pFM Act 2012.

35. Omitted Balance

Note 25 to the financial statements reflect a central Bank of Kenya-public Debt (Sinking Fund)balance of Kshs.2, og3'437.50. The balance has, however, not been incruded in the statement offinancial position. Thus, total financiar assets balance has been understated by the same amount.
Submission by the Accounting Officer
The Accounting officer stated by the time of audit Note 25 to the financial statement reflected ascentral Bank of Kenya- pubric Debt (Sinking Fund) balance of Kshs, 2,093,437.50. Theunderstated amount has since been rectified and captured in the revised financial statementswhich were submitted for audit review.

Committee Observations and Findings

The notes to the financial statements on outstanding pubric debt reflected a central Bank ofKenya-Public Debt (SinJ<ing Fund) balance of Kshs.i, o9:,a37.50. The balance was, however,not been included in the statement of financial position; and

The Accounting officer fa ed to ensue that the entity keeps complete financiar and accountingrecords devoid of anomaries in compliance with the proui.ior. of Section 6g(2) of the pFM Act2012 and that the correct financial and accounting .e"ords ure presented within three (3) after theclose of the financiar year pusuant to the provisions of Article 229 of theconstitution of Kenya2010 and Section 68(2k) of the pFM Act 2012.

Committee Recommendation

The Accounting Officer should ensure that reconciliation of outstanding public debts isundertaken in time and that the enti ty keeps up-to-date financial and accountin g records that
Report on the E .Tmination
Year ended 3Ut JuN 20ts
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complywithprovisionsofsection68(2)ofrhePFMAct2ol2andthatthefinancialand
accounting records are presented within three (3) after the close ofthe financial yeal pursuant to

the provisions of Article 229 of the constitution of Kenya 20i0 and Section 68(2k) of the PFM

Act2012.

36. Variances between Financial statements and Loan Register Balances

Comparison of the balances as at 30rh June 201 5 reflected in the statement of outstanding public

debtandtheloansregisterinrespectofonehundredandtwenty.one(121)Ioansshowsthatthe
arnounts in the two records do not tally. According to the financial statements, balances totaling

Kshs.200,l33,lTT,3g3,2Slistedinthestatementofoutstandingpublicdebtdonotagreetoa
totalofKshs.14o'ogT,S25,g43.gTrecordedintheloansregisterasoutstandingagainstthese
loans.

Submission by the Accounting Officer

TheAccountingofficerstatedthatbythetimeofaudit,thestatementofoutstandingPublic
DebtandtheLoanRegisterinrespectofi2lloansindicatesthattheamountinthetworecords
doesnotagree.Thedifferenceinthetworecordsobservedu.asduetomovementsinthe
individual loan accounts and exchange rates which were recorded and maintained in the debt

database.Theentriesinthetworecordshavesincebeenreconciledandforwardedforaudit
review.

Committee Observations and Findings

i'Thestatementofoutstrndingpublicdebtandtheloanregisterinrespectofl2l
loansdidnottally.PubticdebtbalancestotalingKshs.200,l33,lTT,393.28listedin
the statement of outstanding public debt did not agree to a total of Kshs'140'

097,825,g43.g7 recorded in the loans register as outstanding against these loans'

ii.TheAccountingofficerfailedtoensurethattheentitykeepscompletefinancialand
accountingrecordsdevoidofanomaliesincompliancewiththeprovisionsofSection
6E(2)ofthePFMAct2012aodthstthecorrectfinancialandaccountingrecordsare
presented within three (3) after the close of the financial year pursuant to the

provisionsofArticle22goltheConstitutionofKenya2010andSection68(2k)ofthe

Yeot ?nded 3d' June 2A15

PFM Act 2012.

Committee Recommendations

i.TheAccountingOfficershouldensurethatreconciliationofoutstandingpublic
debts is undertaken in time and that the entity keeps up-to-date financial and

accounting records that comply with provisions of Section 68(2) of the PFM Act

2012andthatthefinancialandaccountingrecordsarepresentedwithinthree
(3) after the close of the financial year pursuant to the provisions of Article 229

oftheConstitutionofKenya2010andSection68(2)(k)ofthePFMAct2012;



ii. The Accounting officer, Dr. Kamau Thugge, be reprimanded for fairure to keepup to date pubric debt register and a comprete sfatement of the totar amount ofdebts of nationar government that isoutstanding at the end of the financiar yearin tine with Section 80 (2) (d) of the pFM Act 2012.

37. Un-reconciled Balances

Th,e statement of outstanding debt reflects a barance of Kshs.26, 615,000,000.00 relating to pre-
1 997 Government overdraft debt The opening balance for the item was Kshs. 2g,273,000,000 asat I July 2014, and a repayment ofKshs. r,l10,000,000 was made dwing the year as per the roanagreement between Government of Kenya and the centrar Bank of Kenya. Th" 

"loring 
butun"",therefore, ought to have been Kshs.27,163,000,000.00 and not Kshs.26, 615,000,000.00. Theresultant difference of Kshs.54g, 000,000.00 has not been explained. In addition, the statement oioutsranding public debt shows treasury bilrs balance of Kshs.3rg, g2g,150,000.00. Therecalculated balance is, however, Kshs.290, o5g,76o,oso.75 as indicated below resulting in adifference of Kshs.28, 969,3g9,g4g.25, which is yet to be investigated:

Submission by the Accounting OIIicer

The Accounting officer stated that the reconciliation exercise between The National rreasuryand central Bank of Kenya has been done to reflect the correct closing balance of Kshs.26,668,755,685.50 and is supported by a Loan amortization schedule. The difference observed bythe auditor is because he is using the net value and not the face varue. In addition, th" rtua.rn"ntof outstanding Public Debt shows Treasury Bills batance of Kshs 3rg,92g,150,000 and theauditors' recalculated balance of Kshs.290, 359,760,050.75 is based on net value and not facevalue' The reconciliation has been done and ava,able for audit verification.

Description Amount Ksh

Opening balance 299,406,150,000.00

Proceeds in 2014/2015 426,416,160,050.75

Total 725,822,310,050.75

Less repayments (43 5,762,550,000.00)

Recalculated balance 290 ,059 ,7 60 ,0s0 .7 5

Statement balance 3I8,928,t50,000.00

D ifference 28,868,389,949.25

Report on he Ettmtrutton ofthe ReDo
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Committee Observations and Findings

i. The reconciliation exercise between The National Treasury and central Bank of

Kenya for the statement of outstanding debt relating to Pre-I997 Government

overdraft debt was done after the audit period done to reflect closing balance of

Kshs.26, 668,755'685'50; and

ii. The Accounting Officer failed to ensure that reconciliation of the statement of

outstanding debt relating to Pre-1997 Government overdraft was done in time of

audit in compliance with the provisions of Sections 68(2), 80 of the PFM Act 2012

and that the correct financial and accounting records are presented within three (3)

after the close of the financial year pursuant to the provisions of Article 229 of the

Constitution of Kenya 2010 and Section 68(2) (k) ofthe PFM Act 2012'

Committee Recommendation

The Accounting Officer should ensure that reconciliation of outstanding public debts is

undertaken in iime and that the entity keeps up-to-date financial and accounting records

that comply with provisions of section 68(2),80 ofthe PFM Act 2012 and that the financial

and 
"c"ounting 

ricords are presented within three (3) after the close of the financial year

pursuant to th-e provision, of A.ti.l" 229 of the constitution of Kenya 2010 and Section

68(2) (k) ofthe PFM A.ct20l2;

38. Un-supported Balances

The statement of financial position reflects balances of Kshs. 257,687,919 40 and Kshs.

1,859,315,165.65 referred to ai prior year adjustments in201412015 md 201312014 respectively.

Tie statement further reflects balances of Kshs. 1,884,225,822.00 and Kshs. 1,275,147,069.20

reltrred ro as differences for 2014/2015 and 2013/2014 respectively. The balances have'

however, not been supported or explained.

Submission by the Accounting Officer
'[he Accounting Officer stated that the statement reflects balances of Kshs.257, 687,919.40 and

Kshs.1, 859,315,165.65 as prior adjustments for 2014/2015 and 2013/2014 respectively. The

amount of Kshs.257, 687,g19.40 was a bank overdraft which became an opening bank balance

on 1st July, 2014 and was cleared through the issuance ofan exchequer in the year under review.

Likewise, Ksh.l, 859,315,165.65 is the opening bank balance on 1st July, 2013 and was spent in

that year. The statement has been revised to reflect the closing cash book and bank balances of

Kshs.126,415,953.15 and Kshs.3,906,017,930.60 respectively and was submined to the Auditor

for review.

Committee Observations and Findings

i. The statement offinancial position for outstanding public debt reflected balances of

Kshs. 257,687,919.40 and Kshs. 1,859,315,165'65 referred to as prior year

adjustments in FY 2014/2015 and FY 2Dl3l20l4 respectively. The statement also

reflected balances of Kshs. 1,884,225,822.00 and Kshs. 1,275,147,069.20 referred to

76ion*"t-,roriono!rheReponoJthe,luditoFceneralontheFianctalstatencntslottheNatiorolcovernnzntlorthe
Ycar ended 3dh June 2015



as differences for Fy 2014/2015 and Fy 201312014 respectivery which were not
supported by any documentar"v evidence at the time of audit; andii' The Accounting officer faired to ensure that statement of financiar position for
outstanding pubric debt were fury supported at the time of audit in comiriance with
the provisions of Sections 6g(2), g0 of the pFM Act 2012 and that the correcr
Iinancial and accounting records are presented within three (3) after the close of the
financial year pursuant to the provisions of Articre 229 of the Constitution of Kenya
2010 and Section 68(2k) of the pFM Act 2012.

Committee Recommendation
The Accounting officer shourd ensure that statement of financiar position for outstandingpublic debt are furry supported at the time of audit and that the entity keeps up-to-date
consolidated financiar and statements incruding outstanding pubric debt statement that
comply with provisions of section 6s(2), g0 of the pFM Act 2012 and that the financiar andaccounting records are presented within three (3) after the crose of the linanciar year
pursuant to the provisions of Articre 229 of the constitution of Kenya 20r0 and section
68(2) (k) of the PFM Act 2012.

39. Ken-Ren Chemical and Fertilizer Company_Loan Repayment
The statement of receipts and payments reflects total actual expenditure of Kshs.4lg,
156'528'347.15 in the year 2o14rzo15 compared to the previous year,s amount of Kshs.22g,
436.940,189.30 in respect ofthe public debts as summarized:

Sub Vote Item Item Descriprion Amount
2014/2015

(Kshs.) Amount
2013/20t4

501 2420000 External

Interest
Debt 33,33 0,1 89,096.3 5 1 7,081,1 84,346

2410100 Internal

Interest
Debt l3 9,363,010,320.00 1t7 ,037,704,912

502 s210000 Internal Debt
Redemptions

I 65,249,803,076.80 68,249,400,000

521 0600 Extemal Debt
Redemptions

80,213,525,854.00 26,068,650,931

Total 418,156,528,347 .t5 228,436,940,189

Repo on thz Exaninatrcn ofhe Report ol tlre
Year endcd iqr Juae 20t s
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The expenditure of Ksl"rs. 33,330,189,096.35 and Kshs. 80,213,525,854.00 incurred on exlemal

debt interest and extemal debt rederaptions includes amollnts ol Kshs. 2,845,254.70 and Kshs.

347,023.821.50 incurred on interest and principal loan repayments respectively. towards

settlement of Government guaranteed debrs incuned in 1970 on account of Ken-Ren Chemical

and Fertilizer company. As simitarly observed in the previous years, it is a matter of concem

that a total amount of Kshs.34g,869,O76.2O was incurred during the year on a project which did

not take off and against which no value for money was achieved'

Submission by the Accounting Officer

The Accounting officer in stated that the obligation arose from a case filed in the Court of

Arbitration of the Intemational Chamber of Commerce by a Belgian Bank. Ducroire The Court

found the Govemment of Kenya liable as a guarantor to pay Euro 21.2 million. The loan has

continued to be paid in accordance with Paris club consolidation of Debts Agreement, under

which the Governmenl negotiated to repay the amount commencing on 306 June, 2004 and

ending on 30d June,20l6. The full amount has since been cleared'

Committee Observations and Findings

i. The government incurred a total of Kshs. 2,845,254.70 and Kshs. 347'023'821'50

incurred on interest and principal loan repayments respectively in the FY

2oMnIfi,towardssettlementofGovernmentguaranteeddebtsincurredinl9T0on
account of Ken-Ren Chemical and Fertilizer Company'

ii.TheGovernmentofKenyahaspaidapaymentofEuro2l.2million(approximately
Ksh. 2.48 biltion) towards settlement of Government guaranteed debts incurred in

l9?0 on account of Ken-Ren Chemical and Fertilizer company. Even though, the

fullamountofthedebtisnowsettled,theCommitteeisdeeplyconcernedthat
governmentspentsuchcotossalsumsofmoneyonaprojectwhichdidnottakeoff
and against which no value for money was achieved'

40. Growth in Public Debt

The statement of public debts as at 30thJune 2015 reflects an outstanding amount of Kshs

2,6'74,806Jl64,l95.00representinganincreaseofKshs423,960'454'90800ort9%of
2Ol3l2}l4 outstanding debts balance of Kshs.2,250,845,910,286 00'

Committee Observations and Findings

i. The outstanding total public debt, including publicly guaranteed debt' stood at Ksh

5,047234miltion(Ksh'5trillion)asatendJune20lS'thecomparedtoKsh
4,406,863million(Ksh.4.4trillion)atendJune20lTrepresentinggrowthofpublic
debt of approximately Ksh. 650 billion in one financial year'

ii. The total domestic debt increased from Ksh 2,112,710 million (Ksh. 2.1 trillion) at

endJune2017,toKsh2,478,835million(Ksh.2.48trillion)inJune2018
representingagrowthofapproximatelyKsh'3T0billioninonelinancialyear.on

l.ear endad 3d' Jun? 2015



the other hand, externar debt (incruding guaranteed debt) increased by 12.0 per centfrom Ksh 2,294,rs3 milion (Ksh. 2.3 trillion) at end June 2017 to Ksh 2,56gJ9g
million (Ksh. 2.57 trilrion) at end June 20rg representing a growth or rpp.o*i."t.ty
Ksh. 280 bitlion in one financial year.

KENYA LOCAL LOANS SUPPORT FUND

Basis for Disclaimer of Opinion

41, Presentation and Disclosure ofthe Financial Statements

The financial statements of Kenya Local Loans Support Fund as at 30 June 2015 were norprepared in accordance with Intemational Public Sector Accounting Standards (Accrual Basis) asprescribed by Public Sector Accounting Standards Board. The financial statements submitted donot include accounting policies used in their preparation and other explanatory information and
o rsclosures_

Submission by the Accounting Officer

I'he Accounting officer stated that the time of audit, the Financial statement of Kenya Local
Loans Support Fund as at 30fi June 2015 had not been prepared in accordance with Intemational
Public Sector Accounting Standards (Accruar Basis) as prescribed by the Board. Further theFinancial statement submitted did not include accountini policies used in their preparation andother explanatory information and disclosure. This is because the public s"ctoi a"cornting
standards board had not prescribed the format for presentation.

Committee Observation and Finding

The Financial statement ofKenya Locar Loans Support Fund as at 30th June 20rs were notprepared in accordance with Internationar pubric Sector Accounting standards (Accruar
Basis) as prescribed by the Board and did not incrude accounting poricies used in theirpreparation and other expranatory information and discrosure. This is because the pubric
sector accounting standards board had not prescribed the format for presentation.
Committee Recommendation

The Accounting officer shourd prepare the financiar statements in a form that comprieswith the relevant accounting standards prescribed and pubrished by the Accounting
standards Board from time to time in compriance with the provisions of section gr(3) ofthe PFM Act 2012 and that the correct financiar and accounting records are presentedwithin three (3) after the crose of the financial year pursuant to the provisions of Articre
229 0f the constitution of Kenya 2010 and section 6g(ik) ofthe pFM Act 2012;
42. Failure to Redeem Stocks

In the reports for previous years, reference had been made to
430,700.00 which were past their redemption dates with the last re
Kshs.17,400.00 having been on 6 February 2010. The National Tre

stocks valued at Kshs.l0,
demption date for a sum of
asury has explained that the
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stocks were redeemed some years ago but elToneously accounted for as revenue. However,

records to confirm the erroneous accounting for receipts and subsequent correction in the books

ofaccount have not been made available for audit review to date.

Submission by the Accounting Officer

The National Treasury had explained that the stocks worth Kshs 10,430,700.00 were redeemed

some years ago but erroneously accounted for as revenue. The bank confirmed in writing that

redemption proceeds in respect of 60/o Kenya Stock 1997 of Kshs. 4,045,400.00 are still held in

the Sundry Creditors account in Central Bank of Kenya assigned to the P'S. National Treasury

while stocks worth Kshs.6,3 85,300.00 have nil balance in the bank books indicating that they

were redeemed. It has been a challenge to trace the records of 6%o Kenya Stock 1997 of Kshs 4,

045,400.00 due to the old natue of records. The National Treasury has written to CBK

requesting the date of redemption of Kshs.6, 385,300.00 to enable it trace their receipts and

account for them.

Issue was retained to wait for response from the Central Bank ofKenya. The issue is also being

addressed through a task force on Old Balances.

Committee Observations and Finding

The Committee observed that the issue was among those being addressed by the Task

Force on old outstanding balances. The issue remains unresolved awaiting response from

the Central Bank of Kenya and completion ofwork by the Task Force'

Committee Recommendation

The principal Secretary National Treasury should ensure that Taskforce on old balances

should complete its work within nine months from August 2018 and submit its report to the

Auditor General not later than end of April 2019.

43. Winding Up of the Fund

According to information available, the Kenya Local Loans Support Fund is in the process of

being wound up in line with recommendations of the Public Accounts Commiftee and

instructions issued by the National Treasury that all dormant funds be wound up. However, no

evidence has been made available to show the stage that the process of winding up the Fund had

reached as at 30 June 2015.

Submission by the Accounting Olficer

The Accounting Officer stated that the Kenya Local Loans Support Fund (KLLSF) is dormant

and earmarked for winding up in line with recommendations of Public Accounts Committee and

instructions by Treasury that all dormant funds are wound up.A task force was constituted to

prepare information and recommend the winding up of Dormant Funds including KLLSF

prepared a progress report as at 30e June, 2015. A copy of the report has been availed for audit

review.
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Committee Observation and Finding

The Committee observed that the issue was among those being addressed by the TaskForce on dormant Funds- The issue remains unresorved awaiting 
"".poo." from the

Central Bank of Kenya and completion of work by the Task Force.
Committee Recommendation

The Principal Secretary National Treasury should ensure that Taskforce on old balences
should complete its work within nine months from August 20rg and submit its report to theAuditor General not later than end of April 2019.

44. Unsupported Balances

The balances reflected in the financial statements under interest on investment, investrnent atcost, debtor - Cereal & Sugar Finance corporation, accrued interest, cash with pMG, fund
account and accumulated interesr of Kshs.660,000.00,Kshs.10,410,373.50, Kshs. g,5 g0,000.00,
Kshs.660,000.00, Kshs.67,355,406.15, Kshs.5,000,000.00 and Kshs.72,765,779.65, respectively
have not been supported by analyses and other documentary evidence. The accuracy of the
balances could not, therefore, be ascertained.

Submission by the Accounting Officer

The Accounting officer stated that Kenya Local Loans Support Fund is a dormant fund. The
amounts reflected in the statement under Investment at cost Kshs. 10,410,373.50, Interest on
investment - Kshs. 660,000.00, Accumulated Interest - Kshs. g,5g0,000.00, cash with pMG -Kshs.67,355,406.r5, Fund Account - Kshs. 5,000,000.00 and Accumurated Interest 2007/200g
Kshs. 72,165,779.65 are old balances and wi be cleared when the fund is wound up.
Committee Observations and Findings

The committee observed that the issue was among those being addressed by the Task
Force on old outstanding barances. The issue remains unresorved awaiting ."sponse from
the Central Bank of Kenya and compretion of work by the Task Force. The task force was
to report after 9 months.

Committee Recommendation

The Principal secretary National rreasury shourd ensure that Taskforce on ord barances
should complete its work within nine months from August 20Ig and submit its report to theAuditor General not later than end of April 2019.

STATEMENT OF R"E,VENUE - PENSIONS DEPARTMENT
Basis for Adverse Opinion
45. Un-supported Balances

The statement of revenue under Note 4 reflecls General Deposit-pMG, other Suspense and
Pensions Increase Asiatic widows & orphans pension Fund (p. rncrease ewopF) account

Report on the Examnatton olthe Rcoornl
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balances of Kshs. 1,051,602,039.19, Kshs. (1,971,533.55) and Kshs. 4,583.15 respectively.

which are not supported by trial balance figures and analyses.The Note further shows actual

revenue totalingKshs. 2,i25,593,875.47 which includes balances relating to 201312014 and

earlier years totalingKshs. 1,476,356,050.23. However, the statement of revenue reflects balance

broughi forward from201312014 of Kshs.19,047,058.68 instead of Kshs. 1,476,356,050.23' No

explanation has been given for this anomaly or documentary evidence provided to confirm that

paa of the amount Kshs.1,457,308,991.55 was transferred to the Exchequer Account in the year

2Ol3l2O14 or thereafter as reflected in the statement'

Submission by the Accounting Officer

The Accounting officer in stated fiat at the time of audit the statement of revenue under Note 4

reflects General Deposit - PMG, Other deposit and pensions lncrease Asiatic widows &

orphans Pension Fund account balances of Kshs 1,051,602,039.19, Kshs (1,971,533.55) and

Kshs 4,583.15 not supported with a trial balance figures and analysis. However, the figure has

since been analyzed supported by the ledger and trial balance and submitted for review.

At the time of audit, the actual accumulative closing Cash book revenue balance as at 30th June

2015 was Kshs 2,125,593,875.47 which includes balances relating to 201312014 and earlier years

totaling to Kshs 1,476,356,050.23, but the statement of revenue reflects balance brought forward

from 20l3l2ol4 0f Kshs 19,047,058.68 instead of Kshs 1,476,3 56,050.23. The revenue balance

of Kshs.19, 047,058.68 is correctly stated in the statement of accounts after taking into account

theamounttransfenedtoExchequerAccountofKshs.l,45T,30S,99l.55.Documents
transferring the same to Exchequer have been provided for audit review'

Committee Observations and Findings

i. At the time of audit, the actual accumulative closing cash book revenue balance as

at 30th June 2015 was Kshs 2,125,593,875.47 which includes balances relating to

2o:f,nu4andearlieryearstotalingtoKshsl,4T6,356,050.23,butthestatementof
revenue reflects batance brought forward from 201312014 of Kshs 19'047'058.68

instead of Kshs 1'476'356'050'23;

ii.Thereisneedtogetandinstaltanewpensionmanagementsystemwhichcouldkeep
and store information on pensioners and that the Pensions Department require

increase both human capital and skills capacity at the to address the challenges

faced bY the Pensioners; and

iii.TheissuewasamongthosebeingaddressedbytheTaskForceonoldoutstanding
balances. The issue remains unresolved awaiting response from the central Bank of

Kenya and completion of work by the Task Force'

'leat .nded 3d' JuE 2015



Committee Recommendations

ll.

l.

The Cabinet Secretary for the Nationar rreasury shourd ensure that the Taskforce
on Dormant Funds shourd comprete its work within six months from August 20lg
and submit its report to the Auditor Generar not rater than end ofFebruarv 2019.
The Cabinet Secretary for the National Treasury should, within three (3) ,""ir,, 

"ftabling this report embark on revamping the pubric service pensions management
system to enhance transparency and accountabirity of the pensions DepartJent so
as to facilitate rather that frustrate pensioners in accessing their pension dues.
The cabinet Secretary for the Nationar rreasury shourd within three (3) months oftabling of this report, submit to parriament the Regurations for the public Ser-vice
superannuation scheme Act No. g of 2012 whose imprementation has been put in
abel'ance for inordinatery long period of time. The imprementation of the Act is
expected to enhance governance, transparency and accountabirity of pubric service

The statement of revenue shows that an amount of Kshs.66g, 2g4,gg3.92 was transferred to the
Exchequer Account during the financial ye* 20r4r20r5. The transfer has, however, not been
supported by a payment voucher and bank records and neither has it been recorded in the
cashbook and the ledger.

Submission by the Accounting Officer

The Accounting officer stated that at the time of audit, the statement of revenue shows that
amount of Kshs .668, 284,983.92 was transferred to the Exchequer Account during the financiarye,n 201412015. The amount was transferred to Exchequer Account on dairy basis which is
supported by bank daily statement showing nil balance at the end of the day, monthly cash
receipts issued by exchequer and a payment voucher was prepared and posted in the cash book.
Committee Observations and Findings

The Pensions Department statement of Revenue showed an amount of Kshs.66g,
284,883,92 was transferred to the Exchequer Account during the Fy 20r4/20rs, However,the transfer w.s trot supported by a payment voucher and bank records and was norrecorded in the cashbook and the ledger.

47. Comparative Figures for 20l3l2}l4
The statement of revenue reflects under yeu 2or3r2or4 revenue totaling Kshs.l, 457,30g.991.55which includes a brought forward balaace of contributions and recoveries amounting to
Kshs.840, 964,209.75 as per the following analysis:

pensron management in the country by
Superannuation Fund and Board of Trustees.

46. Transfer of Revenue to the Exchequer

making operational public Sen,ice
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Description

2% Contributions for Widows and Children

Pension Scheme (W.C.PS)

31% Contributions

Suspense Abatement - Recoveries

CAP Deductions - Recoveries

Total

Amount (Kshs)

246,409,36s.80

486,221,192.50

85,1 95,3 96.s5

23,138,254.90

840,,964,209.75

However, no evidence has been provided for audit review to confirm that the total accumulated

contributions and recoveries of Kshs. 1,45 7,3 08,991.55were surrendered to the Exchequer as at

30 June 2015 as required under Govemment Financial Regulations and Procedwes. The ledger

for 201412015 still shows that the amounts are being held by the Pensions Departrnent'

(iii)Note4tothestatementofrevenuealsoreflectotherSuspensebalanceofKshs.l,9Tl'533.15
relating to overpayments of pension made over the years' However' the balance has not been

analyzed.Inaddition,noindicationhasbeengivenregardinghowthePensionsDepartment
intends to recover the amounts overpaid to the pensioners'

Submission by the Accounting Officer

The Accounting officer in stated that other suspense balance of Kshs.l, 971,533.15 has since

been analyzed. The balance ofKshs.l, 971,533.55 iS not an overpayment but relates to historical

balances which are being addressed by the taskforce on Old balances'

Committee Observation and Finding

TheCommitteeobservedthattheissuewasamongthosebeingaddressedbytheTask
Force on old outstanding balances. The issue remains unresolved awaiting response from

ihe completion ofwork by the Task Force. The task force was to report after 9 months.

Committee Recommendation

ThePrincipalsecretaryNationalTreasuryshouldensurethatTaskforceonoldbalances
,nrria."Itrpf",e its wori within nine montirs from August 2018 and submit its report to the

Auditor General not later than end of April 2019'

48. Financial Position

The accumulated actual revenue balance of Kshs. 2,12.5,593,87 5.47 disclosed under Note 4 to the

statement and nil balance ca..ied for*,ard as at 30th June 2015 reflected in the statement of

revenue have not been supported by related cashbook balances or bank records. In addition, no

bank reconciliation statement o. ,tu,"In.nt of financial position as at 30 June 2015 for the

revenue has been prepared and submitted for audit'

tear ended 3d" June 2015



Submission by the Accounting Officer
Th-e Accounting officer stated that the accumulated actuar revenue balance was Kshs.668 '284,883.92 and not Kshs. 2,125,593,g75.47 air"tor"a under Note 4 because Kshs.1,457,309,997.55 had been rransferred. to_the exchequer 

^"."L, ;10;;;;dl4:;o*.u"r,this transfer was erroneously omitted in the cash mlr us ut lo; li.lzojJ'iu-t"ii ,in." u.",rectified in the year under review. Disclosed under Note 4 to the statement is the cash bookbalance of Kshs.2, r25,593,975.47 berore two transfers to Exchequer il;;;;;;";;p;sted intothe cash book, but after the posting of transfers the position of the cash book resuits to a Nilbalance.

Committee Observations and Findings
The accumulated actuar revenue barance was Kshs. 66g,2g4,gg3.92 and not Kshs.2'125,593,87 5.47 disclosed under Note 4 because Kshs. 1,457,30g,997.55 had been transferred
to the exchequer account by 306 June 2014.

CONSOLIDATED FUND SERVICES - PENSIONS AND GP"ATUITIES
Basis for Quatified Opinion

49. Bank Balance

The statement of financial position reflects a bank balance of Kshs.g4, 162,693.oowhile the cashbook, bark reconc iation statemenr and board of suwey report reflect a balance of Kshs.46l,
745,830. The resulting difference ofKshs.377, 5 g3,137.05 has not been reconciled.
Submission by the Accounting Oflicer

The Accounting officer stated that the reconciliation between the ledger balance of Kshs.
84,162,693 andthecashbookfigureofKshs.46r,T45,g3ohasbeendoneandsubmittedforaudit
review.

Committee Observation and Finding
The statement of financiar position for CFS (pensions and Gratuities) reflected a bankbalance of Kshs.84, 162,693.00 wh e the cash book, bank reconciliation statement andboard of survey report reflected a barance of Kshs.46l, 745,g30 at the time of audit. Theresulting difference of Kshs'377, sg3,137.0s has not been reconc ed by the AccountingOfficer.

Committee Recommendation

The Accounting oflicer shourd ensure that the statement of financiar position for the CFS(Pensions and Gratuities) are prepared and reconciled in time in compliance with theprovisions of Sections 68(2), g0 of the pFM Act 2012 and that the correct financiar andaccounting records are presented within three (3) after the crose of the frnanciar yearpursuant to the provisions of Articre 22g of the constitution of Kenya 2010 and section68(2) (k) of the PFM Act 2012.

T
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50. Payables

Re-credited Cheques

The payables' balance of Kshs. 2,300,281 ,209.00 reflected in the financial statements and

disclosed under Note 8.5 as re-credited cheques relates to cheques and electronic transfers to

pensioners through various banks and Sacco's which were retumed due to various reasons such

as inconect balk accounts, closed bank accounts and inconect bank codes. Although the

pensions department has implemented several measures like encouraging pensioners to give

correct infornation, obtaining mobile telephone numbers for pensioners or dependents for

contacts and having inbuilt bank codes in the Pension Management Information System (PMIS)

among others, the balance continues to increase over the years. The year 201312014 balance was

Kshs.2, 17 2,3 47,37 4.00.

Unsupported Clearance

The payables' balance of Kshs .2, 470,236,646.00 for the financial year 201312014 included an

amount of Kshs.129, 259,140.00 due to the Post Bank. The amount was clealed during

2014/2015 financial year, but documentary evidence on how the amount was cleared has not

been provided.

Submission by the Accounting Officer

The Accounting Officer stated that: -

Re-Credited Cheques

The payables' balance of Kshs. 2,300,281,209.00 reflected in the financial statements and

disclosed under Note 8.5 as re-credited Cheques relates to Cheques and electronic transfers to

pensioners tkough various banks and Sacco's which were retumed due to various reasons which

has increased by Kshs. l2'1,933,835 from the year 201312014 balance of Kshs .2,172'347 '374.
Despite the introduction of the various reforms the increase in retumed pension is caused by

increase in number of pensioners, the revised pension rates, death of pensioners and

dependents/guardians giving wrong data and taking long to report the death of the pensioner' To

address the challenges, the National Treasury is canying out sensitization to the public through

help desks in Huduma Centers and participation in trade shows'

Un-Supported Clearance

By the time of audit payables' balance of Kshs.2, 470,236,646 for the financial year 201312014

included an amount ofKshs.129,259,140.00 due to the post bank. The amount was cleared vide

journal voucher no. 00000i and was forwarded for audit review'

Committee Observations and Findings

i. It is unfortunate that cheques and electronic transfers to pensioners through various

banks and sACCOs continue to be returned to Pensions Departments while the

beneficiary pensioners are languishing in poverty. The amounts returned due to

R"Nr, * rh" E--t^,"r.trh" R"p"r*rthe Audilot-aenefal on lhe hnanciol stalenqntslot lhe Nalional aovernfienlJot the
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various reasons increased by Kshs. 127,933,g3s from the Fy 20r3r20r4 barance of
Kshs. 2,172,347,374 (Ksh. 2.1 7 biltions).

ii' The reasons for the return of the funds to pensions Department advanced by theAccounting officer was not that convincing to the Committee since there are
alternatives channers of ensuring the funds reach the pensioners. The sensitization
to the pubtic through herp desks in Huduma centers and participation in trade
shows are Dot panacea to maladministration at the pensions Department.

Committee Recommendations

i' The Principal Secretary National Treasury should ensure that Taskforce on old
balances shourd complete its work within nine months from August 20rg and
submit its report to the Auditor General not later than end of Aprit 2019.ii' The Principar Secretary for the Nationar rreasury shourd, within three (3) months
of tabling this report embark on revamping the pubric service pensions management
system to enhance transparency and accountab,ity of the pensions Department so
as to facilitate rather that frustrate pensioners in accessing their pension duesl andiii' The Principar secretary for the Nationar rreasury shourd within three (3) months oftabling of this report, submit to Parliament the hegulations ro" tne pI6li" s"rri"eSuperannuation scheme Act No. g of 2012 whose imprementation has been put inabeyance for inordinatery rong period of time. The imprementrtio, oi ii. n.t i,expected to enhance governance, transparency and accountabirity or puiiic s"rvi"epension managemenr in- the country by making operationir p;uli" - s"*i."Superannuation Fund and Board of Trustees,

51. Service Gratuity
The following service gratuity balances brought forward from the financial year 2ol3l20l4 mdprevious years were cleared from the books on 30 June 2015 through journal vouchers asfollows;

Journal Voucher No Account Description Amount Kshs000014 Contract gratuiry 151,553,515.15
00001 2 Marriage gratuity 727 ,45g.65000013 Retrenchment gratuity t8,70g,786.40

Total fi0,gg0,760.20

However, the journar entries could not be traced in the ledger. It is, therefore, not possible toascertain the validity and correctness of the above adjustments and their effect on the financialstatements.

Submission by the Accounting Officer
The Accounting officer in stated that by the time of audit, the following sewice gratuitybalances brought forward from the financlal year 2013/2014 and previous v?*r' *"." '.r"ur"a

T
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Yea, ended 3d' June 2015

from the books on 30th June 2015 through joumal vouchers. The journal entries and the ledgers

have since been availed for audit review'

Committee Observation and Finding

ThestatementoffinancialpositionforCFs(ServiceGratuities)werenotreconciledsince
the journal entries could not be traced in the ledger'

Committee Recommendation

TheAccountingofficershouldensurethatthestatementoffinancialpositionfortheCFS
(ServiceGratuities)arepreparedandreconciledintimeincompliancewiththeprovisions
of Sections 68 (2), 80 of the PFM Act 2012 and that the correct linancial and accounting

recordsarepresentedwithinthree(3)monthsafterthecloseofthefinancialyearpursuant
to the provisions of Article z2g of the constitution of Kenya 2010 and Section 68(2k) of the

PFM Act 2012.

52.BankReconcitiationStatementfortheCFsCashBook-AccountNo0l-010R051

52.1 Payments in Cash Book not in Bank Statement

The bank reconciliation statement as at 30th June 2015 shows payments in cash book not

reflected in bank statement totaling Kshs.653,006,985.85. The payments include amounts paid

to the Chief Accountant of Kshs.6, 798,604.55. The Pensions department has not explained why

the payments have not been effected by the Bank. The reconciliation also shows tax recovered

(P.A.Y.E)frompensionerstotalingKshS.l3,302,006.90paidinthecashbookbutnotreflectedin
thebankstatement.Noexplanationwasprovidedforfailureloremitthesaidtaxes.

Submission by the Accounting OIIicer

The Accounting Officer in that the bank reconciliation statement as at 30s June 20i5 reflected

un-cleared payments made to the Chief Accountant in respect to Abatements of Kshs

6,T9S,604.55.Thisdelaywasoccasionedbyinpayee'sbankdetaitscausedbychangefromG-
pay to intemet banking. This has since been cleared

The reconciliation showed that the tax recovered (PAYE) from pensioners_ totaling Kshs

ii,:OZ,OOe.SO in the cashbook and not reflected in the bank statement. This delay was

occasioned by change in payee's bank details caused by change from G-pay to internet banking'

ori"i,t" ng*" i; qr"rtion, an amo,nt of 13,114,464.55 has since been cleared leaving a

balance of KJrs lg7,542.35. Efforts are being made to clear the remaining balance. (Appendix

s2)

Committee Observation and Finding

There was no reconciliation of bank strtement as at 30(h June 2015 which reflected un-

"1""..dp"y-"ntsmadetotheChiefAccountantinrespecttoAbatementsofKshs6,7gg,60i.5i. This delay was occasioned by in payee's bank details caused by change from

i-pay to internet banking. This has since been cleared'



Year

2009
2011

2012
2013

2014
20t5

Total

Date
t/6/2012
20/12/2013
20/t2/20t3
Total

Ref.

5,307,517 .20

59,852,702.40

t t,237 ,521 .6s
27,563,922.10

22,253,042.70

69,3s8,078.35

195,572,784.10

The Accounting officer was unable to establish why the receipts had not been posted to thecashbook by 30 June 2015. Further, included in the schedule of the receipts i, ,ir" ur"tstatement that is not in the cashbook, is cash book under casts totaling Kshs.l,34r,99r.70 asfollows:

EFT 133s4

EFT 13354

Amount (Kshs)
121.694.90

I ,217 ,67 6 .00

2,620.80

1,341,991.70

The cash book balance is therefore understated.

Submission by the Accounting Oflicer
The Accounting officer stated that the bank reconciliation statement as at 30.}' June 2015 reflectsreceipts in bank statement nor posted in the cash book totaling Kshs.2l4, 402,476.g0 .ut ofwhich Kshs.2Or, 930,313.50 has since been cleared reaving a balance of Kshs.l2, 472,163.30and efforts are being made to clear the balance.

Reporr on rhe *onrnanon olthi
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Committee Recommendation

The Accounting officer shourd ensure that the cash books for the cFS are prepared andreconcired in time in comnliance r'ith the p"or.isiors oi s"ctions 6g(2) ,g0 0f the pFM Act2012 and that the correct financiat 
""d;"[;;";;;;."]"o.a. ".. p."r"oi"d rnitnioii"". 1s;after the close of the financial y.r. pr.ru"oi ti tt" p.o"irions of Articre 229 of theConstitution ofKenya 2010 and Section'6g(2k) of,f," pfU Act 2012.

52.2 Receipts in Bank Statement Not in Cash Book
The bank reconciliation statement as at 30 June 20r5 reflects receipts in bank statement notposred 10 the cashbook totaling Kshs.214,402,476.g0. The receipts include direct credits withsome dating back to the year 2009 as analyzed below:

Amount (Kshs)



Further included in the schedule of the receipts totaling Kshs 1,341,991.70 in the bank

statements that are not recorded in the cashbook are cash book under casts and have since been

rectified and submitted to the Auditor for revierv.

Committee Observation and Finding

The bank reconciliation statement for CFS as at 30 June 2015 reflects receipts in bank

statement not posted to the cashbook totaling Kshs.214,402,476.80

Committee Recommendation

The Accounting Officer should ensure that the C['S financial statements are prepared and

reconciled in time in compliance with the provisions of sections 68(2) ,80 of the PFM Act

2012 and that the correct financial and accounting records are presented within three (3)

after the close of the financial year pursuant to the provisions of Article 229 of the

Constitution of Kenye 2010 and Section 68(2k) of the PFM Act 2012.

52.3 Payments in the Bank Statement but not in the Cashbook

The bank reconciliation statement shows payments in the bank statement not in the cashbook

totaling Kshs.14 ,891,204.65 in respect of cheques fraudulently paid by the pension's department

employees and third parties. The employees who were involved in fraud of cheques worth

Kshs.3, 764,617.15 were taken to court but later acquitted. Although the pensions department has

not appealed against the judgment, the amount has not been written off from the books of

account. The court case relating to the fraud of the remaining Kshs. I I , 126,587.50 has not been

determined and recovery ofthe amount is uncertain.

The reconciliation also reflects refer to drawer cheques worth Kshs.204,272.30. The amount was

reversed in the cash book on 6 August 2008 but a conesponding entry is not reflected in the bank

statement. The reconciliation statement also shows a cash book under cast of Kshs.4l9, 699.50

dated 301912014. I am unable to ascertain why the under cast is reflected as payment in the bank

statement not in the cashbook.

Inctuded in the reconciliation statement are transactions described as unpaid cheques totaling

Kshs.792, 960.40 and all dated l0 January 2012. No reason has been provided as to why the

cheques have not been paid since 2012.

Submission by the Accounting Offrcer

The Accounting Officer stated that:-

i) The statements showed payments in the bank statement not reflected in cash book

totaling Kshs 14,891,204.65. These relates to cheques fraudulently paid by the

department. The officers purported to be involved in the fiaud were acquitted by the

court, therefore the department lost the case. The National Treasury is awaiting court

determination for the remaining cheques worth Kshs 11,126,587.50. The write-off

Report on the !,cmhanon o7 rh" R"porr o1 rh" ,1,a,,*li"ie,ol on th, Finoactol Storu^"ns fo, ,tn xotonot Ao'crnnent lot the PaEE6'
fear ended JU" June lul)



process for the cheques totaring Kshs 3,764,617.15 is ongoing to necessitate removal of
the figure from the books.

ii) Kshs 204,272.30 relates to a cheque entry reversed in the cashbook on 6161200g but there
was no corresponding entry in the bank account. The cheque could not be reflected in the
bank statement because it was cancelled and not presented to the bank.

iii) The reconciliation statement also showed a cash book undercast of Kshs 419,699.50
dared 30/9/2014. These cash book error entries have since been rectified and resubmitted
for audit review.

iv) The reconciliation statement included transactions described as unpaid cheques totaling
Kshs 792,960.40 alr dated l0th January 2012. These are un-presented cheques. The
reconciliation was done and submitted for Aurlit review.

Committee Observation and Finding

There was not complete reconciliation of statements for cFS as at 30 June 2015 were not
fully undertaken in time for audit contrary to the provisions of sections 6g(2), g0 of the
PFM Act 2012 and that the correct financial and accounting records are presented within
three (3) months after the close of the financial year pursuant to the provisions of Article
229 of the Constitution ofKenya 2010 and Section 68(2) (k) ofthe pFM Act 2012.

Committee Recommendation

The Accounting officer should ensure that the CFS financial statements are prepared and
reco-nciled in time in comptiance with the provisions of sections 6g (2), g0 orin" prpr a.t
2012 and that the correct finalcial and accounting records o." p."r"nt.d within three (3)after the close of the financial year pursuant to the provisions of Article 229 ot the
Constitution ofKenya 2010 and Section 68(2) (k) ofthe pFM Act 2012.
52.4 Receipts in Cash Book and not in the Bank Statement

The bank reconciliation statement reflects receipts in the cash book that are not in the bank
statement totaling Kshs.99, 842,169.00. The receipts include transactions for the between years
2007 and 2015 as follows.

Ycar Amount (Kshs)

58,075.90

4,140. I 5

42,720,84s.40

16,393,075.1s

14,293,398.40

5,s85,462.45

12,295.622.60

8,491 ,549.55

Total 99,842,168.40

2007

2008

201 0

20n
2012
20t3
2014
20ts
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No reason has been provided for apparent failure 1o captule these receipts in the bank statements'

Submission by the Accounting Officer

The reconciliation statement reflects receipts in the cashbook and not in the bank statements

totalingKshs.99,842'169.outofrhisKshs.6,240hasbeencleared.Effortsarebeingmadeto
reconcile/clear the remaining balance of Kshs 99, 835,929 '

Committee Observation and Finding

TherewasnotcompletereconciliationofstatementsforCFsasat30June2015werenot
fully undertaken in time for audit contrarJ' to the provisions of Sections 68(2) '80 

of the

pFM Act 2012 and that the correct financial and accounting records are presented within

three(3)afterthecloseofthefinancialyearpursuanttotheprovisionsofArticle229ofthe
Constitution of Kenya 2010 and Section 68(2k) of the PFM Act 2012'

Committee Recommendation

TheAccountingofficershouldensurethattheCFslinancialstatementsarepreparedand
reconciled in time in compliance with the provisions of Sections 68(2) 

'80 
of the PFM Act

2012 and that the correct financial and accounting records are presented within three (3)

monthsafterthecloseofthefinancialyearpursuanttotheprovisionsofArticle229ofthe
Constitution of Kenya 2010 snd Section 68(2) (k) of the PFM Act 2012'

53. Pension Management Information System (PMIS)

AuditofthePensionManagementlnformationSystem(PMIS)revealedweakcontrolsinthe
system as highlighted below.

i)Thesystemisabletocapture,saveandprocesspensionpaymentswithincompletedata'
for example, 69,715 pensioners' files with dummy Identification Numbers or personal

numbers were identified.

ii)Theauditalsorevealedthat60lpensionfileswerebeingprocessedwithoutpensioner's
names,68g0lrleswithoutidentificationnumbersand68g6fileswithoutpersonal
numbers.

iii) 227 Pensioners PIN as per the pension file differs with PIN certificates held at Kenya

Revenue AuthoritY.

iv)Sixty.ninethousand,ninehundredandfifty.six(69,956)pensioners,anddependents'
fileswereshowingthesamedateforpensioners'datesofbirthanddatesofenrolment
respectively.outofthistotal,48,lg5fiIesshowedthatalldependentswerebomthesame
year 2000 which is unlikelY'

v)Fourthousand,fourhundredandseventy(4,477)dependentsinthesystemwereaged
overT0years.Accordingtothepensionpolicysuchdependentsarerequiredtoprovide
life certihcates every six months. However, the certificates were not provided as required

and there is risk of payments being made to deceased dependents'

t r Fta*
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vi) There were 24 beneficiaries under the 5pN category (where the widow receives pension
for 5 years after the death of the husband) who hare continued to be paid after expiry ofthe benefit period.

vii) Four hundred and sixteen (416) disability cases files were missing from the disability
master file.

The PMIS does not include data for period before year zoog. k is, therefore, not possible toveri! information relating to pensioners prior to that year.

Submission by tbe Accounting Officer

The Accounting officer stated that the National rreasury has recognized and appreciated theobservations made by the Auditor on pMIS and had the foirowing responses to make:i) Due to migration of data from one system to the other, some data may fa, to migrate
since the designs of databases are different. Different programmers use different methodsof programming and database designs which may not perfectly match the previous
design' In this case, the regacy system had fewer mandatory fields compared to pension
Management Information system (pMIS). Due to this, the mandatory data fierds ;ust bepopulated with data and hence the developer comes up with a unique name (dummy
variable) which represents the information in that field with an obj"ctiue 

"irpi",rrg i,after the project has been commissioned.
ii) The audit also revealed that 601 pension's files were being processed without pensioner,s

lri,^-l't'o fires without identification numbers and 6,gg6 files without personal
nulnbers

The Accounting Officer stated that: _

i) The main payrorl data contains names ofal pensioners in the payroll. In the dependents,payroll, the dependents file number is merged with/linked to the principal p"nrilr"r, nt.number' some cases migrated from the legacy system. The name of the principal
pensioner may miss but not that of the dependent receiving payment. The authenticity ofsuch cases is normally verified from the physicar pension file untir the data migration
process is completed.

ii) In the migrated data from the legacy system some information such as the pensioner
national identification number/death certificate number and personal number may missbut the most important number is the pensioner file number *'t i"i, i, *Jqr- *d l^ilked toall tables which gives the details of pensioners. All the file ,".ord, 

"upto"d 
after pMIS

was commissioned on 26th March 200g can only be processed with all the requiredinformation.
iii) 227 Pensioners pIN as per the pension file differs mth pIN certificates held at Kenya

Revenue Authority. The case where the pIN numbers in the PMIS differs with the plN
certificates held by KRA is as a result of challenges experienced during the migration ofdata from the legacy system to the pMIS. However, pensloner 's number must be correctIt ma however be noted that sion file data ca tured in the PMIS w.e.f 26103 2009 hx

Report on the Exadination
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uptodateinformation.Theupdatingofoldfilesisongoingonaroutinebasisasclaims
for dependent's pension or revised clain-rs are received'

ir) Sixty-nine thousand, nine hundred and fifty-six (69,956) pensioners' a.nd dependents'

files were showing the same date for pensioners' date of birth and date of enrolment

respectively.Outofthistotal,43,lg5filesshowedthatallthedependentswerebomin
thesameyear2000whichisunlikely.Theaccountingofficeralsonotedthatthedateof
birth of a pensioner has no adverse effect on his pension once lump sum has been paid

andthepensionerintroducedinthepayroll.Allnewclaimsthatwerereceivedw.e.f
261312009 bear the correct dates of birth for both pensioners and dependents. It may

further be noted that files that were migrated from the legacy system may share the same

date of birth that was used as dummy data in such mandatory data field to allow

continued payment of such dependents until cleansing of the data was done Had the

Department stopped payment of monthly payrolls until all the missing data from the

newlyintroducedmandatoryfieldswascapturedfromthemanualpensionfilerecords,it
couldhavetakenseveralyeaIsthussubjectingpensionerstounwarrantedsuffering.The
Departmentisengagedinmigrationofdataonacontinuousprocess.Asstatedbefore,
difierent designers and developers of databases and system use different ways of doing

so.Thedataofbirthfromthemigrateddatawasarequiredfieldwhichcouldnothave
been left blank. Because of this the cata set was to facilitate the process of the migration.

Four thousand, four hundred and seventy-seven (4,417) dependents in the system were

aged 70 years. According to the pension policy such dependents are required to provide

lifecertificateeverysixmonths.However,thecertificateswerenoiprovidedasrequired
and there is a risk ofpayment being made to deceased dependents'

v) The Auditor Generals' ieport was also said to have revealed that 4,477 dependents in the

systemwereagedoverT0years.Itmayhoweverbenotedthatwidowsareeligiblefor
pensionforlifeasprovidedundertheWidow'sandChildren'sPensionsActCapl95.It
isthereforenotirregulartopaysuchpensiontoawidowagedoverT0years.Inthecase
of the 5 years dependents pension, as a control measure' a cease date is a mandatory

requirementforapaymenttogothroughandpaymentautomaticallyceasesonthatdate.
Itmayalsobenotedthatthepracticerequiringdependentstocompletelifecertificates
everysixmonthswasacolonialpolicythatwasdiscontinuedandtheDepartment
adoptedothermeansofestablishingcasesofdeceasedpensionersfromretumsfromthe
bankorrepo(sfromfamilymemberswhocometoclaimthedependentsorwidowsand
children,s pension. The Department is planning to conduct a biometric registration of

pensioners and dependents as part of data and pay"roll updating There were 24

beneficiariesunder5PNcategory(wherethewindowreceivespensionfor5yearsafter
thedeathofthehusband)whohavecontinuedtobepaidafterexpiryofthebenefit
period.Someoldcasesmigratedf}omthelegacysystemthatwerefoundtohavebeen
rurLning in the payroll after the cease date, were deleted from the payroll in February

2016aspertheattachedlist.Treasurywrotetothebanktorefurnthepaidamount.

ReDott on the Exa noti* o7 *" R"pon o1ifrii6i-l o, ,t" fi*ncial Stote,,,ents /ot the Nanonol Govemmenr for hc
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vi) Four hundred and sixteen (al6), disability cases fires were missing from the disabitity
master files' The disability_ files are linked to the pensioners file and therefore do not existin isolation. The DpN,p files for disability are linked to rhe main normar pension files forthe retired military officer,s files with the prefix ApNMp.vii) It may not be so for some cases due to data migration charenges faced during thetransition from the old system to the pMIS. In the case of civirians, the injury files withthe prefix JpN/pc are rinred to the pensioners' normal files with rhe prefix ApNpc. ThePMIS does not include data for period before yeat 2009 - It is therefore, not possible toverifo information relating to pensioners prior to that year. This was not true. tn fact,pensioners' data that 

^was_ 
in the legacy system prior to Apr, 200g was migrated to thePMIS' However data for the previous payrolls exlst in manual form and is available at the

__ Department's Registry which also holds over 500,000 pensioners file records.
However, a.ll pensioners in the pMIS have unique pension fire numbers which are availabre forverification against the erectronic ..co.d. *her"u"r required. It may be noted that the first fire tobe enrolled in the pMIS as a fresh claim is file number ApN/pC 0000214236.

The PMIS only a ows processing of pension payments on electronic file after data entry iscorrectly done. The Department still uses a duar payment processing system where the physicalpension file accompanies the electronic file for prirposes of information verification. The systemhas mandatory field where correct data must be entered to allow for transition to the subsequentworkflow levels of pension payment process until a case reaches the final payment stage. It,sonly after commuted pension gratuity has been approved for payment in accounts section that thealert for monthly pension is generated in the paytoll paid that The controlrer ofBudget (coB) ispart of this process and no file can be paid without approval by the coB. However, I recognizethe challenges and observations of the Auditor and already procurement processes for the newsystem has started.

Committee Observation and Finding

There is need insta, a new robust pension management system which could keep and storeinformation on pensioners and that the pensions Department needs recaribration toaddress the maradministration of the Department incruding both human capitat ani skilrscapacity.

CONTROLS:

Committee Recommendations

Report on the E amnahon

The Cabinet Secretary for the Nationar rreasury shourd, within three (3) months oftabling this report embark on recalibrating the pensions Departments by'revampingthe public sen'ice pensions management system to enhance transparency andaccountab ity so as to fac itate rather that frustrate pensioners in accessing theirpension dues; and

l.
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ii. The cabinet secretary for the National Treasury should within three (3) months of

tabling of this report, submit to Parliament the Regulations for the Public Service

Superannuation Scheme Act No. I of 2012 whose implementation has been put in

abeyance for inordinately long period of time. The implementation of the Act is

expected to enhance governance, transparency and accountabitity of pubtic service

pensionmanagementinthecountrybymakingoperationalPublicService
Superannuation Fund and Board of Trustees'

54. Funds Transferred to Public Trustee

Audit of Public Trustee regional offices undertaken in March 2015 revealed the following

unsatisfactory matters.

54.1 Unpaid Gratuities

Estate/trust files and records indicated that death gatuities totaling Kshs.131, 826,452 15 and

relating to period, July 2013 to December 2014 were received by the public trustees from the

pensions department but no transactions or claims have been Iodged by the beneficiaries The

details are as follows:

Regional Oflice

Kisumu

Kakamega

Eldoret

Nakuru

Kisii

Total

Amount Kshs.

22,880,683.95

22,285,294.50

40,1 I 8,839.80

39,83 8,717.1 5

6,702,916.7s

131,826,452.15

No action appears to have been taken to facilitate payment of these death gratuities to the

beneficiaries.

Submission by the Accounting Officer

The Accounting officer stated that the current policy is that the National Treasury processes

payments for dead pensioners through Public Trustee. The Public Trustee office is under the

Lffr"e of the State Law Office which is subjected to audit like any other public accounting unit'

Any payment to Public Trustee is acknowledged with a receipt. Therefore, the issues raised by

the Auditor should have been addressed to the office of the Public Trustee. The National

Treasury has written vide Ref EPN/167/025/ Vol X ii dated 22nd August 2016 and Ref.

EpN/l671025 Vol.xiii (6) dated 26s March 2018 requesting the State Law Office to respond to

the issues raised by the Auditor. The consultations between two offices will be held on the way

forward.

Yzot ended 3d" June 2A l5



Committee Observation and Finding
Estate/trust files and records indicated that death gratuities totaring Kshs.l3r, g26,4s2.rs
and relating to period, Juty 2013 to December 2014 were received by the public trusteesfrom the Pensions Department but no transactions or craims have been Iodged by thebeneficiaries.
Committee Recommendation
The Attorney General who is in charge of the office of the public Trustee in the state Lawoffice should embark on pubric awareness programmes incruding the use of pubric
Administration systems such as chiefs offices to reach out to the beneficiaries of deathgratuities,
54.2 Long Outstanding Ledger Account Balances
Death gratuities paid to beneficiaries are net of estate management costs which includeadvertisement and gazettement costs. The balance is then retained in the estates ledger therebyearning interest from investments. An amount of Kshs.39, s7g,24g.96 had been rearized asinterest during the period under review and remained outstanding in the ledgers for the regions asfollows:

Region Amount (Kshs)
Kisumu 11,372,082.71

Kakamega 11,054,797 .25

Eldoret 7 J34,349.25
Nakuru 2,gg2,6o7.Ss

Kisii 6,824,412.20

Totals 39,57g,24g.96

It has not been explained how the amount will be applied or cleared from the ledgers.
Committee Observation and Finding

The Accounting officer has not put in place measures on how rong ourstanding ledgeraccount balances incruding interest earned from investments of death gratuity iaran"esretained in the ledger.

Committee Recommendation

The Accounting officer shourd put in prace measures on crearing rong outstanding redgeraccount barances and policy on ut ization of interest earned from investments of deathgratuity balances retained in the ledger.

54.3 Failure to provide Records

The Public Truslee offices in five (5) regions did not provide for audit files for death gratuities
under their custody as indicated:

fuporr on rhe Eronnanon olrhe
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Number of files

Malindi

Mombasa

Machakos

Nyeri

Embu

Totals

Number of files not provided

t7 I

97 17

229 120

122 t6

207 24

672 178

Amount Kshs

1s9,738.00

13,348,141 .00

96,780,41 I .00

16,620,860.00

2t,448,626.00

149,357,776.00

Committee Observation and Finding

The responsible public trustees in five (5) regional officers failed to provide for audit files

for death gratuities under their custody contrary to the provisions of Section 9(1e) which

gives the Auditor-Genial powers of unrestricted access to all books, records, returns,

reports, electronic or otherwise and other documents of entities.

Committee Recommendation

The Attorney General should reprimand responsible public trustees in five (5) regional

officers who failed to provide for audit files for death gratuities under their custody

contrary to the provisions of Section 9(1e) which gives the Auditor-Genial powers of

unrestricted access tO all books, records, returns, reports' electronic or otherwise and other

documents of entities

54.4 Unsupported PaYments

54.4.1 The estates/trusts files in Nyeri and Embu regional offices showed that gatuities totaling

Kshs. 12,979,655.00 were disbursed without copies of Kenya Gazette as required. It is, therefore,

not clear whether the estates/trusts indicated below were advertised in the Kenya Gazette.

Station Pension no Amount Kshs'

Nyeri APN/GC00002488I3 480'960.00

APN/PC000024542I 562,155.00

APN/?C0000249018 912,494-00

APN,ryC0000248288 1,199 
'142.00

APN/GC0000245080 670,963.00

APN/?C0000246450 1,066'884.00

APN/PC0000248663 1,226,s51-00

APN1PC0000246412 1,334'340.00

APNiPC0000248483 1,102,640.00

R"pr,""k"c*,-*,"ttl"Rp"r,ofthaAuditor-GenetulontheFinancialstalenenlslorlh.Naliorulcovernnentlorlhe
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8,556,129.00

700,369.00

5 12,665.00

420,192.00

363,360.00

1,118,324.00

1,308,615.00

4,423,s25.00

12,9',79,654.00

54.4.2 The disbursements of death gratuities by the pensions department are required to be
accompanied by notification to show the beneficiaries and, or next of kin. The disbursements to
Embu office for twelve ( r 2) cases with a total amount of Kshs.l 1, r77 ,224.40 were made
without the notifications. The public Trustee has, therefore, not been able to pay the
beneficiaries. Further, these estates have neither been gazetied nor advertised in the media and
notice boards. The details of the gratuities are indicated was below:

Amount Kshs.

Sub-Total

EMBU

Sub-Total

Grand Total

APN/PC0000243791

APN/GC0000242250

APN/PC00002495 l5
APN/PC0000244827

APN,?C00002421 74
APN/PC0000239493

APN,ryC0000248080

APN,?C0000239445
APN/PC0000143248

APN,PC000024904 t
APN/PC0000243013

APN/?C0000243923

APN/PC0000245320

APN,?C0000241687

APN/GC0000246980

APN/PC0000244470

APN/PC0000243635

APN/?C0000247550

2,469,700.10

593,997.s0

486,936.00

432,960.00

1,713,849.00

455,007.00

749,100.00

1,252,995.00

77,051 .70

I ,852,594. l0
658,491 .00

434,543.00

11,177,224.40

Submission by the Accounting Officer

The Accounting officer stated that the current policy is that the National Treasury processes
payments for dead pensioners through Public Trustee. The Public Trustee office is under the
office of the state Law office which is subjected to audit like any other public accounting unit.

Repo on the Exdmmotion ol thc Report ol the Audnoi
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Any payment to Public Trustee is acknowledged with a receipt. Therefore, the issues raised by

the Auditor should have been addressed to the oflice of the Public Trustee. The National

Treasury has written vide Ref EPNl167lO25l Vol X ii dated 22nd August 2016 and Rei

EPN/I671025 Vol.xiii (6) dated 26s March 2018 requesting the state Law offrce to respond to

the issues raised by the Auditor. The consultations between two offices will be held on the way

forward.

Committee Observation and Finding

The Public Trustee office is under the office of the State Law Office which is subjected to

audit like any other public accounting unit.

Committee Recommendation

The Auditor-General should raise these pertinent audit matters to the Accounting Officer

responsible for public trustee matters'

ASIAN OFFICERS FAMILY PENSION SCHEME FUND

Basis for Qualified Opinion

55. Investment Held in Insolvent Cereals and Sugar Finance Corporation

The statement of financial assets and liabilities as at 30 June 2015 reflects a receivables' balance

of Kshs. 263,221,691.00 which inctudes an amount of Kshs. 15,200,000.00 relating to cash

deposited in the Cereals and Sugar Finance Corporation. The Corporation is technically insolvent

and according to available information, the Government has approved its winding up, with a

further requirement that the National Treasury takes over its assets and liabilities. The

recoverability of the amount of Kshs. 15, 200,000.00 is, therefore, doubtful.

Submission by the Accounting Ollicer

The Accounting Offrcer stated that the statement of financial assets and liabilities reflects the

receivables balance of Kshs. 263,221 ,691 .00 which includes an amount of Kshs 15,200,000

relating to deposit in Cereals and Sugar Finance Corporation, which is technically insolvent and

in the process of being wound up. Draft financial statements for Cereals and Sugar Finance

corporation (under liquidation) have been prepared and submitted for audit review.

The interim report as per september,20l5 of the winding up comminee of Dormant Funds has

been availed for audit review. The recoverability of the amount will be determined when the

winding up process is finalized.
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Committee Observation and Finding

The committee observed that the issue was among those being addressed by the Task
Force on old outstanding tlalances. The issue remains unresolved awaiting response from
the Central Bank of Kenya and completion ofwork by the Task Force.

Committee Recommendation

The Principal Secretary National Treasury should ensure that Taskforce on old balances
should complete its work within nine months from Augusl 20tg and submit its report to the
Auditor General not later than end of April 20I9.

56. Over-statement of Dividend Income

The statement of receipts and payments for the year ended 30 Jr.rne 2015 reflects dividend
income ofKshs.136,600,818.00. The amount includes two exchequer issues from the National
Treasury of Kshs. 50,000,000.00 and Kshs.76, 026,40g.65, reversed investment provision of
Kshs.l, 982,243.50 and pension paymenr ofKshs.llg, g22.65 which have wrongly been treated
as dividend income. The dividend income is, therefore, overstated by an amount of Kshs.l2g,
127,474.80.

Submission by the Accounting Officer

The Accounting Officer stated that the statement of receipts and payments reflect a dividend
income of Kshs.l36, 600,8r8. This includes receipts during the year from exchequer that had
previously been a refund of dividend fiom an exchequer that had been wrongly credited to the
exchequer instead of the Fund account. The anomaly has since been conected through joumal
vouchers No.000035 and 000045 for Kshs. 50,000,000.00 and Kshs. 76,026,408.65 respectively
during the financial year 2015/2016 leaving a balance ofKshs 2,101,066.65 correctly captured in
the item.

Committee Observation and Finding

The dividend income for Asian officers Family pension scheme Fund for the period was
overstated by an amount of Kshs.l28, 127,474.90.

Committee Recommendation

The Accounting O{ficer should ensure that the correct financial and accounting records are
presented within three (3) months after the crose of the financiar year pursuant to the
provisions of Article 229 oI the constitution of Kenya 2010 and section 6g(2) (k) of the
PFM Act 2012.

57. Un-explained Exchequer Issues to the Fund

The National rreasury issued rwo exchequers of Kshs.50, 000,000.00 and Kshs.76, 026,40g.65
to the Asian officers Family Pension Scheme Fund during the period under review. However, no
documentary evidence has been produced to confirm that the National rreasury owed the Fund

T
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any money at the beginning of or during the financial yeN 201412015. The exchequer amount

was, in the circumstances inegularly transferred to the fund.

Sumission by the Accounting Officer

The two exchequer issues of Kshs. 50,000,000 and Kshs. 7 6,026,408.65 is dividend income that

was erroneously paid in the exchequer account instead of fund account as explained in 56 above.

To refund the money a provision ofKshs.l26, 026,409 was provided in the budget of2014/15 ro

cater for the refirnd. Therefore, the two receipts from the National Treasury are refunds to the

fund and not the exchequer issue to the Fund.

Committee Observation and Finding

The Accounting Officer failed to ensure that the correct financial and accounting records

were presented within three (3) months after the ctose of the financial year pursuant to the

provisions of Article 229 of the constitution of Kenya 2010 and Section 68(2) (k) of the

PFM Act 2012.

Committee Recommendation

The Accounting officer should ensure that the correcl financial and accounting records are

presented within three (3) months after the close of the financial year pursuant to the

provisions of Article 229 of the constitution of Kenya 2010 and Section 68(2) (k) of the

PFM Act 2012.

58. Irregular Pension PaYments

The Pension Depa(ment made payments totating Kshs.519,800.00 from 2007 to June 2015 in

respect of two deceased beneficiaries. The families of the two beneficiaries through forwarding

letters dated 22 August 2007 and 2l January 2008 provided death certificates informing the

Pensions Department of the demise of the beneficiaries on 16 August 2007 and 28 December

2007. The Department, however, continued to make payments to the two deceased beneficiaries

despite receiving the nolifications on 20 September 2007 utd I February 2008, respectively. The

payment of the pension to nonexistent beneficiaries has led to loss of Govemment funds totaling

Kshs.5 19, 800.00.

Submission by the Accounting Officer

The Accounting Officer stated that the two deceased beneficiaries remained in the agency

payroll up to January, 2016 and had been paid Kshs.5l9, 800.00. The money's paid was

retumed by the bank up to the tune of Kshs.418, 710 by August, 2017 leaving a balance of

Kshs.l0l, 090. The National Treasury has written to the bank requesting them to return the

balance.

Committee Observation and Finding

The Pension Department irregularly made payments totaling Kshs.519,800.00 from 2007

to June 2015 in respect of two deceased beneficiaries. The money's paid was returned by
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the bank up to the tune of Kshs.4r8, 710 by August, 2017 reaving a barance of Kshs.
101,090.

Committee Recommendation

i. The erstwhile Director of pensions Department be herd riabre for making irregurar
payment of Kshs.5l9, 800.00 from 200i to June 2015 in respect of tw.o deceased
beneficiaries.

ii. The Accounting officer shourd ensure that the outstanding barance of Kshs. 101,090
is fully recovered and evidence submitted for audit review.

59. Failure to Produce Records

The statement of receipts and payments reflects an expenditure of Kshs.l, 46r,629.00 being
pension paid during the period under review. It has, therefore, not been possible to confirm the
accuracy and authenticity of the amount paid to the six beneficiaries.

Submission by the Accounting Officer

The Accounting officer in stated that the payment of Kshs.2 l 6, 000 was made to six
beneficiaries of former East Africaa community and by the time of audit the files were not
produced for verification. The auditor was provided with 34 files leaving a balance of two files.
It has been a challenge to trace the two files due to past relocations ofthe department. However,
efforts are being made to avail the remaining two files for audit.

Committee Observation and Finding

Payment of Kshs.2l6,000 was made to six beneficiaries of former East African Community
and by the time of audit the files were not produced for verification contrary to the
provisions of Section 9(le) which gives the Auditor-Genial powers of unrestricted access to
all books, records, returns, reports, electronic or otherwise and other documents of entities.
Committee Recommendation

The Accounting officer reprimand the Director of pensions for failing to provide
documents supporting the payment of Kshs.2l6,000 which was made to six beneficiaries of
former East African community. This action is contrary to the provisions of section 9(Ie)
of the Pubtic Audit Act No. 34 of 2015 which gives the Auditor-Genial powers of
unrestricted access to all books, records, returns, reports, erectronic or otherwise and other
documents of entities

60. Understatement ofthe Investment Balance

The statement of financial a-ssets and liabilities shows a balance of Kshs.34, 23g,9g0.00 under
investment account. The balance is understated by an amount of Kshs.2, 939,g50.00 being bonus
share issued in 2012 but not recorded in the varue ofthe investment account.

I
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Submission by the Accounting Officer

The Accounting Officer stated that the bonus share issued in 2012 by Kenya Power and Lighting

Company (KPLC) valued at Khs.2, 939,850.00 have not been recorded in the investment account

due to the fact that the National Treasury had not received the bonus share notice. The notice has

since been received and the necessary entries recorded in our books of accounts.

Committee Observation and Finding

The bonus share issued in 2012 by Kenya Power and Lighting Company (KPLC) valued at

Khs.2, 939,850.00 have not been recorded in the investment account due to the fact that the

National Treasury had not received the bonus share notice. Members observed that all the

required documents had been provided pending verification by the Auditor General.

61. Un-supported Balances

The statement of financial assets and liabilities under receivables includes an amount of

Kshs.248, 021,691.00 being cash owed by Joint consolidated Fund. The balance has, however,

not been supported by deposit certificates.

Further, the statement reflects a capital account balance and members contrib'rtions of Kshs. I 19,

356,085.00 and Kshs.37, 680,778.00 respectively, which have not been supported by analyses.

The accuracy ofthese balances could not therefore, be confirmed.

Submission by the Accounting Officer

The Accounting Officer stated that the statement of financial assets and liabilities under

receivables include amount of Kshs.248, 021,691.00 being cash owed to Joint Consolidated

Fund. The fi:nd represented investments by former employees of East African Community which

were taken over by Crown Agency upon collapse of the Community and subsequently

sgrrendered to Central Bank of Kenya. This being old balances which were kept manually it has

been a challenge to trace the deposit certificates.

The National Treasury has since refunded Kshs. 120,000,000.00 vide receipt No. 000685 in the

financial year 201512016 and the two joumals No. 000035 and 000046 for Kshs. 50,000,000.00

and Kshs. 76,026,408,65 respectively have been joumalized from the dividend account to the

investment account to correct the earlier anomaly. The balance of Kshs.l, 995,282.40 was

cleared during the financial year 201612017. The statement also reflects a member's contribution

whose analysis was not availed at the time of audit but has since been availed. The total

contribution per member can be verified from the member's registers which have also been

presented for audit review.

The issue should be retained to wait for evidence of transfer from crown Agency to cBK -

London - CBK Kenya.
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Committee Observations and Findings

Members observed that the evidence of transfers of the fund from crown Agency to cBK -
London - cBK Kenya had not been provided. The issue should be retained to wait for
evidence of transfer from Crown Agency to CBK -London - CBK Kenya.
European Widows and Orphans pension Scheme Fund

Basis for Qualified Opinion

62. Investment Held In Insorvent cerears and sugar Finance corporation
As previously reported, the statement of assets and liabilities reflects receivables, balance of
Kshs. 16,900,000.00 relating to cash investment held in the cerears and Sugar Finance
corporation. The Corporation is technically insolvent and the Govemment has approved its
winding up. Consequently, the recoverabitity of Kshs.l6, 900,000.00 is doubtful.

Submission by the Accounting Oflicer

The Accounting Officer in stated that the statement of assets and liabilities reflects a receivable
balance of Kshs.16, 900,000.00 relating to cash deposit held in the cereals and Sugar Finance
Corporation (CSFC), which is technically insolvent. Draft financial statements for Cereals and
Sugar Finance Corporation (under liquidation) has been submitted for audit review. The
liquidation and winding up process of the corporation is on-going and the recoverability of the
amount will be determined once the process is over.

The query should be retained to await the conclusion ofhandling Task Force

Committee Observations and Findings

i' The committee observed that the issue was among those being addressed by the
Task Force on Old Outstanding balances.

ii. The query remains unresolved and awaits conclusion of the taskforce on old
outstanding balances.

Committee Recommendation

The Principal secretary Nationar rreasury shourd ensure that the Taskforce on ord
balances should complete its work within nine months from August 20lg and submit its
report to the Auditor General not later than end of April 2019.

63. Failure to Invest Proceeds from Redeemed Stock

Treasury holds in its Deposits Account No. 4-g67-102-0021 cash proceeds from the redemption
of I l% Kenya Stock 2000 totaling Kshs.9, 000,000.00. The Stocks were redeemed in July 2001
and the proceeds were expected to be reinvested immediately but are still being held in Deposit
account to date. Failure to re-invest the funds for the last fourteen years has denied the Fund
income that would finance the payment ofpensions due to its beneficiaries.

T
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Submission by the Accounting Officer

The Accounting Officer stated that the National Treasury holds in its Deposit Account No.4-867-

1020021 cash proceeds from the redemption of ll% Kenya Stock 2000 totaling Kshs.9,

000,000.00 without investing for fourteen years. The proceeds are held in the deposit account of

National Treasury. The National Treasury camot invest in either treasury bills or bonds and

therefore the funds will be transferred to the Fund.

Committee Observations and Findings

i. Tbe committee observed that all required documents proving availability of the

funds in the deposit accounting awaiting transfer to the Redeemed stock Fund were

provided and verified.

ii. The committee marked the matter as resolved.

64. Over-statement of Dividend Income

The statement of receipts and payments reflects dividend income ofKshs.56,921,133.00, which

includes dividend "a-id 
d*ing rhe year of Kshs.6, 914,743.00, exchequer issue from Treasury

of Kshs.50, 000,000.00 and one month pension not paid of Kshs.6, 390.00. The exchequer issue

and pension not paid are not part of dividend income. The dividend income is therefore

overstated by an amount of Kshs.50, 006,390.00.

Submission by the Accounting Oflicer

The Accounting Offrcer stated that the statement of receipts and payments reflects a dividend

income of KshJ.56, g21,133. This includes dividend eamed during the year of Kshs6,914,743,

exchequer issued from the National Treasury of Kshs.50, 000,000.00 and one-month pension not

paid oi Kshs.6, 390.00. The Kshs.50, 000,000 was a fund dividend income that was wrongly

credited to the exchequer instead of the Fund account. The anomaly has since been corrected

through journal entries during the financial year 201512016. Further a journal entry was made to

correct the entry of Kshs 6,390.

Committee Observations and Findings

The committee marked the matter as resolved.

65. Un-explained Exchequer Issue to the Fund

The National Treasury issued an exchequer of Kshs.5o, 000,000.00 to the European Widows and

Orphans pension Scheme Fund during the period under review. According to records available,

the fund was not owed any amount by Treasury as at I July 2014 or during the year 201412015.

The reason for issuing the exchequer to the Fund has not been explained'

Submission by the Accounting Officer

The Accounting Officer stated that the National Treasury made a payment of Kshs.5o,

000,000.00 to the European Widows Family Pension Fund during the period under review being

a refund to the fund of the dividends from Kenya Power and Lighting Company and East African

Breweries Limited which was previously paid to the Exchequer, instead of the Fund.
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Committee Observation and Findings

The committee marked the matter as resolved,

66.2 The dividend income of Kshs. I
payments includes a refund of Kshs. 50,
dividends received during the prior year

THE PROVIDENT FUND

Basis for Adverse Opirion

66. Statement of Receipts and payments

66'1 The statement of receipts and payments reflects a net off amo,nt of Kshs.45, 32r,70g.6s
against total receipts which have been referred to as ,.dividend receivable for 201312014,,. T:ne
amount actually relates to 2012/2013 and was included in other receivables and dividend income
balaaces of Kshs. 109,063,893.00 and Kshs. 146,rg7,g97.00, respectively reported in that year.
The amount of Kshs.45, 321,709-65 has therefore been enoneously netted off against receipts for
the year 2014/2015.

Submission by the Accounting Oflicer

The Accounting officer stated that the on paragraph 66.1 rhe statement of Receipts and
Payments reflects a net off amount of Kshs.45, 321,70g.65. The amount of Kshs.45, 32r,70g.65
was part of Kshs 109,063,s93 that the Fund was expected to receive during financial year
201212013 as illustrated below:

Dividend fiom National Treasury (DGIPE) lO4,27O,Oll

Joint Consolidated Fund (JCF) 997,656

Cereals and Sugar F. Corporation 3,796,226

Totat 109,063,g93

The actual receipts for 201212013 were Kshs.Sg, 94g,301.90 leaving a balance of Kshs.45,
321,'109.65. The balance of Kshs.45, 32r,70g.6s was carried forward to 2013/2014 financiar
year' During the financial year 2013/2014 no dividends were declared therefore the same balance
of Kshs.45, 321,709.6s was carried to 20r4r20r5 financial year. During the financial year
201412015 Kenya Power and Lighting company and East African Breweries Limited paid
dividends directly to the National rreasury exchequer account which the National rreasury
refunded to the Fund by making a payment of Kshs.50, 000,000. This payment of Kshs.50,
000,000 cleared the balance of receivables of Kshs.45, 32r,i09.65. The differences of Kshs.4,
678,290.35 were receipts for 2014/2015 fmancial year.

Committee Observation and Findings

The committee marked the matter as resolved.

01,831,345 reflected in the statement of receipt and
000,000.00 out of which Kshs.45, 321,709.00 relates ro
s. The difference of Kshs 4,679,290.35 was part of the
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dividend receipts for 201412015 financial year. The Kshs.3, 226 was a deposit made directly into

rhe Consolidated Fund Account. A refund of Kshs 3,226 from the Consolidated Fund account to

the Provident Fund is in Process.

Submission by the Accounting Officer

The Accounting Officer stated that the query should be retained to await conclusion of handling

taskforce.

Committee Recommendation

The Principal Secretary National Treasury should ensure that Taskforce on old balances

should complete its work within nine months from August 2018 and submit its report to the

Auditor General not later than end of April 2019.

67. MissinglnvestmentCertificates

Note 8.2 to the financial statements reflects investment of Kshs. 45,860,478.00 in shares

representing the gross book value of ordinary share investments in two publicly quoted

companies. Out of this balance, a sum of Kshs.14, 807,299.00 represents 7,540,140 ordinary

shares held in the East African Breweries Company Limited. However' only share certificates for

1,960,1l8 shares valued at Kshs.9, 547,660.00 were presenled for audit. Therefore, it has not

been possible to confirm whether the balance of 5,580,022 shares valued at Kshs.5, 259,639'00

exist. ln view of these discrepancies, it has not been possible to confirm the completeness, value

and accuracy of the net investnent balance of Kshs .45, 378,431 .00 reflected in the statement of

financial assets and Iiabilities.

Submission by the Accounting Officer

The Accounting Officer stated that the financial statements under Note 8.2 reflect investment in

7,540,140 ordinary shares valued at Kshs.45, 860,478. 00. As at the time of audit the share

certificates that were availed for audit were for 1,960,118 shares valued at Kshs.9, 547,660' The

National Treasury has since sought and obtained confirmation for the 7,540,140 shares from the

East African Breweries Company Limited.

Committee Observations and Findings

i. The committee observed that the National Treasury has since sought and obtained

confirmation for the 7,540,140 shares from the East African Breweries company

Limited.

ii. The committee marked the matter as resolved'

68, Dividend Income not accounted for in the Fund Account

In the report for 201312014 it was noted that dividend income fiom investments amounting to

Kshs.l l, 310,210.00 was received from East African Breweries Limited and paid to the National
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Treasury instead of the Provident Fund Account. The amount had not been accounted for as a
receivable in the Fund's books ofacco,nt or paid to the provident Fund as at 30 June 2015.

Submission by the Accounting Officer

The Accounting officer stated that the Kshs.l l, 310,210.00 was not recognized as a receivable
in the fund account for 2014/2015 Financial Year since the notification had not been received.
The dividend of was paid directry to the exchequer account instead of the Fund account by the
close of financial year. This was due to the fact that the investments in EABL had been made in
the name of the Permanent Secretary to The National Treasury and the notification had not been
received hence any dividends made thereon had to be paid to the Exchequer Account. However,
the full amount has been refunded by the National Treasury.

Committee Observations and Findings

i. The committee observed that the dividend income from investments amounting to
Kshs.ll' 310110.00 was received from East African Breweries Limited and paid to
the National Treasury instead of the Provident Fund Account. This was d*e to the
fact that the investments in EABL had been made in the name of the permanent
Secretary to the National Treasury and the notification had not been received hence
any dividends made thereon had to be paid to the Exchequer Account.

ii. The committee marked the matter as reolved.

Committee Recommendation

Accounting officers must at all times ensure that all documentation relating to financial
statements are submitted to the Auditor General pursuant to the provisions of section 6g
(2) (l) of the Public Finance Management A ct,2012.

69. Cash on Deposit - Joint Consolidated Fund (JCF)

other receivables balance of Kshs.4, 793,882.00 reflected in the statement of financial assets and
liabilities includes cash on Deposit - Joint consoridated Fund (JCF) barance of Kshs.997,
655 80. However' certificates in support ofthe balarce were not submitted for audit review and
as a result, it has not been possible to veri8 the existence and valuation of the deposits or the
organizations in which the deposits were held.

Submission by the Accounting Officer

The Accounting officer stated that the deposit certificates in respect of cash on deposit (JCF)
totaling Kshs.997, 655.80 were nor provided for Audit review. This investment was operated by
the defunct East African community from savings and contributions from provident Fund, Asian
officers, European widows and orphans and Asian officers Family pension Fund. when the
East African community broke up in 1977 , these investments were taken by the Kenyan
Govemment and put under management of crown Agents Bank in the U.K. No certificate had
been issued in respect of this investment by the time the East African community broke up in
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1977. It is important to note that all funds in JCF were released from Crown Agent Bank in U.K.

to CBK account in the Bank of England. A budget provision was made in 201512016 financial

year ro pay back the Cash on Deposit -JCF from the Exchequer and the amount has already been

cleared vide receipt voucher 000686 dated l4th April, 2016.

Committee Observations and Findings

i. The statement of financial assets and liabilities included Cash on Deposit-Joint
Consolidated Fund (JCF) balance of Kshs.997, 655.80. However' certificates in
support of the balance were not submitted for audit review.

ii. A budget provision was made in 201512016 financial year to pay back the Cash on

Deposit -JCF from the Exchequer and the amount has already been cleared vide
receipt voucher 000686 dated l4th April, 2016.

iii. The committee marked the atter as resolved.

70. Cash Deposit - Cereals and Sugar Finance Corporation

The other receivables balance also includes a cash deposit of Kshs.3, 196,226.00 held in the

insolvent Cereals and Sugar Corporation. As reported previously, the Cabinet gave approval on

l3 September 2OO7 for the winding-up of the Corporation and directed the National Treasury to

take over its assets and liabilities. No information has been provided regarding the progress

attained in winding up ofthe Corporation as at 30 June 2015. In the circumstances, realization of
the amount of Kshs.3, 97 6,226.00 is doubtful.

Submission by the Accounting OIIicer

The Accounting Officer stated thata taskforce for winding up dormant funds was constituted.

The task force produced an Interim report as at September 2015. The draft financial statements

for the Corporation have been prepared and forwarded for audit review. The position of this

deposit will be determined upon the completion of winding up process by the taskforce on

dormant funds.

Committee Observation and Finding

The committee observed that the issue was among those being addressed by the Task

Force for winding up dormant Funds. The position of this deposit will be determined

upon the completion of winding up process by the taskforce on dormant funds.

Committee Recommendation

The Principal Secretary for the National Treasury Taskforce old balances should complete

its work within nine months from August 2018 and submit its report to the Auditor
General not later than end of April 2019.

71. Un analyzed Balance

The statement of financial assets and liabilities also reflects other pending payables' balance of
Kshs.9, 715,1 I 1.00 made up of Kshs.9, 622,726.00 and Kshs.92, 385.00 relating to surplus cash
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remitted by Govemment Departments and interest due from National Government entities
respectively. These balances were brought forward fiom the previous years but no analysis was
done.

The National T.*r.y explained that documents containing details of the balances were lost inthe 1970's- an! that during the year under review, it conitituted a taskforce to ,""on.il. th"
balances. In the absence of analysis, however, it has not been possible to confirm the accuracy,
validity and completeness ofthese balances.

Submission by the Accounting Officer
The Accounting officer in stated that the statement of Assets and Liabilities reflects pending
payables balances of Kshs.9, 715,1 1l.00 under the following items: _

Particulars

Surplus cash remitted by Departments

Interest due from the Government

These balances were brought forward from previous years and it has been a challenge to anaryze
them further since they are historical in nature. The National Treasury constituted u tu"kfo.". on
old Balances to assist ministries/departments and agencies to clear the outstanding old balances
in their books of accounts. we are awaiting the recommendations of the taskforce on the way
forward.

Committee Observation and Finding
The committee observed that the issue was among those being addressed by the Task
Force on old outstanding barances. The issue remains unresorved awaiting compretion of
work by the Task Force.

Committee Recommendation

The Principal secretary for the Nationar rreasury ensure that the Taskforce complete its
work within nine months from August 20rg and submit its report ro the Auditor Generar
not later than end of April 2019.

72, Differences in Comparative Balances

In the report for 2013/2014 it was noted that the comparative balances for 201212013 reflected in
the Fund's financial statements for the year ended 30 June 2014 differed with the balances
reflected in the audited financial statements for the year 2or2l20r3 as fo ows:
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Amounts

9,622,'.726.00

92,38s.00
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Item ComParative

Balance

201212013

Kshs.

Dividend receivable 104,270,111

From DGIPE

Accumulated SurPlus 460,564,77 I

Miscellaneous Receipts 146,187,997

Report on lhe E amination oflhe RePort

Actual

Statement

201212013

Kshs.

57,144,536.30

413,329,295.7 5

99,062552.30

D ilTe rcn ce

47,235,415.25

47 ,125 ,444.70

A review of the finalcial statements lor 201412015 revealed that like in201312014 no disclosure

has been made in the notes to the financial statements regarding re-statement of these prior

periodbalancesincludingthereasonsfortherestatementasrequiredunderlntemationalPublic
SectorAccountingstandaldNo.3on..AccountingPolicies,ChangesinAccountingEstimates
and Enors' '.

Submission by the Accounting Officer

'lhe Accounting Officer in stated that the by the time of Audit' the comparative balances for the

financial y"* iotztzotl reflected in the financial statement for the year ended 30th June 2014

differed with balances reflected in the Audited Financial statement. However, the financial

statements were amended and submitted for Audit review'

Committee Observation and Finding

Nodisclosurehasbeenmadeinthenotestothefinancialstatementsregardingre-statement
ofthesepriorperiodbalancesinctudingthereasonsfortherestatementasrequiredunder
International public sector Accounting Standard No.3 on "Accounting Policies, changes in

Accounting Estimates and Errors"'

Committee Recommendation

TheAccountingOfficershouldpreparethefinancialstatementsinaformthatcomplies
with the relevant accounting standards prescribed and published by the Accounting

standards Board from time to time in compliance with the provisions of Section 8l(3) of

thePFMAct20|2andthatthecorrectfinancialandaccountingrecordsarepresented
withinthree(3)afterthecloseofthefinancialyearpursuanttotbeprovisionsofArticle
229 of theConstitution of Kenya 2010 and section 68(2) (k) of the PFM Act 2012'

Yeor end.d 3d' Junc 20 I 5
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Kshs.

47,12s,574.70



CONSOLIDATED FUND SERVICES
MISCELLANEOUS SERVICES AND GUA
Basis for Adverse Opinion

73. Accounting policies

- SALARIES, ALLOWANCES
RANTEED DEBT

ANI)

Contrary to the requirements of Intemational Public sector Accounting Standards financialreporting under the cash basis of accounting, irr" .."o*,ing poricies adopted by the NationarTreasury in preparing and presenting these fin'anciar s-taiJm.nrs hare nor been discrosed.
Submission by the Accounting Officer
The Accounting officer stated that the financial statements initially presented for Audit reviewhad not disclosed the Accounting policies adopted by the Nationar Treasury. This was anomission and the Accounts were amended to incorpoiate the significant Accounting poriciesadopted and were forwarded lor audit review

Committee Observation and Finding

The accounting poricies adopted by the National Treasury in preparing and presenting thefinancial statements were not disclosed to the Auditor General.
Committee Recommendation

The Accounting oflicer shourd prepare the financiar statements in a form that comptieswith the rerevant accounting standards prescribed and pubrished by the AccountingStandards Board from time to time in compriance with the provisions or s""tioo'st1s) 0rthe PFM Act 2012 and that the correct fiianciar and accounting records are presentedwithin three (3) after the crose of the financiar year pursuant to the provisions of Articre229 of the Constitution ofKenya 2010 and r."tiro OSli; (k) ofthe pFM Act 2012.
74. Failure to provide a Trial Balance

The National Treasury did not provide a triar balance for the consolidated Fund Services_Salaries, Allowances and Miscellaneous services and Guaranteed Debts as at 30 June 2015. It is,therefore, not clear how the barances in the financiar statements were drawn in the absence of atrial balance.

Submission by the Accounting OIficer
The Accounting officer stated that by the time of audit a redger was provided without a trialbalance but since then a triar balance for Consolidated Frnd se*i"es, Sararies, Alrowances andMiscellaneous Services was provided for audit review.

Committee Observations and Findings

i' The Nationar rreasury did not provide a triar barance for the Consolidated FundServices-sararies, Alowances and Misceraneous services and Guaranteed Debts asat 30!h June 2015 contrary to the provisions of Section g0(r) which states that et the
Report on the Exaninanon i
Yeat ended 3dr June 2Ol5

the Repo of the luditot-Oeneral on the Finahcial Stote'tents Jot ional Goyemmcnt lor the e



end of each financial year, the National Treasury shall prepare for thenational

government, clear and comprehensible annual financial statements thatconsolidate

the financial statements prepared by all national government entities,in accordance

with formsts prescribed by the Accounting Standards Board'

ii. The committee observed that confirmation receipts had been provided and verified.

iii. The committee mrked the matter as resolved'

Committee Recommendation

The Accounting officer should prepare the financial statements in a form that complies

with the relevant accounting standards prescribed and published by the Accounting

Standards Board from time to time in compliance with the provisions of Sections 68 (2) (k)'

80 and 8l(3) of the PFM Act 2012 and that the correct financial and accounting records are

presented within three (3) months after the close of the financial year pursuant to the

provisions of Article 229 of the Constitution ofKenya 2010'

75. Un-supported Balances

75.1 The statement of receipts and payments reflects compensation of employees in form of

salaries and allowances of Kshs.2, 418,352,317.00 while the ledger shows payments totaling

Kshs.2, 405,901,971.00 for the same item. The difference of Kshs.12, 450,346.00 belween the

two sets ofrecords, which should ordinarily agree, has not been established'

Submission by the Accounting Officer

The Accounting Officer stated that this difference ofKshs.l2, 450,346 relates to payments made

off-payroll wh[ir had not been posted to the ledger. The same has since been posted, financial

statements amended and forwarded for audit review.

Committee Observations and Findings

i. The Committee observed that the bank documents and the amended financial

statements had been submitted to the Auditor General'

ii. The committee marked the matter as resolved'

75.2 The payroll summaries for the twelve months from July 2014 to June 2015 reflect salaries

and allowances expenditure totaling Kshs.2,316,996,53 5.90, which differs with the amount of

Kshs.2,418,352,317.00 reflected in the statement of receipts and payments in respect of

compensation ofemployees. The resulting difference of Kshs.10l, 355,781.10 has similarly not

been ascertained.

Submission by the Accounting Officer

The Accounting Officer in stated that the difference of Kshs.l0l, 355,781.10 is as a result of

payments made outside the pay roll.

ReportontheExonnatiorolrh"R"pon4twT*'o",,uoto''1"p'*"'ot5'''"^'@
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Committee Observations and Findings

i' The committee with advice of the Auditor Generar observed that the bank
documents and the amended financiar statements had been submitted to the Auditor
General.

ii. The committee marked the matter as resolved.

76, Payments under Guaranteed Loans Act

The statement of receipts and payments reflects expenditure of Kshs.ll5, 667,631.00 and
Kshs.899, 285,640.00 in respect ofloan interest and redemption respectively, incuned during the
financial year 20141201 5, under Guaranteed Loans Act. The roans *eie guaranteed by the
Govemment of Kenya on behalf of two parastatals and a Local Authority una p*a during the
year under review as follows: -

Organization Principal Amount Kshs.
KenyaBroadcasting 593,564,152.00
Corporation

Tana & Athi fuver
Development Authority 227,644,7 37.95
NairobiCityCouncil 78,076,750.00
Transmission Charges

Interest Amount Kshs.
69,9s2,990.30

Total Kshs.
663,517 ,142.30

4s,073,572.15

637,918.50

3,1 50.00

272,718,310.00

78,714,668.50

3,I 50.00

Total 899,285,639.g5 115,664,4g0.95 1,014,950,120.80

As similarly reported in 2013/2014, the terms and conditions under which the Govemment took
over these loans have not been made ava abre for audit review, and as a result, it has not been
possible to establish whether or not the defaulting institutions were required to reimburse the
Government the principal and interest it paid on their behalf.
It has not been possible in the circumstances to ascertain whether or not the repayments had
complied with the terms and conditions of the take_over.

Submission by the Accounting Officer

The Accounting officer in stated that the Govemment incurred expenditrue amounting to
Kshs.l5, 664,481.10, Kshs.899,285,639.90 and Kshs. 3,150.00 in.esplct of guaranteed loans,
interest, redemption and loan management expenses respectivery. Ho*erer, the Guaranteed
Loans Act' 201I sighted in the report was repeared through rhe public Finance Management
Act,2012 and is no longer in use.

The money which became payabre on guarantee was paid by the Govemment as provided for
under section 60 of the public Finance Management Act, 2012. The Govemment made the
Payments as a guarantor following a default by the borrowers. The insdrutions were faced with
financial constraints and could not meet their loan service obrigations. The organizations

Report oh thc Eramtrution ofrhe Repo olthe ,1
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a

requested the National Treasury to settle the loan obligations on their behalf as per copies of

correspondences atlached. The National Treasury issued a circular. No. 9 to all CEOs regarding

payment of guaranteed loans.

Committee Observations and Findings

i. The Committee observed that copies of correspondences and other relevant

documents had been provided and verified'

ii. The committee marked the matter as resolved'

77. Prior Year Adjustments

The statement of financial position as at 30 June 2015 reflects an amount of Kshs.55'

241,558.25, which is refened to as prior year a justments. The Nationai Treasury has not

explained or provided details of the said adjustments. consequently, the accuracy of the balances

reflected in the statement of financial position could not be ascertained'

Submission by the Accounting Officer

The Accounting officer stated thal the statement initially submitted for audit review reflected

prior year adjustment of Kshs.55, 241,558.25. However, the statement was amended to reflect

cash book balances of Kshs.172, 450,39'1.35 instead of bank balances which as a result cleared

the prior year adjustments.

Committee Observations and Findings

i.TheCommitteeobservedthatthebankdocumentsandtheamendedfinancial
statements had been submitted to the Auditor General'

ii, The committee marked the matter as resolved'

78. Unspent Appropriation/Cash Balance

The statement of financial position reflects a bank batance under the comparative balances for

the financial year 201312014 of Kshs.397, 382,932.20. The balance was carried forward to the

financial yeu 201412015 as shown in the statement of financial position as at 30 June 201 5. The

unspent appropriation in 2o13l2OI4 ought to have been paid back to the National Exchequer

Account as required under section 45 of the Public Finance Management Act,2012 but it was

not repaid.

Submission by the Accounting Oflicer

The Accounting officer stated that at tIe close of every financial year the budget for that

financial year lapses and un-spent exchequer is expected to be surrendered to the Exchequer

Account. The un-spent balance of Kshs.397,382,932.20 for 2011/14 financial year was used to

finance part of the budget of 2014/15 financial year and t]le same was recovered from the

exchequer issues of financial year 2014115-

@iontheRnanciolStatenents;|ortheNononaIGolennenlfoflhe
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Committee Observations and Findings

i' The committee observed that the bank documents and the amended financial
statements had been submitted to the Auditor General.

ii. The committee marked the matter as resolved,

79. Omitted Expenditure and Receipts

79'1 The following receipts and expendihre reflected in the ledger for June 2015 have not been
captured in the financial statements as detailed: -

Expenditure

520-004-8820-6760102 Kshs.22,022

520-129-8820-6760102 Kshs.80.l95
Receipts

520-004-0000-6740102 Kshs.5, 409,260.g0

520-004-0000-6780101 Kshs.2, 167,730.70

The National Treasury has also not provided the item descriptions for these accounts and as such,it has not been possible to establish what they relate to.

Committee Observations and Findin gs

i' The Committee with advice of the Auditor Generer observed that the bank
documents and the amended financial statements had been submitted to the Auditor
General.

ii. The committee marked the matter as resolved.

79.2 In addition, the ledger under Head-9g3 Item-67g010g-loans management charges reflects anamount ofKshs.l l, 980,333.s0 as at 30 June 2015. The item has, however, beenlmitted fiomthe fi nancial statements.

Submission by the Accounting Oflicer
The Accounting officer stated that the expenditure of Kshs. r 02, 2r7 waserroneously captured in
the ledger and has been reversed. Both ledger and financial statement are in agreement. The item
description for the above accounts has been provided to the auditor for review.
Committee Observations and Findings

i' The committee observed that the bank documents and the amended financial
stetements had been submitted to the Auditor General.

ii. The committee marked the matter as resolved.

Repo| on tfu Examuation ol the
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80. Variances between Ledger and the Payroll

The ledgers and the payroll for salaries and allowances for 201412015 in respect of the Judiciary,

Kenya National Commission on Human fughts and National Cohesion and Integration

Commission show variances as detailed: -

Institution Ledger Amount Payroll Amount Variance

as at 30.06.2015 as at30'06.2015 Kshs

l. Judiciary 1,311,299,506.00 1,597,774,307.00 286,474,801.00

Z.Kenya 147,026,916.00 111,307,599.00 35,719'317'00

National

Commission

on Human Right

3. National Cohesion 16,773,708.00 9,259,030.00 7,514,678.00

and Integration

Commission

I have not been able to establish t}re cause ofthe differences.

Submission by the Accounting Officer

The Accounting Officer stated that the variances were due to over/under casts in the ledger. The

accounts were later amended. The ledger and the payroll figures are in agteement and have since

been availed for audit review.

Committee Observations and Findings

i. The Committee observed that copies of correspondences and other relevant

documents had been provided and verified.

ii. The committee marked the matter as resolved.

81. Unexplained Funding

The statement of receipts and payments shows total receipts of Kshs. 3,150,000,000.00 and

expenditure totaling Kshs. 3,43 3,308,738.00, resulting in a deficit of Kshs. 283,308,738.00 for

the year ended 30 June 2015. The source of funding for payments totaling Kshs.283, 308,738.00

during the year has not been explained.

Submission by the Accounting Officer

The Accounting Officer in stated that the statements of receipts and payments shows total

receipts ofKshs. 3,150,000,000.00 and expendinre totaling Kshs. 3,43 3,308,73 8.00 resulting to

a deficit of Kshs. 283,308,738.00 for the year ended 30th June 2015. The deficit of Kshs.28l,

646,727.85 aad not Kshs.283, 308,738.00 was financed from the exchequer amounting to

Kshs.397, 382,932.20 brought forward from 2013/14 financial year.

Report an the Examination oJthe Report of the Auditor-Oenerul on the Financial Statementslor lhe Natiorul Govrnme
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Committee Observations and Findings

i. The Committee observed that the bank documents and the amended financial
statements had been submitted to the Auditor General.

ii. The committee marked the matter as resolved.

82. Bank Balances

The Bank reconciliation statement as at 30 June 2015 reflects cash book balance of Kshs.96,
267,835.60 which differs with the balance of Kshs.Sg, g32.636.15 shown in the statement of
financial position by Kshs.37, 435,199.45.
Further' the supporting schedules to the reconciliation statement show figures only without
description ofreconciling items. It is, therefore, not clear what the reconciling figures represent.
The reconciliation also reflects a cash book adjustment of Kshs.754, 000,000.00 dated l6 May
2014 which is referred to as overstated receipts. The cash book was debited on 13 May 2014
with an amount of Kshs.837, 748,634.50 instead of Kshs.g3, 74g,634.50. The adjustment was,
however, reversed on 29 June 2015 and no explanation has been given for the transaction and
why the error was reinstated. In the circumstances, the accuracy of the cash balance in the
statement of the financial position could not be confirmed.

Submission by the Accounting Officer

The Accounting Officer stated that the bank reconciliation statement as at 30th June,20l5 for
new accourt was revised to reflect the adjusted cash book balance of Kshs. 172,450,397.35
which was reconciled with the bank balance of Kshs. 59,g32,636. 1 5.

The supporting schedules to the bank reconciliation statement include full details of all the items
there in. on l6th May, 2014, the old cash book balance brought down was recorded as Kshs.g37,
748,634.50 instead of Kshs.83, 748,634.50. This resulted in an over-cast of Kshs.754,
000,000.00 as observed. However, the over-cast was reversed on l0th April, 2015 in the new
cash book instead of the old cash book where it occurred. This entry was therefore reversed in
new cash book on 29th June, 2015 and was submitted for Audit review.

Committee Observations and Findings

i. The committee with advice of the Auditor General observed that the bank
documents, cash books and the amended financial statements had been submitted to
the Auditor General.

The committee marked the matter as resolved.lt.

Report on the EM ination of the Report oJ the Auditor-Ceneral on ke
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STATEMENT OF EXPENDITURE - SUBSCRIP'TIONS TO INTERNATIONAL

ORGANIZATIONS

Basis for Adverse Opinion

83. AccountingPolicies

Contrary to the requirements of Intemational Public Sector Accounting Standards-Cash Basis

specific accounting policies used for significant transactions and other events have not been

disclosed in the financial statements.

Submission by the Accounting Officer

The Accounting Officer in stated that the financial statemenls initially presented for Audit

review had not disclosed the Accounting policies adopted by the National Treasury. This was an

omission and the Accounts were amended to incorporate the significant Accounting policies

adopted and have been forwarded for Audit review.

Committee Observations and Findings

i. The committee with advice of the Auditor General observed that copies of

correspondences and other relevant documents had been provided and verified.

ii. The committee marked the matter as resolvcd.

84: Unconfirmed Balances

The details of Kenya Government share subscription and capital contribution to twelve

intemational organizations reflects local value of subscription totaling Kshs.1l7, 444'637,095.00

against various amounts in foreign currencies as at 30th June 2015. The National Treasury

requested the organizations to confirm and nine had confirmed by the time of audit. The

remaining three have since confirmed and forwarded for audit review. The variances are due to

movements in the accounts maintained by the intemational organizations which had not been

captured in our books. To address the variances, the statement has been revised and submitted

for audit review.

Organization Balance as

Statement

value) Kshs.

per the

(Local
Balance as per the

Confirmation
(Foreign cunency)

lnternational Monetary

Fund

SDR

26t,156,',794.00

36,397 ,422,319.78 SDR

258,t24,458.00

ii.African Development

Bank

Unit of Account

260,960,000.00

3 5,48 I ,165,440.00 Unit of Account

9l 5,260,000.00

iii.E.A.Development Unit of Account I0,877,120,000.00 Unit of Account

t 1 lI :l7lll:l::
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84'2 Independent confirmation of Kenya Govemment share subscription and capital contribution
was not received from five organizations listed below inspite of a request to the National
Treasury to ask them to confirm the balances as at 30 June 2015:

Bank 80.000,000.00 73,800,000.00

iv.African Capaciry
Building Initiative

US dollars
2s0,000.00

24,659,850.00

TOTAL 82,780367,669.78

Organization Balance as per the Statement
(Foreign currency)

Balance as per the Statement
(Local Value) Kshs.

(i) Internarional
Reconstruction

Development

Bank for
and

US dollars 296,882,7 3 5.Oz 29,284,334,852.7 3

(ii) lntemational Finance
Corporation

USdollars 4,041,000.00 398,601,815.40

( iii) Shelter Afrique Unit of Account
26,680.000.00

197,278,800.00

(iv) P.T.A. Bank US dollars I25,000.00 3,627,519,520

(v) Macro- Economic
Financial Management

Institute

TOTAL 33,520,064,913.13

The accuracy of the above barances totaling Kshs.33 ,520,064,913.r3 could not be ascertained

Submission by the Accounting Officer

The Accounting Officer stated that the details of Kenya
capital contribution to twelve intemational organizations
totaling Kshs.l 17, 444,637 ,095.00 against various amounts
2015. The National Treasury requested the organizations to
the time of audit- The remaining three have since confirmed

Government share subscription and
reflects local value of subscription
in foreign currencies as at 30th June
confirm and nine had confirmed by
and forwarded for audit review. The

Repo on the Exanination olthc Reoort "fYeat ended 3d' June 2015
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variances are due to movements in the accounts maintained by the international organizations

which had not been captured in our books. To address the variances, the statement has been

revised and submitled for audit review.

Committee Observations and Findings

i. The committee with advice of the Auditor General observed that the bank

documents, cash books and the amended financial statements had been submitted to

tbe Auditor General.

ii. The committee marked the matter as resolved'

85. BankReconciliation

In the report for 201312014, reference was made to failure to provide a bank reconciliation

statement for the balance of Kshs.2, 601,589.25 reflected as at 30 June 2014 in the cash book for

Recunent Account No.01-010-R053: Subscriptions to Intemational organizations. The bank

reconciliation statement as at 30 June 2014 which has been provided subsequently reflects a bank

balance of Kshs.2,32':. ,778.30 which differs with a nil balance shown in rhe bank certificate' In

addition, no bank reconciliation statement as at 30 June 2015 has been provided for audit'

Submission by the Accounting Officer

The Accounting Officer stated that the initially the bank reconciliation statement submitted for

audit review as at 30s June, 2014 reflected a bank balance of Kshs.2, 327,778.30 instead of

showing a nil balance. This was an oversight since the reconciliation had not factored Kshs'2,

327,778.30 that had been transferred to Exchequer vide letter Ref. No.AG.l7lii/Vol.65 (56) ol

30s June,20l4.However, bank reconciliation statement as at 306 June,2014 was later amended

to reflect the transfer to exchequer. In addition, bank reconciliation statement as at 30rh June,

2015 was prepared and not availed for audit. This was an omission. The two reconciliations

were availed for audit review.

Committec Observations and Findings

i. The committee observed that the bank documents, cash books and the amended

financial statements had been submitted to the Auditor General'

ii. The committee marked the matter as resolved'

FiFE;
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3.0. THE PR.ESIDENCY

THE FINANCIAL STATEMENTS FORVOTE IOT

Mr. Lawrence Lenyayapa, the Accounting officer for vote l0l, The presidency
accompanied by Mr. Samuel Mugambi; Depufy Chief Finance OIIicer, Mr. Samuel
Gitimu; Senior Architect, state Department for pubric works; Mr. Joer Langatt; senior
Assistant Accountant Generar and Mr. Benson Kinyua; chief Accountant appelared before
the committee on 4rh April 2017, to adduce evidence on the audited Financial statements ofVote l0l the Presidency for the Financial Year 2014t201s. Minutes of the Committee,s
sittings and the submissions tabled by the Accounting oflicer are annexed to this report.
Baisis for Qualified Opinion

86' Proposed Conversion of Mechanical Workshop to Offices Bt State House and Stalled
Project for the Construction of Mechanical Workshop and petrol Station
In paragraph 209 of the report for 2012/2013, aftention was drawn to the irregular payment of
Kshs.88, 826,396.00 to a contractor who was constructing a mechaaical workshop and petrol
station at state house that had stalled. Although the matter was discussed before public Accounts
committee (PAC), a determination was not made as the project was to be evaluated by the
relevant technocrats to determine value for money.

However, belore the evaluation was done, State House awarded a new contract of Kshs.l37,
407,865.00 to another contractor for conversion of the mechanical workshop to offices.
There were indications that rhe sralled project costing KShs.gg, g26,396.00 was demolished topave for the construction of new project, therefore, the value for money for the initial
expenditure could not be confirmed in accordance with Section 6g(l) (a) and (b) of the pubric
Finance Management Act (2012).

consequently, the propriety and lawfulness ofthe expenditure amounting to Kshs.gg, g26,396.00
could not be confirmed.

The Accounting officer submitted that state House awarded a contact to construct a mechanical
workshop with offices, a petror station and associated extemal works comprising parking, sewer
line ald access road at a contract price of Kshs. 105,500,000.00 which commenc"a o, zi;o rr,Iuy
2012 with completion period of 52 weeks.

The payment of Kshs. 88,826,396.00 was paid vide l r certificates issued by Ministry of public
Works, spread over 52 weeks. This was in respect to the following works done;
Sludge disposal construction and connection to the existing sewer line and parking finished in
concrete blocks as cabro block which is in use;

Two storey office block comprising l6 offices completed as designed and in use.

The Accounting officer further submifted that with the expansion of the executive office of the
President, more office space was urgently required. The Minis try of Lands, Housing and Urban
Repo.t on lhe E omnotton of h. R.port ol the Aud
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Development was requested to facilitate the conversion of the mechanical workshop and petrol

station to offices. Only a small part was demolished for the works'

The Accounting Officer submitted that the contractor had not been paid a fee for termination as

assessment was still being done on completion ofthe project, as per the contract.

Committee Observations and Findings

i. The Committee observed that the project stalled as a result of lack of foresight in

planning by the Ministry of Public Works.

ii. The Accounting Officer was also required to avail the contractual document which

he never did.

Committee Recommendation

The Ministry of Public Works as the sole supervisor and manager of government

buildings and related structures has failed on many occasions and therefore, each

government department should be allowed to hired private Engineers on cotrtract to

supervise their structural projects.

87, Pending Bills

Records maintained by the Presidency indicate that bills amounting to KShs.949, 634,649.00

chargeable to Vote 101 1 and relating to 2014/2015 were not paid during the year under review

but instead were ciuried forward to2015/2016. Had these bills been paid and the expenditure

charged to the accounts for 201412015, the financial statements would have reflected deficit of
Kshs.946, 484,649.00 instead ofnet surplus of Kshs.3, 150,000.00 now shown.

Submission by the Accounting OIIicer

The Accounting Officer submitted that the matter had been resolved as the pending bills

resulting fiom under issuance of exchequer had been settled as ltl charge in the subsequent

financial year.

Committee Observation and Finding

The Committee observed that had the Accounting Oflicer submitted this information

promptly, this matter would not have been an audit query.

Committee Recommendation

The Committee recommends that the Accounting Officer should institute measures to

ensure that the agency always acts on the Auditor General's management letters to
forestall audit queries.



4.0. MINISTRY OF DEFENCE

THE FINANCIAL STATEMENTS FOR VOTE 104

Mr. saitoti rorome, the Accounting officer, for vote 104, the Ministry of Defence
accompanied by Lt. Gen. Joseph Kasaon, vice chief of Defence Forcesl Brig. D.A. Ngaira,
commander Engineering Brigade; Mr. c.K. Muhia, senior chief Finance officer; Cor.
M'S. Mwacharo, coloner, projects; Brig. J.A. ouda, commander 12 Engineer Baracks;
col' E.M Mwanyika, coroner works - Headquarters; Ms E,w. wanjonji, Acting principar
Accountant; Brig. M. c. okech, Defence Headquarters; Mr, Gabrier Merita Nd ay,
Personal Assistant to the principat secretary and Mr. G. F. sakwa, parliamentary Liaison
officer, appeared before the committee on 30rh March 2017, rTth Jury, 201& and to
adduce evidence on the audited Financial Statements of Vote lll Ministry of Defence for
the Financial Year 20r4t201s. Minutes of the Committee's sittings and the submissions
tabled by the Accounting Officer are annexed to this report.

Basis for Qualified Opinion

88. Payment of Taxes on Imported Goods to Kenyr Revenue Authority
Examination of records maintained at Ministry of Defence show that Kshs.l62, 296,569.25 was
issued as imprests to officers serving at central Supply Depot (cSD) and Kenya Air Force
Logistics Branch for purposes of clearing goods from various ports of entry on behalf of Kenya
Air Force.

It has been explained that Kshs.l62, 296,569.25 was paid in A./c No.0100305 g230400 ar
National Bank of Kenya owned by KRA customs and Excise Tax CoLLN. It has further been
explained that the amount was in respect of varue Added rax(VAT) and Excise Duty on
imported military equipment after verification by Kenya Revenue Authority. However, a diligent
check oftax retums submitted by Kenya Revenue Authority does not reflect receipt of the stated
amount-

ln addition records further show that these payments were made through camp Administration
Unit (CAU) Account No. 100100902600 at National Bank where the Ministry transfers money
from Recurrent Bank Account No.l000lgr435 at Centrar Bank of Kenya. However, the bank
statement for camp Administration unit (cAU) Account No. 100100902600 at National Bank
has not been availed by the Ministry of Defence despite the fact that several requests have been
made contrary to Section 37(a)(i) and (ii) of rhe public Audit Act.,2003.

In the circumstances, therefore, it is not possible to confirm that t}e value for money was
obtained in the expendirure toralling Kshs.l62, 296,569.25 as required by Section 6g(l)(a) and
(b) of Public Finance Management Act, 2or2 and that the expenditure is tawf.rl as requ,ed by
Article 229(6) of the Constitution of Kenya, 201 0.

Submission by the Accounting Officer

Report on the Exafiinotton olthe Repo althe AudtorGeneml
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Report on the Errrunation oJ the Report o/the Auditor-Geherol on the F)nancMl Statencnts/or the NanonalGovernnenr lor rhe

Year ended 3d' June 2015

He admitted fiat the Ministry paid Kshs.l62, 296,569.25 through imprests for Value Added Tax

(VAT) and Railway Development trvy (RDL) introduced through the Finance Act NO. 38 of
2013 on imported military items at the po of Mombasa and various Airports in Kenya.

He also submitted that the ministry imports goods of high value resulting in high VAT amounts,

therefore necessitates use of imprests to pay VAT at KRA at each stage of clearance of goods at

the ports. This is the reason for depositing money at National Bank of Kenya Account No.

01003058230400.

The Accounting Oflicer added that the Kenya Revenue Authority had confirmed receipt ofKshs.

162,296,569.25 out of which Kshs. 36,274,813.00 was received for various transactions which

could not be directly traceable in the bank statements as it related to two or more goods cleared.

These goods have now been identified and matched to the funds in National Bank Simba system

and the appendix has been availed to the auditors.

The meeting heard that the amount of Kshs.l62, 296,569.25 that was outstanding at the time of
audit had been reconciled and evidence including bank statements provided to the auditors.

Committee Observation and Finding

The acknowledgement letter from KRA on receipt of Kshs' 162,296,569.25 was missing and

the Committee directed the Accounting Officer to provide it.

89. Procurement and Utilization of Hydraulic Excavators

Examination of records shows that the Ministry procured two (2) Caterpillar 374DL through

direct procurement from a supplier in 201112012 financial year. The contract price was

Kshs.185, 323,994.10 which was paid through a letter of credit to Barclays Bank vide Payment

Voucher No.DPL LOGSA4SSR 62 dated 8 June 201 I . Subsequently, the two (2) Caterpillar

374DL hydraulic excavators were received, inspected and taken on charge both at DEFOD

Kahawa and l2 Engineers BN in Thika in 2012. T\e management has not explained why direct

Procurement method was used instead of open tender.

89.1 Under Utilized Excavators at 12 Engineers BN

Although the Ministry of Defence spent Kshs.l85, 323,994.10 on urgent purchase of the two

heavy duty excavators for the purpose of road construction, civil works and disaster

management, examination of records maintained at 12 Engineers BN reveals that they have

never been used for the intended puposes except training. The Ministry has not justified the

basis for incurring huge expenditure on underutilized excavators.



89.2 Delays in Repairs of the Equipment by the Vendor

Information and documents obtained from 12 Engineers BN indicates that a euick coupler
cylinder in one of the two excavators was broken during training on 2l May 2015 and the
supplier carried the component for repairs. However, an audit inspection undertaken on 16
october 2015 reveals that the component has not been retumed, therefore, the equipment has
remained unserviceable. No justification has been provided for the delay in repairs and
maintenance of the equipment.

89.3 Overpricing

Examination of records further reveals that the prices for excavators were higher than the
prevailing market prices as a mfiket survey undertaken by the user indicates that the estimated
cost of the two excavators is Kshs.40,000,000.00whi1e the actual purchase price of the two
excavators is Kshs.l85,323,994.l0,resulting in excess and illegal payment of
Kshs. 145,323,994.50.

Under the circumstances, it is not possible to confirm that value for money was obtained in an
expenditure totaling Kshs.l8 s,323,994.10 as required by section 6g (l) (b) ofthe public Finance
Management Act, 2012.

Submission by Accounting Officer

The Accounting officer submitted that in 2006, the ministry in partnership with Ministry of
water and Environment were mandated by the government to construct dams/pans and carry out
borehole drilling in the North Rift in support of securitization programme dubbed operation
Dumisha Amani'. The equipment was procured for this purpose.

He added that the equipment could only be supplied by the local agent of the manufacturer,
Mantrac and were therefore directly procured as per Section 74 (2) (a) and (b) of the public
Procurement and Disposal Act 2005.

The Accounting officer clarified that by the time procurement was completed; the security
operation had ended, giving the false impression that the equipment were idle. They were
however in use as need arises. He also confirmed that one ofthe equipment had been r.pui."d.
He added that the contact price was commensurate to market rates at the time ofpurchase.

The Committee was informed that the Auditor General had verified that the faulty equipment had
been repaired.

Committee Observations and Findings

i. The Auditor Generar had verified thrt the faulty equipment had been repaired.
ii. The committee established that there was overpayment based on market survey.
iii. The Ministry of Defence procured two (2) caterp lar 374DL through direct

procurement from a supprier in 201u2012 financiar year and did not tabre any

Repo4 on the Exafitndtion olthe Repo of the Audttor-Aenerul
Yeat ended 3dr June 20 I 5
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reasons disclosing the ground of urgency pursuant to the provisions of section 74 (2)

(a) and (b) of the Public Procurement and Disposal Act No. 5 of 2005.

iv. The Ministry of Defence proceeded to purchase overpriced equipment despite

having the equipment was overpriced from its own market survey in relation to the

matter under paragraPh 89.3.

v. The Ministry of Defence did not table any evidence to demonstrate that the

purchase two (2) Caterpillar 374DL through direct procurement rryas conducted in

accordance with procurement laws or that there was value for money was obtained

in an expenditure totaling Kshs'185, 323,994.10 as required by section 68 (l) (b) of

the Public Finance Management Act,2012 with respect to the procurement and

utilization of hydraulic excavators under paragraph 89.

vi. The Committee observed that minutes of the Ministerial Tender Committee were

missing and directed the Accounting Officer to provide them.

90. Examination of contract Records for Erection and Completion of 144 Married

Quarters at Kenyatta Barracks-Gilgil

Examination of contract records maintained at the Ministry of Defence Headquarters relating to

the erection and completion of 144 Married Quarters at Kenyatta Banacks-Gilgil revealed

unsatisfactory and unexplained matters as follows:

Inifial Contract

A tender was awarded to Capital Construction Company at a contract sum of Kshs.346,

658,629.00 vide tender no. D08 RVNKU/401 - JOB NO.1087P for erection and completion of

one hundred and forty-lour (144) Manied Quarters at Kenyatta Banacks-Gilgil.

The work commenced on 14 October,2005 and was planned for one hundred (100) weeks, with

completion date expected to be 22 September, 2001 . The Scope of works included construction

of 144 number three bed roomed houses in twenty-four (24) blocks, associated civil work (roads

and sewerage); associated electrical and mechanical works; and high and low level water storage

tanks.

Examination of records showed that there was slow progress of work and the contractor was

unable to complete the work as expected. The contract period was revised and extended by

eighty-eight (88) weeks over and above one hundred (100) weeks and the new completion date

was expected to be 30 June, 2009 after considerations by the two parties. However, the

contractor defautted and failed to meet the new completion time.

The Ministry therefore decided to terminate the contract. By the time the contract was

terminated, only 61 percent of the work had been completed. However, the contractor had been

paid Kshs. 297,354,059;74 representing 86 percent of the contract sum of Kshs. 346,658,629.00

indicating an apparent overpayment of Kshs. 85,892,295.00.

RePort on the E Annotton o.l the RPPo't ol the Audtor'Generol on rhe Fnonaal Starenenrs lot the \ottoMl coeenm?nt fot the
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on commencement of the contract, the Ministry had paid the contactor an advance of Kshs.34,
665,863 00 against a bank guarantee from a financial institution on the understanding that the
amount would be periodically reduced by amounts recovered by the Ministry from priceeds of
the contract. By the time the contract was terminated the Ministry had recovered a sum of
Kshs.30, 222,854-Sgleaving a balance of Kshs.4, 443,00g.11. The Advance payment warrant
expired on 26 August 2007.

Submission by Accounting OIIicer

90.1 Contracts for Proposed Completion of 144 Married euarters _ GILGIL
Examination of contract records maintained at Defence Headquarters on the proposed
completion of 144 Married Quarters at Kenyatta Barracks shows that three contracts were
awarded to one contractor at a total tender sum of Kshs.660,000,000.00 as follows:-

90.2 Delays in Completion of Works

An audit inspection of the works carried out during the month of April 2015 reveals that 144
MQS at Gilgil which was planned to be completed by 30 June 2009, has not been completed due
to various reasons: -

(a) Termination of initial contract

(b) Post election violence in 200712008

(c) Change of specifications

(d) New tax regime of VAT at l6 percent on imported materials and direct withholding income
tax resulting in escalation ofconstruction cost.

In these circumstances therefore, it is evident that there was poor financial plaruing that has
increased the project's original cost of Kshs.346,65g,629.00 to a combined 

"ort 
of *br"qu"nt

contracts awarded totaling Kshs.957,354,059.75.

In this circumstance , therefore, it is not possible to confirm that the value for money would be
obtained in the total expenditure of Kshs.957, 354,059.75 as required by section 68 (l) (b) of

Contract Completion Date

Phase I 169,000,000.00 14.05.2014

Phase II 221 ,000,000.00 6.08.2015

Phase Ill 270,000,000.00 In progress

Total 660,000,000.00

Public Finance M ent Act, 2012
Repod on the Examuation olth? Repo olthe AuA
Yeat ended 3d^ June 2015
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Committee Observations and Findings

i. The committee observed that the project was complete at the time meeting of with

the Ministry'

ii.TheAccountingofficerdidnotsubmitthisinformationpromptlyandthereforethe
matter was raised as an audit query.

Committee Recommendations

The Accounting officer should institute measures to ensure that the Department always

acts on the Auditor General's management letters to avoid audit queries'

91. Pending Bills

TheFinancialStatementsfortheyearended30June20l5showthatbillstotaling
Kshs.4, t 87,3 53,000.00 chargeable to Recurrent vote were not settled during the year 2014 I

201 5 but were instead carried forward to 2015 I 2016.

Analysis of pending bitls records show a similar trend in their management as follows: -

Financial Year Amount

(Kshs.)

4,463,081,170.85

3,924,997 ,000.00

4,1 87,3 53,000.00

2012/2013

201312014

201412015

In addition, the Ministry has not provided details of payees and the extent of individual debt for

thethree(3)years.Consequently,itisnotpossibletoconfirmthevalidityandcompletenessof
pendingbillsamountingtoKshs.4,l8T,353'00000;Kshs'3'924'997'00000;and
Kshs.4,463,08l,170.85purportedlyincurredduringthree(3)consecutivefinancialyears
20 1 4l2O'l 5 ;2013 /201 4; afi 2012/2013 -

The Committee heard that the matter was resolved as the pending bills were treated as 1't charge

in subsequent financial Year.

Committee Recommendations

The Accounting officer should institute measures to ensure that the Department always

acts on the Auditor General's management letters to forestall audit queries

92. Non-Disclosure in the Statement of Receipts and Payments

The Statement of Receipts and Payments for the year ended 30 June 201 5 reflects total payments

of Kshs. 80,072,42|,000.00, out of which payments totaling Kshs.73,672,278,000.00' or

| | tt ryifFeldi
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approximately 92 percent of the totar payments are shown as a brock figure relating to military
expenditure. The nature of this expenditue was not discrosed in terms of comiensation of
employees, use of goods and services, transfers to other Govemment units, acquisition of assets
and other payments as required by the Intemational Public Sector Accounting Standards (lpSAS)
which provides that payments should be classified according to the nature and their function.
Consequently, it is not possible to confirm its accuracy and completeness.

Committee Observation

The Committee heard that the matter was resorved as the pending bifls were treated as r.r
charge in subsequent financial year.

Committee Recommendations

i. The committee recommends that the Director of pubric prosecutions immediatery
commences investigations on the circumstances under which the irregular
procurement *as carried out and prosecutes the members of the Ministerial render
committee that approved the procurement, as we, as the then Accounting ollicer.

ii. The Accounting oflicer shourd institute measures to ensure that the Department
always acts on the Auditor GeneraPs management |etters to forestal audit queries

Repo on the Exanhatton ofhe Repo olth. Audt
Year ended 30^ June 20t s
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5.0. MINISTRY OF FOREIGN AFFAIRS

FINANCIAL STATEMENTS FOR VOTE I05

Amb. Macharia Kamau, the Accounting officer for vote 105, the Ministry of Foreign

Affairs and International Trade accompanied by Mr. J.A. Aloyo; Chief Finance officer'

Mr. Henry Obino; Director, Administration, Amb. Tom Amolo; Political and Diplomatic

Secretary, Mr. Lawrence Wau'erul Director, Human Resource Management - DHRM' Mr'

Eliphas Barine; Director, Parliamentary Liaison, Mr. Samson Ongalo (Ms' Phoebe

Ndonye); Senior Assistant Accountant General, Mr. Nelson Mose; Senior Finance officer,

Mr. Hitary Limo; Chief Accountant, Mr. Eliud Matira; Head Supply chain Management,

Ms. Theresa Icharia; senior Assistant Director, Mr. Benard Yegon; Finance officer, Mr.

Joshua Magare; Accountant, Ms. Margaret Gachuru; Assets officer and Mr. James

omosa; Special Assistant to the Principal Secretary appeared before the committee on 3rd

May 2018, 4th May 2018 to adduce evidence on the audited Financial Statements of vote

105 the Ministry of Foreign affairs and International Trade for the Financial Year

201412015. Minutes of the committee's sittings and the submissions tabled by the

Accounting Olficer are annexed to this report.

Baisis for Qualified OPinion

93. Revenue

The statement of receipts and payments for the Ministry reflects total revenue of Kshs.l3,

650,088,000.00 for the year ended 30 June 2015. included in the above revenue balance is

Kshs.767, 091,000.00 for revenue collected as Appropriation In Aid from Visas, other consular

Fees and Rental Income at various missions and embassies abroad. However, the accuracy and

completeness of the reported revenue could not be ascertained due to the following unsettled and

Unreconciled differences: -

93.1 Loss of Revenue

Examination of revenue records at selected missions/embassies revealed that revenue collected

during rhe financial year 2Ol4i 2015 is Kshs.285; 533,779.00whi1e the actual revenue reported

in the financial statements is Kshs.214, 505,543.00 resulting in a loss of Kshs.7l, 028,236.00.

Diligence check of four (a) Missions / Embassies, revealed loss of revenue totaling

Kshs.137,718,518.00 at London (Kshs.82,369,012.00); Rome(Kshs.47,434,515.00); Addis

Ababa (Kshs.6,316,584.00) and washington DC(Kshs.1,598,407.00) during the financial year

2013 12014.

A6,t o, *" f*^n^-, of he Repod oJ the Audtor-Generul on the Financial Statements lor lhe Notonal Oovemdeht for the ,
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Submission by Accounting 0fficer
The accounthg officer submitted that it was true that the statement of receipts and payments for
the Ministry reflects total revenue of Kshs. r 3,650,0gg,000.00 for the year ended lo,hlune zots
out of which revenue balance of Kshs.767,091,000.00 was revenue co[ected as appropriation in
aid from visas, other consular fees and rental income at various missions and embassies abroad

That it was true that the actual revenue records reviewed from selected missions/embassies
revealed that revenue collected during the financial year 2014/2015 was Kshs.20l, 445,51 I .00
(and not Kshs.285, 533,779.00 as reported by the auditors) while the actual revenue reported in
the financial statements (in respect of the same missions) was Kshs.2l4, 505,543.00 resulting in
a diflerence of Kshs.l3, 060,032.00. The variation between the revenue figures as reported by
the auditors and the ones declared by the various missions is attributed to the following factors:-

r Included a number of receipts that arc not appropriation in aid e.g East African
Tourist Visa fees, which are collected and accounted for separately.

o Incorporated gross rental income without deducting applicable refunds.
r Included proceeds from disposal of assets which were directly ploughed back in

replacement of the same assets without recording them as appropriation in aid.
It should be noted further that the difference between the actual revenue declared by the missions
of Ksh.201,445,51 1 .00 and the actual reported in the financial statement of rsh.zl+,sos,s+:.0o
is attributed to reporting timing differences for funds and supporting documents on transit and to
capturing / casting errors during the preparation of financial statements. The Ministry has
reconciled these differences and availed the same together with explanations for the variations in
the revenue collections to the audit team.

The ministry will be correcting these errors through prior year adjustments to be made during the
preparation of the 2016/2017 financial year statements.

Further, as indicated in the audit report, diligence check on four missions during the 2or3r2o14
financial year revealed disparities between revenue collected and revenue."po.t"d in financial
statement amounting to Ksh. 137,71g,519.00 detaits of which are indicated in the table below.
Difference of revenue 2013/2014

Mission Actual collection Financial
2013fi4

stateme nt Difference

London 19t,6|,620 t09,242,608 82,369,012

Rome 62,115,905 14,681,390 47,434,515

Addis Ababa I 1,91 8,1 32 s,601 ,548 6,3 16,584

T
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Washinglon Dc 172,449,710 I 70,851,303 1,598,407

Difference Ksh 137,718,518

As explained above the differences relates to the factors identified above and will be addressed

through prior year adjustments to be made during the preparatioll of lhe 201612017 financial year

statements.

Committee Observations and Findings

i. The variances in the various categories of revenues collected were eventually

reconciled and shared with the Auditor General.

ii. The Committee marked the matter as resolved.

Committee Recommendation

Accounting oflicers must at all times ensure that any variances captured in financial

statements are reconciled promptly.

93.2 Unauthorized refund of Appropriations-In-Aid

Although revenue records maintained at the Kenya Embassy in Pretoria revealed that revenue

from visa fee amounting to Kshs. I , 041,637 .50 was refunded to the applicants, there is no

original receipt to confirm that Kshs.l, 041,637.50 was refrrnded to one hundred and forty one

(141) applicants.

In addition, visa fees are not refundable; therefore, the Ministry should explain the basis for the

refund if it was not fraudulent.

Submission by Accounting Ollicer

The Accounting Officer submitted that it was true that the records maintained at the Kenya

Embassy in Pretoria revealed that revenue collected as consular service charge (and not Visa fee)

amounting to Kshs.1,041,637.50 during 2014/2015 financial year was refunded to the applicants.

The Kenya government vide letter Reference MFA.PRO.7/I5/1^/OL.l/ (202) dated 9s June

2014 introduced a consular service charge for South African ordinary passport holders travelling

to or transiting through Kenya at a rate of R750, in keeping with the principle of Reciprocity'

This charge was to be applied effective from 1" July 2014 but was postponed to take effect from

lstSeprember, 2014 vide lener Ref. No. MFA.PRO.7 l15l1NOL.1l (286) dated 1"July 2014.

The consular processing fee was collected for three days from l2th to l4mAugust, 2014, to

prepare in advance for those who wanted to travel to Kenya from l" of September 2014.

The consular processing fee was, however, suspended before the due date of implementation

vide letter Reference MFA.PRO.7/15/1^/OL.11 dated 12ft August, 2014. The applicants,

:t111|l=t::!!ffi
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therefore, requested for refund of the processing fee already paid. The applicants were then
allowed to retrieve their passports and the processing fees and were made to sign a register (see
copy of register attached).

It should be noted further that: -

o No visa sticker had been affixed on the passports as the fee was a consular processing
service charge and not for visa processing.

r The High Commissioner authorized refi:nd of the monies.

o All applicants retumed the original receipts issued for cancellation.

93.3 Loss of Visa Stickers

Examination of counter Requisition and Issue Voucher No. 6glg954 dated l3s February 2015
shows that 5,000 single joumey visa stickers were issued to the Kenya Embassy in washington
DC while verification at the Embassy on 11s September 2015 revealed tnat :,ooo single joumey
visa stickers were received by the mission resulting in an unexplained loss of 2000 single
joumey visa stickers.

In this circumstance, it is not possible to confirm that 2,000 single joumey visa stickers were
lawfully used as required by Article 229 (6) of the Constitution.

Submission by Accounting Olficer

The accounting officer submitted that it was true that as per counter requisition and issue
voucher no 6818954 dated l3thFebruary, 2015, 5000 single journey visa stickers were issued tothe Kenya Embassy in Washington DC in response to their requisition Ref. No.
KEWT'IN/I8/VOL.2 dated 6th February 2015.

The mission vide lener Ref. No. KEwFIN/Ig/voL.2 dated 25s February,2015 acknowledged
receipt of the 5000 single joumey visa stickers, the same number that was issued to them. copies
of their requisition letter, dispatch letter and duly signed sl I (counter Issue Receipt voucher)
number 6818954 are hereby attached.

The mission has further provided evidence showing that out of the 5000 visa stickers issued to
them,2000 stickers were issued to New York Consular ofiice while the balance of 3000 stickers
were used at the Washington DC Embassy.

The above facts and supporting documents have been availed for audit review.

Committee Observations and Findings

Documentation on the total number ofvisa stickers issued to the foreign missions was produced
and reconciliation eventually done with the Auditor General.

Rcport on the Exoninattoa ol ip Reoort ,n
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Committee Recommendation

Accounting Officers must at all times ensure that any variances captured in financial statements

are reconciled promptly.

93.4 Accuracy of Revenue Collected in Foreign Missions/Embassies

Examination of Estimates of Revenue, Grants and Loans of the Govemment of Kenya for the

year ended 30 June 2015 is in item 1420225 that Immigration Visas and Other Consular Fees are

Revenue Items and not Appropriations-ln-Aid asprinted in the Estimates and Reported in

Financiat Statements of the Ministry of Foreign Affairs and Intemational Trade.

Although the Ministry explains that collected Revenue is used at source on the understanding

that budgeted funds issued considers Revenue already utilized, there is no policy document

availed that exempts the Ministry from use of controls developed by the National Treasury.

In addition, audit ol the Ministry's Headquarter and a selected sample of foreign

missions/embassies show that Counter Receipt Book Register (CBRB) is not updated contrary to

section ll8 (2) of the Public Finance Management Regulations (2015). Consequently, the

accuracy and completeness of Revenue reported in the Financial Statements could not be

confirmed.

Submission by Accounting Olficer

The Accounting Officer admitted that it was true the ministry uses the oflicial Government

financial statistical codes (the official accounting and budgeting codes - 1400000 series) to

capture the planned AppropriationsJn-Aid- A.l.A collections in the budget. Under this

classification the immigration visas and other consular fees were budgeted as A.l.A and are

covered under code (ltem) 1420322 in the ministry's budget.

He also submitted that the ministry collected and used the A.l.A at source. This is because A.l.A

according to the government financial regulations and procedures (Section 6.3) are a particular

classis of revenue which the National Treasury authorizes an accounting officer to use in

addition to the amounts to be used from the exchequer to meet expenditue. In light of this

therefore, the missions collect and utilize the A.l.A within their budget to meet expenditure in

addition to the exchequer issues.

He added that the National Treasury has since introduced the e-citizen platform for managing

immigration visas and other consular services. Under this platform, funds collected under

immigration visas, other consular fees and specific taxes in the missions are remitted direct to the

exchequer account and the Treasury provides exchequer funding equivalent to the $oss total of

the ministry's budget. The ministry, however, still generates Appropriations-ln-Aid from other

classes such as rental income and disposal of assets, which are still budgeted for and used to

supplement the exchequer funding from the National Treasury.

Further, he stated that it was true at the time of audit review there was a backlog on some

Counter receipt book registers which were yet to be updated at tE .rnttt y_!"u99]4".t -d
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missions. The ministry has since updated these registers and has availed the same for audit
review Appendix 93.4:2014/2015. For the future however, the ministry was implementing the
following interventions as a way of ensuring accurate records are maintained and proper
accountability of accountable records issued:

t Digitalization of accountable documents to minimize need for maaual interventions.
o Engage the National rreasury to establish modalities of rolling out vote Book

Management IT system to be uploaded onto the IFMIS system.

Committee Observations and Findings

i. The committee obsened that there wrs no clear mechanism for collection of and
accounting for revenue in foreign missions at the time of audit.

ii' The heads of mission did not submit information on time and therefore the matter
was raised as an audit query.

iii. The Ministry has since adopted digitat technology to improve the process.

Committee Recommendations

i. The AIE holders (Heads of Mission) must, at a[ times, ensure that they submit on a
timely basis all information required as per the Auditor GeneraPs management
letters to forestall audit queries.

ii. The committee recommends that the Nationar rreasury formaly appoints a
receiver of revenue at the ministry to deal with revenue conected from foreign
missions/ embassies.

94. Foreign Exchange Losses/Gains

Records made available for audit in selected Foreign Missions/Embassies indicate that exchange
loss arising from fluctuation of the Kenya Shilling against other hard currencies was Kshs.l09,
217,653.30 while exchange gain was Kshs.27, 925,602.60. These losses and gains have not been
disclosed in the financial statements for the year ZOl4 /2015.

Further, examination of these records revealed that these losses arose from the fixing of
exchange rate by the Ministry of Foreign Affairs through letters Refi MFA.FIN 2/16 dated l1
Februarv 2013 and MFA 501/rlN 2116 d,ated 6 August 2015 instead of using the prevailing
market exchange rates resulting in underfunding the budget of foreign Missions and Embassies
by the similar amount purported to be losses.

No reason has been given for the basis of fixing this rate that denies foreign Mission / Embassies
firnding already approved by National Assembly, a factor that could contribute to irregular use of
Revenue and unauthorized Reallocations.

In addition, the same rate has been used to misrepresent the actual value of Revenue collected in
foreign currency.

Repod on the Examination
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Submission by Accounting Officer

The Accounting Officer submitted that the foreiga exchange losses/ gains were not disclosed

because the template provided by Accounting Standards Board did not have the provision for

separate disclosure of these items.

She added that the fixing offoreign exchange rates was done for the following key objectives;

o Enable the ministry to maintain a unified and standard Kenya currency-based accounting

system for both the head oflice and the missions;

o To match funds availed to missions with the approved budget and hence avoid over/under

expenditures that would be occasioned by use ofthe various foreign currencies.

Moreover, it was not the fixing of the rates but the financial environment that resulted in forex

losses. The ministry was engaging Treasury to re-introduce a foreign exchange assumption

allocation fund to cushion against forex fluctuations.

Committee Observations and Findings

The public may lose money on foreign exchange rate fluctuations due the practice ofenforcing a

fixed forex rate in foreign Embassies tkoughout the year.

Committee Recommendations

i. The National Treasury must develop and operationalize a policy framework to

resolve the issue of Foreign Exchange LossiGains

ii. There is need for the National Treasury to provide a template for reporting offorex

gains and losses and consider the re-introduction of the forex assumption allocation

fund so as to solve the matter.

iii. The Ministry should consider reverting to the quarterly fixed forex rate use in

foreign embassies.

95. Purchase of OIIice Property in Kampala

95,1 Advertisement

The Ministry of Foreign Affairs and Intemational Trade advertised for the purchase of Office

Property in Kampala Uganda in a local daily newspaper and that interested vendors were invited

thrbugh advertisement in the local print media on 30sSeptember, 2014, and an addendum in the

local press on 23rd October 2014 varied the tender opening date to 76 November 2014. (See copy

of advert).

Submission by Accounting Officer

The accounting offrcer admitted that it was true that interested vendors were invited tkough

advertisement in the local print media on 30sSeptember, 2014, and an addendum in the local

press on 23'd October 2014 varied the tender opening date to 7d November 2014.

Peporl on th. E anination oflhe RaN ofthe Auditorceneral on the Finoncial State entslot the Naliona
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95.2 Appointment of TechnicaU Tender processing Committee
The Ministry then appointed a technical team tasked to initiate the process of ,,procurement of
Chancery Building at Kampala,, whose professions include:

(i) Procurement Expert

(ii) Structural Engineer

(iii) Architect

(iv) Valuer

(v) Asset Management Expert

(vi) Finance Expert

(vii) High Commissioner to Kampala

Submission by Accounting Officer

A Tender Processing Committee (comprising officers from MFA&IT Headquarters, the Mission,
and rechnical officer from the Ministry of Lands, Housing and urban Development) was
constituted to process the tender.

The committee comprised the following: -

l. Amb. R.M.Ngesu KHC Kampala Chairman

2. Mr. Kiama Njoroge KHC Kampala Member

3. Mr. James Nderitu KHC Kampala Member

4. Mr. Alex Kyatha KHC Kampala Member

5. Dr. Margaret Gachuru Assets Member

6. Eng. B. N. Mwangi Min of land, HUD Member

7. Arch. S. M. Ndiritu Min of land, HUD Member

8. Mr. Festus Wangwe CppMD Member

9. Mr. R. Osienya Supply Chain Mgmt. Secretary

95.3 Characteristics of property Required

The characteristics of the required property defined in the advertisement were confirmed by the
technical team as follows:

i) Location - The property shouid be located in Kololo

ii) Size of the Plot - The property should be a minimum ofhalf(l/2) an acre or above.

iii) Accommodation - The building should at least be double storied with a minimum plinth area
of900 square metres.

ReN oh the Exnmnation oJ the Repod ofthe
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iv) External Facilities - should include guard house, parking area etcor adequate space to

accommodate them.

v) services - the property should be well serviced with infrastructural facilities.

Submission by Accounting Officer

The prefened property was required to have the following characteristics: -

a. Be within Kololo neighborhood which is the preferred area for Missions and diplomats'

residences.

b. Be on minimum half acre Plot.

c. Built up area of a minimum of 900 square metres.

d. To have extemal facilities such as guard house, parking and extemal washrooms. Ifthese

were not available the property to have space for their construction'

e. The property to be well serviced by roads, connected to water and electricity.

95.4 Opening of Bids

Twelve ( 12) bidders responded and their bids were opened on 7 November 2014, after which the

Technical/Tender Processing Committee disqualified five (5) bids on technical grounds.

The remaining seven (7) bids were further subjected to a financial evaluation which was carried

out on 21 November 2014 and ranked as follows: -

Description Bid price (USD)

I Lowest qualifying responsive bid 2,s00,000

2 Second lowest qualifying responsive bid 3,620,000

-1
3,650,000

I Fourth lowest qualifying responsive bid 3,850,000

) Fifth lowest qualifying responsive bid 3,9s0,000

6// Sixth lowest qualiffing responsive bid 5,500,000

Year ended 30' Jure 20 I 5
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7 Seventh lowest qualilying responsive bid 6,500,000

However, the bidder ranked number 6 was later disqualified since the property required re-
development.

The Technical/ Tender Processing committee recommended that the lowest bidder be awarded
the contract at a price ofusD 2,500,000 after confirmation of the folrowing;
(i) Validation by a competent valuer familiar with local property market;
(ii) Due diligence and conveyance to precede payment to the bidder
(iii) If due diligence of the property is found unsuitable consideration be given to other fiveproperties in order of bid price.

Submission by Accounting Officer

The accounting officer admitted that it was true that twelve bidders responded and their bidswere opened on 7fi November,2014 after which they were subjected to a technical evaruation
process. Five were disqualified on technical grounds.

The remaining seven were subjected to financiar evaluation - the sixth bidder, however, was
disqualified since the property required redevelopment.

95.5 Award of Purchase Tender

In response to the draft audit repo( additional information was made available as folrows: _

(i)A letter from the Ministry to principar secretary, Ministry of Lands, and Ref: MFA.HSE
9/3 I A dated 3 l December 2014 requesting for a nomination of a varuer to provide an opinion ofthe likely current market price of the property. However, the Ministry of Lands nominat"d abuilding Surveyor instead.

(ii) Tender Processing committee (Tpc)'s basis for use of a percentage (percent) variance
between the bid price and valuation price to rank the bids for award. The Committee further
explained that value for money is best achieved where there is least variance between bid price
and valuation price.

(iii) Minute number MFA,/MTCr02o/20r4-2015 for the Ministerial render committee (MTC),s
meeting held on 20 February 20r5 which approved that the sixth bid valued at usD 6,500,000 is
the highest value for money for the purposes ofpurchasing the building.
The Ministerial render comminee at its meeting no. MFA rrMTc/ozol2ol4-20r5 held on 196
February, 2015 deliberated and awarded the contract to Sung Hwan Kim of p.o Box 762g

Repo4 on the E amirution olthc Rzmrr of
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Kampala for the sale of Plot No.8 Elgon Road, Kololo Kampala (including all development

thereon) at a price ofkshs.594,667,125.00 (USD 6,500'000.00)'

Submission by Accounting Oflicer

The Ministerial Tender Committee at its meeting no. MFA&ITMTC|020|2014-2015 held on

l9n February, 2015 deliberated and awarded the contract to Sung Hwan Kim of P.O Box 7528

Kampala lor the sale of Plot No.8 Elgon Road, Kololo Kampala (including all development

thereon) at a price ofkshs.594,667,125.00 (USD 6,500,000'00)'

95.6 Audit Observations

Whereas the expenditure of USD 6,500,000 was sanctioned at the Ministerial level, it is noted

that the originally intended procurement plan was not adhered to'

The Accounting Oflicer submitted as follows:

r The Ministry adhered to the procurement plan since Treasury had granted permission for

re-allocation to include purchase of chancery building in Kampala at Kshs. 594 million.

She submiued the documentary evidence.

o The accepted bid of USD. 6.5 million provided for the highest value for money under

various parameters of location, land size, size of building and rental income

approximated at Kshs. l5 million. It also had room for six residential houses for embassy

staff

The committee firther heard from the auditors that they had indeed visited the purchased

property and were satisfied with it.

Further Submission by the Accounting Officer

The accounting officer admitted that it was true that the expenditure of USD 6,500,000 was

sanctioned at the Ministerial leveland the ministry proceeded to procure the property on the

following grounds: -

Planning for the Procurement

a. The Ministry had for several years been planning purchase of diplomatic property in

Kampala but experienced challenges of budgetary allocation. During FY 201412015' the

Ministry was allocated Ksh. l.l5 biltion for development projects, but this did not

provide for purchase of a Chaacery in Kampala'

b. The Ministry's Development Committee held a meeting on l3s July 2014 to discuss the

Development Budget allocation for the Financial Year and realigned it in accordance

with the Ministry's priorities. This meeting decided that purchase of a chancery in

Kampalawasapriority,andtentativelyproposedanestimatedbudgetofKsh.450.0
million.

I'ear endzd 3d' June 2015



c' A market survey was carried out in August 2014, aimed at establishing the kind ofproperties available in Kampala and as such deriving criteria for ilentifuing an
appropriate chancery for the Mission (see copy of market survey report marked as Annex
95 B)' subsequently, the Ministry requested approval from The Nationar rreasury for
budget rea ocation to take care of the pro.*",,"n, of a chancery in Kampalq *t i"h *..granted (see attached copies of letter to, and response from The Nationar Treasury
marked as Annex 95 C & D respectively). The Ministry thereafter prepared an
addendum to the original procurement plan to include purchase of chancery in Kampala
at Ksh. 594.0 million (see copy ofAddendum marked as Annex 95 E).

Taking into consideration the above, it is considered that the Ministry adhered to the originally
intended procurement plan.

The procurement process

a' The Tender processing committee (TpC) had first recommended the property that had
the lowest bid price at USD 2.5 million, on the fo owing conditions:

i) Prior to the award, the bid be vaiidated by a Valuation Report from a competent valuer.
ii) That after Valuation has been carried, further due diligence be carried out,
iii) That conveyance be carried out

iv) That if after the due diligence the property is found unsuitable consideration be given to the
other properties.

b. on the recommendation of the Tender processing committee (Tpc) and the Ministerial
Tender committee' a varuation was carried out by a govemment Varuer (see copy of varuation
Reports marked as Annex 95 G). The valuation reports provided new additional information thatfacilitated the Tender processing committee to carry out a varue for money anarysis. In itsanalysis, the TPC acknowledged that the financial evaruation was based on u 

"orp*i.o, orproperties with different aggregates, and that the TpC lacked a singular form of data which could
be relied upon to weigh or compare the bids on the following;

' Difference in sizes of land,

' Differences in size ofbuilt up area,

. Conditions of the buildings.

c' This further analysis that was informed by the Valuation Report determined that the bid forPlot No. 8 Elgon Road, Kololo, for the tender amo,nt ofuSD 6,500,000 had the highest value
for money.

d The Table below provides a comparison ofthe various parameters contributing to the valueof the properties:
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Plot No. 8 Elgon Tenace PIot 208 Kawalya

Kaggwa Close

Location Kololo

Size of land (acres) 1.065 0.6

Size of buitding (sq.ft) 25,944 10,007

Rental income (Annual) Nit

e. From the Table, it is apparent that the property that was procured offers the following

advantages:

i. It is located in Kololo as per the requirements in the Terms of Reference,

ii. The plot is almost twice as large, and this provides room for future expansion,

iii. The building is twice as large which offers flexibility and room for expansion,

iv. The property generates rental income of about Ksh. 15.0 million per year, which is

almost adequate to pay rent for all the home-based officers.

The property is about 25,944 square feet in area and sits on 1.065 acre plot. cunently, the

property houses the Chancery, therefore achieving savings ofUSD 17,000 per year in rent that

was previously paid for rental accommodation. In addition, the property is generating

approximately Ksh. 15.0 million per year A.l.A from rental of the extra six apartments. The

attributes ofthe property and income generation capacity clearly demonstrate the TPCs rationale

for the choice.

Committee Observations and Findings

i. The Accounting oflicer duly sought authority from the National Treasury for re-

allocation of funds within the Ministry budget to cater for the purchase of the oflice

buitding in Kampala vide letter REF. No. MFA'FIN 2/30 dated l2th March 2015'

ii. The National Treasury vide letter dated l0rh April 2015 did grant the Ministry of

Foreign Affairs the authority to re-allocate the funds as sought in (1) above'

RepollonlheExafiinationo1theRepo,to1*eA,dltir-oenerotontheFinan,,otsa,"*@
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iii' The Auditor-Generar, upon inspection and evaruation of the Kampara property, was
satisfied that varue for money had been obtained but questioned adh.."o." to
procurement plan,

iv' It is, however, crear from the documents submitted that the procurement pran was
varied with the express approvar of the National rreasury, The committee marked
the matter as resolved.

v' The Technicau render processing committee disquarified the bid of usD 5.5
million on the basis that the property required further deveropment and set ed on
the bid of USD 6.5 miflion on the basis that it provided the highest varue for money
when all parameters were considered.

Committee Recommendation

The Ministry shourd deverop a poricy with crear criteria for future procurement and
management of office space for foreign missions whilst paying attention to the embassies,
strategic significance and cost considerations.

96. Cash and Cash Equivalents

96.1 Understatement of Cash balance

A further examination of these balances reveals understatement and overstatement of Kshs.672,
027 

'243.00 and Kshs.21, 808,573.00 respectively from various Missions and Embassies.
In view of these inaccuracies, it is not possible to confirm the correctness of cash and cash
equivalents balance of Kshs.l, 228,765,000.00 reflected in the financial statements for 2014 I
201 5 financial year.

Submission by the Accounting Officer

The accounting officer admitted that it was true that the cashbook balances reveal overstatement
totaling Ksh 21,808,573.00 and understatement amounting to Ksh. 672,027,243.00. Further
examination of cash book revealed overstatement amounting to Ksh. g,723,634.00 and
understatement of Ksh 68,982,43 9.00.

It was also true that as at 3OsJune,2015 the cashbook balances reflected in the financial
statements differed from the actual balances in the cash books of various missions as evidenced
by the balances reflected in the board of survey reports; giving rise to overstatements r
Kshs 8, 723,634 and understatemenrs amounting to Kshs.69, 714,752 aso".,r-," ,"rr"aurJ[li,l! I
table enclosed in the appendix under reference below.

These figures have since been reconciled and the reconciliation statements availed for audit
review. The Ministry's financiar statements wilr consequently be amended during the preparation
of the 201612017 financial year's accounts and wi be availed for audit review.

Report on the Eramhatton o! thc Repo of ttp ludt
Yeat ended 3d" June 20tS

lot-Ceneral on the Fhancnl Statemen ts Jot the National Covernment lor the



Committee Observation and Finding

Discrepancies in cash book balances in the financial statement were eventuall)' reconciled

and shared with the Auditor-General. The matter was marked as resolved'

Committee Recommendations

Accounting Oflicers must at all times ensure that any variances captured in financial

statements are reconciled promptly.

96.2 Unauthorized/Dormant Bank Accounts

Audit of financial records maintained at the Kenya Embassy Berlin has revealed that the

Embassy operates three (3) fixed deposit bank accounts with a combined accounl balance of

Kshs.3 8,817,092.00 as follows: -

Although the purpose and the nature of transactions relating to these accounts have not been

explained, the Ministry has explained that the former Financial Attache' disappeared with crucial

financial records.

Submission by Accounting Officer

The accounting officer admitted that the Kenyan mission in Berlin operated 3 accounts detailed

in the table betow, which have remained dormant for some years now: -

A/C NO. A/C Type Balance
(EUROS)

Balance (KSHS.) I
Euro=l17.50 Kshs.

Source
Funding

of

Current 90,358.23 10,670,092

026601401I Deposit 140,000 16,450,000 Development

026601401 3 Deposit 100,000

TE;FTIii
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A/C NO. Amount (Euro) Amount (Kshs.) @117.50

266014001 90.358.23 10,617,092.00

140,000.00 16,450,000.00

2660140013 l 1,750,000.00

Total 330,358.23 38,817,092.00

0266014001 Development

11,750,000 Recurrent

2660140011

100,000.00



'I'OTAL
330,358.23 38,8I7,092

20t2t2013 22,585,372.00

o The current Account No. 0266014001 was opened as speciar purpose account for
processing and handling project monies during the construction of the Mission,s official
residence. Now that the construction was finalized the account remained dormant
awaiting the next construction project. The account has outlived its original purpose and
has been recommended for closure. The ministry is awaiting implementation oi u ,.pon
Iiom an inspection recently conducted on this mission before the Account closure is
done.

o The otler 2 accounts (0266014001r and 02660140013) were opened/operated as deposit
accounts. These accounts remained dormant when the signatory Financial Attache
deserted duty and left office without handing over these accounts to the new Financial
Attache. These accounts have arso outlived their original purpose and have been
recommended for closure.

o Disciplinary action has been taken against the officer who un-proceduralry
opened/operated these accounts and who, thereafter, absconded duty resulting in loss of
crucial financial documents. The officer has since been dismissed from service.

Committee Observations and Findings

i' Disciplinary action was taken against the officer who unproceduralry opened and/or
operated the said accounts and thereafter, absconded duty resurting in ross of
crucial fi nancial documents.

ii' The officer has since been dismissed from service. This was commendabre.
Committee Recommendation

The Directorate of criminar Investigations (DCI) shourd move with speed and carry out
investigations on the officer who opened and/or operated the said accounts and eventuany
absconded duty with a view to mounting prosecution, if evidence allows.
96.3 0utstanding Imprest

The financial statements for the year ended 30 June 2015 show that temporary and standing
Imprests totaling Kshs.37 ,737,301.50 and Kshs.269,320.00respectivery *hi"h ought to hur.
been surrendered or otherwise accounted for,on or before 30 June 2015 were still ouistanding as
at that date.

Analysis of the outstanding imprest shows that outstanding imprest is a cornmon trend in the
Ministry's financial statement as follows:

Financial Year Amounts (Kshs)
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2013/2014 577 ,201.00

2014/2015 14,844,047.00

Although it is a requirement that imprest holders should account or surrender iraprest within

seven (7) working days after return to duty station, the Ministry has not explained reasons for

long outstanding imprests.

In addition, the accounting officer has not recovered the outstanding imprest from the defaulting

officer's salary *,ith an interest; therefore. the Accounting Officer isin breach ofthe regulations

on imprests.

Submission by Accounting Officer

The accounting officer admitted that it was true that as at the closure of the financial year under

review tlre ministry's temporary and standing imprests stood at Kshs.14, 582,027.40 and Kshs.

262,020.00 respectively. These balances have since been recovered and/or accounted for leaving

a balance of Kshs.333, 565.20for temporary aad Kshs.41,154.00 for standing imprests as at

l06February, 2017.

The ministry is continuing to implement the following interventions with a view to managing the

imprests: -

I . MontHy recoveries of the amounts un-surrendered by the defaulters.

2. Writing to ministries and other govemment agencies to deduct and remit the funds for

transferred officers.

3. Seeking National Treasury's authority to write off the un-surrendered amounts for the

deceased officers and where the administrators of their estates are not able to service the

imprests.

4. Liaising with the Attomey General to institute legal redress against defaulters who have

exited service with un-surrendered imprests.

5, The ministry has implemented the provisions of the Public Financial Management (PFM)

Act requiring interest charge on imprests as a further deterrent factor.

Committee Observations and Findings

Tbe Committee noted with satisfaction that the Accounting Officer:

i, Had undertaken monthly recovery of un-surrendered imprestsfrom the

defaulters,

ii. Had wriften to Ministries and other government agencies to deduct and remit

the funds for transferred officers.
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iii. Had sought the Nationar rreasury's authority to write off the un-surrendered
amounts in reration to deceased officers and where the administrators of their
estates are not able to serwice the imprests.

iv' Had instructed the Attorney General to institute legal action against defaulters
who have exited service with un_surrendered imprests.

Committee Recommendation

Accounting oflicers must, at a[ times, ensure that the rures and guidelines governing the
management of imprest are implemented to the letter.

96.4 Bank Reconciliation Statements

I Examination of the Agency bank statement at the Kenya Embassy in pretoria for the
month of May 20r 5, revealed that deposits of Kshs.3 1,8 r 7,74g.20 (R 3,230,228.24), were
received in the bank account but were neither posted in the cash book nor reflected in the
bank reconciliation statement.

2. Examination of the Recurrent Account Reconciliation statement for the month of May
2015 revealed that payments in bank statement not in cashbook amounting to Kshs.r0,
096,743.90 (R 1, 025,050.14) included in that month,s reconciliation statement were
excluded from the month of June 2015 reconciriation statement. No documentary
evidence was provided to support the clearance or exclusion of the balances from the
June 201 5 reconciliation statement.

3. The Bank Reconciliation statements for the mission for both Recurent and Agency
Accounts for the month of June 2015 revealed long outstanding reconciling items
amounting to Kshs.54, 442,964.09 which have not been creared. As a result, the accuracy
ofthe bank reconciliation statements as at 30 June 20r 5 could not be ascertained.

Submission by Accounting Officer

The accounting officer admitted that it was true that during the audit exercise the Kenyan
embassy in Pretoria had a backlog on their bank reconciliation statements as this coincided with
the period of new postings to the station. The reconciliation statements were later updated and
availed for audit review.

Committee Observations and Findings

i. The Auditor Generar had submitted that the matter had been resorved as
reconciliations had been done.

ii. The Committee marked the matter as resolved.

Report oh ke E zmuotion of rhe Bzpot olltv
Year .ndzd id' June 20 t 5

,ludttorGeneral on the Ffianc ial Stat.nznts lor th. Natiotutl Goeemmeht ior the



6.0. ]\{INISTRY OF HEALTH

FINANCIAL STATET{ENTS FOR VOTE IO8

Mr. Peter Tum the Accounting Officer for Vote 108, the Ministry of Health accompanied

by Mr. Kilu A.M; DCHAO, Dr. Izau Odongo; DDMS, Mr. Moranga Morekwa; Under

Secretary, Mr. Peter Odundo; Senior Chief Finance Officer, Dr. Joseph M. Kiraita;
DHAU, M.r Manase Bocha; CCO, Mr. Joel K. Sego; Chief Accountant, Mr. Richard

Yator; CSCMO, Mr. Kamau Maina; Community Officer appeared before the Committee

on 28th June 2018 to adduce evidence on the audited Finsncial Statements of Vote 108 the

Ministr"v of Health for the FinancialYear 201412015. Minutes of the Committee's sittings

and the submissions tabled by the Accounting OIIicer are annexed to this report.

Basis for Qualified Opinion

97. Casb and Cash Equivalents

97.1 Un-surrendered Old Deposit Balances from Former Ministries

Included in the statement of financial assets as at 30 June 2015 is cash and cash equivalents

amount of Kshs.93,169,865.50 out of which a deposit amount of Kshs.9,662,670.95 had no

supportive documentary evidence. In the absence of supporting documents, the accuracy and

validity of the deposits' balance could not be confrrmed. Further information revealed that

deposits totating Kshs.l0 , 956,114,681 that were held in former Ministries of Medical Services

and Ministry of Public Health and Sanitation (which merged to form Ministry of Health) were

never transferred to the new deposit account contrary to Treasury Circular

No.AG/CONF.1 7101165 dated September,20l3 which required deposits in former Ministries to

be analysed and transferred to new accounts.

Submission by Accounting OIficer

The Accounting Officer admitted thatit was true that included in the statement of financial assets

as ar 30 June 2015 is cash and cash equivalent amount of Kshs.93,169,865.50 out of which a

deposit amount of Kshs.9,662,670.95 had no documentary evidence at the time of review. The

Ministry has since analyzed and reconciled the two books of accounts; and we wish to report that

the actual balance in the books is Ksh.44,484,475.75 as per attached statement of accounts and

the same have been submifted to The National Treasury for concurrence and subsequent

clearance by the Office ofthe Auditor General.

It was also true that an amount of kshs.lo, 956,114,687 is accumulated balances of former

Ministries of Medical Services and Public Health and Sanitation that is still outstanding. The

unsurrendered deposit balances relates to old balances of the former Ministries of Public Health

and Sanitation and Medical Services respectively. The Ministry has since analyzed and

reconciled the two books of accounts and submitted the same to the offrce of the Auditor General

for clearance,

Repo on the Examnatton o/ the Repoa o/ he Audtor-Ceh?ral on the Ftnan(ol Statensntslor the Natrcnal Aovernment Jot the

Year ended 3d' Jwe 20 t5



Committee Observations and Findings

i. The unsurrendered deposit barances of kshs.l0, gs6,tr4,6gi rerates to ord
balances of the former Ministries of pubric Hearth and sanitation and Medicar
Services respectivery. The Ministry has since anaryzed and reconc ed the two
books of accounts and submitted the same to the office of the Auditor Generar
for clearance.

ii. The Committee marked the matter as resolved.

Committee Recommendation

Accounting officers must at all times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within three months
after the end of each financiar year punuant to the provisions of section g1(3) of the pubric
Finance Managcment Ac! 2012.

97.2 Bank Reconciliation - Deposit Account

The bank reconciliation statement for the deposit cash book as at 30 June 2015 reflects paymenrs
in cash book not recorded in the bank statement totaling Kshs.3, 239,g40.34 which include an
amount ofKshs.796, 853.80 in respect of stale cheques. No reason has been given for failure to
replace the cheques or have them credited back in the cash book. The statement also reflects
receipts in the bank statement not recorded in the cash book totaling Kshs.l4, 259,210.45 out of
which an amount of Kshs.38, 176 has been outstanding for more than six months. No reason has
been given for delay in entering the amount in the cash book. The statement further reflects
payments in bank statement not in cash book totaling Kshs.3, 0gg,959.25 out of which Kshs.2,
160,701 has been outstanding for more than six months. No reason has been provided for the
delay in recording these payments in the cash book. Also the statement reflects receipts of
Kshs.2, 424,362.64 in the cash book but not recorded in the bank statement. As in the previous
instance, no explanation has been given for the inordinate delay.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the bank reconciliation statement for the
deposit cash book as at 30 June 2015 reflected payments in cash book not in the ban-k statement
totaling Kshs.3, 239,s40.34 which included an amount of Kshs.796, g53.g0 in respect of stale
cheques. Further, the statement also reflected receipts in the banl< statement not recorded in the
cash book totaling Kshs.l4 ,259,210.45 out of which an arnount of Kshs.3g,176.00 has been
outstanding for more than six months. The statement further reflects payments in bank statement
not in cash book totaring to Kshs.3, 0gg,959.25 out of which Kshs.2, 160,70r has been
outstanding for more than six months.

Also the statement reflects receipts of Kshs.2, 424,362.64 in the cash book but not recorded in
the bank statement.

Report on thc Exa,nnatton ol the Report oJ thc Aud ot-Genzrul
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The Depanment reported that an amount of Ksh.796, 853.80 in respect of stale cheques were

reversed in the cashbook and the balance of Ksh.2, U2,986.84 was cleared by the bank in the

montlr of July 2015.

All receipts in bank statements not recorded in cash book of Kshsl4, 259.210.45 were

recognized in the cashbook and bank balances adjusted for the year ended 30rh June 2015.

Receipts in cash book of Kshs.2,424,362.64 nol in bank statements refers to Cheques deposited

at the end of the financial year which had not cleared in the Bank statement at the time of closing

the financial year. I wish to report that these uncleared cheques were fully reconciled in the

subsequent month of July 201 5.

Committee Observations and Findings

i. The explanation by the Accounting OIIicer that receipts in cash book of

l*hs.2,424,362.64 not in bank statements refers to Cheques deposited at the end of

the financial year which had not cleared in the Bank statement at the time of closing

the financial year and were fully reconciled in the subsequent month of July 2015

was sulficient.

ii. The Committee marked the matter as resolved.

Committee Recommendations

i. The Accounting Officer during the period under review, Dr. Kahdijah Kassachom,

shoutd be reprimanded for failure to record in cash book receipts worth Kshsl4'

259,210.45 pursuant to the provisions of section 7 A@)@) of the Public Finance

Management Act,2012.

ii. Accounting ollicers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to the Auditor General within

threemonthsaftertheendofeachfinancialyear punuant to the pmvisions of section 81(3) of

the Public Finance Management Ac! 2012.

97.3 Bank Reconciliation - Recurrent Account

The bank reconciliation statement for the recurrent cash book as at 30 June 2015 reflects

payments in cash book not recorded in the bank statement (unpresented cheques) totaling

Kshs.589,908,796 which include stale cheques amounting to Kshs.226,185,755.23. No reason

has been given for failure to replace or reverse them in the cash book. The statement also reflects

receipts in the bank statement not recorded in the cash book totaling Kshs.230, 952,169. I 5 out of

which Kshs.187,606,158 has been outstanding for more than six months. No reason has been

given for delay in updating the cash book. The statement also reflects Payments in bank

statement not in cash book totaling Kshs.75l , 403,494.35 out of which Kshs.547, 394,5 I I .13 has

been outstanding for more than six months. No reason has been provided for the delay in

recording these payments in the cash book. Also, the statement reflects receipts of Kshs.49,
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703'45078 in the cash book but not recorded in the bank statement. As in the previous instance,
no explanation has been given for the inordinate delay.

Submission by Accounting OIficer

The Accounting officer submiued thatit was true that bank reconciliation statement for the
Recurrent cash Book as at 30 June 2015 reflects payments in cash book not in the banr
statement (unpresented cheques) totaling Kshs.5 8 9,908,J96 which included uncleared effects
amounting to Kshs.226, I 85,755.23.

It was also true that the statement reflects receipts in the bank statement not recorded in the cash
book totaling Kshs.230,952,169. r 5 out of which kshs.1g7,606,75 g has been outstanding for more
than six months. The statement also reflects payments in bank slatement not in cash book
totaling to Kshs.751,403,494.35 out of which Kshs.547, 394,5r 1.13 has been outstanding for
more than six months. The statement further reflects receipts of Kshs .4g, 703,450.7g in the cash
book but not recorded in the bank statement.

Mr. chairman, the stale cheques amounting to Ksh 226,rgs,7s5.23 out of the totar payments in
cashbook not in Bank Statement of Ksh 5g9,90g,796 were reversed in the cashbook and the
cashbook balances adjusted accordingry. The remaining balance of Ksh 363,723,040.77 was
cleared in the month of July 2015.

Further, Ksh.230,952,169.r5 being the total amount of receipts in the Bank statement not in the
cashbook were determined and recognized in the cashbook as at 30 June 2015.

Additionally, payments in the Bank not in the cashbook totaling Ksh 751,403,494.35 were
posted in the cashbook as at 30th June 2015 thus correcting the anomaly.The Ksh.49, 703,450.7g
in the cashbook not in bank statement were cleared./reconciled in the month ofJuly 20r 5.

Committee Observations and Findings

i' Payments in the Bank not in the Cashbook totaring Kshs 75r,403,494.35 were posted
in the cashbook as at 30th June 2015 thus correcting the anomaly.

ii. The Kshs.49, 703,450.28 in the cashbook not in bank statement were
cleared/reconciled in the month of Juty 2015,

iii' The Accounting officer did not give an expranation for the inordinate deray for
submitting bank reconciliations.

iv. The Committee marked the matter as resolved.
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Committee llecommendations

i. The Accounting Officer during the period under review, Dr. Kahdijah Kassachom,

should be reprimanded for failure to record in cash book bank payments n'orth
Kshs 751,403,494.35 pursuant to the provisions of section 7 a($@) of the Public
Finance Management A ct,2012.

ii. Accounting oflicers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to the Auditor General within
threemonthsaftertheendofeachfinancialyear punuant to the pmvisiols of section 8l(3) of
the Public Finance Management Act, 2012.

97.4 Bank Reconciliation - Development Account

The banl< reconciliation statement for the development cash book as at 30 June,20l5 reflects

payments in cash book not recorded in the bank statement (unpresented cheques) totaling

Kshs.23l,361,480.77, which include stale cheques amounting to Kshs.l96,86 i,199.10. The

cheques have not, however, been replaced or reversed in the cash book and no reason has been

given for the anomaly.

The statement also reflects receipts in the bank statement not recorded in the cash book totaling

Kshs.l2, 201,878.40 out of which Kshs.1, 329,835.85 has been outstanding for more than six

months. No reason has been given for delay in updating the cash book.

The statement also reflects payments in bank statement not in cash book totaling Kshs.233.

066,610.58 out of which Kshs.228, 732,931.10 has been outstanding for more than six months.

No reason has been provided for the delay in recording these payments in the cash book.

Further, the statement reflects receipts of Kshs.5, 373,247.05 in the cash book but not recorded in

the bank statement. As in the previous instance, no explanation has been given for the inordinate

delay.

Consequently, the cash and cash equivalents balance ofKshs.93, 169,865.50 as at 30 June 2015

could not be confirmed.

Submission by Accounting Oflicer

The Accounting Officer submitted thatit was true that the bank reconciliation statement for the

development cash book as at 30 June 2015 reflects payments in cash book not in bank Statement

(unpresented cheques) totaling Kshs.23 1 , 361,480.77 comprising of uncleared effects amounting

to Kshs.l96, 861,199.10 which had not been replaced or reversed. The statement further reflects

receipts of kshs.12,201,878.40, included in this figure is an arnount of kshs.1,329,835.85

outstanding for more than six months as at 30th June 2015. The statement also reflects payments

in cash book amounting to kshs.233, 066,610.58, part of which kshs.228, 732,931.10 remain

outstanding for more than six months. In addition, the statement also reflects receipts of kshs.5,

373,247.05 in the cashbook not recorded in bank statement. The stale cheques in cashbook not in
the bank statement totaling Ksh.l96, 861,199.10 were reversed back into the cashbook as at 30rh
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June, 2015. The balance of Ksh.34, 500,281.67 represents uncleared effects as at 30m June 2015
which were cleared in the subsequent month ofJuly 2015.

The receipts totaling Ksh.12, 201,878.40 being receipts in Bank statement not in the cashbook
were recognized in the cashbook as at June 2015 and the adjusted balances carried down
accordingly. All the payments in bank statement not in cashbook totaling Ksh.233,066,610.5g
were determined and posted in the cashbook as at 30s June,20l5 and the a justed cashbook
balance carried down correctry. Receipts in cashbook not in banr< statemeni totaling Ksh.5,
373,247.05 were cleared and reconciled fully in the subsequent month of July, 2015.

Committee Observations and Findings

i' The Accounting officer did offer an expranation for the inordinate deray in
updating the cash book

ii. The explanation by the Accounting officer that the payments in bank statement not
in cashbook totaling Kshs, 233,066,610.5g were determined and posted in the
cashbook as at 30th June,20l5 and the adjusted cashbook barance carried down
correctly was satisfying.

iii. The Committee marked the matter as resolved.

Committee Recommendations

i. The Accounting officer during the period under review, Dr, Kahdijah Kassachom,
should be reprimanded for fairure to record in cash book receipts worth Kshs,
233,066'610.58 pursuant to the provisions of section 7a()@) of the pubric Finance
Management Act,2012.

ii. Accounting oflicers must at all times ensure that they prepare and submit crear and
comprehensible annual linancial statements to the Auditor General within
threemonthsaftertheendofeachfinancialyear pursuant to the provisions of section El(3) of
the Public Finance Management Ac! 2012.

98. Outstanding Imprest

The statement of assets and liabilities reflects outstanding imprests totaling Kshs.26, glg,240
which ought to have been accounted for on or before 30 June 2015 but were still outstanding. It
was also observed that various officers were issued with new imprests before accounting for the
previous ones contrary to Govemment Financial Regulations and Procedures goveming the issue
of imprest.

Submission by Accounting Oflicer

The Accounting officer submitted thatit was true that the statement of financial assets reflected
unsurrendered Imprests of Kshs.26, 818,240.00. The outstanding imprest Kshs.26, g1g,240.00
as at the time of revision of the financial statements for the year under review was subsequently
accounted for in the financial year 201512016.



Committee Observations and Findings

i. The explanation by the Accounting Officer that outstanding imprest Kshs.26,

818,240.00 as at the time of revision of the financial statements for the year under

review was subsequently accounted for in the financial year 2015/2016 was

satisfying.

ii. The Committee marked the matter as resolved.

Committee Recommendation

Accounting officers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to the Auditor General within three months

after the end of each financial year pursuatrt to the pmvisions of section 8l(3) of the Public

Finance Management Ac( 2012.

99. Authority to Incur Expenditure Issued to KEMRI

The statement of receipts and payments reflects expenditure on acquisition of assets of Kshs.l,

789,036,840.95. Included in this is an amount of Kshs.224, 000,000 in respect of Authority to

lncur Expenditure issued to KEMRI during the year under review. However, no expenditure

retums have been availed for audit verification in support of this expendih:re. Consequently, it
has not been possible to confirm the propriety of the expenditure of Kshs. I , I 80,986.824.

Submission by Accounting Officer

The Accounting Officer submitted that it was true that the statement of receipts and payments for

the year ended 30 June 2015 reflected acquisition of Assets of Kshs.l, 180,986,824 which

included Kshs.6, 538,000 in respect of Authority to incur Expenditure (AIE) issued to the Officer

in charge of Radiation Protection Board-Kisumu and kshs.224, 000,000 disbursed as research

grants to KEMRI respectively. The grants amounting to Ksh 224,000,000 comprised the first and

second allocation to KEMRI for research grants voted in Item-3l I l403(Research) ln the

budgetary classification process these funds were categorized under Acquisition of Assets

instead of Transfers to other government entities-ltem-2630101(current grants). As per the

Government Financial Statistics (GFS) classification allocations for Research grants are captured

in the Budget as Item 3111403 while in IPSAS classification it is captured as Acquisition of
Assets.

Committee Observations and Findings

i. Kshs.224, 000,000 was disbursed as research grants to KEMRI

ii. Government Financial Statistics (GFS) classification allocations for Research grants

are captured in the Budget as ltem 3lll403 while in IPSAS classification it is

captured as Acquisition of Assets.

t'ea, ehded 3d" June 2015



t. The explanation by the Accounting officer that no expenditure returns were avaired
for audit verification because the amount of Kshs 224,000,000 were reported as
research grants voted in Item-3lI1403(Research) to KEMRI was satisfying,

iv. The Committee marked the matter as resolved,

Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within three months
after the end of each financiar year pursuant to the provisions of section gl(3) of the pubric
Finance Management Ac( 2012,

100. Unsupported Expenditure

The statement of receipts and payments further reflects totar expenditure of Kshs.39,
281,413'214. Included in this balance is expenditure amounting to Kshs.l7g, 025,962 whose
payment vouchers and other related supporting records were not availed for audit review as
detailed in the following table.

In the absence of supporting payment vouchers and other records, the propriety of the
expenditure ofKshs.l78, 025,962 forming part of the total expenditure of Kshs.39, 2g1,413,214
in the statement of receipts and payments could not be confirmed.

Com ponent
in financial
statements

Sub
component

Nature of
expeIlditure

Total
CompotleDt
a mount
(Kshs

Sub
component
a m ount
(Kshs)

Supported
(Kshs)

Unsupported
(Kshs)

Non-current
assets

Moi
Teaching
and Referral
Hospital

12,290,920

Non-current

assets
5 l, 092, 998

Non-current

assets

District
health

services

48,888,303

Non-current

assets
20,377,270
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National

Quality
Cont'ol

Civil Works

225,t17,436 92,524,945Civil Works

r ,I 80,986,824

Civil Works

Civil Works

Equipment 20,6t4,321
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Laboratory 669.08 t,288 623,10't,8t7

Non-current

assets

Spinal Injury
Hospital

Equipment 24, 759. 150

'Iotal l,180,986,824 894,258,724 716,232,162 178,02s,962

In the absence of supporting payment vouchers and other records, the propriety of the

expenditure ofKshs.178, 025,962 forming part of the total expenditure of Kshs.39,281,413'214

in lhe statement of receipts and payments could not be confirmed.

Submission by Accounting Oflicer

The Accounting Officer submitted that it was true that the statement of receipts and payments for

the year ended 30 June 2015 reflects total expenditure balance of Kshs.39,281,413,2'14 which

Included an expenditure amounting Kshs.178,025,962.00 whose payment vouchers and other

related records were not availed for audit review as detailed below:-

It was true that the payment documents to support the expenditures listed above were not availed

in time for audit verification. However, the Ministry thereafter provided the payment vouchers

for audit review to confirm the authenticity of the Ksh.l78, 025,962 forming part of the total

expenditure of Kshs.39, 281,413,214 as indicated in the Statement of Receipts and Payments.
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Sub component Un-supported Balances (Kshs)

Non-Current Assets N{TRH 12,290p20.00

Non-Current Assets 51,095,998.00

District health services 48,888,303.00

Non-Current Assets Mental Health services 20,377,270.00

Non-Current Assets NQCL 20,614,321.00

Non-Current Assets Spinal injury Hospital 24,759,150.00

TOTAL 178,02s,962.00

Component in F/S

Project management unit

Non-Current Assets



Committee Observations and Findings

i. The explanation by the Accounting officer that the Ministry provided the payment
vouchers for audit review to confirm the authenticity of the Ksh.r7g, 02s,g62
forming part of the totar expenditure of Kshs.39, 2gr,4r32r4 as indicated in the
Statement of Receipts and payments was satisfying.

ii. The Committee marked the matter as resolved,

Committee Recommendations

i. The Accounting officer during the period under review, Dr. Kahdijah Kassachom,
should be reprimanded for fa ure to provide payment vouchers for audit review to
confirm the authenticity of expenditure totaring Ksh.I7g, 025,962 pursuant to the
provisions of section 7 a()@) of the public Finance Management A ct,2012.

ii. Accounting officers must at alr times ensure that they prepare and submit crear and
comprehensible annuar financiar statements to the Auditor General within
threemonthsaftertheendofeachfinancialyear punua:rt to the pmvisions of section El(4) of
the Public Finance Management Act, 2012.

101. Pending Bills

Records maintained by the Ministry of Health indicate that bills totaling Kshs.4, 791,655,574
were not settled during the year 2014/2015 but were instead carried forward to 2015/2016. Had
the bills been paid and the expenditure charged to the account for 2014/2015 the statement of
receipts and payments for the year would have reflected an increased deficit of
Kshs.4,869,625,142 instead of Kshs.77,969,567.75 shown in the statement of receipts and
payments.

Submission by Accounting OIficer

The Accounting officer submitted thatit was true that the Ministry reported pending birts
amounting to Ksh4, 791,655,5748'l for financial year 2014115.It is also true that the Ministry
reported a deficit ofKsh. 77,969.5 67.?5 in the financial year under review.

However, the total budget for the Ministry in the financial year 2or4lr5 amounted to Ksh.
42'885,254,017 , comprising of Development vote -Ksh. l 7 ,4g7 ,964,92rand, Recurrent vote-
Ksh.25 

'3 
97,2 89,096. There was an exchequer under issue; and if the Ministry would have

received the full exchequer for the Recurrent and Development votes and collected the
Appropriation-ln-Aid for both development and recurrent votes, then a surplus would have been
realized of Ksh.8,771,113,840.90, thus would have enabled the Ministry to pay all the pending
bills
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Committee Observations and Findings

i. The explanation by the Accounting officer that the total budget for the Ministry in

the financirl year 20l4ll5 amounted to Kshs. 42,885,254,017 ' comprising of

Development Yote -Kshs. 17,487 ,964,927 and Recurrent Vote-Kshs. 25,397,289,,096

and therefore, the Ministry was not able to settle pending bills was not vague'

ii, The matter remains unresolved.

Committee Recommendations

Accounting officers must at all times ensure that pending bills are listed as first charge in

subsequent financial year when preparing estimates of expenditure and revenues of the

entity in conformity with the strategic plan punuant to the provisions of section 68(2) @) ofthe

Pubtc Finance Manegement Ac! 2012'

102. Stalled Project - Proposed Upgrading of Othaya District Hospital Phase I

As previously reported, the Ministry awarded a contract for the upgrading of facilities at Othaya

Sub District Hospital to a local construction firm at a price of Kshs.436,300,798.80 which was

later revised ro Kshs.501,745,918.50. The initial completion period was 85 weeks but was

extended to 123 weeks with new completion date being 25 october, 2012. A status report dated

21 February, 2014 indicates cumulative payments of Kshs.So1,745'917.70 representing 99.9

percenr of the revised contract sum of Kshs.501 ,574,918.70. At the time of the audit, 192 weeks

had elapsed, which was 69 weeks over and above the contract period of 123 weeks. The

Ministry reported an expenditure of Kshs.3,91l,98l for construction of Othaya sub-district

hospital which accumulated to Kshs.578,542 ,7 47 as at 30 June 2015 which, when compared

against the initial contract value of Kshs.436,300,798 gives rise to a variation of

Kshs.142,241,948 which is about 33percent that has not been supported. It was further noted that

the above variation excludes a lopercent reduction in scope of work which if considered will

give variation of upto 43percent at the close of the financial year. No project Progress reports

have been availed for audit review. Despite this apparent overpayment, the following works were

outstanding:

(a) Floor tilling and grouting (b) Wall tilling (c) Window glazing (d) Window stays and fasteners

(e) Ceiling (f) Fixing of door leaves, locks, and glazing (g) Intemal and extemal painting (h)

Ramp and staircase finishes (i) Worktop and counter finishes O Road drainage (k) Medical gas

installation

An inspection of the project in November 2015 revealed that the contractor and subcontractors

were not on site. Although it is indicated that the project had been terminated on a mutual

agreement no documentary evidence was made available for audit verification. Further, no

evidence has been provided that the performance guarantee had been recalled and discharged

against uncompleted works.
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Further information shows that the directorate gave an estimate for completion of outstanding
works as Kshs.272, 500,000. Though the Ministry put a request to Nationar rreasury for finding,
Treasury responded by advising that health was a devolved function and therefore Nyeri county
should take over. Consequently, it was not possible to ascertain whether the Govemment
obtained value for money for the expenditure of Kshs.57g, 542,7 47.

Submission by Accounting OIIicer

Unsupported variation over the contract sum of Kshs. 436J00,7gg.

The Accounting officer submitted that it was true that the cumulative expenditure on the project
rose to Kshs. 578,542,7 47 as at 30 June 2016 which is 33 percent above the contract sum of
Kshs. 436,300'798. It is arso true that there was a l0 percent reduction in scope of work.
It's worth noting that the contract variation was informed by incomplete quantification of works
at the design stage. Evidence of this is the project financial app.aisal report by the state
Department for Public works which shows that works captured in the B I for euantitiesamounted to Kshs. 408,033,463.80 while the actual work done before termination of contract
was 57 I ,37 I ,7 43 .97 .

Kshs. 501,574,915.25 was paid within rhe revised contract sum Kshs.501,745,91g.50 while
Kshs' 76,796,828.72 was a direct payment made on the basis of the remeasurement of works and
final project account of submitted to the Ministry on 30th April 2014 by the state Department forPublic works (project managers). The reduction of scope of works was approved by the
Ministerial render committee on the advice of the shte Department for public works.
Outstanding works despite the apparent overpayment

It is true that the forlowing works were outstanding despite the payment of Kshs. s7g,542,747.
a) Floor tiling and grouting

b) Wall tiling

c) Window glazing

d) Window stays and fasteners

e) Ceiling

f1 Fixing of door leaves, locks, and glazing

g) Internal and extemal painting

h) Ramp and staircase finishes

i) Worktop and counter finishes

j) Road drainage

k) Medical gas installatio



The outstanding works were not included in the financial appraisal report. as it covered work

already done by the contractors and not the full scope of works. The amount was computed to

inform termination of contract as further progress on implementation of the project could not be

made. With the ternrination of the contract, outstanding works were to be undertaken as a new

contract and the State Department for Public Works gave an estimate of Kshs. 272. 500.00'

Evidence of mutual termination of contract

Evidence of mutual termination ofthe contract consists ofthe following documents:

o Legal opinion by Attomey General

. Extract of minutes of the Ministerial Tender Committee that adjudicated the termination

by mutual consent

o Letter of MTC communication to the responsible department

This documentation on termination was availed for audit review.

Contract for Kshs. 141,9591487

The accounting officer submitted that it was true that Lunao Enterprises was awarded a contract

of Kshs. 141 ,959,487 to partially address the outstanding works to make the hospital operational.
'fhe contract was not for fult completion of the hospital but for partial completion to enable

utilization of parts of the new hospital (outpatient services and limited inpatient services). As

rightly observed in the query, this was a new contract different from the initial one which was

terminated by mutual consent. The new contract sum cannot therefore be loaded onto the earlier

contract for the purpose of calculating variation. The amount was not fully utilized anyway as the

contract comme nced on l4lO5/2015 close to end of the financial year and only Kshs. 20 million

of the available funding was utilized.

Value for money for the expenditure of Kshs. 578,542,7 47

The competent authority for determining value for money for public construction projects is the

State Department for Pubtic Works. The following summary extracted from the remeasurement

and Final Account submitted to the Ministry on 30th April 2014 by the State Department for

Public Works indicates there was value for money:

The financial appraisal report is attached

Repo on the Examiruton of he Repo oI the Auditor-Generul on the Ftruncial Stotenents lor the Na!rcnal Aovernme fot the
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Totals as per Bill of
Quantities (Kshs.)

Total Remeasurement
of work done - Final
Account (Kshs.)

Amount Paid To
date (Kshs.)

Amount now due

for paymeut (Kshs,)

408,033,463.80 s78,37 |,743.97 501,57 4,915.25 76,796,828.72



In addition, all payment certificates for the proj ect originated from the state Department for
Public Works and have justifications to show value for money.

However, the Ministry is of the view that technical management of the project could have been
done in a better manner and has continued to engage the Nationar rreasury and the State
Department for Public works to translate the project to service delivery for Kenyans.

Recall of performance bond

The performance bond of the initial contractor could not be recalled and discharged against the
uncompleted works because termination of the project was by mutual consent as recoimended
by the Attomey General. Recall of performance bond becomes applicable if the Ministry cancels
the contract for breach on the pan ofthe contractor.

Committee Observations and Findings

i. The explanation by the Accounting officer that the contract variation was
informed by incomplete quantification of works at the design stage v
satisfving as it is the dury of the procuring entity to prepare .o."in" ."quiJil"l",l Irelating to the goods, works or services being procured that are crear, that give
a correct andcompletedescriptionofwhatistobeprocuredandthatallowforfairand
open competition among those who may wish to participate in the procurement
proceedings pursuant to the provisions of section 32 of the public procurement and
Disposal Act, 2005.

ii. The works appeared to have been structured as two or more procurements for the
purpose of avoiding the use of a procurement procedure contrary to section 30 0f
the Public Procurement and Disposal Act, 2005.

iii. outstanding works worth an estimate of Kshs. 272, s00.000.00 were never factored
during quantification of works at the design stage and within the overpayment of
Kshs. 578,542,747.

iv. Lunao Enterprises was awarded a contract of Kshs. r4r,gs9,4g7 to partiafly address
the outstanding works to make the hospitar operationar despite the e*penditr.e of
Kshs. 578'542,747 incurred by the Ministry at the point ofawarding the contract.

v' There was no value for money with respect to expenditure of kshs.S0r, si4,gr5,2s
incurred for the proposed upgrading of Othaya District Hospital phase I.

vi. The Accounting oflicer during the period under review was Ms Khadijah
Kassachom.

Committee Recommendations

i. The EACC and DCI shourd investigate the entire procurement process, the pubric
officers and the construction firm invorved in the proposed upgrading of othaya

Repott on the Emnnotron ofhe R.pott oJ thc ,1ud or-Gen rul
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Although the recurent budget absorption and utilization rate was above three quarters i.e. 80

percent, the budget utilization rate for the development budget was just slightly above halfi.e. 63

percent. The implication of this is that almost half of the budgeted development programmes

were no1 implemenled.

Submission by Accounting Of{icer

The Accounting Officer submiged that it was true that the Ministry of Health had an approved

total budget of Kshs.54, 107,049,563 voted for the financial year 2014/2015 comprising of

Peport on the Exanmdtion ol th. Report of the AuAbr-Cenerul on the Finoncial Stdteirents lor he Natronal Gotcrnmenr lor the r
Yeor en&d 3d iue 20 I 5

Item Budgeted
Allocation
2014/15 (Kshs)

Actual 2014/15

(Kshs)

Under
Absorption

(Kshs)

Absorption rate
percent

29,259,165,573 23,609,440,324 5,649,725,249 80

Development 24,847,883,990 15,671,9'72,890 9,175,91r,100 63

Total 54,107,049,563 39,,281,4t3,211 l.{,825,636,349

District Hospital Phase I rvith a view to establishing $'hether there was a breach of
the procurement laws and allow for prosecution if evidence permits.

ii. The Accounting officer during the period under review, Dr. Khadijah Kassachom

must liaise with substantive Accounting Olficer to provide an explanation to the

Auditor General for incurring wasteful expenditure on behalf of the government

contrary to s.68 (2)(a) of the Public Finance Management Act,2012 within three

months of adoption of this report.

iii. Where no satisfactory explanation is not provided to the CS National Treasury and

Auditor General within the stipulated time, Ms Khadijah Kassachom should be

surcharged with Kshs. 93,541,451.45 being expenditure incurred without lawful

authorify pursuant to the provisions of section 202 of the Public Finance

Management Act,20l2 .

Other Mafter

103. Budget Control and Performance

The Ministry of Health had an approved total budget of Kshs.54, 107,049,563.00 voted for the

financial yeat 201412015 comprising of Kshs.29, 259,165,513 for recurrent vote and Kshs.24,

847,883,990.00 for development vote. This was an increase of Kshs.8, 893,595,443.00 or

approximately 19.7 percent compared to financial year 2013/2014.

Recurrent



Kshs.29, 259,165,573 for the recunent vote and Kshs.24, g47,gg3,990.00 for the development
vote. This was an increase of Kshs. 8,893,595,443.00 (19.7percent) compared to the financial
yeu 2013/2014.

The budget absorption was as follows:

A significant portion of the development budget is donor support and it is mainly captured as
Appropriations-ln-Aid (AIA). The development partners make direct payments foi th" actiuities
that are funded by them and they are required to submit to the Ministry the expenditure returns to
enable us capture the same in our Books ofAccount. In most cases, the Development partners do
not submit the expendirure returns thus resulting in under-collection of AIA and under-
expenditures.

Committee Observations and Findings

i. The explanation by the Accounting officer that a significant portion of the
development budget is donor support is captured as Appropriations_In_Aid
(AIA) and the Deveropment partners do not submit the expenditure returns thus
resulting in under-collection of AIA and under-expenditures was satisfying.

ii. The Committee marked the matter as resolved.

Committee Recommendation

Accounting officers must at all times ensure that Donors adhere to reporting standards
outlined under the pmvisions of section 48(r) (f) of the public Finance Managem ..tt Ag..,2012.

104. Ethnic Composition of Staff

The Ministry did not provide the summary of ethnic composition of its staff. It was therefore not
possible to confirm whether the Ministry has complied with Section 7 (l) and (2) of the National
Cohesion and Integration Act, 2008 which requires all public establishments to seek to represenr

Item Budgeted
Allocation
20t4115 (Kshs)

Actual 2014/15

(Kshs)

Under
Absorption

(Kshs)

Absorption rate
pcrcent

Recurrent 29,259,t65,573 23,609,440,324 5,649,725,249 80

Development 24,847,883,990 15,671,972,890 9,175,911,100 63

Total 54,107,0,19,563 11,825,636,3.19

Repo on the Examinalio o! tlz R.port of tlp AudtorCatzrol
Yeat .nded 3e Jltne 20 I 5
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39,281,413,211



the diversity of the people of Kenya in employment of staff and that no public establishment

shall have more than one third of its establishment from the same ethnicity community.

Submission by Accounting Officer

Ethnicity composition of staff

The Accounting Officer submitted that it was true that the Ministry did not provide summary of

staff on the basis of ethnicity as provided for by the National Cohesion and lntegration Act. The

summary is now available for audit review (Appendix V).

Committee Observations and Findings

i. The Accounting officer submitted a summary of the ethnic composition of staff

under paragraph 104 for review and verification by the Auditor General;

ii. The Committee marked the matter as resolved.

Committee Recommendation

Accounting officers must at all times ensure that they take appropriate measures to resolve

any issues arising from audit which may remain outstanding pursuant to the pmvisions of

sectfun 68(2) (I) of the Public Finance Management Act 2012.

GAVI HEALTH SYSTEMS STRENGTHENING PROJECT

Basis for Disclaimer of Opinion

105. Deficit brought forward

As reported in2O13l14 audit report, the statement ofreceipts and payments reflected a balance of

negative Kshs.2, 604,445.60 as at 30 June,20l3 while the cash book balance carried forward as

at the same time reflected a bank balance of Kshs.544, 410.65. A review of the position in the

financial ye?l. 201312014 showed that the deficit was cleared during that year. However, no

documentary evidence was availed to explain how the deficit of Kshs.2, 604,445.60 was cleared.

It is therefore not possible to confirm the validity ofthese balances in the financial statements

Submission by Accounting Oflicer

The Accounting Officer submitted thatit was true that the statement of receipts and payments for

the year ended 306 June 2013 reflected negative balances of Ksh.2, 604,445.60.As at June

2013/14 the bank balance reflected Ksh.544, 410.65. The aforementioned deficit was cleared in

the book of accounts through a joumal entry to reverse a GOK expenditure of Ksh 3,148,856 of

GOK charged to the GAVI HSM project erroneously. The project was closed at the end of April

2013. The Ministry is reconciling the project closure account so as to clear the balances.

Committee Observations and Findings

i. The explanation by the Accounting officer that the aforementioued deficit was

cleared in the book of accounts through a journal entry to reverse a GOK

Repo on the Exonination oJ the Rcpo oJ the Audtot-Oeneral on the Financiol State Ehts Jot the Natrcnol Govenment lor the '
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expenditure of Kshs 3,148,856 of GOK charged
erroneously was sufficient.

ii. The Committee marked the matter as resolved.

Committee Recommendations

to the GAVI HSM project

Accounting officers must at a[ times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within three months
after the end of each linancial year pursuant to the pmvisions of section 8l(3) of the public
Finance Management Ac( 2012.

106. Bank Balances

As reported in 201312014, the statement of assets and liabilities as at 30 June 2015 reflected a
balrk balance of Kshs.644, 993. However, the bank confirmalion certificate and bank
reconciliation statement in support of the balance of Kshs.644, 993 have not been availed for
audit review. Consequently, the validity and accuracy of the bank balance of Kshs .644, gg3.oo
could not be ascertained.

Submission by Accounting Officer

The Accounting Officer submitted that it was true that the statement of assets and liabilities a-s at
June,20l3 reflected a bank balance ofKshs. 644,993.It is also true that during the review ofthe
documents to support the financial statements for the year 2014/15, the bank reconciliation
statement was not availed for audit verification. However, the Ministry has provided for audit
review the bank reconciliation statement to support the bank balance of Kshs .644,gg3.
Committee Observations and Findings

i. The explanation by the Accounting officer that the Ministry has provided for
audit review the bank reconc iation statement to support the bank balance of
Kshs.644,993.

ii, The Committee marked the matter as resolved.

Committee Recommendations

i. The Accounting officer during the period under review, Dr. Kahdijah Kassachom,
should be reprimanded for failure to provide the bank reconciliation statement to
support the bank balance of Kshs. 644,993 within the stipulated timelines pursuant
to the provisions of section 7a () @) of the pubric Finance Management Act,2012.

ii. Accounting officers must at all times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within three
months after the end of each financial year pursuant to the provisions of section 8l(3) of
the Public Finance Management Ac{ 2012.

R.p on the E zmhahon oI th. Repo oJtlE Audt
Year ended 3dt June 2015
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7.0 MINISTRY OF LANDS, HOUSING AND URBAN DEVELOPN{ENT

FINANCIAL STATEMENTS FOR VOTE II1

Ms. Miriam EI Maau'ay, the Accounting Officer for Vote I I l, the Ministry of Lands,

Housing and Urban Development accompanied by Mr. samson ongalo; Senior Assistant

Accountant General, Mr. Nelson Mose; Senior Finance Officer, Mr..Eliud Matira; Head

Supply Chain Management appeared before the Committee on l6'h February' 2017, to

adduce evidence on the audited Financial Statements of Vote I I I Ministry of Lands,
Housing and Urban Development for the Financial Year 201412015. The minutes of the

committee's Sittings and the submissions tabled by the accounting officer are annexed to

this report.

Basis for Qualified Opinion

107. Fuel Consumption

Included in the use of goods and services balance of Kshs.2,843,785,974 in the statement of
receipts and payments for the year ended 30 June 2015 is fuel, oil and lubricants amounting to

Kshs.13,271,359. However, review of documents indicated that seven (7) payment vouchers

totaling Kshs.2,812,723 for the purchase of fuel by the Ministry could not be confirmed due to

lack of fuel registers. Further, payment vouchers totaling Kshs.4,515,020 in respect of supply of
fuel oit, lubricants and cooking gas could also not be traced. In the circumstances, the propriety

of the expenditure amounting to Kshs.1,327 ,7 43 included under the use of goods and services in

the statement ofreceipts and payments for the year ended 30 June 2015, could not be confirmed.

Committee Observations and findings

The Committee observed that the matter was reported as resolved.

108. Inaccuracies in the Financial Statement

Included in the use of goods and services balance of Kshs.2,843,785,974 in the statement of
receipts and payments for the year ended 30 June 2015 is expenditure for rentals ol produced

asseti amouniing to Kshs.122,010,912. Included in this expenditure is Kshs.19,343,501 which

relates to office and general supplies and services but which was charged to rentals of produced

assets. Consequently, the account totals lor the office and general supplies and services and that

of rentals ofproduced assets are misstated by Kshs.19,343,501 fortheyearended30June20l5.

Committee Observations and findings

The Committee marked the matter as resolved.

109, Consultancy Services

Included under acquisition of non-financial assets in note 18 to the financial statements is

iture for research, studies, ect preparation, desi and supervision amounting to

Repon on the Ernnination of the Repo of lh. Audrrorienzml on the Ftruncial Slaternents lor lhe National Govemnenl
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Kshs.63 1,999,169. However, eight (8) payment vouchers in respect of consultancy services
under this item amounting to Kshs.198,016,041 and reflected in the general ledger were not
availed for audit review. In the absence of the payment vouchers and ihercuppoi do"u."n r,
the propriety of the expenditure totaling Kshs.l9g,0l6,04l included in the acquisition of non-
financial assets in note 18 to the financial statements for the year ended 30 :r.rne ZOIS could not
be confirmed.

Committee Observations and findings

The Committee marked the matter as resolved.

110. Construction and Civil Works

Included under note 18 to the financial statements, is construction and civil works balance of
Kshs.7,080,434,098. This amount includes Kshs.526,324,50g being transfer to Kenya Municipal
Project and which had not been remitted by the end of the financial year. In view of the above, it
has not been possible to confirm the accuracy and validity of the fialance for construction and
civil works of Kshs.7,080,434,098 for the year ended 30 June 2015.

Committee Observations and findings

The Committee marked the matter as resolved.

lll. Overhaul and Refurbishment of Construction and Civil Works
Included under acquisition of non-financial assets in note 18 to the financial statements is
overhaul and refirbishment of construction and civil works of Kshs.g51,glg,5g0 as at 30 June
2015. Included in this figure are payments amounting to Kshs.43 7,221,2g 1 for the construction
of bus parks and stadiums across the country. However, information on the current status of
these projects was not availed for audit review. Further, payment vouchers amounting to
Kshs.58,681,166 were not availed. In addition, included in the amount is also a transfer of
Kshs. I 17,000,000 whose supporting documents were not availed for audit review.

Under the circumstances, the balance for overhaul and refurbishment of construction and civil
works of Kshs.851,818,580 could not be confirmed.

Committee Observations and findings

The Committee observed that the matter was reported as resolved,

I12. Accounts Payable - Deposits and Retentions

The statement of assets reflects accounts payable - deposits and retentions of
Kshs.l,726,622,234 u at 30 June, 2015. However, this figure doei not include deposits from
9.!- Development Department and Department of public works amounting to
Kshs.66,198,441 and Kshs.7,252,776 respectively. The Ministry has not explained these
anomalies. Under the circumstances, it has not been possible to ascertain the accuracy of
accounts payable - deposits and retentions amount of Kshs. 1,726,622,234.

Committee Observations and findings

The Committee marked the matter as resolved.
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I13. Employment of Casuals

ln 201412015 financial year, the Ministry engaged casuals to do various activities within the
Ministry. Payment vouchers examined in respect of payments to casuals amounted to
Kshs.16,53 8,000. However, the records available indicated that the approved expenditure for the
sarne was Kshs.10,000,000 resulting to an over-expendinue of Kshs.6,538,000. The Ministry has
not provided parliamentary approval for the excess expenditure.

Committee Observations and findings

The matter was reported as outstanding; Auditor General to examine information now
submitted and report back to the Committee.

114. Purchase of Office Furniture and General Equipment

Purchase of office fumiture and general equipment in note 18 to the financial statements stood at
Kshs.145,27 6,445 as at 30 June 2015. However, schedules availed for audit review relate to
meals and stationery amounting to Kshs.4,125,000. Further, two (2) adjustments by the Ministry
of Land, Housing and Urban Development amounting to Kshs.60,430,875 were not explained
nor payment vouchers produced for audit review. In the circumstances, the figure for purchase of
office furniture and general equipment of Kshs.145,276,445 could not be confirmed.

Committee Observations and findings

The Committee marked the matter as resolved.

I15. Summary of Fixed Assets

The financial statements for the year ended 30 June 2015 did not include a summary of fixed
assets statement as an annex contrary to the prescribed reporting template as issued by Public
Sector Accounting Standards Board. In the absence of this summary offixed assets, the financial
statements are not in compliance with the accounting standards.

Committee Observations and findings

The matter was reported as outstanding; Exercise of transfer of assets due to devolution
process had hampered the process of preparation of asset register greatly but the
Accounting Officer pledged to complete the exercise and report back in the next financial
year.

ll6. Deposit Account

Included in the statement of assets as at 30 June 2015 is accounts payables - deposit and
retentions balance of Kshs.1,726,622,234. BarJr- reconciliation statement in respect of this
deposit balance includes Kshs.95,899,288 being receipts in cashbook not yet in the bank

Reporl on lhe Emminalion ofhe Repo oJthe Auditot-Generul on the Fihancial Statementslor the National Aowrnment Jot the
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statement. out of this amount, Kshs.63,761,571 has been oulstanding since June 2014. The
Ministry has not explained why the above monies had not been banked. In addition, the entire
amount of Kshs.95,899,288 had not been included in the Board of Survey report as a part of the
cash in hand as at 30 June 2015. Further, receipts in bank not in the cashbook amounting to
Kshs.423,133,265.35 and payments in bank not in cashbook amounting to Kshs.121,551,619
were outstanding and no adjustrnent had been made in the cashbook. In the circumstances, it has
not been possible to confirm the accuracy of accounts payables - deposits' and retentions
balance of Kshs .l ,726,622,234 in the statement of assets.

Committee Obser-vations and fi ndings

The matter was reported as unresolved. Auditor General to examine information
submitted and report back to the Committee. Need to examine the errors reported to have
been made on the cash books.

Other Matter

117. Office of the County Director of Housing - Nakuru

I17.1 Irregularly Alienated Government Houses

The housing inventory records maintained by the County Director of Housing show that a total
of I 2l housing units of medium and high grade houses in Nakuru have changed ownership from
Government to private. However, no records were provided regarding the disposal process and
the amounts realized from the sale.

Committee Observations and findings

The matter was reported as unresolved. Auditor General to examine information
submitted and report back to the Committee. The Accounting OIficer to also liaise with her
counterpart in the Ministry of Housing so as to give a true position on the state of
Government Grabbed Land.

Committee Observations and findings

The Committee observed that the matter was reported as resolved,

Report on the Examhation
Yeat ended 3dr June 2Ol5
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117.2 Doubtful Cash Transactions

Examination of the expenditure records revealed that the Department made cash purchases
amounting to Kshs.1,989,860 contrary to the provisions of the procurement regulations.
However, these items were taken on charge and issued out to user section. The Department also
spent a sum of Kshs.359,l62 for the payment of casual workers for the construction of a wall
without evidence of the relevant dates that they were engaged. Physical verification done on 17
August,20l5 revealed no evidence ofsuch a structure.



117.3 Overpayment of Civil Works

The Nakuru Country Director of Housing on 25 March, 2015 entered into agreement with a
contractor for the construction of three (3) electrical floor lighting structures in Jowatho Estate
Njoro at a contract sum of Kshs.l 1,995,205. The amount included a sum of Kshs.l,577,994 in
respect ofprovisional and prime costs.

Although the contractor was paid a total of Kshs.11,995,205, the certificate attached to the
voucher reflected a sum ofKshs.11,410,646 resulting in overpaymenl of Kshs.584,559. Further,
no documents were provided to support the payment for the provisional and prime costs of
Kshs.1,577,994.

Committee Observations and findings

The Committee observed that the matter was reported as resolved.

I 17.4 Unconfirmed Procurement of Machinery Spares and Hardware Materials

The County Director of Housing paid Kshs.439,000 to a supplier for the procurement of Hydra
Form Equipment spare parts. It was noted that although the Local Purchase Order (LPO) No.
1080675 was issued to the supplier on 26 January, 2015, analysis ofquotations from bidders was
done on 27 January, 2015. Further, a counter receipt voucher was raised on 27 January, 2015 to
reflect that the ilems were received. However, there was no evidence that the spare parts were
taken on charge and a job card provided to show that the repairs had been carried out on the
hydro form equipment. Further, Kshs.494,400 was also paid to the same supplier for the
purchase of hardware materials. However, the items were not taken on charge.

Committee Observations and findings

The matter was reported as unresolved. Auditor General to examine information
submitted and report back to the Committee. To provide additional information requested
by the Committee

I17.5 Payment for House Repairs and Renovation not Undertaken

A local firm was contracted to carry out repairs on four residential houses namely: -
NAKURU/IIOU/MG 169 A and B and NAKURU/HOUA,IG 171 A and B at State House,
Nakuru, at a total cost ofKshs.l,184,238.

According to the bill of quantities (BQ), repair and redecoration of two of the houses,
NAKU/IIOUA4G 169A and B was done at a cost of Kshs.640,273. However, physical
verification done on 17August, 2015 revealed that various fittings and installations costing
Kshs.l52,900 were paid for but not done. Similarly, the BQ also indicated that another two ofthe
houses NAKU/HOU/MG I 7l A and B were to be repaired and redecorated at a cost of
Kshs.543,965. However, physical verification revealed that no work was done.

In the circumstances, the propriety of the payments amounting to Kshs.6,141,840, and ownership

ReporlontheExafiinationoJlheReporloJlheAudilor-GeneralonlheFinan"iotStot"^"@
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status of l2l housing units under the county Director of Housing in Nakuru could not be
ascertained.

Committee Observations and findings

The Committee observed that the matter n,as reported as resolved.

I18. Budgetary Controls and Performance

The Ministry of lands, Housing & Urban Development had a total budget of
Kshs.29,706,194,169 voted for the financial year 201412015 comprising of Kshs.25,307,196,242
for Development and Kshs.4,398,997,927 for Recurrent expenditure. This was an increase of
35.42Yo compared to 2013/2014 financial year budget of Kshs.2l ,935,07g,040.

The budget absorption was as follows:

Absorption In %

94.41

s6.85

In view of the above, the Ministry failed to utilize funds totaling Kshs.l l ,165,447,87 5 out of
which Kshs. I 0,919,423 ,692 relates to development projects. Failure to utilize funds for
development is an indication of stagnation of development agenda in the country and may
impact negatively on citizens' standards of living.

Committee Observations and findings

The matter was reported as unresolved. There was Exchequer under Issue to the Tune of
Kshs. 7,480,740, 837 as well as there was late uploading of the finat revised budget in
IFMIS. The Auditor to clear the query with the Accounting Officer.

I 19. Pending Bills

As disclosed in note 27.1 to the financial statements, the Ministry of Lands, Housing & Urban
Development had a total of Kshs.3,704,994,723 as pending bills which were not settled as at 30
June 2015 but were carried forward to 201512016. Had the bills been paid and the expenditure
charged to the account for 2014/2015, the statement of receipts and payments for the year would
have reflected a reduced surplus from Kshs.152,494,510 to a deficit of Kshs.3,552,500,213.

My opinion is not qualified in respect to these matters.

Committee Obser-vations and findings

The Committee observed that the matter was reported as resolved.

lsz.s

Budgeted Allocations
2014t2015 Actual 2014/201 5 Under Absorption

Recurrent 4,398,997,927 4,152,973,744 (246,024,183)

Development 25,307,196,242 t4,387,772,550 (10,9t9 ,423 ,692)

otal 29,706,194,169 I 18,540,746,294 (l1,165,447,87s)

Fcpon on rhe Etantnarton o:l !h? Rcport ol the Audnor-General on the Ftnaa.nl Statewntslo, th? Natnnol Governnent lot the Page IZ16
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8.0. MINISTRY OF INFORMATION, COMMUNICATION AND TECHNOLOGY

FINANCIAL STATEMENTS FOR VOTE I12

Mr. Victor K1,alo, the Accounting Officer accompanied by Sammy Itemere; Principal
Secretary Broadcasting Technology, Mr. Henry Mung'asia, Director Administration; Mr.
David Jakaiti; Secretary Administration, Frederick Owiti; HSCMS, Sally Washiko;
Personal Assistant to Principal Secretary Broadcasting Technolory, Mr. Gwaro Ogaro;
Acting Director Information, Mr. Vincent Luke Kirwa; SAAG, Ms. Sephone Ombachi;
SPFO, Ms. Jane M. Musundi; SPF and Mr. Christopher Maina; Principal Legal Olficer
appeared before the Committee on l5rh March 2018, to adduce evidence on the fludited

Financial Statements of Vote 112 Ministry of Information and Technology for the Financial
Year 2014/2015. Minutes of the Committee's sittings and the submissions tabled by the

Accounting Officer are annexed to this report.

Baisis for Qualified 0pinion

146. Legal Fees

Information available at the Ministry indicates that on l8 September 2006 the Govemment of
Kenya was sued in the High Court ofJustice (Queens Bench Division) England on Anglo leasing

related contracts. The Ministry of Information, Communications and Technology with the

authority of fte Attomey General single sourced and appointed Law firm to represent the

Ministry in the High Court of Justice (Queens Bench Division London). The appointment of the

Law firm was done on the understanding that the Ministry would be responsible for ensuring that

reasonable professional fees were agreed upon, taxed and paid. The Ministry deposited KShs.4,

000,000 in the Advocates account in respect of legal fees. Thereafter the legal firm with the

authority of the Ministry engaged the services ofanother Law firm in England for the purpose of
defending the Govemment of Kenya. Documents available indicate that the Kenyan Law firm
filed a bill of costs before the Commercial Court at Milimani on 22 December 2009 against the

Attomey General on behalf of the Ministry of Information, Communications and Technology.

The Ministry filed its submission on 14 November 201I opposing the said bill of costs. The

matter was heard and a ruling delivered on 13 February 2013 dismissing the Bill of costs and

awarded the applicant the Kenyan Law firm KShs.4,000,000 that was earlier deposited in their

account as sufficient for the advisory work done for the Ministry on Anglo Leasing related

contracts.

The law firm which was aggrieved by the Commercial Court's decision, filed an appeal in the

High Court on 7 March 201 3 and judgment was made on 31 October 201 3 stating that the award

of the commercial Court of KShs.4, 000,000 was inordinately low and subsequently awarded the

law firm KShs.25,000,000 as reasonable instructions fee for the legal services rendered by the

Kenyan Law Firm. Although the Ministry paid Kshs.25, 000,000 to the Attomey General for
onward transmission to the Law firm, no evidence of any contractuai agreement between the
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Ministry and the law firm was availed for audit review. In the absence of the contractual
agreement, it has not been possible to establish how the fee of Kshs.25, 000,000 was arrived at.
In the circumstance, the propriety of expenditure of Kshs.25, 000,000 paid to the law firm could
not be ascertained.

Submission by Accounting Oflicer

The Accounting Officer submitted that it was true that rhe Ministry vide letter Ref. MIC/A
l7l17l (50) dated l3s September, 2006 wrote requesting the Attomey General for authority to
appoint Wambugu, Motende and Co. Advocates to represent the Ministry in the cases relating to
this matter. In response the Attomey General vide his letter Ref.AG/CONF/ 6lD/112 Vol.l dated
20s September,2006 granted authority to the Ministry to appoint wambugu, Motende and co.
Advocates to represent the Ministry and the Ministry was to meet the costs. The mode of
engagement of the Law firm was on the basis of exchange of communication of the mentioned
letters between the AG and the Ministry. The involvement of the firm of Edwin coe in the case
in London was a direct engagement under the guidance ofthe Office ofthe Attorney General and
was not a sub contract by the Firm of wambugu and Motende co. Advocates as per the AG,s
Ietter mentioned above. The figure of KShs.25, 000,000.00 was arrived at upon taxation by the
court on the item of instruction fees since the costs would either be agreed or taxed. The Ministry
and the Advocates firm were unable to agree upon the figure hence the taxation of costs and it
was within the legal requirements.

Committee Observations and Findings

l. The committee observed that the letter from the Attorney General showing the
relationship between the two audit firms was availed to the Aufitor General.

2. The committee marked the matter as resolved.

I47.1 Transfer of grants to Kenya Yearbook Editorial Board

Examination of available records in the Ministry indicates that a total of KShs.g3, 19g,400 was
paid to Kenya Yearbook Editorial Board as grants for the financial year ended 30 June 2015.
However examination of payment vouchers indicates that additional amount of KShs.34,
800,000 was paid as assistance to undertake various activities by the Kenya Yearbook Editorial
Board vide payment vouchers No 419 and 501 for KShs.27, 000,000 and KShs.7, g00,000
respectively. The payments were done contrary to the public Finance Management Regulations
2015 Section 7l (5) which provides that a National government entity is not ailowed to give
National goverrunent entity cash donations to augment the budgetary resources of a designated
department.

In addition, funds appropriated and approved for specific programs by the Ministry of
Information, communications and rechnology were paid to Kenya yearbook Editorial Board
contrary to Sections 54 of the Public Finance Management Regulation 2015 which state that
except as provided for in the Act and these Regulations, an accounting officer of an entity may
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not authorize payment to be made out of funds earmarked for specific activities lor purpose other
than those activities. Further, review of records at the Kenya Yearbook Editorial Board indicates
that the funds were not in the approved budget for the financial year ended 30 June, 2015 and the
procurement plan for the year did not include the goods and services procured. The Ministry was
therefore in breach of the Law and no satisfactory explanations have been provided on how the

amount of KShs.34, 800,000 was utilized for the year ended 30 June 2015.

Submission by Accounting Officer

The Accounting Officer submitted that it was true that the Ministry disbursed KShs.83, 198,400

to the Board. Out of which Ksh. 48,398,400 was the Institution's budget for salaries. KShs 7,

800,000 was for payments of services rendered to Government Advertising Agency (GAA)
towards production (Editing, Designing, and Printing) of Logos, Advertising Guidelines,
Communication Policies and Service Charters. In addition the Ministry provided the Board with
Kshs.27, 000,000 to finance the contractual obligations of fixed overheads such as rent, pending

bills, Gratuity, accrued taxes, staffmedical insurance cover and Operations and Maintenance.

11 was observed that the 20l4il5 allocation of Kshs 48,398,400 for the Board was sufficient for
staff costs only, pending merger with other four Govemment entities as had been recommended
by the Parastatal Reforms Committee in2013/14 financial year.

The Board was, however, leff as a stand-alone entity. It requested for additional funds to cater

for these expenses in the supplementary Estimates which was not provided. The Minisry
intervened to save the financial distress ofthe board.

Committee Observations and Findings

The Board was established without proper financial base causing the ministry to strain its
meagre resources to finance the board's activities.

Committee Recommendations

The executive must move with speed to implement recommendations of the Parastatal
Reforms Committee to merge several parastatals together to reduce cost on the exchequer,

147.2 Connected East Africa Summit

Available records indicate that the Ministry pledged to pay Kshs.l0, 000,000 towards funding of
Connect East Aiiica summit to Information Communication Technology Authority (ICTA).
However, scrutiny of payment vouchers indicate that the Ministry instead paid a total of Kshs.20,
000,000 to the Authority vide payment vouchers No.443 and 562 dated 19 May 2015 and 23

June 2015 for Kshs.l0, 000,000 each respectively in respect of Connect East Africa Summit
resulting into over payment of Kshs. 10, 000,000.

Records held at the ICTA indicate that although the Authority had budgeted for KShs.lO,
000,000 in respect of Connected East Afiica Summit, it received KShs.20, 000,000 and only
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Kshs.10, 000,000 was paid in respect of the Summit. The balance of KShs.l0, 000,000 was still
being held in the Authority books of accounts as at 30 December 2015.

Although the Ministry was fully aware of the above a.nomaly, no evidence to show efforts being
made to recover the excess amount ofKShs.l0, 000,000 from the Authority was availed for audit
review as at the date ofthis report.

Submission by Accounting Officer

The accounting officer submitted that the Ministry had received a request from the Authority to
support hosting the summit. The Ministry erroneously processed two payments of KShs.lOm
each on 196 May,2ol5 and 23'd June, 2015. However, immediately the Ministry detected the
double payment it wrote to ICTA asking for a refund. The Authority confirmed receipt of excess
KShs. l0m and has since refunded as per attached bank extact.

Committee Observations and Findings

l. The committee observed that the Ministry erroneously processed two payments of
KShs,I0m each on lgth May,2015 and 23'd June,2015. However, immediately the
Ministry detected the double payment it wrote to ICTA asking for a refund. The
Authority confirmed receipt of excess KShs.l0m and has since refunded as per
attached bank extract.

2, The committee marked the matter as resolved.

147.3 Unclear Transfer of grants to Ministry Departments

The statement of receipts and payments for the year ended 30 June 2015 reflects
KShs.2,43 5,625,509under grants and transfers to other Govemment units. Included in the figure
of Kshs.2,43 5,625,509are grants totaling KShs.1 10,000,000 transferred to two (2) Ministry
Departments - Governmenr Advertising Agency (GAA)Kshs.83,000,000and Kenya Institute of
Mass communication (KIMC) KShs.27,000,000 without budgetary provisions and approval
contrary to Section 3l (l) ofthe Public Finance Management Regulations 2015 which states that
the accounting officer shall enswe that the draft estimates relating to her/ his department are
prepared in conformity with the Constitution and the Public Finance Management Act, 2012 and
its Regulations. It was however observed that the two (2) Departments; Govemment Advertising
Agency and Kenya Institute of Mass Communications are still Departments operating under the
Ministry of Information, communications and rechnology and therefore do not qualify for
grants. It is not clear and the Ministry has not explained the circumstances under which
Kshs.l10, 000,000 was transferred to its two (2) internal departrnents and how the monies were
utilized. In the circumstances, it has not been possible to confirm the propriety, regularity and
validity of KShs.1l0, 000,000 transferred to the two (2) Ministry's intemal departments for the
year ended 30 June 2015.
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Submission by Accounting Oflicer

The Accounting Officer admitted that it was true that the statement of receipts and payment

reflect as transfer of KShs.83, 000.000 and KShs.27m to GAA and KIMC respectively. Kenya

Institute of Mass Communication was upgraded into a separate entity after the budget making
process had been concluded in which the budget had been itemized for the Departrnent. In
anticipation that the second half will be collapsed into a one Iine item budget in supplementary, a

request for additional KShs.27m by the institute to caler for its financing deficit was budgeted

under transfer and transferred to KIMC. Attached are payment vouchers from the institute to

account for expenditure of amount of KShs.27 million.

On the other hand, the Govemment, through a Cabinet decision approved creation of centralized

Advertising Agency referred to as Govemment Advertising Agency. The Approval came when

supplementary l, was being concluded in December, 2014. It was proposed that the budget be

captured as a grant because it was expected that the Legal Instruments creating the Agency will
be ready to operationalize it. However, this did not take place. The funds were therefore not

transferred but spent for activities ofthe Agency at the Ministry Headquarters and accounted for
with other expenditures in the final accounts of the Ministry. It is observed that the KShs.83

million was therefore not transferred as grants as indicated in the financial statements and failure

to disclose in the notes was an oversight.

Committee Observations and Findings

1. The Committee observed that the Government, through a Cabinet decision
approved creation of centralized Advertising Agency referred to as Government
Advertising Agency concluded in December, 2014. The Minsitry therefore
transfrerd Ksh. 83,000,000 for funding advertising activities by the Government
Advertising Agency and Ksh. 27, 000, 000 to Kenya Institute of Mass
Communication to cater for its linancing deficit and

2. The matter was marked as resolved

148.1 Un-authorized expenditure on purchase of motor vehicles

Records available at the Ministry indicates that a tolal of Kshs.104,3 35,548 was spent on
Purchase of Motor vehicles during the year under review against a budgetary provision of
KShs.9i,200,000 resulting in unauthorized over expenditure of KShs.l3,135,548.The Ministry
through letter Ref. No.RES 1 12114101/28 dated 23 January 2015 obtained authority from the
Principal Secretary, National Treasury lor purchase of l2 four wheel vehicles at a total cost of
KShs.70,695,190 to be distributed as follows:-4 vehicles to National Optic Fiber backbone
Infrastructure (NOFBI), 4 for County Connectivity Project and 4 for Kenya Transparency
Communication lnfrastructwe Project ( KTCIP). However the Ministry disregarded the National
Treasury authority to purchase twelve (12) vehicles and instead without authority, went ahead to
procure twenty three (23) vehicles at a total cost of KShs.104,33 5,548 resulting into an
additional and unapproved expenditure of KShs.13,135,548 as at 30 June 2015. In the
circumstances, the propriety of over expenditue totaling KShs.l3, 135,548 on motor vehicles
could not be ascertained for the year ended 30 June 2015.
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Submission by Accounting Officer

It was true that the Ministry spent Kshs.l04, 225,540 to procure vehicles. The vehicles were
bought fiom the following budget allocations.

I . Directorate of Information KShs.20.2m

2. Business process outsourcing KShs.7l.0m

3. Allocation for G.A.A KShs.l3.l m

TOTAL KShs.lo4.2m

The Ministry requested for authority to procwe twelve four wheel .project vehicles at an estimate
cost of KShs.6m each for the three projects as GoK contribution.

l. National Optic Fibre Backbone Infrastructure

2. County Connectivity

3. Kenya Transparency Communications Infrastructure Project

The Ministry procured 9 additional vehicles arising from the need of transport facilitation for
field supervision and local running of the projects. The KShs.13.1m was utilized to procure
Vehicles for use by the Govemment Advertising Agency (GAA) as per approval of the
Ministerial Tender Committee in anticipation for finalization of legal documents to establish
GAA as a SAGA.

Committee Observations and Findings

I. The Management tabled an explanation to support its submission to resolve the
matter relating to Un-authorized expenditure on purchase of motor vehicles under
paragraph 148.1 to the satisfaction of the Committee.

2. The committee marked the matter as resolved.

148.2 Agency and Disbursement Fees to Huawei Technologies Ltd
Examination of payment vouchers revealed that the Ministry paid Kshs.28,2lg,3l3 to Huawei
Technologies Ltd dwing the year under review in respect of agency fees of KShs.2,275,g26 and
disbursement/reimbursement fees KShs.25,9 42,487 all totaling KShs.2g,21g,3 13. Huawei
Technologies Ltd were contracted to provide Project Management services on behalf of the
Govemment of Kenya through the Ministry conrract No. 00y4041 0092404 of 7 July
20l0.However no documentary evidence was availed to show how the firm was identified and
awarded the confact and how the contract price was arrived at. Scrutiny of Ministry records
indicate that the goods were cleared on 28 December 2013, while reimbursement and claim
documents were presented in March 2015. No explanation has been provided as to why the
documents took over a year before the same were lodged with the Ministry for payment. Further,
no documentary evidence indicating that the goods and services were verified and inspected by
an independent inspection team was availed for audit review. In the circumstances, it has not
been possible to confirm the propriety of expenditure totaling KShs.2g, 2lg,3l3 for the year
ended 30 June 2015.
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Submission by Accounting Officer

The Accounting Offrcer submitted that the Government of Republic of Kenya entered into
Financing Agreement with the Export-lmport Bank of China on 8th October, 2012 to finance
phase two of National Optic Fibre Backbone Infrastructure Project QTIOFBI II) at a cost of US
$72,500,000. The Ministry entered into a commercial contract with Huawei Technologies Ltd
Under clause 3 of the Contract the Company was responsible for importing goods up to the Port
of Entry and transporting them fiom the Port to the place of use while the Ministry was
responsible for clearing of the goods. It was found logical to engage Huawei in clearing the
goods because:

i. i. A delay in clearance of goods was causing accumulation of demurrage charges.

ii. ii. There will be intemrption of services by engaging another firm.

iii. Owing to inadequate capacity in the Ministry to undertake this responsibility it was
found prudent that the same be transferred to Huawei Technologies Kenya Co. Ltd
for enhanced efficiency and effectiveness in the project implementation to undertake
Customs Clearance.

iv. Huawei is an Authorized economic operator (CEO) a privilege that allows for direct
clearaace without many KRA process thus enjoys all advantages that come with it at
the port clearance for example lead time is shortened.

V. Huawei has a third pafly payment and credit arra:rgement with its agents; this enables
them to expedite clearance costs hence reduce lead times and prevent losses brought
by delay.

The Ministry negotiated with Huawei and agreed on KShs.2, 313.62 arld KShs.1, 601.04 for 40ft
container and 20ft container respectively as the applicable rates which were subsequently
approved by MTC. Al[ other payments made to third parties like KRA would be reimbursed on
production of payment receipts. Ministerial Tender Committee on its meeting held on 2nd
September, 2014 awarded Huawei Company to clear the goods as per copies of minutes and
contract attached.

There was delay in paying Huawei for goods cleared for the Ministry in December 2013 because
the company submitted invoices after the contract on clearance was entered. (Annex 6)

Committee Observations and Findings

l. The Ministry took the correct measures to engage Huawei Technologies Ltd directly
for better service delivery to realize value for money.

2. The committee marked the matter as resolved.

149 Accounts Receivables-Unaccounted for imprests

The statement of Assets as at 30 June 2015 reflects under accounts receivable outstanding
temporary Imprest and advances of KShs.l, 312,661 which includes unexplained variance of
KShs.208,250 as reported in the year 2013/2014. This variance has not been accounted for as at
the date of this report. In the circumstances, it has not been possible to confirm the accuracy of
the accounts receivables balance of KShs .1 ,312,661 as at 30 June 201 5.
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Submission by Accounting Oflicer

The Accounting officer submitted that it was true that by 30s June 201 5 there was an
outstanding temporary Imprest of Kshs.208, 250. The Imprest was issued to a Member of
Parliameat. The Ministry wrote to the clerk to the National Assembly Ref No. MIC/4/lgl (176)
dated 3"" September. 2014 but there was no response. The Honorable Member later forwarded
the Travel documents and the issue has since been cleared.

Committee Observations and Findings

1. The committee observed that the imprest was surrendered and the issue has since
been cleared.

2. The committee marked the matter was as resolved

150.1 Construction of Men's Hostel at KIMC
Examination of the Ministry records indicates that a Contract No. D32l01/2012-2013 for the
proposed erection and completion of Men's hostels at the Kenya Institute of Mass
communication was awarded to a construction company at a conkact sum of KShs.l gg,
858,602. However scrutiny of the contract documents revealed that the contractor did not
provide the following goods and services which were included in the bill ofquantities:

l. 2 No. Laptop Computers-Toshiba or other equal and approved Kshs. 250,000

2. Project Management expenses:

-Technical training of the MO PW Ksh. 206,000

-Project management expenses Ksh.l,030,000

-Clerk of works allowance Ksh. 154,500

Airtime kshs.5OQQx! ps1ss1xSx12 months Ksh.370,900

3. Performance bond Ksh. 1,000,000

4. Provision of site office for project manager Ksh. 500,000

TOTAL Ksh.3,511,300

Further, it was noted that although the Contractor was required to provide a performance bond of
5 percent of the contract sum or KShs.1,000,000, the amount was inegularly provided for in the
bill of Quantities and charged to the Ministry contrary to contract agreement. No satisfactory
explanation has been provided as to why the contmctor failed to provide for the performance
bond as required and it is doubtful if public resources lotaling KShs.4, 5l 1,300 may have gone
into waste.

Submission by Accounting Officer

The Accounting officer submitted thatit was true that the sum of KShs. 3,511,300.00 was
included in the preliminary expenses in the Bill of Quantities of the total contract cost of Kshs
188,858,602.40. The institute has not so far received the last and final certificate from the project
Managers (Ministry of Public works). The institute still owes the contractor KShs.l2, 230,3gg
being retention monies for the project. The lnstitute shall deduct the sum of KShs.3, 5l 1,300.00
before payment of the final retention if no evidence will have been received to confirm that the
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contactor incurred the preliminary expenses. The contractor has been informed ofthe same vide
letter ref: KIMC/G/A/i35 VOL.II (98).

Committee Observations and Findings

l. The ministry has taken correct measures to retain monies for the project.

2. The Committee marked the matter as resolved.

150.2 Failure to Deduct Withholding Tax on Payments to Contractor

Examination of Ministry records revealed that Ministry failed to deduct and remit to Kenya
Revenue Authority withholding tax totaling KShs.S,665,758 upon payment to the contractor
contrary to the Income Tax Act CAP 470 Section 35 (3) f which provides for deduction of
withholding tax frorn resident Companies at the rate of 3 percent of the contract fees. No
satisfactory explanation has been provided for the above aromaly and the Ministry was therefore
in breach of Income Tax Laws.

Submission by Accounting Officer

The Accounting Officer submitted thatit was true that the Instituted had not deducted the 3

percent withholding tax from the contractor to KRA but the same has been affected from the
retention money as per PV NO. 954 dated 26tl' February, 2016 and KRA iTax general ledger
report.

Committee Observations and Findings

l. The committee observed that the Kenya Institute of Mass Communication paid the
withhotding tax from the retention money as per PV NO.954 dated 26th February,
2016.

2. The committee marked the matter as resolved.

150,3 Unauthorized Extension of the Project Completion Date

Further, available records at the Ministry revealed that the Project Manager for the construction
of the Boys Hostels at the Kenya Instirute of Mass Communication extended the project
completion period by 16 weeks fiom I February 2014 to 3l May 2014 without the approval of
the Ministry Tender Committee. The extension is therefore contrary to the Public Procurement
and Disposal Regulation 2006, Section 102 (m) which provides that the functions of the tender
committee shall be to approve the amendment of the contracts previously awarded by the tender
committee, in accordalce with the Public Procurement and Disposal Act 2005 and its regulations
2006.The Project Manager therefore contravened the procurement laws.

Submission by Accounting OIficer

The Project Manager forwarded a recommendation for extension of time from l'1 February 2014
to 31" May 2015 due to reasons stated in the said recommendation. Copies of correspondence on
delay in payments dated 16o May 2013 and Request for Authority to extend tender dated I't
February 2014 were provided. The extension was given by the Project Manager, Public Works
and approved by tender committee on the understanding that the extension did not have any
financial or any other claim on the Institute and the contract extension was signed on 2nd

February,2014.
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Committee Observations and Findings

1. The committee observed that the extension was given by the project Manager,
Public works and approved by tender committee on the understanding that the
extension did not have any financial or any other claim on the Institute and the
contract extension was signed on 2'd February, 2014.

2. The committee marked the matter as resolved.

150.3 Budget Control and Performance

The Ministry of Information, communications and rechnology had a total budget of KShs.l0,
297,881,920 voted for the financial year 201412015 comprising of KShs.2, 609,948,127 for
Recurrent vote and KShs.7, 687,933,793 for Development vote respectively. The budget
absorption in the Ministry was as follows:

Budgeted Actual under Absorption Allocation Expenditure Absorption
2014t2015 2014t2015

R. Vote 2,609,948,127 2,309,866,242 300,081,885

[) Vote 87 933 316 663 602 371 70

Records availed for audit review indicated that KShs.928, I 08,060 under Recurrent Vote was for
use of goods and services. However as at the end of the financial yeo:. 2014/2015 only
KShs.774, 725,447 had been spent representing 83.4percent absorption. It is not clear why thi
Ministry did not spend KShs.l53, 382,613 allocated for goods and services.

The Accounting officer submitted thatit was also noted that KShs.l, 750,000 and KShs.69,
990,067 were allocated as other grants and transfers and acquisition ofassets respectively. As at
30 Jtrne 2015, only KShs.l, 049,660 and KShs.16, 047,856 equivalents to 60 perceni and 23
percent respectively had been spent. No explanation has been provided for the under
expenditure KShs.54, 642,551 for the year ended 30 June 2015.

The Ministry had a budgeted allocation of KShs.7, 697,933,793 under Development vote for the
year 201412015. As at the end of the year only KShs.5, 316,663,602 had been spend
representing 69 percent ofthe budget allocation. Records availed for audit review indicated that
KShs.5,247,684 ,414 had been allocated for acquisition of assets and only KShs.2,91g,349,991
had been spent representing 57 percent of the budget allocation. No explanation has been
provided for this under expenditure.

Submission by Accounting OIIicer

The Accounting Officer submitted thatit was true that the year under audit underutilized both
Recurrent and development budget of KShs. 2,609,948,127.00 and KShs.7, 6g7,933,793
respectively. This was due to the following reasons:-

i. Delay in procurement processes.

ii. The introduction of Intemet Banling to the Ministry's very late in the financial year
disrupted the payment processes.

iii. Frequent disruptions of both G-pay and IFMIS systems.
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iv. Delay in the release of the Supplementary budget for the finalcial year.

v. Non release of exchequer.

Committee Observation and Finding

The Management tabled an explanation to support its submission to resolve the matter
relating to budget control and performance under paragraph 150.3 to the satisfaction of
the Committee. The matter under paragraph 150.3 relating to budget control and

performance stands resolved.

Committee Recommendation

The Treasury should release exchequer on time

151 Budgetary Control and Performance

Other Matter

l5l. Budgetary Controls and Performance

The Ministry of Information, Communication and Technology had a total budget of
Kshs. 10,297,881 ,920 voted for the financial yeu 201412015 comprising of Kshs.2,609,948,127

for Recurrent Vote and Kshs.7,687,933,793 for Development Vote. The budget absorption in the

Ministry was as follows:-

Budgeted Actual Absorption Absorption as

Item Allocation Expenditure a oh

201412015 201412015

RecurrentYote2,609,948,127 2,309,866,242300,081,885 88

DevelopmentYote "1,687,933,793 5,316,663,602 371,270,191 69

TOTAL 10,297,881,920 7,626,529,844 2,671,352..016

Records availed for audit review indicate that Kshs.928,108,060 under Recurrent Vote was for

use of goods and services. However as at the end of the financial yeu 2014/2015 only

Kshs.77 4,725,447 had been spent representing 83.4Yo absorption. It is not clear why the

Ministry did not spend Kshs.153,382,613 allocated for goods and services.

It was also noted that Kshs.1,750,000 and Kshs.69,990,067 were allocated as other grants and

transfers and acquisition of assets respectively. As at 30 June 2015, only Kshs.1,049,660 and

Kshs.16,047,856 equivalent to 60% and 23% respectively had been spent. No explanation has

also been provided for the under expenditure totalling Kshs.54,642,551.

The Ministry had a budgeted allocation of Kshs.7,687,933,793 under Development Vote for the

year 201412015. As at the end ofthe year only Kshs.5,316,663,602 had been spent representing

69Yo of the budget allocation. Records availed for audit review indicated that

Kshs.5,247,684,414 had been allocated for acquisition of assets and only Kshs.2,918,349,991

ReporlonlheExaninal'ono/lheRePoflorheAudttor.CeneralonthcFt*,,iolS,o,,,n@
Year enAed 3dr Jun 20I 5



had been spent representin g 57Yo of the budget allocation. No explanation has been provided for
this under expenditure.

My opinion is not qualified in respect to this matter.

Submission by Accounting Officer

The Ministry of Information, Communications and rechnology had a total budget of KShs.l0,
297,881,920 voted for the financial year 20l4l2ol5 comprising of KShs.2, 609,94g,127 for
Recurrent vote and KShs.7,687,933 ,793 for Development vote respectively. The budget
absorption in the Ministry was as follows:

Budgeted Actual Under Absorption Allocation

Expenditure Absorption

20t4t20ts 2014t2015

R. Vote 2,609,948,127 2,309,866,242 300,081,885

D Vote 7.687.93 3.793 5.3 16.66 .210.191

Records availed for audit review indicated that KShs.928,108,060 under Recurrent Vote was for
use of goods and services. However as at the end of the financial year zol4l2ol5 only
KShs.17 4,725,447 had been spent representing 83.4%o absorption. It is not clear why the
Ministry did not spend

KShs.153,382,613 allocated for goods and services.

It was also noted that KShs.1,750,000 and KShs.69,990,067 were allocated as other grants and
transfers and acquisition of assets respectively. As at 30 June 2015, only KShs.1,049,660 and
KShs.16,047,856 equivalent to 60% and 23% respectively had been spent. No explanation has
been provided for the under expenditure KShs.54,642,551 for the year ended 30 June 2015.

The Ministry had a budgeted allocation of KShs.7,687,933,793 uader Development vote for the
year 201412015. As at the end of the year only KShs.5,316,663,602 had been spend representing
69%o of the budget allocation. Records availed for audit review indicated that
KShs.5,247,684,414 had been allocated for acquisition of assets and only KShs.2,91g,349,991
had been spent representin g 57oh of the budget allocation. No explanation has been provided for
this under expenditure.

Committee Observations and Findings

The Ministry did not utilize a total of Kshs. 2,609,948 ,127 for development and Kshs.
7 ,687 1933,793 for recurrent expenditure.

3.6022. 371

Report on the Examnation oJ rhe
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According to the letter of designation as receiver of revenue dated l4 August 2014, the Principal

Secretary, was supposed to collect revenue totaling Kshs.22, 745,017 during the year under
review. However, records available indicates that only Kshs.3, 673,366 was collected resulting
in under collection of Kshs.19, 071,651 as at 30 June 2015. No satisfactory explanation has been

provided as to why revenues totaling Kshs.19, 071,651 was not collected during the year under

review.

Submission by Accounting OIficer

The Accounting Officer admitted thatit was true that revenues totaling to Ksh. 19,071,651 was

not collected during the year under review. This was as expected as a number ofparastatals were

not able to honour their dues by the closure of business 30s June, 2015. The Ministry has taken
initiative to write and follow up for the payments and great progress has been made.

Committee Observations and Findings

The Ministry collected a paltry Kshs. 3, 673,366 out of the annuat target of Ksh. 19, 071,651

for the year resulting in under collection of Appropriation In Aid (AIA) for the year under
review.

Committee Recommendations

Accounting Officers must at all times set realistic Apprropriation In Aid (AIA) targets and
ensure that measurs are put in place to achieve the revenue collection

Repo on the Emmination oJ the Report oJ tk ,luditot-A.neral on thc Financial StatenQnts lor the Notional Goyernrnent Jor the
Yeat end.d 3dr Jun 20 t 5

Committee Recommendation

l. The Cabinet Secretary for National Treasury must at all times ensure timely
releases of the exchequer to all spending agencies in line with their approved annual
cashflow plan pursuant to section 29 (2) ofthe Public Finance Managenet Act.

2. The Cabinet Secretary for National Treasury should put in place measures to
address other budget implementation impedimants sucb as delays in procurements
and frequent disruptions of IFMIS.

REVENUE STATEMENT. MINISTRY OF INFORMATION, COMMUNICATION AND
TECHNOLOGY

Basis for Qualified Opinion

152 Under Collection of Revenue



9.0. MINISTRY OF SPORTS, CULTURE AND THE ARTS
FINANCIAL STATEMENTS FOR VOTE 113

Amb. Kirimi P. Kaberiathe Accounting officer for vote 113, the Ministry of Sports,
culture and the Arts accompanied by Josephta o. Mukobe; principal Secretary Heritage,
Jacob Munge; chief Finance officer, Mathew Murungi; Communication officer, Kassim
M.Farrah; S/A, Christabel Musyoka; AAG, Stanley W. Kanyagu; ACCTI, peter K.
Mbugua; A.S appeared before the committee on I8'h october2Olg to adduce evidence on
the audited Financial Statements of vote l13 the Ministry of sports, Culture and the Arts
for the Financial Year 201412015. Minutes of the Committee's sittings and the submissions
tabled by the Accounting Officer are annexed to this report.
153. Budget and Budgetary Control

153.1 Revenue

The Ministry had budgeted for revenue of Kshs.4,458,446,638.00 from rhe following sources:

However, there was a shortfatl ol Kshs.47l, 356,754.00 or l0.57percent. The shortfall was
mainly occasioned by under issue of exchequer receipts where the Ministry had budgeted for
Kshs.4,414,053,968.00 but actual receipts were Kshs.3, 890,810,000.00 resulting in a shortfal
of Kshs.523,243,968.00 or I l.gpercent. The Ministry had also budgeted to collect Kshs.33,
992,670.00 from other sources, but realized Kshs. 12, 299,947 .oo from bilateral donors.

Revenue
Budgct Kshs

head Budget Kshs. Actual Kshs. Excess/(shortfall)
Kshs

Excess/(sh
ortfall)
percent

2,881,053,968
00

2,608,000,000.00 (273,0s3,968.00)

Development
exchequer issues

I,533,000,000.
00

(250, 190,000.00) ( 16.3)

Internal revenue 10.400,000.00 13,099,720.00 2,699,720.00 zo

Domestic currency &
domestic deposits

70,880,3 17.00 70,880,317.00 t00

Other sources 12,299,847.00 (21,692,823.00)

TOTAL 3,987,089,884.00 (427,971,108.00) (e.6)

Report on the Examinalion oJ lhe Reprt of the /rtdi
Yeat ended 3dt Jur. 2015

lor-Cen rul on th. Financtal State,l€nts fot th. Narional Covemrncnt lot thc

Recurrent exchequer
issues

(e.s)

I ,282,81 0,000.00

(63.8)

4,458,446,638.
00



The revenue shortfall may negatively impact on the Ministry's capacity to deliver on its planned
and budgeted services.

Submission by Accounting Officer

The Accounting Officer submitted thatit was true that the Ministry collected revenue amounting
to Ksh 3,987,089,844.00 against the budgeted amount of Kshs.4, 458,446,638. Hence the
shortfall of Ksh 471,356,754 during the period under review. The shortfall was occasioned by
under issue of exchequer receipts where the ministry had budgeted for Ksh 4,414,053,968.00/-
but actual receipts were Ksh 3,890,810,000.00 resulting in a shorrfall of Ksh 523,243,968.001. It
is also true that the Ministry had budgeted to collect Kshs.33, 992,670/- from other sources but
realized Kshs. 1 2, 299,847 1 - from bi lateral donors.

The shortfall in revenue totaling to Kshs. 523,243,968/- was due to under issue of exchequers
under botl recurrent and development votes during the year.

The shortfall in revenue of Ksh 21,692,823.001- realized under other sources was due to the

donors not releasing the funds in full within the year under review. It is important to note that
USAID and LTNICEF has continued to support the Department of Culture. Details on shortfall
are as indicated below;

rx)N()R BUD(;I,I' COLLECI'ION

t3,992,670.00 6,299,847.00USAID

UNICEF

TOTAL

000 000.0020 000 000.00

33,992.670.00

6

12,299,847.00

He stated that it was worth noting that the shortfalls in revenue have declined substantially in the

subsequent years due to control measures instituted by the Ministry/Department.

Commiftee Observations and Findings

The explanation by the Accounting Officer that the shortfall of Ksh 471'356,754 during the
period under review was occasioned by under issue of exchequer receipts where the
Ministry had budgeted for Ksh 4,414,053,968.001 but actual receipts were Ksh
3,890,810,000.00 resulting in a shortfall of Ksh 523,243,968.00/- was satisfying.

Committee Recommendations

The National Treasury must at all times endeavor to disburse funds allocated to eyery state
department in good time to facilitate the smooth running of activities.

153.2 Expenditure

A comparison between the approved budget and the actual expenditure revealed that the Ministry
under spent by Kshs.380, 640,409.00 on six (6) expenditure heads:

Report on the E annatton o./the Repo o/theAuJtor-Gen?rc\ontheFtnancalStatedents/o.the.\:atrcnolCovennentfotthe rdBE _Lot
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Expenditure head Budget Kshs. .{ctual Kshs. (Over)/under
Kshs.

(Over)/u
nder
percent

Compensation
employees

of 403,000,000.00 401 ,970,688.00 1,029,312.00 0.26

Use of
services

goods and 891,986,368.00 824,039,626.00 67,946,742.00 9

'fransfers to
Govemment units

other 2,084,300,000.00 | ,828,427 ,199 .00 255,872,801.00 32

Other
transfers

grants and I 1,000,000.00 361,779.00 3.3

Social security benefi ts 4,000,000.00 3,312,420.00 687.s80.00 17.2

Acquisition of assets 1,064,160,270.00 54,742,t95.00 5.1

Domestic
Payments

currency & 83,1 78,523.00 (83,178,s23.00) (r00)

Total .t,458,,{.16,638.00 .1,160,984,752.00 380,6.t0,.t09.00 21.6

Further, the Ministry's statement of receipts and payments reflects Kshs. l, g2g,427 ,199.00 in
respect to transfers to other Govemment units. However, the audited financial statements of the
respective govemment units disclosed to1al actual receipts of Kshs.2, 605,359,164.00. The
resultant difference of Kshs.776, 931,965.00 has not been reconciled. In addition, the Ministry
paid Kshs.83, I 78,523.00 for domestic crurency and payments which had not been budgeted.

Submission by Accounting OIficer

Repott on the Exanfia onofthe Pcpo ollhc
Yeat ended 3d^ June 2015
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The Accounting Officer admitted thatit was true that the approved budget and actual expenditure
as per statement reflected a balance of Kshs. 380,640,409/-. It is also true that the Ministry's
Statement of receipts and payments reflect an amount of Kshs.l, 828,427,199 in respect of
transfers to other government units. This was against actual receipts of Ksh 2,605,3 59,164.00
reflected in the audited financial statement ofthe respective government units.

The under expenditure on the overall vote was caused by inadequate exchequer receipts from
National Treasury. The payment of Ksh. 83,178,523l- under domestic currency and payments

relates to third party money which does rot constitute voted provision.

With regard to resulting differences on amount transferred to other government units, I wish to
clarify that Ksh 1 ,828,427 ,199.00 in the ministry statement of receipts and payments excluded an

amount of Kshs. 975,000,000/- paid to the Semi-Autonomous Government Agencies (SAGAO in
respect of acquisition of their assets. This brings to a total Kshs. 2,803,427,199.00 and not
2,605,359,164 as disclosed in the audited financial statements of respective government units.

Committee Observations and Findings

l. The payment of Kshs. 83,178,5231- under domestic currency and payments relates to
third party money which does not constitute voted provision.

2. Kshs 1,8281427,199.00 in the Ministry statement of receipts and payments excluded an
amount of Kshs. 975,000,0001 paid to the Semi-Autonomous Government Agencies in
respect of acquisition of their assets.

3. The matter is yet to be resolved.

Committee Recommendation

The National Treasury must at all times endeavor to disburse funds allocated to every state
department in good time to facilitate the smooth running of activities.

154. Unsupported Transfer to Ministry Headquarters

The statement of receipts and payments reflects Kshs.l, 828,427,199.00 as transfers to other
govemment units. As disclosed under Note l0 to the financial statements, the figure of Kshs.l,
828,427,199.00 includes an amount of Kshs.S3, 844,527.00 indicated as transfers to the Ministry
Headquarters. Although management has explained it was a recurrent expenditure, no
documentary evidence was provided to support the transfer and account for the utilization of the

funds. In the circumstances, the propriety of the transaction could not be confirmed.

Submission by Accounting Officer

The Accounting Officer submitted thatit was true that the statements of receipts and payments
reflect Kshs. 1,828,427,1991- as transfer to other govemment units.

As disclosed under note 10 of the financial statements, the figure of Kshs. 1,828,427,1991-
includes an amount of Kshs. 83,844,5271- indicated as transfers to the Ministry Headquarters.
The money was incurred in running the operations of the Ministry and the documents have since

been traced and are available for audit verification.

Repo on the Examination oJ the Repott oJ the Auditor-General on the Financial Slalenwntslor the Nalional Govemmenllor lhe
Yeat ended 3dr June 2015
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Committee Observations and Findings

l. The explanation by the Accounting officer that the documents relating to Kshs. 83,
844,527.00 indicated as transfers to the Ministry Headquarters have been traced and
are available for audit verification,

2. The Committee marked the matter as resolved.

Committee Recommendations

l. The Accounting Officer during the period under review, Amb Richard Ekai, should
be reprimanded for failure to provide documents relating to an amount of Kshs,
83,844,5271- indicated as transfers to the Ministry Headquarters within the
stipulated timelines pursuant to the provisions of section 7 a@)@) of the public
Finance Management A ct, 2012,

2. Accounting officers must at all times ensure that they take appropriate measures to
resolve any issues arising from audit which may remain outstanding punuant to the
provisions of section 68(2[I) of the Public Finance Management Ac! 2012.

155. Other Grants and Other Payments

Note 1l to the financial statements indicates that an amount of Kshs.l0, 638,221.00 as, 'other
current transfers, grants'. Although management has indicated that the transfers were in respect
of subscriptions to international organizations the Ministry collaborates with, the list of these
organizations together with confirmation receipts have not been provided for audit verification.
In the circumstances, it has not been possible to confirm that Kshs.10, 638,221.00 was received
by the respective organizations and that is properly accounted for.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the financial statements indicated an
amount of Ksh 10,638,221.001- as other cwrent transfer grants as at 30th June,20l5.lt is also true
that this amount were not supported by documents for transfers to intemational organization

The nloney was budgeted under current grants but as contributions to international organizations.
However, due to budget constraints, some money was used to meet the Ministry's operational
expenses (sporting activities). The relevant documents including payment vouchers, approval of
re-allocation, among other documents are available for review.

Committee Observation and Finding

The explanation by the Accounting officer that the money was budgeted under current
grants but as contributions to international organizations and due to budget constraints,
some money was used to meet the Ministry's operational expenses (sporting activities) was
acceptable as the relevant documents including payment vouchers, approval of re-
allocation, among other documents had been availed for review,

Committee Recommendation

Accounting officers must at all times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within
threemonthsaftertheendofeachfinancialyear pursuant to the provisions of section 81(3) of the
Public Finance Management Ac! 2012.

Repo on lhe Examination oJ lhe Repo of lhe Auditot-Aenerdl on the Financral Statements lot the National Goyemment lot the
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156, Unsupported and Unaccounted for Disbursements to Sports

Section 47 of the Sports Act,2013 states that a body shatl not operate as a sports organization
unless it is registered under this Act. Further, under Section 50 olthe transitional clauses, sports
organizations, which were duly registered under the Societies Act and existing immediately
before commencement of this Act shall be required to apply for registration under this Act within
one (1) year after the commencement of the Act. In addition, the Act stipulates that an existing
sports organization that does not apply for registration within the time prescribed, shall not be

recognized as a sports organization for the purposes of this Act. However, the Ministry ofSports,
Culture and The Arts, disbursed funds totalling Kshs.42, 979,650.00 on patriotic basis to some
organizations which had not complied with the Sports Act,2013 as indicated:

Further, disbursements to Kenya National Sports Council totalling Kshs.l3, 946,900.00 were not
supported by payment vouchers.

In the circumstances, the propriety of the expenditure of Kshs.42, 979,650.00 could not be

confirmed.

a

Payee l)ate Amount Kshs.

Kenya National
Sports Council

t0111/2014 978 360,900

25t2120t5 2763 556,000

27/3/2015 2788 2,000,000

27t5t2015 3393 3,030,000

21t5t20t5 3317 8,000,000

Sofapaka 2350 500,000

Football
Federation

Kenya 3U7t2014 17,439,000

t2t8t20t4 126

3t9/20t4 290

|15/2015 3 168

3/1112014 934

TOTAI, 42,979,650

R.po onthe Emmbotion of he Repo oJ the Auditor-Ceneral on the Financial Statetnents Jor the Nationol Gov.mment lor the
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Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the Ministry disbursed funds amounting to
Kshs. 42,979,650 to organization that had not complied with Sports Act 2013 as far as
registration is concemed. However, at the time when the audit was being conducted, the office of
the Registrar of Sports had just been established and as the Ministry a*iited th" legal &afting of
regulations on registration of sports organizations, it had the obligation to fund the organization.
There were no Intemal Regulations to monitor the activities and operations o1 sporting
organizations under the Ministry, e.g. Kenya National sports council. The Regulations were
with the Attomey General for deliberations. However, after the Attorney General,s
deliberations, the sports Registrar's office issued certificates to these organizations.

Further, the documents in relation to payments made to Kenya National Sports council
amounting to Kshs. 13,946,900 have since been traced and are available for audit.

Committee Observations and Findings

l. The explanation of the Accounting oflicer that the Ministry disbursed funds amounting
to Kshs. 42,979,650 to an organization that had not been registered in compliance with
the Sports Act 2013 on the basis of patriotism was not satisfactory insofar as it coulI
not from thc basis from brcaching the law contrary to the provisions of section 197 (2) of
the Public Finance Management Act,2012 by incurring expenditure without lawful
authority.

2. There were no internal regulations to monitor the activities and operations of sporting
organizations under the Ministry contrary to the provisions of section 73(l)(a) of the
Public Finance Management Act, 2012 has appropriate arrangements in place for
conducting internal audit according to the guidelines of the Accounting siandards
Board.

3. The Accounting officer during the period under review was Amb. Richard Ekai.
4. The matter remains unresolved.

Committee Recommendations

l. The EACC and DCI should investigate the disbursement of funds amounting to Kshs.
42,979,6s0 to an organization that had not been registered in compliance with the
sports Act 2013 with a vierv to establishing whether there was a breach of the
procurement laws and facilitating prosecution accordingly.

2. The Accounting officer during the period under review, Amb. Richard Ekai, must liaise
with subsisting Accounting oflicer to provide an explanation to the Auditor General
incurring wasteful expenditure on behalf of the government contrary to s.6g (2)(a) of
the Public Finance Management Act, 2012 within three months of adoption of this
report.

3. where no satisfactory explanation is not provided to the cS National rreasury and
Auditor General within the stipulated time, Amb Richard Ekai should be surcharged
for incurring expenditure of Kshs. 42,979,650 without Iawful authority pursuant to the
provisions ofsection 202 of the Public Finance Management Act,2012,

Repo on tJL Examination of thc Repo ol th. lLditor-Gereral on the Findnct"t St"t"^"ru 1o, tt "@Yeat end.d 3f hie 20t5



4. Within three months of adoption of this report, the Cabinet Secretary, National
Treasury withholds any funds earmarked for disbursal to any organization that is not
registered under the Sports Act,2012 pursuant to the provisions of sections 196(l) and

20a(2)(c) of the Public Finance Management A cl,,2012 until the Ministry tatrles a report
demonstrating compliance of all affected organizations.

157. Irregular Expenditure on 20th Commonwealth Games

The statement of receipts and payments reflects a figure of Kshs. 173, 894,869.00 in respect of
20th Commonwealth Games' expenditure stated as pending bills incuned in 2013/2014 but
accounted for in 2014/2015. However, the total pending bills repo(ed lor the year ended

201312014 were only Kshs.143, 967,837.00. The resultant difference of Kshs. 29,927,031.70 has

not been reconciled.

As a result, the accuracy and propriety of the expenditure of Kshs.173, 894,869.00 could not be

ascertained.

Submission by Accounting Officer

The Accounting Officer submitted thatit was true figure of Kshs. I 73,894,869.00 reflected in the

statement of receipts and payments was partly occasioned by payments of the previous year's
pending bills (i.e. Kshs. 143,967,831.00) and air tickets bookings and other miscellaneous
expenses totaling to Kshs. 29,927 ,031 .70 including Commonwealth Games that were

enoneously not included in the pending accounts payables for the year. It should be noted that
the event took place on July 2014. Details on omitted pending bills are attached.

Committee Observations and Findings

l. The explanation by the Accounting Oflicer that the figure of Kshs. 173,894,869.00 was
partly occasioned by payments of the previous year's pending bills (i.e. Kshs.

143,967,837.00) and air tickets bookings and other miscellaneous expenses totaling to
Kshs. 29,927,031.70 including Commonwealth Games that were erroneously not
included in the pending accounts payables for the year was unsatisfactory'

2. The Accounting officer during the period under review was Amb' Richard Ekai.
3. The matter remains unresolved,

Committee Recommendations

l. The EACC and DCI must conduct an investigation into failure to include in financial
statements-expenditure of Kshs. 29,927'031.70 on air tickets bookings and other
miscellaneous expenses by the Ministry with a view to facilitating prosecution of any
person or oflicer found culpable which may remain outstanding pursuant to the provisions

of section 68(2[) of the Public Finance Management Acl2012.
2. The Accounting Officer during the period under review, Amb' Richard Ekai, should be

reprimanded for failure to include in financial statements-expenditure of Kshs.
29,927,,031.70 on air tickets bookings and other miscellaneous expenses by the Ministry
pursuant to the provisions of section 7a@)@) of the Public Finance Management Act,
2012.

158. Outstanding Advances

Inctuded in the outstanding advances' balance of Kshs.885, 721.00 arc salary advances of
Kshs.537, 016.00. However, records examined showed that some balances have been long

Report on the E ahination o/ the Report ol the Auditot-G?nerul on ke Ftnncnl Stotetrirnts lor the Nat)onal Govemment lot the rdBe r o /
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outstanding and mostly relate to former employees of the Ministry and their recoverability is
doubtful.

Submission by Accounting Officer

The Accounting Officer submitted thatit was true current status on the long outstanding advances
totaling to Kshs. 537,016.00 that were pending as at 30th June 2015 which are salary aivances, is
as below:

S,t,t o Description Amount Remarks

I Advance recoveries 494,122.65

l Doubtful debts 7l ,254.05 Letter to treasury for write off

J Remiftances
ministries

to other (28,361) Letter fiom treasury approving
write off

TRepo on tha Examina,ion of the Repo oftfu Audi
Year .h&d 3d Jum 20 t 5
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Committee Observations and F'indings

l. The explanation by the Accounting oflicer had written to the National rreasury for
permission to write off long outstanding advances totaling to Kshs. 99,61s.00 that were
pending as at 301h June 2bl5 which are salary advancis and Kshs. 494,,122.6s was
acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendations

Accounting officers must at all times ensure that they adhere to the regime regulating
issuance and recovery of imprest pursuant to the pmvisions of Regulation 93 of de Public"Finance
Management Regulations, 20I 5.

159. Outstanding Imprests

Note 2l to the financial statements shows balances brought forward which include Kshs.l35,
310,107.00 described as imprests. However, t}re 201312014 financial statements reflected a
balance of Kshs.290,010.00 while under Note 17 the outstanding imprest is shown as
Kshs. 1,327,676.00. The management's explanation that the balances in Notes 21 are for
disclosure purposes only and that they do not affect the financial statements, figures, is
eIroneous.

Further, included in the list of outstanding imprests' balance of Kshs .1, 327,676.00 wcre narnes
of two members of parliament with balances totalling Kshs.586, 0g0.00. Management has not
explained the circumstances under which the imprests were advanced to the two members of
parliament.

In the circumstances, the accuracy and recoverability ofthe outstanding imprest is doubtful.

List of recovered staff



Submission by Accounting OIIicer

The Accounting Officer admitted thatit was true that Kshs 290,010 was the imprests outstanding
at the closue of F/Year 201212013 and opening balance in FNear 201312014 while Ksh.
135,310,107 was the imprests outstanding at the end of F/Year 2013/2014 but opening balance in
Flyeu 20141201,5. This was under the note 2l for disclosure ofbalances brought forward in Year
20 1 3 /201 4 and 201 4 1201 5.

An amount of Ksh 1,327,676 was the imprests outstanding at the closure of the F/Year
2014/2015. This amount includes Kshs. 586,080.00.

That had been issued to members of Parliament who were participating in the Ministry's
activities and the same has since been cleared vide the attached surrender vouchers.

Committee Observations and Findings

l. The explanation by the Accounting Officer that the imprests outstanding at the closure
of F/Year 201212013 and opening balance in F/Year 201312014 while Kshs. 135310,f 07
was the imprests outstanding at the end of F/Year 20Bn0l4 but opening balance in
Flyear 201412015 was reasonable.

2. The committee marked the matter remains unresolved,

Committee Recommendation

Accounting olficers must at all times ensure that they adhere to the regime regulating
issuance and recovery of imprest pursuant to the pmvisiors of Regulation 93 ofthe Public Finance
Management Regulations, 2015.

160. Unsupported Balances

160,1 ClearanceAccounts

The statement of assets as at 30 June 2015 reflects a clearance account balance of Kshs.l4,
559,609.00 in (2014: Kshs.65,097,468.00). Note l9 to the financial statements indicate that the
clearance accounts were in respect of outstanding clearance accounts,/District Suspense balances
carried forward. However, no analysis was provided showing the movement or what the
clearance accounts represent.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the statement of assets as at 30th June, 2015
reflect a clearance account balance of Kshs. 14,559,609 (in 2014: Kshs. 65,097,468.00). These
were in respect of district suspense balances carried forward.

The movement of Kshs. 65,097,468.00 to Kshs. 14,559,609 is made up as follows:

Balance carried forward in 2013/2014 Kshs. 65,097,468.00

Districts Suspense in 201412015

Total

Less: General Suspense cleared during

financial year 2014/2015 in respect of

Air tickets for 20s Commonwealth games

Kshs. 462.141.00

Kshs. 65,559,609.00

Kshs. 5l 000 000.00
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Total

Committee Observations and Findings

l. The explanation by the Accounting officer that the statement of assets as at 30th June,
2015 reflect a clearance account balance of Kshs. 14,559,609 (in 2014: Kshs.
65'097,468,00) was in respect of district suspense balances carried forward was
acceptable.

2, The matter remains unresolved.

Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and
comprehensible annual financial statements to the Auditor General within
threemonthsaftertheendofeachfinancialyear pursuant to the provisions of section 8l(3) of the
Public Finsnce Maragement Ac! 2012.

160.2 Suspense Account

The statement of assets as at 30 June 201 5 firther reflects a suspense account balance of Kshs.6,
303,342.00 or l00percent increase fiom a nil balance as at 30 June 2014 with no analysis or
indication of what it represents. As a result, the accuracy and validity of the clearance and
suspense accounts balance of Kshs.2O, 862,951 .00 could not be ascertained.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the statement of assets as at 30rh June, 2015
reflected a suspense account balance of Kshs. 6,303,342 in respect of unaccounted for
transactions for 2013/2014 and 2014/2015 financial year. The Ministry is in the process of
tracing the details of the transactions and the analysis will be provided.

Committee Observations and Findings

l. The explanation by the Accounting officer that the Ministry is in the process of tracing
the details of the transactions and will provide analysis of Kshs. 6,30i,342 in respect of
unaccounted for transactions for 2013/2014 and 2ol4lzols financial year was
reasonable.

2. The matter remains unresolved.

Committee Recommendation

within three months of the adoption of this report, the Aceounting officer must provide
details of the transactions and will provide analysis of Kshs. e,losinz in respect of
unaccounted for transactions for 2013i2014 and 201412015 financial year within three
months of the adoption of this report pursuant to the provisions of section 6g(2)(n) of the
Public Finance Management Act,2012.

l6l. Pending Bills

The Ministry's records indicate that bills totalling Kshs.632,045,720.00 relating to financial year
201412015 and chargeable to Vote I l3l for both recurrent and developmenr iccounts were not
settled during tl-Ie year but were instead carried forward to financial yeat 2015/2016. Had the
bills been paid and the expenditure charged to the accounts for finaniial year 2014/2015, the
statement of receipts and payments for the year would have reflected a deficit of

Report on tk Eumnauon ol thc fupo oJ the
l'eat ended 3dr Jne 2015

AudttoF(ien.ral oh lhe Financial Stateizhls lot the National Goyernncnt Jot the ge

Kshs.I,t,559.609.00



Kshs.805,940,589.00 instead of deficit of Kshs.173,894,869.00 now shom, aside from distorting
the budget allocation for financial year 201512016.

Further, Annex 2 shows other pending payables of Kshs.45, 555,690.00 outstanding since
201212013. It is not clear why grants remain outstanding since 201212013.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the Pending Bills totaling Kshs.
632,045.720 were not settled during the financial year 201312014 but were instead carried
forward to financial yer 201412015.

This occurred due to the following reasons:

i) Lack of Exchequer Issues in Development Vote.

ii) Insufficient budgetary provision in Recurrent Vote as the balance of Exchequer Issues
was used to fund 206 Commonwealth games which were not budgeted for in financial
year 201312014.

iii) Some Bills could not be processed due to insufficient budgetary provisions on the items.

It is also true that pending payables of Kshs. 45,555,690.00 were outstanding since 201217013
hnancial year. This was as a result of the Ministry not receiving the exchequer issue from
Treasury to clear the payables. However, these now lorm part of hislorical pending bills. These
arise due to many sporting programmes and demanding needs.

Committee Observations and Findings

1. The explanation by the Accounting Officer that the Pending Bills totaling Kshs.
45,555,690,00 \ryere not settled during the linancial year 201312014 but were instead
carried forward to financial year 201412015 lack of exchequer issues in development
vote was reasonable,

2. The committee marked the matter as unresolved.

Committee Recommendations

l. Within three months of the adoption of this report, the Accounting Olficer (during
the period under review) must provide details of the transactions and will provide
analysis of Kshs 45,555,690.00 in respect of unaccounted for transactions for
201312014 and 2014/2015 financial year within three months of the adoption of this
report pursuant to the provisions of section 68(2)(n) of the Public Finance
Management Act,2012.

2, Where the accounting officer fails to provide an explanation, they should be
surcharged Kshs 45,555,690.00 pursuant to the provisions of section 202 of the
Public Finance Management Act, 2012.

162. Unreconciled Rent Payments

Records maintained by the Ministry indicate an amount of Kshs.l, 893,079.19 as outstanding
rent payable to Industrial and Commercial Development Corporation (ICDC) - Uchumi House.
However, the statement of account from ICDC as at 30 June 2015 and other correspondences
between the Ministry and ICDC revealed outstanding rent arrears of Kshs.3 8,347,952.61
resulting in an unreconciled difference of Kshs.36,454,873.42.
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Consequently, the accuracy and validity of the rent arrears of Kshs.3t, 347,952.61 could not be
ascertained.

Submission by Accounting Officer

The Accounting Officer admitted that it was true that there were discrepancies in outstanding
rent arrears payable to Industrial and commercial corporation 0cDC) - Uchumi House between
the Ministry records and those ofthe Lessor. The same has since been reconciled and amounts to
Kshs. 38,347,952.6 as at 30s June,20l6.

The rent could not be paid due to insufficient budgetary provisions during the period under
review. However, the Ministry has since been availed with adequate budgetary provisions which
have been used to clear the arrears together with rents for subsequent months vide the attached
copy of payment voucher No. 2l 48 of 6h June, 201 7.

Committee Observations and Findings

1. The explanation by the Accounting officer that the rent could not be paid due to
insufficient budgetary provisions during the period under review, but, the Ministry
has since been availed with adequate budgetary provisions which have been used to
clear the arrears together with rents for subsequent months of Kshs. 3g,347,952,60
was sufficient

2. The committee marked the matter as unresolved.

Committee Recommendation

Accounting officers must at all times ensure that they prepare estimates of expenditure and
revenues of the entity in conformity with the strategic plan pursuant to the provisions ofsection
68(2)(h) of the Public Finance Management Ac! 2012.

163. Disbursements to Pan African Federation of Film Makers

The Government, on 23 December 2013, through the Ministry of Foreign Affairs and
Intemational rrade and Ministry ol Sports, culture and The Arts, entered into a Memorandum of
Understanding (Mou) with Pan-African Federation of Film Makers (FEpACI) on the
establishment of FEPACI secretariat in Kenya for four (4) years, at a cost of Kshs.g4,
000,000.00 per year. The main objective of the financing agreement was to represent the
interests of African film makers in key forums such as African union, African Govemments,
NEPAD and public broadcasting organizations. However, the Ministry disbursed Kshs.g3,
485,637.00 to FEPACI instead ofrhe agreed Kshs.84, 000,000.00.

Although the amount disbursed has been reflected in the privately audited financial statements of
FEPACI as at 30 June 2015, in the absence of itemized budget and expenditure retums to the
Ministry, utilization and accountability of the funds could not be confirmed.

Submission by Accounting Officer

The Accounting officer admitted thatit was true that the Govemment on 23'd December, 2013,
through the Ministry of Foreign Affairs and Intemational rrade and the Ministry of sports,
culture and the Arts, entered into a Memorandum of Understanding (Mou) with pan Afiican
Federation of Film Makers (FEPACI) on the establishment of FEPACI Secretariat in Kenva for

t
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four (4) years at a cost of Kshs. 84,000,000 (eighty-four million shillings). The objective being
to represent the interests of African Film Makers in Key Forums.

The Ministry made a payment of Kshs. 83,485,637 instead of Kshs. 84,000,000 due to lack of
enougl liquidity during the period under review. The money was paid as a grant to FEPACI
which has since categorized its expenditure as evidenced by their annual report and Financial
Estimates for the year ended 30s June, 2015. The documents have since been submiued to the
auditor for scrutiny.

Committee Observation and Finding

The explanation by the Accounting Oflicer that the rent could not be paid due to
insuflicient budgetary provisions during the period under review.but the Ministry made a
payment of Kshs. 83,485,637 instead of Kshs. 84,000,000 due to lack of enough liquidity
during the period under review was suflicient.

Committee Recommendation

The National Treasury must at all times endeavor to disburse funds allocated to a state
department in good time to facilitate the smooth running of activities.

Other Matter

164. Grounded Motor Vehicles

Although Section 129 of the Public Procurement and Disposal Act,2005 provides guidelines and
procedures for disposal of unserviceable and obsolete stores and equipment, a physical audit
inspection exercise carried out at the Permanent Presidential Music Commission (PPMC)
compound revealed that four (4) Motor vehicles GK A756M, GK A905P and GK A7l7G with
undetermined values were lying at their yard with no indication of whether those vehicles would
be repaired or disposed-off as provided for in the Act. Further, GK A756M has been lying at the
yard for over three (3) years.

The vehicles' details are as follows:

Registration No. Make Department Period

GK A7l7G Peugeot Department of Culture 2 months

GK A372P Mitsubishi National Archives 3 months

CK A905P Nissan ExTrail Permanent Presidential Music

Commission 3 months

GK A756M Blue bird Headquarters over 3 years

Besides the clear depreciation in value, such vehicles are also not contributing towards the
achievement of the Ministry's annual objectives.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that four (4) motor vehicles GK A372P, GK
A756M, GK A905P and GK A7l7G with urdetermined values were lying at Permanent
Presidential Music Commission yard unused for a considerable time. It is also true that GK
A756M has been lying at the yard for over three (3) years. It is further fue that apart from the

reciation, the vehicles were idle and contributing less towards ihe Ministry's objectives
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The Ministry has since repaired GK 4372P and GK A717G and the vehicles are now being used.
The vehicle GKA 756M is serviceable as per mechanical assessment and will be repaired as soon
as funds are available. The other vehicle GK A905P has undergone valuation by the mechanical
Engineer from the Ministry of Transport and Infrastructure and is pending disposal.

Committee Observations and Findings

1. The explanation by the Accounting offieer that the Ministry has (1) repaired GK
A372P and GK A7l7G and the vehicles are now being used, (2) The vehicle GKA
756M is serviceable as per mechanical assessment and will be repaired as soon as
funds are available and, (3) the other vehicle GK A905p has undergone valuation by
the mechanical Engineer from the Ministry of rransport and Infrastructure and is
pending disposal.

2. The Committee marked the matter as resolved.

Committee Recommendation

within three months of adoption of this report, the Accounting ollicer must provide
details of the status of the vehicles to the Auditor General in respect of Grounded Motor
Vehicles pursuant to the provisions of section 68(2) (n) of the public Finance Management
Act, 2012.

165. Internal Control Weaknesses

The Ministry does not have proper systems and structures necessary for running the Ministry,
including an Audit committee, Information Technology (lr) policy for managemint and control
of IT firnctions to assure data integrity.

My opinion is not qualified in respect ofthese matters.

Submission by Accounting Officer

The Accounting Officer submitted that as far as the Intemal Control Measures is concemed, the
Ministry has put in place a functional Audit committee and a Budget Implementation
Committee. A Ministerial ICT Advisory Committee has been put in place to look into issues
pertaining to Information Technology (lT) Policy for Management and Control of IT frrnctions
through lefter Ref. No. MOSCA/6/2 (C). VOL I dated l6th October,20l4.

Committee Observations and Findings

l. The explanation try the Accounting officer that a Ministerial ICT Advisory
Committee has been put in place to look into issues pertaining to Information
Technology (IT) Policy for Management and control of IT functions througb letter
Ref. No. MOSCA/6/2 (C). VOL I dated l6th October,2014 was acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendations

Accounting officers must at all times ensure that they prepare a strategic plan for the entity
in conformity with the medium term fiscal framework and fiscal policy objectives of the
national government pursuant to the provisions of section 6s(2)(g) of the public Finance
Management Act, 2012.
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IO.O. MINISTRY OF LABOUR, SOCIAL SECURITY AN'D SERVICES

THE FINANCIAL STATEMENTS FOR VOTE T14

I\{r. Nelson Marwa, the Accounting Officer for Vote I14, the Ministry of Labour, Social
and Social Security and Services accompanied by Dr Ibrahim M Mohammed the
Accounting Olficer and the Principal Secretary- State Department for Labour, James N
Njogu; Supply Chain Management Officer, S.A Njue; Senior Principal Finance Officer,
Jane Thiga; Deputy Director Social Development, Judy Ndungu; Deputy Director In
Charge Of Children, Musa Ul,awdusi; Deputy Director-Department Of Labour, Mutemi
Ngoo; Senior Children OIIicer, Samuel Mungui; Accountant, Cecilia Mbaka; DDSD,
Samuel Thuula; DCSHS, Alice Mwaniki; SDSP appeared before the Committee on 19rh

October,20l8, to adduce evidence on the audited Financial Statements of Vote ll4 Labour,
Social Security and Services for the FinancialYear 201412015. Minutes of the Committee's
sittings and the submissions tabled by the Accounting Officer are annexed to this report.

Basis for Qualified Opinion

166. Differences between the Amounts Transferred to Other Government Units

The statement of receipts and payments reflects a figure of Kshs.13,726,714,725.00 as transfers

to other Govemment units. This amount differs with the trial balance figure of Kshs.l3,
342,7 65,032.00 by an unexplained difference of Kshs.338, 949,693.00. Further, analysis of the

amounts transferred to other Govemment units indicated a figure of Kshs.13,726,714,725.00
while the audited financial statements for the respective entities reflect total receipts of
Kshs.13,577,618,5 56.00 resulting in differences of Kshs.570,849,425.00 (over) and

Kshs.432,367,834.00 (under) as follows:

Transfers to other Government units

Entity Ministry
Kshs.

F/S Entity F/S Kshs. Over Kshs. Under Kshs

OVC-CT 6,037 ,521,647 5,466,672,222 s70,849,42s

Older Persons-

OP.CT
5,217,830,000 s,637,990,334 420,160,334

NCPWD I,223,400,000 1,223,400,000

NCCS 56,200,000 57,792,500 12,207,500

NITA 425,500,578 42s,s00,s79
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CWSK 761 ,250,000

DOSH FLIND 5,012,500 5,012,500

TOTAL t3,726,714,725 t3,577,618,556 570,849,42s 432,367,834
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The material differences between the Ministry records and the other units have not been
reconciled. As a result, the accuracy, propriety and accountability of the transfers to other
Goverrunent Units could not be confirmed.

Submissions by the Accounting Officer

The accounting officer admitted that it was true that the amounts reported in the statement of
receipts and payments reflects a figure of Kshs.13,726,714,725.00 as tra.nsfers to other
Govemment units which differs with the trial balance figure of Kshs. 13,342,765,032.00 the
differences has so far been reconciled and agreed with the financial statements.

CT OVC and CT OP being Cash Transfers for orphans and Vulnerable Children and Cash
transfers to older Person respectively are programs implemented within the ministry. The
programmes are therefore not considered as separate entities with different financial statement.
Nevertheless, the difference reported as over and under transfers resulted from discrepancy in
itemization ofthe chargeable account in the budget. Both programs are in the same categories of
Cash Transfers.

The Ministry transferred/disbursed funds to the National Council for Children Service in two
tranches totaling Kshs 56,200,000 as reported in the Ministry Financial Statements. The details
of the transfers are as per attached copies of payment vouchers together with approvals, (Annex
166.1&2).The dilference should have been Kshs 1,592,500 and not Kshs l2,2o7,soo as reported
in the Audit report.

Committee Observations and Findings

I' The Committee noted that despite the explanations by the Accounting Oflicer to the
effect that the difference reported as over and under transfers resulted from
discrepancy in itemization of the chargeable account in the budget and that both
programs are in the same categories of cash rransfers, the explanation is
unsatisfactory owing to the fact that reconciliation statements were not submitted in
time to support the submission.

2. The committee therefore notes that the issue remains unresolved and reconciliation
statement should be provided.

Committee Recommendation

The Accounting Officer must at all times ensure that reconciliations are done in time and
the complete financial statements submitted to the auditor general within three months



after clos€ of the Financial Year as provided for in Article 229 (4)(h), and section 81 4(a) of
the Public Finance Management Act 2012.

167. Pending Bills

The pending bills amounted to Kshs.362, 447.830.10 for both the Recurrent and Development

Vote I l4l which were carried forward to 201512016 financial year. Had the bills been settled

and expenditure charged to t}re account for FY 2014/15, the statement of receipts and payments

would have reflected a reduced surplus of Kshs.451,738,514.90 instead ofKshs.814,186,345.00
now shown. Further the schedule of pending bills did not indicate contract numbers or even

invoices to support then. Further during the yeat 201412015, the Ministry paid debts totaling
Kshs.5, 291,190.00 comprising of Kshs.2, 424,690.00 for advertising and Kshs.2, 866,500 for
flowers relating to the period between 2011-2013.It was observed that these debts had never

been declared as pending bills in the previous financial years. Consequently, the validity and

propriety of the pending bitls of Kshs.362, 447,830.10 and the debts paid of Kshs.5, 291,190.00

could not be confirmed.

Submission by the Accounting Officer

The accounting officer admitted that it was true true that the Ministry at the end of 201412015

Financial Year had pending bills totaling to Kshs. 362,447,830.10. It is also true that these

pending bills were carried forward to 2015/2016 Financial Year. The main reason for non-

payment of these bills was due to shortfall of exchequer issued from the National Treasury. The

Recurrent Vote actual Exchequer receipts during lhe 201412015 Financial Year were Kshs.

8,336,300,000 against the Net Budget ofKshs. 8,688,995,289 for the period under review. This

resulted to the Ministry incuning pending bilts to the tune of Kshs. 362,442,830.10 as per the

attached List of Pending bills. However, the Pending bills have been settled as per the attached

list.

Committee Observations and Findings

1. Thc (,,rrrmittee noted that dcspite thc fact that the pending Bills had heen scttled,

tvvu 1rr,.' lnent vouchers relatirrg to Advertising and flowers u'hich wcre nr:rde in
sul)porl ,)f lhe payment could not be traced.

2. The Accoulting Officer did not explain the debt of Kshs 5,291,190 which was
purportcdly incurred in thc procurcment of Advertisement and flowers the period
of 201212013 and subsequently paid as a pending bill in the FY 201412015.

3. The Accounting Officer during the year under review was Mr. Ali Noor Ismail.

4. The matter relating to the Pending Bills of Kshs 5,291,190 remains unresolved.

Committee Recommendations

l. The Cabinet Secretary National Treasury should invoke power assigned under
section 13 (1)(d) of the Public Finance Management Act 2012 to compel Mr. AIi
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Noor Ismail to provide within three months after adoption of this report, the basis
for making a payment totaling Kshs 5,291,190 used for the purported procurement
of advertising and flowers,

2. where no satisfactory explanation is provided to the cs National Treasury and
Auditor General within the stipulated time, Mr. Ali Noor Ismait should be
surcharged pursuant to section 65 of the public Audit Act and prosecuted for
financial misconduct pursuant to section l9g(lxi) of the public Finance
Management Actr 2012.

3. The ECC and DCI are directed to carry out an investigation relating to the payment
totaling Kshs. 5, 291, 190 used for advertising and flowers with a view to
establishing whether there was a breach of Iaw initiating prosecution against person
found culpable,

168. Irregular Lease Payments

During the year under review, the Ministry paid Kshs.68, 046,579.00 for the rented office spaces
at Social Security llouse. However, a review of the lease agreements for the respective floors
rented revealed that the actual payments totaled Kshs.27 , 750,737 .40 while the total amount
according to the lease agreements should have been Kshs.26, 070,7g1.92. The resultant
overpayment of Kshs.l, 679,955.48 ought to be recovered. Further, payments totaling Kshs.12.
171,508.80 were below the amounts in the respective lease agreement total of Kshs.l6.
639,968.00 by Kshs.4, 468,459.20.In addition, two lease agrcements were not availed for audit
review for payments totaling Kshs.22, 983,886.20. In the , ircumstances, the accuracy, validity
and propriety ofthe lease payments could not be ascertaine(i.

Submission by Accounting Officer

The accounting offioer admitted that it was true thar thc N4inistry paid Kshs. 6g,046,570.00 for
the rented olfice spaces at National Social Security Ilouse. It is also true that according to thc
lease agreement thc amount due and payable for rhe F/y 2014/2015 should have been Kshs.
26,070,781.92, while thc actual payment made was Ksh.27 , 7 50,737.40 resulting lo a difference
of Ksh.1, 679,955.48. Since the lease payment runs lor 6 years payable on quarterly basis rvith
efl'cct from 1stJanuary,20l3 December,2018, the resultant Ksh.l ,679,955.4g was treated iis a
pre-payment for thc subscquent quarter as the Ministry continucs to occupy the said premises.

Committee Obsen,ations and Findings

l. The cxplanation of treatment of the resultant tlifference of Ksh.l, 679,9ss.4g
between the actual payment of Ksh.27, 7s0,737.40 and Kshs. 261070,7g1.92 as pre-
payment is not satisfactory since it was not supportcd hy any lease agreemetrt.

2' The Ministry made a total payment of Kshs.12, I 7l .s0g.g0 against a lease agreement
of Kshs.16, 639,968.00 resulting to an underpayment of Kshs.4, 46g,459.20.

T
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3. Two lease agreements totaling Kshs.22, 983,886.20 were not availed to the auditor
for review.

4. The Accounting Officer during the year under review was Mr. Ali Noor Ismail.

Committee Recommendations
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l. The Accounting Officer should ensure that the resultant difference of Kshs.l,

619,955.48 which was purportedly paid as a prepayment is fully recovered from
Social Security House within three months of adoption of this report.

2, The Accounting Officer must at all times ensure all lease paymcnts are made in

accordance with the lease agreements and any prepayments should be supported by

the lease agreements.

3. The Cabinet Secretary National Treasury should compel Mr. Ali Noor Ismail to
provide within three months of adoption of this report, an explanation for the

failure to provide the lease agreements for review.

4. Where no satisfactory explnnation is provided to the CS National Treasury and

Auditor General within the stipulated time, Mr. Ali Noor Ismail should be

investigated and if found culpable, be prosecuted for financial misconduct relating

to failure to provide information under the officer's control pursuant to section

198(lXk) of the Public Finance Management Act, 2012'

5. The EACC and DCI are directed to carry out an investigation relating to the

payment.

169. trregular and Inconsistent Basic Salaries

'.,',.1 Analysis of the payroll data provided revealed that one hundred and ninety nine (i99)
ujllcers were earning a higher basic salary than what was stipulated in the salary scale structure

for their job groups which as at 30 June 2015 totaled Kshs.8, 959,195.15. 169.2 Comparison of
IPI>D Payrotl Records with the Trial Balance Further, the ll)PD palroll records reflected total

employee compensation of Kshs.l, 517,668,269.00 whilc the trial ,,rrlance reflected Kshs.l,

46+,174,175.00 resulting in a difference of Kshs.53, 494,095.00. No reconciliation has been done

for the two sets of records. ln the circumstance, the accuracy and propriety of the employee

compensation could not be confirmed.

Submissions of the Accounting Officer

The accounting officer admitted that it was true that one hundred and ninety-nine (199) officers

were eaming a higher basic salary than what was stipulated in thc salary scale structure for their
job groups. These payments were occasioned by belated salary arrcrrrs on promotions and

releases of salaries on conclusion of disciplinary cases. The personal tjlcs for the one hundred

and ninety-nine ( I 99) officers have been verified.



Committee Observation and Finding
'l'he Committee was informed by the Accounting officer that the personnel file for the 199
officers who were earning a higher basic salary than what was stipulated in the salary scale
structure for their job groups had been verified but not yet availed to the Auditor-General
for review.

Committee Recommendations

l. The current Accounting Officer should avail the personnel file for the 199 officers
who were earning a higher basic salary than what is stipulated in the salary scale
other than what was stipulated in the salary scale structure to the Auditor-General
for review.

2. The current Accounting Officer must at all times provide unrestricted access of all
documents to the Auditor General as provided for in section 9(le) of the pubtic
Audit Act 2015.

169.2 Comparison of IPPD Payroll Records with the Trial Balance

Further, the IPPD payroll records reflected total employee compensation of Kshs.l,
517,668,269.00 while the trial balance reflected Kshs.l, 464,174,175.00 resulting in a difference
of Kshs.< . 494,095.00. No reconciliation has been done for the two sets of records. In the
circumsr,urce, the accuracy and propriety ofthe employee compensation could not be confirmed.

Submission of the Accounting Officer
'lhe accounting officer admitted that it was true that the IPPD payroll records reflected total
tnrployee compensation of Kshs 1 ,51'.- ,669,269.00 while the trial balance reflected Kshs
1.464,174,17 5.00 resulting in a difference of Kshs 5i,494,095.00. Ilowever, at the rime of
rrrnning the trial balance, the salary journal for June 2015 had not been captured in IFMIS and
thus the difference. Copies of IPPD salary by-products for all the months including the month of
.lunc 201 5 which was not reflected in the trial balance have been attached.

(lonrmittee Observations and Findings

l. 'I'he explanation by the Accounting officer that at the time of running the trial
b:rlance, the salary iournal for June 2015 had not been captured in IFMIS is not
convincing since the Accounting Officer has a period of three months after the close
of the financial year within which a financial statements should be prepared and
submitted to the Auditor General.

2. 'fhe resulting difference of Kshs s3,49.1,095.00 was paid through a payment voucher
and not the IPPD system. Further the the explanation of the matter by the
Accounting officer is not satisfactory.

T
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Committee Recommendations

l. Accounting Olficers should always ensure that reconciliations are done in time and

the complete financial statements submitted to the Auditor Ceneral within three

months after close of the Financial Year as provided for in Article 229 (4)(h) of the

Constitution and section 8l (a)(a) of the Pubtic Finance Management Act 2012 .

2. The erstwhile Accounting officer Mr. Ali Noor Ismail should provide a satisfactory

explanation of the resultant difference of Kshs. 53,494'095'00 to the Auditor
General.

3. Upon analysis by the Auditor General, any officer found to have been overpaid, the

cash should be recovered.

170. Outstanding Imprests

The statement of financial assets for the year ended 30 June 201 5 reflects a balance of Kshs. 12,

089,334.25 relating to outstanding imprests while imprests records reviewed indicated a balance

of Kshs.7, 689,71 I .60. The resultant difference of Kshs.4, 399,622.65 has not been reconciled or

explained. Further, imprests totaling Kshs.714, 749.90have been outstanding since financial year

81 2}l3l2}l4. In addition, imprests amounting to Kshs.l, 574,988.00 were issued to officers

before sunender of previous ones. No reasons have been provided for failure to adhere to the

financial regulations goveming the issuance of imprests.

Submission of the Accounting OIficer

The accounting officor admitted that it was true that the statement of financial assets for the year

ended 30 Junc 2015 reflects a balance of Kshs 12,089,334.25 relating to outstanding imprests

while imprets records reviewed indicated a balance of Kshs 7,689,71 1.60.The resultant balance

has been reconciled. The issuing of more than one imprest is rogrettable and will not be repeated

again. Attachetl rs the reconciliation ofthe outstanding imprests.

A letter to the Director Human Resource and Development to recover the outstandintl irnprests is

attached.

Committee Observations and Findings

l. There was a resultant difference of Kshs.4, 399,622.65 between the imprtst records

reviewed by the Auditor and outstanding imprcst held by various officers.

2. The Accounting Officer failed to effectively manage and control issues of imprcst by

issuing a further imprest of Kshs'1, 574,988.00 of olficers who had not surrendered

previous imprest contrary to Regulation 93(8) of the PFM (National Government)

Regulation 2015.

Rcporl on the Etuninolion ol the Reporl oJ the Audilor-General on lhe Finaacial Stateneh$Iot the National
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3. The Accounting officer failed to recover outstanding imprest within 4g hours
pursuant to the provisions of Regulation 93(7) of the pFM (National Government)
Regulation 2015.

4. The Accounting officer during the year under review was Mr. Ari Noor Ismair.

5. The issue remains unresolved.

Committee Recommendations

I' Mr. Ali Noor Ismail, the Accounting officer during the year under review should be
held responsible for issuing a further imprest of Kshs.l, 574,9gg.00 to oflicers who
had not surrendered previous imprest contrary to Reguration 93(g) of the pFM
(National Government) Regutation 2015.

2. The Accounting officer has taken inordinately long period of time to recover the
outstanding imprest.

3. The erstwhile Accounting oflicer Mr. AIi Noor Ismail should be held liable for not
recovering an outstanding imprest of Kshs. 2.5 million contrary to the provisions of
93(7) of the PFM Regulations (National Government) Regutation 2015.

l7l. Accuracy and Completeness of the Financial Statements

171.1 Unconfirmed Cash Balances

The statement of assets reflect a cash balance of Kshs.300, 766.00 (Note 22B). However, the
Ministry did not provide conesponding IFN4IS records of'rhe cash book balance as at 30 June
2015. In the abscrce of the IFMIS cash book balance, the accuracy of the cash balance of
Kshs .l()(). 7(r(r'00 .irown in the statement of assets could not be ascertained. Furthcr, the trial
balancc rellccts under cash and bank account balances of Kshs.7.g49,6g().+ l 0.55,
Kshs.22.-141 .9(r0,679. gI a116 Kshs.32,200,285.00 for recurrent, development arrd cash in hand
respectiveh which have been omitted in the financial statentents.

Submissions of thc Accounting Office r
The aocounting officer admitted that it was true that the statement ofassets reflect a cash balance
of Kshs 300.766.00 and its true the Ministry did not provide corresponding II,MIS rccord. By
this time thc cash nlanagement module in IFMIS had not been activated and thcrefore no lliMIS
cash book could harc been produced. Fu(her the trial balances figures for the bank b3l;rnces
could not be agreed rr ith the source documents because the bank reconciliation module in IIjMIS
was inactive. Neverthclcss, the board of survey certificate confirming the cash and banl halarrces
in the cash book as prrmary source of data is attached as confirmation of the figures in the
financial statements.
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Committee Observations and Findings

1. 'fhe Accounting Officer did not provide complete financial records including

statements of assets and corresponding IFMIS records to the Auditor General at the

time of audit. This is contrary to the provisions of Article 229 (4)(h), and section 81

4(a) of the Public Finance Management Act 2012 which require that the Accounting

Oflicer must submit financial statements to the auditor general within three months

after close of the I'inancial Year.

2. The explanation by the Accounting Officer that IFMIS had not been activated and

therefore no IFMIS cash book could have been produced was not convincing. 'fhis

demonstrates incompetence on the part of the Accounting Officer and officers who

are paid to prepare financial statements

Committee Recommendations

1, Accounting Officers must at all times provide complete financial records including

statements of assets and corresponding IFMIS records to the Auditor General

within the stipulated period of three months after close of the Financial Year as

provided for in Article 229 (4)(h), and section 81 4(a) of the Public Finance

Management A ct2012.

2. The Accounting Officcr must at all times discharge his/her responsibilities in
management of Public finances as provided for in Section 68 of PFM Act 2012

171.2 District Suspense Balances

l'he statement of assets rcflects a district suspense account balance ol Kshs.2, 606.855, 375.00

which differed with the trial balance figure of Kshs. I , 696,801 ,417 .65 by Kshs. 910,053,957.00.

Further, the analyses provided in support of the district suspense balance indicates a figure of
Kshs.1,099,103,652.20 result,, ,, in a difference of Kshs.1,507,751,722.80. The differences hare

not been reconciled. In view ol the foregoing, the accuracy ar-rd cornpleteness of the financial

statemcnts could nol he ascertained.

Submission of Accounting Officer

The accounting olficer admiucd that it was true that the district suspense account balance of
Kshs 2.606,855,3 75.00 in the financial statement differed with the trial balance figures. The

balances include old balances brought forward lrom the financial year 20l3l20l4.The National

Treasury through Public Financial Management Reforms constituted a task force to deal with the

old balances which is still ongoing and the preliminary report on the old balances are as per

attached.

Committee Observations and Findings:

1. The District suspense account dating back to the financial year 2013/2014 has not

been reconciled five years down the line despite the stipulated period of three

Epon on the Exontnation olthe Report oJthe Auditorc?nerul on the Finorriot 5,u,",,",,,$iiiiio*Giiiir 1., i-nage LB3
Year ended 3dh June 2015

I



months after close of the Financial Year as providcd for in Article 229 (4)(h), and
section 8l 4(a) of the Public Finance Management A ct 2012.

2. The explanation of the Accounting officer that the National rreasury through
Public Financial Management Reforms constituted a task force to deal with the old
balances rvhich is still ongoing was not convincing to the Committee.

3. The National rrcasury's Task Force which was constituted in the Fy 2015/16 to
deal with old tralances has taken inordinately long period of time to conclude its
work,

Committee Recommendations

l. The District suspense account dating track to the financial year 201312014 should be
reconciled and records submitted to the Auditor-General for review within a period
of three months after adoption of this report,

2. The CS National Treasury should ensure that Task Force which was constituted in
the FY 2015/16 to deal with old balances should complete its work within a period of
nine (9) months from August 2018 that is by April 2019 and submit its report to
the Auditor-General and the National Assembly.

172. National Council for Children Seryices

The National Council for Children Services is a department under the Ministry of Labour, Social
Security and Services.

172,1 Unsupported Disbursements to various Adoption Societies and Chilttrcn Charitable
I nstitutions

During the year 201412015. grants totaling Kshs.8, 200,000.00 were disbursed to vari.us
r\,|rlltion Societies and Children Charitable Institutions. Hor.vcver, there r.r as no budget/worr
plitn indicating how the grants were to be utilised and in a few expenditue retums seen the funds
rvcre used to buy cars, computers, travelling, seminars and workshops. Further, the criteria used
t' ' itlontify the beneficiary organizations have not been disclosed. In addition, an itemized budget
slror,'ing how the grants were to be utilized and disclosure of the identification criteria and
,',.rtion of the respective institutions has not been provided lbr audit review. The beneficiary

instilutions were: 82 Grants to Adoption Societies and children charitablc Institutions.

P.V.\O. DATE PAYEE AMOUNT - KSHS.
2171t 28.01.15 Lirtle Angels Nerwork 2,000,000.00

211t) 28.01.15 Kenya to Kenya peace Initiative 2,000,000.00

ll ',r 28.01.15 Kenya Children,s Home 2,000,000.00

21 " t) 28.01 . I 5 Buckner Adoption Society 2,000.000.00

51.'i 29.06.15 Amani Na Wema Children,s Home 200,000.00

IRef."t on the Exaninatton ofthe Report oJ tha Auditorj.
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In the circumstances, it n..Til'u"", possibte to confirm -.:#'l'*,'Jtotaling Kshs.8,

200,000.00 went to the rightful beneficiaries and that they were used for the benefit of the

adopted children.

Submissions of Accounting Officer

The accounting officcr admitted that it was true that during the yeu 201412015, grants totaling

Kshs. 8,200,00U.(|0 wcre disbursed to four Adoption Societies and one Children Charitable

Institution (CCI).

The Adoption committee in the meeting held on 17s June, 2014 tasked the Department of
Children's Services Secretariat to come up with a criteria on how the Government grant to

strengthen and enhance local adoption would be utilized. On lOrhJuly,2014 vide letter Ref.

AFC|S?A CYOL VII (2) the Secretariat issued the Adoption Societies with a standardized way

of utilizing the government grant. The letter stipulated that the societies could incur expenditures

on payment ol legal and Administrative lees for the adoption process, pre and post adoption

training of adopting parents, capacity building of stakeholders, awareness creation and capital

expenditure.

The criteria used to identifu the beneficiary organizations was based on the premise that the five
Adoption Societies were the oniy duly registered in the country at that particular time after

having fully complied with the legal requirements. The Children Charitable Institutio r. Amani

Wema Children's Home was identified as the home that had complied with the CCI Rt gulations,

2006 and having the best standard practices for care ofchildren.

Therefore. the grants totaling to Kshs. 8,200,000.00 went to the rightful beneficiaries and were

utilized for the intended purpose as demonstrated above.

Committcc Obscrvations and Findings

L The grant totaling Kshs.8, 200,000.00 that was disbursed to four Adoption Societies

and one Children Charitable Institution (CCI) in the FY 201412015 was not utilized

for the right purpose. The money was used to buy cars, computers, travelling,
senr in ars and workshops;

2. Tht Accounting Officer submitted that on lOth July,2014 vide letter Ref. AFC/8/24
CVOL VII (2) the Secretariat issued the Adoption Societies with a standardized way

of utilizing the government grant; and

3. The Adoption Societies and the Children Charitable Institution did not adhere t<r

the content of the letter which stipulated that the societies could incur expenditures

on payment of legal and Administrative fees for the adoption process, pre and post

}i;\,1anlhe|.\1],l,'llnno/lheRePooIlheAudllorCeneralonth"Fino,,iolS,o,"^"@
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adoption training of adopting parents, capacity building of stakeholders, awareness
creation and capital expenditure.

Committee Recommendations

l. The cabinet Secretary in charge of children's adoption affairs and children's
charitable Institutions, should within three months of adoption of this report
embark on developing a comprehensive national policy on Government support to
adoption societies and children charitable institutions;

2' The four adoption societies and children charitable institutions, who benefited from
the Government grant but violated the provisions on utilization of the funds as was
provided for vide letter Ref. AFCl8l24 cvol- vII (2) from the Secretariat should
not benefit from future Government support until cteared by the Auditor General;
and

3. The Accounting officer should within three months of adoption of this report
develop guidelines that ensure only deserving institutions and rightful children
benefit from such Government grants.

172.2 Unsupported Expenditure

Audit of records maintained at the Embu West Sub-County Children's Office revealed that rhe
office incurred expenditure totalling Kshs.756,100.00 on travelling expenses, motor ychicle
repairs, a.nd on general goods and serviccs of Kshs.299,400.00, Kshs.265,500.00 and
Kshs.191,200.00 respectively. However. no docurnentary evidence was provided to support the
expenditure figures. In the absence of supporting documents, the propricty of the Kshs.756,
100.00 cxpenditurc could not be confirmed.

Submission of the Accounting Officer

The accountin. Ilcer admitted that it was true that records maintained at the Emhu West Sub-
county' Childn :. office revealed that the office incuned expenditure totaling Kshs 756,100.00
on trarclline (.i:cnses, Vehicle repairs and general goods and services of Kshs 299,400.00,
Kshs.265. 50(t ttg 6n6 Kshs 191,200 respectively. It was also true that no documentary evidence
was providcd to suppo( the expenditure figures. However, the documents have been availed and
verified.

Committee Observation and Finding

The Authority to Incur Expenditure (AIE) holder for Embu west sub-County children's
office, failed to submit to the Auditor General with three months, documentary evidence to
support the expenditurc figures totaling to Kshs.756, 100 incurred in the Fy 20l4ll5t
Committee Recommendation
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The Accounting Officer should at all times ensure that AIE holders submit supporting
documentary evidence within the stipulated time and adhere to responsibilities of AIE
holders as contained in the PFM (National Govcrnment) Regulations 2015.

172.3 Doubtlul Imprests

The imprests register maintained at National Council for Children Services offices revealed that

imprests warrants totaling Kshs.4, 163,786.00 had not been recorded in the imprests register and

therefore not accounted for. Further, imprests totaling Kshs.3, 640,301.00 were surrendered

without following the required authorization and accounting procedures necessary for the

management and control of imprests. The surrenders therefore were not in accordance with the

Government regulations goveming the issuance of imprests. In the circumstances, the validity
and propriety ofthe expenditure incurred through imprests totaling Kshs.7, 804,087.00 could not

be authenticated.

Submission of the Accounting Officer

The accounting officer admitted that it was true that the imprest register maintained by the

National Council for Children Services as at 30th June 2015 did not record Imprests amounting to

Kshs. 4,163,786.00 in the imprest register book. It was also true that another set of Imprests

amounting to Kshs. 3,640,301.00 was sunendered without proper authorization by the relevant

officers within the ministry.

The anomaly has since been corrected and all the above mentioned imprests were recorded and

the necessary authorizations made. The imprest register and the imprests have been availed for
audit review.

Committee Observations and Findings

l. The imprest register maintaincd by the National Council for Children Services as at

30tr'June 2015 did not rcctird Imprests arr, 'r,rting to Kshs. 4,163,786.00 in the

imprest register book.

2. The Accounting Officer failed to effectively manage and control imprest by failing
to register an imprest of 4,163,786.00 in the imprest registcr bool< and allowing
surrender of arr,ilher set of Imprests amountinq to Kshs. 3,640,301.00 without
proper authorization contrary to Regulation 93 of the PFM (National Govcrnment)
Regulation 2015.

172.4 Cash Balance

The cashbook of the National Council for Children Services reflects a cash balance of Kshs.9,

462.402.80 as at 30 June 2015. However;

i) Examination of the cashbook revealed that payments totaling Kshs.l5, 180,870.00 were

entered in the cashbook but, no payment vouchers were made available for audit review

to support the payments.

Reportl)nlheExaninaliol1oIlheRepolloIlheAudilol-GenerulonlheFino,,,utStot",n@
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ii) Further, payments totaling Kshs.6, 216,188.00 for the period I July 2014 to 30 June 2015
had not been posted in the cashbook.

iii) Although the cashbook had a closing balance of Kshs .134, j67 .oo as at 30 June 2014, the
opening balance for the year 20l4l20ls reflects Kshs.513, 6s0.95 resulting in an
unexplained difference of Kshs.378, 883.95. iv. In addition, the cash book closing
balance of Kshs.9,462,402.80 as at 30 June 2015 was not certified by the annual Board of
Survey Committee as required and no monthly bank reconciliation statements for the year
201412015 were produced for audit review. In view of the foregoing, the accuracy of the
National council for children services cash balance of Kshs.9, 462,402.90 as at 30 June
2015 could not be confirmed.

Submission of the Accounting Officer

(i) It was true that payments totaling Kshs. 15,180,870 were entered in the cashbook but no
payment vouchers were availed at the time of the audit. However, the payments
vouchers have been verified.

(ii) The unposted payments of Kshs. 6,216,188.00 in the cashbook have since been
reconciled, posted in the cashbook updated and availed for audit review.

(iii)lt was true that the cashbook had a closing balance of Kshs.l34, 167.00 as at 306 June
2014 and' the opening balance lbr 2015116 reflected Kshs.513, 650.95 resulting into a
difference of Kshs.378, 883.95. This was a casting error which has since been
corrected as per attached cash book extract for the closing and opening balance for
20141 15 and 201 5/ 16 financial years respectively.

(iv)lt was true thal the cash Book balance as at 30ftJune,20l5 of Ksh.9,462,402.g0 was not
certified by board of Survey committee. This was an oversight which has since bcen
corrected by having the boards of survey committee ccrtify the cash llook as
required.

Committee Observations and Findings

l. 'I'he Accounting officer did not provide complete financial records including
payment vouchers totaling Kshs. 15,180,820 to the Auditor General at the time of
audit. This is contrary to the provisions of Article 229 (4')(h), and section gl 4(a) of
the Public Finance l\{anagement Act 2012 which require that the Accounting
Officer must submit complete financial statements to the Auditor-General within
three months after clrse of the Financial year.

2. 'rhe Accounting olfice r failed to ensure timely reconciliation of unposted payments
of Kshs. 6,216,188.00 at the time of audit.

3. The Accounting olficer also failed to ensure reconciliation of opening and closing
cash book balances resulting into a differcnce of Kshs.37g, gg3.95 at the time of
audit.
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4. Further the Accounting Officer failed to ensure that cash book balance as at 30th

June, 2015 of Ksh.g, 462,402.80 rvas certified by board of Survey committee.

5. The above failures clearly d€monstrate the inability of the Accounting Officer to
manage public finances. It also demonstrates incompetence of officers in the

Accounts Department of the Ministry to discharge their functions including basic

bookkeeping and reconciliation.

Committee llecommendations

l. Mr. Ali Noor Ismail has consistently demonstrated his inability to manage public
finances. The Cabinet Secretary National Treasury should never at any time
appoint Mr. Ali Noor Ismail as an Accounting Officer for any State

Department/Government Agency. If Mr Noor is presently an accounting officer, his

appointment should be revoked within three months of adoption of this report.

2. The Cabinet Secretary National Treasury should ensure that officers seconded to

Accounts and Finance Departments of various MDAs are qualified and competent

to discharge their responsibilities. Further, officers in Accounts and Finance

Departments of MDAs should be members of ICPAK as provided for in

Accountants Act No.l0 0f2008 as amended through the Finance Act of2018.

173. Incomplete Research Institute Office Complex

Occupationii Salcty and Health Services of the Directorate of Occupational Safety and Health

Services (DOSll) is a department of the Ministry of Labour and East Aliican Affairs that is
concemed rvith factory inspection, workers health and safety at work. In the year 2009/2010, the

Directo', rc rnade a proposal to the Ministry lbr construction of a rescarch institute office
compler trr assist it keep abreast with changing issues in as far as work environment, health and

safely ,', rvorkers is concerned.

174. ( L,rr: 'ruction works

'l'he c, . uction of the project commenced on 28 February 2010 at. an estimated cost of
irshs.4t, 1)00,000 however, the expected completion date was not specified.

Su bmissi,,n of the Accounting Officer

lt was true that the estimated cost of the project by the Ministry of Puhlic u,orks was Kshs
,1tt0,000,000.00. However, the expected date of completion was not specified since this was just

an estimatc ofthe expected cost ofthe project.

Committee Observations and Findings

l. 'fhe construction of Occupational Safety and Health Services rcsearch institute
office complex, which was proposed in the FY 200912010 and comrnenced on 28th
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February 2010 at an estimated cost of Kshs.480, 000,000 did not have a specified
completion datc.

2. The conccptualization of a construction project worth Kshs. 4g0 Million without a
specified completion date demonstrates lack of proper project planning and
management by the Government.

3. The explanation by the Accounting olficer that the expected date of completion was
not specified since this was just an estimate of the expected cost of the project was
not convincing since the tenets of project management requires that a project should
have a definite start and completion date at the inception stage.

Committee Recommendations

l. The construction of Occupational Safety and Health Services Research Institute
office Complex, which was proposed in the Fy 200912010 and commenced on 2gth
February 2010 at an estimated cost of Kshs.480, 000,000 should be fully funded and
completed.

2. The CS National rreasury should establish project management teams in the MDAs
whose mandate should include conceptualization of viable projects with definite
completion timelines and adhere to the tenets of project management.

175. Delay i. (iompletion of construction works Due to Implementation of Builders
Works in Phases

Although tlre construction of this projcct started in thc llnancial year 200912010 the project is
still not complete scven (7) years later. The builders' works were dividct.l into five (5) phases
with the construction being advertised, evaluated and awarded to different contractors per floor
as Iirllows:

I'hasc

T

Phasc I Lunao

Enterprises

Basement,

Ground and

I st Floor

Makuyu
Construction
Ltd 2nd and

3rd Floor

Contract
pcriod

t5/3t2(t10
t 5/10/2010

30/4t2014

Complction
date

Contract sum
(Kshs)

t4/8/2012 71,239,810.00

17 /7 /2012-
t7 /7 t20t3

l5/3t2010

l7 /7 !2012 77,931,974.40
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Phase 3 Bluestream

Enterprises

4th and Upper

Level Floors

t5l5/2014
1st9/20t4

tstst20t4 34,242,682.t7

Phase 4 Bluestream

Enterprises

Rarnp

Fittings,
Electrical &.

Mechanical
Installations

31312015

3t3/2015-
22t6/2015

28/L2/2015 140,377,360.60

Phase 5 Finishing
Works

awarded

not

However, approval by the Ministerial Tender Board Committee and rationale for this mode of
construction has not been provided for audit review. The implementation of the builders' works

starting with the basement, ground and first floor being done by a one contractor the second and

third floors by another one and fourth and the upper levels by yet another contractor has led to

delay, escalation ofadvertising and tendering costs and contract variations as follows:

Submission of the Accourtrng Olficer

It was true that the construction work for the institute were being done in phases. This was based

on funds allocated to the project in each financial year. In 200912010 financial year the treasury

allocated Ksh 71,000,000 towards the cost ofthe project.Accordingly the Ministry advertiscd for

the building works (l)irase l) through an open tender against the available funds which was

adjudicated and awarcie d by the Ministerial Tender Committee (MTC) to Lunao Enterpriscs at a

contmct sum of Kshs 7 I ,239,81 0.80. Phases 2 and 3 were awarded to M/s Makuyo construction

Co Ltd and M/s Blue stream Enterprises Ltd at contract sums of Kshs68. 126,344.40 and

30,751,500.05 respectir,cly. Phase 4 was awarded to Bluestrezrm Enterprises t.td at a contract

sum of Kshs 140,337,3(t0.66. Had the funds been availed at once, the project would havc been

implemented within 130 weeks.

Committee Obserryations and Findings

l. The construction of Occupational Safety and Health Services research institute

oflice complex, which was proposed in the FY 200gt2|lD and commenced on 28th

February 2010 at an estimated cost of Kshs.480' 000,000 is still not complete eight

(8) years down the line.

RePollonlheExaninalionorlheRePorloIlheAudilor-GenerulonlheFina,,iolS,o,",*@
Year ended 3d' June 2015
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2. The Ministerial render committee (MTC) awarded the construction contact to
Lunao Enterprises at a contract sum of Kshs 71,239,g10.90. phases 2 and 3 were
awarded to M/s Makuyo construction Co Ltd antl M/s Blue stream Enterprises Ltd
at contract sums of Kshs68 , 126,344.40 and 30,75I,500.05 respectively. while phase 4
was awarded to Blue stream Enterprises Ltd at a contract sum of Kshs
140,337,360.66.

3. The completion of the construction contact has been delayed due to delay in availing
funds for its completion. Had the funds been availed at once, the project would have
been implemented within 130 weeks.

4' The Accounting Officer failed to avail the Ministerial Tender Board Committee and
rationale for awarding the contract to five contractors for audit review.

Committee Recommendations

The construction of Oecupational Safety and Health Services Research Institute Office
Complex, which was proposed in the FY zo0g/2010 and commenced on 2gth February
2010 at an estimated cost of Kshs.480, 000,000 should be fully funded and completed within
two (2) year after the adoption of this report to avoid any further costs and contract
variations.

176. Contract variations

The original contract sunr\ \\cre varied several times and amounted to Kshs.20,006,737.7g up to
phase three (3) as indicatt.,: hclow

( rrrr lract sum (Kshs) Total (Kshs)

64.536,284.34

68.126,344.40 77,931,974.40

30,75 I ,100.05

On-going 140,377,360.60

20,006,737.78 323,791,827.20

Suhnrission of thc Accounting Officer

T

Variation
(Kshs)

0rdcr

6,703,s25.66

9,80s,630.00

3,497,582.12

Phasc I

Phasc 2

Phasc 3

Phase 4

Phasc

140,377,360.60

Phase 5

Total 303,791,089..10

Repo on the Exafiinntt ." the Repo4 ol the AuditoFAe
Year ended 3d^ June 2015

neral on the Fihancial Statemnts lor the Natiorul Gorrernment for the a8e

7l,239,810.00

34,242.682.17

At tendering stagc



It was true there was a contract variation for phase 2 caried out by M/S Makuyo Construction

Ltd amounting to Kshs 9,805,630 and phase 3 by M/s Bluestream Enterprises Ltd for Kshs

3,497,582.2 on approval by Ministerial Tender Committee (MTC). However, lWs Lanao

Enterprises were paid Kshs 70,336,593.35 against a contract sum ofKshs 71,239,810.80, leaving

a balance of Kshs.903, 217.45 after analysis of statement of final accounts by the Ministry of
Public Works. It is not true that the contract sum for IWs Lunao Enterprises was Ksh

64,536,284.34, the construct sum was Kshs 71,239,810.80 as correctly reflected in paragraph

175 ofyour Report above.

It was not true that the Bills of Quantity (BQs) for phase I were not availed for audit review

while those ofother phases were scanty enclosed are BQs for phase 1.

The final accounts for phase I prepared by the County Quantity surveyor, county works office,

Nairobi gives a detailed analysis of the total expenditue of the project including provisional sum

originally estimated at Kshs. 22,010,000.

Committee Observations and Findings

l. The construction contrnct sum was varied from Ksh. 303,791,089.40 to

323,791,827.20 representing a contract variation of Ksh. 20,006,737.78.

2. The variation of the completion of the construction contract is attributable to delay

in availing funds for its completion.

Committee Recommendation

The construction of Occupational Safety and Health Services Researeh Institute Office

Complex, which was proposed in the FY 2009n010 and commenced on 28th February

2010 at an estimated cost of Kshs.480, 000,000 should be fully funded and completed

within two (2) year after th, udoption of this report to avoid any further costs and

contract variations.

177 . Poor Workmanship and Record Keeping

An audit inspection undertakcn on 10 February, 2016, revealed that the signage listing the

contractors had not been erected as required and evidence of poor workmanship was observed

especially the constnrction o1'basement, ground and the first floor as foll()\\ s:- Phase 1 Phase one

involved the construction of the basement, ground and the first floor. However, tender

docunrcnts, site meetings and progress reports were poorly maintained making difficult for the

project lile to be followed.

Phase I was supposed to start on 15 March 2010 and end on 15 October 2010, a period of30
weeks. However, the contract was terminated on 14 August 2012 which was one year and ten

months beyond the agreed completion dates. No final account was issued by the project manager

indicating the work done as per the BQs and work not done and the handing over minutes were

also not seen.

P,rPorlonlheF,xnninlllonorlheRePorloIlheAudilorCenerolonlheFi,on,iots,ot",*@9l
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Phase II and III The same issues were observed in phase II and III where the start and completion
dates were exceeded and no final accounts were prepared g5 discharging the contactors.
Handing over minutes were also not availed for audit review. The basement floor constructed at
a total cost of Kshs.7l,239,810.00 was at the time of the audit inspection, full of drainage water
due to poor waterproofing, poorly reinforced concrete base which was as at the time of the audit
being reconstructed by the contractor for phase four (4). The foundation of the building was
therefore not properly done and the stability of the building is questionable thus endangering the
safety of workers of which the directorate is mandated to inspect/detect in other workplaces.
Available information obtained indicates that a submersible pump has been installed for pumping
water from the basement. Bills of Quantities (BQs) for phase I were also not availed for audit
review while those for the other phases were scanty. The total cost of advertising for each phase
could not be established owing to the absence of the necessary documentation. A site clearance
(Element No. I ) Bill of Quantities made available in respect of IWs Lunao Enterprises indicated
provisional sums totaling Kshs.22, 010,000.00 which could not be confirmed as follows:

'l otal 22,010,000.00

T

Provisional Sums Amount (Kshs)

Prime cost sum for both electrical and
mechanical works

Main contractors profits (3 percent)

8,500,000.00

Project management expenses 500,000.00

JBC fluctrrltions

C-'ontingcncies

5,000,000.00

7,500,000.00

tit pott on the l.\:, :nation olthe Report ofthe
J'cat eh.led 3d" tr'r' 2015

Auditor-Cenerdl on the Financial Statements lor the National Goyemment lor th,

The proicct cost is likely to escalate from the estimated cost of Kshs.480,000,000.00 considering
that work on phase four (lv) has not been complcted and the contractor was not on site and
phase five (v) is yet to be awarded after being ad'erlised. In view of the foregoing, the propriety
of thc contract costs and value for money for the works carried out could not be confirmed.

Submissions of the Accounting Offrcer

The llnal accounts for phase I prepared by the county euantity surveyor, county works office,
Nairobi arr ' r'ives a detailed analysis of the total expenditure of the project inctuding provisional
sum origir ,rlly estimated at Kshs. 22,010,000.00. I,'urther, the contractual work has been carried
out as re('.''cd and all the requisite tesrs have been carried out to ensure the building is sorurd
struclural t rrtegrity.

255,000.00



Committec Observations and Findings

l. The project cost is likely to escalate from the estimated cost of Kshs.480,000,000.00

considering that work on phase four (IV) has not been completed and the contractor
was not on site and phase five (V) is yet to be awarded after being advertised; and

2. The Committee noted that the construction of office complex for Occupational
Safety and Health Services which is a government agency mandated with ensuring

occupational .:rl'ct has been marred with poor workmanship and exposed to

possible occu r,:rtional safety hazards;

3. The basement floor constructed at a total cost of Kshs.7l,239,810.00 was at the time
of the audit inspection, full of drainage water due to poor waterproofing, poorly
reinforced concrete base which was as at the time of the audit being reconstructed

by the contractor ;

Committee Recommendations

l. The construction of Occupational Safety and Health Services Research Institute
Oftice Complex, which was proposed in the FY 200912010 and commenced on 28th

February 2010 at an estimated cost of Kshs.480, 000,000 should be fully funded and

completed within two (2) year after the adoption of this report to avoid any further
costs and contract varintions;

2. The Accounting Officer must ensure that the construction of the office complex is

undertaken following the right standards and any poor workmanship correcte<l to

avoid possible occupational safety hazards; and

3. The Ministry of Public Works should inspect the building and table their report to
Parliament within a period of six months of the adoption of this report.

Other matter llasis lirr Qualified Opinion

178. Budgctary Cont rol and Performance

l78.l.l l{evenue

Item Budget (Kshs) Excess/(Shortfall)
( l..shs)

Exchequcr
Recurrent

8.688,99s,289.00 8,3 36,300,000.00 ( 152,695,289.00)

Exchequcr

Development

1 1,682,523,636.00 10,678,728,2:r0.00 r 1,003,795,406.00)

Proceeds Nil i64,264,428.00

Repoflonlttljt'ninaliol]dlheRepolloIlheAudilof-Genera[ontheFinon"i,ts,onunni,i@
'{eat endcd Ja't' June 2015

Actual (Kshs) Excess/(Shortfa
ll) percent

4 percent

9 percent

364,264,428.00 I 00perccnt



100,00() ()00Proceeds

from foreign
bonowings

71,614,2t9.00 (28,3 85,781.00) 28 percent

Proceeds

from Sale of
assets

I 04,8 14,480.00 63,143,019.00 (41 ,671 ,46r .00) 40percent

Other

Receipts

109,600,000.00 3,459,700.00 ( 106,140,300.00) 86 97 percent

Total 20,68s,933 5r 7,s09,s96.00 l ,168,.123,809.00

178.1.2 Recurrent and Development Revenue

The Ministry's approved recurrent budget reflected exchequer receipts or
Kshs.8,688,995,289.00, however the actual receipts amounted to Kshs. g,336,300,000. ()0
resulting in a shortfall of Kshs.352,695.289.00 or 4 percent. The shortfall was largcll atrributa6le
to failure to rcceive exchequer issues. Similarly, the Ministry had budgeted for dcr,elopnrcnt
revenue of Kshs.11,682,523,636.00 but received Kshs.10,67g,72g,230.00 resulting in a shortlall
ol Kshs. 1 .(r( ).r.795.406.00 or 9 percent. The shortfall was attributed to lengthy world Bank
procedures rvhrch affected receipts for the Children's Department and the Social prolection
Secretariat.

Submissions of thc Accounting Officer

The Ministry's approved recurrent budget reflccted exchequer receipts of
Kshs.8,688,995,289.00, however the actual receipts anrounted to Kshs.g,336,300,000.00
resulting in a shortfall of Kshs.352,695,289.00 or 4 percent. The shortfall was largely
attributable to lailure to receive exchequer issues.

Similarly, the Ministry had budgeted for development revenue of Kshs.l 1,6g2,523,636.00
but received Kshs.10,67t1,728,230.00 resulting in a shortfall of Kshs.1,003,795,406.00 or 9
percent. The shortfall was attdbuted to lengthy world Bank procedures which affected
receipts for the children's Department and the Social protection Secretariat.

Committee Observations and Findings

Repo on ttu l:ronhatton of tte Report of tte ,tuditorljanerol
Yeor ended 30' June 20t s

on the Firrancial Stalenen\ Ior the National Govemmehr lor the

from
Domestic

Borrowings

6 percent



1, The Ministry's approved recurrent budget rellected exchequer receipts of
Kshs.8,688,995,289.00, holever the actual receipts amounted to

Kshs.8,336,300,000.00 resulting in a shortfall of Kshs.352,695,289.00 or 4 percent;

2. The shortfall was largely attributable to failure to receive exchequer issues.

Similarly, the Ministry had budgeted for development revenue of
Kshs.11,682,523,636.00 but received Kshs.10,678,728,230.00 resulting in a shortfall
of Kshs.1,003,795,406.00 or 9 percent; and

3. The shortfall was attributed to lengthy World Bank procedures which affected

receipts for the Children's Department and the Social Protection Secretariat.

Committee Recommendations

1. The CS National treasury should ensure that funds are relcased to MDAs in time to
avoid delays in implementation of Government projects;

2. The Accounting officers implementing donor funded activities such as the World
Bank projects should put in place project teams that are conversant with
conditionality and procedures of such projects.

I 78.1.3 Appropriations-in-Aid (AIA)

Further, the Ministry collected Kshs.364, 264,428.00 in respect of proceeds from domestic

borrowings which had not been budgeted for. In addition, three (3) items with a total budget of
Kshs.314,414,480.00 only collected Kshs.138,216,938.00 resulting in a shortfall ofKshs.l76,
197,542.00 or 56 percent. The exchequer underfunding and under collection of AIA impacts

negatively on the planned and budgeted services and development projects.

Submission hy Accounting Officer

The accounting officer stated that further, the Ministry collecLed Kshs.364,264,428.00 in rcspcct

ofproceeds t'rom domestic borrowings which had not been budgeted for. In addition, three

(3) items with a total budget of Kshs.314,414,480.00 only collected Kshs.l 3 8,21 6,938.00

resulting in a shortfall of Kshs.1 76, 197,542.00 or 56 percent.

The exchequer underfunding antl under collection of AIA impacts negatively on the planned and

budgeted services and developnrcnt projects

Ovcr/
under(Kshs)

Compensation

of Employcc:

170.s62,829.00

Use of goods 28 percent

|.i:.rIonlheExamnallonoIlheReporloJlheAu(lilorGenerulontheFina,,iolSto,,-"@
:.rr ended 3dt' June 20t 5

Actual (Kshs) Over/ under
pcrcent

l0 percent

I tcnr Budget (Kshs)

| ,634,737 ,004.00 1 .464 ,17 4 ,17 5 .00

3 ,300,679,827 .00 2,3 83,893,325.00 9l 6,786,502.00



and Services

Transfers to

Other Govt

Units

14,198,172,t29.00 13,726,714,725.00 47 1 ,457 ,404.00 3 percent

Committce Observations and Findings

l. Ministry collectcd Kshs.364, 264,428.00 in respect of proceeds from domestic
borrowings which had not been budgetcd for in the Fy;

2. Itcms with a total budget of Kshs.3l4, 414,480.00 only collected AIA of Kshs.l3g,
216'938.00 resulting in AIA revenue shortfall of Kshs.l76, 197,s42.00 or 56 percent;

3. The exchcquer underfunding and under collection of AIA impacts negatively on the
planned and budgeted services and development project

Committce Ilccommendations

I. Thc Accounting officer should prepare realistic AIA revenue targets that they are
sulc of collecting since under
inrplementation of budget;

collection of AIA negatively impact the

2. 'l'he Accounting Officer rts the receiver of revenue should ensure that the designated
collcctors of AIA put mu rimum effort to collect the revenucs;

179. 1.)rpenditure

Iludgct (Kshs )

Compcnsation of
Employces

1,634,737 ,004.o0

3,300,679,827.00

14,198.1'72,129.00

400,811^9.i3.0(r

I,l3r,880,500.()

Actual (Kshs) u ndcrOve r/
perccnt

1.464,t74,17s.00

(Over)/
(Kshs)

170,s62,829.00

u nder

10 percent

Use of goods and
Services

9l 6,786,502.00 28 percent

l'ransfers to Other
(lor.'t Units

2,3 83,893,325.00

13,726,714,725.00 47 | ,457 ,404.00

Other Gra-nts and
l'ransfers

400,257,669.00 55s,264.00

Acquisition of 732,217,814.00 399,662,686.00

0.1percent

35 percent

3 percent

Repo on lhe Emfiination o/ tfu Repo olthe Audi
lear ended 3d' Jun 2015
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Assets

'l'ota 
I 20,666,282,393.00 I 8,707,257,708.00 1,9s9,024,68s.00 9 pcrcent

The Ministry had budgeted to spend Kshs.20, 666,282,393.00 but actual expenditure amounted

to Kshs.l8, 707,257,708.00. The under expenditure was attributed to late receipt of exchequer

issues leading to pending bills and unimplemented projects and services.

Committee Observation

The Ministry had budgeted to spend Kshs.2O, 666,282,393.00 but actual expenditure
amounted to Kshs.l8, 70'1 ,257 ,708.00. The under expenditure was attributed to late receipt

ofexchequer issues leading to pending bills and unimplemented projects and services.

Committee Recommendation

The CS National treasury should ensure that funds are released to MDAs in time to avoid

delays in implementation of Government projects

a"p." i ,n" rr*,."tion of he Repott oJth. Autttk)r Aeneral on the Finorriot 5a,"."i"1o, rn"iiiitaoru,-*;/ ;; ?6EfI9y
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11.0. MINISTRY OF ENERGY AND PETROLEUM

FINANCIAL STATEMENT FOR VOTE 115

Eng. Joseph K. Njoroge, the Accounting officer appeared before the public Accounts
Committee of thc 11th Parriament accompanied by the foflowing officers Andrew Kamau;
Principal Secretary (Petroreum), Michaer w. Mwangi; Director Administration, Mary N.
Mwangi; senior Assistant Director suppry chain, Schorastica Maiteka; principal Internar
Auditor, Mary wanyonyi; Chief Accountant, veronica Kamau; chief Accountant,
Timothy Gakua; Chief Economist, Elisha Muragi; Senior Finance Officer, Ngundo J.
Muriithi; senior Accountant, John M. Murigi; senior Accountant, Joseph NJoro; CS
Geologist, Fauzia Shauri; DS Petroleum to adduce evidence on the audited Financial
statements of Vote I l5 the Ministry of Energy and petroreum for the Financiar year
2014/2015. Minutes of the Committee's sittings and the submissions tabled bv the
Accounting Officer are annexed to this report.

Basisfor Qualified Opinion

180. Tax Revenues

The statement of receipts and payments reflects tax revenues amounting to Kshs. 4,720,932,71g,
as disclosed under note I to the financial statements. This differs with the tax revenue amount
verified through the Ministry's records on petroreum Deveropment Levy by Kshs. 327,67g,754
as itemizcd:

Balance as per

Financial

K'hsKshs Kshs

5% Rural lllectrifi cation

PetoleumDevelopment

Ilccci tslromUse olGoods 1,000,000,0 1,000.000,000

Royalties on OilExploration 503,260,7 s03,260,733

Royalties on G( ()thermal

Total 4,720,,932,7 \018,611,472 (327,679,754)

alance as per

Information available from rr:arragement indicates that the difference of Kshs.327, 67g.754
represents tax receipls excludcd from the financial statements. This is aftributed to an enoneous
joumal entry effected to adjust development bank opening balance but was instead posted into
the petroleum development lely account. This has in effect reported an eroneous deficit of
Kshs.l37, l58,000instead ofa surplus of Kshs.190,521,000 in the stalcnrent of receipts and

TI ortin
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payments. Consequently, it was not possible to confirm the completeness and accuracy of the

tax revenue receipts of Kshs.4,720,932,718as reported in the financial statements.

Committee Observations and Findings

The Committee marked the matter as resolved.

Committee Recommendations

Accounting Officers must ensure that they submit financial statements for review at least

within three months after the end of the financial year purcuant to the provisions of section

8l(4)(a) of the Public Finance Management Act,2012.

l8l. Accumulation of Funds- Ministry Headquarters

Available records and information indicate that the Ministry of Energy and Petroleum

headquarters construction fund operated by the National Oil Corporation of Kenya

(NOCK) had an uncommitted balance of Kshs.5 89,821,694 as of 30 June,20l5 analyzed as

follows;-

Particu la rs Amount (Kshs)

Uncommitted fund balance brought forward from20l3/2014 612,474,703

Transfers into tlre fund during the year (201412015) 248,7t9,4t0
'l'otal funds avai]able for expenditure in2014/2Q15 86 t .194.1 l3

Less commitments during ll, )'ear (201412015)

Proposed construction of access road(MOEP/ONT/08/20 14-20 I 5) (23,347,119)

Proposed partitioning of MOEPHQs (MOEP/ONT/09/2014-2015) (248,025,300)

589,821,694Uncommifted balance as at30June 2015

llowe vcr. confirmation rece ipt from NOCK indicates a balance of Kshs.5l6, 791,688 resulting in

an uncxplained difference ol'Kshs.73, 030,006. Management has not provided explanation lor
the discrepancy. Therc is also no plan for the utilization of the uncommittcd balance and thc

accrued interest despite the ad. anced stage of completion of the headquarters building.

in the circumstances. it was not possible to confirm the accuracy ard validity of the Ministry

transfers to NOCK on account of headquarter building

Committee Observation and Findings

The committee marhed the matter as unresolved.

ReportonlheEtaminalionorheRePolloIlhe/1udilo|aeneratontheFl*n,,ulS,o,"."@
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Committee Recommendation

Accounting Officers must ensure that they submit financial statements for review at least
within three months after the end ofthe financial year pursurnt to the provisions of section
8I(a)(a) of the Public Finance Management A ct,2012.

182. Presentation of Personnel Emoluments

Included in the acquisition of assetsexpenditure of Kshs.3l, 47l,li7,o0o under purchase of
vehicles figure of Kshs.33, 009,000 and as disclosed under note l8 to the financial statements is
the cost of one motor vehicle with a cost of Kshs.7,000,000.rnformation and documents
available indicate that the amount is a one off car allowance paid to the Cabinet Secretaries as
per the National Treasury Circular. Consequently, the classification and presentation of the
expenditure is inappropriatc and not in conformance with Intemational public Sector
Accounting Standards cash basis of accounting.

Committee Observations and Findings

The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officers must ensure that they submit financial statements for review at least
within three months after the enrl , rf the financial year pursuant to the provisions of section
8l(a)(a) of the Public Finance Management A ct,2012.

183' Compliance with Public Procurement and Disposals Act (Prefercncc and Reservations)
Included in the Ministry's expe,,rlirurc of Kshs.32,165,726.000 on assets acquisition and use of
goods and scrvices and as discloscd under notes l2 and l8 to the financial statements iue own
direct procurement of goods and services amounting to Kshs.2,030,7g l,g2g. The Ministry,s
quarterly rcporting on 30% Puhlrc Procurement Preferencc and Reservations report indicates that
it awarded tenders to the yourh. r.vomen and persons with disabilities amounting to Kshs.59,
771,797 reprcsenling 2.9Yo ol tl)( i)rocurement. This is against the set threshold of not less than
30% as pe-r regulation 3l (l),,l the Public Procuenrents and Disposals (preferences and
Reservations Regulations amen(i(,(l).

Committee Otrservation and Finding

Thr Committee markcd the mattcr as resolved.

Committee Recommendation

Accounting Officers must ensure that they submit financial statemcnts for review at least
within three months after the cnd ofthe financial year pursuant to the provisions ofsection
81(a)(a) of the Public Finanm Management A ct,2012.

Repo on the ttDninotion olthz R?port ofth. ,tudrroreeneral
Ycat endad 3d^ June 2015
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184. Non-FinancialAssets

184.1 Completeness of the Fixed Asset Register

As noted in the audit report for the financial yeu 2013/2014, the non-current assets acquired in

periods prior to 201212013 have been excluded in these financial statements. Annex I to the

financial statements indicates a summary of the Ministry's fixed assets register as at 30 June,

2015 with historical costs totalling Kshs.99, 163,457,000. This covers assets acquired in the

periods 201212013, 2013/2014 and 201412015 amounting to Kshs.35,855,782,000,

Kshs.3 1,836,498,000 and Kshs.3 I,471,177,000 respectively' This situation is indicative of
significant impairment of properties (assets)

Committee Observation and Finding

The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officers must ensure that they submit financial statements for review at least

within three months after the end ofthe financial year pursuant to the provisions ofsection

8l(a)(a) of the Public Finance Management Act,2012.

184.2 Land without Title Deeds

As reported in prior year, the Ministry does not have title deeds for some ofthe parcels of land in

Kericho, Kisii, Migori, Bukura, Uasin Gishu, Kitui, Wambugu and Mitunguu Energy Centres.

Information available indicates that the process of acquiring titles for some of the land parcels

has been ongoing for significantly long durations. It is therefore, not possible to verify the

rightful ownership of these properties.

In light ofthe above paragraphs, it is not possible to give an opinion on the carrying values ofthe

ass( 1s irs reflected in the financial statemcnls.

Cri lurr rtt oc Observation arrd !-inding

Tlre committee markcd the mattcr as unlcsolved'

(r,rnmittee Recommendation

Within three months of the adoption of this report, the Accounting Officer must secure and

provide the Auditor (leneral with titlcs to the land in Kericho, Kisii, Migori, Bukura,uasin

Gishu, Kitui, Wambugu and Mitunguu Enerry Centres pursuant to the provisions of

section 68(2)(n) of the Public Finance Management Acl,2012-

Other Matter

185. Utitization of Resource Ccntre at Mitunguu in South Imenti Sub{ounty

During the financial yeat 201212013, the Ministry expended amounts totalling Kshs.44, 636,192

to put up Mitunguu Energy Resource Centre with the completion and hand over date of25 July

Repo odthe Examhation o.l the Repo of the Auditor-General on the Financial Slalements lot lhe Na, ional G ove rnmenl

Yeot e ed 3dr June 2015



2013. As in previous yeeis (2013/2014) audit report, the viability of the centre due to non_
optimal utilization was questioned. The management in its response to the public Accounts
Committee (PAC) sitting committed to fully operationalize the Cenlre and provided a business
plan. However as at the time of the audit visit in october 2015, the facility continued to remain
idle as the business plan had not been implemented. In light of the above paragraph, I am unable
to confirm whethcr there is value for money on the expenditure over the p-;".t. rury opinion is
not qualified in respect of this matter.

Committee Observation and Finding

The Committee marked the matter as resolved.

Committee Recommendation

witbin three months of the adoption of this report, the Accounting officer must provide
details of the occupation and ut ization of Mitunguu Energy Resource centre to the
Auditor General pursuant to the provisions of section 6g(2) o of the public Finance
Management Act,2012.

Other Matter

186. Over Expenditure on use of Goods and Services

The Fund during the year under review, incurred -.\penditure totalring Kshs.2 r 9,967,601 on
payments for use of goods and services againsr ar approved budget of Kshs.g0,000,000 thus
resulting in a budget overrun of Kshs.119.967,60 I or l75oh. The Fund is therefore in
contravenli(). of the Public Financial Management Act 2ol2 Section 43 (2) (c) which providcs
for seeking supplementary approval for appror cd cxpenditure exceeding l0%.
Committee Observation and Finding

The Committcc marked the matter as resoh,cd,

Committee Rccommendation

Accounting officers must ensure that they obtain supprementary approvar for approved
expcnditure exceeding 107" pursuant to the provisions of section a3(2) (c) of ttre public
Finance Management Act, 2012.

PETROLEUMD EVELOPMENT LEVY FUN D

Basis for Qualificd Opinion

187. Bank Balances

The reported bank balances as at 30 June 2015 ofKshs.337,0g0,69g exclude receipts in bank
of Kshs'6, 975,322 in regards to interest income and expenditure associated to withholding tax
of Kshs. l, 046.29t'i relating to the year under review. This resulted in the understatement of
bank balance and rcceipts income by Kshs.5, 929,024.

Report on rhe Exonnt. .t ot tLr Report oftk Auditoro
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Consequently, the accuracy ofthe bank balance could not be confirmed.

Committee Observations and Findings

The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officers must at all times ensure that they submit financial statements for
review at least within three months after the end of the financial year pursuant to the

provisions of section 8l(a)(a) of the Public Finance Management Act,2012.

f 88. Non-Compliance with the PDL Act Cap a26(C)

Contrary to the Petroleum Development Fund Act Cap 426C Section 4 which provides for

payment of funds appropriated by parliament for the purpose to the Fund account, the National

Treasury transferred Kshs.1, 458,700,000 to the Ministry of Energy and Petroleum's main

account instead of the Petroleum Development Fund Account of which the Ministry expended

the amount received to five institutions for budgetary support without the relevant supporting

documentary evidence. Payments from the Fund ought to be for development of common

facilities for distribution or testing of oil products and for matters relating to development of oil

industry as the Minister may direct.

In the circumstances, the propriety of the expenditure of Kshs.l, 458,700,000 could not be

confirmed.

Committee Observation and Finding

The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officers must at all times ensure that they ensure that all expenditure made

by the entity is lawfirl and authorized pursuant to thc provisions ofsection 68(2)(a) of the

Public Financc Managcment A ct,2012.

Other Matter

189. Use of (ioods anrl Services

The financial statemenl:. ,rf the Fund, and as disclosed in note 3 reflect expenditure of Kshs.26,

525,594, under usc o1'gootis and services of which there was no budgetary provision set for the

expenditure. consequently, the Fund is in breach of Section 196 of the Public Finance

Management Act,2012 on seeking approval prior to expending public funds' My opinion is

not qualified in respect of rhis matter

Committee Observations and Findings

The Committee marked the matter as resolved'

Rcport on the Ertdtnahon oJthe R, 1"'rt o! rhe Audilot4eherul on the Financial Statenenlslor the Notiondl GowmmenlJot lhe
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PETROLEUMTRAINING LEVY FUND

Basis for Qualified Opirion

190. ExcessExpenditure

The Ministry during the year under review, incurred expenditure totaling Kshs.66 9,970,270 on
payments for use ofgoods and services, transfer to other government units and interest
payments in comparison to an approved budget of Kshs.600,000,000 thus resulting in a budget
overrun of Kshs .69,970,270 or l2%o. The Ministry is therefore in contravention oflhe public
Financial Management Act 2012 Section 43 (2) (c) which provides for seeking supplementary
approval for approved expenditure exceeding l0%.

Committee Observations and Findings

I' The committee was informed that there was an error and that the Ministry wourd
reduce its expenditure to recover the over expenditure incurred in the previous
year.

2. The Committee marked the matter as resolved.

191. Unsupported Imprest Surrender

Included in the training expenses amount of Kshs.s41,og7,go4 and reported under use ofgoods
and scrvices is an imprest surrender of Kshs.7,g00,000 on account of ,powering 

Freedom,
campaign during the launch of olkaria IV 140 MW power plant. This expenditure has not been
supported with relevant documentation. consequently, it has not been possible to confirm the
validity and accuracy ofthe Kshs.7, 800,000 training expenrJiture as reported

Committec Observations and Findings

I. The committee was informed that there was an error and that the Ministry wourd
rcduce its erpenditure to recover the over expenditure incurred in the previousry.IL The Committee marked the matter as resolved.

192. Complcteness of Reported Revenue

l'hc lotal reported receipts of Kshs.4 r 5,922,716 excrude unreceipted revenues tota[ing
Kshs.74,l03,2l 1.45 earned during the year on account of contributions by oil companies and
ir:icrest earned on deposits. This represents rg% of the reported receipts in the financial
statements. Consequently, the reported revenue is understated to that extent. It was therefore
not possible to confirm the accuracy of the reported deficit in the financial statements.
( onrmittee Observations and Findings

l. The committee was informed that there was an error and that the Ministry wourd
reduce its expenditure to recover the over expenditure incurred in the previous
year.

2. The Committee marked the matter as resolved.

T
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I2.0. MINISTRY OF INDUSTRIALISATION AND ENTERPRISE DEVELOPMENT

FINANCIAL STATEMENTS }-OR VOTE Ir7

Ms. Betty Maina the Accounting Officer, the Ministry of Ind ustrialization and Enterprise

Development accompanied by Mr. Momata Gichana; Senior Chief Finance Officer' Emily

Sabala; Chief Accountant, Lawrence Selei; Economist, Everlyn Ongondi; SPFO, Abraham

Wachira; PFO and David K. Obonyo; DCCD appeared before the 24th September,2018, to

adduce evidence on the audited Financial Statements of Vote 117 the Ministry of
Industrialization and Enterprise Development for the Financial Year 201412015. Minutes

of the Committee's sittings and the submissions tabted by the Accounting Officer are

annexed to this report.

193, Irregular Procurement Practices

193.1 Procurement of Consultancy Services

The Ministerial Tender Committee (MTC) in its meeting held on 25 November 2014 Deliberated

and awarded consultancy services for provision oftechnical support to the Business Environment

Detivery Unit to M/s Strathmore Business School. The Ministry invited bidders but only one

application was received. The tender committee went ahead and awarded the tender to the only

responsive bidder which in effect resulted in use ofdirect procurement method.

From the subsequent payment documents, it was noted that the proforma invoice and invoice

were issued on 6 November 2014 and 17 November 2014 respectively and received by the

Ministry before Local Purchase Order dated 27 November 2014 was raised. Further, whereas the

contract agreement had indicated that hole exercise was to be canied out in tkee months so that

all stakeholders in the department may be involved, the service was done in lcss than a week and

the consultant was paid Kshs.5,940,000 on 2 December 2014 contrary to the terms of the

contract.

No supporting evidence was availed irs to why the consultant commenced work before the

contract was awarded and signed or r('irsons given for use oldirect procurement method for work

that could have been sourced fiom marr consultants defeating the need for fair competition and

fair pricing ofthe tender award.

Submission of the Accounting Offict ,

She submitted that the Ministry started the process of procurement for the Consultancy Services

for provision of technical support to thc llusiness Environment Delivery Unit, awarded to

Strathmore Business School from 20th May 2Ol4 (See attachetl motrix - Annex l). The

Strathmorc Business School had entered into a collaborative arrangement with the IBM to
deliver on the assignment. The Strathmore/lBM Consortium won the contract and was awarded

on 26s Novemb er 2014.

In order to meet the strict timelines under the World Bank's annual cycle for the Doing Business

assessment (that starts in mid-February to mid-October), there was an understanding therefore,

Repo on the Examinat ," af the Report ofthe AuditoFceneral on the Financial Slatenents/or the Nalional Aovernmen
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that the process should begin as the Ministry and the consortia finalized the procurement
process.

she submitted that this activity was in the Ministry's work plan as well as a top priority on CS's
Performance Contract.

Committee Observations and Findings

1. The explanation by the Accounting Officer that in order to meet the strict timelines
under the World Bank's annual cycle for the Doing Business assessment (that starts
in mid-February to mid-october), there was an understanding that the process
should begin as the Ministry and the Consortia finarized the procurement process
was insufficient insofar as she did not submit cvidence requested by the committee
to explain the use of direct procurement method for work that could have been
sourced from many consurtants defeating the need for fair competition and fair
pricing of the tender award contrary to s,74 of the public procurement and
Disposal Act;

2. The Accounting officer did not submit the folowing documents requested by the
Committee; Management letter to Treasury and response from Treasury on the
same, Invitation letter to Strathmore university inviting them to undertake the
research, Minutes of the Ministerial render committee Copies of reports for the
consultant;

3. The Accounting officer during the year under review was Mr. wilson songa.
( lommittee Ilecommendations

l. The (labinet secretary Nationalrre asury shourd compel Mr. w son songa to
provide within three months aftcr rdoption of this report, an explanation for rhc
f:rilure to provide the explanation antl documents to the Auditor General for review
contrary to s.68(2)(l) of the public procurement and Disposal Act.

2' wherc no satisfactory erpranation is provided to the cS Nationar rreasury and
Auditor Generar within the stipuratcd time, Mr. wilson songa shourd be prosecuted
for financial misconduct rclating to failure to provide information under the
officer's control pursuanl (, secri.n l9s(lxk) of the pubric Finance Management
Act,2012.

193.2 Ease of Doing Business Improl.emen t Irrogramme _ phase II
It rvas furthcr noted that the same consultant was awarded the contract for provision of
consultancy services for ease ofdoing busrrcss improvement programme - phase II at a cost of
Kshs.5, 127,200. 'l'he tender was opened o. 26 May 2015, and Local purchase order issued on 9
June 2015 while the invoice by the consultant was raised on 25 June 2Ol5 after thc two parties
signcd the contract on 18 June 2015. The contract stated in the special conditions that the
duration of the contract should take lour (4) months from the date of the contract as is guided by
Repo on th( t-\)qdatrcn olth. Report oJ the Audtor-Gentral on ri
Yeat ended 3l tr 2015
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the work plan submitted by the consultant. The work was eventually completed in less than

three weeks. This also casts doubt as to whether the service had already been mooted earlier and

the tender committee was being used to rubber stamp or to ratify an already consummated

transaction. Further, it is also doubtful to determine whether the relevant stakeholders were

consulted on this transaction. The procurement procedure may not have been followed in

procuring the above two services contrary to Section 68(3) of Public procwement and Disposal

Act, 2005.

Consequently, the propriety and value for money from the transaction's worth Kshs.l 1, 067 ,200

could not be confirmed.

Submission of the Accounting Officer

She submitted that Phase II ofthe Consultancy Services for provision ol technical support to the

Business Environment Delivery Unit was also awarded to Strathmore Business School/lBM

Consortia. This was done through an extension of Contract given the satisfactory delivery of
milestones as spelt out in the Phase I and the long-term natue of the Assignment.

Although the purchase order was issued on 9th June 2015 which was before the contract was

signed, it was done in good faith to facilitate the submission of the Reforms memorandum to the

World Bank before June 306 2015.The meeting noted that the Ministry had been facilitating the

Consultants with letters of introduction, organizing workshops and holding joint meetings with

the Stakeholders. This is therelore to confirm the Consultants met the relevant stakeholders,

while accompanied by Ministry officials. During these visits, thc Consultants reviewed the

business processes and provided advisory services to the i'rocess Owners (Ministries,

Departments and Agencies(MDAS)) MDAs responsible for thc l0 indicators targeted for

reforms) for the business processes to be re-engineered, remodeled and the legal/policy reform

required. The rcforms in the various institutions have been documented and are available in the

respective (r ovcr;rnrcnt Agencies thus confonning the implementation of the task.

Committee Obsen'al ions and Findings

1. Thc explanation by the Accounting Officer that Phase II of the Consultancy Services

for provision of technical support to the Business Environmcnt Delivery Unit was

also awardcd to strathmore Business schoovlBM Consortia and this was tlone

through arr cxtension of Contract given the satisfactory delivela of milestoncs as

spelt out in the Phase I and the long-term nature of the Assignment was not

sufficient to explain why the Local Purchase order was issued before the signing of

the Contract contrary to s.68(3) of Public procurement and Disposal Act,2005'

2, The matter remains unresolved.

3. The Accounting Officer during the year under rerriew was Mr. Wilson Songa.

Rcport on the Exominatt,,n ofhe R.po olthc Audltor4cheml onthe Firancial Statenants /ot th. Notlorul Govem,ncnl
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Committee Recommendations

1. The Cabinet secretary Nationar rreasury shourd comper Mr. w son songs to
provide within three months of adoption of this report, an expranation for the
failure to provide the explanation and documents to the Auditor General for review
contrary to s.68(2)(l) of the public procurement and Disposal Act.

2. where no satisfactory explanation is not provided to the cs National rreasury and
Auditor Generar within the stipurated time, Mr. w son songa, be prosecuted for
financial misconduct rerating to making improper payment of pubric money
belonging to the government pursuant to section l9g(r)(o) of the pubric Finance
Management Act,2012_

193. Irregular Consultancy Service Contract

The Ministry procured consultancy services from a consultancy firm }vr/s Mckinsey and
company Inc Africa Proprietary Ltd for support of delivery of Kenya,s Industrial program.The
contract was signcd between the two parties on lg November 2014 for a contract sum of
Kshs.348, 000,000. clause 2 of the contract agreement under subsection 2.r and 2.2 indicates
that the contract was to come into effect on the date the contact is signed by both parties and
that the consultant would begin carrying out the services upon signing ofthe contract or at such
other date as may be specified in the service contract. A review ofthe process indicated that the
consultant raised an invoice of Kshs.69,827,963 on I I Novemb er 2014 for Milestone
l(inception) even before the contract was signed between the two parties implying that the
consultant may have started working before the contract was awarded and the signing of the
contract was a mere ralification o1'the said contracl. This contravened Section 68(3) oflhc public
Procurement and Disposal Act,2005. Under rhc circumstance, the propriety or the expenditure
could not be confirmed.

Submission by the Accounting Officer

She submitted that the Ethics and Anti-Corruption Comrnission reviewcd this case and in their
rcsponse letter Ref. No.EACC.6/24 vol.lll (5) dated lgth December, 2017 noted ..our
investigations established that there were no procurement irregularities in the tendering process
and award of the tender to McKinsey & Companl, Limited.,'

Committee Observations and Findings

l. The explanation by the Accounting officer that the Ethics and Anti-corruption
Commission reviewed this case and in their response letter Ref. No.EACC.6i24
vol.Iy (5) dated rgth Deccmber,20l7 stated ,,our investigations estabtished that
there were no procurement irregularities in the tendering process and award of the
tender to McKinsey & company Limited, was mispraced insofar as it did not
address the issuc relating to the consurtant raising an invoice of Kshs.69,g27,963 on
ll November 2014 for M estone r(inception) even beforc the contract was signed

Repo on the Examkolion olthe Rq,rt ofthe Audttor-General
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between the two parties; the latter being a process post-award and contrary to the

provisions ofsection 68(3) of Public procurement and Disposal Act,2005.

2. The matter remains unresolved

3. The Accounting Officer during the year under review was Mr. Wilson Songa

Committee Recommendations

1. The Cabinet Secretary National Treasury should compel Mr. Wilson Songa to
provide within three months of adoption of this report, an explanation for the

failure to provide the explanation and documents to the Auditor General for review

contrary to s.68(2)(l) of the Public Procurement and Disposal Act.

2. Where no satisfactory explanation is provided to the CS National Treasury and

Auditor General within the stipulated time, Ms Cicily Kariuki should be prosecuted

for corrupt practice contrary to section 40 of the Public Procurement and Disposal

Act,2005.

194, Irregular Reallocation of Development Grants to Recurrent Expenditure

Included in grants and transfers to other Govemment entities of Kshs.4,361,284,254 is an

amount of Kshs.200,000,000 transferred to Medium and Small Enterprise Authority (MSEA) on

17 November 2014. The Ministry had earlier written to Treasury vide letter dated 22 August

2014 requesting for Authority to reallocate the amount within the development vote towards

planned implementation of textile development through MSEA and the authority was granted on

2 September 2014. Available records hol'cver revealed that the Ministry in a letter to MSEA

dated 28 November 2014 instructed lhc Authority to utilise the amount of Kshs.200 million
meant for textile implementation programme by paying Kshs.50 million to various security firms

which the Ministry had contracted in 2012 and the contracts extended up to l)ecember 2014

whilc constructing Constituency Industrial Development Centrcs (CIDCs).

Furth,. scrutiny of records rnaintained at MSEA to supporl the security expenditure indicat('d

that photocopies were used instead of original documents. 
-l'iris casts doubt on the validity ofthe

security payments which had not been previously disclosed by the Ministry as part of the

pending bills. It's also not clear why the same security payment was not paid by the Ministry that

incurred the expenditue during the 201112012 and201312014 financial years when the service is

presurled to have been delivered. No evidence was availed to indicate whether approval of
1'reasLrry was sought and obtained to allow MSEA to divert Kshs.50 million meant for textile

programme towards payment of the security services.

This resulted in diversion of development funds to recurrent expenditue through paying the said

Kshs.5O million meant for textile implementation programme to payment of security without

Treasury approval which contravenes the Public linancial Management Act,2012 and Treasury

circulars issued from time to time. In addition, the remaining balance of Kshs. 150, 000,000 was

largely applied to other recurrent expenditure not related to the envisaged textile programme.

a"poao,*e,o^i*tionoIlheRepolloflheAudjn)*GeneralonlheFino,"iolStot"^"n@
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In view of the foregoing, it has not been possible to confirm the Iegality, validity and propriety of
the expenditure of Kshs.200, 000,000.

Submission of the Accounting Officer

She subniitted that the Ministry through the letter dated 2gd,November, 2014 Ref
MOUADM/31/1 (Copy Attached) instructed MSEA to pay Kshs. 50,000,000.00 pending bills.
This was because the bills were mandatory obligations related to security services provided to
Constituency lndustrial Development Centers (CIDCs) and Textile Development. CIDCs are the
structures through which the MSEA textile program is implemented. The Ministry did not
distinguish the payment of Security Services provided under MSEA as a recurrent expenditure as
it was a component embedded in the MSEA program. It was prudent for MSEA to pay the
Pending bills to avoid court litigations and possibility ofaccrued accumulated interest.

Committee Observations and Findings

l. The explanation by the Accounting officer that the the Ministry instructed MSEA
to Pay Kshs. 50,000,000.00 Pending bills because it did not distinguish the payment
of security services provided under MSEA as a recurrent expenditure as it was a
component embedded in the MSEA program, did not explain why it allocated 25yo
of the Development vote contran, to section a3(2)(c) of pFMA; and

2. The Accounting officer during thc .v-car under review was Mr. wilson Songa.

Committee Recommendations

l. The cabinet secrctary National rreasury should compel Accounting officer to
provide within thrcc monlhs of adoption of this report, an explanation for the
reallocation of kshs.50,000,000 contrary to s.43(2)(c) of the public Finance
Management Act,2012.

2. wherc no satisfactory explnnation is not provided to the cS National rreasury and
Auditor General within thr stipulated time, the Accounling officer should be
;rrosecuted for financial misconduct relating to incurring expenditure without
luwful authority contrary to s.197(l)(h) of the public Finance Management Act,
I012.

195. Loss of Cash

During the previous year's audit, it was reported that the Ministry had lost Kshs.6, 403,200
apparently paid wrongly to a merchant during the 2oll/2012 llnancial year. A review of the
position indicated that an amount of Kshs.3, 500,000 has since been recovered leaving a balance
of Kshs.2, 903,200 outstanding plus interest. The Ministry stands to lose public funds due to
negligence or lack of willingness to follow the issue to its logical conclusion. Consequently, the
recovery ofthe Kshs.2, 903,200 remains doubtful.

Repo on the Examinatrcn ofthe Re
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Submission of the Accounting Officer

She admiued that the Ministry paid Kshs.6, 403,200.00, wrongly to M/s Aquachem

Technologies Limited during the 201112012 financial year. The Ministry filed a case in the Court

through the Attorney General, Ref: Civil Suit number 520 of2013.

During the time of the Audit an amount of Kshs. 3,500,000.00, had been recovered with a

balance ofKshs. 2,903,200.00, which has since been recovered as shown below:

R'fGS
NUM B ER

S ER IAL DATI] AMOUN'l'(Kshs.)

42t65 t t 0/08/20 t5 500,000

184000 9110/2015 500,000

45859 | t0^2/20t5 2,500,000

s'7 6690 30/09120t6 900.000

s'l6695 051t0/20t6

t0]l0t20t6

1,000,000

576700 650,403

281IL12016 352,',]91

6,403,194.00

Year enkd 3dt i.ne 2015
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Committee Observation and Finding

The explanation by the Accounting officer that the Ministry filed a case in the court
through the Attorney General, Ref: civil Suit number 520 of 2013 for recovery of an
amount of Kshs. 2,903100.00 outstanding of a total of Kshs.6, 403,200.00 was convincing,
However, no evidence in the form of documents was tabled before the committee to
demonstrate that the court case was underway.

Committee Recommendation

The Accounting officer should ensure that the resultant difference of Kshs.
2,903'200.00 which was paid erroneously to IWs Aquachem Technologies Limited
during the 20lll20l2 financial year is fully recovered within three months of the
adoption of this report,

196, Loss of CIDC Equipment and Tools at KIRDI
During the 200912010, the Government established the Economic stimulus programme (ESp)
with the aim of overcoming the challenges occasioned by the globat financial crises of
200812009 through creating opportunities for Kenyans for a better futue. The then Ministry of
Industrialization (now Ministry of Industrialization and Enterprise Development) was one of the
Minislries selected to participate in the constituency I,..lustrial Development centres (clDC)
component of the Economic Stimulus Programme. D' rng the 2olo/zol I financial year, the
Ministry of Industrialization and Enterprise Developmcnt undertook to construct and equip
cIDCs in all the then 210 constituencies under the old constitutional dispensation.

As the construction progressed, the Ministry <iccided to procure tools and equipment such
asthemachines, conrpressors, concrete mixtures, vibrators, hand drills among others valued at
Kshs.220, 691,487 for all the 210 CIDCs evcn before construction was complete. As l result, the
items were warehoused at the Kenya Industrial Rescarch and Developrnent Institutc (K IRDI) to
await distribution upon completion of the CIDCs. To date 64 cIDCs are conrplcted with
electricity corurectcd but 89 are still ar different levels of completion whilc some 22
constituencies did not provide land for the construction. It has not been possible to confirm why
the Ministry hastened to procure all the equiprnent and tools when construction was far from
complction.

In addition, during the year under review, it was leamt that some equipment had been stolen, and
an audit inspection at KIRDI premises revealed that there has been constant pilferage of the
equipmcnt and tools and the store is almost empty with less valuable items such as flre
extinguishers and cannibalized machinery. Whereas several items had been issued to some of the
completed CIDCs. ;r t,,rnparison of the original stock take with the current situation revealed tl.rat
goods ol'an approxirnrrc value ofover Kshs.60, 000.000 may have been misappropriated. This is
despite the fact thal the store is under 24 hours' surveillance and is inside a guarded and fenced
compound of the Institute an indication that, the management may have been culpable ofthe loss
due to negligencc.
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Consequently, it has not been possible to conftrm that the Ministry got value for money for the

procured tools worth Kshs.220, 691,487 .

Submission by the Accounting Officer

She reported that the matter is pending in Court. The Applicant Ms. Eunice Miima, was the

Director of Administration in this Ministry until she retired on 3OsJune, 201 7.

The Criminal Proceedings against her arose following a recommendation by the Director of
Public Prosecution (DPP), that the Applicant alongside with Four [4] other Persons be charged

for loss of Industrial Equipment through theft and pilferage belonging to this Ministry.

She was subsequently charged on 5thOctober, 2016 being Criminal Case No. 152312016 for
theft of Ministry property valued at Kshs. 63,906,392.00. She was released on a Cash bail of
Kshs. 200,000.00. She later moved to Court in Nairobi H.C.J.R Misc. Application. No. 521 of
2016 IWs Eunice Khalawali Miima vs. Director of Public Prosecution, Chief Magistrate

Milimani Law Courts, Criminal Division and Cabinet Secretary Ministry of Industry, Trade and

Cooperatives seeking orders that the 3'd respondent, the Cabinet Secretary herein for Ministry of
Industry, Trade and Cooperatives be restrained from taking adverse action against her pursuant

to the subject criminal proceedings until further orders. Further, this application sought orders to
quash the decision of the DPP to prosecute her and orders to prohibit the Cabinet Secretary,

Ministry of Industry, Trade and Cooperatives from interdicting, suspending or sacking the

Appticant.

The State Counsel handling the matter learnt that the judgmen rutl been read on i lthOctober,

2017 in the absence ofthe parties in April,20l8. The Court r: ' ,rsscd her application to quash

the criminal proceedings and allowed the DPP to proceed ..rlr prosecute the criminal matter.

The matter came before court on 2ndMay, 20:8. 'i he Ministry has indeed taken

meaningful efforts to hold those culpable for occasioning the loss as it defended application

which led to it being dismissed.

Committee Observntions arrd Findings

l. The explanntion of the Accounting Officer that Ms ELrnice Miima, was the Director
of Administration in this Ministry until she retired on 30thJune, 2017; She was

charged on 5th Oclobcr, 2016 being Criminal Case No. 152312016 for theft of
Ministry property valucd at Kshs. 63,906,392.00 and was relcased on a Cash bail of
Kshs. 200,000.00 was compelling.

2. The matter remains resolved.

Committee Recommendation

There is an active criminal proceeding and the Committe es pronunciation of the matter
might prejudice its fair determination.
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197. Budgetary Control

197.1 Comparison of Budgeted versus Actual

l. A comparison of the recurrent & development budget versus the actuals revealed the
under-utilization by Kshs.3, 419,942,506 representing about 3g percent under absorption.

Paragraph 197.1 and paragraph 485.1 were combined

485.1 Reconciled Summary statements of comparison between the Appropriation
Accounts

Review of the summary statement of appropriation for the period ended 30 June 2016 revealed
several instances where performance recorded in the respective appropriation accounts did not
agree with the summary statements of appropriation account, and eventually, with the statement
of receipts and payments. In addition, material deviations between the budget and actual
performance have also not been explained.

In absence of reconciliation ofthese records, the accuracy ofthe respective balances could not be
ascertained and the financial statements may not be fairly stated.

Overall budgetary absorption is 8%. This has been provided for the budget absorption anomalies
which have a negative impact on service delivery and achievement of the Ministry,s mandate.

June 2016. revealed several instances where performance recorded in the respective
Appropriati.n Accounts did not agree with the summary statements of appropriation Account,
and eventually, with the statement of receipts and payments.

A fresh reconciliation of 201512016 Accounts were done aftenlards and hitherto, the correcl
position reflccts that both Rccurrent and Development Appropriation Account are in agreemenl.

We have attached:

' RecurrentAppropriationAccotrnt

' DevelopmentAppropriationAccount

' Combined Appropriation Account

She submitted that absorption of Government fimding [G.O.K. funding] was 100%.

The s% absorption level of budget in the financial year 2015/2016 relates to low absorption of
Donor Funds, specifically in respect ro the world Bank Loan namely, the Kenya petroleum
Technical Assistance Project (KEPTAp).

The reason for low absorption of this Donor firnds in the budget is a result of the following
reasons.

At the time of inception of this Project, there was lack of capacity as Staff to man the project
was nol sufficient. Therc wa-sn't a project coordinator and necessary staff to steer the project

Repott on thc E amitation olthr Refod oflie Audttot-Ceneral on th.
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Recurrent and l)evclopment Expenditure

Cumulative
Expenditure

KShs.'000'

The supplementary estimates amounting to Kshs. 2,668,800,000 did not comply with provisit,ns

of Article 223(5) ol the Constitution of Kenya Sections 21, a3Q)@) and 44 of the PFM Ac1,

2012 and Section 40(9) of PFM Regulations, 2015 were also violated. Consequently, the

Approved

Printed
Estimates

KShs.'000'

Supplementary

Estimatcs

KShs.'000'

3,365,956,2tt) 6,034,7s6,219 79 percer.rtGrants & others

transfer t()

agencies
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daily operations. The Ministry later hired the necessary Project Staff and was brought on board

in January 2017.

The Budget was initially provided by the National Treasury as a one Line item. This resulted to

difficulties in utilization of the funds. This was however rectified in the subsequenl 201612017

financial year by itemizing the budget for ease utilization.

Committee Observations and Findings

1. The explanation by the Accounting ( ':icer for the reason for low absorption of in
respect to the World Bank Loan namely, the Kenya Petroleum Technical Assistance

Project (KEPTAP) there was lack of capacity as staff to man the project was not

sufficient and that the Budget was initially provided by the National'freasury as a

one Line item which resulted to difficulties in utilization of the funds was not
satisfying insofar as it was the duty of the Accounting Officer to ensure that
resources allocated to his or her entity are utilised effectively and efliciently. This is

because the implementation of a budget requires an annual work plan, a

procurement plan and a feasibility studies.

2. The matter stands resolved.

197.2 Grants and Budget Execution

The supplementary budget of grants and transfers to agencies exceeded 10 percent yet there is no

evidence that there was unforeseen and unavoidable circumstance where no budget provision

was made. A tabulation ofthe over expenditures are as follows:

I

2,668.800,000



expenditure was contrary to the fiscal responsibility principles and financial objectives of the
economy.

Submissions by Accounting Officer

she admitted that the summary statement of Appropriation for the period ended 30 June 2016,
revealed several instances where performance recor.led in the respective Appropriation Accounts
did not agree with the summary statements of appropriation Account, and eventually, with the
statement of receipts and payments.

A fresh reconciliation of 201512016 Accounts were done afterwards and hitherto, the conect
position reflects that both Recurrent and Development Appropriation Account are in agreement.

We have attached;

' Recurrent Appropriation Account

' DevelopmentAppropriationAccount

' Combined Appropriation Account

She submitted that absorption of Covemment funding [G.O.K. funding] was 100%.

The 8% absorption level of budget in the financial yeu 201512016 relates to low absorption of
Donor Funds, specifically in respect to the world Bank Loan namely, the Kenya petroleum
Technical Assistance Project (KEPTAP).

The reason for low absorption of this Donor funds in the budget is a result of the following
reasons_

' Al the time of inception of this l)roject. there was lack of capacity as staff to man the
project rras not sr.rfficient. There wasn't a Projcct Coordinator and necessary Staff to stcer the
project daily operations. The Ministry later hirctl the necessary Project Staff and was brought on
board in January 20 I 7.

' The Budgct was initially providcd by rhc National rreasury as a one Line item. This
resulted to difficulties in utilization of thc funds. Ihis was however rectified in the subsequent
2016/2017 financial year by itemizing rhc budgct for ease utilization.

Committee Observations and Findings

l. The explanation by the Accounting officer for the reason for low absorption of in
respcct to the world Bank Loan namely, the Kenya petroleum Technical Assistance
Projcct (KEPTAP) there was lack of capacity as staff to man the project was not
sufficient and that the Budget was initially provided by the National rreasury as a
onc Line item which resulted to difficulties in utilization of the funds was not
satisfying insofar as it was thc duty of the Accounting officer to ensure that
resources alloceted to his or her entity are utilised effectively and efficiently. This is
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because the implementation of a budget requires an annual work plan, a

procurement plan and a feasibility studies.

2. The matter stands resolved.

Committee Recommendations

Accounting Officers should ensure that they prepare estimates of expenditure and revenue

of the entity in conformity with the strategic plan in accordance with the provisions of
section 68(2) of the Public Finance Management Act,2012.

197.3 Textile and Leather Working Machinery and Equipment

During the year ended 30 June 2015, the Ministry procured textile and leather workshop

machinery and equipment such as generators, folding machines, industrial training machines,

sewing machines, overlock machines, ash ford tapestry machines a.mong others for Kenya

Industrial Training Institute, Nakuru worth Kshs.214,899,000.

Although the inspection and acceptance commitlee certificate confirmed the goods to have been

ofthe right quantity and specifications, the machines and equipment have not been iustalled and

used as planned owing to lack ofpower installation and alleged delayed exchequer releases.

In the circumstances, it has not been possible to conhrm that value for money has been obtained

for the expenditure of Kshs.2l4, 899.000.00.

Submission by the Accounting Officer

She admitted that the Ministry plocured textile and leather workshop machinery and equipment

for Kenya Industrial Traininp Institute Nakuru wofth Kshs.214,899,000.

She submitted that the Ministry will hasten the process of acquiring the missing components in

some of the machines to enable smooth Commissioning of the Textile and leather Machines as

well as ensure that the Machine operators are properly trained on the use of the machines.

Committee Obscrvations aud Findings

l. The explanation by the Accounting Officcr tha( the Ministry would fast track the
process of acquiring the missing components in some of the machines to enable

smooth Commissioning of the textile and leather machines as well as ensure that the

Machine Operators are properly trained on (he use of the machines was not
satisfying insofar as the inaction does not conrpll, with the responsibility of an

accounting oflicer to ensure effective, efficient and economical use of public
resources contrary to section 68(l) ofthe Public Finance Management Act,2012.

2. The matter remains unresolved.

3. The Accounting Oflicer during the year under review was Mr. Wilson Songa.

Committee Recommendations
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l. The cabinet secretary National rreasury should compel Mr. wilson Songa to
provide an explanation for incurring wasteful expenditure on behalf of the
government contrary to s.68(2)(a) of the public Finance Management Act,2012
within three months of adoption of this report

2. where no satisfactory explanation is not provided to the cs National rreasury and
Auditor General within the stipulated time, Mr. wilson songa should be prosecuted
for financial misconduct relating to incurring expenditure without lawful authority
contrary to s.197(1)(h) of the public Finance Management A ct.,2012.

198. Pending Bilts

The Ministry's financial statements disclose pending bills of Kshs.29 5,233, 5lg as at 30 June
2015. Included in these bills is Kshs.29,147,682 relating to legal fees payable to the Attomey-
General but for which no supporting documentation was made available for audit verification.
Further, the carrying forward ofthe pending bi s distorts the subsequent year's budget.

In the circumstances, it has not been possible to confirm the propriety of this expenditure.

Submissions of the Accounting Officer

she submitted that the Pending Bills of Kshs. 29,147.,6s2.00, owed to Messrs Iseme Kamau and
N'luema Advocates has since been transferred to East African portland Cement company Ltd
vide letter Ref:MOI/CONF/3ll2VOt,.e(75) dated 7d June 2017.

She further submitled that the Pending bills at the Kenya Industrial Training Institute [KI'l I]
have subsequently been consolidated in totality with the State department pending bills tirr
onward transmission to the Pending Bills committee of the National Treasury in line with rl,e
prevailing Legislation.

'l'he meeting heard that the inclusions ofan rrrnount of Kshs. 4,078,733,00 were personal claims
owed to Ministry's Staff. They were eventually cleared.

All rtmounts owed to NlDA's were disbursed as shorvn in the lishul5srnent schedulc as shorrn rn
Paragraph 198 abovc.

Status

Ilaving forwarded the pending bill of Kshs 29,147,652.00 to East African portland cement
( on.rpany Ltd, the Ministry presumed that the same has been acknowledged and recognized in
thci r Financial Statements.

(lommittee Observations and Findings

l. The explanation try the th Accounting officer that The Kshs. 29,147,6s2.00 owed to
Messrs Iseme Kamau and Muema Advocates has since heen transferred to East
African Portland cement Company Ltd 

'ide letter Ref: MoI/coNF/3/12 vol.9(75)
rlated 7th June 2017 was not convincing insofar as the Accounting officer could not
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explain the circumstances under which the Department was required to pay bills
originating for services rendered to East African Portland Cement Company Ltd (a
private entity) in a manner that is neither lawful and authorized contrery to section

68(2)(a) of the Public Finance Management Act, 2012.

2. 'fhe process of directing the Accounting Officer to pay the bill by the Attorney
General was irregular.

3. The matter remains unrcsolved,

4. 'fhe Accounting Officer during the year under review was Mr. Wilson Songa.

5. The Attorney General during the year under review was Prof. Githu Muigai.

Committee Recommendations

l. The Cabinet Secretary National Treasury should compel Mr. Wilson Songa and

Prof. Githu Muigai to provide an explanation for incurring that is neither lawful and

authorized contrary to s.68(2)(a) of the Public Finance Management Act,2012
within three months of adoption of this report.

2. Where no satisfactory explanation is not provided to the CS National Treasury and

Auditor General within the stipulated time, Mr. Wilson Songa and Prof. Githu
Muigai should be prosecuted for financial misconduct relating to incurring
expenditure without lawful authority contrary to s.197(1)(h) of the Public Finance

Management Act,20l2 .
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13.0. MINISTRY OF MINING
FINANCIAL STATEMENTS FOR VOTEVOTE II9

Mr. John o. omenge, the Accounting officer the Ministry of Mining accompanied by
Bernard K. orina; Acting Director of Human Resource MGT, Thomas N. Ntrora; Ag.
Director Geological surveys, Pauline Luganje; chief Finance officer, petcr- Messoh;
Finance office, Ngugi collins; csIM, Apo[o Much wa; Acting sADICT, Ben Abenga;
Senior Accountant, charles Nyaga; H.A.U-A.A.G, Martin Nyakinye; chief Supt.Georogist
appeared before the 19th october, 2018, to adduce evidence on the auditerl Financial
statements of vote 119 the Ministry of Mining for the Financi al year 2014t2015. Minutes
of the committee's sittings and the submissions tabled by the Accounting officer are
annexed to this report.

Basis for Qualified Opinion

200. Un-authorized Expcnditure on Surplus Appropriation in Aid (A.I.A.)

The statement of receipts and payments reflects other receipts totaling Kshs.l, 319,gg9,112
which under note 3 to the financial statements under A.I.A reflects a balance of Kshs.34,
916,416.45 against an approved budget of Kshs.r4, 000,000 resulting in an excess/surplus in
A.t.A of Kshs.20, 916,416.45 which procedu'ally, the Ministry of Mining should have
surrendered to the exchequer account. Howevcr as at 30 June 2015, the surplus AIA had been
expended and remained unsurrendered.

Submission by the Accounting Officcr

The Nli.istry was to receive Kshs.l, 903,711.140.00 as Exchequer from thc National Treasury
but reccived Kshs.l, 555,585,000 Ieaving an outstanding balance of Kshs. 34g,126,140.00 as
Exchequer under issue. It was expccted and budgeted at Draft Estimates that Kshs.l4,
000'000.00 will be raised from Laboratorl, fees, Inspection fees, Explosive licensing, sale of
publications and canteen charges but Kshs.34, 916,416.00 was raised from the same.

The exccss A.l.A amounting to Kshs.20. 916,416.00 was expended to rneet the resultant
expenditures for the period ending 30s June 2015 to meet the Exchequer dcficit of Kshs.34g,
126,140.00 and herrce the A.I.A was not surrendered to the Exchequer accounr. This was done in
anticipation that the Ministry will receive its total Exchequer releases and the sarne was
discussed at the Estimates working Group (EWG) at the Treasury during the Supplementary
Estimates ofthe F inancial Year20141|5 deliberations.

Consequently, the State Department for mining has taken the initiative to regularize with the
National Treasury, any projected increase of the Appropriation in Aid (AIA)
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Committee Observations and l'indings

l. The Ministry used the excess A.I.A amounting to Kshs. 20, 916,416.00 on the

expenditures for the financial period that ended on 30tr' June 2015 to meet the

Exchequer deficit of Kshs. 348, 126,140.00.

2. The Ministry budgeted to raise in the FY 20l4ll5 Kshs. 14,000,000.00 liom
Laboratory fees, Inspection fees, explosive licensing, sale of publications and

Canteen charges but managed to use Kshs. 34,916,416.00 resulting into excess A.I.A
amounting to Kshs.20, 916,416.00 which was expended to meet the resultant
expenditures for the period ending 30th June 2015

Committee Recommendation

Accounting Officers should ensure that any excess A.I.A beyond the limit approved by
Parliament for use by the Ministry is surrendered to the National Treasury in accordance

with PRM (National Government) Regulation 2015;

201. Revenue

201.1 Royalties Received from Carbacid Company Ltd - Cnrbon Dioxide

Other Receipts' balance of Kshs. I , 3 19,889,1 l2 includes royalties of Kshs. I , 008,093 received

from Carbacid Co. Ltd on carbon dioxide. Clause 10 of the signed mining license requires

Carbacid Co. Ltd to file progress reports and sales return which form the basis for royalty
payments. Carbacid Co. Ltd has to date not complied with 'he provision. In the circumstance, it
has not been possible to confirm the accuracy and complete r)sss of the royalties amount received

from Carbacid Conrpany Ltd.

Subnrissions tr), the Accounting Officer

He submilted that the Ministry has not been receiv,19 dturns on production and sales from
Carbacid Company Ltd. Through a letter, Rel: L/571, it'i of lls May 2017, the ('ompany was

dirccted to submit the retums and pay up the corrcslronding arrears in royalty. l o verily the

completeness of the retums a task force was formeti and members appointed, vide letter Ref:

MOM/SP.AUD. AUD/OI| (32) dated lTnApril, 2018 with the objective of ascertaining the

remittances.

Committee Observatiorrs and Findings

l. Clause l0 of the signed mining license between the Ministry and Carbacid Company
Ltd required Carbacid Co. Ltd to file progress reports and sales return which forms
the basis for royalty payments. Carbacid Co. Ltd has not complied rvith the

provision lo date;

2. The Ministry has not been receiving returns on production and sales of carbon
dioxide from Carbacirl (iompany Ltd. Through a letter, llef Ll57tltl68 of I ltr'May
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2017, the Company was directed to submit the returns and pay up the
corresponding arrears in royalty; and

3. According to the Accounting officer, a task force was formed and members
appointed, to verify the completeness of the returns yide letter Ref:
MOM/SP.AUD.AUD/09/ (32) dated lTth April, 2018, with the objective of
ascertaining the remittances of royalties on carbon dioxide to the government.

Committee Recommendations

l. The Accounting officer should ensure that clause l0 of the signed mining license
between the Ministry and Carbacid company Ltd is adhered to, failure to which the
cabinet secretary responsible for Mining should review the mining license with a
view to cancel it;

2. The Accounting officer should ensure that carbacid co. Ltd files periodic progress
reports and sales returns which form the basis for royalty payments. These reports
and sales returns should be submitted to the Auditor-General for reviewl

3. The Accounting officer should follow up the tetter Ref: LlsT fl6g of llth May 2017
addressed to the Company directing it to submit the returns and pay up the
corresponding arrears in royalty; and

4. The Accounting officer should ensure that the tasl.force which was formed vide
letter Refi MOM/SP.AUD.AUD/09/ (32) dated l7rhAprit,2018, with the objective of
ascertaining the remittances of royalties on carbon dioxide to the government
finalize its work and submit it report; and

201.2 Royalties received from Base Titanium Limited

Titanium Included in thc Othcr Receipts are royalties received from Base Titanium I-inritcd of
Kshs.260, 706,550 on accou,)r of titanium exports. These receipts are based on se1--deslared
export quantities for which the commissioner of Mines and Geology has issued export permits.
There has been no evidence of subsequent verification of the actual exports vis-d-vis declared
quantities to validate thcir accuracy. It is therefore not possible to confimr the completeness and
validity of royalties' income as lcported under Base Titaniurn Limited.

Submissions of thc Accounting Officer

The Ministry has been recei.ini self-declared remittanccs of Royalrics from the company,
however to verify these declararions the Ministry invoked Annex 'D' of the Special Mining
I-ease No. 23 which states thal "the Commissioner may at his,/her discretion and at the cost ol the
Lessce order that pricing of the products sold be verified by an independent consultant familiar
with the Mineral Sands Industry and agreeable to both parties. Any information provided by
either party during the procedure is confidential" and hence caused an independent audit to be
undertaken to verify the declarations on quantities, prices and Royalties payments

Repo on lhe Exantnation ofhe
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The selected auditors, Price Water Coopers (PWC) Kenya have since returned an audit report

stating that there are no material discrepancies between the declarations and findings ofthe audit.

Committee Observations and f indings

1. The Ministry received 'l'itanium royalties of Ksh. Kshs.260, 706,550 from Base

Titanium Limited on account oftitanium exports. These receipts were based on self-

declared export quantities for which the Commissioner of Mines and Geology had

issued export permits;

2. The Ministry invoked Annex 'D' of the Special Mining Lease No. 23 to appoint

PriceWaterhouseCoopers (PWC) Kenya to audit the declared exports. Even-though

PWC Kenya returned an audit report stating that there are no material

discrepancies between the self-declarations and findings of the audit, the Accounting

Officer should not rely on self-declarations as basis for payment of royalties;

Committee Recommendation

The Cabinet Secretary should within three (3) months after adoption of this report embark

on development of policy guidelines on payments of royalties. The guidelines should

address sales reporting and royalty remittances on various minerals, auditing of sales to

ensure mining companies pay the royalties that is due to the government.

202. Uncollected Revenues on Dealer Licenses

The Ministry has not put in place a functional system for tracking dealers' license validity and

supervision of their operations. Consequently, there has been no dealer prcntise visits conducted

in the year under review to verify validity and compliance with tire existing license terms.

lnformation available indicates that rcvenues totaling Kshs.820, 000 in the form ofdealer license

remained Llncollected and undisclosed in the financial statements as of 30 June 2015. In the

circumstances, it was not possible to confirm the accuracy and completeness ofrevenue figure of
Kshs.l, 319,889,1l2 disclosed undcr note (3) to the financial slaternenl

Submissions by the Accounting OI'licer

The Dcaler Licences are issued per calendar year and charged Kshs.20, 000.00 Annual Fee.

However, the list of dealers' licenses issued in Fy 2014115 includes Licences whose fees were

paid in FY 2013/14. Processing of the Applications for Dealers License amongst other Licences

and Permits were done through the Ministerial Licensing Advisory Committee (MLAC), chaired

by the Cabinet Secretary and used to mect periodically. The lag between payment ofthe fees and

issuance of Dealer's Licence across Fin;rncial years could contribute to mismatch between the

lees collected against Licences issued.
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Committee Observations and Findings

1' There is no functional system for tracking dealers' license validity and supervision
of their operations, In the year under review there were no dealer premise visits
conducted to verify varidity and compliance with the existing Iicense terms;

2. Revenues totaling Kshs. 820,000 in the form ofdealer license were not collected and
not disclosed in the financial statements in the year ended 30 June 2015.
Explanation by the Accounting officer that the rag between payment of the fees and
issuance of Dealer's Licence across financial years could contribute to mismatch
between the fees collected against licences issued was not satisfactory

Committee Recommendations

l. The Commissioner of Mines and Georogy shourd put in prace a functional and
efficient system for tracking dealers validity and supervision including operations
and site visits to confirm that dealers adherc to the licence conditions; and

2' The Accounting officer should ensure that dearers pay ricence fees promptry. There
should be no lag between paymetrt of the fees and issuance of Dealer's Licence since
licence should only be issued on payment of the requisite fees.

203. Irregular Export Permits

Information available indicates that export permits with a value ol US$ 1g,619,645
(approximately Kshs.l.9 billion) were issued during the year by an unaurhorized officer whose
cmployment contract expired on 19 April 2014. This is oontrary to rhc Mining Act which
stipulates that, cxport permits r l,r be signed off by fie Commissioner of Mines or an
authorized officer whose authorirr lus been delegated in writing. conscquently, the validity of
thc revenuc collcctions on the export pcrmits issued by the officer could be challenged.

Submissions of the Accounting Officer

IIe submittcii that the office of the Cabinet Secretary in the Ministry of irtining in 2014 had put
in place adnlinistrative measures to bring transparcncy and accountabilirr in processing of the
Export Permits where velting of the Applications to Export Minerals was separat;d from
issuance of thc L)xport permits. 'l-o operationalize this process, the Mineral Audit unit was
formed witlr among other functions to audit Applicarions for Export permit.

He further submittcd that the above ofllcer referred as unauthorized was the Head of the Unit and
therefore, as a matter of procedure, had to vet the applications and forward them to the
commissioner of Mines with advisory notes. The authority to issue the permits was done by the
Commissioner of Mines.

He confirmed to the committee that records in his office indicated that rhe said officer was Mr.
Said Athman a substantively appointed Mining Secretary with thc Personal Number 200g0g0402

I
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in Job Group 'T'. He was transferred from the Ministry of Devolution and Planning on

256September, 201 3.

Committee Observations and Findings

l. Mr. Said Athman, the then Mining Secretary was in charge of vetting and issuing

application permits for mining export permits where export permits with a value of
US$ 18,619,645 (approximately IGh.l.9 billion) were issued during the year; and

2. The power exercised by Mr. Said Athman to vet and issue mining export licences

was contrary to the provision of Mining Act which stipulates that export permits are

to be signed off by the Commissioner of Mines or an authorized officer whose

authority has been delegated in writing.

Committce Recommendation

The Cabinet Secretary for Mining should ensure at all times that any person who exercises

the powers to vet and issue licences for Mining exports is duly authorised in writing by the

commissioner for mines in accordance with the Mining Act;

204. Pending Bills

As disclosed under Annex I in these financial statements, the Ministry has pending bills totaling

Kshs.9,060,804 as at 30 June 2015 relating to 201412015 financial year that have been carried

forward to 2015/2016 financial year. The reported operating expenses have been understated by

this amount.

Submissions of the Accounting Oflicer

He submitted that the Ministry had pending bills amounting to Kshs.9, 060,804.00 for tlic Supply

of Goods and Services in the Recurrent vote. The payments were not made due to liquidity

challenges.

He reported that out of the Recurrent Budget of Kshs.753, 711,140.00 only Kshs.665,

765,000.00 was funded from the Exchcquer leaving a balance of Kshs.87, 947,140.00 as

Erchequer under issues. It is noted that the Bank Balance ofRecunent Cash Book as at 30s June

2015 was Kshs.l78, 116.00 which was not adequate to pay the Pending Bills amounting to

Kshs.9, 060,804.00

The bilts have since been verified and validated by the Intemal Auditor; copy forwarded to the

National Treasury and Kshs.7, 991,000.00 has since been paid.

Committee Observations and Findings

l. The Ministry had pending bills amounting to Kshs. 9'060,804.00 in the FY

201412015 for the supply of goods and services in the recurrent vote which were

occasioned b1 liquidify challenges; and
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2' The pending bills have since been verified and validated by the Internal Auditor and
Kshs. 7,991,000.00 has since been paid.

Committee Recommendation

The Accounting oflicer should ensure that pending b rs in any financiar year are avoided
at all cost. But where pending bills are available they shoutd form a first charge in the
subsequent year's budget thereby impending smooth imprementation of the subsequent
budget.

205. Lack ofFixed Assets Register

The Ministry does not maintain a fixed asset register for atl its fixed assets. It is therefore not
possible to verift ownership, existence and valuation ofall its assets.

Submission of Accounting Officer

He submitted that the Asset Registers are available for verification.

Committee Observations and Findings

l' The Accounting Officer failed to maintain a fixed asset register for all frxed assets of
the Ministry contrary to the provisions of Reguration 143(l) of the pFM (Nationar
Government) Regulations 2015 which requires that all Accounting Officers sh.,uld
maintain a register of assets under his or her control or possession; and

2. The submission by the Accounting OIIicer that Asset Registers are ar rilable for
verification was not satisfactory. If a comprete asset register was availabre as was
purportcd by the Accounting Officer, it should have been availed to thc Auditor-
Gcncral at the time of audit,

Commitlcc Ilccommendation

The Accounting officer should ensure that a completc fixed asset register is maintained
pursuant to l{egulation 143(l) of the pFM (n-ational Government) Regulations 201s.
Further, thc regis(er should be availed to the Auditor-General at the time of audit if
requested.

206, Appointment as Rcccivcr/Collector of Ilevenue

As at the time of concluding the audit, the Minr.try of h,lining was yet to be appointed receivcr /
collector of revenue and has continued during rhe yelrr irnder review to collect revenue contrary
to the Public Financiar Management Act, 2012, sccrion 75(l). The accounting officer has
subsequently, vide letter dated l6 November 2015 wrrtten to Director General Accountrng
Services lor appointment as receiver/ colleclor ofrevenrrc.

Submissions of the Accounting Officer

He subnritted that the Principal Secretary has been sulr:cqp"n11, appointed Receiver/Collector
vide letter Ref.: AG.l/021 Vol.lVl38 dated 27,hJuly, 2016.

IRepnrt on rhe l-mmtnarion oJ tt, Rcpod oJthe
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Committee Observations and Findings

l. The Cabinet Secretary for National Treasury failed to designate in writing a

receiver of revenue for the Ministry contrary to the provisions of Article 209(1), (2)

and (4) ofthe Constitution of Kenya 2010; and

2. 'Ihe delay in designating a receiver of revenue who should have been responsible for
thc collection and accounting for revenue during the period was contrary to the

provisions of Articles 206(l) and 209(l), (2) and (4) of tlre Constitution of Kenya

20r0.

Committee Recommendation

The Cabinet Secretary for National Treasury should always ensure that there is a

designated receiver of revenue for all national government entities in line with the

provisions of Article 209(l), (2) and (4) of the Constitution of Kenya 2010 and Section 75 of
the PFM act2012l

207. Irregular Meetings of the Audit Committee

Treasury circular No.16 dated 4 October 2005 requires that the audit committee meets at least

four (4) times in a year. During the year under review, the committee met only once on 28

August 2014, hence rendering limited oversight and governance over ministerial activities. The

financial statements were also not reviewed and approved by the committee before being

submitted for audit as stipulated in the circular.

Submissions of the Accounting Officcr

He submitted that thc ivlinisterial Arr,lit Committee met once and that the financial statement

were not reviewed and approved by the Audit Committec as required. The reason of non-

compliance was that the Ministry at that period was being formed and the committee lacked

quorum due to transfer of officers

He reported that the Audit Cornmittee in the subsequent years \'as active, however due to the

organization of the (iovernnrent through Executive Order Nr I of 2018 anew Ministry of
Petroleum and Mining was created. The Ministry has initiatcd the process of forming a

Ministerial Audit Committee.

Committee Observations and Findings

The Ministerial Audit Committee met only once during the financial year. This was

contrary to the provisions of treasury circular No.l6 dated 4 October 2005 which required

that the audit committee meets at least four (4) times in a year;

i,:pod an thr Erahnation o!the Repo ofhcAudt.tGenera!onrheFtnunchJStdtementslotthrNonorclCovernmenrlorrhe rdBe lza
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Committee Recommendation

The Cabinet Secretary should finalize the formation of Ministerial Audit Committee in line
with the Audit Committee Guidelines for National Government issued by the cabinet
secretary for Nationat treasury vide a Kenya Gazette notice dated l6th Aprir 2016.

208. Delays in Commissioning of Ministry Laboratory

The Ministry during the financial year completed the construction of its new laboratory complex
at Industrial Area at a cost of Kshs.102 , 849,436.20. However, as at the completion of this audit,
the laboratory had not been put into use and has continued to remain idle. My opinion is not
qualified in respect to the above matters.

Submission of the Accounting Officer

He submitted that the newly constructed laboratory block is intended to house a Modem Mineral
complex Laboratory equipped with Modem Analytical Equipment which the Ministry is
procuring. Already some equipment have been procured and deproyed in the laboratory.

He reported that equipping the laboratory is an ongoing and long term project and will continue
until the laboratory is appropriately equipped and accredited internationally. Derays in
procurement have been occasioned by lengthy and complex procurement process.

( .,nrrrrittee Observations and Findings

l. The Ministry has completed the construction of a mining laboratory complex at
Industrial Area at a cost of Kshs. 102,84g,436.20; and

2' There is a delay in furly equipping the raboratory and the process is stilr ongoing.
The equipping has been occasioned by lcngthy and complex procurement process,

Committee Recommendations

l. The Cabinet secretary rcsponsible for mining shourd prioritize the equipping ofthe
laboratory to ensure it achieves its intenrled purpose,

Report on the Examination of the Report oJ the Allditot-Aane
Year ended 3dr Jun 2015
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14.0. OFFIC E O}-'I'HE A'TTORNEY-GENERAL AND DEPAR'I'MENT O}' JUS'I'I CE

FINANCIAL STATEMENTS FOIi VOTE 120

Mr. Njee Muturi, CBS, the Accounting Officer, Office of the Attorney-General and

Department of Justice appeared before the Committee on 6tr' April 2017 accompanied by

Ms. Bernice Gachegu; Registrar General, Mr. F.G.K. Masha; Ag. Director, Governancel

Justice, Law & Order Sector, Ms. Eunice Sawe; Public 'frustee, Ms. Leah Kimemia;

Principal Accountant, Mr. Jacob Munge; Chief Finance Officer, Mr. Diaz Muasya; Chief
Accountant, Mr. T.N. Miiri; Senior Accountant, Mr. Richard Miginjo; Senior Finance

Officer, Mr. J.M. Kieni; Supply Chain Manager, Mr. Evans Ombiro; Accounts Assistantto

adduce evidence on the audited Financial Statements of Vote 120 Office of the Attorney

General and Department of Justice for the Financial Year 201412015. Minutes of the

Committee's sittings and the submissions tabled by the Accounting O{Iicer are annexed to

this report.

Baisis for Qualified Opinion

209. Accuracy and Completeness of the Financial Statements

The figures reported in the financial statements as at 30 June 2015 do not agree with the

Figures in IFMIS as tabulated below: -

Variances between Il-MIS and Financial Statements Balances

Financial Assets

Financial Liabilities

Opening Balances

(Net Financial Assets)

Although the Office of the Attomey-General and Department of Justice has attributed the

variances to non-functional auto reconciliation function in IlrMIS, it is not clear why the office

cannot reconcile its records. Further, failure 10 maintain accurate records in IFMIS may imply

inaccuracy and incompleteness of the financial statements.

ReporlonlheEmminalionorhcReporloIlheAudilorGenefuIonlh.Ft,",,iots,o,",,"@
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l)etails

Receipts

['ayments

Fina ncia I

Statements

(Kshs)

IFMIS Report

(Kshs)

3,236;t6s,O00

3,290,346.644

| ,242,329,451

Va ria n ce

(Kshs)

3,263,655,000

3 ,27 4,596,843

93.700,021

93,6E5.4 r2

(26,890.000)

t5,749,81),

( l, r46,629.430)

(756,765,093)

140,203

850,450,505

) I 1l1'\ '))) 21,293,Ot9



In the circumstances, the accuracy and completeness of the financial statements for the year
ended 30 June 2015 could not be ascertained.

Submission of Accounting OIficer

The variance was as a result of auto-reconciliation in the IFMIS not being fully functional and
Central Bank of Kenl a not having been able to post all the bank statements for uploading by the
IFMIS department. However, the figures in the financial statements are the actual figures and
are supported by the relevant notes in the financial statements.

Committee Observation and Finding

The variance was as a result of auto-reconciliation in the IFMIS not being fully functional
and central Bank of Kenya not having been able to post all the bank statements for
uploading by the IFMIS department. However, the figures in the financial statements are
the actual figures and are supported by the relevant notes in the financial statements,

Committee Recommendation

The National trcasury needs to fully operationalize the auto-reconciliation function of
IFMIS to enablc agencies to submit proper reconciliations.

210. Unsupportcd Revenue Expenditure

The statement ,rl rcceipts and payments reflects proceeds from domestic and foreign grants of
Kshs.300, 000,000 as at 30 June 2015. It was allegecl that the donor agencies paid the funds
directly to recipicnt projects/programs and the expenditure incurred thereon in form of Research,
Studies, Project Preparation, Design and Supcrvision.

Horvever, no supporting documentation has been provided for audit revier.v to confirm the
amount receivcd and spent by the office ofthe Attorney-General and Department ofJustice.

conscquently, it was rrot possible to confirm lhe accuracy and propriety of thc revenue or
cxpenJiture of Kshs.300, 000,000.

Submissions of Accounting Officer

The Accounting officer submirtcd that this expenditure of Kshs. 300,000,000.00 was based on
returns forwarded by the recipient - Department of Justice (DOJ) and captured in its receipts and
l)ayments statement filr the year under review being the proceeds from domestic and foreign
grants as a fund for 2t)15 Glz "Good Govemance". These were foreign grants and donor fimds
that were relcased dircctly to the programme and the AG's office never received exchequer for
the monies. l'he donor instituted their own mechanism of auditing the implementation of these
activities without the involvement of the Auditor General.

Reporl on the Erumnation ol th. Repo oJ the Audr
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Committee Observation and Finding

The variance between IFMIS and I'inancial Statements was a recurring issue especially

donors did not avail supporting documentation for lunds disbursed, hence making it
difficult for auditors to audit use offunds.

Committee Recommendations

l. The National Treasury needs to ensure that the External Resources Policy conforms

to domestic laws of public finance.

2. In the short term, the National Treasury should assist the Auditor General get

certified copies of expenditure records.

211. Pending Bills

During the previous financial year, the Office of the Attomey-General and Department of Justice

disclosed pending bills amounting to Kshs.l7, 060,902.45. However, this figure was understated

by Kshs.16, 122,500.00 of other pending bills that were not disclosed and supported and have

subsequently been paid in the year 20i4l2015.

Further, the pending bills for the financial year 201412015 amounted to Kshs.204,450,444 out of
which Kshs.14,215,439 remained unpaid as at the time of audit and is likely to distort the

201512016 budget. In addition, Note 24 reflects Kshs.93 , 685,412 as accounts payable whereas

Note 26.I to 26.3 reflects nil balance.

Committee Observations and Findings

l. The matter had been resolved as the Office of the Arr,,, rcy General had submitted
documentation indicating that pending bills had been lrcated as first charge in the

su bsequcnt financial year.

2. Had the Accounting Officer acted in time as ptr the Constitutional timelines on

audit, this matter would not have been an audit qu.ry.

Committee l{ecommendation

The Accounting Officer should institute measues to ensure that the agency always acls promptly

on the Auditor General's management letters to forestall audit queries.

212. Cash and Cash Equivalents

Examination of the recurrent account bank reconciliation statemcnt revealed payments in cash

book not in bank statement of Kshs.104,619,219.36 out of which Kshs.35,7 44,293 have been

long outstanding and also payments in bank statement but not in cash book amounting to

Kshs.53,132,463 out of which Kshs.45,l62,l l6 have been long outstanding.

Although the office has explained that they have adjusted their cash book with Kshs.33, 127,388

and Kshs.33, 078,871 respectively and further explained thal most of the payments in bank and

Year ended 3dh June 2015



not in cash book were pay advances that were paid by central Bar* of Kenya on their behalf to
foreign banks, no analysis was provided to support and justify the adjustments.

In the circumstances, the cash and cash equivalents balance of Kshs .93, g7 |,592.30could not be
confirmed.

Committee Observations and Findings

Thc matter was noted as resolved

213. Non-Disclosure of Fixed Assets

As previously reported in Annex 4 to the financial statements, the office of the Attorney-General
and Department of Justice had fixed assets of Kshs.l 65,132,197(2013:Kshs.1g3,260,5gg) as at
30 June 2014' However, the Office of the Attomey-General and Department of Justice did not
maintain a fixed assets register during the year and did not disclose any fixed assets in Annex 4
as at 30 June 2015. It was therefore not possible to verify and confirm the fixed assets
maintained and added or disposed during the year. In the circumstances, the accuracy of nil
balance, the existence, security and values of the fixed assets of the offrce could not be
ascertained.

Committee Observations and Findings

The matter was noted as resolved.

Other Matter

214, Weak Internal Control

ofhce of the Attomey-General and Department of Justice has weak intemal control;

i) There is no system in place for capturing and ve'ifying data from direct payments by the
donors. 'l'hus figures reflected in the financial statements about these payments are not
supported and their accuracy could not be ascertained.

ii) Internal Control Environment and Policies

a) There are no risk assessment processes implemented at the Office and there is no evidence of
disaster recovery plan/business continuity program that is put in place.

b) There is no documented and approved risk management policy and there are no written
policies and procedures to guide ke1, processes for management of assets. revenue, expenditure,
personnel and service delivery.

c) There is no Information Technologl,(lr) strategic plan and committee to guide IT govemance
and align it to the strategic objectives ofthe Office.

Data integrity is upon which the financial statements are prepared bl the oflice is doubtful.

IReport oa the Exanination oJtfu Repo oJ the
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Committee Observation and Finding

The Management tabled documents to support its submission that the matter relating to
weak internal control under paragraph 214 had been resolved as Management had

instituted policy remedics to the satisfaction of the Auditor General. The matter stands as

resolved.

215. Budget and Budgetary Control

The Office of the Attomey-General and Department ofJustice had a total budget for the year

201412015 of Kshs.3, 482,018,843 for both recurrent and development expenditure. However,

the Oflice utilized a total of Kshs.3, 002,775,301 resulting in an underutilization of Kshs.479,

243,542 (l percent) of the total budget. Further, the oflice did not receive Kshs.8Ol, 509,542 (21

percent) olthe planned exchequer releases to implement its annual objectives.

The major budget variance was as follows:

68,583,340 45

percent

Increase in
expenditure

in respect of Research

studies and projects

300,000,000 87,804,497 212,195,503

The un,lcr expenditure on acquisition of assets has a negative impact on serr ice delivery and the

huge increase in research studies reflects an unrealistic budget.

My opinion is not qualified in respect ofthese matters.

Subnrission of the Accounting Officer

The underutilization of Kshs.479, 243,542.00 ( I 3 percent) ofthe total budget was occasioned by:

a) Under expenditure in acquisition of assets of Kshs.68, 583,340.00 due to lengthy
procurement process.

R?Pof,onlh2ExamialionoltheRePoo|lheAudilof.CenefalonlheFinan"iolS,o,"."@
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No. Itcnr Budgct(Kshs.) Actual(Kshs.) Variance(Kshs.

)

percen t

I Under-expenditure in

acquisition of assets

124,866,901 56,283,561

2 70

percent



b) Some suppliers could not cope with supplying in time.

c) Increase in expenditure in respect of research studies and projects of Kshs.2l2,
195,503.00. The development frmds were released a bit late in the financial year
curtailing the successful absorption of the funds in the course of the year and forcing
some research not to be done as the funds were not received within the anticipated time.

d) At times IFMIS system could not open and just hang up delaying in the day to day
operation.

Committee Observation and Finding

The matter was resolved.

Committee Recommendation

The Accounting Officer was advised to ensure proper budgeting,

OFFICE OF THE ATTORNEY.GENERAL AND DEPARTMENT OF JUSTICE -OFFICIAL RECEIVER

Unqualified Opinion

There were no material issues noted during the audit of the financial statements.

Emphasis of Matter

I draw your attention to the lollowing weaknesses in the intemal control systenrs ol'the Official
Receiver:

a. There was no risk managemcnt policy in place during the year under rc\ r . w.

b. No risk assessment was carried out to identifu and address key areas of concem and
docrrrnent specific controls in response to identified risks _.I-here is rro evidgnss th61
m.,rragement assessed the intemal controls applicable to address any nratcr.ial weaknesses
thar corrld be inherent in the controls.

c. Thc otficial Receiver has not produced operating manuals to guide kc' processes and
controls for receipts from debtors/customers, payments to credir.rs, personnel,
expcrrditure, assets and liabilities and investrnents.

d. l'here was no operational plan for the year under review.

e. Most systems of the Official Receiver are manual

i The institution does not have an approved l,formation Technology (IT) stratcgic plan and
security policy.

g. The institution has no forma[, documented and tested disaster recovcry plan/emergency
procedure in place, to guide on cases ofemergency.

My opinion is not uu:rlified in respect of lhis matter.

I

T
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Committee Observation and Finding

'f he matter was noted as resolved

REVENUE STATEMENT OF'OFFICE OF THE ATTORNEY-GENERAL AND

DEPARTMENT OF JUSTICE

Basis for Qualified Opinion

216. Revenue Budget Analysis

The revenue statement reflects actual collections of Kshs.430, 482,650 against estimated receipts

of Kshs.504, 640,710. However further scrutiny of sources of revenue reveals huge over and

under collections particularly in respect of Registration of Companies (Over-Kshs.260,37 4,071)

or 1385 percent, Registration of narriages (Over-Kshs.71,184,216) or 1312 percent, Registration

of Books and Newspapers (Under-Kshs.9 ,721,343) or 98 percent and Public Trustees Fees -
(Under-Kshs.401 ,165,523) or 88 percent among others. Although the urder ald over collections

were attributed to introduction of Huduma Centers, the Office has not explained the steps it has

taken to ensure that its revenue estimates are as realistic as possible. Further, the drastic drop in

some sources of revenue compared to 2013/2014 has not been justified.

Committee Observations and Findings

The Management tabled documents to support its submission that the matter relating to

Revenue Budget Analysis under paragraph 216 had been resolved by Management to the

satisfaction of the Auditor General. The matter stands as resolved.

217. Difference between Ret', rrrrc Statements Amounts and Records Reported at the

Collection Points

The Office of the Attorney-General and Department of Justice has several revenue collection

points inclurling the Public Trustee. Revenue reported to have been collected should tally with

the records ml rtained at each of the collection points. Review of the records maintained by the

Public 'fmstce revealed that there were variations between the revenue collected by the

Department ancl the amount reflected in the statement of revenue by the Receiver o1' Kshs.7,

101,240.45 and Kshs.6, 533,313 which werc retum to drawer (RD) checrues returnctl for

collection to various Public Trustees stations and to various Deputy County Commissioners

respectively. lt was not clear and the Oifice has not explained the current status ofthe cheques as

at 30 June 2015.

Committee Observations and F'indings

'l'he Management tabled documents to support its submission that the matter relating to

difference between revcnue statements amounts and records reported at the collcction

points under paragraph 217 had been resolved by Management through rcconciliation of
figures to the satisfaction of the Committee.
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KENYA LAW REFORM COMMISSION

Unqualified Opinion

There was no material issues noted during the audit ofthe financial statements.

JUDGES AND MAGISTRATES VETTING BOARD

Unqualified Opinion

There was no material issues noted during the audit ofthe financial statement

Repo onthe Exammation ofhc Repo ofthe
Year ended 3dr June 2015
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I5.0. JUDICIARY

FINANCIAL STATEMENTS FOR VOTE I2I

Mrs Anne Amadi, CBS, the accounting officer and the Secretary Judicial Service

Commission appeared before the Committee on 24th April 2018 and 26th Aprilaccompanied

by David Rapando; Chief Finance Oflicer, Frida Mokaya; Registrar Judicial Service

Commission, Ronald Wanyama; Ag. Director Audit and Risk Management, Edwin Mureti
Mbu; Senior Finance Officer, Sharaon Mwanyuli; Resident Magistrate to adduce evidence

on the audited Financial Statements ofVotel2l Judiciary for the Financial Year 2014/2015.

Minutes of the Committee's sittings and the submissions tabled by thc Accounting Officer
are annexed to this report.

Basis for Qualified Opinion

221. Unsupported Foreign Grants

During the year under review, the United Nations Development Progratnme (UNDP) extended

financial support towards reforms in the Judiciary to the tune of Kshs.47, 007,198. Examination

of relevant documents revealed that Judiciary as the implementing partner in the Judiciary

Transformation Support Project only prepares financial requests for specified functions which

are paid for by the financing partner. The implementing partner does not maintain a cashbook

and does not prepare payment vouchers for any expenditure incurred. A total of Kshs.47,

007,198 was incurred in the implementation of the project in the year under review but the

expenJiture could not be verified because the payment vouchers and the relevant supporting

docurncnts were alleged to be in the financing parher's custody.

ln r,ierv of the foregoing, the foreign grants of Kshs.47, 007,198 and the expenditure tlereof
ci , tl not be ascertained.

S ir lrmission by Accounting Ol'liccr

The judiciary entered into a financing agreement with UNDP under thc Judiciary Transformation

Support Project. The financing agreement provided for various funtling modalities including

direct payment to vendors after provision of services to the Judiciarr. In this regard, Kshs.

47.007, 198.00 was paid directly by UNDP lor goods and services provided to the Judiciary

under the project and kept pal,rnent vouchcrs. The payment vouchers and supporting documents

for these transactions are available lor audit verification at the LJNDP rrl'llces. Attached also is a

copy ofthe financial statements for project showing the expenditure fionr the grant.

Committee Observations and Findings

With respect to paragraph 222, Kshs.47,007, 198.00 was paid dirtctly by IJNDP for goods

and services provided to the.Iudiciary under the project and kepl payment vouchers. The
payment vouchers and supporting documents for these transactions are available for audit
verification at the UNDP offices.
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Committee Recommendation

Accounting Officers must at all times ensure that Non-Governmental Organisations that
implement development programs funded by public funds, including donor funding are
accountable through regular financial reporting and submission of audited annual
financial statements to the relevant accounting officer inaformat prescribed by the pubtic
sectorAccounting standards Board pursuant to the provisions of regulation 7g(r)(e) of the
Public Finance Management (National Government) Regulations, 2015.

222. Irregular Payment

Included in the figure ofKshs.16, 358,600 in respect ofboard expenses is Kshs.3, 025,500 which
represents payment of monthly allowances to staff who attended board committee meetings of
Auctioneer Licencing Board. As per office of the president circular No.op lcAB.2/l2A(9) of
29th August 2003, public servants attached to commissions, committees and boards are entitled
to be paid one third (l/3) of the amount paid to non-public servants in a given
board/commission/committee. However, the Auctioneers Licensing Board paid Kshs.l, 196,667
over and above the amount stipulated in the Circular.

Consequently, the expenditure ofKShs.l, 196,667 is not a proper charge to the public funds and
has not been recovered to date.

Submissi,rn by the Accounting Officer

The accoliting officer admitted that it was true that the Auctioneers Licensing Board paid a total
of Kshs. 1,196,667 to board members who are cmployees of the Judiciary. This because the
government delinked the Judiciary from the main civil service with rcspect to the terms and
conditions of service of its staff with effect from l" January, 1993 r,ide Gazette Notice No. ,'lS0l
dated 8th May, 1995, (Annex 3). The rates of allowances payahlc to chairman, members irnd
secretilriat of the Auctionecrs Licensing Board have since then bccn guidcd by circulars. on 4s
Novcr:rher, 201l, the chief Justice in his capacity as Chair of Judicial Service commission
aDpl-o\ ( (l the current rates payable to Board Members and Secretariat ol-ALB. The allowanccs
nar,l r,, rhe staff were in accordance with the approval ofthe ChiefJusticc.

(,omnrittee Observations and Findings

l. The Accounting officer tabled documents to support its submission that the matter
relating to Irregular Payment of allowances undcr paragraph 222 had been resolved
by Management through a circurar authorized by the chief Justice to the
satisfaction of the Auditor General.

2. The Committee marked the matter as resolved.

223. Cash and Cash Equivalents

223,1 rhe cash and cash equivalents balance of Kshs.l17, 539,997.00 represents three bank
accounts namely recurrent, development and project (Jplp). Further, the judiciary maintains bank

t
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accourts at the Kenya Commercial Bank (KCB) for AlE-Recurrent and development accounts in
all the 120 court stations. At the end ol the financial year these court accounts are expected to

have a nil balance because any outstanding balance should be remitted to the main accounts at

the central bank. However, Kshs. 18,255,732.20 outstanding balances for six (6) court stations of
Homabay, Kerugoya, Gatundu, Kehancha, Nyando and Taveta had not been transferred to the

headquarters account at the central bank of I(enya. No explanation was provided for the

anomaly.

Submission by Accounting Officer

The six court stations namely Homabay, Kerugoya, Gatundu, Kehancha, Nyando and Taveta

surrendered the bank balances in their respective bank accounts to the Judiciary headquarters

recurrent bank account at CBK and the cash book adjusted accordingly as analysed below:

S. No. Court Slation Amount
Su rrendered

Date of
Surrender

llern a rks

I Horrabay 0 N/A The court station spent all AIE, funds

disbursed. The balance of
K5hs.2,247 ,345.40 in the court station's

bank a./c relates to deposits

2

Gatr ctu

I(ehar,cha

137,3t9 30.7 .20t 5 This relates to AIE

11,522,315 t2.8.2015 This relates to development

The balance in the bank account of
KShs.4,107,728.50 relates to deposits

(Annex 5)

3 0 N/A

0 N/A The court station spent all AIE funds

disbursed. The balance of KShs. I 3 I ,091 .60

in the court station's bank a/c relates to

deposits

N/A The court station spenl all AIE funds

disbursed. The balance o1 1iShs.76,331.70

in the court station's relates to deposit

0

33,541 30.7 .2015 This relatcs to AIE

I t,693,23s

Nyando

Taveta
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Gatundu, Homabay, Kenhancha and Nyando Law courts surrendered their AIE at the end ofthe
financial year whereas Kerugoya Law Courts surrendered an amount ofKshs.137, 319 on 30th
July 2015 and raveta Law courts surrendered an amount of Kshs.33, 541 on 30fi July 2015. A
circular was sent out to all court stations to address the issue of late surrender

The deposit money has since been transferred to rightful accounts.

Committee Observations and Findings

1. The explanation by the Accounting officer that the outstanding balances of Kshs.
18,255,132.20 comprised of surrendered AIE alt of which had been deposited in the
correct trank accounts as of30th July 2015 was acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendations

Accounting Officers must at all times ensure that they submit financial statements for
review at least within three months after the end of the financial year pursuant to the
provisions of section 81(a)(a) of the public Finance Management A ct,2012.

223.2 Outstanding Imprests and Salary Advances

Included in the Imprest and cash balance of Kshs.11,g03,266.00 as at 30rh June 2015 is an
amount of Kshs.3,859,025.00 which has been outstanding for almost a year and has not been
recovered to date. Iiurther, the cash balance differs with the balance of Kshs.ll, gj l,262.00
shown in Note l0 by Kshs. 67,996.00.

No explauation has bcen provided for this anomaly and the recoverability of the outstanding
imprcst is douhtful.

In view of the lirrcgoing. the accuracy and cornpleteness ofthe cash and cagh equivalents balance
ofKshs.117, 539,897.00 as at 30th June 2015 could not be confirmed.

Submission by tht \t'counting Officer

out ofthe Kshs. 3.ti5!).025.00 that was long outstanding, only Kshs.56, 000 is outstanding trut of
which Kshs.3O. 000 rvas advanced to a police officer attached to a judge and KShs.26, 000 was
advanced to a judiciary staff that resigned but had not been cleared at the time of audit. The
Judiciarl, has written to the Police to recover the money owed by the police officer. The rest has
since been surrendcred or recovered from the concemed staff.

The difference between the outstanding imprest as per the financial statement and notc l0 of
KShs.67,996 is as a result of movement in the general ledger balance after production of
financial statement carrscd by a later surrender of imprest by an officer thus affecting domestic
travel and outstanding imprest
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Committee Observation and Finding

The explanation try the Accounting Officer that the difference between the outstanding
imprest as per the financial statement and note 10 of KShs'67,996 is as a result of
movement in the general ledger balance after production offinancial statement caused by a

later surrender of imprest by an officer thus affecting domestic travel and outstanding

imprest was acceptable,

Committee Recommendations

l. Within three months of the adoption of this report, the Accounting Officer must

take action to recover the full amount from the salary of the defaulting officer with
an interest at the prevailing Central Bank Rate pursuant to the provisions of
regulation 93(26) of the Public Finance Management (National Government)

Regulations, 2015.

2. Where the accounting officer fails to recoYer outstanding imprest of Kshs.

3,859,025.00, the Accounting Officer should be surcharged pursuant to the

provisions of section 202 of the Public Finance Management Act,2012,

224 National Health Insurance Fund Contributions

The judiciary did not effect the new NHIF rates with effect from l't April 2015 as expected and

specified by the legal notice No/I07 but commenced the revised rates as from July 2015. Arising

from the failure to apply the new rates in the months of April, May and .hrne 2015 the Judiciary

failed to remit an amount of Kshs.l4, 415,410.00. Failure to comply rrith the gazette notice

supplement No.12 is a breach of laws and regulations and this rcllects negatively on the

Judiciary, an Institution which is the custodian on the application o lurrs of the Republic of
Kenya.

No explanation has been provided for the anomaly and the Judiciary risks payment of huge

penalties to the fund

Submission by Accounting Officer

It is true that Judiciary did not effect the new NHIF rates with effect from l't April 2015 as

specified in the Legal Notice No. 107 this because the Gazette No. 107 providing the new NHIF

rates was chaltenged in court. 'lhe case was thrown out in June, 2015. Thus Judiciary could only

effect the deductions of NHIF revised rates in the following month payroll. lt was effected from

l'r.luly,20l5. The delay in effecting the NHIF revised rates has now been rectified through the

CIU's memo which directed that the arrears in respect of the three months of April, May and

June,20l5 be recovered from staff in three installments, with effect from l'tJuly,2016.
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Committee Observations and Findings

l. The explanation by the Accounting officer is that Judiciary did not effect the new
NHIF rates with effect from l'r Aprit 20ls as specified in the Legal Notice No. 107
bccause the Gazette No. 107 providing the new NHIF ratcs had been challenged in
court. consequently, the case was thrown out in June,20l5 and NHIF revised rates
had been rectified through the CRJ's memo which rlirectcd that the arrears in
rcspect of the three months of April, May and June, 2015 werc recovered from staff
in three installments with effect from l.rJuty,2016 was acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendations

Accounting olficers must at all times ensure that they take appropriate measures to
resolve any issues arising from audit which may remain outstanding pursuant to the
provisions of section 68(2)(t) of the Public Finance Management A ct,2012.

225 Acquisition of Assets

During audit inspection of construction of court buildings in various courts and various court
operations in the month of September 2015, the following observations were made:-

225.1 Narok Law Courts

The Judiciary awarded contract for erection and completion of Narok Law courts to a
construction firm for Kshs.20, 5g3,210 contracts No D26RVA{RK/601 Job No. g174A to
commence on I August 2007 for 52 weeks to be completed on 28 August 2008. I-lre contract was
crtcnded up to 30 November 2009 and a cost variation ol Kshs.3, 032,307.21) without any
.iustifiable reasons. Although the contractor was required to enter into a sub-contract agreement
rvilh another firm for plumbing, drainagc and fire protection at a cost of Kshs 2,257,4 41.20, ir
rvhethcr it materialized as no evidence was availed. Due to poor performance, tlrc contractor was
I'ivcn 14 days on 9th December, 2009 to conrplete the works or the contract he terminated in
ruccurdance with clause 33 ofthe conditions ofthe Contract.

Ilrr['cver, in unclear circumstances, and instead of tcrminating the contract, the contractor was
paid Kshs 1,154,756.80 (certificare No 9 dated ll December. 2009), Kshs.570, 636.50
(retention fees), KShs.2, 107,684.30 (ccrtificate No. ll of g ocrober, 2010) and KShs.l,
I 89,401 .30 (certificate No.10 of ll November,20l0).

Alter the above unclear payments, the project was still incomplete and it was handed over to
Jutliciary on 22 March 201 l. Judiciary thcn advertised the works afresh and aw.arded the fresh
\\ r ,r k ( to a different construction firm at Kslrs.65, 194,539 on 2g April 201 5.

In tlrc circumstances, it is not clear and .rL:tlreiary has not explained hou, much the project has
costcd the tax payer and why the first conrractor could not complete thc project despite being

ReTorr on the Emarnanon of the
Year oded ld' June 2015

Repo oJ th. Audior-Geheral on lhe Firrahcial Statements Jot lha National C*"^^"n lu,



paid over 95 percent ofthe contract sum. Further Judiciary should explain why due diligence was

not carried out to protect public funds and interests.

Submission by Accounting Officer

The Accounting Officer submitted thatthefirst contract was entered into eleven (11) yeaIs ago

and the first phase costed the Judiciary Kshs.2O, 583,210. During implementation ofthe project,

it was noted that vadous items were not included in the contract, thus necessitating variation and

redesign. The r ariation of KShs.3, 032,307 .20 was approved by the Judiciary Tender Committee

meeting held on 28rr' September,2009, based on the project manager's recommendation letter

which included a financial appraisal and the contractor's request for extension of the contract

period. The project manager vide letter dated 20s November, 2009 to Loima contractors

instructed the main contractor to enter into standard sub-contract agreement with M/S Jimwa

Construction and Services Company Ltd of P.O. Box 12744, Nakuru for plumbing, drainage and

fire protection works at a contract sum of KShs.2,257,441.20.

Due to poor performance, the project manager gave the contractor 14 days' notice to complete

the conkact or it be terminated via letter dated 9th December,2009. The contractor responded via

letter dated l8th December,2009 stating that delays were due to effects of post-election violence

and delays in settling certificate No.8 dated l5s October, 2009. On 2l'r December, 2009, the

contractor issued a Delault Notice to be paid certificate No. 8 to be paid within 14 days. The

contractor was paid and resumed work as evidenced by Site Meeting Minutes No.14 dated 2l't
April, 2010. This is why the contract was not terminated.

The contractor requested for extension of the contract period to 9s April, 2010 thrt, rgh letter

dated 1ls March, 2010, which was recommended by the project manager. Certificatc No.9 dated

I I December, 2009 was paid within the contract period which had been extended. The site

meeting No. l4 held on 2i't April, 2010 resolved that the contractor hands over the project as it
is and the lemaining works be carried over to phase II see Site Meeting minutes. The total cost of
the project to the Judiciary was KShs.22, 382,684.90 as per certificate No. I I see copy of interim

certilicat!'

Due dilige'rc, was carried out by the Judiciary which led to a reduction of the construction cost.

The initial r,ller lor the contract was Kshs.l07, 000,000 but the Judiciary rejected the offer and

cost came do\\,n to Kshs. 65,194,539.30.

The additional works lbr phase two iue as per the attached letter fiom the project manager dated

27tt'May,2010.

Committee Observation and Finding

The explanation by the Accounting Officer that the site meeting No. l4 held on 2l'r
April, 2{ll0 resolved that the contractor hands over the project as it is and the

remaining works be carried over to phase ll was not satisfactory as thc variation of
Kshs. 3,032,307.20 was approved by the Judiciary Tender Committee mecting held on
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28th September, 2009, based on the project manager's recommendation letter which
included a financial appraisal and the contractor's request for extension ofthe contract
period and contrary to the section 47 (b) of the public procurement and Disposal Act,
2005 and Regulation 3l of the Public Procurement and Disposal Regulations, 2006 that
stipulate that where there is variation in the scope of works the variation nrust be
executed within the period of the contract.

Committee Recommendations

1. within three months of the adoption of this report, the Accounting officer who was
in oflice at the material time should provide an explanation for accepting handover
of the law courts contrary to section 47 (b) of the public procurement and Disposal
Act,2005.

2. Failure to provide the explanation, the Accounting officer should be surcharged
with Kshs. 3,032,307,20 pursuant to the provisions of section 202 of the pubtic
Finance Management A ct, 2012,

225.2 Eldama Ravine Law

Judiciary awarded two contracts Nos JUD/I06/2ol4l2ol5 and JUD1l07l2014/2015 for
construction of new court and refurbishment of the law court building at a cost of Kshs.65,
505,814.80 and Kshs.4, 304,365.80 respectively. The contracts were awarded to two cosslrucrion
firms on 4 February 2015. However, some tender documents were not typed and had aherations
which casted doubts on the credibility of thc lhole tender process. Further, no title deeds were
made available for audit verificalion.

As a result, the propriety of the expendirure of Kshs.69, 810,180.60 could not be ascr'rr.ined.

Submission by Accounting Oflicer

(i) It is true hat the Judiciary awarded two contracts Nos. JUD/I0(r/20t r,l0l5 and
Jlll)1107/lrrr'l/2015 for construction o| a new law court and refurhishmenr. oi a court
buiiJing. ir c()st of Kshs. 65,505,814.lJ(r and Kshs.4,304,365.80. By this time the.tudiciary
relicd on l'rrhlic works to prepare the tender documents. The'lender was opencd, evaluated
arrd awarded thc by County Tender Committee having satisfied itself that all documents were
well done and in order. Therefore, it is not true that the'l'ender documents had credibility
issues, the process followed procurement laws. The minutes of tender opening, evalr.ration
reports and minutcs of award for the two projects are hereby attached.

(ii) The Chief Justice appointed a committee dealing with assets of the Judiciarv. 'l hc work is
still on-going and the rcport will be ready in June 2018.

Committee Observations and Findings

1. The explanation of the Accounting officer that thc Tender was opened, evaluated
and awarded the by county Tender committee having satisfied itsclf that all
documents were well done and in order and therefore it was not true that the
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Tender documents had credibility issues was unsatisfactory insofar as the

Accounting Officer did not explain'why some tender documents in the custody of
the Auditor General were not typcd and had alterations and no titles had been

submitte d for audit verification.

2. The Accounting Officer during the period under review was Ms. Anne Amadi.

Committee Recommendations

1. Within three months of the adoption of this report, the Accounting Officer (during
the period under review) must provide an explanation for incurring expenditure of
Kshs. 69, 810,180.60 and entering into a contract for procurement without lawful
tender documents contrary to the provisions of section 196(l) ofthePublic Finance

Management Act,2072.

2. Where the Accounting Officer fails to provide an explanation, the Accounting

Officer (during the period under review) should be surcharged Kshs. 69,810'180.60

pursuant to the provisions of section 202 of the Public Finance Management Act,

2012.

225.3 Kakamega Law Courts

Judiciary on 15 May 2015 awarded contract No. JUD/130/201412015 for the construction of
public toilets, guardroom, holding cells extension to customer care unit, repair to parking

driveway, storm water drainage and masonry wall fencing to a construction firm at a cost of
. ;hs.34,670,412.80. However, the award was later contested by Judiciary who stopped the site

handover on l6 July 201 5 for further investigations on the tender process. Further, even though

the project was supposed to commence on 23 June 2015, the project has not kicked off by the

timc of audit in January, 201 6.

In tho circumstances, it is not clear what thc Judiciary : l'a1, lbrward is to avoid possible risks ,,i

litigations and to save the tax payers moncy.

Submission by Account ing Officer

The tender was advertisci, by the Judiciary headquarters and the bid documents deposited at thr

district treasury. Evaluatio,r was carried out at the court station. The contract was then forwarded

to the CRJ for signature. Afler signing the contract, the Accounting Officer received informatiorr

that the contract was not propcrly procwed, hence the Accounting Olficer requested the court

station not to hand over the site until after the Intemal Audit and Risk Management Directorate

had reviewed the entire evaluation process. The internal audit review ascertained that none ofthc
28 bidders fulfilled all the mandatory requirements of the tender as stipulated in the call for

invitation to tender at Section VI ofthe tender document. It was therefore decided that the tender

be terminated because of this anomaly. See tender committee minutes terminating the tender.

Following &e termination of the award, the contraclor has not disputed and thus there is no

litigation.
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Committee Obse rvations and Findings

l. The explanation of the Accounting officer that the project worth
Kshs.34'670,412.80 had not kicked off by the time of audit in January, 2016 because
the Accounting officer had received information that the contract was not properly
procured, requested the court station not to hand over the site until after internal
audit review, which process asccrtained that none of the 28 bidders fulfilled all the
mandatory requirements of the tender as stipulated in the call for invitation to
tender al Section VI of the tender document was satisfactory.

2. The Committee marked the matter as resolvcd.

Committee Recommendations

within three months of the adoption of this report, the Accounting ollicer should
commence tender for the for the construction of public toilets, guardroom, holding cells
extension to customer care unit, repair to parking driveway, storm water drainage and
masonry wall fencing.

225.4 Mavoko Law Courts

(i) Judiciary on 4 February 2014 awarded contract No. Judll$l2}l4/15 of Kshs. 2,511,000 to a
company for installation of two containers. Although the containers were installed, it was
however noted that they did not meet minimum required court standards due to lack ofset up
nccessary partitions and their limited sizes.

In the circumstances, it was not clear whether Judiciary and the tax payer got value for
money of Kshs.2, 5l 1,000 spent on the project.

(ii) Further, although the Judiciary in rhe year 2013 spent Kshs.46, 45g,069 for the construclion
of a prefabricated cou,1 at Mavoko, there was no evidence on the ground as the court
operates from the two steel containers with one container placed dangerously on top of the
other.

It is not clear therefore how the Kshs.46, 458,069 was accounted for and whether Judiciary
got',alue for the money.

Submission by Accounting Officer

i) The Accounting Officer admitted thatit was true that the Judiciary awarded a contract No.
lllD/8812014/2015 of Kshs. 2,511,000 to a company for installation of two containers and
other works. The scope of works as outlined in the BQ attached among other things required
for supply and delivery o1'two (No.) containers, which did not require partitioning. The other
works to be done included paving the compound, construction of public waiting area (timber
and comrgated iron sheets ) and exhibit store (timber and comrgated iron sheets). Therefore
the works werc carried out as per the BQ specifications.
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ii) The Accounting Officer admitted thatit was true that the Judiciary awarded a contract for

construction of a prefabricated court at Mavoko Law Courts for Kshs. 46,458,069. When the

contractor went to site, it was realized that Judiciary did not have land to construct the court

at Mavoko as the court operates from County government compound. The contract was

redirected to Runyenjes Law Courts.

Committee Observations and Findings

1. 'I'hc scope 0f works as outlined in the Bill of Quantities required for supply and

dclivery of two containers, which did not require partitioning. 'fherefore the

works werc carried out as per the BQ specifications.

2. The Judiciary awarded a contract for construction of a prefabricated court at

Mavoko Law Courts for Kshs. 46,458,069. When the contractor went to site, it
was realized that Judiciary did not have land to construct the court at Mavoko
as the court operates from County government compound. The contract was

redirected to Runyenjes Law Courts.

3. The Judiciary did not conduct due diligence at the point of procuring and

awarding a contract for construction of a prefabricated court at Mavoko Law

Courts for Kshs. 46,458,069

Committee Recommendation

Accounting Officers must always ensure that they ensure that all applicable accounting and

financial c, rrrols, systems, standards, laws and procedures are followed when procuring or
disposing rrl goods and services pursuant to the provisions of section 68(2)(e) of the Public

Financc N'l anagement A ct,2012.

225.5 Ernhrr Law Courts

Judiciary on 30 September 2014 au,arded a tcnder to a firm for the constrlrction of Embu High

court building at a cost of Kshs. 229, 325,146. However, tender docutnents were not made

available for audit verificalions as at 30 June 2015. In the circumstances, it u,as not possible to

ascertain that proper procuremcnt procedures were followed in lhe court construction and

whether ti,c cxpenditure was a proper charge ofpublic funds.

Submiss,,, rr by Accounting Officer

The Accounting Officer submittedlhat the tender documents are available lbr audit review. At
the time of visiting the court station, the tender documents had been kcpt at the Judiciary

headquarters the documents have since been relocated to the court station with copies left at

headquarters.
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Committee Observations and Findings

l. The explanation by the Accounting officer that the Tender documents were not
available for audit review at the time of visiting the court station, because they had
been kept at the Judiciary headquarters was reasonable.

2. The Committee marked the matter as resolved,

Committee Recommendations

Accounting officers must at all times ensure that they providetheAuditor General and any
other office, where relevant, with any information it may rcquire to fulfill its functions
pursuant to the provisions of section 68(2Xn) of the public Finance Management A ct,2012,

225.6 Court Deposits

Scrutiny of Ilrlbu Chief Magistrate's deposit ledger showed that it included neither deposits
which were deposited in the year 2003 and which had not been claimed nor their cases
determined. It was not possible to establish the status of those cases or why the deposits
remained unclaimed.

In the circumstances, it was not possible to ascertain the lllount of court cash deposits held by
the Embu La\\ ( ,)urts as at 30 June 2015.

Submission by Accounting Officer

It was true that therc were deposits made in 2003 and that the cases had not been determined.
Refund ofdcposits is done after conclusion of the case and upon claim by the depositor.

Committee Observations and Findings

l. The explanation by the Accounting officer that there were deposits made in 2003 in
court cases which had not becn dctcrmined and refund ofdeposits would done after
conclusion of the case and upon claim by the depositor was acccptable.

2. Thc ( ommittee marked the matter as resolr cd.

Committet l{ecommcndation

Accounting officers nrust at all timcs ensure that they providetheAuditor General and any
other officc, rvhere rclevant, with any information it may require to fulfi1 its functions
pursuant to the provisions ofsection 68(2)(n) ofthc public Finance Management Actr 2012.

226. Suspense Deposits and Outstanding Bank I>;ryments.

Examination of courts refunds made revealed that not all stations have submitted their bant
ruconciliation statemenls and the refunds were not fully supported. Further, outstanding deposit
account reconciliation showed a suspense balance totaling to Kshs. 93,06g,013.97 that has not
been explained. In addition, the year-end reconciliation in Suprerne Court has an outstanding
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payment in bank but not in the cashbook tolaling to Kshs.62, 863,086.00. These payments are

neither supported nor explained as to what they represented. Consequently, the total deposits

account balance of Kshs.3, 151 ,128,372.15 as at 3 0 June 201 5 could not be confirmed.

Submission by Accounting Officer

The Accounting Officer submitted thattheCourt stations prepared and submitted bank

reconciliation statements at the end of the financial year and availed for audit review. Deposit

refunds are supported by copies of court orders, identity card of depositor and original deposit

receipts or affidavit in case of loss of the original receipt.

The suspense baiance of Kshs.93, 068,013.97 originated as a result of historical difference

between the deposits ledger and deposits bank account balances when the Judiciary accounts

were maintained by the District Treasuries. The Judiciary is in the process of delinking from the

district treasuries and reconciling the deposits bark accounts to ascertain the actual position.

The outstanding payment in the bank not in the cash book totaling KShs.62, 863,086.00

originated from fraudulent payments and the case is still pending in court. See charge sheet

attached.

Committee Obser-vations and Findings

I. The explanation by the Accounting Officer that the outstanding payment in the

bank not in the cash book totaling KShs.62, 863,086.00 originated from fraudulent
payments and the urse is still pending in court was acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officcrs must at all times ensure that they submit financial statements for
review at least within three months after the end of the financial year ptrrsuant to the

provisions of scction 8l(4)(a) of the Public Finance Managemen( ,\ct, 2012.

227 Chiel' N4 agistrates Cou Its - Kitale

227.1 Purchase of Furniture

Examination of records at the Chief Magistrate Office, Kitale revealed that oul of total

recurrent expcnditure of Kshs.8, 643,955.00 an amount of Kshs.969, 225 was spent on the

purchase of fumiture tiom Prisons Industry Fund. However, no inspcction and acceptancc

certificates were issued contrary to Section 17(1) (4) (b) (c) of the Public Procurement and

Disposal Regulations, 2006.

In the absence ofthe inspection and acceptance commitee's certificate, it has not been possiblc

to determine whether the fumiture supplied met the technical standards and whether the

Judiciary got value for money.
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Submission by Accounting Oflicer

It is true that Kitale Law Courts procured furniture totalling Kshs. 969,225 from prisons Industry
Fund, the procurement was undertaken in accordance with Section 4(2) of the public
Procuement and Disposal Act 2005. The fumiture was inspected and accepted and recorded in
the Sll.

Committee Observations and F indings

I' The Accounting ollicer tabled the inspection and acceptance report together with
Sl l for audit review.

2, The Committee marked the matter as resolved,

Committee Recommendations

Accounting officers must always ensure that all applicable accounting and fi.nancial
controls, systems, standards, laws and procedures are followed when procuring or
disposing of goods and services pursuant to the provisions of section 6s(2)(e) of the public
tr'inance Management A ct,2012.

227 .2 Failure to maintain a Fixed Assets Register

During the year under review. thc Judiciary did not maintain a fixed asset register to keep details
of assets acquired during thc ,r'ear totalling Kshs.902,752,829 and brought forward balance of
Kshs. 1,457,592,424 (Notc 7).

Further, its Kitale cou( ditl not maintain the asset register for assets used. It was therefore not
possible to ascertain the cxistence, location, the numbcr and value of assets in the custody ofthc
department at the time ol'carrying out the audit.

In the absence of the fixed assets register, proper accountability ofassets purchased, handed ovcr
and disposed off might nor be guaranteed.

Consequently, the existenec, valuation, accuracy and security ofthe fixed assets stated at Kshs.2,
390,345,253 as at 30 Jur.rc 2015 could not be confirmed.

Submission by Accounting Officer

Kitalc I-aw courts maintains an inventory of fixed assets. The Judiciary is in the process of
compilrnr., a comprehensive fixed assets register which is still in draft form.

Committee Observations and Findings

l. The Judiciary is in the process of compiling a comprehensive fixed asscts register
for Kitale Law Courts which is still in draft form.

2. The matter remains unresolved.

T
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Committee Rccom mendations

l. Within nine months of the adoption of this Report, the Accounting Officer should

avail to the Auditor General a comprehensive lixed assets register for review and

verification of Kitale Law Courts.

2. Accounting Officers must at all times ensure that they are responsible for the

management of the entity's assets inaway which ensures that thenational
government entity achieves value for money in acquiring, using and disposing of those

assets pursuant to the provisions of section '72(l) of the Public Finance Management

Act,2012.

228 Transfer to Other Government Units.

Included in the statements of receipts and payments and at Note 5 is Transfer to Other

Govemment Units balance of Kshs.378, 861,368.00 as at 30th June 2015. However, Annex 3

supports a balance of Kshs.345, 373,587. The resulting variance of KShs.33,487,781.00 has not

been explained.

Consequently, the accuracy and utilization and accountability of the KShs.33,487,781.00 could

not be confirmed.

Submission by Accounting Officer

The Accounting Officer admitted thatit was true that the financial statements at Note 5 shows

Transfers to Other Govemment Units balance of Kshs.378, 861,368 while Annex 3 supports a

balance of Kshs. 345,373,587 resultrrrg in a variance of Kshs. 33,487,781. The variance was

caused by under stating ofgrants to:

i. National Council for Law lle porting QICLR) by Kshs. 32,903,690.

ii. National Council lbr Adnir)i:itration of Justice (NCAJ) by Kshs. 584,091.50

The balance of l(shs. 378,861,168 is now analyzed as per attached list.

Committee Observations and Findings

l. The explanation by the Accounting Officer that the variance of Kshs. 33,487,781

occuring in the financial statements at Note 5 relating to Transfers to Other
Governrnent Units was caused by under stating of grants to National Council for
Law li.eporting (NCLR) by Kshs. 32, 903,690 and National Council for
Administration of Justice (NCAO by Kshs. 584,091.50 was acceptable.

2, The Committee markcd the matter as resolved.

R2PoonlheExaninotlonorlheRePooIlheAudlo.(i,n{alonlheFinan,,olstot"on@
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Committee Recommendations

Accounting officers must at all times ensure that they providetheAuditor General and any
other office, where relevant, with any information it may require to fulfill its functions
pursuant to the provisions of section 68(2)(n) ofthe public Finance Management Act,20l2.
229 Internal Audit

There was no evidence that intemal audit section of Judiciary has been carrying out its duties.
This is due to lack of reports generated by this sector with its recommendations and which
indicates how this section is assisting Judiciary to improve its performance on service delivery.
The reports prepared, recommendations made and further actions taken to improve the Judiciary
operations were not availed for audit verification.

Submission by Accounting Officer

The Accounting Officer submitted thattheAudit and Risk Management Directorate carries out its
duties in accordance with the Intemal Audit work plan approved by the Audit, Govemance and
Risk Management committee of the Judicial service commission (JSC). Attached, please find
the internal audit work plan for the 2014/15 financial year. The directorate issues audit reports
with recommendations, which assist the Judiciary to improve its performance on service
delivery. During the period under review, thc directorate carried out 28 comprehensive audits out
of the 30 that had been approved by the Audit, Governance and Risk Management committee.
The audit reports are available for audit review. The audit reports are discussed by the Audit,
Govemance and Risk Management committee of the JSC, which makes resolutions to improve
the Judiciary operations. Furthermore, the directorate makes a follow up on the implementation
of audit recommendations.

Committee Observation and Finding

Thc explanation by the Accounting officer that Au<iit and Risk Management Directorate
carries out its duties in accordance with the Internal Audit work plan approved by the
Audit. (lovernance and Risk Management Cornmittee of the Judicial Service Commission
along rvith the internal audit reports tabled were acceptable.

( ommittee Recommendation

Accounting officers must at all times ensure that they have appropriate arrangements in
place for conducting internal audit according to the guidelines ofthe Accounting Stantlards
Board pursuant to the provisions of section 73(l)(a) of the public Finance Management
Act, 2012.

230 l)rcr ious Ycars Matters

In Notc I to the financial statements, the Judiciary has indicated that all matters exccpt No.
5078 *ert resolved. However, Judiciarl,has not explained with sufficienl evidence horv the
frrllowir,g l'natters were resolved.

T
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3.093,000.000

Budget

Development

46pe

rcent

50pe

rcent

59pe

Paragraph

s07(a)

s07(b)

507(c)

510

512

513(D

s13(iD

Issue

Stalled pmjects at Bomet, Wanguru and Othaya Law Courts

Tenders at Kericho Law Courts

Non-firnctioning WAN/LAN

Accuracy of cash and cash equivalent balance

Outstanding imprests and Advances

Unsupported payments from deposit bank account

Unreconciled deposit at Nyamira Law Court

Category Actua I Va ria nce

Submission by Accounting Olficer

The Accounting Officer submittedthe above matters appeared in the Auditor General's Report

for Financial year 2013/2014. The issues were discussed at the last Public Account Committee

meeting and resolved. Copies of the responses provide at last PAC meeting are available.

Committee Observation and Finding

The Committee marked the matter as resolved,

Committee Recommendation

Accounting Officers must at all times ensure that they take appropriate measures to
resolve any issues arising from audit which may remain outstanding pursuant to the
provisions of section 68(2)(l) of the Public Finance Management Act, 2012.

23lBudget and Budgetary Control

ItcrD

Rcceipts

I
pcrc
ent

Commenls

Note IDcvelopment

Development 167,000,000

| ,?77 ,387 ,0s7 1.815.612.943

65,967,038 101,012,962

4l pe

rcent

40pe

rcent

Note 2

Acquisition

Assets

of DeYelopment I,776,000,000 825,031,i89 950,968,81 I Note 3

Other Expenscs 1,100,000,000 547,862,46t 552,137,539 Note 4

Acquisition of Recurrent t3 t,862,4t4 77,721,639 54,140,1'15 Notc 5
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Assets rccnt

231.1 Budget versus Actual Variances

The Judiciary received orly 41 percent of the development funds. Further, the management spent
on average 50 percenr t-rf the expenditure budget. No explanation has been provided for
variances.

Submission by Accounting Officer

The Accounting Officer admitted thatthe budgetary allocation of KShs.3, 093,000,000 and actual
receipts were as follows:

S. No. DESCRI PTION

718,846,442.00

995,733,539.00

87,000,000 39,992,802.6s

80,000,000 r 8"959,840.65 61,040,159.35

I'OTAL 3,0()3,000,000 t ,277 )87,057 I,815,612,943
L

'fhe variance in reccipts is attributed to the following factors:

l)l-cngthy appr.val process for JPIP projects leading to delays in implementation and
funding of projects.

2) Delays in cxcheqrrer releases by tire National Treasury.

Committee Observations :rnd Findings

l. The explanation b1.. the Accounting officer that the variance of Kshs. 1,g15,612,94-l
in receipts was attributed to a lengthy approval proccss for JpIp projects leading to
delays in implementation and funding of projects and delays in exchequer releases
by the National Trcasury was satisfactory.

2. Thc Committec marked the matter as resolved.

Committee Recommendations

Accounting officers must at all times ensure that they prepare annual cash flow which
shall be hroken down into a three months rolling basis and shall be adjusted to reflcct any

T

Bt,IDG ['I' ACTUAL RECEIPTS VARIANCE

GOK 1,382,404,000 663,55 7,55 8.00

JPIP 1,543,596,000 547,862,461 .00

UNDP 47,007,t97.35

IroRl)
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implementation realities in consultation with the National 'Ireasury pursuant to the

provisions of regulation aa (3) of the Public Finance Management (National Government)
Regulations, 2015.

231.2 Revenue Analysis

Item Category 201312014 2014n015 Variance percent Comments

Kshs Kshs Kshs

l. Proceeds from Receipts 568,156,260 4'l,001,197 521,149,063 9lpercent Not explained

Domestic and foreign Grants

2. Orher Expenses Payments 316,780,247 |,200,M2365 883,662,1l8 2TSpercenr Not explained

The huge drop in receipts and foreign $ants of Kshs.521, 149,063.00 has not been explained.

Further, the over-expenditure of Kshs.883, 662,1 18.00 in other expenses has not been justified. In
addition, surplus for the year has dropped from Kshs.269, 286,893 in 2013/2014 to a deficit of
Kshs. I 39,943,733 in 2014/201 5.

In the circumstances, the budget and budgetary control mechanisms by the Judiciary are weak and

the planned and promised services have not been eflectively delivered for the year ended 30th

June 2015.

Submission by Accounting Officer

The At, ,rLrnting Officer submitted thatin the year under review there was reduction in donor

comr.r r itrnents leading to the drop in proceeds from the domestic and foreign grants. Other

expenses olKShs.l, 200,442,365.00 consist of JPIP which is a i,,air and World Bank increased its

commitment that year because of increased activities.

The budgctary control mechanisr)rs were followed during this poriod and every expenditure was

guided by the Covemrnent Financial Regulations.

Comnrittec Observations and Findings

I ) ln the year undcr rsl,igl' there was reduction in donor commitments leading to the

drop in proceeds fronr t lc domestic nnd foreign grants.

2) Other expenses of KShs.l, 200,442,365.00 consist of JI'IP which is a loan and World
Bank increased its commitment that year because of increased activities.

3) The budgetary control mechanisms were followed durins this period and every
expenditure was guided by the Government Financial Regulations.

4) The Committee marked the mattcr as resolved.

R.portonth( t',,t 1lutionoJhe P,eport ofthe Auditor-Gent rul an the Ftrrn",ot 5,u,"*"nu1-,ni ii r"r,,,,i /*ii--Pa@T
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Committee Recommendations

Accounting officers must at all times ensure that they prepare annual cash flow which
shall be broken down into a three months rolling basis and shall be adjusted to reflect any
implementation realities in consultation with the National rreasury pursuant to the
provisions of regulation 44 (3) of the Public Finance Management (National Government)
Regulations, 2015.

232. Rudget Absorption versus Cases Clearance.

During the year under review, the development budget absorption rate was estimated as
85percent while the current budget was estimaled at g5percent. Further the case clearance rate
was recorded as 76 percent (303,126 cases resolved) which was a decline from the gTpercent
(457,040 cases resolved) clearance in 201312014. Further, the Judiciary had 119 development
projects during the year at varying stages of implementation to improve on courts and court
facilities. However, it is not clear and Judiciary has not explained why both the budget
absorption rates and the court cases clearance rates were on a decline while the tax payer expects
enhanced services.

Submission by Accounting Officer

While thc utilization of Recurrent Budget was 95 percent, the utilization of whole Judiciary
Budgel \'ote (i.e. combined Recurrent and Development Votes) stood at g5 percent which was as
result r,l low absorption of Development vote due to lengthy procurement procedures, disputes
in sonr. contracts leading to delays in payments and the World Bank procurement procedures
that rcqLrcs obtaining no objection prior to start ofany activity.
-fhc t.urt cascs clearance rates were on a dccline due to the following rcasons:

1i) 'l'he nature of cases determined in thc 2014i l5 was more complex and required more timc
to detcrmine.

(ii) In the 20l3ll4 financial year, Judici:rJ officers and Judges had a strict sratutory timc
within which to clcar the election petition cases. This led to more cases being determincd
in that year.

(iii) Ihc slow workings of the Magistrates and Judges Vetting Board alfccted the work of
jrrdicial officers thus reducing case clearance rates.

Committcc Observations and Findings

1. The utilization of whole .Iudiciary Budget vote (i.e. combined Recurrent and
Dcvelopment votes) stood at 85 percent which was as result of low absorption of
I)evelopment vote due to Iengthy procurement procedures, disputes in some
contracts leading to delays in payments and the world Bank procurement
procedures that requires obtaining no objection prior to start ofany activity.

2. The court cases clearance rates were on a decline due to the following reasons:

Repnrt on the Ewmnalioa oJlfu Rzport ol
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(i) The nature of cases determined in the 2014/15 was more complex and

required more time to determinc.

(ii) In the 20l3ll4 financial year, Judicial Oflicers and Judges lrad a strict
statutory time within which to clear the election petition cases. This led to
more cases being determined in that year,

(iii)The slow workings of the Magistratcs and Judges Vetting Board affected the

work ofjudicial officers thus reducing case clearance rates.

3. The Committee marked the matter as resolved.

Committee Recommendation

Accounting Officers must at all times ensure that they prepare annual cash flow which
shall be broken down into a three months rolling basis and shall be adjusted to reflect any

implementation realities in consultation with the National Treasury pursuant to the
provisions of regulation 44 (3) of the Public Finance Management (National Government)

Regulations,20l5.

REVENUE STATEMENT - THE JUDICIARY

233 Discrepancies in Revenue Records

233.1 Naivasha Law Courts

Records maintaincd at the station reflected the amounts of surrender to the Headquarters for
court fines and ,trurt fees as Kshs.100, 923,964.00 and Kshs.ll, 612,408.00 respectively.

Howcver, recorris maintained at the Headquarters had surrenders amounting to
Kshs.l10,192,141.00 and Kshs.10,583,445.00 for court fines and fees respectively and hence a

difference of Kshs.(9,268,377.00) for cout fines and Kshs.1,028,963.00 for court fees. The

difference betrvecn the two sets ofrecords have not been explained or reconciled.

In the circumstances, the accuracy and completeness of the revenue collected and surrendered

flom Naivasha Law Courts could not be oonfirmed as at 30 June 2015.

Submission by Accounting Officer

The Accountirrg Officer submitted that the difference between the station and headquarters

surrcnder amount was caused by the problem of cut-off time where surrenders of previous year

maybc recorrlcLl at headquarters as collection of this year and the station may record may

collection because it had not surrender all the collections and the book ofprevious year.

This has now becn solved by making sure that al cnd of every month the balances in revenue

account automatically swept to the judiciary revenuc collection account and the station surrender

the required documents.

i"1,,r ,,t rtte Exa,n,,orton ol the Repott o/ the Audtt(, -Oeneral on the Ft*rriot S,on^"n,4* tt," Xo,,o*t r;,,' ,,, Page259
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Committee Observations and Findings

l. The explanation by the Accounting Officer that The difference tretween the station
and headquarters surrender amount was caused by the problem of cut-off time
where surrenders of previous year maybe recorded at headquarters as collection of
this year and the station may record may collection because it had not surrender all
the collections and the book of previous year was satisfactory.

2. The Committee marked the matter as resolved.

Committee Recommendations

Accounting officers must at atl times ensure that they provide the Auditor General and
any other office, where relcvant, with any information it may require to fulfill its functions
pursuant to the provisions of section 68(2)(n) of the public Finance Management Act,2012.

233.2 Eldoret Law Courts

Fines

An audit inspection at Eldoret Law Court indicated that fines collected in the financial year
201412015 were Kshs.5l, 984.72?.000. However, the amount of fines surrendered at
Headquarters totaled Kshs.38, 070,330.00 resulting to an unexplained difference of Ksh.l3,
914,397.00.

Further, the revenue collcction control sheet number 0192365 collected two different amounts
Kshs.522, 360.00 and Ksh.l, 537,475.00 respectively. In addition. the amount of fees collected
could not be confirmed as Icvenue collection control sheets and surrenders were not available for
audit.

Consequcntly, the amount of fines and fees collected and surrendered from Eldoret Law Courts
could not be ascertained.

Submission by Accounting Officer

Thc Accounting Officer submitted that the llncs collected at Eldoret Law Courts during the
20l4il5 financial year was KShs. 38,070,330 as analyzed in the table below and revenue
collection schedule maintained at the Judiciary headquarters and not KShs.5 1,9g4,727.00 as
reported in tlre audit finding. Copy of sample surrender miscellaneous receipts from station
attached

FINE AMOUNT (]OI,LECTEI)

l,148,880.00

MONTH

July 2014

August 2014

September 20 I 4

2,712,12s.00

9,051,08ri.00

Repo on the Examihation ofrhe Repo
Year ended 3d" June 20 I 5
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October 2014 8,716,848.00

November 2014 0

December 2014 7,596,845.00

January 201 5 2,154,395.00

Fehruarv 201 5 r,007,350.00

March 2015 1,049,940.00

April 201 5 r,624,105.00

May 201 5 t,331,424.00

June 201 5 I,677,330.00

TOTAI, 38,070,330.00

Committee Observations and f indings

l. The explanation of the Accounting Officer that the lines collected at Eldoret Law

Courts during the 2014/15 financial year was Kshs. 38,070,33{i as analyzed in the

table below and rer.nue collection schedule maintaincrt at the Judiciary
headquarters and no1 Kshs. 51,984,727.00 as reported in (hc audit finding was

acceptable.

2. The Committee marked the matter as resolved.

Committee Recommendation

Accounting Oflicers must at all times ensure that they provide the Auditor General and

an), other office, where relcvant, with any information it rnay require to fullill its functions

pursuant to the provision5 r,l'5sction 68(2)(n) of the Public Finance Management Act,20l2.

Other Matters

234 Documents examined ru,ealed that Naivasha Law Court station did not maintain collections

and surrender docunrents such as a clear copy of collection control sheet (GOl63 Revised), a

properly prepared rcceipt voucher for each month and a summary indicating each month's

surrender totals and the totals for each whole financial year at the year end. A number of these

documents were missing or poorly frled making it difficult to confimr whether correct surrenders

were made to headquarters.

Further a number ofrevenue rcceipt books were not accounted for in Meru Court Station.

Rcport on the Emmnafion oI the Report oJ the Auditor-Generol on the Financial Slatenents for lhe National Aovenmenl tot lhe
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Submission by Accounting Officer

The Accounting officer admitted that it was true that at the time Naivasha Law courts was not
maintaining copies of collection and surrender documents which are very clear as the court was
keeping copies while the main copies were kept at the District Treasury. The other major
challenge was lack of accounting staff in the station at the time. This has been resolved by
posting an Accountant to the station.

Committee Observations and Findings

l, The explanation by the Accounting officer that at the time Naivasha Law courts
was keeping copies while the main copies were kept at the District Treasurl because
the station did not have accounting staff was reasonable.

2, The Committee marked the matter as resolved.

Committee Recommendations

Accounting Officers must at all times ensure that they are responsible for the management
of the entity's assets in a way which ensures thal the national government entity achieves
value for money in acquiring, using and disposing ofthose assets pursuant to the provisions
ofsection 72(1) ofthe Public Finance Management Act,2012.

DONOR FUNDED PROJECTS

CAPACITY DEVELOPMENT T'OR SUPREME COURT OF KENYA PROJECT

Other Matter

235. The capacity DevelopmcrrL rbr the Supreme court or'Kenya project Grant No.0l30-0970
for $1,000.000 (Kshs. 52,120.i)00) was signed on 4 ocrober 2013 for a two year period.
However, no lunds werc recei\cd and utilized in the lirst year ended 30 June 2014. In the current
year 201412015 only Kshs. I tl.(r 59,840 out of Kshs. 52,1 20,000 was utilized representing a paltry
36.4percent. Although thc plr,lect has received a no-cost extension to 30 June 2016, the low
project funds absorption may alrcct the achievement of the project goals and objectives.

Submission by Accounting Oflicer

ThL accounting officcr stated tl)at it was true the capacity Development for Supreme cou( of
Kcnr a Project Graat was signed on 4 october 2013. The grant disbursement was delayed to start
duc 1i, donor late provision ol commitment to National rreasury and the low absorption in
suhsequent year was caused by the busy schedule of the Supreme court as it was hearing
electio, petition matters. The project was extended further to 30 June 20lg to achieve the
project obi,..ctives.

Committee Observations and !'indings

l. The Accounting officcrs explanation that the capacity Deveropment for supreme
Court of Kenya Project Grant was was delayerl to starl riue to donor late provision

ReporlontheE'Amfiali.,ij,'t"7o,tonu,ludttor.GeneralontheFt**.l.\,",*,,'I*,,:;lfu";ffi
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of commitment to National Treasury and the low absorption in subsequent year was

caused by the busy schedule of the Supreme Court as it was hearing election petition
matters was acceptable.

2, The Committee marked the matter as resolved.

Committee Recommendations

Accounting Officers must ensure that proper management and control of, and accounting

for their finances in order to promote the efficient and effective use of budgetary resources

pursuant to the provisions of section 68(2)(m) of the Public Finance Management Act,
2012.

JUDICIAL PERFORMANCE IMPROVEMENT PROJECT (IDA CRBDIT NO. 5181 -
KE)

236. Undelivered Motor vehicle

The project initially awarded a contract to CMC for supply of l3 motor vehicles on 02 April
2014 at a cost of Kshs 4l ,600,000 which was objected by the World Bank as CMC was not the

lowest bidder. The contract was later awarded to Global Fleet Sales Company of Thailand,

through competitive Intemational Tender, for supply of thirteen (13) Ford Everest 4x4 vehicle

vide tender Min. JTC/I ll20l3l14 of 2 April 2014 at a cost of US$.425,800 (equivalent

Kshs.36,234,125). The cost excluded custom duty and other taxes. The delivery period was three

months after payment of 90 percent costs. Flowever, at the time of the audit, only 9 vehicles had

been delivered after a payment of Kshs 66,E t i,600.55.

The delay in delivery ofthe above vehicles occasioned ineligible penalties of Kshs.20,645,562 as

per the Invoice No.GFSHFI4-0100F ujrich had not been paid at the close of the year and the

Projcct is likely to incur more costs if ti.rc remaining vehicles are not delivered. lt is not clear

u'hy' duc diligence was not carried out by the Judiciary to avoid unnecessary costs to the

taxpayer.

In the circumstances, the propriety ofthe ineligible penalties ofKshs. 20,645,562 and the cost of
the undelivered four vehicles could not be confirmed as at 30 June 2015.

Submission by Accounting Office r

The Accounting officer admitted that it was true that at the time of the audit only 9 vehicles had

been delivered to the Judiciary. lkrrvevcr, the four vehicles that had not been delivered have

since been delivercd, inspected ancl are nor.v in use. Attached, please find the inspection and

acceptance certiflcate.

She also noted that the delay in the deliverr of the vehicles t<l the Judiciary was due to delay in
clearing the vehicles from the irrland contarrrer depot due to various reasons outlined below:

Report onhe Emntination o!the Reporr oJthe Auditor-Aeneral on the Financial StatementsJor lhe National Governnentlor th. Yage los
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The Judiciary requested for an exchequer of USD 2,350,100 via letter ref CRJ l4l1 I dated gth
January,2015. The funds were eventually transferred into the Project Account on l0th March
2015.

The Project paid duty on 13 March 2015. After paying the import duty, it was realized that there
was a penalty totaling US$126,101.92 (approximatety KShs.12,803,75g.40 at KShs.10l.535/$)
payable to shipping line US$47,610; KPA US$71,415; and KRA US$7,076.92. The projecr
immediately sought waiver of the penalties from KRA, KpA and the Shipping line. However, no
waiver was given and the Judiciary decided to pay the penalties in July,20t5, to avoid further
accumulation of penalties.

The Judiciary carried out due diligence in the procurement process ofthe vehicles and procured
them at a lower price, from Thailand, compared to the prevailing price locally. The delays were
not within the control of the Judiciary. We received the information one month after the arrival
of the vehicles. In addition, the National Treasury delayed to release funds to the Judiciary to
facilitate payment of import duty. Finally, KRA and KpA did not respond to the request for
waiver of penalties.

The clearing agent billed The Judiciary for the penalties in August, 2015 and the penalties have
since been paid and all the vehicles delivered.

Committee Observations and Findings

l. The explanation by the Accounting officer that the ineligible penalties of Kshs. 20,
645,562 were paid as a result of late release of exchequer of the National rreasury
and compounded by the fact that KIr.A, KpA and shipping line imposed penalties
associated with the importation of nir,r vehicles was reasonable.

2. All thirteen vehicles have been delir.cr td.

3. Thc Committee marked the matter as resolvetl.

Committcc Recommendations

l. Accounting officers must ensure that ensure that all applicable accounting and
financial controls, systems, standards, Iaws and procedures are follon.ed when
procuring goods and services and that, in the case of goods, adequate arrangcments
arc mad lirr their custody, safeguarding and maintenance pursuant to the provisions
of scction tr8(2)(e) of the Public Finance Management Act, 2012,

2. Accounting officers must at all times ensure that they are responsibk for the
managcnrent of the entitv's assets inaway which ensures that thcnational
govcrnment entity achieves value f,r money in acquiring, using and disposing of
those asscts pursuant to the provisions of section 72(l) of the public Finance
Man:rgcnrcnt Act, 2012,

Report on rhe Erannt,"n olthe Report ol
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r6.0. ETHICS AND ANTr-CORRUPTION COMMISSION (EACC)

FINANCIAI, STATEMENTS FOII VOTE T22

Unqualified Opinion

There was no material issues noted during the audit of the financial statements.

RepoflontheIJabliollonoftfutn;lllheAudilor.aeneratono"r,no,"iots,o,"."@6
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I7.0. NATIONAL INTELLIGENCE SERVICE

FINANCIAL STATEMENT FOR VOTE 123

Maj. Gen. (Rtd) Phillip Kameru, the Accounting olficer National Intelligence Service
appeared before the committee on 22nd september, 2016, to adduce evidence on the
audited Financial Statements of Vote 123 National Intelligencc Service for the Financial
Ycar 201412015. Minutes of the committee's sittings and the submissions tabted by the
Accounting Officer are annexed to this report,

Baisis for Qualified Opinion

237. Un-Cleared Agency Account Balance
'['he Service has not explained why the agency accounts balance (MFA) amounting to Kshs.43,
666,962.00 brought forward from prior period has remained outstanding as at 3Oth June,2015 as
shown at note 13 to the financial statements.

Committee Observations and Findings

237. Un-Cleared Agency Account Balance

Thc Service has not explained why the agency accounts balance (MFA) amounting to Kshs.43,
666.'t(r2.00 brought forward from prior period has remained outstanding as at 30th June, 2015 as

shorr ir at note 13 to the financial statements.

Conr nr ittee Observations and Findings

l. 'f he Auditor General informed thc Committ.r that the explanation had been
submitted and the matter had been rcsolved.

2. The Committee marked the matter as resolved.

Rcport on lhe Emdinanon o/the Repo ol lhe Auditor-General on rh2 Finahcial Statemcnls lor thc Natlorat Goyemnent lor the
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I8.0. OFFICE OF THE DIRECTOR OT'PUBLIC PROSECUTIONS

FINANCIAL STATEMENTS I'OR VOTE 124

Mr. Keriako 'I-obil<o the Accounting Officer Office of the Public Proseeutions appeared
before the Committee on 1't December,2016, accompanied by Mr. Jacob Ondari; Deputy
DPP, Mr. Nicholas Mutuku; Depufy DI'P, Ms. Hilda Karia; Assnt. Director Supply Chain
Services, Mr. Walter Oselu; Chief Finance Officer, Ms. Rose Baraza: .\ccountant to
adduce evidence on the audited Financial Statements of Yote 124 Office of ihe Director of
Public Prosecutions for the Financial Year 201412015. The minutes of the committee's
Sittings and the submissions tabled by the accounting officer are annexed to this report.

238. Increasing Pending Bills

The office has pending bills of I(shs.26 , 473,7 52.95 (2014: Kshs.1 , 196,404) as at 30 June 201 5

againsr a deficit of Kshs.6, 847,139(2014:Kshs.5, 593,752). Service sustainability will be

ttu'eatened if this trend continues into the future. My opinion is not qualified in respect to this
matter.

Submission by the Accounting Officer

The matter was resolved as the pending bills had been cleared.

Committee Observation and Finding

The Committee noted the submissions of the Accounting Officer and the matter was
marked as resolved.

Committee Recommendations

Accounting Olficers must at all times ensure that reconciliations:rre done in time and the
complete finarrcial statements submitted to the Auditor Gencral l iihin three months after
close of the Firrancial Year as provided for in Article 229 g)(h) 1' the Constitution and
section 81 (4)(a) of the Public Finance Management Act 2012 .

Reporl on lhe Examination ollhe Reporl al lhe Audilor-General on the Financial Statementslot the Natiorul Coyemnenlfot the
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I9.0. COMMISSION FOR IMPLEMENTATION OF THE CONSTITUTION

FINANCIAL STATEMENTS F'OR VOTE I25

Mr. Njee Muturi, cBS, the Solicitor General appeared before the committee accompanied
by Ms. Bernice Gachegu; Registrar Gcneral, Mr. F.G.K. Masha; Ag. Director,
Governance, .Iustice, Law & Order Sect,r, Ms. Eunice Sawe; public Trustee, Ms. Leah
Kimemia; Principal Accountant, Mr. Jacob Munge; Chief Finance Officer, Mr. Diaz
Muasya; Chief Accountant, Mr. T.N. Miiri; Senior Accountant, Mr. Richard Miginjo;
Senior Finance Officer, Mr. J.M. Kieni; Supply Chain Manager, Mr. Evans Ombiro;
Accounts Assistant on 6th April, 2017 to adduce evidence on the audited Financial
statements of vote 125 commission for Implementation of the constitution for the
Financial Y ear 201412015. Minutes of the Committee's sittings and the submissions tabled
by the Accounting Officer are annexed to this report,

Basis for Qualified Opinion

239. Unauthorized Excess Vote

The commission's statement of receipts and payments reflects expenditure amounting to
Kshs.349, 780,096 compared to an approved budget of Kshs.306, 000,000. No evidence was
availed to support the approval ofthe over-expenditure by the National Assembly.

As a result thc commission had an unauthorized excess vote of Kshs.43, 7g0,096.00 as at 30
June 2015.

Submissio l hy the Accounting Officer
'l'lrc comnrrssion statement on receipts rcllccts excess to an excess vote of Ksh.43, 7g0,096.00.
The comnrssion did not request for the approval because the money came direct from L'},lDp.
Ihe agrccnrcnt was signed by l rcasury. ('ommission and the Donor. The commission would
like 1o conflrrn that the expenditure was incurred in accordance with the Govemment regulations.
The expcnditure was also audited by extcrnal auditors appointed by TINDP and tho Commission
was i. . ire d with a clean bill of hcalth.

Comnrittee Observations and Irindings

l. The explanation of the Accounting Officer that the Commission did not request for
the approval because the money came direct from uNDp was not surisfactory for
the reason elucidated within this paragraph. The agreement uas signed by
Treasury, Commission and the Donor, thereby making the funds public monies
undor Regulation 74(I) of the I'ublic Finance Management (National Government)
Regulations (2015). Further, Regulation 73(2) provides that all grants and donations
shall be appropriated by National Assembly before comnrenccment of
disbursements' Accordingly, the committee observed that the funds were not
appropriated by the National Assembly contrary to regulation 74(2) of the public

T
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Finance Management (National Government) Regulations (2015) and the
expenditure was not incurred in accordance with the Government regulations

2. The Accounting Officer during the period under review was secretary to the
Commission, Joseph. N. Kosure.

3. The matter relating to the Unauthorized Excess Vote remains unresolved.

Committee Recommendations

l. The Cabinet Secretary National 'freasury should invoke power assigned under
section 13(l)(d) of the Public Finance Managemcnt, 2012 to compel Joseph. N.
Kosure to provide within three months after adoption of this report, the basis for
making a payment totaling Kshs 5,291,190 uscd lbr the purported procurement of
advertising and fl owers.

2. Where there is no satisfactory explanation provided to the CS National Treasury
and Auditor General within the stipulated time, Joseph. N. Kosure should be
investigated with a view to prosecute for financial misconduct relating to incurring
expenditure on behalf of that entity without lawful autbority contrary to
section 197(l) (h) of the Public Finance Management Act,2012.

3. The EACC and the DCI are directed to carry out an investigation relating to the
payment totaling Kshs 5,291,190 used for the purported procurement of advertising
and flowers with a view to establishing whether there was a breach of law and
initiating prosecrrtion against any person found culpable.

240. Cash and Cash l' . iuivalents

240.1 Long Outstandirrg Items in Bank Reconciliation Statements

Examination ofthc bank statements and bank reconciliation slatements revealed unexplairrcd and

unresolved long t;utstanding items as follows:

Item Ccrrr,,l llank of Kenya KCB A/C

(Kshs) (Kshs)

l. Payment in cashbook not in bank 11,192,330 3,464,548

2. Payment in Bank not in cash book 4,609,233 2,423,137

3. Receipts in cashbook not in Bank 10,001,113 2,903,479

Consequently, the cash and cash equivalents balance of Kshs.6,806,944, could not be confirmed.

Submission by the Accounting Officer

The Auditor General conhrmed that this matter had been resolved as reconciliations had been

done.

aReport on the Exantnatioh ofhe Rzpo offie Auditor-Ceneral on the Financial Stat.nQnttlor the Natioral Oovenmentlor he
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Committee Observation and Finding

The Committee noted the submissions of the Accounting officer and the matter was
marked as resolved.

Committee Recommendation

Accounting officers must ensure that they submit the financial statemetrts not later than
three months after the end of each financial year to the Auditor-General pursuant to the
provisions of section 8l(a)(a) of the Public Finance Management Act,2012,

241. Previous Year's Issues

241,1 Outstanding Imprests and Advances

The statement of assets reflects an outstanding imprest balance of Kshs.32,941,671.00 as at 30
June 2014. However, records as at 20 January 2015 reflected a balance of lfuhs.11,235,309.00
which remained outstanding beyond the due dates.

No reason has been provided for the failure by the Commission to have the imprests recovered
from the salaries of the imprest holders. considering that the commission's term comes to an
end by 3l December 2015, these imprests may prove difficult to recover within the remaining
period.

Committee Findings and Observations

l The Accounting Officer had submitted documents relating to Kshs.l l, 235,309.00
for audit review and vcrification,

2. The matter was marked as resolved.

Committee Recommcndation

Accounting officers must ensure that they adhere to the provisions guiding thc
manage ment of imprest under regulation 93 of the Public Finance Management Act,,2012.

241.2 F-raudulent Procurement of Goods and Services

The statement ol receipts and payments as at 30 June 2014 reflects expenditure of
Kshs.23 2,015,419.00 undcr use of goods and services which includes expenditure of
Kshs.44, t 70,578.00 in respect of printing advertising and information supplies and services. The
audit revealed that during the year under review, the cornmission paid Kshs.9,200,000.00 to a
supplier vide payment voucher No.1104 dated 22 April 2014 of Kshs.6,000,000.00 and paymenr
voucher No.1288 of Kshs.3,200,000.00 for purported newspaper supplements, video.
photography and media mobilization. These payments werc madc despite the following noted
irregularities.

l. The Local servicc Order (L.S.O.) No.088968 that was used to pay Kshs.6, 000,000.00 did
not belong to the Commission.

I
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2. There was no evidence of the method of procurement followed by the Commission or
that ofthe tender committee sanctioning the procurement process.

3. The payment voucher No.l288 and supporting documentation that were used to pay

Kshs.3,200,000.00 were not availed for the audit review as the voucher was reported to

be missing.

The Commission has however, indicated that the matter has since been reported to the Police

Criminal Investigations Department (CID) for further investigation and recovery of
Kshs.9,200,000.00 vide OB/43/1212014. The recovery of Kshs.9, 200,000.00 had not

materialized as at 30 June 2015.

Submission by the Accounting Officer

The matter was a recurring and was before the police for investigations.

Committee Observations and Finding

The Committee observed that the police had tal<en inordinately long to resolve the matter.

Committee Recommendations

1. The Accounting Officer should institute measures to ensure that the agency always

acts promptly on the Auditor General's management letters to forestall audit
queries.

2. The DCI should conclude invcstigations of this matter expeditiously.

3. The National Treasury proposcs a policy to wind up commissions bccause they often
leave pending issues.

Ret)ol,l.,nlheExaninalionoJtheRepoortheAul1llo|Generalon!heFino,"iols,o,,^u@
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20.0. OFFICE OF THE REGISTRAR OF POLITICAL PARTIES
FINANCIAL STATEMENTS FOR VOTE 126

Ms. Lucy Ndungu, the Registrar of political parties and Accounting officer appeared
before the PAC committee of the I lrr' parliament accompanied by the following officers;
Mr. Joel onchwati-Principal Financc officer, Mr. Douglas wanzala-senior Accountant
and Ms. veronicah Mwasia-Internal Auditor on 24th November,2016 to adduce eyidence
on the audited Financial Statements of Vote 126 the Office of the Registrar of political
Parties for the Financial Year 20141201s. Minutes of the Committee's sittings and the
submissions tabled by the Accounting Officer are annexed to this report.

Basis for Qualified Opinion

REGISTRAR OF POLITICAL PARTIES FUND

242. Unregistered Lease Agreement

The Office of Registrar of Political Parties entered into a lease agreement with I.C.E.A Lion
General Insurance company Limited, for the leasing of their new offices at Lion place, waiyaki
Way, Nairobi, for a period of6(six) years from I June 2013 to 30 June 2019.

It comprises of 7,798sqfl of office space and 929sqff of storage space at a cost of Kshs.90 and
Kshs.22.50 per square foot respectively. he office paid Kshs. g,o2l,167 for the first quarter (1st
July 2013-lst October 2013) and the leiise transaction was finalized and signed accordingly.
Ilowever, the lease agreement was not rcgistered contrary to Section 54 of the Land Registration
Act. Further, the security deposit of Kshs. 4,0g3,lgl has not been disclose<j in the financial
statclnents.

ln the circumstances, the validily and legality of the lease agrecrncnt could not be confirmed.

Submission by the Accounting Officer

Thc security deposit of Kshs. 4.083,181.00 was paid after consultations with the letting agent.
Registration of the lease was ongoinu and would be finalized soon.

Committee Observation and Finding

The Agency delayed in making a payment for a securily deposit of Kshs. 4,0g3,1g1.00
which in turn led to the lag in regislcring the lease.

Committee Recommendation

The Registrar should follow up and cffect the registration of the lease to regularize the
lease with the Ministry of Lands.

Repo on the Exafiinatton o/ the Report
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2I.0. WITNESS PROTECTION AGENCY

FINANCIAL STATEMENTS FOR VOTE I27

MS. Alice Onderia, the Accounting Officer lbr Yote 127, 'fhe Witness Protection Agency
accompanied by Mr. John Mwangi; Finance Manager, Mr. Joel Omani; Head of Legal,
Linit Odiero appeared before the Committee on 30th May 2018, to adduce evidence on the

audited Financial Statements of Yote 127 the Witness Protection Agency for the Financial
Y ear 2014D015. Minutes of the Committee's sittings and the submissions tabled by the

Accounting Officer are annexed to this report.

Submission by the Accounting Officer

l. The commission obtained an unqualified opinion lor both Financial Years 2014/15 and

20t5n6.

2. The good work was attributed to staffers and Board that have been continuously working
as a team

3. The board has put in place intemal control system such as establishing Office of Intemal

Auditor, development of Standard Operating Manual and establish an Audit Committee

in the Board

Committee Observation and Findings

The Committee commends the Director Witness Protection Agency for obtaining a

qualified opinion for the two years.
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22.0. MINISTRY OT'INTERIOR AND COORDINATION OF NATIONAL
GOVERNMENT

22.1. STATE DEPARTMENT OF INTERIOR

FINANCIAL STATEMENTS FOR VOTE I33

Dr. Eng. Karanja Kibicho, the Accounting officer, state Department of Interior vote 133,
accompanied by Major (Rtd) Lio Kihalangwe; Principal Secretary Immigration, Mr.
Josheph K. Boinnet; Inspector Generat of Police, Mr. George Kinoti; Director of criminal
Investigation, Mr. Rodgers M. Mbithi; Director National Police Service Air Wing, Ms.
Loise Kibicho; AAG Immigration, Mr. Joseph Kiget, Director National police service; Mr.
Dan Mwangi; PS Office Interior, Mr. Peter N. Mwita; National Police Service, Mr. Joseph
P. Munyrroki; Acting Director Immigration, Mr. Amos N. Gathecha; Secretary Internal
Security, Mr. Reuben Kimotho; Director NILB, Mr. Elias Dulo; procurement Officer, Mr.
Mwinyi M.M., OGW, HSC; Director Logistics Administration police, Mr. Charles
Kimotho; Accountant Interior, Ms. Janet w. Muchemi; Director Civit Registration, Mr.
W. Githui; Director IPR Services, Mr. Christopher Keterl CSCMO National police
Service; Mr. Benson Guthua; Director Interior appeared before the committee on llth
May, 2018, to adduce. Minutes of the committee's sittings and the submissions tabled by
the Accounting Officer are annexed to this report.

Ilaisis for Qualificd Opinion

243.contract for Provision of comprehensive Group Life Insurance cover; contract No.
NPS/002/2014/2015

Review ofavailcrl documents revealed the follor'ing: 243.1 Irregular Award ofContract

Examination of an evaluation report for tcndcr Number NPS/002/2014-2015 for thc Provision of
comprehensive group lilc insurance cover for National Police and Prisons Services rcvealed that
the lowest evaluatcd biddcr submitted a bid totaling Kshs.629, 019,316.00 while the contract was
awarded to another biddcr at Kshs.l , 747,209,700.0().

Further, examination ol the report revealctl that the lowest evaluated bidder was disqualified
based on the following qrounds: -

(i) Form of tcndcr was not duly completed and that the format of the form of tender had
heen violatcd by not stating the capacity ofthe signatory.

(ii) The bid documcnt required that the person signing the form of tender indicates his,iher
capacity in the organization. However, rhe form of tender for the firm was signcd on
behalf of the Sales Manager Group Life and Pension and did not indicate his/her
name and capacity in the organization. Although Section 64(2)(b) of the public
Procurement and Disposal Act, 2005 allows for corrections of errors or oversights
that do not affect the substance of the tender, thc lowest bidder was disquatified
without bcing given a chance to correct the error.

RePo on lhe Erdfiinolion o/lhe lleporl oI lhe AudilotGenerul on th. Financiol StatementsJo. the Nottonal Goyerrunenl Ior thc
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In addition, the basis upon which the lowest bidder was disquatified is not among mandatory

requirements in the preliminary evaluation conuary to Section 66 (2) of Public Procurement and

Disposal Act, 2005 which prohibits introduction of a new criterion during evaluation and

comparison oftenders.

Audit has also established that it was mandatory that 2 percent of tender security on the quoted

tender amount be guaranteed. However, this requirement was waived in respect of the awarded

firm as a guarantee of Kshs.32, 940,252.00 issued by a bank on 26 May 2014 was accepted

instead of Kshs.3 4, 944,194.00.

In an effort to defeat audit trail, an unsigned Bank guarantee amounting to Kshs.3, 000,000.00

was issued by another Bank on 28 May 2014 to cover the shortfall amounting to Kshs.2,

003,942.00. No reason has been given for the omission.

Submission by Accounting Officer

The accounting officer submitted that the ministry awarded tender Number

NPS/002/2014-2015 for the Provision of comprehensive group life insurance cover lor

National Police and Prisons Services at Kshs. 1, 747 ,209,7 00.00.

The Procuring Entity complied with the Public Procurement and Disposal Act 2005 in the award

of the above tender. The tender was awarded to the lowest evaluated bidder in accordance with

Section 66(2) "which states that the evaluation and comparison shall be done using the

procedures and criteria set out in the tender documents and no other criteria shall be used."

The Procuring Entity stipulated the requirements ofthe tender which included, a duly completed,

signed and stamped form of tender among others. Section .', t of the Act stipulates that a

tender is responsive if it contbrms to all the mandatory requi e, ctrts in the tender documents.

'l'he lowest priced bidder, British American Insurance Company (K) Ltd. was found not to be

responsive in accordance u,ith Section 64(1) of the Act as the Form of tender was not duly

completed as required, as thc capacity in the organization ancl the name had not been indicated.

In public procurement practice, this is always a serious omission hence the bid was disqualified

as non-responsive since witir()ut a duly completed, signed and stampcd lorm oftender, there was

no valid bid. Although this hid had the lowest priced bid, this was not thc lowest evaluated bid in

accordance with Section 64(l ) oithe Act, to be awarded the contract

It was important to note that although Section 64(2) (b) of the Act allowed for correclions of
errors or oversight, that do not affect the substance of the tender, failure to duly complete, sign

and stamp form of tender is nol a minor deviation, as this was stipulated to be mandatory in

accordance with Section 6.1( I ) slirled above.

The Procuring Entity did n(rr \\aive the mandatory 2 percent tendcr security as the successful

bidder submiued tender securitr of Kshs.32, 940,252.00 from Banl of Africa and another one of
Kshs. 3,000,000.00 from Ch:rse llank, both were properly signed. It is important to note that the

Report on lhe Examination of he Report oI tt ullor-Cenerul on lhe Financidl Slalenenls lor lhe National Ct)ve
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purpose of the tender security was to ensure the successful bidder signed the contract; the
attached tender security protected the ministry to ensure this happened.

Committee Observations and Findings

l. The tender was awarded to the lowest evaluated bidder in accordance with Section
66(2) "which states that the evaluation and comparison shall be done using the
procedures and criteria set out in the tender documents and no other criteria shall
be used.

2' The Procuring Entity stipulated the requirements of the tender which included, a
duly completed, signed and stamped form of tcnder among others.

3. section 6a(l) of the Public Procurement and Disposal Act 2005 stipulates that a
tender is responsive if it conforms to all the mandatory requirements in the tender
documents.

4. The lowest priced bidder, British American Insurance Company (K) Ltd. was
purportedly found not to be responsive in accordance with Section 64(l) of the Act
as the Form of tender was not duly completed as required, as the capacity in the
organization and the name had not been indicatcd.

5. The Procuring Entity did not waive the mandatory 2 percent tender security as the
succcssful bidder submitted tender security of Kshs.32, 940,,2s2.00 from Bank of
Africa and another one of Kshs. 3,000,000.00 from chasc Ilank, both were properly
signed. It is important to note that the purpose of the tcntler security was to ensurc
the successful biddcr signed the contract; thc attached tcnder security protected thc
ministry to ensure this happened.

6. Thc state Department of Interior did not srrbmit minutes of the meeting of thc
Ministerial rendcr committee in supp.rt of its submission for award for audil
review or verification.

7. The Committec rvas not able to verify that thc award of the contract for provision of
comprchensive (iroup Life Insurance cover complied with section 64(l) of the
Public Procuremcnt anrl Disposal Act 2005

Conr mittee Recommendations

l. EACC and DCI should investigate the entirc procuremcnt process of the contract
for provison of comprchensive group life allow for prosecution if evidence permits
insurance cover; contract no. NPS/O02i2014-20I5 worth Kshs.1,747109,200.00 with
a view to establishing wheater thcre was a breach of the procurement laws and
allow for prosecution, if evidence permits.

Reporl on the E adinati
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2. 'fhe Accouting Officer during the year under review, Amb. Dr. Monica Juma,
should be reprimanded for introducing a new criterion during evaluation and
comparison of tenders and proceeding to cancel the tender for lowest bid contrary
Section 66 (2) of Public Procurement and Disposal Act, 2005 and section 7a g) @) of
the Public Finance Management Act,20l2.

243.2 lrregular Letter of Acceptance

Although, the awarded Company purports trr have issued unreferenced Letter of Acceptance
dated 7s June 2014, its validity and legalitv could not be confirmed as it was referring to

Notification of Award Letter which was date,.l r0th June 201 4.

Submission by Accounting Officer

It was true that the bidder erroneously issued the acceptance letter daled 7th June 2014 instead of
7th July 2014. The bidder however acknowledged there was a mistake in their letter dated lTth

July 2014.

Committee Observation and Finding

The matter was marked as resolved

Committee Recommendation

The Accounting Officer must at all times ensure that the agency always acts on the Auditor
General's management letters to forestall audit queries,

243.3 Notification of Award and Contract Doeument

Although, Notificatron of Award Ref. No. NPS/IG/C/C/GEN/41 Vol. I (48) dated 30 June

2014 was issued to the firm, contract number NPS/00212014-2015 for Provision of
Comprehensive Gloup Life Insurance Cover for National Police and Kcnya Prisons

Service Staff was hurriedly signed on I July 2015 between tlre Accounting Ofhcer and the

firm for a period of two (2) years contrary to Section 68(2) of the Public Procurement and

Disposal Act, 2005 that requires a conlract to be signed fourteen (14) days after
Notification.

Submission by Accounting Officer

The accounting officer submitted that rhe contract numbcr NPS/002/2014-2015 for
provision of ('onrprehensive Group l-ife lnsurance Cover for National Police and Kenya

Prisons Service Staff signed on I July 2015 between the Accounting Officer and the firm
l'rrr a period of two (2) . cars the Contract had to be ellective from I't July, 20l4, since the

NI-IIF Insurance Cover had been terminated, to avoid a lacuna for the National Police
Service and t}e Kenya Prisons Service Group Insurance. The Procuring Entity had to sign

the contract promptly as this was an urgent need for seruices in circumstances where there

was imminent or actual threat to public health, such that engaging in tendering
proceedings or other procurement methods would not bc practicable.
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The client would be left exposed if this contract was not signed promptly.

This was supported by Section 74 ofthe Act.

Committee Observations and Findings

1. The contract for provision of Comprehensive Group Life Insurance cover for
National Police and Kenya Prisons Sen icc staff signed on l't Juty 2015 betwcen the
Accounting officer and the firm for a p, riod of two (2) years the contract had to be
effective from I't July, 2014, since the NIIIF Insurance cover had been terminated,
to avoid a lacuna for the National Policc service and the Kenya prisons service
Group Insurance,

2. The Procuring Entity had to sign the contract promptly as this was an urgent need
for services in circumstances where there was imminent or actual threat to public
health, such that engaging in tendering proceedings or other procurement methods
would not be practicable. Thc client would be left cxposed if this contract was not
signed promptly.

3. section 74(3) of Public Procurement and Disposal Act,2005 provi<Ies that procuring
entity may use dircct procuremcnt if the fo owing are satisfied-
(a) There is an urgent need for the goods, works or services being procured;

(b) Because of the urgency the other available methods of procurement are
impractical; and

(c) The circurnstances that gave rise to the urgency were not foresecable and were
not thc result ofdilatory conduc( on the part of the procuring entity.

4. 1'he cxplanation tabled did nol dcmonstrate the "urgency,, in accordance rvith the
provisions of section 73 (3) of l,ublic Procurement and Disposal Act,2005.

5. Contract number NPs/002/2014-201 5 for provision of comprehensive Group Life
Insurance ('over for National Police and Kenya Prisons Service Staff was hurriedly
sig'ed on I .luly 2015 betwccn the Accounting oflicer and the firm for a period of
two (2) years contrary to section 68(2) of the public procurement and Disposal Act,
2005 that requires a contract to be signed fourteen (14) days after Notification.

Committee recommendations

Much as provision of Comprehcnsivc Grorrp Life Insurance Cover for National Police and
Kenya l'risons serwice Staff was particular'lv rcquired, the Accounting officer errcrl and
did not adhere to the provisions of the Publir procurement and Disposal Act,20()5. She
should, therefore, be investigated wilh a view t' heing prosecuted, if found culpablt .

243.4 Performance Bond

A)though, the firm submitted a Perlo'rnance bond l{ci No. 00lLBG0l04t4 dated l7 July

Rcpo oa lhe Emmdation ofthc
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2014 amounting to Kshs. 174 ,720,970.00 to Office of the Inspector General in
accordance with clause 7 of the contract, a Performance Bond is a crucial component of
conffact document signed on 1 July 2015.

Submission by Accounting Officer

The accounting officer submitted that the performance bond Ref. No. 00lLBG0104l4 dated 17

July 2014 amounting to Kshs.l74, 720,970.00 was issued to the office of the Inspector General

of Police belatedly due to the fact that the service required the cover to commence on l" July
2014 in view of termination of NHIF cover. Based on these circumstances, the insurance cover
was going to last for 12 months and the only lapse was 20 days; the risk to the Ministry was not
significant.

The purpose of the performance security was to ensure that the service provider performed in
accordance with the provisions ofthe contract. The Ministry was able to achieve this.

Committee Observations and Findings

The performance bond Ref. No.00lLBG0l04l4 dated l7 July 2014 amounting to Kshs.l74,
720,970.00 was issued to the office of the Inspector General of Police albeit belatedly. The
matter was marked as resolved,

Committee Recommendation

That the Accounting Officer should institute measures to ensure that the agency always
acts on the Auditor General's management letters to forestall audit queries.

243.5 Nature and Scope of the Comprehensive Group Life Insurance Cover

Examination of the Group i,ife Insurance Cover has revealed that the scope included but
notlimited to the lollowing: -

(D If an employcc dies or suffers permanent and total disability defined in the policy
documcnt resulting from natural causes, the beneficiaries are entitled to a lump sum

of 5 years basic salary.

(iD If an employee dies as a result of accidental and / or occupational causes, the

beneficiaries are entitled to a lump sum payment of 8 years basic salary.

(iii) lf an employee suffers permanent and total disability from accidental and / or
occupational eauses, the employee shall be entitled to a lump surn payment of 8 years

basic salary.

(iv) Cover lor funeral expense is Kshs.l50, 000.00 per employee to be settled within 24

hours on receipt of burial permit.

(v) The policy has no exclusion whatsoever in respcct ofany cause ofdeath.

However, examination of minutes of a meeting held on 30 June 2015 in which the renewal of
the group life insurance cover was discussed, members were in agreement that renewal and
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payment must be based on satisfaction of the customer (National Police and Kenya Prison
Services). In this regard therefore, an assessment of the contract based on the nature and scope
of the contract detailing the number ofpolice and Prison officers, their monthly basic salaries and
the lump sum paid by the applicant seeking renewal, was not done. In addition, details of
officers whose benefits are included in Article 3 of the contract as free cover limit amounting
to Kshs.20,000,000.00 have not been defined or disclosed.

Submission by Accounting Officer

Renewal was to be based on satisfaction by the National police Service and Kenya prisons

service. In meetings held prior to the renewal, National Police Service and Kenya prisons

Services officers expressed satisfaction with the performance of the service provider.
Attached are letters from the users expressing their satisfaction.

243.6 Payment Vouchers

Record of Payments show that the purported winner has been paid
Kshs.3,494,419,400.00 in two (2) consecutive years;

Date PV No. Amount (Kshs.)

I ,600,000,000.00

147,209,700.00

19.09.2014 382

209 700.00

Totll 3.{9.t .{ 19.{00.00

However, the Ministry has not availed Payment Voucher Number 391 for
Kshs.147,209,700.00 and assessment report, the basis upon which I can eva.luate and confirm
that Kshs.3,494,419.400.00 so far paid is comrnensurarc \vith contracted services offered
and that the value for money has been realized in accordar,c, rvith section 68(1) of thc public
Finarcial Management Act, 2012.

A request lbr tender documcnts among other docunrents through letter ReL
NSA{ICNC/INSP|2014-2015 (9) dared 7 August 2015, however, the same were not
submitted for audit review.

In view of the foregoing. I am not able to confimr that the payment of
Kshs.3,494,'l19,400.00 was lawful and effective as required under Arricle 229 (6) of the
Constitution.

Submission by Accounting Officer

The accounting officer submitted that the insurance company was paid Kshs.3, 494,419,400.00
in two (2) consecutive years as per the brci,kdown bclow;

23.03.201s 391

Reporl on the Exarnination
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Date

19.09.20t4

23.03.2015

23.10.20rs

Total

PV No.

182

191

528

3..19,1.419.400.00

The Payment Voucher Number 391 of Kshs.147, 209,700.00 so far paid is attached
(Annex 7)

Committee Observations and Findings

The matter was marked as resolved

Committee Recommendation

Tbat the Accounting Officer should institute measures to ensure that the agency always
acts on the Auditor General's management letters to forestall audit queries,

244. Supply and Delivery of Communication Equipment and Accessories at
Administration Police Service - Kshs.370, 879,500.00

244.1 Award of Contract

Examination of contract records revealed that the tender for the Supply and Delivery of
Communication Equipment and Accessories was advertised on 25 May 2012 for the

purchase of assorted items. Thirty-two (32) bidders bought tender documents out of
which sixteen (16) rcturned the same for evaluation. Evaluation oltender reveals that eight
(8) firms were responsive and their brochurcs were forwarded to Kenya Civil Aviation
Authority for analysis. However, the listed mandate of Kenya Civil Aviation Authority
(KCAA) is to support air transport operations in the country which has no relevance to the

procured items, therefore, the justification for submitting brochures :,,rd not samples to
Kenya Civil Aviation Authority lor analysis of communication equipment has not been

explained.

In addition, the Analysis Report from (KCAA) has not been availed for audit
verification contrary to Section 37 ofthe Public Audit Act, 2003.

Submissior,. by Accounting Officer

The accoLrnr ing officer admitted that tender for the Supply and Delivery of
Communication Equipment and Accessories was advertised on 25 May 2012 for the

purchase ol assorted items were forwarded to i..cnya Civil Aviation Authority for
anal S.

Amount
(Kshs.)

1,600,000,000.00

t47,209,700.00

L747.209.700.00

Reporl on the l-.\antinalion oJlhc Repo ollhe Auditor-Oenerul on the Financial Stal.nenulot lhe Nalional Co\iernfient for the
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The reason for forwarding brochures to KCAA for technical analysis is because of lack of
qualified expertise in this area in the Adminishation police Service (ApS). If Aps had the
required expertise, the analysis would be done intemally.

KCAA mandatc is to support Air transport operations in the country. This is a task that requires
use of commrtuication equipment both base station radios and hand held radios. Corrsidering the
number of years KCA"A has been performing this function, it has a good hunr,rn resowce
capacity in terms of electronic engineers that are qualified to do technical evaluation of radio
equipment.

KCAA is also a Govemment Institution neighboring ow operation communication centre based
at Administration Police Training College Embakasi. The technical specifications for all the
items in this tender were developed by KCAA on ow request. KCAA has carried for us
technical evaluation for communication equipment and accessories for several years in the past
with no charges levied to the Ministry. The decision to have KCAA to do this part of
evaluation was not with any hidden agenda as the information was given in tender document
page 28 special conditions of contract clause 14 which stated "Tenderers should note that only
those bids that will pass preliminary examination will be forwarded to KCAA for technical
evaluation ofthe equipment .

It was also justifiable to forward brochures and NOT samples to KCAA for technical analysis
because that was the tender requirement (Special conditions of contract page 28 clause l3 which
statcd "Tendercrs must submit a brochure for each item quoted for,').

A report from KCAA giving reasons as to why the frrms were disqualif,red was availed and is
availai , lor audit verification.

Conrmittce Observation and Finding

Thc matter was marked as resolved

Committee Recommendation

That the Accounting olficer should institute measures to ensure that the agency always
acts on the Auditor General's management letten to forestall audit querics.

244.2 Relationship of Awarded Firms

The contract was awarded on the basis of Framework contracting r'here goods and
services are procured on need basis to four (4) firms.

An evaluation of the confidential Business Quesrionnaire reveals that two (2) firms
share physical address ar 5s Avenue office Suite located on plot number 2o9l2l2 o,
Ng'ong Road.

A further analysis shows that Kshs.259, 759,500.00 or 70 percent of the total
expenditure incurred on these items amounting to Kshs.370, 879,500.00 has been paid
to the two related companies.

Report on the ExafiBotion oJlhc Repo
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Submission by Accounting Officer

The accounting officer admitted that tl're contract was awarded on the basis of
Framework Contracting where goods and services are procured on need basis from four
(4) firms.

Tender No. APHQSI2I12012-2014; for supply and delivery of communication equipment and

accessories was an open tender which was advertised on 25th May, 2012 in the local daily
newspapers. The tender was open to local suppliers ."vhere the bidder expresses interest by
buying the tender document and submitting it back. It was not a breach of any law for bidders to
have the same physical addresses. The procuring entity could not disqualify any bidder because

of having the same address, as this would be contrary to Section 36(l) ofthe Act.

Committee Observation and Finding

The matter was marked as resolved

Committee Recommendation

That the Accounting Officer should institute measures to ensure that the agency always
acts on the Auditor General's management letters to forestall audit queries.

244,3 Loss of Kshs.l13, 234,000.00

Audit has further revealed a loss of Kshs.ll3, 234,000.00 resulting from the purchase of the
items from the two (2) related companies instead ofthe lorvest evaluated bidder.

Submission by Accounting Officer

The accounting otJ'iccr submitted that there was no loss of funds resulting from the purchase as

award in line with the special conditions set forth in thc teuder documents. The award was based

on the mosl technically responsive bidder based on St.rrion ofthe and not necessarily the lowest
in price.

Tsnder No. APHQS/2112012-20'141, for supply and riclivery of communication equipment and

accessories was an open tender which was advertised on 25th May, 2Ol2 on the local daily
newspapers. The tender w.N open to any local bidder who was interested. The bidder expressed

interest by buying the tender document and submitting it back.

All the firms who responded were subjected to a thorough technical evaluation process and only
the technically responsive bidder was considered for award in each item.

Committee Observation and Finding

The Accounting Officer did not table any evidence to demonstrate that there was no loss of
Kshs.113, 234,000.00 resulting from the purchasc of the items from the two (2) related
companies instead of the lowest evaluated bidder.

Committee Recommendation
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The Accounting officer and the Ministerial Tender Committee should be investigatedby the
EACC and the DCI with a view establishing whether there was a breach of the
procurement laws and allow for prosecution if evidence permits.

244.4 Use of Expired Contracts

Audit has also revealed that contracts used expired on 30 June 2014 contrary to PPOA
Circular Number 6/2010 on guidelines for frame work contracting which requires that they
should not exceed two years. There is an indication that the procurement process was not
fair, equitable, transparent, competitive and cost effective as required by Article 227(l)
of the Constitution ol Kenya, (2010).

Submission by Accounting OIIicer

Thc accounting officer stated that the procurement process was fair, equitable, transparent,
competitive and cost effective as required by Article 227(1) of the constitution of Kenya
20l0.The contract was utilized within the contract period ar.rd within the extended periods as

approved by the Ministerial Tender Committee in accordance with Section 85 of the Act. The
use of the contract was above board and done with the sccurity interest of the nation in
consideration and in conformity with requirements of procur('rnent procedures. The extension
were done in good faith and taking into account the security thrcats in the country.

Committee Observation and Finding

The Accounting Officer did not table a compelling explanation to demonstrate that the use
of the expired contract was legal and done with the security interest of the nation in
consideration and in conformity with requirements of procurement procedures laid sout
under section 83 of the Public Procurement and Disposal Act, 2005 and the procurement
process was fair, equitable, transparent, cornpetitive and cost effective as required by
Article 227 (l) ofthe Constitution ofKenya 2010.

245. Human Resource Records

245,1 The financial statements under summary statement of receipts and paymcnts

Reflect under compensation .l' employees an amount rotaling Kshs.54,500,751,000.00 u,hich
differs with the payroll sunrmaries obtained from ll)PD system for State Department for
Interior that reflect expenditurc totaling Kshs.50,252,055,914.70 incuned on salaries and other
allowances during the year under review, with a resulting difference ol Kshs.4,248,695,523.30.

Ilre summary statement of reccipts and payments reflect compensation of employees' amounts to
Kshs. 54,500,751,000 while payroll summaries form IPPD system amounts to Kshs.
50,252,055,914.70 thus resulting to a differencc of Kshs. 4,,248,695,523.

Submission by Accounting Officer

The amount over and above IPPD data captures is the payments done outside the payroll by
vouchers, these payments include: -

T
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i. Service gatuity to officers employed on contract.

ii. Promotions arrears to officers who are deceased.

iii. Salary arrears to officers who have been dismissed.

iv. Underpayment arrears to the deceased.

v. Underpayment arrears to officers who have retired.

vi. Overtime allowance to officers at Government Press, telephone exchange and officers
at Headquarters.

vii. Stipends to police recruits.

viii. Salary arrears to officers who have been upgraded posthumously.

ix. Payments to casual workers.

x. Payrnent of alimentary allowances to officers on interdiction whose salary has been

stopped.

The difference of Kshs 4,248,695 ,523 .00 was analysed and submitted to the Committee for
verification.

Committee Observation and Finding

The matter was marked as resolved

Committee Recommendation

The Accounting Officer should institute measures to ensure that the :ruency always acts on

the Auditor General's management letters to forestall audit querics.

245.2 Records maintained at National Police Service Q.{PS) IJcadquarters indicate that the

National Police Service Commission in a letter dated I Se ptember 201 5 directed the

Inspector Ceneral of Police to effect promotion of sixty four (6r, ,:ivilian staff serving in the

Ministry of Interior and Coordination of National Govcrnmerrt contrary to provisions of
Paragraph 15 and 16 ofthe Treasun, circular letter Ref. No: 8/2015 dated l0 June 2015.

Submission by Accounting Office r

IThe accounting officer admitted thal rt was true that National Police Service Commission in
a letter dated I September 201 5 dirccted the Inspector General of Police to effect promotion of
sixty four (64) civilian staff

serving in the National Police Service.

The Commission is a body corporate established under Article 246 of the Constitution and

enactcd through an Act of Parliament No. 30 of 201 1 . The mandate of the Commission as

provided lor under Article 246(3) is as follows;
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a. Recruit and appoint persons to hold or act in offices in the service, confirm appointments
and determine promotions and transfers within the National Police Service.

b. Observing due process, exercise disciplinary control over and remove persons holding or
acting in offices within the services; and

c. Perform any other functions prescribed by national legislation.

Other functions of the Commission as provided in the National Police Service Commission
(NPSC) Act 2011 include:-

a. Appointment of staff - Section l7 (l) mandates the commission to appoint such officers
and staff as may be necessary for the proper discharge of its functions under this Act,
upon such terms and conditions of service as it may determine, taking into account
gender, county and ethnic balancing.

b. Section 10 (l) (e) mandates the Commission to provide for the terms and conditions of
service and the procedure for recruitment and disciplinary measures for the civilian
members of the service.

c. Section 7 (l) of the NPS Act provides that *All persons who were immediately before the
commencement of this Act, officers or employees of the Kenya police Force and the
Administration Police Act respectively, including officers working with the criminal
Investigations Department shall upon commencement olthis Act bccome members of the
service in accordance with the Constitution and this Act.

d. Process/procedure ofapproval by the Board ofNPS promotion crr...,s.

It was also true that the Comnrission issued letter Ref No. Npsc/t,,2ui livol-.l/74 dated l't
September 2015 conveying the promotion of various civilian staff members of the service
following the Board approval in the meeting of27s August 2015.

'l lre above Board approval was anived at following the recornrnendations by the committee that
is charged with the recruitment, appointments and promotions of the rlcmbers of the service.
Thc procedurc is that this Committee receives recomnrendations from the service in respect of
recruitmcnt, appointments and promotions and delihcrates on each and every case afler which
recommendations is made to the full Board for approval or direction. The Service when making
recommendations confirms availability of vaclncies, seniority of the offrcers being
recommended and confirms availability of budget.

He noted that in this particular case the Service conllrmed that the officers recommended were
the senior most and majority of them apart from having met all the minimum requirements ol
their various schemes of service had actually stagnatcd in the positions they were holding for
more than five (5) years.
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Committee Observations and Findings

l. The National Police Service Commission is an independent constitutional body

and a body corporate established under Article 246 of the Constitution and

enacted through an Act of Parliament No. 30 of 2011.

2. The mandate of the Commission as provided for under Article 246(3) includes

Recruit and appoint persons to hold or act in offices in the service, confirm
appointments and determine promotions and transfers within the National
Police Service.

3. The Commission issued letter Ref No. NPSC/U28llNOL.ll74 dated l'r
September 2015 conveying the promotion of various civilian staff members of
the service following the Board approval in the meeting ofAugust 2?rh 2015.

4. The officers were promoted lawfully within the structure of the National Police

Service.

5. The query stands resolved.

Committee Recommendation

That the Accounting Officer should institute measures to ensure that the agency always

acts on the Auditor General's management letters to forestall audit queries.

245.3 Information available indicates that the Commission has to date not issued terms

andConditions and Scheme of Service for civilian staff at National Police Service. It is therefore,

evident that the use of Public Service terms and scheme instead of National Police

Service Commission's terms and conditions were utilized without authorization of Principal

Secretary contrary to Section E.4 (1) and (2) ofthe Code ofRegulations (2006).

Further, the above vacant posts \\'cre not advertised lor interestcd staff to

apply,appraised, interviewed and pronrotcrl as required under Section 8.26 and F..27 (l) and (2)

ofthe Code of Regulations (2006). ln addition, there was no budgetary provision for the

promotion of sixty four (64) members of staff in the Ministry's budget. Consequently,

the transparency, faimess and equity in these promotions could not be ascertained.

Submission by Accounting Officer

The accounting officer admitted that the Cornmission has not issued any terms and conditions of
service nor schemes of Service to the Civilian staff of the National Police Service. As you are

aware this Commission was created under the new constitution and became operational in

October 2012 and trerefore is in the process of developing its own systems and structures as

required by law. Developing systems and structues is not a one day's event but it's a process

that tales time and calls lor a lot of stakeholders' consultations and resources. However, all the

same it's worth noting that so far the Commission has been able to develop the following

regulations to guidc rn the management of the uniformed personnel of the service.
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(D Recruitment and appointment regulations

(ii) Discipline and transfer regulations

(iii) Promotionsregulations

(iu) Police vetting regulations

Committee Observation and Finding

With respect to paragraph 245 relating to Conditions and Scheme of Service for civilian
staff at National Police Service, the Commission has not issued any terms lnd conditions of
service nor schemes of service to the civilian staffof the National police senice.

Committee Recommendation

The Commission must within three months after the adoption of this report issue terms
and conditions of services for the Civilian Staff of the national Police Service in accordance
with the Section 53 of the Public Service Commission Act No. l0 of 2017.

246. Accountability of Visa Stickers and Passports

246.1 Visa Stickers

Examination of registers maintained at Department of Immigration show that Visa Stickers
worth Kshs.2,728,302,000.00 were issued to the Ministry of Foreign Affairs and Intcrnarional
Trade during the financial 2013/2014 and 2014/2015. It was observed that 39.()(10 blank
passports valucd at Kshs.202,500,000.00 were issued to five (5) consulate rnissions and
13,872 prinred passporls valued at Kshs.65,988,000.00 to foreign missions/embassies. In
these circumstances, total revenue collected excluding certificate of good conduct, Identity cards
and others of Ksh.2,996,790,000.00 differs wirh tlre Kshs.1,524,300,362.00 reflected in the
financial statements for 201312014 and 201412015. The resultant <Jifference of Kshs.l.
472,489,638.00, a loss has not been accounted for.

Submission by Accounting Officer

The accounling officer admitted that to state that thc Ministry of Interior and Coordination ol'
National ( iovemment (Department of Immigration Scrvices) procures visa stickers for use at the
entry poil)ts in the country and in foreign missions. The visa stickers used in the missions are
issued to the Ministry of Foreign Affairs upon requisition who rn tum issue the same to Kenyan
missions abroad for use.

It was true that the department of immigration issucd visa stickers and passports to the ministry
of foreign afl'airs as shown below during the financiii, rcars 2013/2014 and2014/2015:



Visa stickers

Blank passports

Printed passports

Total

Kshs.

2,728,302,000.00

202,500,000.00

65.988.000.00

996 790.000.002

The Accounting Officer clarified that all the receipts received for services rendered by the

missions abroad and paid for (including issuance of visas and passports amongst others) are

accounted for at the Ministry of Foreign Affairs . This is the reason why the estimate books

clearly indicate that the ministry of Foreign Affairs has a provision for the Appropriation In Aid
(A.r.A).

In view of the above the Kshs. 2,996,790,000.00 ought to have been reported and accounted for
as A.l.A by the Ministry of Foreign Affairs in its Statement of Assets and Liabilities amongst

other receipts for services rendered at the missions.

Committee Observation and Finding

The Committee marked the matter as resolved

Committee Recommendation

That the Accounting Oflicer should institute measures to ensure that the agency always

acts on the Auditor General's management letters to forestall audit queries.

246.2 Passports

Audit inspection of selected Kenya missions/embassies in the financial year 2014/2015

that included WashingLon DC, London, Berlin and Pretoria revealed that several blank
passports were issued directly to the missions by the Department of Immigration.

However, the passports wer€ not recorded at the missions/embassies Counter Receipt

Book Registers - CRBR and also not produced for physical audit verification as required

under Section 118(2) of Public Finance Management Regulations J015. Subsequently, the

existcnce of these passports valued at Kshs.l33, 052,500.00 ;rs detailed could not be

confirmed: -

Mission

Washington DC

London

Berlin

Amount
(Kshs.)

19.500,000.00

e3,000,000.00

7,742,500.00
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Pretoria

In view of the foregoing together with explanation submitted by Immigration department
that visa stickers and passports are not included in public Finance Regulations as
accountable documents, it is not possible to confirm that their use is lawful and effective
as required in Article 229 (6) of the Constitution of Kenya (2010).

The accounting officer stated that there are five missions where the passport processing system
has been installed, namely:-

. Washington D.C.

r London

o Dubai

. Pretoria

r Berlin

Blank passport booklets are issued from the Department of Immigration stores to the Ministry of
l'orc'ln Affairs upon requisition. Application for passports received by the missions above are
thcrclbre processed at the mission and issued to the applicants. The Ministry of Interior and
Coordination of National Government has written to the Ministry of Foreign Affairs to facilitate
the availability of the documents requested by the auditor General to facilitate physical audit
,:rification. Attached are copies of the registers from the nrissions under reference in respect of

iiro said passports booklets. In response one mission (washington DC) has already for.warded a
copy of the CRBR which has been availed to the auditor for verification. The others were availed
to the Committee for verification.

\'fissions where the passport processing and printing system is not yet installed, forward their
applications to the headquarters Nairobi (overseas section). Passports for these applications are
Driroessed, printed and sent back to the missions. Attached are copies of the registers from the
o\ erseas section under reference in respect of the said passports booklets.

Committee Observation and Finding

The Committee marked the matter as resolved

Committee Recommendation

That the Accounting olficer should institute measures to ensure that the agency always
acts on thc Auditor General's managcrnent letters to forestall audit queries,

Repo on thc Exoninatrcn oJthe
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247. Purchase of Land and llouses for Gencral Service Unit

As reported in paraglaph 77 of lhe audit report for the financial year ended 30 June 2014

attention was drawn to the irregular purchase of land and houses for General Service Unit in
which the Ministry paid Kshs.1,200,000,000.00 out of Kshs.2,400,000,000.00 in regard to

Civil Case Number NRB.HCC 617 of 2012 through Legal Dues, Arbitration and Compensation.

It was noted that the Ministry, in the year under review, further paid an additional Kshs.600,

000,000.00 on 25 March 2015. No justification has been provided for this inegularity.

Submissions by Accounting Officer

It was true that Kshs 600,000.000.00 was paid on 25 March 2015. As explained in paragraph 77

of your report for filancial year ended 30 June 2014, Afrison Export Impon Limited purchased

the land from Joreth Limited on 29th December, 1981. Later, Afrison entered into an agreement

with the defunct Kenya Posts andTelecommunications Corporation (KPTC) for the development

and sale of 500 maisonettes which were to be constructed on that land. To facilitate the

construction of the houses, Afrison entered into a financing agreement with Continental Credit

Finance Ltd for a sum of 2l million.

In 1986, Continental Credit Finance Limited was placed under receivership and an official
receiver was appointed the Iiquidator.

Consequently, KPTC entered into an agreement with Afrison, that KPTC would provide

financing to complete the houses and then thereafter, the houses would be transferred to KPTC

after completion.

By 1988, 196 houses had been completed and KP''i. started to experience financial difficulties
and could no longer finance the construction any lurther. KPTC sought a buyer so that it could

recover the money it had spent.

KPTC entered into negotiations with the PS, Office of the President lor the purchase of [9tr

houses for the sum of 64 Million. The Ministry's decision to buy the houses w:rs informed by the

fact that there was need to beef up security due to kcy installalions around that area which
included De Lal{Lre, EPZ etc. An agreement was entered into on l8'l'August, I988.

The GSU took possession of the 196 completed houses and othc:"s that were incomplete

occupying 17.8 acres. However, despite paying the purchase price, no owncrship documents

were passed to Govemment as the title was held by Continental Credit Finance as the mo(gagor.

'lhe matter was brought before Parliamenl, and a directive rvas issued that Govemment should

pursue possession of the title for the 196 units that were paid for. Fu(her, the I 9.6 acres that they

had taken possession of, without consideration to the owner, should be negotiated for with the

official receiver and the registered owner.

'l'he Ministry corrs(jtuted a committee to negotiate with Aliison, but the committee rvas unable to

agree with them. Aliison moved to court in Nairobi. HCC 617112 and they were awarded Kshs4,

086,683,330.00 as lair value for the sued property.
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The Attorney General filed a notice of appeal against the court's judgment as the court found that
the entire property (37.4 acres) was in dispute, completely disregarding the agreement between
ooP and KPTC. However, the PS sought the AG's advice on the possibility of an amicable
settlement.

A meeting was held and the Judgment Debtor agrced to have the judgment debt reduced from
ksh.4, 086,683,330.00 to Kshs. 2,400,000,000/=.

Regarding the use of Govemment Valuation of thc land during the hearing of the case against
government, there is no reference made in the judgment and it may therefore be presumed that
government did not file the valuation report. However, the govemment had valuation report
which office of the Attomey General informs was examined by the taskforce and was used
during negotiations leading to the reduction of the court award.

The decision of the court was that the Ministry entered into an illegal sale agreement with KPTC
as noted, however the understanding of the Govemment at the time of the transaction was that
KPTC is a communication agency of government who had invested substantially il development
of Drive-ln Estate. Purchasing of the KPTC interest in Drive-ln served two purposes:-

l. Acquiring residential quarters for GSU at a strategic and convenient area

2. Securing land for future development by the police (GSU)

It was on record that these were the factors considered by the Treasury, City Council of Nairobi,
Ministry of I-ands and Attomey General. In fact, subsequent to the meeting of these govemment
organs, Ollicc of the President was directed to pay the outstarding rates for that land which was
done. consultations commenced between this Ministry and the oflicial Recciver, who is an
olflcor in tlre office of Attomey Gencral. on the purchase of the land in qucstion whereby the
()lficial Receiver committed to sell to the Ministry all that GSU land for 150 million but the
rcgistered owners protested and objected to the proposed price given by the official Receiver
and sought for the variation of the price based on the market price.

I'hc then Office of the President signed the sale agrcement on the understanding that it was
gclting the equitable right that KI'}TC had over the Drive-ln Estate. Further, it should be noted
that, this agreement was signed by the office of the Attomey General and the Advocate of
KPTC. The evidence of fair play is that the surplus of the purchase price was transmitted to the
Official Receiver on the account of Afrison and Huelands companies who arc thc registered
owncrs and loanecs to Continental Credit Finance Ltd. Evidence ofthis transmission was availed
to the Comrnittee lor verification.

Repo4 on the Examination of the Repo ol the Aud ot-Generul on thl ; nancial Statetunlt lot the Nationul Govemrncnt 1" rii P6@EZ
Year ?nded 3d^ Junc 20t s

Committec Observation and Finding

The Commiltee marked the matter as resolvcd



Committee Recommendation

The Accounting Officer should institute meflsures to ensure that the agency ahvays acts on
the Auditor General's management letters to forestall audit queries.

248. Loss of Kshs.l4, 004,600.00 through Irregular'fraining of Pilots

Examination ofrecords maintained at Kenya Police Service shows that the office of the Inspector
General of Police entered into a contract to organise trainir.rg known as 4x ab initial to

commercial helicopter pilots with Ws Acariza Aviation Lirrited (Contract No. SL/CPL
(H)/IQAW/0614) at a sum of Kshs.75, 627,483.70.

Further, Kenya Police Service Training Committee (KPSTC) approved that four (4) police
officers were to be trained as helicopter pilots at Starlite School (South Africa). However, in
unclear circrunstances, an officer who was approved by Kenya Police Service Training
Committee (KPSTC) to train as fixed wing pilot at Ninety Nine Flying School was irregularly
included among helicopter trainees scheduled to join Starlite School (South Africa).

Further, an examination offinal suspension report dated 1ld May 2015 show that the officer was

suspended lrom the training school due to the following reasons: -

(i) The student experiences disorientation during transitions and climbing tums.

(ii) Her hovering is improving but not safe.

(iiD When going through transition from hover to forrurti l)ight, she either climbs or
dives toward the ground.

(iv) During climbing tums, she enters a spiral drive to thc left, which eventually is noticed

and rccoverod at +- 150 feet Above Ground Level (AGL).

(v) The student s approach to landing is dangerous. with high rate of decent and onward
speed, until the instructor has to recover before ground impact.

Records availed for audit lurther show that Kshs.l4, 004,600.00 had been incurred on the

trainee at the time ofher suspension, resulting in a nugatory payment which has not been

recovered or explained.

In addition, examination of the Office of the Inspcctor General's response Ref. No. SIIC.

POL. ll5/10/lNOL. X/145 dated 7 June 2016 shows that the lbur (4) officers who were

nominated and approvcd to be trained as helicopter pilots ucre replaced with four (4)

other offrcers whose training cost amounted to Kshs.75,627,483.70 paid through
vouclrer No. 124 dated 1 September 2014. No justification has been provided for the

change.

ln a due diligence check IWs Acariza Aviation Limited is not registered by Kenya Civil Aviation
Authority to offer aviation training services in Kenya.

Reporlonthet'xlninationoflheRePorloIlheAudilor.aeneralonlheFinan,i,lStot",,",,u@
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Before the students' departure to South Africa, Nancy waithera got pregnant and could not
undertake the flying course. She was replaced by caroline Muthoni as per our letter dated lst
October 2014 annex AW (2).

In their letter dated 66 October 2014 annex AW (3) an additional four pilots were nominated for
training in the same Institution. Erroneously No.l02l92 IP Caroline Muthoni who had replaced
Nancy waithera earlier was included and had to be replaced by No. 96610 pc (w) Trizah Ripoi
as per the above letter. Travel clearance was issued on I't November 2014 annex AW (4) as per
the Inspector General's letter. on l7s November 2014 ACARIZA Aviation Limited who were
representing Starlite School locally issued an invoice for the four students as per the attached
letter annex Aw (5). In the course of training in South Africa, Triza Ripoi was suspcnded and
the Airwing sought authority for replacement which was granted as per the attached lcter dated
22nd May 201 5 annex AW(6). Our request letter for replacement was dated 186 May 2015.

By the time Trizah Ripoi was suspcnded from flying, she had utilised part of the luitiol fees as
per our letter dated l4'h December 2015 annex Aw(7) and the utilized funds had to be paid kr
enable the replacement student to complete thc course. An invoice of USD.I 37,000.00 was
issued by Acariza Aviation on behall- of Starlite School. The replacement student was No.95540
PC Peter Kemboi who was undergoing training on fixed wing at Nairobi Flight Training as per
the attached letter dated 2nd June 2014. He was replaced by the student who failed helicopter
training in south Africa and she *rr. issessed able to fly fixcd wing aircraft. She has now
graduated as a fixed wing pilot.

Failing flying training is normal and likc any other Institution, the money cannot be refunded and
since we had a balance in the account, the most logical thing was to replacc the student and top
up the utilized amount. All the lctlers referred to were availed before the Committee for
verification.

Committee Obseryation and Finding

The Committee marked the matlcr was resotved

I

RePo onthe Exarnindlion oJlhe Repo of lt Audnor-Generol oa the Fitsnclal Stater,r,nu lor the National GoeemnentJor thc
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Submission by Accounting OIficer

The initial nomination of pilot was approved on 46 September 2014 with the following other
officers:

- No. 93644 IP Johnson Kamau

- No. 96720 PC Michael Shikuku

- No. 97045 PC(W)Nancy Waithera

- No. 961 86 IP Jacinta Emankor



Committee Recommendation

'fhc Accounting Officer should institute measures to ensure that the agency always acts on

the Auditor General's management letters to forestall audit queries.

249. Unaccounted Fuel at Embu West OCPD Embu West Kshs. 643,957.00

Examination of records maintained at various counties revealed that payments

amounting to Kshs.l ,002,887.00 were made to various suppliers for purchase of fuel

during the financial year 201412015 as follows: -

County Amount (IGhs.)

OCPD Embu West 643,957.00

DCIO Enrbu West 358 930.00

Total 1.002.887.00

However, updated fuel registers in support of Kshs.1,002,887.00 were not made

available for audit review to show how the fuel was drawn and utilized. Consequently, the
propriety of the expenditure of Kshs. I , 002,887.00 could not be ascertained.

Further, the odometer for motor vehicle registration number GK A623A was faulty for the period

under review. It was therefore, not possible to ascertain the lotal distance covered by the vehicle
and whether it was economical to use.

Submission by Accounting 0fficer

It was true that payrncnt amounting to Kshs. 643,957.00 was paid to supplier of fuel during the

financial yer 201412015.This amount was paid to M/S Paluma Limited Services; the Contract

fr.rcl supplier. Tho division has been maintaining fuel registers and the copies for the period under

review are now available for verification.

DCl0 Embu West Kshs.358,930.0

1he Accounting Officer admitted that it was true an amount of Kshs. 358,930.00 could not be

accounted for due to lack of updated fuel registers. This was as a result of the unprecedented

change of guard at the Division whereby the DCIO and his deputy tendered their resignations.
'l'he handing and taking over exercises were still ongoing when the Auditors came for the audit

and r\erefore, the document were not easily accessible at that lirne. These documents are now
avai lable for verification.

ll rvas also true the odometer lor Motor Vehicle registration number GK A623A was faulty but
has since been repaired.

Committee Observation and Finding

The Committee marked the mrtter was resolved

ReporlonlheExaninaliono!lheRepoa/lheAulior-ceneralonlheFino,"iots,o,"^,@
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Committee Recommendation

The Accounting olficer should institute measures to ensure that the agency always acts on
the Auditor General's management letters to forestall audit queries.

250. Irregular Procurement of Materials for Construction and Rehabilitation of
Non-Residential and Residential Buildings

Examination of payment vouchers at Narok North District Treasury revealed that
temporary imprest totaling Kshs.5,487,750.00 were issued to officers and spent on construction
of Narok county Police Administration block and renovation of Narok county police
Commander's residential house number NAROK/HOUSE^1G4.

Documentary evidence presented for audit revealed that the engineer's estimates for the
construction of the administration block and renovation of residential houses were
Kshs.3,483,143.60 and Kshs.1,857,160.00 respectively, all totaling Kshs.5,340,303.60. However,
the following observations were made: -

The Architectural Design and plan for the Administration block was not done making it difficult
to explain how the engineer's estimates were developed by the county works officer-Narok.

The Construction works were not secured competitively as it was observed that two (2) officers
were issued with imprest which they used to purchase building materials and laborrr. The imprest
holders were also involved solely in ordering and receiving of building materials us evidenced by
forms Sl3 attached to the payment. lhc building materials and labour wcre sourced liom
suppliers who were not pre-qualified lbr the financial year 2Ol4l2Ol5 contracl is unexplained. A
site visit conducted on 28 August 2015 rcr,ealed that some works were don, .,nd the buildings
were in use. However, final measurcments of works from the county w()' ,lficer were not
done.

In the al'scncs of a proper procuremcnt process, supervision and n)casuren'tcnt of works it is not
possible to confirm authorization and value for money in an expenditure totaling
Kshs.5,'1! ".7-50.00 incurred on construction and rehabilitation of non-resider: rirl and residential
buildings as required by Section 68 (l) of the Public Finance Management Act,2012.

Submission bv Accounting Officer
'l'he accountin olficer admitted that it \\,as true that county Government of Narok funded
construction of Narok County Police Adnrinistration block and renovation of Narok County
Police commanders Residential house number NARoK/HousE/HG4. The county government
funded the construction after a request from thc Public who were the stakeholders to the project;
therefore, the accounting of the funds was done through the County Govemment.

Committee C)bservations and Findings

The Committee marked the matter was resolvcdCom mittee Recommendation

R.Pod on lh. Exannation of thc Report of the Auditor-Aeneral on the Financiol StatenentsJor the Nario*1Aie^iir1*ie---PdEE7.96
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That the Accounting Officer should institute measures to ensur€ that the agency always

acts on the Auditor General's management letters to forestall audit queries,

251. Pending Bills

Information and records availed indicate that pending bills totaling Kshs.5,070,255,153.07 as

shown were not settled in the year that they relate to but were instead carried lorward to year

2015 12016.

Financial Year Amount (Kshs.)

2012t2013 1,720,959,324.7s

2013t2014 2,641,689,049.85

201412015 5,010,255,153.07

The Kshs.5, 070,255,153.07 pending bills for the year under review differs with the supporting

schedules and documentation. Kshs.4, 828,392,000.00 reflected in the financial statement and

under note 26.1 by an unexplained and unreconciled difference of Kshs.241, 863,153.07.

Had these bills been paid and expenditure charged to the accounts for the current year, the

statemenl ol receipts and payments for the year ended 30 June 2015 would have reflected an

excess vote (deficit) of Kshs.4, 810,136,153.00 instead of the surplus ol Kshs.260, 119,000.00

now shown.

Failure to settle bills during the year to which they relate distorts the financial statements for the

year and adversely affects the budgetary provision for the subsequent year to which they have to

be charged. No justification has been provided by the Accounting Officer for failure to pay bills
in the year that they relate to.

Submission b), Accounting Ollicer

The accountirrg officer admitted that pending bills totaling Kshs.5, 070,255,153.07 wcrc carried

forward to ycar 2015/2016.

This was occasioned by the following:-

. Late approval ofthe 2"d supplementary budget.

o IFMIS processing challenges.

The pending bills of Kshs.5,070,255,153.07 as per the supporting schedules and documentation

differs with thc amount reflected in the financial statement of Kshs.4,828,000.00, resulting to

difference of Kshs.24l ,863,1 5 3.07.

The difference of Kshs.241, 863,153.00 relate to pending bills which were inadvertently omitted

from the list of pending bills.

All the pending bills including the initially excluded in the pending bill list were verified
processed and paid during the 201512016 Financial Year.

Report on the Exanination oJ the Report oJ the Auditorcencrat .)n the t;inon"iot s,oro^"i$iEiiiiJd iiifirTl-d€dw
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Committee Observations and Findings

Thc Committee markcd the matter was resolved

Committee Recommendation

The Accounting officer should institute measures to ensure that the agency always acts on
the Auditor General's management letters to forestall audit queries.

252. Inaccuracy of the Financial Statements

The statement of assets as at 30 June 2015 includes un-vouched and unsupported prior
year adjustments figure of Kshs. (876,675,000.00) under the funds balance adjustments.
consequently, the accuracy and validity of the net financial position of
Kshs.2,032,899,000.00 as reflected in these financial statements could not be
confirmed.

Submissions by Accounting Officer

The accounting officer submitted that the Statement of Assets as at 30s June 2015 include a prior
adjustment figure of Kshs. 867,675,000.00. The make-up of this figure is as follows:

2014-2015 Prior Year Adjustment

Imprest 129,715,897.75

Advances 226,303 .20

Revenue

Revenue(I Iqs.)

District Suspense

Retention Monies

Total

2rs,t53,121.25

127,700,597.90

292,173,463.8s

06 125.35

1167.67 5.,199.30

The relevant journals to support this adjustment are availai,lc

Committee Observations and Findings

The Committee marked the matter was resolved

Repo on the E urnination oJ tha Repo ol thc
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Committee Recommendation

The Accounting Officer should institute measures to ensure that the agency always acts on

the Auditor General's management letters to forestall audit queries.

GOVERNMENT PRESS FUND

Unqualified Opinion

There were no material issues noted during the audit ofthe financial statsnlents.

KENYA CITIZENS AND FOR.]TIGN NATIONALS MANAGEMI,].\'f SERVICE

Other Matter

Information available indicates that the Acting Director General was paid a sum of
Kshs.6,73 5,000.00 contrary to Cabinet Secretary's letter Ref: CONFA4OICNG/CS,^r'OL.l dated

3 June 2014 that required terms and conditions of engaging Acting Director General be

determined in consultation with Salaries and Remuneration Commission. In addition, no

justification has been made for failure to competitively recruit and recommend an appointment of
the Director General / Chief Executive Officer in accordance with Section l3(1) and (2) of the

Kenya Citizens and Foreign Nationals Management Act, 201 I .

Submissions by Accounting Officer

The accounting officer stated that Recruitment of the Director General, the KCFNMS Board

adverlised for the post intemally and conducted interviews for the post of the Director General

and thc names of the shortlisted candidates werc forwarded to the Cabinet Secretary lor him to
appoint one among the qualified shortlisted candidates and the Board is still awaiting response

liom the Cabinet Secretary.

lhe service has made ve ous correspondences and held consultative meeting with salaries and

Ilcmuneration Commission (SRC) on the issue of the salary fbr the organization.

Salary Remuneration Commission (SRC) has not m;rde a decision on the matter because the

scrvice has not been categorized by State Corporations Advisory Corrrrnittee (SCAC).

(lommittee Observations and Findings

1. Recruitment of the Director General, the KCFNMS Board advertised for the post

internally and conductcd interviews for the post of the Director General and the

names of the shortlistcd candidates were forwarded to the Cabinet Secretary for
him to appoint one among the qualified shortlisted candidates and the Board was

still awaiting response from the Cabinet Secretary.

2. The seryice has made various correspondences and held corrsultative meeting with
Salaries and Remuneration Commission (SRC) on the issrre of the salary for the

organization. SRC has not made a decision on the matter because the service has not
been categorized by State Corporations Advisory Committee (SCAC).
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3. The Cabinet Secretary should appoint the Director General from the shortlisted
names submitted for his consideration.

4. The State Corporations Advisory committee should move to categorize the service.

Committee Recommendation

The cabinet secretary should appoint the Director Generau chief Executive officer
for Kenya citizens and Foreign Nationals Management Service in accordance with
section 13(l) and (2) of the Kenya Citizens and Foreign Nationals Management
Act, 2011 within three months after thc adoption of this report.

254. The service has not undertaken its functions to discharge its mandate fully as
stipulated in section 4(2) v of the Kenya citizens and Foreign Nationals Management
service Act cap 174, Laws of Kenya due to the failure of state corporations Advisory
Committee (scAC) to categorize it. Arising from the above, the KCFNMS Board has not
appointed a substantive Director General/chief Executive officer and the proposed
organization and pay structure cannot be approved by the Salaries and Remuneration
Commission.

Submir' r,rn by Accounting Officer

The rrecrrtrrrling officer stated that In the Financial Y ear 2015116, The Budget for Kenya Citizen
and lioreign National Management Act (KCFNMS) was prepared, approved by the board and
signcd by the chairperson of the board. Since the service is not fully operational and the funds
allocated are meant to assist the Board in its day to day operations, it would therefore impiy tlrat
the funds arc used majorly for facititating the Board meetings, hence then omission.

Hon'ever, the Board's budget for the Financial Year 201612017 and Financial Year 2017l18 was
approved by the Cabinct Secretary as required under the Act.

Cornmittee Observation and Finding

with respect to paragraph 254 relating to the Kenya citizens and Foreign Nationals
Mar*gemcnt Service, the Accounting officer tabled an explanation that satisfied the
Comrnittee,

Committee Recommendation

The Accounting officer should institute nr(:rsrrres to ensure that the agency always acts on
the Auditor General's management Ietters ro forestall audit queries.

255. Un-surrendered Revenue

Infornration and documentation available indicates that the State Department of Interior
receivcd revenue totaling Kshs.8,511,806,825.30 from eight (8) sub-collectors ol
revenue, that rvas surrendered to the state Department's headquarters. However, the

Rep,,, ,'a 16" g-^,ro,ton oJ the Repo ollE
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Revenue Statement as at 30 June 2015 reflects actual revenue surrendered to the

exchequer of Kshs.8, 426,227,232.00 resulting in an unexplained and unaccountable

difference of Kshs. 85, 5'1 9,593.30.

Submission by Accounting Officer

The accounting oflicer admitted that it was true there was a difference between the

revenue statement and the actual revenue collected amounting to Kshs.85, 579,593.30 at

the end of2014l15 financial year.

The difference was as a result of revenue collected in the financial year 2014/2015 bul
surrendered in the financial yeu 2015/16 by the following departments.

(D CID - 78,103,110.00

(iD GSU - 3,385,8s6.00

(iii)scB - s6,8s7.30

(iv)Police Hqs

Total

4.033.770.00

8s.579 ,s93.30

'fhis was however surrendered and accounted for in the year 2015116 financial
year, copies of the bank statements and FO. l7 were availed to the Committee for
verification.

Committee Obse rvltions and Findings

The Committcc rnarked the matter was resolved

Committee llccommendation

The Accounting Officer should institute measures to ensure that the agcncy always acts on

the Auditor (Jrneral's managenrent letters to forestall audit queries.

256 Un-receipted Rcvenue

I{evenue records maintained at the Rapid Deployment Unit (RDU) indicate revenuc rmounting to
Kshs.3, 669,lfl).00 as having been collected under the hire of Security Ser\i(cs. No
documentary evidence has been availed to confirm receipt and accountabriLry of this
revenue as required by Section 6.7. 1 and 23.6.7 of the Govemment Financial Regulations

and Procedures. No justification l-ras been provided for this irregularity.

Submission by Accounting Officer

It was true that part ofthe revenue amounting to Kshs.3, 669,650.00 was not properly receipted.

An amount totaling trr Kshs.l,212,100.00 was deposited directly to CBK by G4S group for hire

of security scrvices while the balance totaling Kshs.2, 457,550.00 was forwarded to Ministry's
headquarters as shown by copies of FO.17 attached and MRS attached. Thereforc only Kshs.),
212,100.00 had not been receipted but were supported by pay-in-slips. This anomaly was

Repo on lhe Eunination o!the Report olthe Auditot-C.nefil on thc FlnanctalStatedrenls lor the Nalional Governn.nrlor the
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corrected in the 201 5/20 I 6 financial ycar.

Committec Observation and Finding

The Committee marked the matter was resolved

Committee Recommendation

The Accounting officer should institute measures to ensure that the agency always acts on
the Auditor General's management letters to forestall audit queries,
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22.2. S'|ATE DEPARTMEN'T F-OR COORDINATION OF NATIONAL GOVEIINMEN-I'

FINANCIAI STATEMENTS FOR VOTE 134

Mr. Alfred Cheruyiot , the Accounting Officer State Department of Coordination of
National Government accompanied by Ms. Kerandi Sarah; Chief l-inance Officer
Correctional Service, Mr. Joseph K. Mwangi; Senior Chief Accountant Correctional
Service, Mr. Josphat K. Huke; Senior Chief Accountant Kenya Prison Service, Mr.
sayaOsugo; Commissioner Gencral Prison Service, Mr. Mwangi Daniel; Accountant

,.lorrectional Services, Mr. Patrick Kariri; Deputy Director Prison Service, Mr. Shadrack
K. Kavutai; Accountant Probation, Mr. James M. Nyabocha; CE Correctional Service, Mr.
W Wandona; Ag, Director Correctional Service appeared before the Committee on lSth
May, 2018, to adduce evidence on the audited Financial Statements of Vote 134 State
Department of Cordnation of National Government for the Financial Year 201412015.

Minutes of the Committee's sittings and the submissions tabled by the Accounting Officer
are annexcd to this report.

Basis for Disclaimer of Opinion

257. Unaccounted for Revenue

As reported in the previous year's audit report, the Prisons Industries and Farms Funds had a

closing account balance of Kshs .115,987 ,430.51 as at 30 June 2013 that was held in the former

Vice President and Ministry of Home Affairs - MOHA deposit account.

The lormer Vice President and Ministry of Home Affairs operations wcre merged during the

year 201312014, into the Ministry of Interior and Coordination of National Govemment and

amounts totaling Kshs.l 73,970,762.35 were collected between I July 2013 and3 October 2013

when a separate but cornbined account was opened for rhe Fund. ln thc circumstances, these two
amounts totaling Kshs.3,19,958,192.86 ought to have been deposited in the new bank account.

Information and records availed indicate that only Kshs.l I 8,725,674.40 was deposited resulting
in a Kshs.23l ,232,518.50 loss of public firnds that has not been accounted for. No justification

by management has been made for this irregularity.

Submission by Accounting Officer

He admitted that the previous year's audit report reflected that Prison Industries and Farms Fund

had a closing acoount balance of Kshs. 175,987,430.51 as at 30$ June, 2013 that was held in
f'ormer Office of the Vice President and Ministry of Home Affairs - MOHA deposit account. It is
also true that during the Frnancial yer 2013-2014, amounts totaling to Kshs. 173,970, 762.35

was collected between l't July,2013 and 3'd October, 2013 when the new separate but combined
fund account was opened. The Kshs. 173,910,"/62.35 was being banked in the old Home Affairs
Deposit r\ccount - HADA from which only Kshs. 118,725,674.40 was transferred to thc

separate but combined fund account resulting to a deficit of Kshs. 231 .232,518.50.

'l he above figures are composed of industries and also farms collections as shown below: -

RepoontheExafiinalionorheRePoorheAudilof-aeneralontheFino,,iotstot"."@
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June 2013

Balances

(IGhs)
btf

July-Oct,2013

Collections (Kshs)

Total

(Kshs)

Prison

industries

Prison farms

119,965,6'.7 5.51

56,021,755.00
275,302,080.51

74,656,112.35

Total 17s,987,430.51 173,970,762.35 3.19,95tt,192.86

Less

transferred

0 118,725,674.40 118,725,674.40

Net balance 175,987,430.51 55,245,087.95 23t,232,5t8.46

I l,.' submitted that that MOHA was rnerged with OOI, ro form Ministry of Interior &
( (),rrdination of National Govemment and also subsequently splitting of the Interior and
L rrordination vote in 2014/15 FY into two votes 1021 & 1022. The vote 1022 State Dcpartmenl
tbr coordination of National Govemmcnt has again been changed to state Department of
Correctional Services under Vote 1023. 

.lhe 
State Department have initiated the transfer of the

orrtstanding balances of Kshs.23 1,232.518.46 to our new Prison fund account A"/c No
t ,r 10307498 in Central Bank of Kenya as per our office lener SDC/SEC/FIN/3 /l2l(52) dated [ 3th

()ctober 2016 addressed to the Directol General, Accounting Services and euality Assurance,
National Treasury.

I lrc State Department has written to the State Department for Interior for the corrections of July-
( ).tobcr 2013 balance of Kshs.55, 245,087.95 leaving a balance o1 Kshs. 175,987,430.51 being
pLrlsued from.

i- r t)rl an the Exa,ninqlion
titr ded 3d' Jum 2OI5
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155,336,405.00

18,634,357.35

The amount transferred to the new Prison Industries fund account of Kshs.l l8, 725,674.40 is as

shown below:-

I)risons Industries 92,13 5,930.5 5

Prisons farms 26.589.743.85
.l otal 118,725.674.40



Committee Observations

'fhe Committee marked the matter rvas resolved after considering the correspondences on

the realignment and restructuring of government.

258. Biogas Project at Kenya Prisons Service

As reported in the previous year's audit report the Kenya Prisons Services had initiated biogas

projects in fourteen (14) prisons across the country at an estimated cost ofKshs.122,129,538.00
out of which, expenditure totaling Kshs.95,758,296.00 had been incurred. The following
irregularities were observed in the year under review: -

i. Out of the fourteen (14) Biogas projects, only four projects are partially operational at Embu

Main, Embu Women, Kisumu Main and Kitui Main Prisons while the rest .ue either incomplete

or not operational.

ii. The biogas plant at Nairobi Remand is not operational yet the contractor who has since

abandoned the site was fully paid amounts totaling Kshs.7,500,724.00.

iii. Although the management indicated that it formed a task force that was to evaluate and

submit a status report on the bio gas plants, the same has not been availed for arrdit review.

iv. A surn of Kshs.46,481,255.00 or 93% of the contract sum has so far been paid on four (4)

Biogas plants contracted to private companies as follows: -

Prison Contract Sum Kshs. Amount Paid Kshs.

Nairobi Remand and allocation 7,500,724.00 7,500,724.00

Shimo La Tewa Main i 1,528,602.00 I I,528,602.00

Kibos Nluin I1,900,000.00 8,150,000.00

Kamiti Nlain 19,301,929.00 19,301,929.00

'I'otals 50,231,255.00 46,481,255.00

None ofthese projects at the time ofthe audil was operational.

Under the circumstances, it is not possible to confirm that Kshs.95,758,296.00 so far spent on all
the fourtecn (14) biogas plants was lawful and ctii'ctive as required by Article 229(6) of the

Constitutit,n ol Kenya, 201 0.

Submissiorr by Accounting Oflicer

llc admitcd that the Kenya Prisons Service had initiated fourteen (14) Biogas projects as a
nrcasure 1o reduce cost on wood fuel and manage sewerage at an estimated cost of Kshs.

122,129,518.00 where expenditure of Kshs. 95,7 58,296.00 was incurred. It is also true that out of
14 biogas projects, four were partially operational. The Nairobi Remand had an allocation for
Prison biogas plant which was also not operational even after paying the contractor the full
RePorlonlheEroninatlonoJlheRePor.orheAuditol.aenerulontheFtru,"i,tStot,^"n4o,tn,@
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amount totaling to Kshs. 7 ,500,724. It is also true that Kshs. 46, 48 t ,251 .00 approximately 93%
of the contract sum had been paid to four biogas plants contracted to private companies while the
plants were not operational. It is also true that a task force was formed by the management to
evaluate and submit status report on the biogas plant which was not submitted to the auditors at
the time of the audit.

The meeting heard the 14 biogas projects were originally estimated to cost Kshs. 122,
129,538.00 but were revised downwards to Kshs. I 13,129,538.88 of which only 100,008,296. I 8
was allocated out of which an expenditure of Kshs. 95,75s,296.00 was incurred. The four
partially operational biogas projects had some additional works which were not included in the
original BQs to make them fully operational as per the Task force recommendations.

He submitted that the plant at Nairobi remand was not operational at the time of the audit.
However, it is partially operational producing gas which cannot be utilized as stated above. The
contractor was paid as per the contracted works and BQs. The payment of Kshs. 7,500,724.00
was based on works done, evaluated and certified on May 2013. However, there was variation
of the contract upwards from Kshs. 7,500,724.00 to Kshs. 7,681,462.00 Also other additional
works were introduced after consultations between the Department of Public Works. Prisons
department and department of Renewable Energy and Petroleum as per attached lcttcr Ref
D03lB/21235. The task force report has since been availed to the auditors for review.

He further submitted that the expenditure of Kshs. 46,481,255.00 or 93%o of the contracr sum so
far paid on four biogas plants confactcd to private companies as shown below wcre not
operational due to reasons quoted above.

Status

7,500,721.00 7,500,724.00 Operational but
requires some

componcnts to be

efficicnt

Not opcrational

and require

balloons and

connectors to the

kitchcn

Shimo La
Tewa

Ciaster 1 I,528,602 11,528,602

l\ t.": on lhe E Amination o/ lhe Reporl ollhe AudiloLceneral on lhe Financial Stotements lor the National a,,,u,,t-nnerr! t,;;i;--Teg5i06
t, r,n,t, d 3dt June 2015

Contract Sum

(Kshs)
Amount Paid

(Kshs)



Kibos
Main

Silluma
Enterprises

1 1,900,000 8,1 50,000 Not operational

and requires

additional
funding

The meeting heard that the fourteen biogas plants projects have already spent Kshs. 95,

758,296.00 but additional funds are needed for all of them to be fulty operational as per the table

shown below: -

The total l4 biogas projects and their status are shown below: -

Re ma rks

Fully
operational

Kamiti
Main

Grate Greace

Agencies

19,301,929 19,301,929 Needs to

separated

storm water

be

from

.fOTAI, 50,231,255.00 46,48 r,2s5.00

SrN Station Commencin
g Date

Estimated
Cost

As Per The
Bqs

Total
Allocstion

Completio
n Status

100%Embu

M ain

nl2l201l 4,548, r 90.00 .1.548.190.00

2 Embu

Women

t5 t/201 I 3,834,000.00 :1,200,000.00 83% Partially

Operational

Partiall '
Operalionrrl

3 Kitui
Main

t6t3t201t 5,016. srs.00 4,500,000.00 90%

4 Kangeta 6t6l20l 6,000,000.00 6,000,000.00 100v, Operal r(,nal

5 Kibos
Main

12,949,525.00 8,150,000.00 63v, Incomplcte

PAEe f[/

tt/6/20t2
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6 Kisumu
Main

5,750,000.00 3,750,000.00 65o/o Partially
operational

l3

Ihe mceting heard that the estimated cost wirs not fully funded and hence there has been 6elay in
lunding. fhe estimated cost may also vary due to the long waiting period. 'I'he stale Department
had wlitlcn to Ministry of Ilousing to gct the Bes of the remaining works to complete the
lburtcen (14) projects. This rvould give an estimate to factor in the Budget.

(lommittee Observations and Findings

l. The Comlnittce obscrved that the bio gas project was a very idea. However, the
Ministry of I'ublic rrVorks and Ministry of Housing did not do proper fact finding on
the requircmcnts for a fully functional biogas projcct of that magnitude

7 Shimo

Main
28t5t2012 11,528,602.00 I 1,528,602.00 100% Incomplete

It Nairobi
Remand

24/t20t3 1.681,462.00 7,500,000.00 9't% Partiatly

operational

9 Kamiti
Main

25/U2011 19,487,290.08 19,301 ,929. I 8 Partially
operational

l0 Manyani 1311/2014 10,000,000.00 s,000,000.00 50o/o Not
complete

ll Malindi U4t20t4 8,200,000.00 5,000,000.00 60% Not

complete

Meru

Main
9,000,000.00 s,000,000.00 Not

complete

Nakuru

Main
2/71?.014 13.600,000.00 8,8s0,000.00 65% Not

complete

lrl Bungoma t 5/9t2014 4,533,923.80 3,928,8s r .00 86% Not
complcte

-I'otal
I13,129,538.8
8

100,008,296.1

8

Report on the Eromnatiin ofthe Report
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2. The allocated funds \ryere not enough to complete the project due to variations of
works by the Ministry of Public Works.

Committee Recommendations

l The Ministry of Public Works and Housing must always put in place proper
measures to avoid loss of funds incurred through variations and delayed completion
of government projects arising from BQs not well considered.

2. ' linistry of Public Works must always give approval for payments of works
c, ,npleted on a particular project without delay.

259. Outstandinglmprests

The statement of financial position as at 30 June 2015 reflects under accounts receivables,
imprests amounts totaling Kshs.2,896,655,400.00 which differ with the trial balarce figure of
Kshs.10,740,300.00.The difference of Kshs.2,885,915,100.00 between the two sets of records

has not been reconciled. Management has indicated that the difference is due to erroneous

postings by the IFMIS system.

Imprest registers maintained by the department reflect an outstanding imprest balance of
Kshs.3,321,600.00, that ought to have been recovered or accounted for on or before 30 June

2015.

No reasons have, however, been provided for failtrrc to surrender or account for the imprests as

required by section 93 (5),(6) and (7) of the Public Finance Management Regulations, 2015

which requires a holder of imprest to account or surrender imprest within seven (7) working days

after return to duty station.

In addition, the accounting officer has not recovered the outstanding imprest from the defaulting
offrcers' salaries with interest, thus in breach oi the Public Finance Management Regulations,
20l5 on irr, prests.

Subnr ission by Accounting Oflicer

IIc ari,r,rtted that the statement of linancial position as at 30th June, 2015 reflect under the

accor.rrls receivables, imprest amount totaling to Kshs. 2,896,655.400.00 rvhich diflers with trial
balanct tigure of Kshs. 10,740,300.00 resulting to a difference of Kshs. 2,885, 915,100.00
betwcr rr the two set of records, although the difference was explained 1o the auditors to have

been caused by erroneous historical postings in the IFMIS since inception.

He admitted that the lmprest registers maintained by the departrnent reflected a balance ofKshs.
3,121,633.00 that was not surrendered as at 306 June, 2015. The imprest was fully accounted

for.

FcpotontheEraninationoltheRepor,oltheAuditor-C!,,dlontheFinancialStotengntslottheNaliorulCo\'? nenllot the
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Committee Observations and Findings

l. The committee observed that the state Department had availed outstanding
Imprest schedule without supporting payment voucher

2' The Accounting Officer was directed to avail the above documents to the auditor for
verifications

3. The query remained unresolved

Committee Recommendation

The Accouting officer during the year under review, Ms. Josephta Amukobe should be
reprimanded failure to surrender or account for the imprests as required by section 93
(5)'(6) and (7) of the Public Finance Management (National Government) Regulations,
2015 which requires a holder of imprest to account or surrender imprest within seven (7)
working days after return to duty station.

260. Utilities Supplies and Services

260.1 Electricity Examination of payments made to Kenya Power revealed that the department
is paying hugc sums of money on electricity bills including a single one pud, on 27 November,
2014, of Kshs.167,499,749. This is included in the utilities supplies and services total figure of
Kshs.655,06" )0 in the year. Examination of schedules of electricity meter serial numbers used
revealed thul somc of the meter numbers do not clearly indicate the location or description of
the premises.

Furthcr, the department is paying electricity bills lor canteens operated by welfares and
workshops for the Prison Industry which are profit making ventures, and their operating costs are
separate liom Prisons departments.

AIr audit inspection of Nairobi Renrand l'rison, Industrial Arca, revealed that there are loose
power connections in the stafl'quarters posing risks to stalf and their families. Management has
not provided justification for these anomalics.

Submission by Accounting Officer

He admrts that the department paid a huge sum of money on electricity bills including a single
one paid on 27/11/2014 of Kshs. 167,499,749.00 which is included in the utilities supplies and
scrvices a totaling to Kshs.655, 069,700.00 paid during the year. It is also true that the
department clectricity bill covered canteens and u'orkshops for prison industries which are profit
making ventures. It is also true that some meter numbers do not clearly indicate the location or
description of the prcnrises.

Ile subrritlr'd that the huge payment of Kshs. 167,499,749.00 was an accumulation of
outstandinr :rrrears for a period of 3 months plus the bill for september 2014. The State
Departnlenl has instituted measures to separate bills to stand alonc, the State Department's

Repo on the l-:xantination oJthe
Year ended 3d^ June 20t 5
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elecficity bills for all prison stations have drastically reduced from Kshs. 39 million to between

l5 million and 19.million per month.

Committee Observation and Finding

The Committee observed that electricity meters should be located at specific locations on
particular buildings for easy identification and location

Committee Recommendation

The ministry should consider fixing prepaid electricity metres for all utilities in all prison

facilities around the country to regulate usage of power as and when necessary.

260.2 Water Examination of payment records pertaining to water bills revealed that a total of
Kshs.l65, 970,236.40 was paid to various water bodies across the country for water supplied to
Penal Institutions.

Although, some stations accrued high water bills, the Ministry had mitigated the water problems

by sinking boreholes to supplement the water supply as follows: -

Summary of Boreholes Drilled at the Stations 20l4ll5

Station Estimated cost

3.00(r.000.00

Cost Incurred

as at June 2015

Balance Water bills

paid in

2014n5

1,500,000.00 1,500,000.00 134,440.00

Nyahururu

prison

9,505.576.00 4,594,601 .00 4,910,975.00 2,381,511.00

Kajiado

prison

8,5 r2,209.00 1,710,043.00 6.701 ,060.00

Hola prison 9,527,704.00 4,749,8s5.00 4,777 ,849 .00 r 74,200.00

ReportontheExaninationofheReportoltheAuditorAenerulontheFirunclalStatement\fttrt',,itonalCwernnenrforthe
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Taveta

prison
10,382,328.00 8,169,285.00 2,213,043.00 2,051,760.00

In the circumstances, it is not possible to confirm that the Department has obtained value for
Kshs.25, 815,907.00 incurred in sinking ofthe boreholes to supplement water supply when water
bills are totaling Kshs. 12, 042,971.00.

Submission by Accounting Officer

He admitted that the department incuired water bills totaling to Ksh. 165,970,246.40 paid to
various water bodies across the country for water supplied to various penal institutions. The
constructions of boreholes were still ongoing at the time of audit and the full reduction of water
bills could not have been achieved untit they are completed. The sampled stations boreholes
were not complete hence the Kshs. 25, 815,907.00 against Kshs. 12, 042,971.00 are not
comparable until full install.rrion is done.

He submitted that after the boreholes are complete the water companies will onty charge the
sewerage charges. Ho\cvcr, Nyahururu and Hola boreholes have been completed and the
situation has improved.

Committee Observation and Finding

The Committec observcd that delayed completion of boreholes in penal institutions had led
to the departmcnt incurring huge bills on water.

Committee Recommendation

Th c Accounting officer must make surc the ongoing tlrilling of boreholes in penal
insli(utions is completed within six months after the adoption this report to avoid future
incurring huge bills in future.

261 . ()ver Pricing of Stores Resulting in Loss of Kshs.62, 512,859.00

As reporled in the previous year's audit report, during the year under review, the Kenya prisons

Service procured goods from suppliers at prices stipulatcd in the tender but a market survey donc
and a comparison with known market prices shows that the quoted prices were far rnuch highcr
and ab<rve the prevailing market prices resulting in an approximate loss of Kshs. 62,512,g59.00.
contrary to Sccrion 30 (3) of the Public Procurement and Disposal Act, 2005; and Scction sr l
(z) of Public Procurement and Disposal Rcgulations, 2006 which states that a procuring er;:
shall carry out ncriodic market survey to inform the placing of orders or adjudication by rlre

Total 10,927,817.00 25,815,907.00 ls,t il,910.00 12,042971.00
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relevant award Committee and Section l0(2) (e) of Public Procurement and Disposal

Regulations, 2006 which requires that a procuring entity should not pay in excess of the

prevailing market price.

Submission by Accounting Officer

IIe submitted that the committee when awarding the tender considered the uncertainty of prompt

payments. The prices are quoted by suppliers appear to be above market price due to the long

delays in settlement ol their bills which at times extends in terms of years resulting to large

pending bill problem. Also note that they supply on credit notes because the budget provisions

have never been enough to pay the Bills. The National Treasury has agreed to station based

budget to ensure that each station is able to commit only up to its allocation which is based on

average lockup.

Committee Observations

l. The Kenya Prisons Service may have lost Kshs.62,512,859.00 through overpricing of
goods by suppliers

2. The Service did not car4y out market survey in line with Section 30 (3) of the Public
Procurement and Disposal Act, 2005; and Section 8(3) (z) of Public Procurement
and Disposal Regulations, 2006 which states that a procuring entity shall carry out
periodic market surwey tr, inform the placing of orders or adjudication by tbe
relevant award Committee.

3. Lack of market survey lcd to contrayention of Regulation l0(2) (e) of Public

Procurement and Disposal Ilegu lations, 2006 which requires that a procuring entity
should not pay in excess of thc prevailing market price.

Committee Recom rncndation

The Ministerial'Ierrrler Committee acted in contravention ol'Rcgulation l0 (2) (e) of PPDA

2005; Section 8 (3) (2.), 30 (3), of the Public Procurement and Disposal Act 2005 and Section

198 (b) of the Public Finance Management Act 2012 and therefore, they must be

investigated by thc investigative agencies with a view to prosccution for causing loss of
Kshs.62, 512,859.00 by tht Kenya Prison Service.

262. Pending Bills

Records maintained at various GK Prisons indicated that bitls totaling Kshs.2,143,639,500.00

relating to 201412015 and earlier years were not settled during the financial year, but were

instead carried forward to 201512016 financial year. A comparison of pending bills from four

stations revealcd variations with balances reflected in the financial statements as indicated:

aReport on rhe Exantnarioh olthe Report oJthe AudrtoF3eneml on lhe Financial Statenentsfot the Nat ional Goverrrrnent lot the
Yeat ended 3dr Jutu 20 I 5

I
I



STATION AMOUNT AS PER

FINANCIAL

STATEMENTS
(KSHS)

AMOUNT
REPORTED

FROM
STATION

(KSHs)

THE

Eldoret

Prison

Main 21,901,775.00 113,881,199.00 91,979,424.00

Kitale Main Prison 1 ,657 ,7 40.00 22,544,880.00 20,887,140.00

KitaleAnnexe
Prison

1,638,700.00 8,362,234.70 6,723,534.70

Ngeria Prison 3,0ss,433.00 14,925,162.00 11,869,729.00

From (he above analysis the correctncs. l'the pending bills amounting to Kshs.2,143,639,500
disclosed in the financial statements c.ruld not be ascertained.

Had the bills been paid and expenditure charged to the accounts for 2014/2015, the statement of
receipts and payments would have recorded a net deficit of Kshs.2,143,573,263.40 insread of the
Kshs.66.123,600 net suplus now shot'n. Failure to settle bills in the year to which they relate
advcrsely affects the subsequent years' provision to which they have to be charged.

Submission by Accounting Officer

He rrJrnitted that the Department had pending bills of Kshs. 2,143,639,500.00 for financial year
20111015 and earlier years and were to be paid in financial year 201512016. The bills were
carricd forward due to inadequacy of the budgetary provisions. These relates to lood and ration,
wood fuel and refined fuel and lubricants which are necessary to feed the inmatcs and transport
them to courts.

He submitted that the differences in the pending bitls totals from four stations namely; Eldoret
Main. Kitale Main, Kitale Annex and Ngeria and the toral pending bills held at the Ministry
Headquarters was brought about by misinterpretations of pending bills betwecn the stations and
Headquarlcrs on which categories of payment bills were to be forwarded for payment. Field
stations understood pending bills to mean all bills accruing from various areas of operations
including utility, food and ration. wood fuel, luel and lubricants, motor-vehicle maintenance,

Repo on the Eummation oJth. Repo oI the Audito.Generulon the Financial Statenenlslot the Natioit A*rrn."rrt
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transport costs while Headquarters meant bills related to utilities, food and ration and wood fuel.
This therefore explains the discrepancies betweerr the two set ofpending bills.

He admitted that the pending bills been clealed during the FY 2014/15 the statements ofreceipts
and payments would have recorded a net deficit of Kshs. 2,143,573,264.40 instead of the net

surplus of Kshs. 66,123,600 .00 shown in the statement of receipts and payments. ln this regard,

the pending bills could not have been charged to 201412015 financial year due to lack of
budgetary provisions in the relevant items. However, the State Department has a historical

budget deficit thal has led to an accumulation ofthe pending bills over the years while there is no

possible controI of the number of inmates per year.

Committee Observation

The Service acted in contravention of the regulations which require that any pending bill
should be paid as a first charge in the subsequent financial year

Committee Recommendation

The Accounting Oflicer must ensure the pending bills worth of Kshs.2,143,639,500.00are

paid as a first charge in the succeeding financial year.

263. Inaccuracies of Accounts

The net assets balance of Kshs.l, 585,070,000 differs with the net financial position figure of
Kshs.66, 123,600 by unexplained and unreconciled figure of Kshs.l, 518,946,700.

264. Suspense Account Balances - Kshs.2, 479,883,300.00

The trial balance reflects a Kshs.2, 479,883,300.00 general and district suspense accounts

balance, which has not been incorporated in these financial statements. This amount has not

been supported with an analysis and documentation.

265. Bank Balances

The stalement of financial position reflects a bank balance of Kshs. 18,467,420,200 which differs
with thc cashboffu's total bank balance ol' Kshs.l 1 ,300,359.75 by unexplained and unreconciled
difference of Ksr:s.18,456,119,840.25 as indicated :

Typ" Financial Statcments Cashbook/Boartl of
Survcv

1,67(,.{ 8.10

37,0-i.) IJ5.00

il ,261,3 1 2.90

llank Statement

Developnrent 550,127,100.00 32,918,475.35

Recurrcnt t7,920,732,900.00 32,819,4'.7s.3s

Deposits 3,439,800.00 11,263,312.90

RePoonlheExa,ninauMoJtheRepooJlheAudilorGenerulontheFinon,iotStot"."n@
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'Iirtal Itt,47.{,299.80 I 1,300,359.75 .18,803,835.60

266. Cash Balancrs

The statement of finlr. ial position reflects a cash balance of Kshs.8, 540,500 which differs with
the cashbook's total .ash balance of Kshs.4, 090,450.45 by unexplained and umeconciled
difference of Kshs.4, 450,049.55.

267. Deposit and Retentions
'fhe statement of assets reflects a balance of Kshs.l9, 787,545,800.00 in respect of deposits and
retentions which differs with the trial balance amount of Kshs.490, 893,600.00 by unsupported,
unexplained and unreconciled difference of Kshs. 19, 296, 652, 2OO.0O.

Committee Observations and Findings for Paragraphs 263 to paragraph 267

It was resolved that the Accounting Oflicer liaises with treasury and acquires the access
code for the IFIMIS for the Financiat Year 2014/15 and report to the committee in 60 days
from the day of this meeting. This report had reached the committee at the time adopting
this report.

PRISONS FARM REVOLVING FUND

Basis for Adverse Opinion

268. Debtors

'fhc statement of financial position as at 30 June 2015 reflects a debtors balance of
Kshs.189.490.028.00 which has been explained as debts for food ration supplied to the
Commissirrner Gencral of Prisons. No roasons have been given by the Commissioncr General for
failure to collcct the huge outstanding debt.

Committee Obscrvations

Thc Commitlee markcd the matter as resolved.

269. Suspense Account

]'he financial statemenls reflect a Kshs.15,639,561 .44 as Suspense Account figure brought
lorward from the previous year which has not been supported with documentation and analysis.
Consequently, the accuracy, validity and completeness of the Kshs.15,639,s61.44 could not be
conlirmed.

270. PMG Balance

The Fund did not prepare monthly bank reconciliation statements for the year under review
hcnce it rvas not possible to ascertain whether all bank transactions and bank balances were lairly
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stated. Further, the Kshs.51,697,291 .80 PMG balance was not supported with a bank certificate.

Consequently, it is not possible to confirm the accuracy ofthe cash and bank balances.

Other Matters

271. Internal Control

The Fund has a weak intemal control system in place and irregularities or erors may have

occurred which could not have been detected. My opinion is not qualified in respect of this

matter.

PRISONS INDUSTRIES REVOLVING FUND

Basis for Disclaimer of Opinion

272. Debtors

Included in the statement for financial position debtors' figure of Kshs.44,448,964.08 as at 30

June 2015 are loans amounting to Kshs.5,819,720.75 due from the former Permanent Secretary

Ministry of Home Affairs, District Commissioners, Officer Commanding Police Divisions,

Commissioner of Police, National Youth Service, Military officers, Embu District Hospilal and

Commissioner of Prisons. Also included are old debts of Kshs.451,221.50 relating to old debts

owed by private individuals some of whom have since passed on and Kshs.5,819,720.00 from
govemment institutions with some dating back to the late nineties.

It was not clear how senior govemment officers were given goods on credit without valid
contracrs. It has not been possible to confirm if the Fund will be able to recover the amounts

advan' cd. Any provision that would have been necessary in r, lation to this uncertainty has not

been incorporated in these financial statements.

273. S uspcnse Account

There was no docurnentary evidence availed to support the (shs.3,966,131.10 Suspense Account
(2013 l?014 Kshs.23,965,571.08) which is explained under note l0 to the financial statemcnts as

balancing figures where accourrls were not in agreement.

274. Creditors Account

The financial statements reflcct Kshs.6l,l37,546.00 against creditors which increased frorrr the

opening balance of Kshs.5l,2l'). (,25.00 by Kshs.9,907,921 .00. No explanation has been given

for failure to pay creditors dcspite the fund reflecting huge baak balances.

Committee Observaton and Finding

The committee abstained from considering matters under thc foregoing paragraphs whch
are prcsently under the jurisdiction of Special Funds Commitltc pursuant to Standing
Order 205 (a).
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2'15. PMG Balance

The comprehensive statement of financial position as at 30 June 2015, reflects a pMG balance of
Kshs.151,321,358.13 which differs with the board of survey report balance of
Kshs.57,823,442.30 by an unexplained difference of Kshs.93,497,915.83. In addition, the bank
certificate in support ofthe balance rrrs not availed for audit review.

The Fund did not prepare monthly bank reconciliation statements for the whole year and hence,
it was not possible to ascertain whether all bank transactions and PMG balances during the year
under review were fairly stated.

Submission from the Accounting Officers

It was true that the comprehensive Statement of Financial position as at 30th June,2015 reflects
a PMG balance of Kshs.l5l,32l,358.l3 which differs with the Board of Survey balance of
Kshs.57,823,442.30 by an unexplained difference of Kshs.93,497,9 I 5.g3.

He also stated that Farm and Industry Revolving funds operated one Bank account in Central
Bank which was operated through IFMIS. The certificate required was shown in the
Headquarter Financial Statements.

The certificate of Prison Industry Fund Account balance reflected in Headquarters hadKshs.2l,
377,575.20. The PMG account had balances brought forward from previous years which had not
yet been liquidated and were being followed up as explained in paragraph 257 above.

Committee Observation and finding

The Committee marked the matter was resolved after consideration of the submission from
the Accounting Officer

276. Internal Control and Ilooks ofAccount
.l hc lfund has a weak intemal control system in place and inegularities or errors may have
occtrrred which could not have becn detected and conected. The Fund also has been operating
during the year without maintaining proper books ofaccount as required by the Public Audit Act,
2(l()1. This made it impossiblc ro establish and verifu the sums of ,roney received and
cxpenditure incurred on account of'the funds and the assets and liabilitics of the fund for the
period ended 30 June 2015.

Subm issions from thc Accounting Officer

It was true that Industr] Revolving Fund may have weak intemal Control Systems in operations.
l he State Department has enhanced the operations by puuing in place two clirectorates in charge
of the both Farm and Industrics fund. The State Department was also in the process of
scparating the Prison Industry and Farm Bank accounts at the Central Bank to enhance cash
nrovement controls.



Committce Observation and finding

The Committec marked the matter was resolved aftcr considcration of the submission from
the Accounting Officer

277. Non-maintcnancc of Fixed Assets Rcgister

The statement of financial position as a1 30 June 2015 reflects a fixed assets balance of
Kshs.94,625,147 .29 which includes machinery worth Kshs.73,559,400.12 and
Kshs.2,926,440.00 of scrap machinery, most ol which have since become obsolete. -fl.re

management of the Fund did not maintain a fixed assets register. Consequently, it was not
possible to confirm whether all fixed assels as reported in the statement of financial position
physica[1y existed or were correctly valued.

Submissions by the Accounting Officcr

It was true that the Slatelment of financial position reflected a fixed assets balance ol
Kshs.94,625,147.29 which includes machinery worth Kshs 73,559,400.12 and Kshs
2,926,440.00 of obsolete scrap machinery.

The fund management is carlying out technical re-evaluation of its fixed assets. So far,61 out of
93 stations have submitted their assels data worth Kshs.34,778,53 8.00 which forms part of the
assets register. The remainder olthirty two stalions are in the process of compiling.

The value of the plisor.r motor vehicles was summarized. 'l'he Fixed Asset Register was availed
to the Committee for audit verification.

Committee Observation and finding

The Committee marked the mattcr was resolved aftcr consideration of the submission from
the Accounting 0fficcr

REVENUE STATEMEN'I' . STATE DEPARI'MENT FOIT COORDINA'I'ION OF
NATIONAL GOVERNME,N'T

Basis for Advcrsc Opinion

278. Late Submission of Statcment ofRevenuc

The Statement of Revenue of thc State Departn,ent lbr Coordination of National Government lbr
the year ended 30 June 2015 was submitted for audit one and a half (11/2) months late on 19

November 201 5 contrary to Section 4 @) of the Public Audit Act, 2003 which required the
department to prepare and submit the revcnue statement for audit by 30 SeptembeL 2015.

Submission by the Accounting Officer

It was true that the stale Department submitted the statemenl of Revenue on l9th Novernber
2015 instead of 3Oth September 2015. Tliis was occasioned by the difficulties encountered in that
prior to opening the revenue account with the Central bank; clier.rts ofbetting control had banked
in the bank account ol the lbrmer Ministry of I'Iorne af'fairs acr:ount number at Kenya

Ye(r cndecl3dh June 20 l5
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cornnrercial Bank account No I I 19438373 with an amount of Kshs, 38,976,401.00. Signatories'
to tlle bank account had retired and by then the Ministry of Flome Affairs had been rnerged with
the office of the President to fbrm the Ministry of interior and Coordination of National
Govenlnrent thereby making it difficult to obtain Bank Statements for this account.

Additionally, an amount ol Kshs.44,009,626.00 was deposited r-rnder Minislry of lnterior and

coordination of National Government at Kenya commcrcial Bank account No. 1119759730.
Bank statcments have been extractcd by the State Deparlment for Correctiorral Services from the
State Department for Interior who were signatories to the account.

on I 7th July 201 4, the central Bank of Kenya opencd a bank account in the name of the State
Depaftmenl lbr Coordination of National Government account No 1000209591 where Kshs.l05.
364,564.00 was banked. It was worth noting that the instructions on the operating ofthe revenue
account were that the state Depaltment could deposil and the amount swept the same day as per
Cerrtral bank ref: CBK/BD/KIIA/I,MG-ACC/20114 dated lSth July 2014 (Appendix XIII).

Committce Obscrvations and findings

The Committee marked the matter as rcolvcd.

279. Cash and Cash Equivalents

The statement ol revenue rellects an amourl of Kshs.l88, 350,568.00 that has not been
transferred or surrcudered to thc exchequer. lnformation available indicatcs that this amount as

at 30 June 2015 was held in three bank accounts as detailed:

llanh Accounling No. Amount in Kshs.

Kenya Commercial Bank I119438373 38.976.401.00

Kenl'a C.mtnercial llank t 1197 59730 44,009,626.00

Clentral Ilarrk of Kcr.rya 1000209593 10s.364.540.00

'l'otal
I It8,350,5(rtt.00

Thc departlnent has tiot availed docurlentaty evidence in form of bank certificatcs, bank
statenlellls and bank rcconciliation staterrellts to support thc above balance. Under the
circutnstance, acc!-lracy of the revenuc statemcnt of the Statc Dcpartment fol Coordination of
National Govcrnrrctrt could not be confirrned.

Submission by the Accounting Officcr

Year cntled 3lt' .lunc 2015



lt was true that the state Depanmcnt was not able to submil bank Certificates, bank statements

and bank reconciliation stalements.

In this regard, we wish to state that revenue was bcing banked in three Bank accounts in
201412015 as mentioned in paragraph 278 due to merging ol'the Ministry of Home Affairs to

Ministry of Interior and Coordinalion of National Government. llowever, the State Department

has written to the National I'reasury to facilitate access to the CBK 2014/ 2015 bank statements

vide Ref No. SDC/FIN/61IIVOL.Y145) dated l8th May 2018 (Appendix XIV). 'Ihe State

Department will submit the documents once the National 'freasury is {'acilitated by the Ccntral
Bank of Kenya.

With the change ol mode of operation wherc it is only the Central Bank that is mandatcd to

collect the revenue, the task of operations has improved unlike the case where Commercial

Banks were involved.

l-he State Depaftment has also wrilten to Kenya Commcrcial llank Vide I{el' No.

SDC/FIN/6/l/VOL.V (46) dated l8th May, 2018 for f'acilitation with the bank statements lbr
accounts nos. I I1943t1373 which belonged to the Office of the Vice-l'resider.rt and Ministry of'

Home Affairs and I I 19759730 Ibr the Ministry of' Interior and Coordination of National
Government. The two statcmcnts were availed to the Committee lbr ve rification

Committcc Obsorvation and finding

'I'he C'ommittce marked thc matler as rcsolvcd.

280. Books of Account

The Department has a weak intcrnal oontrol system in place and irregularities or errors may have

occurred which could not have bcen detected and corrected. In particular, the department did not

maintain Cash Book, ledgers or preparc 'lrial Balances to suppo( the Revenue Statement.

Consequently, the accuracy ofthe revenue statement could not be oontirmed.

Submission by tho Accounting Officcr

It was true that the Departrnenl has a weak internal control system in thc revenue collection in

terms of maintenance ofcash books, lcdgcrs and preparation oftrial balanr:es to support Revenue

statement.

I-le further stated that the Department did not and had not bcen given a l}.rdget item to oollect

Revenue and noting the nct elfect on ltevenue received was the same amount swapped the same

day to exchequer Account this rcsulted to total omission ol the maintenance of the respective

books. The department had rccorded the collections in the Duplicate Cash book which was not

availed to the Auditors at the time of Audit. Books were submitted to the Committee lbr
verification.

Committce Observations and findings

The Committee marked thc matter as rcsolvcd.

Reporl on the Exanination of the Rep of rle / ditot-(;!:nerol on the Finoncial Stotenents lor tlte Nntionol Ao|otn &nt lot tlp
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23.0. MINIS'I'RY OI.' DI'VOI,UI'I ON AN D PLANNI N(i
23.I. S1'ATI' DI'PAR'TMENT OF PLANNING

T'INANCIAI, STAI'IIMI1N'I'S F'OR VOTE I35

l)r. ,lulius Muia, thc Accounting officcr State De partmcnt of planning accompanied by the
Ilon. safina Krvekwe 1'sung; Princila Secrctary statc Dcpartment of (icnclcr, Mr. philip
Ndiritu; senior Accountant, Mr. osiri Nyakunrli; chicf liinancc officer, Mr. Eric Mbeya;
l)eputy l)irector, Mr. C. T Muchiri; Dircctor Administration, Ms. priscila Njuguna;
Accountant' Mr. Munclim M.; Economist planning anrl Mr, Peter G. Karozi; Senior
Accountant appcared bcforc thc committcc on l2'l' .lunc, 201g, to adduce evidcnce on the
audited Financial Statements of Vote 135 the Statc Dcpartmcnt of planning for the
Financial Year 201412015. Minutcs of thc Committcc's sittings and the submissions tablcd
by thc Accounting Officcr arc anncxctl to this rcport.

281. Prior Year [Jnrcsolvcd Audit Issucs

281.1 Comparativc Figurcs fior 201212013

As rcporlcd in the prcvious ),ear. thc Ministry has still not providcd sumnlary by item to support
the conlparative figures lbr the previous years. Irurther, the Minisrry has not resolved all issues
that werc raiscd in thc plcvious Auditor-General's rcpolt lor thc financial year cnding 30 Jule
2014 as indicated below.

281.2 Variances botwccn Actual and lludgct Figurcs

lJndcr hcad 103005300 Plartning and Devclopnrent Ileatlquartels. the Ministry spent Kshs.
1 .964.426.798.00 as transler to other Govcrnment lJnits which hatl not becn budgetecl for. 'l'he

Ministry. thcrefbre. did not adhcrc to tlrc budgctarv provisions and no explanations and
ntitigating mcasurcs rverc providcd.

Submission by thc Accounting Officcr
'l-he accounting olficcr admitted that ir was truc that under Hcad 103005100 planning and
I)evclopnrent Hcadquartcrs. thc Ministrl' spenr Kshs. I ,964.426,798.00. l his rvas howcver nor a
transl'cr but cxpctrditttre incurred under thc Ministly'of I)cvolution and I)lanning in relatiol.l to
tJlban Dcvelopntcnt I)cpaft n1cnt.

'I'he budgctary allocation lbl thc tJrban l)cvclopnrcnt I)cparlr.ucnt lbrmally undcr t6c Ministry ol
Local (iovcrnnrcltt was urrdcr the Ministry ol'[)cvolutron atitl Planning budgct. WScn the.
Iixectttivc Orcler No. 2 ol 2013 on thc Olganizzltion of'rlie (iovcrnurcnt was en4orsccl. IJrban
l)evclopntcnt Dcparlnrcnt was transl'crrcd to thc Ministr),o1'Lancls ancl Urban I)cycloprlcnt.
Oonscqucntll', irr FY 2013/14 supplcnrentarv estinratc. thc allocation to Urbati De\,clopntcnr
Departnlcnt was rct]toved lronr Ministry o{'Dcvolution and Planning buclgcl to Ministry ol'Lalds
and [.lrban f)cvelopnrcnt.

N 1 olthe .l ditorl;!, )ral on the F\knchl Stotc ,en,f hr the .\ottonal(;orcrn,ne, [or theItcNt! ott tlll, I:tu i attott ofttu Rc
\!$ nlcd 3d' h h )015
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I lowever, when supplcmentary budget was approved by Parliamcnt half of the allooation for the

Urban Development that was acccssible by the Ministry had alrcady been spenl. Consequently,

the expenditure of 1,964,426,798.00 was left hanging in thc ministry's books without a
corresponding budget amount. Attached is vote book, showing original budgel and vote book

showing supplementary budget

Committee Observation and Finding

Thc Committcc obscrved that the rcalignment and rc-organization of government has

always been a caus€ of several fund transfcrs to othcr govornment departmnts causing

delay in delivery of service or payment of services dclivercd.

Committee Recommendation

Thc Executive Officc of the Prcsidcnt must put in placc measures for seamlcss transition
when restructuring government departmcnts.

281.3 Incompletc Construction Projoct

The Ministry awarded a tender for the construction of proposed llats at National Youth Service

(NYS) Vocational Training Institute-industrial area at an estimaled cost of Kshs.49, 105,721.10.
'l-he contract between the Ministry and thc contraclor was signed or 22nd February 2013 and

was estimated to take 52 weeks from tlth April 2013 to 07 April 2014. The contractor was paid

certificate No. I for Kshs. 7,1 11,432.26. I'>hysical verification carried out on 17 February 2015

showed that the work was abandoned at foundation level. Information on site meetings or other

management meetings were not provided for audit. 'I'his projcct therefore appears to have

stalled.

Submission by the Accounting Officcr

The accounting officer admitted that it was true that the contract was awarded by Ministerial
'fender Committee (MTC) on lSth January,20l3 vide Minutc No. 81812012/2013. '[he contract

was signed on 22nd Irebruary 2013 betwccn the Principal Sccrctary Ministry ol Youth Affairs

and Sports and the contractor at a sum of Kshs. 49,105,721.10.

A site meeting was held on 20th septcmbcr 2013 altended by thc Project Manager. NYS officers

and the contractor. During the site mccting it was noted thal the contractor had completed

ibundation trenching and infitling at 100% and foundation walling and hardcore filling and

ground slab casting. The general cornplction rate was put al l4Yo of the works and it was

certified that thc contractor thus bc paicl Kshs. 7,111,432.26 under the minlrtc itcm l:100 of the

said meeting.

The Contractor abandoned the works and the contract was terminated vide letter Ref. No. No.

MDPII/3/41 dated 8/l l/2013 to pavc way for re-advertisement for a new contractor.

National Youth Service re-advertiscd lbr the construction on 8th April 2016. llowever, the

tendering amounts were beyond the budget ancl hence no contract was entered into.'fhe Ministry

Iear erulccl 3dr Jme 2015



wrote to Mi,istry of rranspo(, [ lousing and ljrban l)evelopment vide l(efl No.
NYS/PROJ/Bi l/219(16) of 23rd August 2017 and a rcmindcr llcf. No. NYS/PROJ/8/l/2/9 (18) of
l Sth December 2017 lor validation of estimate ol project cost (A copy of a letter to Ministry of
Transpofi, Housing and Urba, Developmenr Rcf. No. Nys/pRoJ/g/l /2lg (16) dated 23rd
August 2017 frorn Ministry of Public Scrvice, youth ar.rd Gcnder Affairs is attached).

The NYS is committed to cornplcting the projecr ir, financial year 2Ol8l20l9 and will re-
advertise for the construction, having got validation from tl.re Ministry of rransporr,
Infrastructure. Housing and Urban Dcveloprner.rt. State l)epartnrenr of public Works vide their
letter Ref. No. GQS/D103/GEN/voL.u67 of 9th .tanuary 2018 for Kshs.61,936,303.80. The
increase fiom thc original contract sum of Kshs.49,105,92 I . l0 was attributed to revised Biu of
Quantities for works that were not included in the initial documcntation.

Committcc Obse rvation

l. That thc projcct rvas abandonetl at lhc fountlation lcvcl;

2. 14"/" of thc total cost had alrcatly, bccn paid to thc contractor;

3. Project cost had increascd by 260/o from Kshs.49,105,921.10 to Kshs.61,936,303.g0

4. The Committec was conccrncd that thc project may incrcase even furthcr and that
thc Govcrnmcnt may spcnd morc money at thc cxpensc of the taxpayer

Committec Rccommcndation

The National Construction Authority shoultl dcvelop meAsurcs to ensure a Contractor once
entered into contract cannot abandon it bcfore complction of works.

281.4 Unconfirmcd Transfcr to othcr Govcrnment Intitics
'['he financial statcmcnts of the Ministry reflects recurrcnt and dcvelopn.rent conlbined transfer to
otller Governmcnt cntities of Kshs.2,tt71,368,369.00 which was not budgeted for. -fhis 

amount
includes Kshs. 2, I 5 | .01 0,210 reflectcd in the finarrcial stalenrcrlts as transfer to Ministry of
Lands, Housing and Urban Developmcnt which has not becn supported. conscquently, the
accuracy of figurc could not be confirmcd.

Submission by thc Accounting Officcr
'l he Accounting officct subrnittcd that it was true tlrc Ilnancral statements of thc Minisrry r.eflect
Iccurrent and dcvclopnlcnt colnbincd translcr to othcr Govcrnrncnl cntitics of Kshs.
2.871,368.3(19.00. Kshs. 2,151,010.210 rcflected in the llnancial statenrcnrs as transfer to
Ministry of Lands, Ilousing arrd Urban [)cvelopnrerrt rvas lor cxpenditure incurred by the
Ministry of Dcvolr-rtion and planning lbr both developnrcnt and recurrent votc in relation to the
dcpartment of urbatr dcvclopmcrrt bcfolc the ir budgct ol'Kshs. 4,841,107,996.00 was transfb ed
to tlre Ministry ol' l-ands uuder thc supplcnrentary cstiuratc I ol' 2013114 as pcr thc cxecutive
ordel no. 2 ol 2013.

luthhr.Guftral on the l. tondol Sk (n,ants lot thc .\'ationol (hlct.nDrc t lot tlte
Rcpo on the Ero,nitdtion oI tlte Rc\nl o[tl]e
ltIr ended 3t* .hnc 2015
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Committoe Obscrvation and l'inding

'I'hc Committee markcd the matter as resolved.

282. Variance in Disburscments to Scmi-Autr)nomous Govcrnmcnt Agcncies (SAGAS)

lncluded in the statement of receipts and paynrents Kshs. 36,779,590.(r39 translers to other

Covernment Entities' figure are differences between the amounts disbursed by the Ministry and

the amounts reccived during thc year under review by various SAGAS as indicated belowi

'l otal

Ovcr llcccivcd (Kshs)

NGO Coordination
Board

r36,487,500.00 (4I,99r.000.00)

(r 8,340.000.00)Womcn

fund
Ilntcrprisc 130,572,s00.00

'l otaI 353,41 5,,17tt.00

178,47U,500.00

l 6{t,912.500.00

6{(},020.21 9.00 (80,331 ,000.00)

tcu L1'Ltcd llt' Jun( :0t 5

Under received l,)nlity Amount dis bu rscd

(kshs)

Amounts rcceivctl
by linlity (kshs)

28,981,486.20

U nrlcr (Kshs)

9.795,893.00

76.1)26.772.00

Anti FGM Board 3 8,783,3 80.00

National Youth Council 31,311.420.00 14.792.895.00

Nl:PAl)
Sccretaliat

Kcnya 297.()82.173.00

I)rcsidcnl's award

scheme

19,829,000.00 0 t9.829,000.00

Uwezo Fund 390.000,000.00 342,s00,000.00 47,500,000.00

Youth Enterprise Fund 329,824,800.00

I ,1 0(r,1136,773.(X)

233.538,800.00 9(r.2 86,000.00

2(r6,ti(r2,190.00839,974,582.2ll

220,155,401 .00



'fhe accounting ofllcer has not provided justifications for these irregularities. Consequently, it
was not possible to confirrn the accuracy or validity ol the Kshs. 36,779,590,636 payments to
Governntent entities as rcflected in these financial statements.

Submission by the Accounting Officer

Anti - FGM Board
'fhc Accounting officcr submitted that the approved budget in the Z0l4l20l5 finar.rcial year was
Kshs. 42,000,000.00. Ar the beginning ofthe Iry 2ol4l2ol5,the Anti FcM Board did nor have
a Batik Account and the boards expenditure arnounting to Kshs 9,795.893 was incurred at thc
Ministry Headquarlcrs.
-lhe 

Account was operational in the second quarler of the ?Y 2014/2015 and a total of Kshs.
28,987.486.20 was disburscd to the Anti-FGM. Authority to open bank account lrom National
Treasury,

National Youth Council

That the NYC had an approved budget of Kshs. 34,200,000.00. Thc Agency received Kshs
14.792,895, the balance of Kshs 16,524,52s was spent at the Ministry headquarters since thc
National Youth Council did not have a bank account at the beginnrng of the financial year. The
authority letter for opening bank account,

NEPAD Kenya Sccreta riat

NEPAD Secretariat had an approved budgct ol' Kshs. 105.165,000 on the llecurrent Vote in the
Financial Y ear 2014115 as the current grant. Given tlre rcsourcc constraints the ministry hacl
idcntified four key priority a.eas. Amo.g them was Transf.orming public service delivery
through Huduma C'cnlrcs. Rationalization programmc and the governance indices monitoring.
Consequently, thc Ministry got an addition Kshs.200 nrillion under the dcvelopment vote to
develop governance Indices thcse funds were captured under thc Macro and international budge(
head.

These funds were nlcant lbr tracking, nronitoring and rcporting on indicators including but not
limited to doitrg busincss, corrLlption perccptiou that has inrpact on pcrformance ranking ol'thc
country, review a govcrnance sclf-assess nie nt tool lbr ApltM, I{cvicw public Benefits
Organirrization Act and cngagcurent of 6 consultants to providc consulting services to thc
Ministry on Goveruatrcc lndiccs. All thesc activitics rvcre done by the Ministry in collaboration
with the SAGAs affiliatcd to rhc Ministry.

Ilrcsident's Award Schcmc
'l'hc accounting olllccr adnritted that it was truc that the auditor r.cported that the rninistry
disburscd kshs.l9, tt29,000 artcl got no tecord of what lhe schemc reccivod. 'l'he managemcnt has
attached a confirmatiou lcttcr fi'om the sclremc. [l's inrpol'tant to notc that the scheme is not sell-
reporting atrd disbulscnrcrlts arc through thc rninistry whcre it is clomicilcd. This amount could

lorGcnoal on lhe l.iru cul Statc,netts [or the .\'rtrronolCoternnenr/or riRetnfl on thc EtantnatrcD olth( t ?ort olthe .t d!
t cu dcd Jd' June )0t 5



not be verified from the SAGA as it was domioiled as a unit in the ministry of education and

hence there was no financial statement to confirm the receipt of disbursements. Attached fine the

confirmation letter from the CEO.

Uwezo Fund

The Uwezo lund had an approved budget of Kshs. 190,000,000 in the recurrent vote and Kshs.

200,000,000 in tl.re Development vote totaling to Kshs. 390,000,000. 'fhe board only received
Kshs. 342,500,000 leaving a balance of Kshs. 47,500,000. This amounl had inadvertently been

disbursed to YIIDF (You1h [ntcrprise l)evelopment [rund). The samc was recovered liom the

disburscment to YEDI and disbursed to lJwezo fund in thc subsequent trY 2015i20]6 as

cxplained in response for query number I 12.

Analysis ofdisbursement to Uwezo Fund is as under.

I)ate

20t8/2()14 100,000,000.00

2018/2014 47.500,000.00

271U2015 47.500.000.00

2711/2015 50,000.000.00

27t1/2015 50.000.000.00

27t1t20t5 47.s00.000.00

'l'otal 342,500,(X)0.00

A nroun t (Ksh.)

27lt/2015 31.47s.000.00

Ilepottontttc!ixaltultttlonqrhcRcpotlld1C1rulitor1)tncrotontlrcl,.,n,nu,t:,,,,".@T

l)atc Arnount (Ksh.)

27/1/2015 s6.000,000.00

Youth lintcrprisc Devclopmcnt Fund (YEl)l')

Analysis of rlisbursenrent to thc SAGA is as lirllorvs:



t2/81)ot4 r r2.244.400.00

:i5.4 t 1.000.00

47.500.000.00

t 4/412015 56.244.400.00

33ti,87t,800.00

1414t2015

3/1112014

'l-otal

'['he State deparlment and the SAGA agreed ou this amount.

Afler reconciliation with the YIJDF. thc SAGA confirmed tlrat thc rcceipt ol ksh.233. 538,800
was lbr recurrent operations only. 'l'he development amount of kshs. 105,336,000.00 was
reponcd in the financial statcntents as capital grants anortized.

NGO Coordination Board

In 2014/2015 financial year thc NGO coordination board had a budgetary allocation of Kshs
150.525,000 for both developmcnt and recurrcnt. comc supplementary the budget was reduced
to Kshs 145,83 I ,875. 'l he Ministly ol' I)evolution and l)lanning disburscd Kshs. 136,4g7,500.00.
The difference was a spillovcr ll'om the financial year 201312014 tha( was disbursed in July at
the closure ollhe firtancial year. Tlris disburscment was repofted as a rcceipt for FY 2014115
whereas it related to receipt 1'or I;Y 20 I 3/ I 4

Analysis of disburserrrcnt is as lollows;

l)atc Amounl (Ksh.)

21t10t2Q14 27 .7 87 .500 .00

16t8t2014 2.(rti7.500.00

17 t12t2014 t0.000.000.00

t4t4t2015 2 7.7lt 7.500.00

8/l/20 r 5 I7.7li 7..j 00.00

t5l8l2o14 27.750.000.00

8/lr/2015 12.(rti7.500.00

a8e

I l

I



'I'otal 136,487,500.00

The excess amount of ksh.4l,991,000 was internally generated revenuc(A.l.A).confirmed by
extract ofaudited financial statement from the board

Women Enterprise Fund

It was true that ksh.168,912,500 was disbursed to the flnd.

Analysis of disbursement is as follows:

l)ate Amount (Ksh.)

20/8/2014 3,805,500.00

20t8t20t4 38,450,000.00

2t2t20t5 3,805,500.00

t6l4l20t5 38,4s0,000.00

qilt2ots 3,805,000.00

212120t5 38,4s0,000.00

38,450,000.00

20/4t20ts 3,696,000.00

'lbt.rl I 6ti,912,500.0()

l-he State department would Iikc to confirm that this amount has been rcconciled bctween the

State de partment and the SAGA.

Committec Obscrvations and findings

Thc Committec markcd thc mattor as resolvcd.

283, Un Surrendered Imprcst

l-he financial statcments as at 30 June 2015 and as disclosed under note 16 reflects un-

surrendered imprests totaling Kshs. 6,419,671. Somc ollhc imprests have been outstanding lor
over six months and sorne ernployees were issucd with more than onc imprest prior to

surrendering the pleviously issued imprests contrary to l)ublic Financial Management Act and

Ya r endatl 3dL J ne 2015
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prevailing financial regulations. The Accounting Olficer has not providcd justification for this
irrcgularity.

Submission by the Accounting Officer

t hc imprest was surrendcrcd.

Committee Observations

'I'hc Committee markcd thc matter as rcsolvcd

284, Cash and Cash Equivalent

As reflected under notc l4 to the accounts, the deposit bank reconciliation slatement reflects a

cash book bank balance ofKshs. 173.241 ,962 and receipts in bank statements not in cash book
amounting kshs. 7 ,46'1 ,7 57. AIso thc recurrent bank reconciliation statcment reflects amounts
totaling Kshs. 93,951.40 as receipts in the bank statements not in the cash book. Similarly, the
development stateirents rcflect receipts in bank of Kshs. 5,596,290 not in cash book and
paymerlts of Kshs. 10,254,055.50 in bank uot in cash book. In conscquence, all the above
amounts have been excluded fron.r thc financial statements bank balances and the cash
transactions. Under the circunrstances, the accuracy of thc Kshs. lgl,ggg,223 bank balance as
rcflccted in tlte stateme nts of firrancial position could nol be confirrned.

Submission by thc Accounting C)fficer
-l'lic 

accounting officer admitted that it r.r,as true that as reflected under note l4 to the accounls,
thc dcposit bank reconciliation statement reflects a cash book bank balance of Kshs. 173.24'1,962
and rcccipts in bank statetnents uot in cash book amounting Ks}ts.7,467.757. AIso, the recurrenl
bank reconciliation slatcmcnt rcflects amounts totalirrg Kshs. 93,951.40 as rcceipts in the bank
statoments not in the cash book. Similarly. the dcvelopment statenlents rcflcct receipts in bank
of Kshs. 5,596,290 no( in cash book and payurcnts olKshs. 10,254,055.50 in bank not in cash
book. I{owever, thc three cash books rverc rcconciled and the cash book balances and bank
balanccs agreed.

Committee Observations

'l'hc Committee marked thc mattcr as rcsolvcd,

2t15. Acquisilion of Asscts
'I'he Kshs. 11,408.248.185 cxlrcnditurc on ac<luisition of asscts and as detailed under note l3 to
tlrc accounls has trol been supportcd with information and documcnl.ary cvidetrce including
procurement tender documcnls. Ihe Dcpartn.rcnl explained that thc docunelts were with
investigating agencies dealing rvith fi'aud and thcrcfore it had not becn possiblc to confirm the
adequacy ofthe procurcnrcnt procedurcs and control in relation to all thc procurcments.

In vicw of the foregoing, the propliety of the K shs. I I ,408.248, 1 85 cxpcrrditurcs could r.rot be
confirnrcd and it is doubtfttl that the governn)crlt got value for money o1-thcsc cxpcnditures.



Submission by the Accounting Officer

The accounting officeradmittcd that it was true that the Kshs. I1.408,248,185 had not been

suppo(ed with the inlormation and documentary evidence sincc the documcnts are still with the

investigating agencies.

Committce Obscrvation and finding

The Committce observed th{t the mattcr was unresolved.

Committee Recommendation

The EACC and DCI should endcavor to clear thc backlog of pcnding invcstigations rclatcd
to misusc or mismanagemcnt of public funds so as to prosecutc,

286. Pcnding ll ills

Records maintained by the State Department lor I'lanning indicated that bills tolaling Kshs.

7,261,076,350 were not settled during the year 201412015 bu1 were instead carried lorward to

2015/2016. Had the bills bcen paid and the expendilure charged to the aocount for 201412015,

the statement of rcccipls aud payments fbr the yeal would have reflccted an increased deficit ol'
Kshs. 7,473,895,922 insteacl surplus of Kshs. 212,819,572 now shown.

Failure to settle bills during the year to which they lelate distorts the finar.rcial statements for that
year and adversely affects the provisions of the subscquent year to which they have to be

charged.

Submission by the Accounting Officer

The accounting oflicer admittcd that it was truc thal records maintained by the State Dcpartment

for Planning indicated that bills totaling Kshs. 7,261,076,350 wore not settlcd during the year

201412015 but were instead carried lorward to 201512016. Out of thc Kshs. 7,261,076,350

pending bills, Kshs. 5,539,801,868.10 was settlcd in 201512016 financial ycar leaving a balancc

of Kshs. 1,721,274,481.90 which was paid in financial year 2016/17. l'lease also note that

payment of pending bill would not have resulted to deficit in statemcnt of reoeipts and

expenditure since payments are made against exchequer rclcases aftcr rccluisitioning from the

national treasury. '['he statc dcpartmcnt had a surplus in the appropriation summary.

Committcc Obscrvations

Thc Committcc marked thc mattcr as resolved,

Othcr Matters

287. Unrecovcrcd Loans in Mt. Elgon Sub-County-Uwezo l-und

Inlormation and rccords available indicates that Mt. Elgon Sub-County was allocated and

disbursed funds to(aling Kshs.21,265,000 to bc distributed to various youth groups. These

ReF)t1onlheE\afinrulnnorERepooIlhe,1u(likn-acN!ralonlheI:i,on"iulSt,,o,,o,t,1*l*@
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lunds are expected to attract interest and be recovered on a rnonthly basis. However, Kshs.
1,772,083.33 which was due as at 30 Junc 2015 remained unrecovered and no justification has
becn plovided for this anontaly.

Submission by the Accounting Officcr

It was true that Mt. Elgon Sub-county was allocated and disbursed funds totaling Kshs.
21,265,000 for distribution to various youth groups. These lunds werc expecred to attract
interest and be recovered on a monthly basis. As at 30 June 2015, Kshs. 1,772,0g3.33 which was
due for recovcry remained unrecovered of the delayed loan repayment by various youth groups
due to business challenges. 'fhis money has since been recovered.

Committce Obseryations

The Committee marked the matter as resolved.

288. Budget and Budgetary Controls

The l)cpartment did not adhere to the approvcd budget in some expenditure items during the
year, hence an under expenditure ol Kshs. 9,916,658,628. Although the accounting olficer had
as detailed below explained that the reason for the under expenditure was due to delays in the
releasc ofthe exchequer by the National 1i'easury, there was no indication as to the measures pul
in placc to address the underlying causes of the under-expenditure.

Variance bctween actual and Budgct Figures

l(errr lludgcl (Kshs)

199.243.525

103.41i.803

Donrcstic travcl ancl

subsistcncc and othcr
transporlation costs

232.4921.890 102.41 I .801 69.919.91 3

[;orcign travel and

subsistcnce and other
transportation costs

54.777.559 lt5. t80.tt00 30.403.241

Printing. advcrtising
and inlornration
supplics and scrviccs

99.54.581 150. r71.56i 50.(r08.982

Act ual (Kshs)

136.(r87.678

73.86s.639

Variance (kshs) 7o Variance

3t/0%62.s55.847

29.54(t.164 28.57%

23.120/0

35.690/o

33.10%

luh\l J0'' Jtut )0 t5
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I Itilitics. supplics and

scrviccs

Comniunication.
supplics and serviccs



Iruel Oil
lubricants

atttl 806.86 r .140 2. I 67.666.1 84 1,360,805.044 62.78%

Rcntals of produced

assets

I,1 58,1 r 0,670 2,207,235,042 1,049.124,372 47.53%

Insurance costs 37,903,272 87.562.5 3 8 49.659.2(r6 56.7t%

'l'raining expenscs 328,t70,200 496.332,821 168.162,621 33.88%

Acquisition of Assets I I .408.248.1 tts I 6.23 1,981 ,934 4.823.133.749 29.71%

Specialized materials

and supplies

2,t79,594,327 3,245,291,903 1.06s,69'7 ,576 32.84%

Office and General

supplies and serviccs

170,086,634 311.23t.344 t4t.144,710 45.35%

Other

expenses

Operating 567,931,229 8s8.446.644 290,509,4 r s 33.84%

Routine maintenance

vehicles

41,666,7 56 70.465.347 28,79ti.591 40.87o/o

Rouline maintcnance

other assets

257,3 5 8,1 00 441.731 ,145 184,379,645 41.14%

Hospitalily supplies

and services

1.074.669.411 1,286,278.909 2l I ,609,498 t6.45%

'l ot:rl 9,(r I 6,65ti,(r2tl

Submission by the Accounting Officcr
'Ihe following measures have been put in place to address the underlying causes of the under-

expenditure.

o Consultations with the National 'l'reasury on timely release on exchequcr has been

initiated.

Committee Otrscrvation

'I'he Committec marked the matter as rcsolved,

lleDorlonlheExat,linalionorh!RePofloIlheAu(tilof.(jenrrolonlh!l.iuon,,olSt,t",,"@
Year ended 3(lh June 2015



289. We ak Intcrnal Controls

Thc ministry has a weak internal control systcrr in place and irregularities or errors may have
occurred which may not be detected.

Submission by thc Accounting Officcr

Internal audit departmcnt has been reviewing any shortcomings in the existing internal control
systenrs with a view to advising lranagctlcnt on variotrs intplovements.

Committee Observations

The Committcc marked the matter as rcsolved.

COMMUNITY IIMPOWERMENT AND INSTITTJI'IONAL SUPPORT PROJECT
(CEISP)

290. Stolen Vchiclc - GKA 661Y

As previously reported, a motor vchiclc registration No. GKA 661 y (white) Isuzu D Max
valued at Kshs. I .61 I , 200.00 was stolen on 8th April 2013 through violent robbery. However,
the Ministry has not provided progress rcport on the loss olthe motor vehicle.

Submission by the Accounting Officcr

The Ministry through the project concurs with your finding and hereby states as follows: As
stated the GK A66l Y was stoleu and rcported at Embakasi Police Station vide OB number
152/140113. Sec copy of police abstlact attachcd. On following up with the policc, rhe l)rojecr
Coordination Unit was infornred that thc investigation l.rad been lodgcd. According to thc officer
investigating thc matter, the vehicle had not bcen traccd/rccovered by 9th Septcmbcr 2014.
'l'lrereafter, the Ministry wrote to lnspector Gcneral seeking lbr assistance on the way fbrward on
thc case before closurc of the project. See attached copy llcl MpND/13/3/3i29 of l lth May,
2015.

1'he project had two rcnraining vehicles registlatior.r No. GK A46y-'l'oyora Avanza and cK B
605t1 Terlios (l)aihastu) and I06 lnolor c),clcs. The vchiclcs were insured by CIC insurancc
company as per thc attached insurance. As lbr nrotor cyclcs and ICT equipmcnt, they wcre
insurcd by .lubilcc Insttrance Conrpanl' zrs pcl the attachcd schcdule. 'fhe vehicles wcrc also
fitted with car tracking devices by River Closs tlacking linritccl as pel attached ceftificatcs. All
thc othcr assets welc blartdcd and olficcs lltted with smokc detcotors ar.rd burglar proof cloors as
wcll as lenced isolatcd olficcs to enhance sccurily. The vchiclc has not bcen recovcred to date.

A follow up on thc issuc had bcen douc vidc lcttcr...

Committee 0bscrvations

'I-hc investigations had taken so long to conclude on a simple matter of theft of a
govornmcnt vchiclc fitted with tracking systcm,



291. Unsupported Paymcnts

The acquisition ofassets figure of Kshs. 479,344,787 as refleoted under Note 8.6 to the flnancial
statemcnts includes payments totaling to Kshs. 4,656,350.50 in respect to buildings construclion
that arc not supporled with the rclevant documentary cvidence.

Submission by the Accounting Officer

It was true the accluisition of asset worth ksh.4, 656,350.50 was not supported. This cxpenditure
was for donor funded activities and the vouchers have been availed to auditors.

Committee Observations

Thc Committce marked the matter as resolved.

Yeur t'nL'l .ltlt' .htt! )t)l a



23.2. S't'A'r'tt I)tapAtt't'MI,tN't' t'or{ I)tivot.I]l.toN
FI NA N C I A L Sl'A].t,tNt liNl's I,'( )l{ vol.ti | 3(,

Mr. Nelson Marrva, thc Accounting Officcr, Statc l)cpartmcnt of l)evolution acconrpanictl
by Mr. Kcnnedy okcyo; Chicf Irinance officcr, Mr. ,lanrcs Mwanziag Dircctor, policy anrl
Rcscarch,, Mr. I'atrick O.ilvang; Principal Intcrnal Auditor, Ms. .lanc Kirop; Chicf
Accountant' Mr' Moscs Macharia; scnior Accoullrant, Mr. Maurice ogolla-Deputv
Dircctor, Policy and Rcscarch, Mr. ,lackson owuor; Financc officer, Ms. Annc N.
Mwangi; Legal Officcr and Mr, Salinr Kuti Assistant Accountant (icneralappca rctl before
thc Committec on l3th.luly,20l{t, to adducc cvidcncc thc autlitcrl l'inancial Statements of
Votc 136 thc Statc l)cpartmcnt of D$'olution for thc l-inancialYear 201412015. Minutcs of
thc Conlmittcc's sil(ings and thc submissions tabletl by thc Accounting Officcr arc annexcd
to th is report.

Ilasis for Qualilicd ()pinion

292. I'cnding llills
Thc State Departmcnt for Devolution as at 30 June 2015, rcported pending bills amounting 16
Kshs.3, 028,638,I03. t'he Dcpartlrent did not provide nlcasures to bc taken on how to clear thesc
bills. Iiu(her, had the bills been paid and thc expenditure chalged to the accounts for 2Ol4l10l5
th€ statemcnt of reccipts and paynrents lor the year would havc reflcctcd an excess vote (deficit)
of Kshs.2, 929,909,333 instcad of thc surplus of Ksl.rs .98. 728,770 now shown. Failure ro settlc
pending bills during the year to which they rclate distorts the financial statements for the year
and adverscly allccts the plovisions of the suhsequent ycar to which thcy have to bc chargcd.

Submissions b1, thc Accounting Officcr
lt was lruc that thc Statc I)cparturent lirr. I)cvolution hacl
Ksh.3,028,(138, I 03 analyzccl as lirllows;

l. (lll,OIl (Contribution in Licrr of ltatcs) Kshs 2,813,ti32,32.1

pcnding bills antounting to

l'hcse wctc debts owed to the dcfunct Local authorities by thc Central (iovernment in rclatiou ro
Government ploperties which wcrc in the jurisdiction olthc clefunct local authorities. The central
Government was unable to pay duc to budget constraints over thc years.'Ihis led 1o the accrual
and high interests to the ligulcs indicated. In thc new dispcnsation. thc'l tansition Authority ucr.c
nlanclatcd to audit ancl vcri[' thc asscts and liabilitics of thc l)clunct [,ocal authoritics a task that
was not cornplctcd during thc transition pcriod, 1'his uas latcr. takcn over by thc lnter-
Govcrnntcnlal Itclalions Tcchrtical C'omrnittcc. arr cxclcisc which is still ongoing vidc gazcttc
noticc No.4370. Oncc the exctcisc is cornplctc. IGIITC will dctcrnrir.lc thc anrounis payable. As
such thc [)ending []ills relating ro (llt.OIl could not bc settlcd

1. Kcnya Railway,s-Constru ction Muthurwa Markct Kshs
105,000,000

T'he bills wete inhcritcd llom tlrc clefunct Ministry ol'Local Govenlment but havc not becn
clearcd duc to budgetary constraints. Requcsts to the National 'l'reasurr, lor budgctary allocation
to dclray the bills have. hor.r,cvcr bccn unsucccssful.

x.t,trih.!lion of tc Ralort olrltc .1mhot-(ieneral ot1 thc lanoncial Sk chtctrrs lor rhe .\nnnal Golu,tDvnt lot lhr
J ne )015
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Other pending bills rclating to 20l4ll5 FY for supply of goods and scrvices. Kshs
109,805,779

Kshs 91, 513,548 of, the bills has so lhr been paid, leaving a balance of Ksh18,287,775 which
relates to compensation arising lrom legal suits. ]'he State l)cpa(ment has sought budgctary
allocation from the National 'l rcasury lor clearance of thc bills

Measures taken to addross the Pcnding Bills

Going forward, tlrc State l)cpartment has planned to clcar the bills by:

o Establishing County nsset and Liability Committecs through gazette notice No.4370 to
verify the asscls and liabilities of the delunct local aulhorities and thus determinc lhe
authenticity of'thc CILORs. Arising from thc gazetle notice the Accounting Officer has

appointed County Asscts and liabilities committee that will embark on the cxcrcise.

o Seeking budgctary suppoft frorn the National 'l'rcasury through spcoial requesls and the
Medium li)xpenditurc framework (M'l'llF);

r In IrY 2018/2019'[he State Dcpartment for I)cvolution has allocated Kshs 10,800,000
towards the clearancc ol'the legal pending bills.

Committee Observations and Findings

l. The committee observcd that the pending bills have not been clcared.

2. Thc query remains unrcsolved

Committcc llecommcndntion
'I'he Accounting officer must at all times avoid accumulating pending bills in any financial
year since they form a first chargc in thc subsequcnt financial years budget thcrcby
impeding smooth implementation of thc subsequcnt budgct.

293. Outstanding lmprests - Staff Imprests

As reflected in the finar.rcial stzrtemcnts as at 30 June 2015, and as disclosecl under note l2 to the
financial statements, is an outstanding stafl imprest of' Kshs.2.369,962.00 which ought to have
been cleared or surrcndered on or bcfirre 30 Junc 2015. Sorne o['the employees have been issucd
with more than one imprest, while other imprests havc been outstanding since 2011, 2009 and
2008. As at the tinrc of audit The S1a1e Departnient of l)cvolution had not recovered the sanre.
1'his is conlrary to llnancial rogulations in place.

Submission by Accounting Officcr
'l'hc accounting officer adrlrtted that it was lrue that outstanding lnrprests of Kshs. 2,369,962.00
was reported at 30tr'June 201 5. Out ol'this amount. Imprcst anrounting to Kshs 490,185.00 have
been surrendered/recovercd. A balanoe of Kshs 1,879,777 is still olrtstanding. 1'his comprises of
Imprest that could not be lccovered anrounting to Kshs I (19,830 due to the death ol'3 officcrs. A
letter has been written to National 1-reasury to seek authority to write thern off.

Otlier officers went on translcr and whose imprest arnountcd to Kshs 1,709,947.00. l-etters have
been written to respcctive nrinistries/departmcnts to havc deductions efl'ccted fronr their salaries
lor the purpose of rccovering these Imprests,

Reporl on lhe Etanination ofhe Report o[tlp A ditor-Ganeral on tlE l:inancul Sraremenrs]tr rfu Narional Gowrnnenr lor rhe
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l'he State Department for Dcvolution has since taken measurcs and controls to ensule that there
is no issuance of more than one imprest to officers with outstanding imprests.

Committce Obscrvation and Finding

officcrs were being issucd imprcst in contravcntion of thc public F-inancc Management
Rcgulations which rcquirc that an imprcsl holdcr must makc returns of the samc within
scven days aftcr thc return to work station

Committee Recommendation

Accounting officer must alrvays cnsurc that Public Finance Management Act 2012 is
adhercd to by all officers.

294. Cash and Cash Equivalcnts
'l'he deposits bank reconciliation statcl'ncut as at 30 Juuc 2015 rcllccts reccipts in batrk statcnrents
not in cash book of Kshs.767, 624.05. Similarly, the recurrcnt bank reconciliation reflects
receipts in bank arrd not in cash book of Kshs.l29, 524.90 and payments in bank not in cash
book of Kshs. I , I 29,129.03 I .00. some of thcsc payments wcLc for periods over six months. No
reason has been provided for lailure to update the cashbook with thcse leconciling amounts.
consequently, the accuracy of tl.re cash & cash equivalcnts balance of Kshs.J0O, 296,693 could
not be confirmed.

Submissions by the Accounting Officcr

1'he accounting officcr adurittcd that it was true that thc necessary adjustrrcnt had not been done
at that time. Howcver, tlte cash book l.ras becn adjustcd and reconciled and cvidence submitted to
the Committees.

Committce Obscrvation and Finding
'l'hc Cornnrittcc markcd thc mattcr as rcsolvcd,

I,)rnphas is of Mattcr

295. Othcr Capilal (irants and'l'ransfcrs

I draw attention to note 7 to thc financial staternents. An amount of Kshs.2. 302,761,6g2 in
rcspecl of other capital grants and ttanslers could no1 be conlllnted duc to the intplementing
agencies not subnritting rclurns of cxpenditurc and rcceipts fi'onr donor funds that were not
capturetl in IFMIS. My opinion is not qualificd in respcct of this maner.

Submissions by the Accounting Officcr

Il was true the anlourtt of Kshs. 2.102.7(11.682 could not hc conlirmcd duc the lack of
cxpenditurc returns and rcccipts fronr NDMA Donor funds (A-in -n). Instcad only a letter
cotrfirtrting rcceipt olA-in-A arrounting to Kslrs. 3,637,5ti8,730 collectcd was rcl)ortcd witl]out a
blcak dorvn prompting thc Statc l)cpartn]cnt to capturc thc lirll amount as pcr the budget.
Srnrilar lcttcr was issucd olr lllr" lrcbruarl . ){)l 5.

(lomrn itlcr Obsorvations and Findings
'l hc Conrnrittec nrarkcd thr mattct.as rcsolvcd.

lln tN.l*l Jtl\ .hn! )0t5



296. Unfunded Authority to Incur Expcnditure (AIE) Kshs.24, 854,629.00

During the year, the project received four Authorities to Incur llxpenditurc (AIEs) totaling
Kshs.l44, 427,629.00. Llowevcr, the bank statement made available reflcct an amount of
Kshs.l19, 573,000.00 leaving a difference of Kshs.24, 954,629.00 unfunded. 1'he project might
not meet its budgetary target duc to underfunding. My opinion is not qualified in respect of this
matter.

Submissions by the Accounting Officcr
It was true that during the ycar the Project Ileadquarter did issue AIEs totaling to Kshs
144,427.629.00 to Teso Sub Countv as rabulated below:

s/No Alla t{t,),'. No AMOUNT.(KSrrS)

I 4t t345 6t,152,929.00

2 411312 4:r.5 71,000.(x)

8,801 .700.004l I 389

l 411370 30,900,000.00

'l'( ) t'AL 114,427,629.00

The project did release funds lbr financing thc AIE's as follows

Thus, rcsulting to unlunded AIlj totaling ro Kshs 24,U54,626.00

s/No DA t'ti

t3/08120t4

AMO
UNt'

I 18,000,
000,00

2 t0/0'7/2014 20,000.
000.00

-1 11/10/20t4 13.573.
000.00

1 31103/201s

28/05t20rs

8.000.0
00.00

5 30.000,
000.00

TOl'AI, I 19,57
3,000.0
0

ReNrt on the l:\dninatton ofrhe Repoa of re ludrror-Generul u the t-inanc&l Statenents lor lrc Netional (ioyemncnt lot the
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1'he closing balance for the cash book for Teso sub County was Kshs 2.655,322.50. -Ihe

disbursement of the rernaining balance was done exhausting the earlier disbursed amount. Thus,
the rcason for not releasing the other trench was because the station had not exhausted the
amount they had received.

The project did.meet its obligation as envisaged in the project designs belorc the project was
wound up in 30"'June 2016. Copies ofthe audited accounts are available.

Cornmilte e C)bscrvation and F-inding

'I'hc Committcc markcd thc matter as rcsolved.

NATIONAL I,IIIMANITAIIIAN FUNI)

llasis for Qualified Opinion

297. Cash and Cash Equivalcnts

297.1 As reported in the previous ycar, the rcccivables imprcst and advances balance of
Kshs.998,552,086.38 as at 30 June 2015 includes Kshs.7,948,61I representing Authority ro Incur
Expcnditure (AI[1s) issued to various Govemmenl Agencies during the year. Consequently, a6y
cxpenditure relating to the currenl year in respect of thcse AIEs have bccn excluded in these
financial statemcnts.

Submissions by thc Accounting Officer

It was true that the expenditure retums lor Kshs 7,948.61I representing Authority to incur
expenditure (AIEs) had not becn received. J'he samc was received arrd the expcnditure captured.
Copies of the firrancial statemcnls extracts for 201 5/ l6capturing the dctails was shared with the
Committee.

Committce Obscrvations and Findings

The Committce markcd thc matter was rcsolvcd aftcr considcration of the submission from
the Accounting Officcr

297.2 t)uting thc financial yeat 20l4l20l51he repatriatcd Kenyau refugees in lJganda were paid
Kshs. 100, 000 for households of up to thrcc people and Kshs. I 50, 000 lor lrouscholds of four
peoplc and morc. As in the year 2013/2014 all the [DPs were paid a flat ratc of Kshs.400. 000.
No satislactory cxplanation has been provided for the varianccs in the payout rates to the
rclugccs.

Submissions by thc Accounting Officcr

During thc peLiod 2013/2014. all IDPs rvcrc paid Kshs 400,000 per household. Ilor.vever. duc to
budgetary constraints, the National Consultativc Coordination Committce on Internally
Displaccd Persons (NCCC). the body nrandated to handle all rnatters lclating to internal
displaccurenl in the country rcsolved during their nrccting hcld on 26'l'Februaly 2015 that IDtrs
returning lrom Uganda be paid benvocn KSIIS 100.000 to Kshs 150,000 per household.
Conscquently. all IDPs rcpatriated lrom lJganda wcre paid in accordancc with thc NCCC
lesolution,

It was important to note that the IDPs rcpatriated liom lJganda. received additional assistance
from thc United Nations lJigh Comrnissioner for Refugees, thc Kenya Red Cross Socicty and
othcr wcll-r;r'ishcrs including the lnternational Organizati<in lor Migration. -l'hus, 

there was no
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discrinlination and therefore no violation of'Chaptcr 4 of the Constitution of Kenya 2010 on the
Bill ol'Rights.

Committee Observations and Findings

The Committee marked the matter as rcsolved.
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24.0. MINISI'I{Y oF EDI.JCAl'ION, SCII'NCI' AND TECIINOLOGY

24.I. STATtr] DIIPAIITMIiNT OF EI)TJCA'I-IoN

FINANCIAI, S1'A1'EMF]N1'S FOR VOTB I39

Dr. Ilclio Kipsang, thc Accounting Officcr for Vote 139, Statc Dcpartmcnt of Iiducation
accompanicd by Mr. Androv Rukaria, Dircclor Administration; Mr, Joseph Mbugua,
IIuman Rcsourcc Managcrl Ms. Khadia Gala, Scnior Chicf Financc Officcr; Ms. Virginia
Kinyua, Financc Officer; Mr. Humphrcy Masai, Accountant; Mr. Paul Kibct, Dircctor
Sccondary Education; Mr. Robcrt Osaro, Scnior Principal Finance Officer; Mr. Emilio
Mukira, AAG and Mr. Martin Kuugavis, ADIi appeared bcfore the Committee on 4th and
lgrr' Octobcr 2018, to adduce cvidcnce on thc aurlitctl Financial Statcmcnts of Votc 139 thc
Stalc Departmcnt of Iiducation for thc F'inancial Yc.ar 201412015. Minutcs of the
Committce's sittings and the submissions tabled by the Accounting Officer are annexed to
this report.

304. Unauthorizcd Bxpenditure

The statement ofrcceipts and payments lor lhe ycar cndcd 30 June 2015 rcflccts proceeds fronr
domestic and forcign grants rcceipts of Kshs. l.-521.514,353 which, according to note 2 to tlic
firar,cial slatentcnls are grants reccivcd I'ronr bilatcral donors, Includcd in this figure
arc actual devclopnrcnl procceds under IIcad 001-5 - l)irectoratc of Basic Dducation and Head

0025 - Secondary and Tertiary Education Hcadquarters Admirristlative Services ol Kshs.778.
6l 4,5 I 0 against rcspcctive approved budgctaly ptovision ol Kshs.770, 000,000. This rcsulted in
an excess expcnditule ol'Kshs.8, 614.510. No cvidcncc of 'l'r'casury approval for thc budgetary
rcallocalions was availcd for audit revierv. 'l he Ministry was thcrcforc in breach of (lovcrnnrent

Irinancial Rcgulations which rcquile that allcxpcrrditurc shoulcl hc within thc approvcd budget.

Submission by thc Accounting Officcr

Ile admitted that a comparison benvecn thc approvctl cstimatcs and the actual cxpenditurc lbr the
year cnded 3Otl' .luue, 2015 under dcvelopnrcnt cxpcnditurc vote teveals that, thc actual
expcnditure lor hcads '0015' and '0025'a total ol'Kslrs. 718,614,510 excccded thc rcspective
approved budgct o1'Kshs. 770.000,000. giving a variancc of Kshs. 8,(r 14,5 I 0.

IIc subrnitted tha( thc olcr cxpcnditurc of Kshs. tt.(rI4.5 I0 was as a rcsult ol rcduction in
sttpplcnrcntary butlgct o1'Kshs, 120.000.000.'l his rvas irr lclation to I(l'l'capacity dcvclopmcnt
untlcr the [)irectoratc ol'I]asic Ilducation. antl Laboratorv nratclial supplics and snrall cquipnrelrt
unclcr the [)ircctolatc o l' Sccttndar l, and 'l'ertiarl' liilLrcation lcsgrcctivell,. I'hc payrncnts had been
pt'occssed beltrlc thc budget rcductions. I',xtracts lionr thc supplcnrcntary budget estimatcs book
and the vote book cxttact bclore and altcl loading the Supplcnrcntary Estinrates that rcsultcd into
ovcr cxpenditulc rlcre providcd lor verification as lollo*s:

l. Supplenrcntaly budgct estimates book

2. IITMIS Votc llook lLcport Bclorc supplctncntar),(l{ccurlcnt and l)cvelopment)
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3. IFMIS Vote Book Report After supplementary (Recurrent and Development)

Committee Obse rvations and Findings

l. A comparison bctween thc approved cstimates and thc actual expenditurc for the
year cndcd 30th June, 2015 under dcvclopment expenditure vote reveals that, the
actual expenditure for heads '0015' and '0025'a total of Kshs. 778,614,510 excceded
the rcspective approved budgct of Kshs. 770,000,000, giving a variance of Kshs.
8,614,510.

2. Thc Committcc marked thc matter as rcsolved.

305. Compensation of Employecs

The statement of rcccipts and payments reflects compensation of cmployees' figure ol Kshs.3,
249,040,298 which includes an amount of Kshs.3. 168,540.763 in respecl of salaries and

allowances related to pcrmanent employees. I.lowever, a review of thc Ministry's accounling
records and payroll expenditure as per budget heads indicates that Kshs.3, 166,839,035.55 was

utilized for the compensation of permancnt cmployces. l'hc resultant variance of Kshs.l,
701,727 .45 has not been reconciled.

Further, note 8 to the financial statements reflects an amount ol' Kshs.69, 549,25 I under basic
wages of temporary employees. However, thc Ministry's paymcnts records availed for audit
review reflected an amount of Kshs.32,908,000.00 resulting in a diflerence of
Kshs.36,641,251.00 which has nol been reconciled orexplained. ln the circumstances, it hasnot
been possible to confirm the propriety of the expenditure totaling Kshs.38, 342,978.45.

Submission by thc Accounting Office

He admitted that the statement of receipts and payments rellects compensation to employee
figure of Kshs. 3,249,040,298 which includes an amount of Kshs. 3,168,540, 763. l'his was in
respect to Salaries and allowances related to permanent employees, Kshs. 3,166,839,035.55 was

utilized for compensalion of permanent employces.

He reported that thc variance ol Kshs. 1,701,727.45 in the Ministry's accounting records and
payroll expenditure (IPPD) was as a result ol unreconciled payments made manually through
vouchers. The Paymcnt voucher and payec dctails ar.rd other docLlments are annexed for your
review.

He submitted that the unreconciled amounl ol' Kshs. 36,641 ,25 I .00 in respect to expenditure on
basic wages was as a result ol AIE'S issued in rcspect of salaries for Part Time Adult Education
Teachers. We have reoeived returns in respecl of the same fbr thirty-four (34) counties (as per

list and returns attached) amounting to Kshs. 36,614,000.00. Copies of the returns were availcd
for review.

Re@ on lhe Evminotion of thc Report oJthe Audilor-General on th! Iinoncial Slatenenlslor p National GolernmentJor tle
Year ended 3d' June 2Ol5
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Committee Observations and Findings

'l'hc Committce obscrvcd that thc variancc of Kshs. I,701,12'l .45 in thc Ministry's
accounting rccords and payroll cxpenditure (IPPD) ll'as as a rcsult of unrcconciled
payments made manually through vouchers.

Cornmittec Recommcndations

l. 'fhe Accounting Oflicer should cnsure that the cntity kccps complctc and rcconciled
financial and accounting rccords including up to datc cashhook that comply with
provisions of Section 68(2) of the PFM Act 2012 and that thc financial and
accounting rccords are prescntcd within three (3) aftcr thc closc of the financial
year pursuant to thc provisions of Article 229 of thc (-'onstitution of Kenya 2010 and
Section 68(2k) ofthc PFM Act 2012;

2. Thc mattcr rcmaincd Unresolvcd

306, Inaccuracics in thc Financial Statcmcnts

'l'he statement of cash flow reflects the following opening balauccs which differ with the

corresponding cenified closing balar.rces reflected in the restated financial statements for the year

ended 30 June 2014 as shown below:

20t4ns

Ope ning Ilala ncc

2.531.99(r.54tl

90.'11 I .30 I

22,346,487 22,346,487

l)ayablcs 57,(r80.19 I 57.680.1 9 t

'l'hc Accounting Officer has not providcd cxplarration or rcconciliatiorr lbl the above varianccs.

Irr the circumstanccs, it has not bccn possible to asceftain thc valiclity and accuracy of the

fi nancial statements.

Submission by the Accounting Officer

IIc adnlitted that thc cash flow lcflccts thc lbllowing opening balanccs which diflcr with thc

corrcsponding cerlificd closing balanccs rcllccted in the previous I;rnancial statentent for the year

cndcd 30'l' June, 2014 as slrown belorv:-
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90.411,301

22,346,487
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He submitted thal the diflerence was as a resuh of introduction ol'a new template/format of
reporting provided by the tl'SASB, which required an additional note on presentation. In the new
template note 2l was introduccd on reslatement of prior year linancial ligures. 'lhe accounts
were subsequently restated to accommodate the additional noto. lrurthcr to this. we wish to state

that Receivables were aflected by the dccrease (increases) in accounts Receivables- outstanding,
while payables were al'fected by increase (decreases) in accounts payable- Deposits and

retentions, this led to a variance in the adjusted figure. We also apprcciate that the IPSAS format
ofreporting was at its initial stage (undcr devclopment proccss). This anomaly is highly regretted
as it was not anticipated earlier.

The repo(ed opening and closing balances arc in agrcement with thc auditcd financial statement
for the year end,ed,2013/2014 and20l4l20l5. Ahhough thcre was an crror of'commission in cash
flow, this can be verified l}om the notes rcceipts and payments sclrcdule.

Committee Observations nnd l'indings

l The cash flow reflccts the following opcning balanccs which differ with the
corresponding certified closing balanccs refloctotl in thc prcvious Financial
statcment for thc ycar endcd 30rl'Junc,20l4.

2. 'l'hc qucry rcmrins unrrsolvcd.

Comnrittcc llccommondation

'l'hc Accounting OITiccr shoukl cnsurc that thc cntity hreps complcte and reconcilcd
linancial and lccounting rccrlrtls including up to dutc cashbook that conrply with
provisions of Scction 6tl(2) ol thc l'l'M Acl 2012 :rntl thal thc linanci:rl nd {ccounting
rccords are prcscnted within thrcc (3) allcr lhc closc ol thc linancial ycur pursuant to thc
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provisions of Article 229 of thc Constitution of Kenya 2010 and Section 68(2k) of the PFM
Act 2012;

307. Under-Collection of Appropriations in Aid

I'he statement of receipts and payrnents lor thc year ended 30 Junc 201 5 rcflects proceeds from
domestic and foreign grants totaling Kshs. 1,521 .5 14.353 which include Appropriarions-ln-Aid
totaling Kshs. III,514,353 undcr thc Dcvclopment Vote against approved estimates of Kshs.
482,080,1 57 resulting in an undcr'-collection of Kshs. 370,565,804 or approximately 76.87%.

Submission by the Accounting Officer

FIc admitted that thc State Deparl.mcnt for liducation collectcd receipts amounting to KShs.l11,
514,353 under the Developnrcnt Vote against approved cstimates of KShs.482. 080,157. This
resulted to an under-collection ol KShs.370, 5(15,804 or approxinrately 76.87%.

The Under-collection was occasioncd by unforesceable project inrplementation delays under
development vote. There was also a dclay in submission of returns by Donor or Development
Partners (IJNICEIT and World Food Plograrnnrc).

He subrnitted that tlie Ministly had suhscqucntly instituted mechanisms to ensure optimun'r
utilization of Donor Funds, including closcll, monitoring of thc projccts to takc stock of progress

and take corrective measures whcrc deviations are noted. Further, adequate provision for GOK
counterpart funding 1o supporl thc Pro.jccts and cnsure that they arc conrpleted within the budget
tinrelines lrave been factored in subsequent budget estimates.

Committee Observation and l'inding
'fhe Statc Dcpartment for [iducation collcctcd rcccipts amounting to KShs.Ill, 514,353
undcr thc f)evclopmcnt Votc against approved estimates of KShs.482, 080,157. This
rcsulted to an under-collcction of KShs.370, 565,804 or approximatcly 76.87 pcrcent,

Committce llecommendation

'fhc Accounting Officcls shoukl ut ull (irncs sr:t rcalistic rcvenuc (AlA) targcts and put
tncasurcs in placc lo cnsurc (hxt the lcvcnuc is dull' collcctetl anrl accounlcd for as

providctl in Itcgulation ,13(c) of thc l'1,'M (National (iovcrnme nl) l{cgulations 2015

308. l'rior Ycar Adjustments
'['he statcn]cnt olasscts as at 30.lunc 2015 rcllccts prior ycar adjustntcnts ol'Kshs. 163,030,885
fbr thc yeal undct rcvicw. l;ulthcr thc samc steltcn'rcnt rcflccts priol ycal adjusturent of Kshs.
1,174,044,097 lor the cornparativc ycar. No supportingclocumentation was availcd for audit
revieu. (ionscqucntly, it has not bccn possiblc to coufirrl thc naturc of thc prior year adjustment
balanccs ol Kshs.l63, 030,885and Kshs.l . 174.044.0t)7 reflcctcd in thcsc financial stiltcmcnl.s.
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Submission by the Accounting Officer

lt was true that the statement of Assets as at JOth June,2015 reflects prior year adjustments ol
Kshs. 163,030,885.00 for the year under rcview and Kshs. 1,174,044,097.00 for the compararivc
year. The mentioned adjustmcnts were as a rcsull of balances carried lorward from 2012-2013
and prior years, somc ol which were balancing ligures in the previous years. A task Force was

fbrmed at the I'reasury with a view of investigating the figures and clcaring the same from thc
respective accounts. Ref AG/A/204/ (93) and ACiAlRl08 VOL.I (copy auached). 

-lhe 
task force

recommended clearing of accounts of which journals have becn preparcd Io the same effeot.
1'hey include - district suspense and PMG balanccs. The lollowing docunrcnts were availed lbr
verification.

. Clearancc letter liorr Auditor Gencral.

. Letter of cstablishment of 'faskfbrcc

. Extract of tasklorce recornnrendations

. Journal vouchers lor adjuslmcnls

Committee Obscrvation and Finding

Thc statemcnt of Asscts as at 30th June, 2015 reflccts prior ycar adjustments of Kshs.
163,030,885.00 for thc ycar under rcvicw and Kshs. 1,174,044,,097.00 for the comparativc
year.

Committee Recommendalion
-fhc Accounting Officcr should ensurc that thc entity kceps complctc and rcconcilcd
financial and accounting rccords including up to datc cashtrook that comply with
provisions of Section 68(2) of thc PFM A,ct 2012 and that the financial and accounting
rccords are prcsented within three (3) aftcr thc closc of the financial ycar pursuant to the
provisions of Article 229 of the Constitution of Kcnya 2010 and Scction 68(2k) of the I'FM
Act 2012

309: Cash and Cash Equivalents

'l'he statement olasscts rcllects cash and cash equivalents balance ol'Kshs. 87,312,630 as at 30

Junc 201 5. However. ths bank reconciliation statemcnt for the recurrcnt acoount availed lbr audit
review reflected paymcnts in tl.rc cashbook nol yet rccorded in thc bauk statement of Kshs.

705,532.40. No satislactory explanations wcrc providecl as to why thcsc cloctronic payments
were not cleared as at 30 June 2015 yet (i-pay providcs reconciliation rcports on a daily basis.

Oonsequently, the accuracy and the validity ol-thc cash and cash ccluivalcnts balance of Kshs.

87,3 I 2,630 as al 3 0 Junc 201 5 could not bc asccrtained.

Submission by the Accounting Officcr

It was true that thc statcnlent of asscts rellects cash and cash equivalcnts balancc ol'Ksh.
81,312,630 as at 30 June 2015. Howcvcr. thc bank reconciliation staternent lbr the reourrent

P\epott on the Exaninotion oI rhc Report d the A litor-Ceneral on th( Funnaol Statenents lor the Nututnal (iowrnnenr lor tle
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account availed lor audit review reflected unlccorded payments in the bank staternent of Ksh.
705,532.40 which is analyzed as below:

Paycc Nature of paymcnt Kshs.

Finance Secretary 3% payroll commission 140,355.40

Various payees other payroll dccluclions 465.177.00

Unisan Sacco overcasting in thc cashbook 100,000.00

'I'otal 705,532,40
'l'lie above mentioned were long outstanding paymcnls in the cash book. l'he same have since
bcen correcled by revcrsing the entries in thc cash book which were effccted on 2Str' Scptember
2015. The paynrcnt of Kshs. 140,355.40 payablcs to the Finance Secretary and Ksl.rs. 465,111.00
(as analyzed) wcrc rcvcrsed vide cash book I'v. No. 22 of Kshs. 1,678,090.30, while a balance ol
Ksh. 100,000.00 payablcs to Unisan Sacco was an ovcrstatement in the casltbook was correctcd
thlough a reversal in thc cash book vide Pv. No. 023 olKshs. 823,173.00.00.

Committec Obscrvation and Finding

Thc statcment of assets reflccted cash and cash cquir.alcnts balancc of Kshs. 87,312,630 as

at 30 Junc 2015. Ilowcvcr, the bank rcconciliation statcment for the recurrent account
availcd for audit rcvicw rcflectcd paymcnls in thc cashbook not yet rccordcd in the bank
statcment of Kshs. 705,532.40. No satisfaclory cxplanations rvcrc provided as to why these
electronic paymcnts \ycre not clcarcd as at 30 ,Iune 2015.

Committce Ilccommcndations

The Accounting officcr should cnsurc that thc cntity keeps complcte antl rcconcilcd
financial and accounting records including up to datc cashbook that comply with
provisions of Scction 68(2) of the PFM Act 2012 and that the financial and accounting
records arc prescnted within thrce (3) aftcr lhc closc of thc financial ycar pursuant to thc
provisions of Article 229 oI the Constitution of Kcnya 2010 and Section 68(2)(k) of thc l,F'M
Act2012.

310. Wasteful Expcnditure

l he statement of rcccipts and paymcnts reflects a figurc ol Kshs. 4.1I I ,729,340 under the use of
goods and serviccs which includes an anlount of Kshs. 224,718 incurrcd in respect ol'repairs of
molor vehicles GK n470r and GK A874A vidc vouchcr numbers 2393 and l2i0 dated 2
February 2015 and 6 November 2014 respcctively. Ilowevcr, cxamination of motor vehicle
records revealed that GK A470F was alrcady grounded and cK A874A had already been
disposed off. In view of thc above. the propriety ofexpencliturc totaling Kshs.224,778 could not
be confirmcd; henoe it is a wasteful expenditure.

l'car cmlctl 3tlt' June 201 5



Submission by the Accounting Officer

He admined that amount of KShs.224, 778 was incuned in respeot of repairs for GKA470F and

GKA874A vide voucher NO.2393 and [230 respectively.

a) GK A470F developed mechanical problcms and was taken to the dealer CMC who on

3l'( July, 2014 issued the ministry a quoration of KShs.l05, 378.98. The vehicle was

turned in lor repair and delivered back to the ministry on 12tl'Sep 2014 and put to work
immediately (Log books attached for Sept. Oct, and November). The invoice R03 107873

of Kshs 105,378.98 was received and entered in the log book but was not paid

immediately. This was paid when funds were available on the 2nd of Ireb 2015. By this
time the vehicle had further developed mechanical problems and upon inspection by the

Chief Mechanical and transport engineer was declared uneconomical to repair and hence

grounded. This vehicle is still grounded at KEMI grounds.

b) GK A874A: The vehicle was taken to Simba Colt Motors- lndustrial area on 25'l'July
2014 and a proforma invoice No.260023006 amounting to Kshs I19,400 was issued. The
vehicle was repaired and an invoice of a similar amount issued. The vehicle was put into
use immediately. (see work tickets attached) However due to exchequer challenges and

availability of funds the invoice no. 108525 of Kshs 119,400 as per the proforma was

settled in the year 2015. The vehicle was disposed in July, 2015

He tabled copies ol work tickets and mechanical inspection rcport by the chicl Mechanical and
'fransport Engineer as below:

. Copy of Logbook

o Copies of work ticket

o Mechanical Inspection reports

Committcc Obscrvation and [-inding

'I'he Ministry incurrcd an amount of Kshs.224, 778 in respcct ol repairs lbr (iKA470l'and
GKA874A vitlc voucher NO.2393 and 1230 rcspcctively.'l'hesc cxpenditures wcrc incurrcd
aftcr thc vchiclcs had alrcady bccn disposcd ol'l'. Thc dclay in payment w:rs occasioncd by
dclays in rclcase ol funds/exchcq ucr.

Committec l{ccommcndation

'I'he explanation by the Accounting Officcr rvas satisfactory. 'l'he mattcr was markcd as

resolyed.

311. Repair of Nissan Patrol - GK A64lG
The stateme nt of receipts and payments reflccts an amount of Kshs.4, I I | ,729,340 under use

of goods and services.'lhe balance of Kshs.4, 111,729,340 includes payment ofKshs.9l9,

Reporl on lhe Exanrtnatbn o-flte l?eport olthe /l thtor-Generl on the l.inunuul Srarettcnrs.lor rhe Na!tonal Oovermrnt -lor the
fear endetl 3dt' .hne 2015



5 l0 in favour of D. 'f . Dobic in respect of repairs fot GK 464l G. I lowever, the Nissan patrol

GK A64lG was not listed in the Ministry's rrotor vehicle invcntory. Further, the letter attaclted
from tlre departrnerrt only indicated a request to honour the invoice dated 9 April 2014. In the
circumstances, the propriety of expenditure of Kshs,919, 5 I 0 on nlotor vehicle GK 464l G could
not be confirmed.

Submission by thc Accounting Officer
It was lrue that the above vchicle is not in the Ministly's invcntory. The vehicle belongs to the
President's Award - Kenya (PA-K), and was repaired on thc dir.ective of His Excellency the
President during one of the PA-K Trustees annual General Mectings at State House. The then
Executive Director of President's Award-Kenya followcd the matter up with the Ministry to have
the vehicle repaired for lack ofadequate funds to n)eet the rcpair costs. The vehicle had been
lying at D.T Dobie yald wherc it had been taken for repairs by IrA-K in January, 2013. Copies
of the cotnmunication from I)A-K Executivc Director to the Ministry, and estimated repair costs
issued by D.'l' Dobic at thc tirre are attached lor case ol refcrcncc.
In January 201 3, D.T Dobie issued an invoice ol Kshs.65 I . l4l .00for repair of the vehicle. In
April, 2014. thc Ministry was rcquested to support PA-K to mect repair costs. The Chief
Mechanical and Transport [:)lrgineer was cngagcd to assess and detelmine the near accurate
repair costs. This led 1o increase in repair costs to KShs.9l 9, 509.00. The same was rcferred to
the Ministerial 'l'ender Corrllittec thal discussed and lecotrirncrrdcd the repairs.
It is worth noting that the I,A-K is funded through the Ministry of llducation througlr annual
subventions. H.U. the Prcsident had also directcd that the subventions be increased to Kshs. l0
Million lrom Kshs.2.5M to enhance PA-K budget to enablc thcm nranage their own activities.
including maintenance of(iK A64lG. PA-K could thelefore not rranage to rcpair the vehicle
due to budgctary constraints. Copics ofthe following were providcd:

. Copies of the comrnunication from PA-K Executive Dircctor to the Ministry

. Estimated repair costs issued by D.T Dobie

. Mcchanical lnspcction rcports

Committcc Obscrvation and F'inding

'I'he Ministry incurred a total of Kshs.gl9, 510 in favour of D. 1'. Dobic in rcspect of rcpairs
for GK A64l(i. Ilowevcr, thc Nissan Patrol OK A6410 rvas not listed in thc Ministrr''s
motor vchiclc invcntory.

Committcc Ilccommendation

'l'he Accounting officcr should within thrcc (3) months of tabling of this rcport submit to
the Auditor-Ocncral thc dircctivc from thc Prcsident, a copy of thc log book, and the namc
of thc Director, Prcsidcntial Arvard for audit vcrilication and reporting in subsequent

l ear's audit report,
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312. Unaccountcd for Funds

The statement of reoeipts and payments reflects an amount of Kshs.5, 155,063,206 under
acquisition of assets which includes a payment of Kshs.29, 654,000 in respect of expenses lor
Kenya Future Leaders Programme. Examination of the supporting documents revealed that a
total of Kshs.22, 890,539 was expended under the future leaders programme. Howevcr, it is not
clear and the Ministry has not explained how the participants wcre identified and pickcd to the
programme and how the terms of engagement were determincd.

In the absence of supporting dooumenlation it was not possible to confirm the propriety of
expenditure totaling Kshs.22, 890,539. 313. lJnaccounred for l{ent

The statement of receipts and payments for thc year ended 30 June 201 5 reflects a use of goods

and services balance of Kshs.4,l11,729,340. Included in this figure is an amount of Kshs.l8,
966,912 paid in respcct to olfice rent, service charge and parking at tJtalii House. Examination
of the payment vouchers and supporting documents for Kshs.l8, 966,912 however revealed the
following anomalie s:

i. I'he contracl between the Ministry and Kenya Tourists Development Corporation has not
been availed for audit review to establish the terms and conditions applicable.

ii. The payment was incurred by thc Department of Ilducation while respective references

are to State Department of Science & 'l'echnology.

iii. The payment of Kshs.6, 322,288.60 of 7 April, 2015 was for rent of January 2014 to
March 2014. This amount had however not been listed as a pending bill in 201312014

financial year.

iv. Attached to the payment vouchers are duplicate invoices. No explanation has been

provided on thc whereabouts ofthe original invoices.

v. The rent lor the period July 2014 to f)ecember 2014 was paid in the month ofNovember
2014 while that of the prior period, January 20141o March 2014 was made in April 2015.
The above inconsistcncies have not been explained. Iurtlrer, rent for the pcriod April
2014 to June 2014 has not been accounted for.

ln the circumstanccs, the propriety ol'the expcnditure ol Kshs.l8, 966,912 on rent could not be

confirmed.

Submission by thc Accounting Officer

It was correct that the Statemcnt of rcceipts and paymcnts rellects an amount ol KShs.
5,I 55,063,206.00 undcr acquisition assets whicl.r includcs paymcnt of KShs. 29,654,000.00 in
respect of expenses lbr Kenya Fulure Leaders l)rogramme. Irurlhcr. it is true thal a total ol'KShs.
22,890,539.00 was expended on the programme.

1'he Kenya Future Lcaders Programme is currently known as the Greatness (G) Unitcd. In the
l;lY 201412015 budgct the Ministry ol' Ilducation (MO[.i) rccruited Volunteer Graduate

Year cnded 3dh Julc 2 15
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Assistants (VGAs) through a competitive process. This involved recruiting fresh university
graduates to apply through an advertisemcnl in the Daily Nation on 27th July 2014 by the Oflice
of Deputy Presidcnt since it coordinatcd publicity olthe programnre.

l'he number of volunteers who cxpresscd interest in voluntcering service online were 4,500.
llowever, many oflhem did not complcte their applications. 'lhosc who conrpleted applications
and were shortlisted were 1,700 applicants. Through a basic ctiteria used, the number of
applicants were reduccd to 1400, who wcrc then invited to take an online Situational Judgment
1'est (SJT) resulting to 1278 who qualificd.

The 1278 essay applicants were reviewed and through lurther filtering based on merit the
number was rcduccd to 400. Reprcscntativc selection criteria based on county oforigin and merit
was used to ensure inclusivity of voluntccrs lrom all counties.

T'he 400 applicants were invited to face- face-intervicws, but only 300 candidales availed
themselves for face-to-face interviews hcld in six sites nanrely; Nairobi, Mombasa, Kisumu,
Embu, Eldoret and Nakuru on 22nd August 2014, filtcring applicanrs to 200. The 200 were
invited for two-week training at Garissa [Jniversity and subscqucntly 134 candidates accepted
and showed up at the training. An addition 20 candidates in the waiting list were invited. The
final candidates who completed training wcre 150 on l2th september 2014. The following were
provided for reference:

. Copy ofcandidates in the waiting list

. Copy ofvolunteers selected and identified.

l'he terms of engagement as voluntcer was stipulated ir.r the advert stated they would volunteer
lor a period of one year. The KShs.(r, 000.00 stipend payrncnl was dctermined by the Steering
Commitlee mecting held on 14th April 2014 in the office of the Deputy President (minutes were
altached and relevant arca highlightcd). 'l hc successful VGAs werc dcployed in Kisurnu, Busia,
West Pokot, Nyeri, Machakos, Sarnburu and Kilifi counties.

A sumnrary on utilization of the 22.8M has bccn attached covering payments of stipends and
supply of G-United materials for thc volunteets. A detailed report was availed for review
including the follorving:

i. Mcmo Rcsponse to an Audit Qucry

ii. Youtli Voluntecr Programmc (ndvc )

iii. Minutcs of stecrirrg Cornnrittcc

iv. G-United VGA Cohort I Ccrtificarc

v. Daily Nation Newspaper Extract (l,aunch)

vi. Lists of applicants lntcrvicw in Kisumu, Nairobi, Eldorct, Mombasa, Nakuru and Embu.

vii. List of VGAs in thc waiting list Sunrnrary of 22.8M

T
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(--ommittee Obscrvation and Finding

'l'hc Statemcnt of rcceipts and paymcnts retlccts an amount of Ksh. 5,155,063,206.00 untle r
acquisition asscts which includcs paymcnt of Ksh. 29,654,000.00 in rcspcct of expcnscs lirr
Kcnya Future l,cadcrs l)rogrammc. 'I'hc Ministry cxpcnded krtal of Ksh. 22,890,539.00 on
the programme during thc ycirr under rcview.

Committec Recommcndation

l. 'I'he Accounting Ol'liccr should within three (3) months ol'tabling of this report submit
to the Auditor-( I cncral thc adycrtiscrnent and tcndcr docunrcnts and analysis on ho$,
money was distributctl bctwcen Cohorts, consumables and Directors for audit
vcrification and rcporting in subscqucnt ycar's audit rcport.

2. 'fhe qucry rcmains unrcsolvcd

313. Unaccounled lirr llcnt

The statement of reccipts and payments for thc year ended 30 June 201 5 reflccts a use ol goods

and services balance of Kshs. 4,111,729,340. lncluded in this figure is an amounr ofKshs.l8,
966,912 paid in respect 1o office rent, service charge and parking at Utalii IIouse. Examination
of the payment vouchcrs and supporting documents lbr Kshs.l8, 966,912 however revealed the
following anomalics:

i. The contracl bctween the Ministry and Kenya'l'ourists Development Corporation has not
been availed Ibr audit rcview to establish thc terms and conditions applicable.

ii. The paymenl was incurred by the Department ol'Education while respective relercncos

are to State l)cpartment of Science & Technology.

iii. Tlre payment ol Kshs.6, 322,288.60 of 7 April, 2015 was for rcnt of January 2014 to
March 2014. 'lhis amount had however not been listed as a pending bill in 2013/2014
financial year.

iv. Attached to thc payment vouchers are duplicale invoices. No explanation has been

provided on thc whcreabouts of the original invoices.

v. The rent ior thc poriod July 2014 to December 2014 was paid in the month of November
2014 while that of the plior period, January 2014 to March 2014 was made in April
2015. The above inconsistencies have not been cxplainecl. Irurthcr, rent for the pcriod
April 2014 to June 2014 has not been accounted for.

ln the circumstances, thc propriety of thc expenditure of Kshs.l8, 966,912 on rent could not bc
confirmed.

Submission by thc Accounting Officer

He responded as lbllows:

fear ended 3d' June 20t 5
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(i) In regard to the contract for rent belwccn lhe Ministry and Kenya Tourist Developmenl
Authority.'fhe copy ofthe lease agrecntcnt is altached for your perusal.

(ii) tt is true the Ministry paid Ken1,a 'l'ourists Development Corporation rent without a valid
contract. The contract has been redrawn retrospectively to cover the period. lsrsep. 20l3to
3l'r Dec 2016

(iii) A copy of the leasc agrcernent is attachcd and signed by the Pcrmanent Secretary- Srate

Depafiment of University Education. 'fhc rent payment relates to the State Department of
University but by then the nrinistry was onc and the administtative vote for paymenl ofrent
was retained under the State Basic Education when the Ministry was split.

(iv) Payments are done on a quarterly basis upon receipt of invoices. In a period where the
funds could not cover rent, partial settlemcnt were done with the original invoices, and the
balance paid at a later date, when funds arc available using copies oloriginal invoice and
vouchers. When invoices are ntixed up, settlcment ofsubscqucnt vouchcrs might have been
done before an old iuvoicc is settled.

(v) I"or rent due across tlte financial ycar's invoiccs are received in a subscquent period which
lalls in auother financial year and tliis could not be treated as a pcnding bill.

(vi) For the payment madc undcr the cxpircd corrtacl. The old contract rates were maintained
and these were carricd forward lo the new colttact.

Committec Obscn,ation and Finding

l. 'I'hc Accounting Officcr providcd satisfactory rcsponsc and documcnts to support the
rcsponsc to thc qucry.

2. 'I'hc Committcc marl<cd thc matter rvas rcsolved.

Committce Rccommcndation

Accounting Officers should at all timcs cnsurc thal rcquisilc contract including leasc
agrccmcnts arc in placc in linc rvith the provisions of thc Puhlic l,rocurcmcnt laws and
rcgulations bcfore m:rking any paymcnt to avoid rctrospcctivc signing of lcase agrecmcnts.

314. l-lndisclosed l'cnding llills
'l hc satcrnent of rcceipts and pavments rcflccrs Kshs.4. I I 1.729.140 undcr rrsc of goods and
sctviccs out o['rvhich ii pa]'lnent arnourlt ol'Kshs..l. 134.854 rvas paitl viclc payntent vouchcr no.
1255 dated l3 March 2015 lor cottsultarrcy sor-viccs carlied out on various'[eachers'fraining
('ollcgcs. lt was httwcvcr notcd l}om thc lcndcr nrinutes lhat thc consultancy scrvices had bccn
tenclcrcd lor in 2013i 14 llnancial yeal through nrinutc nur.nbcr 0912512013-2014. Ilowcver.
examitiation of thc pcndirrg bills lor 2014/2015 llnancial ycar rcvealccl that thc bill was not listc{
uncler pcnding bills. No satislactoly cxplanation was provided lor non-clisclosurc olthc pcnding
bill anrounting to Kshs.3, 134.854. Irulthcr. it rvas notcd that the riatulc olthc consultancy paid
lor could lravc bccn carried out b the Ministry's of ficials lrom thc c uality assurancc de artnlcl'lt

It,tr u,h,l ltl" .htu )ol:
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In the circumstances thc
ascertaincd.

propriety o1' expcnditure totaling Kshs.3, 134,854 could not bc

Submission by the Accounting Officer

FIe admitted that Shape Africa l-td, was paid Kshs. 3,134,854.00 for Consultancy Services on
issues affecting Teachcrs Training Collegcs.

He submitted that in the year 201l, a taskforce comprising of Ministry of Education officials,
SAGAs and a few principals of 'fTCs was appointed by the Permancnt Sccretary to look into
issues affecting l'eaoher -Iraining Colleges. The taskforcc complcted the exercise but ol1

submission of the report (Copy attached), it was felt that the work done was not exhaustivc
enough this necessitated a call lor technical assistance. Sharpc Aliica l-td was identified through
a competitive process to undertakc the exercise. 'fhe advertiscment and Minutes of l'ender
committees are annexed for audit review.

['le reported that the consullancy firm corrplelcd the exercise in the llnancial year 2012l13 but
payment was nol rnadc. l'he dclay in paynents was occasioncd by a technical hitch in the
procurement process. 1-he consuhanoy flnn l.rad been requcsted to cmbark on the exercise as thcy
awaited the contract to be signed by the Principal Sccretary - Minutes wcre attached.

The issue was resolved and M'lC rccommended that thc Consultancy should be paid vide
Minutes No.9l25/204. bu1 the Directoratc of Ilasic Education did not havc sulicient funds fbr
payment, so the documcnts could not be processed. 1'he payment was proocssed and paid in the

financial year 20l4ll5 when funds were available.

IIe regrctted that the paymcnt was not listcd as a pending bill ou,ing to the facl that there was a
technicality of supply chain managcmL'nt rccognizing unsigncd contraclual document which
result in invalid bilts.'fhis was latcr recoglrizcd after signing thc ooutract but could only be

settled when funds werc availablc in the subsequent period.

I{e reporled that the capacity has bccn inbuilt in thc Minrstry in thc dcpartment of quality
assurance which is clrrrently cornpctenl to undcrtake such assignments. Consequenlly. no

consultancy has been undcltakcn in this area on subsequcnt periods. M'l'C Minutes were

provided.

Committee Observation and Finding

l. 1'hc Ministry incurred a total of Kshs. 3,134,854.00 as pcnding bill payment to Shapc
AIrica Ltd for Consultancy Scrviccs on issues afl'ccting 'I'eachcrs 'I'raining Colleges

which was undcrtakcn in thc FY 2012/2013 and was nol listcd as pending bill in thc FY
201312014 but eventually paid in the tsy 201412013.

2. 'I'he cxplanation that was provitlctl by thc Accounting Officer rvas satisfactory.

Committec Ilecommendation

'l'hc Accounting Officer must ilt all timcs cnsurc thal thc cntity kccps completc financial
antl accounlin rcrrlrrls irrclurlilr cndin bills and devoirl ol anorrrirlirs irr corn liance with
Report on lhc lianination of he Reporl of lhe ,tuditor-Ae eml on the l inancnl Slatenentt lot thc Ndionel Govennenllot the
Year cnded 3( June 20t 5
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the provisions of section 68(2) of thc l'FM Act 2012 and that the corrcct financial and
accounting records are prescnted within thrcc (3) after thc close of the linancial year
pursuant to thc provisions of Articlc 229 ol thc Constitution of Kenya 2010 and Section
68(2k) of the PFM Act 2012.

315. Disbursemcnt of Infrastructure Grants

Thc statement of reccipts and paymcnts for the ycar encled 30 June 2015 reflccts acquisition of
asscls balance ofKshs. 5,155.063,206. Includcd in this figure is an amount olKshs. 609,g39,636
which the Ministry disbursed to cighty-ninc (89) secondary schools vide payntent voucher
number 0061 88 dated I 9 Junc 201 5 for infi astructurc ptogrammes. Although the Ministry
explained that thc targct secondary schools werc idcntified b1, the budget committee of the
Natiorral Asscrnbly in consultation with thc Natior,al 'frcasury and that the proposals wcre
forwardcd to thc Ministry through respcctivc Mcmbers of Parliament, this is contrary to thc
existing practice wherc the schools proposals are vcttcd by thc District/County Education Boards
which assess and vct thc proposcd projccts by the schools and approve thc budgets to be

lorwarded to the Ministry for lunding. I'he t)istrict/County Education boards also monitor ro
ensure that tlrc approved projects arc elliciently and economically irnplerrentcd.
Submission by the Accounting Officer

OIi this nratlct, tlrcy confir'm that the lunds welc disbursed to 89 schools after taking into account
the following;

i. Rcquests lronr stakeholdcrs arising out of public participatior'l by tlte National lreasury
and the Iludgct Cornmitlee of thc National Assembly. 't'he Ministrl, took into
consideration thc lists of schools in thc spirit of dclivering as one in government. This
was consiclcred in budget lorntulation and budgct allocation.

ii. 'l'he National Ireasury proposed to avail thcsc lunds through an AIE No. n79i807 but
the position was Iatcr changcd to rccognize thc budgct undcr thc Ministry as opposed to
having thc lund unclcr National Trcasuly.

iii. 'l'he initial list fror.n public participation as captured in raw fbrrr li'om could have uscd

Kshs 977.7M. 'l'hc rr.rinistry lurthcl liaised rvith county lield o{ficers to submir priority
ptojccts based on thc dcliberation of thc public participation arrd this sau, a revieu, of the
listed schools. with somc schools bcing choppccl ancl othcls addcd. and in sonrc cascs the
numbers of' schools u'crc cxpandcd.

iv. Sttbscqucntly the Ministry adoptcd thc rcconrrnendatiou ol'county fielcl officcrs on
schools to bc lundcd based on lhe nccds and plojccts to be in.rplenrcnted in specifrc
schools. 'l'lrc variation therelbre, of thc anrounts bcing allocated to individuals schools
rvas through a consultativc cflorl.

l'hc intcrvention lundcd 89 schools and so far a samplc o1' the llnanced sclrools dcpicts
improvccl cnrolrlcnt as a rcsult ofthc intclt,entiorr as shou,n in thc table bclorv.
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v. l-he ministry disburscd the Iunds using thc laid down procedure and issucd guidelines
through the field of,Education officcrs in the utilization and accountability ofthc funds.

vi. lteturns have boen reccivcd from these schools acknowledging the rcceipts ofthe funds,
indicating the lype of projec(s undcrlakcn, thc starus of project completion and suppo(ing
accourrting documcnts. l'hese documcnts arc availablc lbr audit verification

The following doounlents were availed for verification:

Report on the Exa ination olthe Rcpo of the tuditor-Ceneral on thc l:inancol Srareuents lor thc Nat;o;G;yernptenUo;i;--PeBe-357
Year cndetl J ,lurc 20t5
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i. Authority letter to incur cxpenditurc and plogramme ol activities approval both
explaining the _justification for the disburscrnent of funds.

ii. paymcnt vouchcr,

iii. list ofschools for disbutscmcnt schcdulcs.

iv. bank summaries.

v. acknowledge lettcrs for the rcceipt offunds,

vi. correspondence bctween National Treasury and Ministry of Education, criteria for
disbursemcrrt ol in flastlucture granls,

vii. circular to schools specilying the type of projccts to be trndcrtaken and conditions for
spending the ntoncy.

viii. initial lists of benclicialy schools fiom mcmbcls ol'thc fludget Comrnittec rejectcd by
the Ministry for not mcctir.rg tlie minimunr disbursernent crileria

Committec Obscrvation and Finding

Ministry disburscd to eighty-nine (89) sccondary schools vide paymcnt vouchcr number
006188 datcd l9 Junc 2015 a total of Kshs. 609,939,63 for infrastructurc programmes.

Committec Rccommcndation

'rhc Accounting officcr should rvithin thrce (3) months of tabling this rcport submit to
Auditor General thc disburscmcnt guidelincs and a brcahdown of howthe money was
utilized for FYs20l4/2015, 2015120161 and 20I712018 for audit rcview and reporting in
subscqucnt audit rcport

316. School Infrastructurc Improvemcnt (;rant

ljurtlrer, the statcrrient ol receipts and payments acquisition ol asscts balancc of Kshs.5,
155,063,206 includes an amount ol Kshs.2, 161.980.000 disburscd ro various schools lor
infrastructure developnretit. Ilowever. no criteria in support of how thc payments to various
schools rverc made wcrc availcd lbl audit and no rcturns on ho*'tlrc antount was utilized u,crc
availed for audit revicw. In thc circumstances, it has not bccn pclssiblc to cstablish the
authcnticit.v of tlrc expcnditLrrc totaling Kshs.2. I 6 I .980.000.

Submission by thc Accounting Officcr

Ile reported thal the critcria usctl lbr disbursenrcnt ol-grants to sccondary schools of Kshs.
i50,000,000.00; Kshs. 67.100,000t Kshs. (100.000.000.001 anci Kshs 29,000,000.00. wcrc as

proposcd through the public initiativc as compilcd by National -l'rcasury and submitted to thc
Ministly of Education through the lirrunr citccl in palaglaph 12. I his rvas put under thc projcct ol'
public initiative lor slrategic intcrvcntion infrastlucture pro.jccts funds lor 2014/2015 Financial
Year.
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He submitted that the cstablishment ol'the amouuts that was allocated to the individual schools
was a product that inclucles the Ministry giving technical advicc and channelcd thc schools and

stakeholders rcquost in the public forunr as the nrinistry operational guidelines in tlie

disbursement of grants.

The initial list as compiled through public participation was expanded to accommodatc other
needy schools that had already submittcd their recluests 1'or lunding. 'l-his was to ensure equitable

distribution of resources and diversity. 'l'he lirnds were disbursed and a circular issued through

the field ofTicers stipulating thc operational guidelines lor the disbursed grants.

Out of this fund 16.4M disbursed 1o secondary schools werc disbursed to secondary schools at a

uniform rate across board as per the Ministry operational guidclines for disbursement of
bursaries and grants.

He reported that with regards to availability ol returns and how lunds wcre utilized to thc

auditors, the individual schools have subrnitted acknowledgement receipts for receiving funds,

lype ol project undertaken and current slatus of project completion, supporting accounting

documents (payment vouchers. reccipts, delivcry notes tendcr award documents, invoices,

certificate of practical completion of the project). 'l'hcse documonts are available audit fbr audit

verification

Committee Obscrvations and Findings

Ministry disburscd to cighty-ninc (89) sccondary schools vidc paymcnt vouchcr numbcr
006188 dated l9 June 2015 a total of Kshs.2, 161,980,000 for infrastructure programmes.

Committec Recommcndation

The Accounting Officcr should within three (3) months of tabling this rcport submit to
Auditor Gencral the disbursemcnt guidclincs and a breahdown of how thc moncy was

utilized for FYs 2014/2015,21)1512016l and 201712018 for audit revicw and rcporting in
subscqucnt audit rcport

Othcr Matters

317. Budgctary Control and Pcrformancc

The State Departmcnt of Eclucation had a total budgct ol'Kshs.63, 980,377,089 voted lor the

financial year 201412015 comprising of Kshs.9. 739.007.073 lbr dcvelopment and Kshs.54,

241,370,016 lbr rccurrcnt votcs rcspectively. 1'hc budgct absorption in the dcpartlnent was as

follows: -

l lenr lludgetcd
Allocation
20 l J/201 5

Actual
2014t2015

I Intler

Absorplion
Absorption ln

Repol on lp Erumn. ion ol re Repor! oltlk luditot-Gcncral on the l,uuncrul Suteut:ntslor rfu Nanonal Govarnnenrlor the
lear ended 3dt June 2015
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Rccutrcnt 52,997 ,412,863.8
0

1 .243.957 ,t 52 98"

9.739,007 .013 7 .723,73t,867 .20 2,015.27s.206 79%

'lir 
ta I 63,980.377.089 60.721,144.73t .0

0

3,2s9.232,358 9s%

In view of the above, the Ministry managed 98% absorption on thc recurrent expenditure,
however, the Ministry lailcd to utilize Kshs.2, 015,275,206 or 21% of rhe developmenl budget.
Failure to utilize funds is an inclication of lack of adequate lacilitics ancl inlrastructure in the
education sector which may havc inrpacted on delivcry of quality education ro the Citizens of
Kcnya,

Committce Obscrvation and l-inding

Thc Ministry failed ttl utilizc Kshs. 2,015,275,206 or 21.,/n of its approved devclopment
budget.

Committec Recommendation

Thc Cabinct secrctary for thc National'l'rcasury should put in placcs mcasurcs to addrcss
mattcrs suclr as procurcmcnts dclays and IITMIS svstcms failurcs which impcdcd the
implcmcntation of approvcd budgct hy thc national govcrnmcnl cntities.

3l tl. District [ixpenditurc

I'hc statentent of reccipts and pal,nrcnts rcflccts a figulc ol' Kshs.20. (r21.012,830 under
'Iranslers to Other Govclnnrcnt []nits r.vhich includos Autliolitl, 10 Incur lixpenditurc (AIIis)
relcascd to District Iiducation Ol'ficcls (Dlit)s). Ilowcvcr. aurlit ol'clistrict cxpcnditure revealed
thc lollorving anonralics:

318.1 [,oima Sub-Countl'

318.1.1 [.]naccounlcd for Fucl

l)uring thc year undcl revicw. the l)cpaltmerit ol Iiducation. Lointa Sub-County, 'furkana

County madc three payments totaling Kshs.550, 000 to a firrr ir.r rcspecr of purchase of 4,650
liters of diescl. IIou'cvcr, no records inclutling fluel lcgistcr. clctailcd orclcrs and nrotor vehicle
rvork tickets were plovidcd lol audit revicr.v contrarl, 10 Scction 17. I .1 ol' thc Governmcnl
Financial Rcgulations and l)roccdurcs wliich rcquirc accounting ol'lrccrs to r.naintain up to clate

itlvcntory and stock control rccolds. Conscqucntly. thc proplicty ol'tho cxpenditurc olKshs.S55.
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000 incurred on fuel could not bc confirmed.
Submission by the Accounting Officer

He subnlitted that the luel clrawn was used to facilitatc local running o1'Sub County I)irector ol'
Education, supervision of schools, coordinating and transporting studcnts to various co-curricular
activity centre at the Sub County, County. Regional and National levcls i.e ball games and music
festivals.

The following copies ofdocumcnts were provided to account lbr fucl drawn and are available for
audit review.

a) Iruel register

b) Sampled Detail order others arc availablc for review.

c) Work tickets (Extracts)

d) Local Purchase ordcrs and invoices

Committee Observations and Findings

l. The Accounting Officcr submitted copics of documcnts to account for fuel drawn
including fucl register, samplcd detail ordcr, work tickcts (ll,xtracts), and local
purchasc orders and invoiccs.

2. 'I'he Committcc observed the query had becn rcsolvcd sincc thc documents had been
provided.

318.1.2 Irrcgular Cash Purchase

Information available indicates that the Department of Education. I-oinra Sub-County during thc
year under review made cash purchases totaling Kshs.392, 530. However, the purchases

exceeded the Kshs. l0,000thresholds for cntitics in class B in which I)istrict'freasury entities fall
contrary to the first schedule of the l)ublic Procurcment and Disposal Rcgulations 2006 and 2013
which limits low value procurenlent 1o Kshs. 10,000 on eaoh procuremcnt per item. The
department was therelbre in brcach of the law and rcgulations.

Submission by the Accounting Officcr

The cash purchase was due to the fbllowing challengcs whilc undertaking normal day to day
operations within Loima Sub-county.

The location of Loima sub-county Director's office is quite a distancc from Lodwar -I'own of
which all procurement activitics arc centralized. Duc to urgcncy ol'some items, following the
normal procedures would have caused dclays.

The department was laced with a challenge ofsuppliers ovcrpricing the items purchased through
various contract documcnts. Thc contract prices were quite high compared to retail prices hence.
no Value for Money givcn. It is in this regard with consultalions with the procurement
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dcpartmcnt the user was grantcd pclr.nission to putclrase low valuc itcn-rs in cash and rcserve high
value purchases to be procured using LPOs and I-SOs. nttached is thc request letter and letter
frclrl procurerlcnt office. [{equcst lcttcl ancl lcttcr fr<lrn procurenrent office wcre provided.

Committce Obscrvations and Findings

l'he committce obscn,ed thc quer)' had bccn rcsolvcd sincc the documcnts had Lrcen
providcd

Committcc Recommcndation

Thc Accounting officcr must at all timcs cnsure that thc cntity l<ccps complcte financial
and accounting records and providc all thc rcquircd documents to the Auditor General in
time pursuant to thc provisions of Scction 6tt(2) of thc PFM Act 2012 and that the correct
financial and accounting rccords arc prcscnted rvithin thrcc (3) after the close of the
financial ycar pursuant to thc provisions of Articlc 229 of the Constitution of Kcnya 2010
and Scction 68(2Xk) of thc PF'M Act 2012.

3 I 8.1.3 Unsupported Expenditurc - Co-curriculum Activities

During the year under re'iew. payments of Kshs.270, 000 and Kshs.l 30. 000 were made ro two
(2) olficers at the Districl Education officc. I-oima on 25 ar.rd 29 Junc.20l5 respectively. 'l'he

paynlents wcre in respcct of surrender ol inplest issued for co-curriculum activities which were
howevcr not supported with receipts and detailcd analyses to indicatc how the funds were
utilized, contrary to Section 10.6 of thc Govclnrlcnt Irinancial ltegulations and Procedures which
rcquire that all payment vouchcrs be suppoltcd by original docunrents. Cor.rsequently, the
propriety of thc cxpenditure of Kshs.400. 000 could not be confirmcd.

Subnrission by the Accounting Officcr ('o-curlicular activities inclr.rded Ball games, music
festivals and scout's compctition. 'l'hc pa1,p]sp1 was to cater for students' lood and rcfreshmenls
duting that tinrc. The lollowing havc bcen atlaclrcd to suppo( the above expcnditures. 1'he
money was payablc to KITPSIIA wl.to coordinatcd thc activitics. Copics ol' tho lollowing were
provided:

i. KEPSHA Dcmand l-cttcr

ii. Wyclitfc K. Kironget paynrcnt Vouchcr- 270.000/: - ir shorvs rcccipt paid to Kenya
Plimnry School I lcad 'l cachcrs Association Loir.na to facilitatc ball gamcs ll'onr zonals to
sub-county lcvcl. 'l-ogcthcl with studcnt lists.

iii. DEo Loima payulent vouchcr I.i0.000/-, - it shows lettcr ll.om CI)l: to sr.rpport co-
curricular activitics at (lountt'and l{cgional lcvel. budget and list ofsludcnts.

iv. Students list lor scouts at Munrias ancl Music lcstivals at Bungoma and Kisurnu.

t'. I)rogram lor national ntusic lcstivals at Kisunru.

vi. Iludgctary estilnatcs at Various lcr,cls

llr|'u,ltlhl.,\.lnntoni|lh!R!No||hc'-llklfu,.C!tlo.(llolh?l.ul,un'n,lStc,t"neffi
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Committec Obscrvations and F'indings

l. 'l'he Accounting officer providcd satisfactory explanalion and documents to the
Committee

2. Committec obscrved thc qucry had bccn rcsolvc<i sincc the documents had been
providcd

Committee Rccommendation

Thc Accounting Ofliccr must:rl all times cnsurr thal thc cntity hccps cornplotc financial
and accounting rccords and providc:rll thc rcquired tkrcuntcnts to the Auditor (icneral in
time pursuant to the provisions ol'Scction (rtl(2) ol thc l)FM Acl 2(ll2 antl that thc corrccl
financial and accounting rccortls arc prcscntcd s,ithin thrcc (3) aftcr the closc of thc
fintncial ycar pursuant 1o thc provisiorrs ol' Article 221) of tba Constitution of Kcnya 201 0
and Scction 68(21<) of thc l,F'M Act 201 2.

3lll.2'I'urkana Ccntral Suh-County

3I8.2,1 Unaccountcd for l'uel

During the year undcr revicw. an arrount ol Kshs .l, 376,984 was paid to a firm for the purchase
of 13,983 liters of dicsel in bulk. Uowcver, no luel rcgister, detailed orders and motor vehicle
work tickets supporting fucl usagc werc availcd lbr audit review. consequcntly, the propriety of
the expenditure of Kshs. l, 376,984 could not bc confirmed.

Submission by the Accounting Officcr

He admitted that Turkana central Districr paid Kshs.l, 376,984 to ogle l)etrol Station for
purchase ol 13,983 liters ol' diesel in bulk. 't'he ftrel was used to transport lood commodities
under the school fecding programmc. lJndcr norn.ral circurnstances the food is transported by
contracted transportcrs, during this tirnc they had withdrawn their scrvices owing to unpaid
debts. Due to the crisis that was onsuing in schools, thc County I.lducation lJoard rcsolved that
school heads approach individuals and school sponsors to transporl thc food for them and the
DEO to luel the vehicles. l'he I)llO then approachcd a contracted liel mercl.rant, Ogle Petrol
Station to provide fucl on crcdit and kr be paid oncc thc department rcceived firnds fiorn the
goverrunent.

I-le submitted that this arrangerncnt was based on the CEll's authority lo the DtiO to use part of
the AIE allocation meant fbl hirc ol'transport to pay thc fucl drawn on credit, aud the balance to
service the debt. Alongsidc thc privatc vchiclcs uscd. a GK lorry was also used to lerry food to
schools near Lodwat'as it was not in very sound mcchanical conclition. Please notc that at this
time the DEO l'urkana Central was also responsible lbr transportation ol'Ibod to t,oima District
schools.

The following documents arc available and copies were atlached for audit review as follows:

i. CEB minutes of Octobe r 2014

Repo on ,c tannatrn olthc Repo ol thc llnlitot-Gsnc l on the l.inancrl Starencnrs.[or rlk Nat@nul (;ovcrnDrnt lu, *, P6EE 56!
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List ofvehicles used and the amount of fuel drawn by each

DEO's request letter to the Petrol Station

Invoice

LSO

(-'omnrittcc Obscn ltions and l'indings

I. Thc Accounting Officcr in his subrnission provirlc tlrc ncccsslry documcnts including
CEI] minutcs of October 201,1, list of vehiclcs uscd and thc amount of fucl drarvn,
DEO's requcst lctter to thc l'ctrol Station, Invoicc and l,SO.

2. Thc Committcc obscrvcd thc qucry' had hcr:n rcsoll'cd sincc lhc documcnts had becn
provided

(lommittcc ltccommcndation

'l-hc Accounting Officcr must at all times cnsurc that thc cntity kccps completc financial
and accounting rccords and provide all thc rcquircd documcnts to thc Auditor Gcncral in
timc pursuant to thc provisions of Section 6ti(2) of thc l'F'M Acl 2012 and that the corrcct
financial and accounting rccords arc prcscntcd tvilhin thrcc (3) aftcr thc closc of the
financial year pursuant to thc provisions of Articlc 229 of the Constitution of Kenya 2010
and Scction 68(2k) of thc I'FM Act 20I2.

3l1i.2.2 I rregular Cash l)urchascs

Scrutiny of paymcnt rccords rcvcaled that thc dcpaltrrcnt ol l]ducation made cash purchases

totaling Kshs.539. 150 utich wcre abovc thc lou valuc plocurclncnt linrit ol' Kshs.l0. 000

allowed by thc Public Procurcnrcut and I)rsposal Ilcgulation ol'2006 and 2013. During thc santc

period. trvo (2) cash payrlcnts o{' Kshs. l 75. 000 cach u,ct c madc to trvo (2) supplicrs in respect

o1'lboci stufl storagc rcnt lbl sevcn (7) months. Ilowcvcr. no rcasorls wcrc provided for n.raking

paylnents in cash. ln addition. thcre \\,as no valuation rcport to indicatc l.row the nionthly rent o{'

Kshs.25. 000 rvas arrivccl at ancl liow thc ol'ficr: spacc was idcntificd. lrr"rthcr. no lease

agrcenrctlt rr,,as providcd lirl atrdit re'r,ic*,. ('onsctluelltl). tlie dcpartntcnt was in breach of thc

law.

Submission by thc Accounting Officer

IIe admitted that thc departnlent madc caslt purchascs. a total of Kshs.539. 150.00. Thc
paymcnts werc as lollows:

l. Kshs.350,000 was payntent ofrent for storage ol'lood lor school leeding programmc.
'l he renl latc o125.000 pcr nlonth was detcrnrincd and approvcd by the DEB in 2008.

l'ear cndc.l 30't'J Dc 2015
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2. Kshs.l89, 000 used purchasc lurnigants lor usc in thc lood stores. 'l'hc liunigants were
not among the goods advertised lor tender and thc department sought lbr pcrmission and
advice liom the procurcment officcr

The lbllowing documents wcrc provided lirr rcvicw:

i. CEB minutes of April 2008

ii. DEO's lettcr to the then manager/owncr of the slore s

iii. DEO's letter to procuren'rent olficer sccking lilr pcrnrission/advice

iv. Response from tlrc procurcment ol'ficcr

v. Invoice

Committcc Obscrvations and l-indings

l. 'l'he Accounting Officer in his submission providcr.t thc nccessary documcnts including
CEB minutos of April 2008, I)EO's lotler to thc then managcr/owner of thc storcs,
DEO's lettcr to procurcmcnt officer sceking lbr pcrmission/advice, Ilesponsc from the
procurcmcnt officcr, and invoicos to thc satisfaction of thc Committce.

2. The Committec Obscrvcd thc query had bccn rcsolvcd sincc the documcnls had bcen
providcd

Committce Rccommcndation

The Accounting Officer must at all timcs cnsure thal thc cntity keeps complcte financial
and accounting rccords and providc all the rcquircd docunrcnts to thc Auditor (ioncral in
timc pursuant to the provisions of section 68(2) of thc PF'M Act 2012 and that the correct
financial and accounting rccords arc prcscntcd lvithin three (3) aftcr the closc of the
financial year pursuant to the provisions oI'Article 229 of the Constitution of Kenva 2010
and Scction 68(2k) of thc PFM Act 2012.

318.2.3 unsupported Iixpcndituro on llcgional Primary llall Gamcs antl Music F-cstival
Audit levicw of cxper.rditure recorcls rclating to co-curricular activilics revsaled that anrounts of
Kshs. 204,452 and Kshs. 475,548 was paid to two (2) ollicers in thc l)istrict llducation Offices,
for regior.ral games, primary ball games anci regional rlusic I'cstival. Howcver, no supporting
information/documenlation to indicatc how thc trmoun[ of Kshs.680. 000 was utilizcti was
availed for audit revicw.

In addition, an amount o['Kshs.60, 000 was paid to an ol'{lccr irr respccr ol allowance fbr thrcc
(3) olficers attending a workshop in Nairobi and Kshs.l25. 000 to the District Education Officer
in respect of allowanccs for five teachers k) attend l llV/Aids Worksh<rps in Nairobi. I Iowcver,
no supportirrg documents. including invitation lettcrs. urotor vchicle work tickcts/bus tickcts and
certificates ofattondancc wcre availed lbr autlil rcvicw.
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Consequently, the propliety of thc cxpenditurc totaling Kshs.1165, 000 could not be confirmed.
Submission by the Accounting Officer

FIe admitted that the departmenl spent Kshs.204,452and Kshs.475,548 towards regional ball
ganres and music competitions. -l-he 

mouey was uscd to pay for part of transport expenses for
the sub-county tcams to Bungoma for music and Vihiga lot ball games. Thc mor.rcy was given
based on an agreed formula betwecn KEPSIIA and thc DEO wl.rcrc the DEO contributes 40% of
the budget ofevcry activity dcpcnding on thc availability of funds.

KSIIS 60,000 PAID TO 3]'U,ACIIIIRS

IIc admitted that Kshs.60,000.00 was paid 1cl 3 teachcrs to at(end 2-day exposure training on
testing, measurenrent and cvaluation. The teachcrs wcle paid a negotiatcd night out of Kshs.6,
500.00 for two days cach and KslTs.7, 000.00 each for transport.

KSHS. I25,OOO PAII) 1'O OF-FICIiRS TO A'I''I'IiND A WOITKSIIOP IN NAIROBI

Ilc admitted that Kshs. 125.000 was paid to 8 teachcrs to atter)d a FIIV/AIDS workshop in
Nairobi. The teachers wcre paid a negotiatcd rate ofa day night out of Kshs. 8,625 each and

Kshs. 7,000 fot transport.

1'he lollowing documcnts wcrc attached lbr audit rcvicw:

l. Bus tickets

2. I{equest letters lbr funding from KEPSHA

3. Acknowledgcnrcnt lctter frorn KEPSI-lA

4. I)aynrent schcdu lcs

5. Invitation lcttct'

Committec Observations and F'indings

l. Thc Accounting Ofliccr in his submission providcd the ncccssary documcnts including
bus tickcts, rcqucst lettcrs for funding from KIil'SllA, acl<nowlcdgemcnt lettcr from
KEPSIIA, paymcnt schcdulcs and invitation lcttcrs.

2. The Committce observcd thc qucry hnd bccn rosoh,ed sincc the documents had bccn
providcd.

Committec Rccommcndation

'l'hc Accounting Ofticcr ntus{ at all tintcs cnsurc th:rt thc cntity l(ccps contplctc [inancial
antl accounting rccor<ls an<l JrroYide all thc rcquirctl <locunrcnts (rl thc Autlitor (Jcncral in
timc pursuanl (o thc provisiotts of Scction (rll(2) of lhc I'1.'M Att 2012 and that thc corruct
financial irntl accounting rrcords arc prcsrntcd rrithin thrce (3) aftcr the close of thc
financial ycar pursuanl lo thc provisiorrs of Articlc 229 ol thc ('onstilrrtion of Kcnya 2010

and Scction 6tl(21<) of thc l)l'M Acl 2012.
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318.3 Vihiga County

318,3.1 Unsupported Expenditure on Supply ofGoods and Serviccs

Examination ol County Bduca(ion Office records revealed that an amount of Kshs.296, 000.00
and Kshs.294, 000.00 atl tolaling Kshs.590, 000 wcre made to two (2) suppliers. I lowever,
suppo(ing documents for these paymcn(s wore not availed for audit verification. ln the
circumstanoes, the propriety ol the expenditure amounting to Kshs.590, 000.00 could nol be

confirmed.

Subission by Accounting Olficcr

It was true that l:]xarnination of county Ilducation Of]ice rccords rcvealed that an amounl of
KShs.296, 000.00 and KShs.294, 000.00, a toral of KShs.590, 000 was paid to rwo (2) suppliers.
Kshs.296,000/: (Two hundred and ninety six thousand) was issued vide imprest warrant
no.l53 185 on 28th October 2014 and was used tLt pay 37 pan lime teachers for fbur (4) months
Flonoraria (July, August. Septernbcr and October 2014) at thc rate of Kshs.2,000/: (Two
thousand per month) each. 'fhe imprest was surenclcrecl vide voucher no. 64 captured in the
VBC on lOth November 2014 alter payingthemall on 6th Novcmber 2014.

Returns to the Directorate of Adult and Continuing l:ducation as well as the Human Resource
Director Ministry of Education were also madc. KShs.294, 000.00 was incurred through LPO.
An invoice was received and paid in respect o1'fuel. l'hc documents are available for audit
verification and copics werc annexed. Copies ol-the payntcnt voucher, imprest warrant and duly
signed F.O 79 fbrm wcre also attachcd for vcrillcation ancl ncoessary action.

Fuel register

Detailed orders

Motor Vehiclc work tickct

Committcc Obscrvations and !'indings

l. 'l'hc Accounting Olficcr in his subrnission provided lhc ncccssary docuncnts including
fuel rcgistcr, detailcd ordcrs, motor vohiclcs rvork tickcts.

2. The Comnritlcc obscrved thc qucry had beon rcsolvcd sincc thc documents had bccn
providcd.

Committec Ilecommcndation

'l'he Accounting Olliccr rrust ll all tinrcs ensure lhal thr cntity hreps complctr linancial
and nccounting retords and provirlc all thc rcquirerl tlorurncnls to thc Auditor (lcner:rl in
timc pursuant lo the Jrrovisiolrs ol'Scclion (rfl(2) ol thc l)1,'M Acl 2012 and that the corrcct
Iinancial :tnd irccounling rccords arc prescnlctl rvithin (hrec (3) aller thc closc ol' tht
linancial )'c:tr pursuant ttt tlrc pnrvisiorrs of Ar(icle 229 ol lbe (lonstitrrtion of Kcnva 2010
and Scction 6tl(2h) ol'thc l'l'M Act 2012.

l.

ii.

iii.

l'car enled 30h J ne 20li



318.3.2 Unsupportcd Fuel Expcnditure

Further, expenditurc on luel antounting to Kshs.272, 000 was uot suppo ed by fuel register and
wot'k tickets. I'herclore. the validity and authcrrticity ol cxpenditure of Kshs.272, 000 could not
be confirmed.

Submission by thc Accounting Officcr

It was true tl.rat expenditure on fucl anrounting to KShs.272,000 was not supported by fuel
register and work tickets. 1'hc lollowing docurrrcnts were availcd:

i. Fuel register

ii. Delailed orders

iii. Motor Vehicle work tickcts

iv. Provide any othcr docurllcrlt to support thc pulchase of luel ancl to show inventory and
stock control

Committec Obscrvations and Findings

l, Thc Accounting Officcr in his submission providcd the ncccssary documents
including fucl rcgister, dctailcd ordcrs and motor Vehicle work tickcts

2. Thc Committee observed thc qucry had bccn resolvcd since thc documents had becn
providcd.

Committec Rccommendation

'l'hc Accounting Olliccr mus( rl all (inrcs cnsurc thal thc rnti(\, l<ccps conrplctc financial
and accounting records:tnd Jrrovitlc all thc rcquircd rlocumcn(s to thc Autlitor (lencral in
timc pursuant to thc provisiotts ol Soction (rtl(2) ol thc lt!'M Ael 2012 anrl that the corrcct
financial antl accounting rccords:rrc prcscntcd uithin thrcc (3) aftcr thc closc of thc
financial vcar pursuanl to thc proyisiorrs ol'Arlirlc 229 of thc (hnstilution of Kenya 2010
and Section 6ll(2k) of thc I'l'M Act 2012.

3l ll..l Trans Nzoia ()ountl

318..1.1 l'rans Nzoia Wesl l)istrict

3l ti.4.l.l Cash Purchascs

Exanritiation oftccotds at thc Ministry ol'lirlucation in thc'l'rans-Nzr)ia (lounty lcvcaled that the
departmenl. procurcd 8l trophics lirl various activitics lbr Kshs.2l 1,740 ancl two hundrcd and
lorty two (242) text books liom various vcrxlors \\,orth Kshs.86.2l3 through cash purchascs
instcad ol'quotatiotls l'or conrpctitivc hidding contrary to l)ublic l)roculenrcnt and t)isposal
Regulalion ol 201:l anrl 2016.
Sintilarly, no docuurents r.vclc availcd to conllur that thc trophics rvcrc takcn on char.ge and
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entered in the departr.nent's storcs rccords. Consequently, thr: clcpal'tmcnt was in breach of the
law and it is doubtful if'thc stakcholdcrs obtair.rcd thc valuc ol their rcsources.

Submission by the Accounting Oflicer

It was true that Examination ol'records at the Ministry of f.,ducation in the trans-Nzoia county
revealed that the departmenl procurcd 8l trophies lbr various activities fbr KShs.2ll, 740 and
two hundred and forty-two (242) tcxt books fiom various vcndors worth KShs.86, 213 through
cash purchases instead of quotations lbr competitivc bidding corrtraly to I)ublic Procuremcnl and
disposal Regulation of 20 I 3 and 20 I (>.

The queries have since been adclresscd to the satisfaction of thc auditors.

i. Letter o{'clearance tonr Oflllce ol'Auditor gcneral rcf t.il-D |'|Z.WD'l/12/1512215

ii. Documents that were submitlcd for audit revicw

Committce Obscrvations and I,'indings

I' The Accounting Officcr in his submission provirlcd thc necossary documents including
lctter of clearancc from Officc of Auditor gcneral rcf ELD/I'ZWl)'l'll2ll1l22l1.

2. The Committec obscrvcd the qucry had becn rcsolvcd sincc thc tlocumcnts had bcen
provided.

Committcc Recommendation

The Accounting Officcr must at all timcs cnsurc that thc cntity kccps complete financial
and accounting records and providc all the rcquircd documents to thc Auditor Gencral in
time pursuant to thc provisions of scction 6ti(2) of thc I'I,-M Act 2012 an<l that thc corrcct
financial and accounting rccords are prescntcd rvithin three (3) aftcr the closc of the
financial ycar pursuant to thc provisions of Articlc 229 <tI lhe (lonstitution of Kenya 2010
and Scction 68(2k) of thc I'l-M Act 2012.

318,4.1.2 Bulk Fuel and Lubricanls Purchase

Dxamination of luel and lubricants rccortls cluring thc year undcr revicrr,. rsvealed that 8,226
litres of fucl worth Kshs.[i22, 123 wcre plocur-ctl by thc tlcpartnrcnt flom two suppliels.
Although the work tickets showcd cntries ol'Iircl tlrawn, no lircl registcr and detail ordcrs were
nraintainecl to indicate how the lircl was distributcd or utiliz.ed. In thc absence ofa fuel registcr
and detail orders i1 has not becn possiblc to conllrm rcccipt and issr-rc ol the lirel amounting to
8,226 litres. Consequcntly. thc propricty ol' the cxpenditurc ol Kshs.ll22, 123 could not be

confirmed.

Submission by the Accounting OI'Iiccr

It was correct thal exaurination o1'luel ancl lubricants rccorcls cluring thc year under rcview
revealed that 8,266 litrcs ol'lucl worth KShs.822, 123 werc procurccl hy thc departmcnr liom two
suppliers. Although thc work tickcts levcalcd cntrics ol'Iirel drawn. no lircl rcgistcr and dctail
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ordcrs were maintained to intlicatc horv thc fucl w.as distributed or utilized.
I'le ctlnfirnrcd tl.rat the qucries had sir.rcc becn adclrcsscd to thc satisfaction ol'thc auditors. -I'he

follou ing coprcs wcrc availcd:

i. l-etter of clearancc fronr Officc olArrditor gcneral rel liLD flZWD1.-/l2ll5/22/5

ii. Docunrcnts that rvcre subrritted lor audit revicw

Committcc Obscrvations and l'indings

l. The Accounting Officcr in his submission providcd thc ncccssary documcnts including
lcttcr of clcarance from Office of Auditor gcncral ref El,D ff ZWDT ll2ll5l22l5.

2. 'I'he Committce obsen,cd thc qucrl'hacl bccn rcsolvcd since thc documcnts had been
providcd.

Committce llccommcndation

'l'hc Accounting Officcr must at all tinres cnsurc thnt tlro cntity kecps complete financial
and accounting rccords irnd providc:rll thc requirc<l documcnls to thc Auditor (icncral in
timc pursuant to thc provisiorrs of Scction 6tl(2) of thc l'l'M Act 2012 and lhat thc corrcct
financial and accounting rccortls arc prcscntcd t,ithin threc (3) aftcr thc closc of thc
financial ycar pursuanl to lhc pror,isions of Articlc 229 of thc (lonstitution of Kcnya 2010
and Scclion (rlt(2k) of thc l'l M Ac( 201 2.

3l tl.{.2 'l'rans Nzoia East l)istrict

318.4.2.1 Ilirc of Privatc l)rcmiscs and l)a),mcnt of Officc Il.cnt in Cash

Iixamir.ralion ol'records indicated that thc Ministly ol'Education rcntcd olficc spacc lbr the

[)istrict l:ducation Officc at Chcbarus '['rans-Nzoia l]ast I)istrict. -fhc monthly rent for
Chcrangany/Cliebarus plot No.234 was Kshs.24. 000 per nronth lor threc (3) years fr.onr 3

Iebluaty,2010 and was incrcased to Kslrs,80.000 pcl rlonth with cfl'cct litru 3 Ircbruary 2015

as pcr thc agrccmcnt signcd. As at 30 .lunc. 20l 5 an anrount olKshs.l.784,000 had been paid as

rent for thc olllcc space.

ll could rrot bc cstablishccl how thc rcntcd plcnriscs wcrc iclcntificd givcn that no plocurenlent
docunrcnts wcrc availcd lbr audit vcrification thus contlavcning Sectron 17.3.I ol' the
(iovcrtrnrctrt lfinancial I(cgulations antl l)roccdulcs tlrat rcquirc all procurcrlcnt ol goods and

sctviccs bc nradc through opcn conrpctitivc tcndcrs or (luotzltions which arc subjcct tO approval
h1'thc approplialc tcnder board belirrc oldcrs arc ltlacctl.

ln addition. no cxplanation was provirlcd on ho\\'thc ar'nount o{'rent payablc rvas dctcrmined.
Irurthcr, thc ratiotialc of'rcnting a prcnrisc lur oI'llcc spacc whilc thc ncwly constructed District
Ilcadquartcrs ofliccs at Kachibora IJrban Ccntrc had vacant olliccs could not bc cstablishcd.
'l hc rent paynront rvas also clfcctcd thloLrgh cash and cash paid cxcccclod thc Iorv value
plocurentcrlt linrit o1'Kshs-10,000 allorvcd b1'I)utllic l)roculernent and l)isposal li.ogulations of

lLu tnLl ltl" hrn )01 i



2006 and 2013. Thc Ministry did not gct value for money by paying rcnt fbr olficc space instead
of using vacant Government olfices.

Consequcntly, the propriety ol lhe expcnditure ol'Kshs.l. 784.000 coulcl not bc confirmed.
Submission by the Accounting Ofliccr

It was true that the Ministry rentcd officc space lbr the DljO at Chebarus 'l'rans Nzoia Easl
District. The premiscs wcrc idenlillcd in 201 0 through the DEII. Minutes of adoption of the
premises are here atlached lbr your audit rcview and give thc basis to justily thc premises. 'l he

Ministry involved thc Minislry of l)lanning at all lcvels for valuation and advice on the amounts
to pay. Up to January 2015 Kshs.24, 000 prrr was thc agrccd rent and cndorsed by the valuations
and advisory liorn the Ministry of l-lousing.
'l'he landlord sought rcview ol'tl're rcnt payablc and we liaiscd with thc Ministry of l.Iousing who
relained the premiscs and advioe on tlre amount to bc paid as ronl of Kshs.8O. 000 per month
with effect from February 2015. 'l hc rcports liom the conccrned Ministry are altached for your
audit review. 'fhe Ministry moved out of thc pren.rises in thc subsequcnt periods whcn space was
provided within the goverruncnt premiscs.

Committee Obscrvations and Findings

l. Thc Ministry rentcd officc spacc lbr thc DIIO at Chcbarus'I'rans Nzoia East District at
Kshs.24, 000 pm. Ilowcvcr, thc landlord sought upward rcvicw of thc rent of Kshs.80,
000 pcr month with effcct fronr l,'cbruary 20I5.

2, The Ministry moved out of the prcmiscs in the sutrscqucnt poriods when space was
providcd within the govcrnmcnl premises,

3. 'I'he matter was markcd as rcsolvcd

318,4.2.2 Ilirc of Transporl and I'avments in Cash

The Ministry of Educatior, rnade paynrcnts to dillerent Ministry olficials totaling Kshs.932, 000
in cash for hire of molol vchiclc scrviccs. l'hc urotor vchicle was kr f-erry students lrom
Kipkcikei Secondary School to various vcr.rucs for cxtra oo-curricular activities. I-lowever, no
supporting documents were availcd lirr vcrillcation indicating thc procurcrnent ntcthod used in
sourcing for thc transport scrvices thus coutravcning Section 17.3.1 ol'the (iovernmcnt Financial
I{egulations and Procedurcs that rctluire all procurement of goocls and scrvices to be made

through open cornpctitive tcndors ol quotations which are subjcct lo approval by the appropriate
tender board befbre orders are placecl.

'l'he paymenl vouchers did not also havc thc requisite supporting documents attached to them

such as approved schcdule ol' partic iparrts ancl olficials, requisitions lrom uscr departmenls, local
scrvicc order, timetablcs and schedulc ol-cvcnts ancl vcnucs contrary to Scction 5.5,14(c) and (d)
of the (lovernmenl I;inancial l{cgulations and l)rocedures.
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In thc abserrce ol'supporting documerrts. it was not possible to confirnr wl.rether the hire of
transport services complied with the procurcmcnt regulations and as such thc propriety and
accuracy of the amount expcnded totaling Kshs.932,200 could nol be confirmed.

Consequently. the dcpartntcnt was in breach ol'thc law.

Submission by thc Accounting Officcr

It was truc tltat Kshs.932, 000 was spcnt in cash lirr hirc ol'motor vehiclcs to l'crry students to
various venues for cxtra- curricular activitics. l'hc district co-curricular planning committee in a
mecling held on l9th Dcccmber, 2014 rcsolvecl that two hcads associations KEPSI{A and
KESSI'IA co-ordiuate thc activitics and apply lbr thc funds. 'l'hc rninules arc attachecl also
identifics thc vehiclcs tltal wcre to bc uscd.

Tlie calcndar lor co-culricular activitics is also attacircd lbl casc of reltrcnce for i<icntification of
venttcs. l'hc funcls wcle takcn in czrsh antl dcpositcd with KIiSSIIA and KEPSIIA who issued a

receipt on thc same and accountcd Ior thc utilization o{'thc lunds. Rcceipts dentand notes on
amounts due arc also availcd lbr audit revicr.i,

Committe e Obscrvations and Findings

I. 'I'hc Accounting Officer in his submission providcd thc ncccssary documcnts including
calcndar for co-curricular activitics, KESSIIA and KI|,I,SIIA rcceipts and rlemand
nolcs on amounls duc rycrc availcd for audit rcvicrv.

2. 'l'hc Committcc obscrvcd thc qucrl, had bccn rcsotvcd sincc the documcnts ha6 bcen
providcd.

Committce ltccom nrcntlal ion

'I'hc Accounting Ofliccr mus( a( all tinrcs cnsurc (hal thc cnti(y kccps contplctc financial
and accounting rccttrds irnd providc all lhe rcquiretl tlocunrcnts to thc Auditor (icncral in
timc pursuant to thc provisions ol'Scction (rtl(2) of lhc Pl,-M Act 2012 and that thc correcl
financial and accounting rccords arc prcscnlctl ryithin thrcc (3) allcr thc closc of thc
financial ycar pursuirnt to thc provisions of Articlc 229 of thc Constitution of Kcn5,a 2010
and Scction 68(21<) of thc l'1,'M Act 20'12.

318.5 Wcst l'okot (buntv

318.5,1 [Jnsupporlctl lirpcnrliturc on (]o-(lurricular Activitics

I{ccords availccl lirl atrclit t'cr' icr.r ittdicalc that lhc ( or.lnt\, l)ilcctor ol' Ilclucation incurrccl
cxpenditurc ol' Kshs. 834.(XX) u'hosc supportint tlocurlcnts such as wrtrk progranrnrcs. caslt
rcccipts and cxpctrtliturc rctunrs \\crc not ar.ailccl l'or arrtlrt rcvicrv. In the abscnce ol propcr
stl;rportitlg tltlcttlrrcn(s. thc proprict)' ol' cxpcnclilLrlc totaling Kshs.lll4. 000 coukl not lrc
conllrmcd.
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Submission by the Accounting Olficcr

It was true the county I)irector of tsducation incurrcd expenditure of Ksh. 834,000 whose

supporting documenls such as work prograrnmcs, cash receipts and expenditure retlrrns were not

availed for audit review. Thcse docunrcnts are now available lbr rcview. Copies wcre attached

for verification as follows:

i. Vouchers totaling Ksh. 384,000

ii. Signed Schedules ofpayments made

iii. Calendar Ibr Primary and sccondary Schools co-curriculum activities

Committec Observations and l-indings

l Thc Accounting OlTiccr in his submission provitlcd lhc ncccssary documcnts including
vouchcrs totaling Ksh. 3t14,000, signed schcdulcs ol'Jr:rynrcnts nratlc, and calcndar for
Primary and socondary Schools co-curriculunr activities.

2. The Committcc obscrvcd the qucry had hccn resolved sincc the documcnts had bccn

provided.

Committee lLocommendntion

'fhc Accounting Olficcr must at all timcs cnsurc thnl the cntity kccps complctc linancial
and accounting rccords:rnd providc all thc requircd tlocumcnts to the Auditor Gencral in
timo pursuanl to thc provisions of Scclion (rti(2) of tltc l'l'M Acl 2012 and that tho correct
financial and accounting rccords arc prcscntctl rvilhin thrcc (3) after the closc ol' the

financial yc{r pursuant to the provisiorrs of Article 229 ol'lbe Constitution of Kcnya 2010

and Scction 68(2k) nf thc I'l'M Act 2012.

3I8.5.2 Irregular Idcntificntion of 'I'raineos

Available rccords indicatc that an cxpendil.ure ol Kshs.ll l, 382,839 was incurred on IC'l training

of 1,317 teachers. I lowever. no evidcnce was availed to confirm that the County Director ol
Education liaised with 1SC county directors in idcntilying tlrc three (3) teachcrs from each

primary school lor thc training as stipulated in tlrc unrclsrcncecl lstter datcd l9 March 2015 to all
county directors of ljducation. Consecluently. it has not bcr:n possible to confirm thc pLopricty of
expenditure totaling Kshs.3 l, 382,1t39.00.

Submission by thc Accounting Officor

The Counly Director of Education liaised with thc 'l S(l County Director of Education in

identifying the participant for IC'l' training. 'l hc Oounty l)irector 'l-SC was a member of thc

planning committec and is thc one who raised thc invitation lcttcrs to identified teachers. Copics

of the following were attachr:d fbr verification.

i. Minutes

Year ende(l 30\ J ne 2015



ii. Sarnplc Invitation lcttcrs to tcachcrs

Committcc Obse rvations and l'indings

l. Thc Accounting Office r in his submission providcd (hc ncccssary documcnts including
minutes and samplc invitation lcttcrs to teachcrs

2. 'l'hc comnrittcc observcd thc qucry had bccn rcsolvcd sincc thc <Iocumcnts had been
providcd.

Committec Ilccommcndation

The Accounting ()fficcr must ut all tirncs cnsure th,rt thc ontity kccps complete financial
and accounting rccords and provide all thc rcquircd tlocumcnts to lhc Auditor Gencral in
timc pursuant to lhc provisions ol'scction (rti(2) of (hc l'FN4 Act 2012 and that the correct
financial and accounting lccords arc prcscntcd rvithin thrce (3) aftcr thc closc of thc
financial ycar pursuant to thc provisions of Articlc 229 of thc Constitution of Kcnra 20t0
and Section 68(2k) of thc l'liM Acl 2012.

318.6 South Pol<ol C'ountl
318.6.1 [Jnsupporlcd lixpcnditure on Various Schools' Activitics

ILecotds nradc availablc lbr audit rcvicr,v indicatc thal the I)istrict l.ilucation O1'llccr incurred an
expenditurc ol' Kshs.57l.752 wltosc sr.rpporting documcnts such as work tickcts, invitation
lctters. progranttnes. travclling tickcts and reports wcre not ar,ailc{ lirr audit rcvicw. In tlic
absence ol supltortinq clocurlents tlic prol)ricty of cxpcntliture totalling Kshs.57l . 752 coulcl not
bc confirmcd.

Submission by thc Accounting Officcr

lt was true that l)istrict I]clucation Olficcr incurred an cxpcncliturc of KShs.571, 752 whosc
supporting documcttts such as work tickcts, invitation lcltcrs. proglat'l]t.r.lcs, travelling tickets and
reports wcre not availed lor audit rcvicw. I'lris was becausc during the time of audit revicw
2Ol4'2015 school co-curricular activitics welc still ongoing and thus sornc olthe docurnents had
nol been sutrcncletcd. lhc supporting clocurlcnts rvclc availccl litl auclit rcvicw and copics arc
attachcd for audit rcvicri.

l.

ii.

iii.

iv.

Copics ol'r'ouchcrs

[]us f ickcts

Work Iickets

Asscssr.r.rcnt rcports

r'. [)rogtaruntcs

(irmmittcc Obscn,ations anrl l'indings
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1. "l'hc Accounting Olficcr in his submission provirlcd lhc ncccssary documcnts including
copics of vouchcrs, bus 'l'ickets, rvork tickcls, asscssmcnt rcJrorts and programmcs.

2. 'l'he Committcc obscrvetl the qucry had bccn rcsolvcd since thc documcnts had bccn
providcd.

Committe e Rccomme ndation

Thc Accounting Olliccr nrusl at all tinrcs ensure lhal thc entitv kceps completr financial
and accounting records antl providc all thc rcquiretl docurncnls lo thc Auditor (ieneral in
timc pursuant to thc provisions ol Scction 6tl(2\ ol' thc l'1,'M Acl 2lll2 and that tho correct
financial and accounting recorrls arc prcsented rvithin thrcc (3) atter the closc of the
financial ycnr pursu:rnt lo lhc Jrrovisions ol Articlc 221) ol' lhe (lonslitution of Kcnya 2010

and Section 6tl(2k) ol'thc l'l'M Act 2012.

319. Current Grants, and 'I'ransfers to Government Agcncies and Other Levcls of
Government
As reported in 2013/2014, included in othcr grants and trans['crs ligure of Kshs.

67,003,247,753.00 undcr note l2 to the financial statemenls is an amount of Kshs.

65,369,305,403.00 in rcspect o{'cuncnl grants and translers to govcrnmenl agencies and other
levels of government. Incluclcd in Kshs. 65,369,305,403.00 are disbursementstotalingKshs.
2l ,524,382,508.00 to scvcntccn (17) sampled Universities and other government agencies out of
which Kslrs. 21,392,812,896.00 was confirmed reccived as at the dalc of this report. 'l'he

resultant variance of Kshs. 131.569,612 has not been oxplaincd or reconciled. A review of the

disbursements status in.lanuary 2016 indicated that thc variance ol' Kshs. I 3 l, 569,612 remained
unreconciled as at the date of' this repo(.
Consequently, it has not becn possible 10 asccrtain the accuracy and validiry ofthe disbursements

of Kshs.65, 369,305,403.

Submission by thc Accounting Officcr

It was true that the statemcnt ol'receipts and paymcnts lor 201312014 financial year retlects
Kshs. 67,003,247,75 3.00 undcr grants and transfers to other lcvcls of governmenl. Included in
the Kshs.65,369,305,403.00 are disburscrnents totaling Kshs.21,524,382,508.00 to 17 sampled
universities and other govcrnn'rent agencies ou1 of which only Kshs.2l,305,546,361.00 was

confirmed received. T'hc rcsultant variance of Kshs. 2l tl. 836.147.00.

The variance ol'Kshs. 21t|,836,147.00 was occasioned by inaccuracy in reporting by some

institutions and unconIirmed rcturns. 'fhc status ofthc confirrncd figures is as per the table hcre

below: -
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24It.067.100
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dcvclopntcnt. PALJSTI and

opcn univcrsity

Included thc June 2013

capitation that was received

carly .luly to the capitation
l'or 20lll20l4

'l'he college has confirnred
Kshs.2(r5,362,500 lettcr
ctJCK/A/6((A) VOL.V/30

(lonllrm receipt of Kshs.3.
314.067.367.00 through
lcttcr
ttcf: MtJ/FIN/PS/VOL.6(38)
I)aterl 4 
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clishurscd to Rongo
IJnivcrsily college
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0l 06

01il

0l 05 Laikipiatl 516,429.550

ntv

DedanKi

mathi
5 12,5ti0.650

Univ. Of
Eldorel

I .14tt,i54.000

(8.240,32tt) Mixed CBA receipts lrom
JAII with those fiom the

Ministry

lirrol liom thc institution

524.669.878

(5.00 )

512.5ti0,655

(42,8ti 1.35) 'l'ho college has confirmed
Kshs I ,148,353,999.95 leuer
LJoli/VC/MtrS'l'/63

l . l4ll.i96.tilil .i 5

'l'o(nl 5,771,1tt5,600 5,til 6,50 t ,378 -{5,-r l5,77tt

Committec Obscrvations and I,'indings

l, -fhc Accounting Officcr in his submission providctl thc ncccssarry documcnts including
explanation for thc rosultanl variancc of Kshs, 218, 836,147.00
which was occasioncd by inaccuracl, in rcporling hy somc institutions and
unronfirnrcd rctu rns

2, Thc Committce obscrvcd thc qucrv had bccn rcsolvctl since thc documcnls had becn
provided.

Committec Rccommcndatiorr

'Ihe Accounting Officcr must at all timcs cnsurc llrnl thc entity kecps complctc financial
and accounting rccords and provide all thc rcquired docunrcnts 1o thc Auditor Gencral in
timc pursuant to thc provisions of Soction 6tl(2) of thc I,l-M Act 2012 and that thc correct
financial and accounting rccords arc prcscntcd within thrcc (3) attcr the closc of thc
financial year pursuant to thc provisions ol Articlc 229 ol' tha Cons(itution of Kcnva 2010
and Section 68(2k) ofthc Pl'M Acl 2012.

DONOII F'lJN t)IiD Ptto.t riC'I'S

EDUCAI'ION III PITO.IE(]'T S'I-III.]N(;'I'IIIININ(] ANI) I.]XPANDIN(; ACCIiSS TO
APPltOl'tilA't'E SI,CONDARY rit)tJCAl'ION ANt) SKILLS ACQLI tSt'r'tON (pR()JltC't'
N0.P-KI!,-tAZ-00t )
Basis ol' Adversc Opinion

320. Unsupportcd Ponding Ilills
'l'he (lovcrnment ol'Kcnya and Aliican I)cvclopnrcnt lrund (ADlr) signccl an agrecnlent on the
inT plemcntatiorr ol'the Strcngthcning ancl l:xpanding access to nppropriatc Sccondarl' lrducation
and Skills Acquisition Ploject (ircdit No. I,-Kli-lAZ-001 on -l Junc 2004. 'lhc l)r'o.|ect was to
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initially conrc to an cnd on 3l l)eccmhcr 2012 but was cx(ended to April 2013. alter which no
expenditure rvas supposed to have bccn incurrcrl on thc project. I lowevcr, scrutiny ofthe proiect
docunrents/inlbrmation availed lbr audit rcvicw, indicalcd that therc arc pcr.rding bills totatling
Kshs.166, 054.891 as disclosed iti notc 9 to the Iluarrcial statcmenls. 'l'hc pending bills are as
analyscd below:

Kshs.
I'otal requircment 1'or cxtra./specialist works 60.245,513.67
Funds for water tank platlorms (Kshs.300. 000 per school for' 350 schools) 105.000,000.00
Amount not yet disburscd from oliginal contracts 33 ,561 ,923J7
Less amourrt disbursed h 201312014 (32,752.545.70)

'l otaI perrtling b ills I 66,r)5{,89 I .7{

It u'as not clear arrd managcment has not cxplainccl rvh; thcsc bills werc not discloscd before the
end ol'thc extcnsion period ol'April 2013. It rvas [iu'thcr notcd tlrat thc bulk ol'thc pentling bills
is on walcr tar.rk platfornrs lbr' 350 schools at a cost ol'Kshs.300. 000 totaling to Kshs.lO5,
000,000. 'l'he ntanagemcnt has also no1 explaincd ho',v thc cost of Kshs.l00. 000 pcr water talk
platfonl was arrived at.

ln addition, it's ttot clcar whcn and il'llic cxtra lirnding on valicd works wclc approvcd as no
evidence of such a;lpl'oval was availed lbl auclit rcvicw. In thc circulrstances. it has rrot been
possiblc to cotrfirtt.t that pending bills anrounting to Kslrs. l(16.054.U91.74 arc r1adc in the best
interest of thc stakcholdcrs and il'it is a propcr charge to thc public r.esout.ces.

Submission by thc Accounting Officcr

a) Pending llills

It was trttc that thc total amount of pentling bills is Kshs.l(r(r. 054,891 .74 as indicatcd in the audit
rcvicw rcporl.
Thc non-cliscloscr ol'the pcnding bill rvas lcglcttable. l'his rvas canicd lirnvartl as somc pr.oject
activitics wcrc still ongoing for ncw schools which wclc llot irr thc original list ol the initial
contract but wcre adclcd latcl in thc nc',v phasc alicl Ministry rcclucstcd lirr thc cxlcnsion of the
contlact cnd pcriod datc and additional Iunding (scc attachecl docuurcnts litr arrdit lcview.
Furthct. sottrc cotltractols lor schools tllat \\'crc in the initial phasc had not dclivcrcd thc iterns to
conlnlcncc works at the school lcvcl atrcl citcd varior:s challcnges and thcrelirrc rccluestcd lor the
extctrsion ol variccl datcs fbr delivcrl' ol'ilcnrs. Hcncc. projcct activitics lor such schools wcre
incompletc at the cxpiry olthc initial and alicr the cxtcndcd cotlll.acl cnd ltcriocl datc.

According to intcrltal audil rcport on thc status ol'thc pcnding bills, thc bills fur conrractors lor
somc schools wcrc rcvierved and lecorrrncnclctl lirr pal nrcnt whilc othcrs rvcrc recontnrcndcd for
lurthcr investigation to conlilm the acttral anrounl o\\,cd Lo conttactors lor eaclt school beforc
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payment can be done. I wish to state lhat thc Ministry is going to takc neccssary stops to pay the
approved contractors bill as soon as funds arc madc available by the National Trcasury and also
investigale non- approved bills and make paymcnts later aller clearance by the auditors

It was also true thal the bulk ol'thc pcnding bills is on watcr tank platlbnns lbr 350 schools at a
cost of Ksh. 300, 000.00 per school totaling to Kshs. 105.500,000.00. I Ie statcd that the cost ol'
the water tank platform was arrivcd at based on guideline on standard conoretc platforrn design
and corresponding bill of quantity (BOQ) developcd by thc Ministry for tank base procurement

that was approved by AfDIS and the Ministry.

The Ministry also issued a guideline, drawings and priced IIOQs for construction of three water
tank platforms in the 350 secondary schools undcr the l.]ducation III Projcct to all County
Directors ol'Eduoation, all District Education Olficcrs and all Principals o{'Education III projecl
schools.

On the approval ol'tlre exlra fturding on variccl works, I wish to statc that the additional funding
was approved by thc AIDI) and thc Ministly ol' on.ritted/varied works as per the attached

schedulc for 94 schools totaling to Kshs. 166.054,t191.74 (see attached document). In addition.
the Afl)ll and thc Ministry agreccl tl.rat the works on thc consttuction of water tank platlbrm was

to be lirll contract attd u,as to be awardcd as pcr thc requirclnents of the guidclinc at thc school
level that allowod a variation of l57o altcr applying and obtaining a No objcction for the l5%
variation on thc coutruct sunr for schools that had two (2) contractors. l'hc schools that had full
contract Iess than Kshs.2,000,000.00 werc to infblnr l)(lU to cnable tlie Ministry seek ar"rthority
from the bank for schools to undertakc local tcndcring.

Committe o observzrlions and F'indings

l. 'I'he Commiatce no(cd that thc rlocumcnts had bcen availcd to the auditors and
vcrificd.

2. 'l'he C-onrmittcc nr:rrked the nr:rtter as lcsolvetl.

Committcc ltccommendation

Thc Accounting Ollicors should al all cost lvoid incurring pcnding bills in any linancial
year since any pcnding bill lbrnrs a lirst chargc in thc srrbscrlucnt financial ycar's budget
thcrcby impcding snrooth implcrnontation ol thc subscqucnl budget.

321. [)nsupportcd lleccipts nd l)rymcnls in Stxtomont ol'Cash l,'lows

The statcurent ol'citsh llow lirr thc I'eal cnclccl i0 .lLrnc 2015 r'cllccts Kshs.2.580,000 under
procceds liunr domcstic antl lbrcign grants and othcf pa),I)]ent ol Kshs. 1,304.917 whilc thc
statcmcnt ol'r'cccipts and paynrcn(s rcllccts Nil transactiorls in both 2013/2014 and 2014/2015
financial ycars. 'l hc projccl Inanagcnrcnt has not ploviclccl cxplanations lirr thc atrovc anontaly.
In the circturstanccs it has not bccn possiblc to ilsccrtaill thc validity antl accuracy of' thc
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statement o[' cash llorvs lbr llrc )/car crrdcd 30 .lune 2015.
Submission by thc Accounting Ofliccr

It was truc that thc statcntcnt o1'cash llor.v lbr tllc ycar cndccl 30th Junc 2015 reflccts Kshs.
2,580,000 undcr plocccds lronr domestic and hrrcign grants and other paynlen( of Kshs.
|,304,917 whilc thc statcrncrtt of rcccipts and pavnrcnts rcllects Nil transactious in both
201312014 and 201 4/201 5 linancial ycars.

These wete payntents /cxpcnditures Ibl schools pcrtaining to prcvious years but had not been
submitted lor our inclusion in the statcurcnts. IIowcvcr, tlie salro l.rad bccn included carlier
accounts as reccipts atxl subscqucntly reflcctcd as rcccivablcs in the plcvious ycars. T'hercforc,
recording thcm as lcceipts again would havc amourrtctl to tloublc accounting.

Committcc obscrvation and Finding

'I'he Committcc obscrvcd thc mattcr as rcsolvcd sincc thc pro.jcct had long bccn closed

Committcc Rccommendation

'l-hc Accounting ()lliccr ntust at all tinrcs cnsurc that (hc entitl hccps completc linancial
and accounting rccords antl providc all lhc rcr;uircrl dotunrents 1o thc Arrditor (iencral in
time pursuanl to lhc provisiorts ol Scclion (rtl(2) of thc l'l'Nl Acl 2012 irnd thlt lhc corrcct
financial and accounting rccolds are prcscnletl lvitllin thrrc (3) after thc close of the
financial Ycar pursuanl t0 thc proYisi0rrs of Arliclc 229 of thr: ('0nslituli0n of Kcnva 2010
and Scction 68(2k) of thc l'FM Act 2012

322. Unrcsolvcrl l)rior lc:rr issues

322.1. Non - I,-inancial .\sscts

ns reported in thc prcviotts t'cals. tlre cumulativc balancc ol'norr-liuancial asscts ol'Kshs. l.
(146,113.939 excludes asscts totalling Kshs. l. 594.ti9tl.i0(; onrittcd lionr thc linancial starcnrents.
It is not clcar arrcl thc nranagcn.rcut has not explaincd u,h)' asscts rvolth Kshs.l, 594,898,106 arc
omittcd from thcsc llnartcial statcnlcnts. In thc cilcumstanccs. it lras nor bceu possible to confirm
thc accuracl' and cotuplctcttcss of thc rron-llnancial asscts cr-rnrulativc balalce of Kshs.l.
646,1 3 r .939

Submission bv lhc Accounting Olllccr

It was tluc that thc cutttulittivc balancc ol'non-linancial asscts ol'Kshs.1.64(r.113.939 cxcluclcs
assets totaling Kshs.l. 5 9'.l.ll()lJ.-10(r orrrittccl filnr tltc llnancial statcntcitts. ['hc asscts in qucsri()1
wcrc tleatcd as cot'tstuttablcs thctclirrc not inclutlcti ir) tllc ilsscts and liabilities.-l-hc ntirristrv
agrees that therc rvas an orrission and rcglcts tlrc anontaly.

Committe e Obscrvation and !'inding

'fhc Accounting olficcr failcd to prcparc in tirnc comprchcnsivc assct rcgistcr n,ith a
completc assct listing as requircd under l{cgulation 143 of thc I'l'M (National Govcrnment)
Ilcgulations 201 5.
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('onrmittec Ilcroln rne nrlat iorr

'fhc Accounting Ofliccr should cnsure at all timrs that thc cntitv prepare in timc
comprchensive assct rcgistcr with a complcte assct listing as rcquircd undcr Regulation 143

of thc I'FM (National Govcrnmcnt) llcgulations 2015.

322.2. Unaccounlod lbr Asscts * I,hotocopy Machincs

As reported in tlic previous yeals. ar.l autotrnl of Kshs. 16. tt7tl.000 u,as paid lo a [-lrm to transport,
install and train on thc usc ol'374 photocopy rnachincs to various sccondary schools. IIowever,
no confirmalion of rcccipt of thesc scrvices by tlrr: bcncliciary institutions was availed fbr audit
verification. In addition. a list of pcrsonncl trainctl on ths usc ol thc photocopying machines was
not availed lbr audit vorili:ation. l;urthcr. althouglr door-rrr.rcnts in support ol'thc payment indicatc
that 374 machincs wcrc dispatched, thc nurnbcr r> f' bcncllciarics was indicatcd as 350 institutions
thereforc leaving a balancc' o1'24 rrachines worth Kshs.l. 071 ,240 unaccounted lor as at the datc
of this rcport,

Submission by thc Accounting Ol'liccr

11 was true as indioated in llic audit rcporl lbr turaccountcrl li)r asscl.s undcr photocopy nraohincs.
-fhe machines werc distributccl by tlrc contraclccl lirm (Copy (lat l.tcl) initially to 341 out of
targeted 374 secoltdary school r.rsing delivery noles that wcre reccivcd at thc school, stampcd
with school official rubbcr. tramc of rccciver. national iclcntity carcl nunrbcr and signature as an

acknowledgtnent fix thc rcccipt ol' machincs. Ilcncc. the schools did not writc another
ackttowlcdgcmcnt rcccipt. Ikrwevcr'. this can bc lbllowctl ivith scliools and submitted later if
necessary. 'l'he delivcry ttolcs I'or cach school are available at thc Ministry headquarter lbr audit
verification (sec attachccl samplc Ibr St. ComboniAmakuiriat Sec. School,

The Ministry has also contactcd tlic supl;licr ol' thc photocopy ntacltines 1o avail the list ol
persorulel trained on thc usc ol- nrachincs and relcvant clocurlcnts will bc availcd later lbr audit
verificalion.

Committce Obse rvations ancl I,'indings

L Thc Accounting Ol'ficcr in his submission providcd thc ncccssary documents including
delivcry notcs for cach school and conlnclcd thc supplicr of thc photocopy machincs to
avail thc list of personncl trained on thc usc of machincs and rclcvant documenls

2. The Commillee obscrvcd the qucry hatl bccn rcsolvcd siucc lhc documcnts had bccn
providcd.

Commitlcc lleco m nrcn dation

'I'he Accounting ()lliccr must al all timcs onsurc tlr ( thc cntity kcops complctc financial
and accounting rccords :rnd provide all the rcc;uircd documents to thc Auditor (icneral in
timo pursuanl to lhe provisiorts ttl Seclion (rll(2) of thc l'1,'M Acl 2012 and that the corrcct
financial and accounting rccords :rrc prcscnlcd within thrcc (3) aftcr the closc of tho
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financial year pursuant to thc provisions of Article 229 of lhc Constitution of Kenya 2010
and Scction 68(2k) of thc I,FM Act 2012.

322,3. Furniture, llooks, Computcrs and Othcr Equipmcn(

Further, as reportcd in thc prcvious ycars, goods worth Kshs.95i.970..i60.35 werc procured for
distribution to various lcarning institutions. 'lhcse goods incluticd fulniture, books, machines,
conlputcrs and other cqui1rmcnt. Although thc Ministry has nraintainccl thc distlibution list at the
Ministry's Headquartcls. uo coufirmatiorr ol reccipt by thc bcrrclicitrrics rvas availed for audit
verification as at thc date ol this rcporr.

In addition, includcd in thc atrovc anrount arc Kshs.44. 445.:i95.70 ancl Kshs.5, 516.000 for the
supply of 15,267 two-seatcr school dcsks and stolagc boxcs lcspcctively kr nonformal learning
institutions mainly in tnajor urban ccntrcs. llowcvcr', Iirll dctails ol'thesc institutions including
their contacts and physical locations wcrc rlot availecl for autlit vclillcation, In the circumstances,
it has not been possible to ascortain il' thc asscts wolth Kshs.95i. 970.i(r0..15 were actuallv
reoeivcd b1, the intcndcd bcncllciaries.

Submission by the Accounting Officcr

It was true tl.rat tl,c goods unclcr thc pro.icct compolicnt incluclccl ILrniturc, books, machines,
computer and other equipnrcnt. 'l'he goods rvcre issuccl to bcncliciary schools to the Principals or
(heir representativcs who countcr who countcrsigncd signed ltrlnr S I I (lountcr Requisition and
Issue Voucher, indicated thcir nanrcs. natioual idcntity card rrunrbcr. clcsignation and TSC
nunlber. l'his was treated as acknorvlcdgcr.t.tcnl <ll lcceipt ol'goocls anrl thc principals were not
askcd to wrile another acknorvlcdgcnrcnt rcccipt. rvhich can bc ltloviclcd latcril'ncccssary... Copies
of the lollowing docutnenl.s lkrm thc Ministry licadquartcrs wclc availcd lirr ar,rdit verification:

l. Fornr S I 1 - Countcr Ilcquisition and Issuc Vouchcr Iur sturicnt lockcr.s:

2. Irorrn S I I Countcr llcquisition and lssuc Votrchcr li.lr stutlcnt chairsl

-i. Form Sl I Countcr l{equisition and lssuc Vouchcr laboratory. stool;

4. []orrl S I I Countcr Rcrltrisition and lssuc Vouchcr printcr ancl lonncr

5. Iiolnr S I I ' Countcr I{cquisition and Issuc Vouchcr. tcxt books (Maths , Biology);

6. liornr Sll Ciountcr Ilcquisition ancl Issuc Vouchcr lirr lliological ccluipnrent and
cliemicals:

7. I"orrrr Sll ('ountcr llcqLrisition aud Issuc Vouchcl lirr ('lrcnristrl rrcu chenristry kit.
(-'hcmistry chalt. pcliodic tablc and I)h_y-sics kit);

IJ. Irornl Sll (loutrtct llcquisition atrd lssLrc Vouchcr lirl lcarnirrg support rnatcrials such
as Mathematics tablc, black boalcl rulcr. black board plotrirctors. black board conrpasses,

black board set squarcs. ntoclcl lbl globe, clicc lor teaching) (stuilcnt lockers and chairs:

9. I-ist ol Iaboratory cquipllcnt and chcnticals providcd to schools.
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On the supply of 15,267 two-seatcr schtxll dcsks and storage boxes rcspcctivcly to non-formal
leaming institutions, I wish to state that thc goods were procured and issucd to Directors of the
institutions who countersigned li'ornr Sll - Countcr l{cquisition and Issue Vouohers fbr student
desks 2 seater, assortcd text books, and storage oabinet 1o 47 r.ron-fil'nral institutions. Sample
copies ol a list of 47 norr-lbrnral institutions that were issued with a total of 394 cabinets
indicating name of thc institution, namc of Director or represcntativc signature and mobile
contact number, arca of physical location (municipality) and Form sll counter Requisition
and Issue Vouchers lirr individr-ral institution are availablc at thc Ministry I leaclquarters lor audit
verification.

Committee obscrvations and Irindings

l. Thc Committcc notod that thc documcnts had bccn availerl to the auditors and
vcrificd.

2. The committcc markcd thc mattcr as rcsolvcd.

Committee Recommcndation

The function of procuring school cquipmcnt should bc devolvcd to thc County Offices

Advcrse Opinion by thc Auditor Gcneral

The Auditor General rcported that in his own opinior.r, bccausc olthe significance of the matters
discussed in the Basis fbr Adversc Opinion paragraplr, thc Iinancial statcmonts do not present
fairly. in all rnaterial respccts, thc financial position of thc pro.jcct as at 30 .lune 2015. and of irs
financial performatroc ancl its cash IIows lbr thc ycar then enclecl, in accordance wilh
Inlernational l)ublic Scclor Acoounting Star.rdards (Cash llasis), and do not conform to the loan
and Grant Agreemsnts datcd l8 Dccenrber 200t1.

REPORI' ON O'tr r Er{ r,E(;Ar, AND ILticULA'rORy ttIIQUIITEMnN'I'S

Further, and as requircd by the llank, and exccpt hx thc nratters disclosed in the Basis Ibr
Adverse Opinion paraglaph, hc cunfir'nted that:

l. Proper accounting records havc not bccn kcpt.

2. Tlre flnancial statontctlts alc rrot in agreemcnt rvith the acoounting rccords

3. All Bank lunds havc n()1 bccn uscd in accoldancc with thc conditions of the Grant and

Loan

4. Agreemcnts. witl.r duc attcntion to oconomy ancl el'ficicncy ancl only fbr the purposes for
which the Iunds wcre providcd.

5. Counlerparts fiurcls havc bccn provided and not uscd in accordance with thc conditions of
thc Grant and Loan Agleelnents, with due attcr)tion to ccorlonry and e{ficiency and only
for the purpose lbr which they wcrc providcd.
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6. Goods and Serviccs havc l'lot bccn plocLrlctl in accurdancc r'vith thc (irant and Loan
Agrecmcnls and in accorulancc rvith thc llank's lulcs and proccclurcs.

7. Not all necessary supporting documclrts, rccorcls and accoullts havc bccn kept in lcspect
of all project activitics and clcar lirrkagcs dorrc rrot cxist betlvcct) thc books of account
artd the financial statcnrents plcscntctl to the llank. as rvcll as levcl ol'disbursctlent and
physical conrpletion stage.

8. 'lhc special accolurts havc not bccn nraintainctl in accordancc rvith thc ptovisions of the

Granl and Loan Agrccmcnts and in accurdancc with thc Ilank's rulcs ancl rcgulatiorrs.

9. A comprchensive assessr.ncnt o1'the adcquacy ar.rd cll'ectivencss ol the accourlting and

ovcrall interual control systclns to rnonitor cxpcncliturc and olhcr linancial transactions to
ensulc sal'c custocly ol'[)ro.jcct linanccd asscts has bccn calriecl out.

10. I-cdgcrs as rvcll as llxccl asscts lcgistcr lol tlrc l)ro.jcct havc not bccn rtraintainctl.

GOK/OPE(] I}ASIC EI)TJCA'I'IoN IMPIToVI'MIiN'I' I'IIO.IE(]'I' (OPEC LOAN NO.
9l0P)

Ilasis for Qualificd 0pinion

323. Prior Ycar's Unrcsolvcd Issucs

323.1 Cumulative to-datc Surplus

As rcported in thc previons ycar. thc statcnrcnt ol'rcccipts ancl paymcnts lbr thc ycaf enclcd 30

June 2015 reflects Kshs.l, 109.632,(140 and Kshs.l. 10.1,051,7.1(r undcr accumulative to-date

receipts and paynrcnts rcspcctivcly. rcsulting in a cumula(ivc todatc sulplus o{ Kshs.(r. 5t10,904.
'l'lte bank rcconcilialion statcnrcn( hos,cvcr rcllccts a balancc ol'Kshs.3(rll. 588 as at i0 June

2015 r'esulting into uncxplaincd/unrcconc ilcd valiancc ol'Kshs.6. 219.(r5(r. In the circurnslances,
it has not bccn possiblc to conlltnr the accrrracv ol'thc statcnrent ol'r'eccipts zrntl pavntcnts.

323.2 Dclays in Projcct Complc(ion

As tcportcd i't 201312014, thc GOK-Ol)ll(l llasic lirlLrcation Inrptovcmcnt l)ro.jcc( Agrecmcnt
Loan No 9l0l) was signed on 29 Octobcr' 2002 bctrvccn Ol']l'l(l Iund lirl lntcrnational
Devclopmcnt antl thc l{cpublic ol'Kcnyir antl r.vas cxpccl.cd kr bc completccl by Scptenrbcr 2005.
[)ue to inrplcnrcntat ion challcnucs. scvcral c\tcnsions \\crc urar]tcd cor,cring up k) 29 l:cbruary
2012. Ilorvcvcr. no inltrrnration has bccn provitlctl to shorr,,thirt thc projcct r.r as cxtcndcd bcyoncl

l;cbruar'1'.2012. 'l'hc plojcct has bccrr tkrrrnant rr'ith no irctivitics bcing unclcltakcu ovcr tfte last

fbur (4) ycals. A complchcnsivc ;.rlo.jcct cvaluation progrcss rcpoft l.o shorv thc currcnl pro.icct

status was uot availecl lol audit rcvicrv as at thc clatc ol'this rcport. '['hc rlanagcmerlt has also not
givcn an cxplanation on thc cxpcctcd contplctirln rlatc.

l'aar antul 3it' .hne 2015
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Submission by thc Accounting C)lficer

It was true the GOK,/OI'EC llasic Flducation Inrprovcment Prolcct Agreemeut Loan No. 9l0P
was signed on 29 October 2002 bctwcen OI']E(l Irund ftrr International Dcvclopmcnt and the

Republic of Kenya and was expccted to be cor.npletecl by Septcnrber 2005. Ilowcver due to

technical challenges e.g Nccds Asssssrnent and identification of bonefiting schools, preparation

of Bill ol Quantities. arnong othcrs it took long fbr the proicct to kick oll'. lmplemcntation was

delayed until l2th April, 2005, when thc projcct was officially lunched. 'l hcrc were several

extension requests which wcrc made tlirough tl.rc National 'li'easury, to lacilitate completion of
the ongoing projects; construction of clussrooms, laboratorics & toilcls. Ilowever, the project

lapsed, and Thc'l'reasuly stoppcd relcasing lunds with clfcct fi'onr 201212013 Irinancial Year.

323.3 Non-Accountcd for Asscts

As reported in the previous ycars. the proicct assets includc a digital video camera, a dell YX

2805D cornputcr and two urotot'vchiclcs (l,and Rovcr Dcl'cndcr Sl1) bought al Kshs.l4l,900,

Kshs.504,000 and Kshs.5,34(r,000 r'cspcctivcly. all totalling Kshs.5,991,900. Howevcr, the

digital vidco camera has sincc not bcen availccl lbr physical verification and tl.rc management has

not explained liow thc proccccls lionr disposal ol'the computer wcre accounted lor in these

financial statetncnts. [n addition, no proglcss lcport had bccn availcd li)r the two motor vehicles

which were indicated as having bccn takcn lirr rcpairs as at thc tirnc ol'thc audit. '[he project

management has r.rol discloscd thc particular garage where tlie vohiclos werc taken to since the

vehicles were not available lbr physical vcrification as at thc datc olthis rcport.
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I',il,)!l

i. Video canrcra (Son1,) & digital
still camcra (Son1,)

ii. Computer (l)el (iX 280 sd

Photocopier (KM 7530) (scc

appendix I olthe audit qucr.y)

t IN I'I'S c( )N t)r'il ( )N/tt I,tNI A lt l(s

'l hcsc asscts r,"'crc in thc custocly ol'Ihc national
coorriinalor. thc late I{uth ('lrcruiyot. trto dietl
irr ir lirtal loird itccidcrrt. ltcncc. canrrot bc tr.aced.

Is availablc antl obso letc

'l hc photocopicl is availablc in the G-United
ollicc and is obsolcte

It is obso lctc

\\/as takcn to ('MC garagc rvith ntajor cnginc
ploblcnr and \vas latcr sold in 2014
Mr.l)cnnisMn,cndaMugo through public
auclion. (.sae otlothed onner 323.3a)

Was lakcn to Ccntral Ifarr.ncrs Car.agc (CFG) for
nrajor cnginc ovclltaul. 'l he vclticlc is held at
(lcntral lra:ntcrs (iatagc duc to an oulstanding
hill that is still in disputc. (see {ttnclred dnnex
323.31))

1

Fax nrachine (Mitadlr (r I0) (scc

appendix I ol'thc audit qucrr,

Land Rover (Deltndcr I l0 GK
A6()4K

[,and Rover (l)clcndcr 110 - (;l(
A6O5K

Committcc Obscrvation anrl F inding
'l'hc committcc obscn'cd the qucrv has hccn resolvctl sincr: the docunrcnls havc becn
providcd and vcrilicd.

Committcc llccomnrend:rtion

'l'hc Accounting ()lliter nrust at ull tinrcs cnsurc that llrc rntitr kcrJrs complctc financial
and irccttttnling rccttrrls itnd proYitlc:rll lhc rcrlrrir-cd tloerrrucrrls to lhc Auditor Gencral in
tinrc pul'suant to thc prorisit)Its ol sccti0n (rli(2) ol (hc l,l.i\l .'\ct 2012ltn(l tlritl thc torrect
financial and :rcc0un(ing rec.rds :rrc Jrrcsentrtl u.ithin lhrce (3) allcr (hc closc ol. thc
financial Ycar ptlrsuant lo lhe pr0r'isiorrs ol ,\rliclc 229 ol the (lonstitution ol Kcn\.a 2010
and Scction (rll(21<) ol thc I,l,'M Act 201 2.

th! -.hihk'r-Ouktul on tln, l.uwttwl SurttttLttr.t / th( \,utnrk Co\.c mnr ftr rhe
Rel)tt on thc l:\o t , tton ol tlt! llct).) ol
Ica) lt(tkt 3t/t' .hl,t 10li
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24.2. S',l A',l l,l l)t,I,n t{'ilvil,tN t'()tf s('il,tN( 1,. ANt) il,.( ilNot,(x;\'
r,'t N AN('t At. s'l'A't't,tM l,.N't's t,'()lr vo't't,t l.l0

I'rof Collctte Sutla, the Accounting ()flircr lirr Votc 1,10, Statc l)cpartnrcnt of Scienco:tnd
'I'cchnology :rccompanicd by Dr. I(cvit l)cs:ri, thc Itrincipal Sccrctary Stale l)epartnrcnl of
'l'echnical antl Voc:tlional liducation'l'raining; Mr. Mutinda Alphonsc, l)ircctor Vocalional
Fl,ducation 'l r.rining; Ms. Kobia Wahurnau A, ItA; Mr. Zacharl, ()olio, SAD-l'E; Mr.
Samuel Muganrbi, Ohicl'I,-inance Olliccr llnivcrsitl, Iitlucation; Mr. l,clcr Olovango, SA,
V/E; Mr. .lohnson Nyanurnba, tlS, \Yl,i; N,lr. l(ichard Sung, Iiinancd ()l'liccr Mdoret
I)olytcchnic; Mr. .lanres M. Kiburi, Acting l)ircctor Vocational llrlucation, Llniversity
Ilducalion; Mr.,loscphat K. Sau,c, I)rinciJral l,lklorct l)olytechnic; Mr.,lohn M. Ng'ang'a,
Principal Accounl; Mr. Anlhonl' Masinrlc, (lhicl' I,'inancc Ol'ljcer; Mr. Anthony S.

Masindo, I,'inarrce Oll'iccr; M r. lilijah Obrvori, SAI)1'l,l flnd Mr. llotrcr( A. Samucl,
Assistant Accounlanl (lcncral uppcarcrl bclirrr (hc (lonrnriltcc on l7'l'Scplcnrhcr 2018, to
adducc cvitlcncc ttn tlrc audilctl l,'inancial Slalcrnents lirr the I'inlncill yrar 201.1/2015.

Minutcs ol tht (lommitlcc's siltings:rntl lhe subrnissions tubled bv lhc Accorrnting Oll'icer
are anncxcd to this report.

324. Accounts l{eceivu blc

As disclosed in note l3 to the linancial stzrtcrrcuts, the aocourlts lcccivablc balance o[Kshs.540,
884.1 5 includcs oLrtstanding irnprcst ol' Kshs.7i, I 50 which also includes Kshs.23, I 50 duc liom
an officcr who has sincc rctircd. '[-l.rc rccovcrability of thc oulstanding imprest ol Kshs.23, 150 is

therefore doubtful. liurther, thc (rial balance as a1 thc sanrc datc rcflocts a figure of Kshs.l,
023,790 beir.rg outstanding tcmporary inrprests lcsuhing in an unrcconcilcd variancc ofKshs.950,
640 between thc two sels of rccorcls.

Submissions by lhc Accounting Officcr

She submittcd that Ksh. 73,150 has siucc bccn accountod lirl in cash vidc MI{No.1261467 and

MI{.NO.l2(rl l33.Shc rcportcd that thc variaurcc u,as causctl by challengcs ol' stall' in
understanding thc ncu, II)SAS cash rcporting nrorlulc rcsulting to llfN4lS rcports no1 tallying with
the manual rcports. lhc nalional lrcasurv has sincc trainccl accounting stall'on financial rcporting
and the tlial balancc lias sincc bccn reconcilcti antl rrou,rcflccts the correct posilion on itccounts
receivable which is Ksh.540, 8ti4.15.

Committcc Obse rvations and l-indings

l, 'fhc variancc was causcd bv challcngcs ol'stal'l' in undcrstanding the new IPSAS
cash rcporting modulc rcsulting to Il,'MIS rcporls nol tallying with thc manual
rcporls.

2. 'l'hc national trcasury has sincc trainctl accounting staff on financial rcporting and
the trial halancc has since bcen reconciletl and now rcllccts thc corrcct position on

accounts rcccivablc which is Ksh.540, ttll4.l5.
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3, The Committcc nl:lrl(ed lltc nrattcr ls rrsolt.cd.

Committcc l{ccommcnda(ion

Accounting officers must at all limes onsure thal thcl,adhere to lhc rcgimc rcgulating
issuance and rccovcr)' of intprcsl puniuant kr lhc Jrrovisions ol'Ilcgulalion 93 of thc Public
Financc Managcmcnt Ilcgulations, 2{) 15.

326. I'cnding llills

Records maintaincd by thc Ministrf indicatc tlrat bills totaling Kshs.79(r, 079.111.27 wcre not
settled during thc ycar 2014/2015 but *'clc instcad carricd liur.r'alcl to 2015/201(; finarrcial year.
The bills arc likcly to diskrrt buclgct ploglanmrcs lbr thc subscclucrrt linancial ycar rvlren they are
settled.

In addition. payntcnt Vouchcrs anruunting to Kshs..l. 99(r.i61.30 \\,crs not availcd fbr audit
verificalion ltencc actual status ol pending bills could not bc cstablishcd.

Submission b1, thc Accounting Ol'ficcr
'l'he accounting olliccl adrtiittecl (hrt it was tl'r.lc tlral r'ccolrls nraintaincd b1,thc Ministrl,indicated
hills totaling Kshs. 79(r.079,111.27 wcle not scttlcd duling the r,car 2014/2015 and wcre instead
carried forward to 2015/2016 financial ycar'. 'l'hc bills r.vclc not scttlecl due to delays in
plescntation of thc documctrts Itcccssarv lirr l.rlcparation ol' pavnrcnt vouchcrs to accounts
department, lalc releasc u1' cxcltccprcr lirrrds lhrm 'l'hc National 'll cirsury ancl latc appr.oval of
revised budgct. Paymcnt vouchcls arnountir.rg t<l Kshs. 3.996.-l(r1.27 u,hictr had not been
subnli(tcd to olficc of the Autlitor (lcnclal have hccn availctl lirr auclit rcvicrv as lirllows: -

Dry lands proactive serviccs
Withholding VA-l'
Desol Entcrpriscs

Jessie

North Coasl

I-aico Regency

Withholding VAT'
Standard Media Group
I)otential Suppliers (VA I)
KCB Lcadcrship Group
Nation Media Group

'I O l1\l.

(vA'r)

(vn'l')

1.70(r.ti96.i5
9i.103.45

t.444.000.00

i75,000.00
t45.000.00
I 17,(r00.00

2-1.litl(r.00
(r,3 11,l.00

39.770.00

17.267.iO

26.520.00

-1,996,36 t ..10
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2

ADI)ll'toNAt, tNt,'()t{MA't'toN SIII}Mt't-illt) IN stJI't,()tt't ot,'At}()vt,] Iilist,oNSti:

List of pending bills lbl tiY 2014/2015 ol' Kshs.796.079. t ll
llreakdown ol'pcnding bills o {' Kshs..1,996,.t61 .30

No. l'irm
l'ending Ilill

Amounl l'avublc'l'o Supplirr \/a( Amoun{ Paid

l.
2.

J.

4.

5.

6.

7.

8.

9.

10

Dry lands proactivc scrviccs

l)esol Entcrprises

Jessc

North Coast

KCI) Leadcrship

Potcntial Supplicrs
Standard Croup
Nation Mcdia (iroup

Withholding VA'l'
Laico Regcncy

93.10:1.45

t7,267 .30

39,770.00 729.129.30

6,31ti.00 I 15,830.00

26j20.00 486.200.00

- l,706,896.5s

- l ,444,000.00
-375,000.00

- 14s,000.00

-t7,267.70

39,770.00

6,318.00

26,520.00

24.886.00

I 17,600.00

1,706.896.55

1,444.000.00

37s,000.00

14s.000.00

316,566.30

729.129.30

I 15,830.00

486,200.00

24.ri86.00

I 17.600.00

I'O1'A|, 3,996,361.30

Commiltec Obscn,t(ions antl Iindings

l. 'l'hc bills u'erc not settlctl dut to delays in prcscrrtation ol the documcnts necessan,
for prcparation ol prl,mcnt vouchcrs to accounts deparlnrcnt, lalc release ol'
exchcquer funds front I'he National 'l'rcasurl :rnd lale aJrproval ol'rcviscd budgct.

2. 'l'hc Cornntittcc nrarl<ctl thc mallcr as rcsolved.

Committcc Itcco m mcn tl:rt ion

Accounting olficcrs nrusl at all limcs cnsurc lhal (hey preparc antl submit supporting
documents to tnnual linanr:ial statrmcnts to (hc Audilor (Jcncral rvithin throe months:rftcr
tho end ol' cach linanci:tl 1'car pursu:ult to thc provisions of seclion tll(3) ol'thc I'ublic Financc
Managcment Ac(,2012.

327. t.lndcr-Colle ction ol Appro p ria t ions-l n-Aid

Records availcd fbr audit tcvicw indicatc that tl.re Devclopnrcnt Appropliation Account for thc
year ended 30 .lune 2015 rcaliz-cd Appropriations-in-Aid ol'Kshs.2.tt85.itl2.93l against approved
estimates ol' Kshs.4.207.(r00.000 rcsulting in an undcr-co llcction ol' Kshs. I ,322,21 7.069 or
approximately 3l% ol' thc cxltccted tcccipts. I;urthcr'. thc Itccurrcrrt appropriation accourlt
reflects under hcad 00i2 - Multinrcdia tJr.rivcrsitl, ol' Kcnya cstimatcd rcceipts ol'
Kshs.164,000,000 against actual collcclions of Kshs.65.29-i. I 77 rcsulting in an under collection
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of Kshs.98,706,823 c:r 60'/,' ol' cxl.rcctctl collcctions. No satislirctorl explanations have been

givcn lor the above undcr collcctions hcncc arr inclication o l' lori rate o f absorption o f funds.

Suhmission by the Accounting Officer

1'hc accounting ofliccl adnrrttccl that as pcr lccolcls availetl Ibr audit thc Dcvelopment
Appropriation Account lilr thc ycal cndcd i0 .lunc 2015 r'calizccl Appropriation- in-Aid of Kshs.
2,883,382,931 against appr'ovcd cstin'latcs ol Kshs.4.207.(r00,000 rcsulting into undcr-collection
of Kslts. 1,322.217,069 ol approx imatc lv -l I '% o I' the cxpcctc.l rcccipts.

T'he AIA in question rclatcs to tlonor Iunrlccl projccts [br rvhiclr dircct pa)'mcl'lts are made on
submission of ccrtillcatc ol'conrplction ancl clainrs. -l hc Accounting olllccr statcd that the

Ministry was unablc to utilizc thc lcnrainirrg .nrlor-nrt ol' nroncy unrlcr thc l)ircctorate of
'l'cchnical 'l'raining and Ilighci liducatiun nrainll,clLrc to dcla] in subnrission ol'claims by the
supplicrs of specializcri ecluipmcnt and contlactors o1'r,arious clonor Iunclcd pxr-jccts, and the
dclay in linalization ol 2nil sLrpplcrrrcntarr bLrdgct cstinratcs as lirncls u,crc only rclcased on the
last two days olthe Iinancial ycar'.

While budgeting, thc clcpartnrcnt hacl cnvisioncd that most ol'thc spccializcd equiprncnt to be

purchased for thc institutions will bc dclivclerl cluring thc pcriocl and payments bc made.

I'lowcver, sol.ne of 1hc supplicls cxpcricnccd challcngc ol' ccluipurcnt taking long to be

manufacturcd since the e(luipnrcnl. is not 'trll'-tlre-shclI" but ratltcr custotm madc nrcaning a

supplicr has to makc an oldcl tlrcn waiL lbl thc etluipmcnt orclctcd to bc utanufactured; this
hindered thctn fronr dclivcring the ccluipmcnt as cxpccterl hcncc clclay in n.rakirrg the payment
thus leading to low absorptiorr. All thc supplicls havc sincc dclivclcd thc spccializcd materials

and havc bcen paid and thc olhcr' phascs o l' thc ltlojcct arc orl collrsc.

lt \\'as truc that thc rccLrrrent appropliation accourlt rcllccts undcl hcacl 00i12 Multirrredia
llnivcrsity of Kcnl-a cstimate(l lcccipts ol' Kshs. 16,1.000.000 against actLral collcctions of Kshs.
65.293.177 rcsuhing into an Lrndcr collcction ol' Kshs. 9t1.70(r.82.1 or 60%o ol' cxpected
colleclions. Ilc said that thc buclgcl lbr AIA collcctions \vas ovcrcstinratcd. thc ovcrcstimation is

attributed to the lact that priol to Multinrerlia [.]nivctsit]' bcing upglaclcd to a I lnivcrsity, it was a

collcgc oflering training to (irlr,'clnnrcnt ol'ficcrs in post and tc lccomnlun ication scctor in the
cntirc liast Af ican lcgion: this nrartdate. thcn cnablcd the institution k) collcct ntorc AIA since
tlte govcrnrrerlts ol'thc liast Aliican lcgiorr. usccl to pa1' lics to thc institution lirr tlic tlairring of
etnplol'ccs llont ths post attd tclcconrrlurricaliorr scctor'. \\'ith thc Lrpulacling to a universit)
status, the institution coukl no krrrgcl raisc AL,\ tlilough this activitl . llo*cr,cr. this lactor was

not cousideled during tlrc bu(lgct rnaking proccss hcnce thc unclcr collection.

ti,ut !n,lul .ltlt' .1ttD( :0I5



Committcc Obse rvation and Finding

The Ministry was unablc to ulilizc thc rcmaining amount of rnoncy undcr the Dircctoratc
of Tcchnical Training and Iligher liducation mainly due to dclay in suhmission of claims
try thc suppliers of specializcd cquipment irnd contractors ol various <Ionor funded
projects, and thc dclay in finalization of 2ntl supplemcntary brrdgct cstim:tlcs as funds werc
only relcased on thc lasl two days of thc linancial year.

328. Unsupported Expcnditure

328.1 Scholarship in Australia
Examinalion of payment voLrchers rcvcaled that thc Ministry pai(l Kshs.:1. 744.032 vide payrnent
vouchcr no I 1200 dated 2() .lune 201 5 in lavour o1'l)S Ministr-y ol'liolcign AIIairs in respect ol
educalion scholarsl.rips lirr Lwo students in Australia. Ilowcvcr, no cvidcncc ol'supporting
approvals arid details o1'thc t),pc ol'courscs paid lor was availcd litr.autli( r.cvicrv. ln thc
circumstatrccs, the proprieti, ol'cxpenditulc of Kshs.3. 744.032 paicl to l)rincipal Sccretary.
Foleign Affairs could not bc conllrnrccl.
Submission by thc Accounting Officer

It was truc that the Ministrv paicl Ksh 3.741.032 lor llducation Scholarship li)r r,,\,o srudents in
Australia via paymcnt voLtchct nLttrrbcr I 1200. thc education scholarships r.vcre uwarded to Ian
Ndcritu Cithinji ancl Satrc| a N.icri (iithinji through a lcttcr fionr ol tlre I,. S. Sccrctary to tht
Cabinst and I'lead ol'thc l)ublic Scrvicc lel: OI'. (lAllli84A. Sanrlra Njcri (iithinii was cnrolled
lor a bachekrr's deglec in lntcrior I)csign and Ian Ndcritu (iithinii, Mastcr of Analytics. Ian
Ndiiritu's authority was lbr lwo and hall'(2 I/2) tcmaining ycars whilc Sandla s covered a period
of lour (4) ycars. T'he sponsorsltip was (o cater for tuition. accon.rn.rodatiol and upkeep lor the
period thcreby indir:atcd. l lc statcd thal thc paymcnts wcre nraclc within thc sponsorship period
and lor thc courscs spollsorstl. lhc cviclcncc supporling applovals irnd thc details ol'the type o1'

courscs has sinoc becn availecl lirr vcrilication.

'l-he lettel ofapproval firr paytrtent oI'scholalships lirr Ian ancl Sarrclir Nclcritu signcd by the
lotrrrcl Prcsidcnt I{. ll Mwai Kibaki.

Approvccl amounl I'or thc cou rsss

Na me

Sandra Njcri ( iith inj i

Iarr Nde ritu G ith in.ii
'I'otal

No. Nanrc I)a(c l'rrid r\nrount l':rid

Approved Amounl
12.763.477.00

ti.560.i 16.00

21,323,793.01)

:r.:178,522.00

5 ,t 6l .87 4.00

3,744,032.00

2

3

Sandra N jcri (iithin ji
Ian Nderiru (iirhinji
lan & Sandra

25/3t20\3
25/312013

291(t12015

ReF) on p be thatton oltlu lkprr o/tle tudtun..(jt:rcrl on tha l.inancll Sk c',tents [or thl
Yeur emled 3ll Juno )015
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4

5

Ian & Sandra

Iar.r & Sandla

77111120t s

t9t3t20t4
5.:t42.496.00

7.e0lt.l 33.00

'l'otal 25,51r.057.{X)

The canrpus indicatcd that thc progranrtnc lces may change or.r an anrrual basis by an amoultt not
exceeding 7 .5o/o pcr ycar.

Ambassador Francis Muthaura lbrnrcr IIcacl ol'Civil Servicc in tlre ycar under rcview, submitted
to thc Committcc as lirllows:

l.'l'hatthelathclol'tuohadlosthisjobrvithOil Lib1,a u,lrilc his trr,o childrcn had just gone
to Australia.

2..Ihccliilclrenrvctctlcvastateri [o lcanl that thcir lzrthcrcould not af lbrd to pa1, lbr thcir
education and clli)rts to raisc luncls lionr l'umill, and ll icnds werc not yrclding results

3. In a clcsperatc situation. Mr'. Gitlringi appcalccl to his Ilxccllcncy thc prcsitlcnt for
goverltl'ncnt schola[s]rips.'l'hc l'r'csidcnt rcspondcd positiVcly antl clircctcrl hirn to
lacilitatc on the sarlc.

4. Via the letter I{c1-.OI'.(lAll.l/84n, hc instluctcd l'r'o1. Clispus Makau Kiarrba the tlren
Pcrnlanent Sccrctary. Ministry ol'I Iigher Iiducation to lzrcilitate thc awald ot'scholarship
to thc two studcnls

I'lvidcncc l'ront I'}r'ol'('riltsLrs Makau Kiarnbl. Iirnlcr I)S N4inistrl'ol'llighcr. I.-tlucation
Scicnce antl'l'cchnoklgv subnlt(cd 1o thc conrntiltcc irs lirllou's:

l. IIc rcccitcd instlttction lilrn I)rol. Nicl. \\'anjohi. thc thcu priratc Sccrctali, to the
lrortlcr l)tcsitlcttt llis I:xccllcrrcr \4lai Kibaki. to lircilitatc thc turr nccdr stutlents.

2. llc nlotc kr,Antb. I;tatrcis Mutlraur-a rctlucstinu lirr lris applor.al anrl hc uas grantcd

-i. llaving rcccivcrl aLrtlrorization Iionr tlrc thcn hcud ol'(livil Sclvicc. hc lirciliratcd the

scholarship arvarcl to tlrc trvo necclv stu(ictlts.

C'ommitle c Obscrvalions and l,'intlings

l. .,1ln bassatlrt t' l,'rancis Nluthaura thc thcn llc:rrl ol l)ublic purportctl (o coomunicatc
instrucliolrs on beh:rll'ol rr:lircd l)rcsitlent, Il.l,-. lhc i\lnai Kibalii (o I,rol. C-rispus
l\'l:rknu Kianrba thc thcn Pcrnrane n( Sccrclarl, l\{inisl11. of l lighcr l,ltlucation to
facilitale thc arr ard of scholnrshiJr lo thc ls'o sludcnls.

2. Antbassador l"rancis lVluthuura unrl l'rol'Nick W:rnjohi could not ;rrovidc ,tny proof
of officirtl conrmunication I'r'onr thc l)rcsitlenl pursuant to (hc Jrrovisions of Articlc
135 ofthc (lonsti(uti()n thal rctluires a rlecision ofthr I)rcsidcnt in the Jrcrformancc
of anl'lirnctittn rtl'(hc Prcsidcnl untler thc ('onstitution shall hc in l'riting and shall
bcar lhc scal and signa{urc ol thc l'rcsitlen(.
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3. 'l'he (lonrnrittt:c nolcd thal Anrh l"rancis Mulhaur $,rotc to l)rol Kiarrrba to support
studcnls,n purportcd ins(nrcti,.s li'or. rc(irctl l,rcsidcn( Illi M*,ai Kibuki.

4. 'l'hc (lornrnittec furthcr notctl (hat a sccontl lcttcr $.ns lyri(cn l'rom lrrof Nick
wtnjohi to l)rof Kiamba on purpotctl instruclions l'rom from rctircrl lrrrsidcnt l.lo
Mwai Kib:rl<i.

5. 'l'hcrc rvas no cviclencc tabled to supl)or-t thc lrrcsidrnl issued :r ronrmunication
pursurlnl to thc provisions ol Article 135 ol the ('onstitution (hat rcquires a dccision
ol thc l)rcsitlent in thc perlirrrn:rncc ol' :rnr' I'unc(ion ol thc lrrcsidcnt untler thc
Constitution shull be in lr,riting and slrall bcar lhe sctl :rnd signature ol' thc
Prcsidenl.

6. 'l'hc (lommittcc cstablished thtt thc (olll :rnroun( thal paid torvtrtls thc scholarship
ol'thc two stutlcnts was Kshs 25,5.11,057.00.

Com mitlct' Ilcco mnr endations

Anrb l"rancis Muthaura and l)rol'Nich Wan,johi should br: rcJrrimandcrl lor enforcing a
purpotctl Jrrcsidcntial dircctive thal dirl not nrcel thc rcquircnrcnts of Article 135 of thc
Constitution.

328.2 Pcr Dicm to Japan

Further, doctunents available indicate that Kshs.l4l, 997 was paid as quarter. per-diem to an
olficer who had obtained a lull scholarship 10 .lapan lil a Masler's Degrce course. Ilowever, the
payment oI quarter per diem was contrary to Code of Itcgulations and Offir:e ol'the l)resident
Circulal No. OI'/CAll 2/l2A dated I'r November 2004 which states thar quartcr pcr diem is only
payablc wherc a trair.ring arvard/scho Iarsh ip organized under bilalcral an.angemcnts caters lor
only tuition and aocommodation but does not inclucle nreals, out of pocket ancl stipcnd. No
satisfactory explanation lbr the paymcnt ol thc quartcr pcr dienr has bcen providcd. In the
circumstances. it has nol bccn possiblc to con{lrrl that Kshs.l4l, 997 was rnade in the best
interest ol' taxpayers.

Submission by thc Accounting Officcr

The accounting officcr acfinitted that as pcl docuurcrrts availablc dr-rring the aurlit. Kshs. l4l,r)97
was paid as quartcr pcr-diem to an <llliccr w'ho rvas undertaking a Mastcr's l)cgrec coursc in
Japan. 'fhc officcr was to attelrd a long cuursc (onc lasling 3 years). 'llrc anrount was pai4 as
quarter pcr dicnt lbr daily subsistence during thc travcl days. Wc havc obscrvecl thal there was an
error in processiltg the paymcnl ancl we havc initiatcd thc plocess ol' rccovery from the
beneficiary.

strllMt't'1'1,)) IN St['t,oR't' ]'oR 'lill,t AI]ovta
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The cvidcncc tllat a lcttcr uas postccl lirr rccovclv ol' Kslrs. I .l I ,997 being paynlent ol'quartcr per

Dicm was tahlctl bclirlc thc (lonrnrittcc.

Committcc Obscrvation and l,'inding

Thc Committcc obscrvcd that thc issuc hatl bccn rcsolvcrl sincc thc cxplanations and
supportivc documcnls had bcen supportcd.

329. Nugatory l)avnr cn ls

Examination ol'pa)'rncnt vouchcrs availcd lor autlit rcvicrv lcvcalccl that the Ministty paid an

amount o f Kshs. I :1. 995. I 60 antl Kshs.70. I 89.200 towards constnrctior.r 01' North Rift 
-l 

cchnical
I'raining Institutc anrl l .l<crubo-(ic itai 'l cchnical 'l lainirrg Irrstitutc lcspcctivcly. Includcd in the

total amountof Kshs.ti4. Iti4.3(r0 is Kshs.4. i(r4.591 bcirrgpenaltics lor latc paymcnts o1'

previous certillcatcs. l'lrc Ministrl lras attributccl lailLrrc to pa)'the conttactor on tinlc to
challcngcs in rclcasc ol cxcherlLrcr. In the circLrnrstancL-s tl)c l)cnaltv paid ol'Kshs.4. .i(r4.591 was

not a proper clrargc against public rcsourccs.

Submission by thc Accounting Olliccr

It was truc that thc Ministry- paicl iur arlount ol'Kshs. 1i.995,160 and Kshs. 70.189,200 towards
construclion of Nolth Ililt'l'cchnical 'l laining Institr.rtc and l:hclubo-Gcitai which includcs Kshs.

4,364,591 bcing pcnaltics lirl latc payrrcnts ol'thc prcr ious ccrtilicates alising Iiorr the late

disburscmcrrt ol'cxclrcrlucr rclcascs filrn thc Natiorral tlcasrrr\'. 1'hc intcrcst on dclay of payrnent

of certificatcs r.r'as clrargcci irr accoltlaucc rlitlr thc corltract agrccnrent llel' No. MOES I /N('B/
TI -l'/201201 

l -20 1 1 clausc No. 2i.3

Conrnrittcc Obscrvltions anrl l,-indings

l. l'he Ministl'r' ltuitl an ilnlount of Kslts. 13,995,1(r0 nnd Kshs. 70,1119,,200 towards
construction ol North Ililt'l'cchnical 'l'raining lnstitutc and llhc ru bo-(l cita i lvhich
inclurlcs lishs. {,3(r{,591 bcing Jlenaltics lirr latc l)a}'rncnls of thc prcvious
ccrtificatcs arising lrom thc latc dishursenrcnt ol crchcqucr rclclscs lrorn thc
Nrtional t reasu r'\'.

2. l-hc (lomnriltcc rnarl(c(l tllc rnnttcr as rcsolvetl

(lonrnritlcc llccorrrnrerrrlaliorrs

330. (lonstruction oI l)roJrosctl North Ilil't'l cchnic:rl 'l raining lnstitutc

T'he statenrent ol'rcceipts atrd pu1'nrcnts lirr thc rcar errdcrl l0 .lune 1015 rcl)ects acrluisition ol
asscts figurc ol' Kshs. l-1. 8ll(r.i07.700 ri hich irrcluclcs an anrount ol' Kshs. I 20. .171 .459 paicl to a
contractor torvartls the constlr.lction ol' tlrc proposctl Norrh l{ili Icchnical Training Institutc.

Exarn ination o 1'coutract d()c unlcnls indicates tlrat thc projcc t corrrnrcnced on l 4 August 2Ol2 al a
contract surn ol' Kslrs.29 i. 7lll.6l0.8lt lirl a corrtlacl pcliorl ol sixtl'-livc ((r5) uceks cnding l2
Novernbcr20l3. llou,cvcr. thc cuncnt statLrs rcports intlicatc thirt thc plojcct rvas inconrpletc and

l'eot eruletl 3(/' Jna 20t i



that the contractor is still on site. No evidence ol'extcnsion of contract period was availed for
audit review and no satisfactory explanation has becn given lor the delay in complction of the
project.

Submission by the Accounting Officcr

The accounting olficcr admittcd thal thc thcn Minisrrv o1' IIigher liducalion Scicnce and
Technology entered into a contract with Pyranrid (lonstrr.rction Limited in Augusr 2012 lbr thc
construction of North Ititt 1'l'l atrd that thc contract rvas to bc concltrdccl on 12th Novcnrbcr
20t3.
The contractor was still on sitc during this pcriocl. 'flic caLtsc ol' thc contractor's tlclay was
compensatory in that thc insecurity situation in East l)okot had nrade it impossiblc to complete
the project on timel the contractor had been made to ckrsc thc site scverally as a result of deadly
skirmishcs in thc area lhal causcd his workers to llcc 1o saltty on scveral occasions and this has
not ohangcd; On overall the contract status is at 50%. ancl thc contractol is committed to
concluding the rcmaiuing works. Extonsion of thc coulract pcriod had been granted for the
period undcr leview.

Committcc Obscrvations and Findings

l. Thc contractor was still on silc during this pcriotl. 'l'hc causc of thc contractor's
dclay was compcnsatory in that thc insecurity siluation in Ilast Pol<ot hatl marlc it
impossiblc to complcte thc project on timc; lhc contraclor hatl bccn madc to closc
thc site scvcrally as a rcsult of dcadly skirmishos in thc arca that causc<i his workcrs
to flcc to safcty on sevcral occasions and this has not changed.

2. Thc Committce marked thc mattcr as rcsolvctl

331. Purchase of l-urniture for'l'echnical 1'raining Inslitutcs

The statcmcnt ol' reccipts ancl payments Ior (hc vcal cnclctl i0 Junc 2015 reflects
Kshs. 14,ti66,307.700 undcr accluisitions ol' asscts and includes a disburscment ol'
Kshs.50,000,000 towards cost ol' opcrationalizalion ancl purchasc ol'lurniture in thc ncwly
conlpleted 'l'echnical Institutes. IIowevcr, plrysical vcrilication ol'r,arious Instilutos in Scprembcr
2015 rcvealcd tltat tro lttrnitutc had bccn bouglit antl delivcrecl to the lnstitutcs. Consecluently.
the propricty of thc atttoutrt ofKshs.50.000.000 tirsburscd to lnstitutcs could not bc asccrtained.

Submission by thc Accounting Officcr

The accounliltg ollioer atlmittecl that thc statcnlclrt ol tcccipts and payntcnts fttr the year enclcd
30 June 2015 rellccted Kshs. I 4.t16(r.i07.700 undcl acqLrisitiorr of asscts which includes a

disbursentcnt of Kslts. 50,000.000 rlisbulsctl to newl1, contplctecl 'l'cchnical lnstitutes Ibr
operalionalization and pulchasc ol' lurniturc.

He stated that rn thc [lnanr:ial ycar endcd 3Oth .lunc 2015 t]rc thcn Statc I)cpannlcnt of sciencc
and Tcchnology disburscd thc lunds to tcn ( l0) newl y establishcd lcchnical 1'raining Institutcs

Yeot Lal.ll.l Jllt J M )ltlj



thlough lnstitutions callier chargcd rrith thc rcsponsibilir'ol rncrrtoling thcsc ncu,institutions.
l'hc Statc l)cpartnrcnt tlisbulsctl this rrr0ncv lirr opcrat iorralizing ol thc institUtions ancl not for
thc sole purposc ol'br,rf ing lirrnitulcl tlrc Mirristry aclvisccl thc nrcntoring lnstitutions to utilize the

moncy in adhctcncc to thc l)ublic l)rocurcrlcnt and I)isposal Act and the l)trblic lrinancial
Manageulcnt Act. Attachcd plcasc lind lcturns llnnr thc InstitLrtions orr how the nloney was

utilizcd. 'l'hc samc has also been ar ailcd lirl auclit rcvicrr'.

(lommittcc Obse n,atio ns anrl l,'inrlings

l.'l'hc l)cpartmcnt ttf Sticnce anrl'l'cchnologv dishursctl (hc funtls to ten (10) nelyly
cstablishctl 'l'cr:hnical l raining Insti{utcs lhrough lnslitutions carlicr chargcd n,ith
thr rcsponsibilitl of nrentoring thesc nctr institulions.

2,'l'hc rclurns li'onr tlrr lnstitutions on lros' the nroncv 11:ls utilizctl hls bccn availcd
filr aud i( rcvicu .

3. 'l'hc (lonrrnittcc nrarlitd (lrc nr:rttcr as rrsolvcd

332. Construction ol'Ninc (9) Nor 'l'cchnical lnslitulcs in Various (}runtics

Included in thc accluisition ()l' zrsscts Iigurc of Kshs. 14.886.-107.700 is Kshs. I05,000,000
disbursed towards constn"lc(ion oJ nirrc tcchnical tlaining Irrstitutcs in variotrs countics which
lacked such Institutions.'l hcir constlLrction bcgun in thc llnancial y'ear'20l2/20I3 altd \\,ere to

be conrplctcd witltin orrc ycar'. l{ccords arrcl othcl rclatcd rlocunrcrlts availablc at the Ministry
indicatc that thc Institutcs sclc irrconrpletc )'ct thcir cor)tract pcriorls had alrcadl' lapsed. No

evidencc oI apploval ol'contulcl lrcliod crlcnsions *,as availccl lirr audit rcviow. In the

circut.nstatrccs. tlrc stakcholdcrs clitl not obtain \,aluc Ii)r thcil lcsourccs sincc thc Irrslitutes are

not yet conrplctctl and pLrt into tlrcil irttcnclcd usc.

Srrbmission bt' thc Accounling OII'iccr

It was truc that Kshs. I05.000.000.00 rias dishulscd to\\ards corlstruction ol'ninc TTIs irr

countics. It rvas also tluc that coustruction ol'thc.l 'l'ls rr,as to lrc complctccl within one year.

I1owcver. due to clclal, in lclcasc ol lirlthcr lirnding fbr cor.rstnlction ol'thc 9 'l -l-ls. it becarne

ncccssar) tliat thc contract pcliotls bc cxtcnclcd. Ihe I)r'o.jcct I\4anagels uorkctl oul thc

cxtcnsiorrs to coutractors and thc clicnt ( n'rcntors ). ('ullcnt lr, l o l' tlrc 9 'l l ls alc complete whilc
the othcr sir ale still ur.tdcr constnrctiorr lrut u i(h challcngcs us gir crr in thc table that lollorvsl

S/No. lnstitution S(ntus llcason lbr rlclav

I Kello Vallc) I-cchnrcal l-rarNl|g hstrltll( (innplctroll \as dclilrcd
(ltte r,, l(,\\ bUdgcrirr)

allocatiorr antl rrrsucuritv

rn lhr rrrcl dunns thc
prr'icct pcrkrdi ho\c\cr
lhu corrlrirct()r \\ir\ r)n

\rlir rnd c,,rnllctiorr

\lnlosl ( (nnplclc

lkt)ott on tl,t l.r( 
'|tkt!,.tt 

oIrltL tlLttrt oIrlt
ltur cn.le I -t?t .hotu :015
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2 Chepireria l-cchnicaI liainlllg Institlllc

,l l-anluMpckclolilcchnicrrl li rn rSln\trturc

4 lana Rivcr Tcchnical liaining lnstitutc

5 (;arbalula lechnicul liflrnrng lnstitrxc

6 l.arkrpra I:iisl Irch reirl Iirrrne lr\l ur.

Kllrasrao lcchnrcnl'linllrn:l lnslilLrtc

'l hirrakr'l'!clrlicrl'lifl llllng Ins(itLrlc

(./ \anrhuru lcchnical Irnllrng lnstilurc

ftrconlplctc

Itooting ongorng

lncompl,it(

Irtcomplclc

Alnrcsl (irnrplulc

(innplcrc

( ornplclc

Struclrrral issucs lhrl lud

l() colLr|rsc ol'suspandcd

rnslrLrctc(i to rr\ rvc thc

hrsccuriLy hiN allactcd

'|

l{

ln\ceoflly alld lloods

has alleclcd progrcsr.

P(|8rL'\\ is al ar()Lll)d

4byo cxtcnsrorr h{s boc

irt)t)r(\cd up to l{trlr
ALrgLr:it.20lli

A\YillrIrg ccrtrl]cfl ll(nr
n pnncilal has alrcady

lrrsrc$fl lv hus at'l.clcd

co tractrir rs on \rlc dnd

conrflcllrn levcl rr at

90'Zo c\tcrlsrolr has bucn

app(,!cd up Lo lltlh
August.l0l8

( inrIlctr0n was dclaycd
du. to ir)!r brdgctnr]
allo.ntur dLrrlng lhe
pnriucl fcriod

(inr)plcri( lvasdclaycd
drie to los btrdgclirr)

allrctrtron d!flog thc
pr(,tcct,)criod.

Aulhorrt) ol conlracls' cxtensions of ti0!c irnd collrplction ccrlrlicarcs \crc p(rYrdcd (r lh{ (i)nrn lr(!

Committcc Obscrvations and F'indings

l, 'l'hc Authority of contracts' oxtcnsions ol timc and complction ccrtificatcs wcrc
providcd for audit reviov.

2. -Ihc Committcc markcd (hc mattcr as rcsolvcd.

333. 'fransfcrs to Othcr (lovernment [Jnits

l hc Statement of rcccipts ancl paynrcr.rts rcllects 'll ansl'ers to Othcr' (;ovcrnnlonl (Jnits balancc ol'
Kslrs.49, 542,728,230 whicli inclr.rcle s an amount ol'Kshs.2, 899,611t,245 iu rcspcct 01'grants to
National polytechnics, 'l'cchnical 'l-raining Institutcs ancl lnstitLrtes ol 'l'cchnology. Flowever, an

audil ir.rspection carricd out orr dcvclupmcnt pro.iccts unclcltakcn in thc lnstitutes across the
country rcvcaled thc Ibllowingunsatislhctolynrattcrs:

fet ended 3dr ,hne 2015
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3-13.1 llcnt Art'e a rs

Audit exantinatiott ol'r'at'ious rcnt lccolds nraintained in l'cchnical 'l'raining Institutes lcvealed
that two (2) institutcs rt,erc ouecl a total o1'Kshs.2. 477.itll h1 various tcrrtnts occupying the
Institutc's stafT houscs. Sonrc o1'thc rent allcals rvere duc lionr stal'l'rvho hacl bcen tr.ansfeued.
No cviclcncc ol anl positivc nrcaslrrcs treirrg takcn bv thc lnstitutcs to l'ec()\'ct the outstanding
rcnt arrcars liom thc concetncd l)elsoris \icre sccn. ln tlrc circumstanccs. the Institutcs risk losing
rent arrcars totaling Kshs.2,477.581 duc liont stall'rvho havc sincc hcen translcrrcd.

Submission b1, thc Accounling Ol'liccr

It was truc that two iustitutcs nanrcly Kitale arrd Mawcgo 'l'cchnical 'l'rainir.rg in Institutcs were
orvod a total ol'Kshs.2.477.51,lI bv valioLrs tcr)ants occullvinr rhc institutc's stal'l'houscs, Sorne
of thc lcnt arrears \\cre duc liorrr stall rrho hari bccn tlansltrrecl. Wc state that Kitalc National
I)olytechnic has sitrcc rccovctctl Ksh. 204.i4(r. Iil'lirrts alc beirrg macle to lccovcr the outstanding
balancc ol'Ksh. l.t'i.19.210. N4aucqo lcchnical Iraining lnstilr.rtc has rccovcrcd Kshs. 266,879
and elfbrts are being tnadc to rccovcl thc lemaining Kshs. 157,14(r. Schcdulcs indicating how the
mouey was paid r.rp have becn lilr,'varclcd to aruciitors lbr rcvicw.

Committcc Obscrvalions and l,'intl ings

l. 'I'hc Accounting Officcr is rnahing cl'f'orts to rccovor thc outstanding balancc of Ksh.
1,849,210. Mawcgo 'l'cchnical 'l'raining Institutc has recovcred Kshs. 26(r,tl79 and
cfforts arc bcing matlc lo rcco\'or thc rcmaining Kshs. 157,14(r. Schcdules indicating
hon'the moncy u,as pairl up havc becn forryardcd to auditors lbr rcvicw..

2. 'l'hc (lommi(lcc markctl lhe rnn(tcr as rcsolvcd,

333.2 Crcditors

Scrutir.ry of Creditors' rccords in valior.rs -l'echnical Training Instilutcs rcvcalecl that cight (8)
Itrstitutcs ou'cd vatious supplicls zu'nounts totaling Kshs.25. 75i.4li lor procurcrncnt of goods
and serviccs. It is not clear rvhy thc Institu(cs havc not scltlcd thc ovcrtlue clcbts somc of which
havc bcen outstandittg lbr ovct thrcc (l) 

"v-cars. lrailtrre to scttle dcbts as ancl when thc1, Iall due
rllily cxposc (hc Institutcs t0 atltlitiorral costs arising lirrnr litigations and lnav all'ect thc normal
opcrations ol'the In stitutcs.

Submission hy lhc Accounting Olllcer

It was trttc that (,-r'cclit<lr's rccurcls irr ralious lcchnical lraining Institutcs lcvcalcd thatcight(8)
institutcs or.vcd various supplicrs an'rourlts totaling Kshs. 25.753.41:l lirr proculcmeut ol goods
and serviccs. llc cxplainecl tltat sornc rlcbts har,c sincc bcen clearccl and thc curtcnt status is as

shown in the table bclo'i,r :

lnstitutc llalancc as at 30rr'.tunc,20l5 Amount pairl ()utstanding l)alancc llemarks

t.l5 6.li 9u l6l.0(x ) Othcl cleditors arc

treing scttled on

Repo o't tlE l:rio t ntton olrhc Rcporr olrltt' .lultu,r(iu,t to
ltla cnded .|tl' .lt ! )t)li

Mawcgo 2,7lli.ll9S



Bushiangala

Sigalagala

Kisiwa

Kiirua
Nyandarua

r.626,098

r5,866,278

5, i56,504

6,045,229
4,042,358

t,626,098

t5,866,278
4,166,4',7 4 990.0 i0

dernand

All debts cleared

All debts cleared

Effons are being

made to settlc the

debts as

All debts cleared

Thc rcmaining
debts

supported

AII dcbts clcared

All dcbts cleared

funds are

available
Kaiboi 3,9'16,633

Kitale 5,106,459

werc not

fu lly

3.916.633

5,I94.918 5 I l.-s,l I

Committcc Otrservations and I,'indings

'fhe Accounting Officcr tablcd a srhedulc n,ith status of outst:rnding paymenst owcd for
cach instution whci indicatcd that 5 institutions had clearcd thcir dcbts.

Committce Rccommcndations

'Ihc Accounting Ofliccr must cnsurc thal thc rcnraining institulions clcar all thcir debts.

333.3 Outstanding Imprcsts

Examitiation of imprest rccords rcvealcd that various stall'had not surrcndered or accountcd lor
imprests after completion ol various zrclivilics lbr which thc implcsts wcrc atlvauccd contraly to
Government Financial I{cgulations antl I)rocccltucs. Ihrce (3) institules had outstanding imprests
of Kslrs.4, 471 ,7 85 which remained un-surrerldcrcd as at thc datc o[' this ropol't. It is not clear and

management has not explained when and il'thc outstanding ilnprcst will bc rccovcrcd.

Submission by thc Accounting Ol'licor

It was tlue that imprest records rcvealcd that various stafl'had no1 surrcndercd or accounted for
imprcst a{lcr completion o1- various ac(ivitics lbr which thc irnprcsl rvcrc advanced contrary to
Govcrnmcnt Financial Rcgulations ancl l)r'occdurcs. It was also truc that thrce (3) Institutes had

outstanding imprcst of Khs. 4,471 ,785 which rcr.naincd un-surrcndcred as at thc datc ol'the audit
report. lle stated that tlrc thrcc institutcs which had issued inrprcsts to their stall, Sigalagala'fTI
had all its olficers clcarcd o1'otrtstanding irnplests as at 30th .lune 201-5. Mawcgo 

-l"l't 
and

Eldorct National I)olytcchnic scttlcd the outstanding inrprcsts as lirllows:

Institution Outstandingimprcst
Mawcgo 'l 

,l 99,360

Eldolct 3.272.425

Sigalagala 36,990

6,045,229

4,042,358

Imprrst rccovrrcd Ila la ncc

1.t70,360 29,000

3.272.425 nil

.l(r.990 Nil

Year en.led 3dh June 2015

a8e



Committcc Obscrvalions and l.indings

Sigalagala 'l"l'l nnd l'lldoret National I'olytechnic had scttlctl tlrc outstanding imprests
lvhile Mawcgo'l"l'I rvas yetlo rccovcrc a lralancc of kshs 29,000.

Committcc Rcco rn m cntl:rtions

Thc Accoun(ing Olficer nrusl cnsurc that tlrc rcrrraining inslitution rccol,crs thc rcmaining
imprcst.

333.4 Irrcgular'l'ranslcr of Funds

A revie*' o1'availablc lccords indicatcd that thlec (3) lcchnical Trainir.rg Institutcs irregularly
reallocatcd a total ol'Kshs. ltl,(r43,295 honr l)cvclopn.rcrlt Account to other lccr-l'rcnt accounts
contrary to the Nlinis(r)"s clircc(ivcs ancl guiclclirrcs I(cl' MS'l /l)'l'V E'l 19/l3ll ()7 datcd 8 April,
2015 rvhich stiltcs tltal uttdcr tto circurlslanccs slroLrlcl clcr,clol;nrcnt lirnds bc divcrtcd lbr other
uses. No satislitctorv cxplatration has bccn providcd lirr thc abor,c anontaly and thc stakcholders
nlay not have obtainctl valuc h.om thc dcvcloprlcnt rcsourccs. 'l'he Institurcs werc thcrclbrc in
breach ol thc lau .

Submission by thc Accounting Ofliccr

Thc accounting of'ficcr aclnrittccl that it rvas truc tlrat thrcc (-i) Technical -l'raining 
Instttutes

irrcgular'ly reallocatc(l a total ofKshs. 18.64:1.295 l)rur I)cvclopnreut nccount to other rccurrenl
accourlts contlar) to thc N4inistn"s dircctiYcs ancl guirlclincs Itc I' N4 Sl-/D'l'V ll'l-/9/ I 3/ l()7 dated 8

April.20l5 which statcs that undcr no circurnslanccs shoLrlcl l)evclopmeut lirnds be divcrtcd for
other usc. llc statcd that no other Iirnds u,erc availablc in othc[ \,otcs and the institutcs rverc
sulfering linancial disttcss its at that tinrc which ncccssitatcci usc of srrch luncls. Thc fiutcls r.vcre

laler relurncd. I)ocuntctlls supportiug thc rctunr ol'Iirnds l() r'ccurrcnt havc since been availed for
audit.

Committcc () bscrt,a t io ns and l'indings

l. 'l'hc I'unds u,crc cvcntually rcturnctl. l)ocumrnts supporting thc rcturn offunds to
racurrenl have since becn availcd for rrrdit.

2. 'I'hc Conrnritlce nrarkcd thc mat(cr as rcsolvcd

334. Accounts I'avablc

Notc l4 to thc (lnattcial statclnclrls lellccts Kshs.ll3. 7ltl.2i2 dcscribcd as l,iabilitics -
(rctcntion. bursarics laxcs ctc) u'hosc inclividLrtl itenr arrall'sis was no1 ltrovidcd lol audit
revieu. ln thc abscttcc ol'thc dctarlcd ilenr analvsis. it has not becn possiblc to conllrm the
validily accutacy uncl contplctcncss ol'thc accounts pal,ablc balancc ol Kshs.l2j. 738,232.

Submission by thc Accounting Officer

lt was truc that l.,ldorct poll'tcclrnic lcceivcd Kshs. 40.212.019 *hich u'as disbursctl firn the
Ministly ol' llclucation. 'l hc tlisburscmcnts wcrc partially donc on 3rd ntay, 2012 ol' Ksh

Reu)rlonlhtlx(,tlltlllloottl](RL'l/1otll,!,,lnt!ib|(j!t1crolonlh!l,,*,**tst,,t",iij@
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37,900,000.00 and on 2nd July, 2012 Ksh. 5,627,019.80 was remitred rhus toaling Ksh.
43,527 ,019.80 which differed with the contract sum. 'Ihe balanoe of Ksh. 2,322,019.80 was
included in the tranche ofKsh. 5,627,019.80 rhough therc were no advice notes to rhat effect.
The first disbursement was made to operations account No. 01021027668101 instead of
infrastructure aocount No. 01021027668105 hence was treated as operations clisbursements but
the lunds were used fbr infrastructure.

The project was managcd by the Board of Governors and supervised by the l,ublic Works who
were our Project Managers. Thc Public Works usually raiscd thc certificates for works done and
the Board settled the obligations thereto. Thc sitc meetings werc helcl and chaircd by the projecr
managcr from Public Works and attended by both the rnembers o[ thc board of Govcrnors. the
Management and the contractor.

Copies ol'thc ficllowing relevant financial documcnts which werc provided lbr audit revicw.

o Bill of quantities

o "l'ender Evaluation Minutes

o Tender Award Mirlulcs

. Notificatiorr Award l,elter

. Contract Agreement

o Bank Statements

o Cash Book summary

It was also true that during thc physical vcrilication of the projcct donc in September 2015,
showcd that the project was incomplete. 'l he proicct was dclaycd at the start bccausc thcrc werc
somc land disputcs.

Copics ofthe following documents as eviclence in support o1'the delay wcrc providcd:

o Advocate's lettcr frorn the contplainant dated 3r'd May. 2012. 'l he project has been

oompleted. In fact, it was handcd over to Moi tJnivcrsity and alrcady put to usc.

. Rcccipts and documcnts which lbrnr cvidcncc in support of the cornplction of Kshs.
I ,894,087.5 l4

. Minutcs of thc handing over/-laking ovcr datcd 2"d March, 201(r.

Committcc Obscrvations and l'indings

l, 1'hc projcct w:rs dclaycd at thc start bccause thcrc wcre somr land disputcs and
dOcumcnts as cvidence in support of thc dclay.

2. 'l'he Committcc markcd thc mattcr as rcsolved.

0thcr Mattcrs
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335, Iludgctary (lon(rol and Pcrformancc
'fhe Ministry of l:lducation, Sciencc and 'l'echnologl,-State l)eparlment of Sciencc and
Technology had a total buclget o1'Kshs.7l. ltl9.4ll,26-5 votcd lol thc finapcial year 201412015
cornprisirrg of Kshs.l4, i8i,099,i13 lor clcvclopment and Kshs.56, 806,291,952 lor recuncnr
votes respectively. 'l-hc budget zrbsorption in tho departmerlt \\.as as follows: -

Ilecords availctl Ior auclit tcviclr inclicates that Kshs.-102. 329 uncler Rccurrent Vote had bccn
allocatcd towalds social sccuritv bcncllts yct during thc year undcr review, therc rvas no
expcnditr.u'e unc'lcr thc ircnr rcprcscnting l00olt budgct unclcr-absorption. [.'urthcr,
Kshs.882,230.1 I 5 had bccn allocatcd as subsidies undcl thc l{ccurrcnt Vote while actual
expcnditurc was Kshs.4(r8.1i90.000 rcsulting Lo an unclcr absorption o1- Kshs.4 I .1, I I 5.1 I 5 or 47%
of total allocation. Itllc lilntls was an indicalion o1'lack of' Iircilities and scn,iccs to the cducation
scctor which ilnpacts ncgativelv otr pronrotion ol'quality crlLrcatiolt in thc l{epr.rblic olKcnya.

Submission b), thc Accounting Officcr

No rcsponsc was subnrittcd lirl this pat.agr.aph

Committec Obscrvution and l'inding

I'hc Committcc mlrkcd lhc nla(tcr as rcsolvcd as tlrc mntter rlid not relate to misusc of
funds but failurc to plan.

336. Economic Stinrulus l)rogrrnrmc- l)roposcd llomct'l.cchnical 'l'raining Institute

l{cctrrds held at thq N'{inistr)' indicatc that a total ar'r'rount ol Kshs..10. 222.Olg was disbursccl yidc
paynrcr.rt r'ouchc'r's No.-] I I ol' Kshs.l7. 900.000 arrd No. 559 ol- Kshs.2. j22,01 9 tiatcd 2 N,lav

ltuhkr.(;aNral th( lt k|tLktl St /tc kltt_t tt v \' tiotktt (;o\.t,nokttt lat thl"

Itcnr Iludgctcd

Allocatiolr
Actual
Expenditure

2014/)ot5

I i ndcr

Absorption
201 4/201 5

Absorption in %

Rcc u rrc lt t 56.806.29 t .952 55,U59.53.r.1t2 9.16.7 5Ii.710 9\Yo

Dcvelopmcnt t-1.-.itt.j.099.i l3 I 2,489.01 I .799 I .894.087.-s l4 87%

Tot:rl 7l ,l89,391 ,265 68,3{8,5J5,{) I I 2,tiJ0,8J6,25-l 96'Y.,

Clbyt|r on rhc litannuhon ol th Rt tlotr t'l t(
li'.i aklal ldt' .hit! )ttli



2012 and 29 June 2012 respectively to Eldorot Polytechnic towards consrruction ol'rhe proposcd
Bomet '[-echnical 1'raining lnstitute under the l]conomic Stirrulus Programme (ESII). Additional
information availed from Eldoret Polytechnic indicates tl.rat a firm was awarded tlie contract to
construct Bomet 'l'echnical 1'raining Institutc and that the works commenced in 201 l.

It was however not clear how the contracl was bcing nranaged and how the project finances wcre
operaled. Although it was explained that Kshs.40, 222,019 disbursed from the Ministry was
handled by lomrer managetnent, no relcvant llnancial and contractual documents such as tendcr
docuntents, cash book, bank statements, bank account, bar-rk reconciliation statenrents, bills ol'
quantities, cheque books wore availed for audit verification. l)hysical verification ol'thc project
in September 201 5 revealed that the project was inoornplete and thc contractor was not on sile.

Further, no explanation has becn provided as to why thc project is incompletc dcspite full
contracl amount having been released by thc Ministry. In the circumstances, the propriety ol'thc
expenditure of Kshs.40, 222,019 could not bc conlirmcd and it is not clear if thc stakeholders
will get value for their money on the project.

Submission by the Accounting Ofliccr

It was true that Eldoret polytechnic receivccl Kshs.40,222,019 which was disbursed liom the
Ministry ol llducation. l'hc disburserncnts werc partially donc or.r 3rd may, 2012 ol' Ksh
37,900,000.00 and on 2nd Juty, 2012 Ksh. 5,(127.019.80 was remitted thus totaling Ksh.
43,527,019.80 which dill'er.ed with thc contracr sum.
The balancc ofKsh. 2,322.019.80 was included in the tranchc ofKsh. 5,(127,019.80 though there
were no advice llotes to that cffleot.'l'he first disbursemcnl was made to operations account No.
01021027668101 instead ol infi'astructurc aocount No. OlO2)027668105 hence was trcated as

operations disbursements but the funds were used fbr inliastructure.

The project was managed by the Iloard of Governors and supervised by thc I)ublic Works who
were theil Proicct Managcrs. l-he Public Works usually raiscd the cortificates for works done and
the Board settled the obligations lherelo. The site meclings wcre held and chaired by thc project
manager from Public Works and attended by both the mcr.nbcls of the board of Governors. the

Management and the conh'actor.

copics of the lollowing relcvant Iinancial documents which were provided for audit revicw.

. Bill ol quantitios

. l-cnder' [,]valuation Minutcs

'l'ender Award Minutes

Notilication Award l-etter

Contract Agreement

lJank Staternents
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o Cash Book sunlnary

It was also truc that cluring the physical verilication of thc proicct rlone in Scptenrbcr 2015.
slrowed that the plojcct was inconrplctc.-l'hc project was dclayecl at thc start bccause thcre were
somc land disputes.
Copics olthe following docurlcnts as cvidcnce in support ol'the dclay were providcd

. Advocatc's lettcr lionr thc cornplainant dated 3rd May, 2Ol2
I'hc projcct ltas bccti conrplctccl. In Iact. it was handccl ovcl to Moi Univcrsitl,and has

bocn put to usc.

. Copics olthc docuntcnts rvhich lbrnr cr,iclcncc in support of thc contplction ancl handing
over to thc usct.

. Minutes ol'thc handing ovct/'l'aking ovcl tlaled 2nd March.20l6

Committce Obscrvations and l'in<lings

l. 'l'hc Ministn to provide policl' prool thrt allorvcd convcrsion of 'I'cchnical Schools to
lJnivcrsitics bt,thc thcn Cabinct Sccre(arv.

2. 'l'hc Committcc dircctcd the OlTicc of thc Autlitor (lencral to vcrify tho documents
brought forrvard b1' thc State l)cpartment and l.cport back to commi(ec as soon as

possiblc.

3. I'hc rnattcr remaincd []nrcsolvcd.

337. Malvcgo'l'cchnical'I'raining lnstitute

337.1 Stallcrl I'roject/l nco nr plctc (llassroonts

On 22 Decembcr, 2009 tho Ilrstitutc contractsd a lilm to construct tcn (10) classntorns at a

contract sum ol' Kshs.I l. 897.3u4. As thc rvotks colr.rrncnccd. thc lnstitutc varicd the projecl to
incluclc onc nrolc lloor to accorttrrroclatc six ((r) cxtra classnroms ancl thc contract sunr rcvised to
Kshs.22,437.050.60. b1, a ."ariation ol'Kshs. 10.539.666.(r0 ol ti8.5% of rhe original contract
sunt which cxccccls thc alkx.r,ablc l5(%. conlr'a[y to thc pnrvisions ol'section 47(b) ol thc l)ublic
I)rocurcrncrrt and l)isposal Act. l(X)5 antl its llcgulations ol'100(r.

l"urthcr. thc Bills ol' Quantitics rcllcct a provision o1' Kshs.440. (X)0 lirr clcctrical rvorks.

IIowcvcr, a physical visit lcvcalctl that no clcctrical works had bccn installccl in thc building. In

addition. thc groutrcl floor did not lrarc a structural bcanr in thc rlidcllc ol'thc slab apd instcad a

rouud. mctallic tlrbc had bcctr reinlolcctl rvhich has ncgzltivcly inrpactctl on the quality oI
rvorkrnanship.

In adtiition. paynrcnt schctlLrlcs ai'ailerl lirr aLrtlit rcvicu' indicatc that thc corltractot'has bcen paid

Kshs.20. 147,214.(r0 which is about 9004 ol'the lcviscd contlact sunt as at .lune. 201 I rvhile the

proicct is at about 5070 conrpletc ancl the contlactor has sincc abandoncd sitc. No satislactory
cxplanations havc bcon providcrl lbr thc non-cornplction ol- thc projcct ),ct thc contractor has

PAge-4Of
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been paid over 90o/o of thc conlract srul'l. ln the oircumstanccs, tho stakeholders have not
obtained value for their resourccs.

Submission by the Accounting Officer

It was true that the institute contracted a firm on 22nd l)eccmbcr,2009 to construc( ten (10)
classroonrs at a contract surn of Ksh. 11,897,384. [t was also tftle that thc institutc varied thc
contract by kshs. 10,539,666.60 or 88.5% ofthe original contract sum to include onc more floor
to accommodate six more classrooms. I{e howcver statcd that thc variation in the contract sum
was agreed upon and approved by the lender committec as per attached minutes of the tender
comrnittec, (appendix 337.la) and a letter lronr public works on the variations.

It was also true that the bill of quarltities rellects a provision of kshs. 440,000 lor elcctrical
works, we however wish to state that the payment was done through approved interim
r:ertificates No.4 as prepared by the District works o1ficer. Thc electrical works done at that time
was fixing of sockets.

It was also true that thc payurenl schcdules availed lbr audiI rcview indisatcs that tlle contractor
Iras been paid kshs. 20,147,214.60 which is about 907u of' thc revised conlract sum as ar

June,2Ol 1. Wc howevsr wish to state that this was done as pcr interim complction oertificatcs
raised by public works the docuntents have becn forwardcd for audit rcview.

Committee Obse rvations and F'indings

l. The Committce resolvcd to summon thc then Permanont Sccretary to shed morc light
on the matter.

2. The Committce marked thc matter as rcsolvod.

337.2 Unsupportcd Withdrawals

l{ecords availcd fbr audit rcvicw liom Mawcgo 'l 'l'l 
re vealcd that che(lues totaling Kshs.7,

009,363 werc cnchasccl against the Inslitutc's Account. Accorclirrg to inli>rmation available,
the cheques drawn in I'uvour of thc lrinancc Olhccr on diverse dates wcrc to catcr lbr olficc
cxpcnses. Ilowevcr, no supporting inlirrmation was providcd (o show how tltc antoul]t withdrawn
was utilized or the rcason lbr cnchasing thc chcqucs totaling Kshs.7. 009..)(13 contrarl,to Scction
5.5.14 o1'Govcrnrlcut Irinancial I{cgulations ancl Ploceclures *'hich retluirc that all cxpenditurc
be propcrly supportcd and authorizccl. Conscclucntly. it has not bccn possiblc lo confirm thc
propriety ofthe expcnditurc totaling Kshs.7,009.361 incurrctl by thc Institutc's I;inance olllccr.

Comnrittce Ohse rvations and Findings

l. (lonr mittccd ircctctl thc Oftjce of thc Auditor CJencral to vcrifl, documents tabled by
thc Statc l)cpartmont:rnd rcport back t0 thc Committce as soon as possiblc.

2. 'l'hc Committcc markcd thc maltcr as resolvcd.

338. llushiangala'l'cchnical'f raining lnstitute

Report on the [:xannaion of the ReN olthe ll dito-General on tfu l.'nanaal Srarenentslor rhe Nunonal Gotcrnnenr for rhe
feat anded 3dh J ne 2015



338.1 Construction and C-omple tion of a l,ibrary Complex

Docunrcnts available indic.ltc that the lnstitute awarclccl a contract lbr the construction and
complction ol'a library cotlplcx to a llrn at a contrnct surn of Kshs.24. 4(r.i,865.47 rvith a

complction datc of3I Dcccnrbcr.2012. I{ccords hcld at the Ministry lcvcalctl that Kshs.24,
463'8(r5 has been clisbLrrsccl to thc Institutc tor\,ards thc plojcct with thc llnal distrursenrcnt of
Kshs.5. 270.775 maclc in .latruatr'. 2()14. ri,hilc pa),nlent lccorcis at the Institutc rcvcalcd that
Kshs. i4. 9tltl.2(r4.59 ltad bccn paicl to thc corltlzrctor by April 2015. 'fhc variancc ol Kshs.9.
475,600 has trot bccn accounteci [or.

F-urther. au audit iuspection ol'thc sitc in April 201.5 revcalcd that thc projcct *as approximatcty
60% complctc. No satislactor'1- cxplanalion has becn provicled lol the dclay in conrpletion of the
proicct and llo lllitltltcs in sup1rort o['an cxtcnsion ol'thc conlract period wcrc availcd IiI.audit
review. In tlrc circunrslances. it has not bccn possiblc to confilm if antl'"vhcn tlrc prcject ivill bc
complctctl ancl ho*' thc lralancc ol'Kshs.9. 475.600 \\,as utilized.

Submission by thc Accounling OUiccr

It was ttttc tlrat Ilushiangala 'l"l l au,ardcd a contract lor construction and coniplction ol'a Librar.y
ConTplcx to Illtcllcct (lontractors at a contlact sum ol' Kshs. 24,463,364.95 with a conrpletion
date ol'iI l)ccember.2012. Horvcvcr. thc Ministry- clisburscd a total ol'Kshs. i(r.541,550 in rwo
trarrclres o1'Kshs. 11.210.775 on 20 Novcrnbcr' 2012 and o1-Kshs. 5.270.7i5 on lll Dccembcr
2013. Oopics o1'thc bank stalclllcrlt rvith thc tlisburscnrcnls highlightcd havc sincc bccn availcd
lor audit rcvicu'.

It $'as also trLte that duling an audit irrspcction in r\pril 2015. l'he conslruction srrrks u,ere at
alrploxinratcll' 60"k tts zt rcsull o1' dclar'. llcear{ing the cor]tract cxtcnsiorr. thc issuc rvas
dcliberatcd ort by Iloarcl o l- N4anagerrrcnt on 9th Aprrl 2015 antl was applovcti on the str.clgth that
luncis lor thc rvotks ricre tlickling irr skrrvly lionr thc N4inistr'1'as pct statcntcnts atrachctl. lhc
docunrc'nts havc hecn lirlu,artlecl to thc auditors lbr rcvicu,.

Cornmittcc Obscrvations and I,-indings

I. Thc Cornmittcc directcd thc Ol'licc of (he Auditor ()cncrll to vcril'r, docuntcnts tablcd
b) lhe Statc l)cpartmcnt and rcpor( hurclt to lhc (lommittcc ls soon ils possiblc.

2. 'l'hc (lonrnri(tcc nrarkctl thc nra(ter as rcsolvcd

33f1.2 (lons(rrrction and (Jonrplc(ion ol'a 'l'uition Illocl<
'l hc lnstitutc asarcleci a contract lor thc constluction :rnd complction ol' a ruition trlock at a
contract pricc ol'l(shs.4 l. (r9ti.lJ6ll in 201 1. Althouglr inlbrmation availablc liorr thc Ministry
indicatcs that lirll allocation ol' tlrc contract pricc rvirs dislrulscd to thc lnstitutc anil that thc
building ltatl long becn contpletcd antl irr trsc. it rlas not clcarr,"rlty tltc collttact()[ \\,as still o\\cd
Kshs.2. 9i5.'103.3(r. lrulthcr. thc cortstructiorr Ilrnr rlocs not apl)car unclcr thc lnstitute's list ol
crcclitors ancl titctclbrc tlie tlcbt could nol bc aLrthcrrticatcd. In thc cilculnstanccs. thc validity ol'
thc arrr()unt ouccl ol'Kshs.2.93ti.40l cotrld not bc asccr.tainecl.
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Submission by thc Accounting Oflicer

I-le admitted that Ilushiangala l"l'[ awarded a contract of Kshs. 41.698,868 in 201 I to Wilkori
building and Civil Engineering fbl tl.rc construction and completion of'a tr.rition block.
[]e further admitted that Wilkori Building and Civil Enginecring had bcen crroneously omitted
f'rom the institution's list of creditors as at the timc of this audit.

'fhe contractor has since been included in the list of creditors and the institution paid him Kshs.
2.000,000.00 on I I June 2015 (see attached bank statement) with a balancc ol'Kshs. 935,403.36
to be paid upon cornpletion ofthc works and which have been forwarded for audit revicw.

Committce Observations and Findings

l. Thc Committec directcd thc Office of the Auditor Gene ral to vcrify documcnts tabled
by the Statc Dcpartmcnt and report back to the Committcc as soon rs possible.

2. The Committcc marked thc mattcr as resolvcd,

339. Kisumu Polytcchnic

339.1 Construction ofa Library Block

Irxamiuation ol' records maintaincd by thc Polytechnic showed tltat a consl.ruction firnr was

awardcd a contract lor constt'ucl.ion ol'a library block in Novernbcr 201 I at a conlract prioe of
Kshs.ll0, 672.45(t-60 for cluration ol'52 weeks. Examination of cxpcnditurc records revealed
that Kslrs. I I0, 4ti9,846.68 or 99 .\yo ol the initial conlract sum had been paid to the construction
lirm by April 2015. An audit inspcction in April 2015 showed that the projeot was about 70%
completc. No explanation has been providcd as to why 99.8% ofthe contract sum was paid when
the project was orrly 700lo complctc ancl thclelbre way behind schedulc.

l;urther, scrutiny olthe Bill o1'Quantities, which reflects the proposcd contract surn ofKshs.l10,
672,456.60 revealcd the lollowing unclear issues:

i. An anrount of Kshs.500, 000 was providcd lor clcrk ol' works. It was however
cstablishcd that thc clerk ol'wolks who is an employee ol'thc lnstitute was not paid
Kshs.500, 000 lor thc sclviccs he rcndcred.

ii. 'lhe contractor also providcd lbr Kshs.200, 000 {br thc plo.ject managcr's office.
I lowever, cluring thc sitc visit uo such structurc was seen.

iii. Kshs.l, 500,363 was provitled lor in the tender to allow lbr any incrcase in thc cost of
labour and/or matctials during thc contract pcriod. The samc amount was again catered

lbt uudcr provisional sunr lbr contingcncies and fluctuations totaling Kshs.6, 000,000.

No satislactoly cxplanalions were provided for the above anonralics. In the circumslances. it has

not bccn possiblc to contirm thnt expenditr:re totaling Kshs.2, 200,363 was a proper charge
against public resou[ces.
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Submission by thc Accounting Olficer

It was truc that Kisumu l'olytechnic arverrcled a coutract lbr ol'Libtary block in Noventber 201I
at corltrirct plice o I' Kshs. 1 10.672,456.60 lirr dulat ion o1' 52 weeks. I Ie howcvcl statcd that thcrc
was a valitltion ol'll.587o in the contract pricc tltat rvas making the total coutract sum to be
Kshs. I 23,492.46ti.20, thc llayrncnts nladc at that mome nt werc thoreforc not at 99.{l% ol' the
contl'act pricc. 'l hcse variations wcl'c I'ccon'l luclrdcd approvcd by thc public rvorks as pel aflached
letter liom thc rnrnistry of public urrrks. I{liF: cwo/KSM/l.lB/Pol.y/30 irnci arlachcd
confirnration lettcr ol'valiation htnt the principal.

[1 was also true th:rt an antolll'tt ol'Kshs. 500.000 \\'as providcd lbI clcrk of rvorks. Ilc stated that
these nlotries wcrc paid to thc contractor as per aglccmcnt. and the contlactot paitl thc samc to
the clcrk ol' w<ttks in trauches as per thcil aglcenlcnt. Attachcd is the acknou'lcdgcment ol
receipt ol thc si nc by thc clclk ol' riolks. .l 

hc contract also pror,idcd lbr Kshs. 200.000 lbr
projcct uranagcr"s ofllcc which lvc also rvish to cunllrrn was put in placc.

lt was alstt true that Ksh 1,500.3(r0 *'as plovidecl lirr as a llrnr plicc in the Bill ol'Quantities (BQ)
in gencral prclimirtaries l.o takc carc ol any incrcasc in thc cost o1' latrour and ol ntaterial tluring
the cxccution ol' the proicct/con(racl. llowevcr. therc r.vas an additional provisional figure
totaling to Ksh. 6.000.000 provided in thc IIQ shich rvas to take care ol' an;-' unlbresccn
omission or uttdetstated clcmcnts ol the prciect duc to thc magnitude of thc pto.jcct antl that is
how thc IIQ rl'as prcpalcd bv lhc cnginecrs Iiom ltublic r.vorks/ counly works.

Commit(cc Obse rvations and l,'indings

l. 'I'hc Committcc dircctcd thc Officc of thc Auditor (Jcneral to vcrifi, r.locumcnts
tablcd b1, thc St tc Dcpartmcnt and rcport bncl< to the Conlmittcc as soon as

poss ihlc

2. 'l'hc (lommi(tcc markcd thc mattcr:rs rcsolr,cd.

339.2 Construction ol'llumps

Information availablc also indicatcd that Kisuniu I)olytechnic cnlercd into a coul.lact with anothcr
firm to construct t\\() (2) l'umps at the scicnce conrplcx. labrlratorv and busilcss/l('l block at a

conlract sultl ol'Kshs.2'l. (160.301.12 on l2 Octohcr 20ll u,herebv as al thc datc of this rcport
Kshs.l9,804.l2-5.40 harl bccn paid. Furthcr'. a pcrlirnnancc boncl that tlle contlactor had givcn
during thc colltlacl pcriod had cxpircd on l0 Scptcnrbcr. 201-1 and had uot |een rcneg,cd. A
physical site visit in April.2015 rcr,ealcd that thc nrrrlps hatl bccn partiall), contplctccl 'uvhilc
examinatiorr ol'r'ccolcls at the institute levcalcd thc Iollowing anonralics:

i. I'he approvcd architcctural designs lbr thc runrps wcrc not available lor auclit rcyicrv.

ii. lncludcd in thc llill ol'Quantitics wcrc provisiorral amounts ol Kshs,2. 000.000 and

Kshs.l. (X)0.000 lirr contingetrcies antl electlical works installatiou lespectivcly.
llowcvcr. the abovc ,,vorks we rc not quantilicd in thc Public Works ccltillcaLe cluring
paynlent and thcrclitle tlic naturc ol-the works couki not bc ascertaincd.
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In the circumstances. it was not possible to confirm the propricty of the total expcnditure of

Kshs. 19, 804,125.40 on the project.

Submission by thc Accounting Office r

It was true that Kisumu Polytechnic entered into a contract with Pacific Gencral works Ltd to

construct two (2) ramps at the Science complex, laboratory busincss/lCT block at a colltract sum

of Kshs. 24,660,301.12 on l2 October 2013. llowever, the project was oon.rpleted and handed

over in September, 2015 as per handing over certificate attachcd which was providcd.

It is true that the approvcd architectural designs lor the ramps were not availed for audit rcview

during the visitation, we however confinn that the same were misplaced in a wrong filc and were

later located and arc hereby availcd for review (Appendix 339'2b)'

It is also true that includeri in ttre bitl olquantities wcrc provisional amounts of Kshs. 2'000'000

and Kshs. I,000,000 lbr cor.rtingcncies and elcctlical works installation respcctively. Ilowover,

we did a Letter 10 Public Works dated 4th May. 2015 asking Ibr tl.re breakdown olthc samc

The project was however completed as per attached certificate of complction and handing over

certificate.

Committee Observations and Findings

l. The Committec dirocted the Office of the Auditor Genoral to vcrify documcnts

tablcdbythestateDcpartmentandrcportbacktotheCommittecassoonas
possible.

2. Thc matter remaincd unresolved

339.3 Construction of Medical Laboratory and Clinic

Documents availcd lor audit indicatc that on 8 January 2013, the Institute awarded and signed a

contract with a construction firnt to construct a rnedical training laboratory and a clir.ric at a

contracl price ol' Kslts.47,22'/,422 Ibr a duratiou of one year (52 wecks). n site visit to the

project in ApLil 2015 revcaled that, although the roofing ofthe building had been complctcd, thc

internal finisl.rcs wcrc yct to be con.rpleted as per thc bill of quantities and the contractor had

abandoned the sitc and as a rcsult the ploicct had stalled'

Examination ol' paymcnt rccolds at thc institute indicate that Kshs.44, 506.(137.53 or

approximatcly ()3olt <tf thc contract sum had alreiicly becn paid. It was furtllef notcd that the

plifo,..un.. bond had cxpired on 4 January, 2014 and had not becn rencwcd as at the dale of

this report.

Further, exar.r.rilatiol ol' coltract documcnts revqalccl thc followirrg unsatisl'actory matters:

i. I'he Institutc sub-contractcd thc clcctrical and mcchanical works at varied contract pric()s to

Kshs. , 125,2()2 ancl Kshs.7, 055,2{i8 liom the initial oost of Kshs. I , 908'000 ancl Kshs.4,

240,000 rcspcctivcly. No salislactory cxplanations havc bccn provided fbr thc irrcgular

variations ol' Prices'

lt(litor-(ic,uft on tht' Ftn t,cnt Sk c ,t t sl' the iotional(;orcnn'ent [o1 t
Rcport ot, tt.( tnanlntt tt , 'r th, llqtt t 'tf tht
Yrat ahtul J|'t' ,hdc :ltli
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ii l"ulther, incltrdcd in tlrc Bill ol'Quantities lbl mechanical rvorks is su,,l1, a.d fixing of
sanitaly rvorks at Kshs.4,0 rj.870. and suppry, dclivcr.y and instauation oI galva,izcd stccr pipes
priced at Kshs l.5ll9, r4 r . suppll', dcrivcr-y and instalarion of fire cquipnrenr worrh Kshs.444,200
and allorvancc lur extcrn,r watc. rccircuration rbr Kshs. l5r.rgg. a totaIingKshs 6.19g,299.
llowevcr physical velilication ol'thc building levcaled thal thc.,vorks irave not bcen donc yet the
sub-co.tractor hari bec. paid a total of Kshs.(r, 240.7ri.g0. No salisractor.y rcason has been
providcd lor paying lbr.sert,ices that had not yel becn rendcred.

In thc circunlstanccs, thc stakehoiders ulay not havc obtained valuc lirr thcir rcsourccs and thcprop'icty olcxpe.diturc totalring Kshs.(r. 240.7r.1.g0 co.rd rrot be co,l'irr,crr.
Submission by the Accounting Officer

It was truc that ou 8th .ranuari, 2013. thc irrstitutc au.ardccr and signecr a contract with a
constructiol] flrnl to conslruct a medical training Iaboratolv ancl clinic al a colrtr.act price ol. Kshs.
47 

'227 '422 lor dttration of'onc ycar (52 weeks). It was also truc thc co.rtr.actor had abandoned
the sitc and as a rcsurt rhc p'o.icct had sta[ed. we wish to statc thar this was occasioned by the
contractots dernand lbr pavnrcnt ol'Kshs 5 rlillion which u,as outsicle tllc contract agreemcnt and
was lrot approvcd by thc ptrblic works as pcr attachccl lcttcls l{cl': I)DI}l-lKSMIy2 0l4loo7 andRel I{wo,4'{YZlrlt.l)(iil']rtoJ/(r UyoL..rI/25. 'lhc rrinistr.y of lands, rrousipg a16 urban
dcvelopmenr wrotc to rhc contractor via Icrter ref RWO/NyZ/1lr.n/rrrto.y6li^fir,. /30
requesting thc contraclor to get back to site but the contractor u,as giving conditions that could
not bc mct bclb|e going back to site. Duc to the unencling issucs l(isurnu polytccSnic via LetterRct KIVI IltA/lvol'l62l0o2lvol.lll135 requcsted lb. a rnutual tcrminarion .l- rhc oo,rracr. Ihe
docuntents have bcen firr.warded ro tlre auditors lbr rer icw. (Appendix 339.-ia)
It was als<l tluc that (hc Institutc subcontractcd the clccrrical and rncchanical works at varieci
contract prices to Kshs. 4]25.292 and Kshs. 7.055.2gtt. IIc hou,cvcr srarcd rrrar thcse l.igurcs
wcre wrongly capturcd in thc ltlovisional sunts as Kshs. 1.800.000 anrl Kshs:1.000.000 as per
lcttcr [lcf': Kl'/Dl2/voL.Ill l9 r'ct;uesting lbr the corrcctiou of tlrcsc.'l his was in accordancc withtlre conttact agrecttrcllt signcd stating thc contract valucs as to Kshs. 1.725.2g2 ancl Kshs.
7'055'288 attache(l arc ctlpics oi-thc contract and copics ol'thc correctcd pricc sLrnrnrarics anti
thc sarlc lras bccn availccl lirr audit rcview.

It was also truc that thc colllt.ack)r hacl bccn paicl Kshs. 6.240.713.1J0 li
Ilc statccl tlrat this \\'as as I)cr ccrtilicatcs ol- payntcl)ts raiscrl by thc p
dcliver'1 ol'thc ,ratcriars. I. acrtrition. thc instaIati.n c.urtr ,or bc lirrlr
was incortrplctc. lrut sincc thc contractot.haci not bccn Iirlll,paid. Ksh
would bc paicl upon collltlction ol' thc u,ork that rvoultl invoivc
Ilorvcvcr. thc pro jcct is 90,2, colnplcte and r.r..ork s still continuing
lonialdcd l(r lltc ilr.l(iil()rs lirr rcr icrr.

rr thc nrechanical rvor.ks.

ublic works attachcd lirr
rlorrc sincc thc bu ilding

s 7.05 5.2118. the balancc
installations and lixing.

lhc rlocLrrrrcrrts har c bccn
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Committce C)bscrvations and Findings

l. 'f he committec directcd the office of thc Auditor Gcneral to veril.y documcnts

tablcdbythcstatcDcpartmentanrlreportbacktotheCommittccass()onas
possiblc.

2, The matte r was markcd as rcsolvcd

340. Kisiwa 'I'cchnical Training Institute

340.1 Sanitation antl Sovcrage Works

Examination ol't'ccqrds n-raintained at Kisiwa Tcchnical 'l'raining Institute revealed that the

Institute awardccl a contracl for. the in.rprovement of clrainage and sewerage systcm at a cost ol'

Kshs.l0, 927,822. As at tl.re time of audit Kshs.9,754,134.50 0r 89.2% of the contract surn had

been paid while the proiect was not conlplete as per the Bill o1'Quantities'

Further, scrutiny of the Bill of Quantities relating to 2 ablution blocks under bill no. 2 and 3

respectively rcvcaled that thc cost included Kshs.l60, 000 lbr water closet and wash hancl basin

facility tbr disablcd pclsons. A ptrysical veriflcation on thc site on I April 2015 revealcd that the

works have not becn <lonc. Further, tlte contactor was supposed to put tlp 12 dhobi sinks at

Kshs.l 7. 000 in cach of thc ahlt(ion block. I.lowevcr'. only 8 sinks were put up in eacl.r block

resulting in works worth Kshs.l36' 000 not lraving bceu donc'

Additionally, tlic works included construction ol'stalT toilets at a cost of Kshs.774' 4ttO in

addition to supplying. installing and testing lighting in thc ablution block at a cost of Kshs l06.

850. Ijowever, physical vcr.ification levealcd that thc works have not been donc despite the

payments having becn nraclc. Furthcr, undcr bill no. 5, the contraclor was to put up an ablution

block for support stalT at a cost ol Kshs.3 49.320. ',fhcse works had not been done by 1he timc ol'

audit although they wcrc alrcady paicl for. Uncler the circutnstances. the propriety of thc cost ol

excluded works amounting to Kshs.l, 526'650 could not bc confinncd'

Submission b)' th" n""orn,ing Officcr

It was true thitt Kisiwa -l'echnical 1'r'aiDing lnstittttc awardc(l a contlact lbr thc inrprovcntent of

drainage an<i seu,eragc systcur at a cost o[' Kshs. lo.9?7.822.',f hc project had cxperiencctl tlelays

but wc wish to statc that thc cotltract is conrplcte atrcl has bccn hatrcled ovcr to thc institutc aS per

attached comltlction ccrtillcatc ancl lTar.rding over ccrtificatc. l-hc samc was fbrwarded lbr ar"rdit

review.

Committcc Obse rvations and l"indings

l. .fhc Coulniltcc tlircc(od (hc Officc of lhc Auditor Gcneral to vcrify documents

tablc<l try the slatc l)cpartrncnt and report hack to thc (lommittcc as soon as

Poss ib lc.

2. Thc ntattcr was rnarkcd as resolved

ltilttr.(irrrl on tl( litt.tt,(k Skttt tttt: ht ttu Nuhon(Reytt on rhe ttvnut.,tkt' . l tln ld l\ t "ltlh'
Y.ar e,ulc,l 3i' J, L :ul5

l(iovrtuR'nt lbr tltt .l8e



340.2 Water Ilarvcsting I,rojcct

I{ecords availed lbr audtt rcvicrv indicates that a li,r was a,o a.tictr a co.tr.ct lir. thc corrstructionof water harvestitig projcct at a contrac( sum ol'Kshs.5, 6 | I,(r40. payurcnt rccor.rls rcvealed thatKshs 6' 467' 137 was paid rcsulting i. an unexplained 6vcr.paynrcnt ol' Kslrs.g55. 49g. Iru(her,the Ilill of Quantitics inciuclecl Kshs.(;00. 000 lor consr.rcrion ol a, tr,der.gr.ouncr ta.k usingapprovcd brocks' 
'or'vcvcr. 

as at rlrc tinrc of audit. a., dcspitc the lircl that li,, pr1,,r.nt, hudah'eadl, bccn madc. {he tank had n()t bect.l collstl.uctcd.

Furthcr' the contractot' had becn paicl Kshs.l, 050,000 lbr elcctr.ical collnectiorls and a furtherKshs 700' 000 being a va.iation duc to undercstinration or thc tlistancc lo rhc danr. Ilowever, aphysical visit to thc sitc rcvcalecl tl.rat the distancc was app'oxinrar.cly Il00nr anrl .ot 1.5k, aswas indicated. Thc distancc to thc da.r was ovcrcstimatcd leadirg to a possibre uu"rpoy,r"nr.
In addition, tlre conrraclor was.paitl Kshs.2, 1 00,000 rbr supply ancr insla[ation or'rhrce (3) prasticwatcl tanks with a capacitl ol'24nril on a conlnloD lablicated stccl tor\,cr at Kshs.700.000 eachfor thc same water hal'vcsting pro.icct. I lowcver', physical verillcation r.ci,calecl thal the contractorsupplied tanks with a capacirv of IOnr3 0r' r0,000 litrcs. r.incprir.ies li.om 

'arious suppliersrevcaled thar the price or'24rn3 tank is Kshs.27l, 000 whirc rrrat of 10.000 litres is aboutKshs 80' 000 Thc contl'actor thcrcfbrc supplied water tarks with lorvcr capacity at a total cost ofabout Kshs 240. 000 againsr rrre anlounr paid of Kshs.2. r00.000 
'r.csulting 

in anundcrpctformance and ovcrpayntcnt ol- Kshs. l, g(r0,000.

ln thc circurnslanccs. the proprictl' of the totar cxpenditLrre oI Ksrrs.5. (trr.640 courd not beasccrtai.ed and stakehordcrs ,ray ,ot ha'c obtai.ccr varuc lbr.thcir rcs.ur.ccs.
Submission by thc Accounting Ofticcr
lt was truc that a filnl was arvatdccl a contlact lbr thc colst'uction ol'*,atc' harvcsring project at acontracr sunr of Kshs. 5.6 r i ,(r40 and w.:rs paid Kshs. 6,.167,r37 . I.rris rr.as rruc kr thc variationdonc.' thc contracl due to changc in distancc to thc cra^r - rettcr lio.r the Ministry ofEnvironrlent Watcr and Natural Ilcsourccs was attache(l

It was also uue thal (he colltfactol had bccn paid Kshs. I,050.000 lbr.elcctr.ical conneclions and afurthcr Kshs 700,000 bcing a'ariatio. duc to undcrestinratio. ol'thc dista,cc to thc dam. Ilchorvc'cr statcd tha( thc variatiorr rras tlLrc ro thc initial way lcavc ol'tlista:rcc ol'300nr beingdenicci h1' privatc lantlowners atrd ltcncc thc redcsigning ol'thc ncu. linc lbr a distarce ol. 1.5 knras pcl attachcd Icttcr Ilonr thc Ministly ol'Ilrrvilonnrcpt Watcr.u.ri Natural llcsourccs. .l.hc
docuntcr.tt was forwar.dcd to the auclitors lbr.revicw.

It is also trtlc that tlte colltlactol rvas paid Kshs. 2,100,000 lbr supplv arrcl installation ol.three (3)plastic rvatcl tanks with a caltacity trl l.lrrr_l oD a con]ll)oD Iabricatccl stccl torr,er.at Kshs 700,000each lirr the same ',vater lrarvcsting pr.ject. IIe also stated that thc cost \\.as r.rot.iust suppll,ing lhctanks but also cl.cction ol firbricatcrl stcel Iower.

thc t .lth,.(i.tk,t t o\ th? t-r,k;k'l Sk r h,nt: fi t,r \itnonot t;,"u
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I

(lomrnittee ()bscrr':ttions antl I''intlings

The Committcc tlirccte<l thc olTicc of thc Auditor Gcncral to vcrify documcnts tablcd

by the Statc l)cpartnront antl reporl back to the (lommittcc as soon as possihlc.

2. 'l'hc mlttcr rvas m:rrketl as rtsolvcd

340.3 'fuition lllocl< I)hasc II l'ro.iccl

Documents availablc indicate that on 3 Fcbruary 2012 the Institute awarded a contract lor the

construction ofa tuition block phasc II to a contractor at a contract sum of Kshs'23, 167,908 for

a contract periocl ol 24 weeks commencing at a date which was to bc agreed upon with the

project enginecr.. Availablc information as at 6 .lune 2015 indicate that an amount of

Kshs.26,440,969.95 had been paid to the contractol rcsulting in an overpayment of

Kshs.3,273,061.95. rcpr-cscutitlg about l40Z ofthe total contract sum

Further, out of thc paymcnts of Kshs.26. 440.969.95 paid to the contractor, Kshs.22, 700.861.15

was not supportccl by valuatior.r cer'liflcatcs fi'om the Ministly of Public Works as rcquircd ln

addition, two paylncnts amounting to Kshs.(r. 500,000 were paid to the contlactor as

advance/mobilization 1'ce oJ' wlrich no rccoverics were madc liom subsequent payment

certilicates.

Thc unjustilicd ovcrpayl.ncnts to thc contractor of Kslis.3, 213,061 .95 and unrecovered

mobilization fcc of Kshs.(r. 500.000 are not a propcr charge to public resoltrces.

Submission by tlrc Accounting OII'iccr

It was true that on 3 r'c'l l"ebruary 2012. the Kisiwa lnstitute awardcd a contract lor the

construction of tuitior.r block phasc ll to a conttactor at a conlract sum ofKshs. 23.167,90i lor a

contract period ol'24 wccks corttn tcttcit.lg at a date which was to be agreed with the project

engineer.

It was also trlrc that au amount o[' l(shs. 26,440.969.95 had bectr pai<i to the conlraotor' We wish

to state that this was as a result o1'vatiations dottc on the projeot and the documcuts havc been

availed for altclit t cvicw..

Committcc Obscrvations and F'indings

l. The Conrmiflcc rlir.cctctl thc Otficc of thc Autlitor Gcncrll to vcrify documents tabled

bythcstrrrcl)cpartmcntandrcportbacktothcCommittccaSsoonaspossiblc.

2, 'I'hc mattcr rr'as ma rkctl as rcsolvtd

340.4 Llnirccotlntctl lirr li r pcntl ilrr rc

Llxamination OI' r'ccorrls nraintaiuctl at tlrc lnstitulc, lurther |evcalccl that the Iinance OIIcer

rnadc cash witl.t(llir$,uls ol'l(shs.687. 800 on various dates. Thc withdrawals coulcl liowevcr not

bc vcrillcd duc to lacli ol' rclcvant supporting clocur]rculs. Cousccltrcntly, propricty ol- rhe

cxpcnditure ol Kshs.(rli'/. t3(X) cotrld trot bc itscct taitlccl

Repon on the Fs:urttittttttn olrltL lnlxnt o/ttu 'lu<hk"-(;!ncru
ltu la oficrutStutettt(nts li, llrc \'ut\nal (;oru'lncnt lbr t'

te anded 3dh Jun( :01.,

e



Submission by the Accounting Ofliccr
It was truc that the Financc ollicer madc cash withdrawals ol'Kshs. 687.lJ00 0n various dates.'l'hc copics ol'thc vouchcrs that wclo uscd to clra,uv the nronies wcrc attachc(l anti availed lbr auditrcvicw.

Comrnittcc Observations an<I l.indings

l' 'l'ht (lommittcc directcd the ollicc ol'thc Aurlitor Gcncral to vcrily tl,cunrents tablcdby thc statc Dcpartmcnt anrr .cporr rracri to thc Commirtcc irs soon as p,ssi,le.
2. 'l'hc nratter renraincd Unrcsolved

3,ll, Shambcrcre Tcchnical.l'raining lnslitutc
341.1 [Jndclivcred Softwarc

lixarrirration ol'cxpenditu|c rccotds at thc lnstitute [cvca]ccl that Kslrs.l(r0.000 ,"vas paid inIhvoul ol'a fi rnl vidc paymclit vouchcI No.lll.56 datcd 24 Novcnrb",.20]4 ancl rnvoice No.l035
datcd I2 October 2014 in r.espcct of sLrpply ol-solirvare.

Ilorvcvcr. thc sortrvarc rrad not bccn dcriVcr.cd as at j0.runc 20r5, nror.c lhirrr scvcn (7) monthsaftcr paYll)cl11 'l his is contrarv to tlrc ployisions ol'Public Iiinancc l\4arrirqcnlcnt /\ct. 2012. otherMinistr')"s guidclines and Public PKtcurcr,llcnt irncl [)isposal Act. 2005 :rrrrl its r.cgulations of.2006rvhich rctluirc that payment for goocls procurcd bc madc afrcr clclir,er.1,. insp"ctir,,r a.cl acceptanceolthc goods by the users. 'r'rre r,stitutc *,as thc.crirr.e in brcacrr of'thc Ia*.
Subnrission by thc Accounting OITicer

It was trttc that Kshs 2(r0.000 rvas paicl in lil\,oI ol'a liInr Yiclc pavnrenl rotrchcr No. lg56 of 24thNovctttbcr' 2014 and invoicc No. l0i5 dalod I2th octobcr.20l.l in rcspccr ol suppl' ol-software.
I'lrc srrlirvar.c was horvcvcr dclivcr.ccl on lZ/1012014 as pcr. Dclivcrl, No. 1035. (iootls l{cceivedNotc No.447tl, Inspection altd Accc;.rtuncc lir:r.rl.

Comnrit(oc Obscrvations antl F.intlings

l ' 'I'he (lommittec directcti thc ()llice of thc AutJitor (icncral to r,cril'r. rlocurnents tablcdh'thr: Statc Departmcnt an, rcport hack to thc (-'ommittec ils soolr ils p.ssirrrc,
2. 'l'hc nrattcr rr,as mzrrkcd as rcsolvcrl

3.11.2 I rrcgu lar Allowancc

llxatlitlatiotr ol' records t,,aiulaitrcd at thc Institute revcalcd tllirt illlo\\ilr)ccs totalling
Kshs 5Tl'(150 werc paid 1o varitttts tnctnl.:cls ol stall'in rcspcct to responsibililr irll.r.varces andailtilltc l)aytncnt olthcsc allowanccs wcrc horvcvcr lrot suppol.lc(l by Iloar.rl rr1r1.:rrrr.al ancl it wasno( possihlc to cotrlllm that Kshs.57l,(r.50 ri,as ir plrpcr. c6argc to public r.cs.rrr.ccs.

Iiurtltct' all atltottnt ol Kshs-100.000 r.r'as paitl to a lirnr lilr Ar.chitcctLrral rlrarrings. []ill of
Quantitics and structurar drau'ings against in'oice no. r:B 201.1-0.1 crarctr -l .,\ugus"t 2014 or

R.Nrt u h' t.:\ ,t,kttton ot the tuDott "tcot L,ntd .t0 .ht,t,: t5
lthe t ho'..(;o,o. ton rh,, t.in,tttt.JLSr(ttDt'tts li)r th( .\ittl ol (iut,nnn,nr lrt rtt. a8e



Kshs. 165,000. I lou,ever. it is not clear why thc Institutc engagccl plivatc praclitioners instead of

Public Works offlccrs.

Submission by thc Accounting C)llicer

It was true that that allowances totaling Kshs. 571 ,650 wcre paid to various members of stafT in

respect to responsibility allowances ar]d airtimc. I lowever, lloard nrit.rutes approving the budgct

are hereby attachccl.

lt was also true that llic lnstitulc er.rgaged private practitioncrs instead of Public works olficcrs

].hiswasdorrewithtl]eoollsetrtol.PublicWorksOlficcrswlrowclebusybythen:Official
communication letters lionr the Institute and the rcsponsc liom the l)ublic works were attaclled'

Committee Obscrvations and Findings

l. The committcc tlircctctl thc olficc of the Aurlitor (lcneral to verify documcnts tablcd

by the Statc l)cpartmcnl antl report back to thc Committcc as soon as possiblc'

2. The matter rv:ls markctl as rcsolved

342. Eldorct Poh'tcchnic

342.1 construcrion of Institutional Manageme nt Laboratory and Kitchcn Anncx

llxafirination ol payn]cnt vouchels and summary [coorcls ol'l']ldoret Polytechnic revealcd that thc

Institute engagctl u colttractor lbI a labotlr only colitract ttlrvarcls crcction and completiorr ol'

institutional ntanitgcl.nont litboralory that also incltrtlccl a kifchen airnex Further sclutiny of the

payment records revcalcd that. thc Polytcchnic contractod lirr consultancy services and

sepa.atelyprocttt.cclntatcrialsIl.tlrrrpr.cclualifiedsupplicrs.I.Iowcver,thelr-rstitutelaiIcdttl
prorider"le"untstrplloltingploctlrcnrcntrecords[ttrther'asattl]ctimeofsitevisit'theonly
records availahl" rr'"r" I.r,l),,.,ra,,t \,ouchcrs ancl cxpclrclilttt-c st-turmalies which indicatc that thc

Institule had spcnr Kshs.ll9.4{J(r,190 lor purchase ot'building matcriirls and Kshs 3l '486' 
I 90'00

lor labour ancl consultancy scrviccs. No othcl suppot'til1g tlocumctrts such as works valuation

certificates uc[c rrr ailctl li,r. irutlit rcvicw. Ilowcvcr'. sclrrtirrl ol the payn]ellt vouchers suppoltillg

disburse,rents a'.ilccl by thc Mitlistry rcvealcd that the lllstitute rcceived Kshs l05, tl50'000 in

the financial ycurs 2010i201 | 201312014.'l'he certilicatcs cxamined lor thc main lbod

laboratory revealctl that thc initial cost o1'Kshs.l52. 000.000was Varicd to Kshs275' 000'000an

increase of Kshs.l23, 000'000 ot abottt tll% which has uot bccu explaincd'

Irurther, cxamination ol thc srnrc puhlic works ccrtillcates attaclied to the vouchers rcvealed that

construction ol'thc luborirl.ory Kitchcn aullcx cost was varictl liom Kshs' 120, 000'000 ttt

Kshs.225'000.(X)0.attinr.:rcascol.Kslrs.l05'000,00().00orabotlttl8%.Dcspitethescsubstalrtial
paymcntslothCc()lttrsctor.thcprtrjcctisitrcorrrplctcal]dl1()statusrcportonlevelofcorrrplction
from I)ublic Worlts wlts availccl lirr auclil t'cview'

ln the circulltsltrnccs. it has not lrecn possiblc to cstablish tho l]atulc atrd terms of'this contract

and to confirrl tli t thc abovc costs totalitrg Kshs.275, 000,000 wcrc a proper chalSe to public

:
llelorl on the Lxantt iton drh,: tkporr o1 rtt ,lt ttur'(i?ncrol on th" Ittldn' it Srt unvnr: l,'|rc n'uttonol Govem,nentlor tlv

Yc(t.e,klltl i0')' .h k :ul-\
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It was true that thc abovc pro.icct $'as Iatrour basctl as sLrPportetl try l).o.(i N4irutcs ancl was norawardcci to a single bidder. IIc notccl thar thcl acknorrllcrigetl tliar ,r thc ti,rc ol. the auditinspcction they could not immcdiately acccss the clocurrcnrs as raiscd bccausc thcy were to berctricvctl fi'<lm the institulion's atcl:i'csr lrr*'c'cL. tlrc' rrcrc ablc to rctricr,c thc same later.A Consultant b1' the name Eng. z\lcx IlLrigut rrrrs.ngug",l cornpctit ir,cl-r r. srr,c^,isc the aboveprojcct llel'er kl consultarlt acccplilncc lct(cr'. l)r'ocurcnlcnt recoi..ls i, r.cgar.ri to .l.cnder
comnrittce proccclural rccords har.c becn attaclrctl antl irclucic thc lirllo,uvirrg:

luntls

Subnrission l)\. lllc Accounting Ol.lice r

l. Initial pro.iccr cost
Ksh.l52M

'I he (lorl nr i(cr: rlirc
l a blcrl hr lhe St:rte
pos s ib le.

2. 'l'ht'Conrnrittc ntlrlicd tlre lnaltcr :rs rcsolr ctl

without thc Kitchcrr Arrncx rci'cr to Cerr. no.-i dnlcd 2g.9.2009

cterl (he Ollice ol lhc .,\rrtlilor Gcncrrrl lo r crilr rhcurncnis
I)r'r)ar{rncnr rrntl .ep,rt rlaeL r, rrrr ( r)rr.irtr.e :rs s(,on ,rs

o l)rcqualifiedSuppliers

o llvaluation Corrnrittee Minutcs

11 was truc tllat it was not possiblc ro distinguislr paynlcr.rts rclaling t. La6or.irt.r.v or the KilchenAnnex. 'l he laboratory and thc kitchcn an.cx ,r.r. u,.," p.,r:..., ;;,,.i,; 
'rr"",,rrr,,*,,onrf

Managcnrent & lirod Labo'ator1 (rM & Irr.) ANI) a Kitchcn Anuex. l rre buirtring r,vas enjoinedand thc works wete not practicably scpalatc 1'or tlrc tr.vin bkrclis. In lact. pLrblic ri,orks cerlillcatesindicatcd the plo.lcct as one rel'erlcd to as't)Rol)oSlll) l:RI:cl-loN ANI) CoMpl-El.loN ol-.INSI'II-U1-IONAI- MNNAGEMIJN'I'NNI) FOOI) I,ABOI{NTORY (KI'fC]III]N ANNEX) ATELDORIiI' Por.y]rcr'rNIC MAIN cAN4r,r-rS', ncrcr.r. rrrc I)ubric works (ierriricare No.5daled I I th August. 201 3.

lt was true thar the initiar totar cosr of rhc pr.o jcc( rvas ksrrs. I52.000,000. .r.his 
u,as bcfbre theadditional ncrv dcsign o| a Kitchcn Anncx *as cnjoinccr c.sti,g Ks6. 60,000.000. -fhe 

breakdown lol the ovclall proicct cost'"vas Ksh. 250,000,000 as irrrricatccl bclou,;

2. l,abour cost as per cefl. ,.. 6 datcd 6,r, Octobcl., 20I I Ksh. l-5.2i\4

3' l5% variarion as pcr ce.t. no. r2 cratcr{ l0rr'ocrobcr., 20r2 Ksh.22.gM
4 Ner'i' clcsign Kitchcn Anncx as pcr ccrt. nr. 2 tlalctr i 7rr, Scptcmbcr.. 20 r2 Ksh. (r,M-l'hc 

prolcct is conlpletc attd itr usc. r\ttachstl is conrplction ccrtilicatc a.cl sunrmary ol.statenlent lor paynrents oll accourlts wlrich havc bccrr lorrvarcletl to auclit0r.s lirr rcview.
Committcc Obscrvations and liindings

llL'ptr ort rht l-wwntrr., ,,tm. tt.,
lil.l. t:D&d .\t h t,. \)t i 8o

Dtl of thc .tu.hk,.(;!,k,rol u rhL, t..nut nt \ktt!Dh tt\ /;t.tlp \',,noni t;,tonnt,l,tr lu-



343. Construction ofan Applicd Scicnce Laboratorl'

Examination of available records in thc Ministry indicate that in 2011/2012 and 2012/2013

finanoial year.s, funds totaling Kshs.49,(r5 0,000 were tlisburscd to l"ldoret polytoohnic towards

the construction of an apptiecl Scicncc Laboratory project. Ilowcvcr, scrutiny of thc Public

works certificates availctl by rhc Ministry indicatcd tliat thc initial cstimated project cost of

Kshs.62.000.000 was variecl to Kshs'2ti5,000,000 by unexplained variance of

Kshs.223,000,000.00 or.about 3(r0%. l.'urther, no procurement ancl payment rccords relating to

the project wcrc availcd lbr au<lit lcview and thc projcct hati stalled as at the timc ol'thc audit'

In the circumstances. the pr.opricty of the valiation of Kshs.223. 000,000 could trot be confirmcd'

Submission by thc Accounling Ofliccr

lt was true that in thc ycar. 201l-2013 Kshs. 49,650,000 was disbtrrsed to Eldor.et Polytechnic

lowards construction otAppliecl Sciencc Labolatory Projcct. 1'hc total project cost was Kshs

60,000,000 as pet' ccrLilicate No.1 dared 2nd l"ebluary' 2009' That was a non-storey building

structure. Howevcr, in thc subscquent periocl the structure was rcviscd to carry olle storey (First

floor) and the cost was thcn reviscd to Ksh. 120,000.000 as per thc certificate No4 daled 26tlt

Septcmber, 2()09.

The collegc in thc Pcliocl bctrvccr.r 20ll-2013 utiliT-cd the total anlount disburscd as pel the

auditor,sobscrvatiolrs.Apparcntlyil.tlrclewcrcanysubsetluentlc(lucsts(brvariationstoKsh.
2g5,000,000 its r.aisccl ilr thc qucly. thcn thcy wcl'c l]ot honoretl bccausc PPOA had scrapped

labour basetl contracts and any retluisition for variations wcrc llot disbulsccl bccause ol the lcgal

dispcnsatio, thc. (llcl'cr to thc p.iytcchnic's lcttc' I{cl': I'iADM/l/ltl daLcd l2th October' 201l)'

Thus, the projcct stallccl dtrc to non-lirnding o1' thc santc' Ilowcvcr' thc works were later on

awarded throrrllh tcnclcr. systern. Rcl'r:r to 'I'cntlcr award datcd ioth Junc 201 5, Notificalion of

awaldtothecontlactortranlelyIlarnrolinginccring&BLrildirrgCo.l,tdandacceptanceoftlre
same datecl l Tth .luly 2015 wliich havc been lorwardod to auditors Ibr review'

Committcc ()bscrt'a tio ns lnd l"indings

l. 'fhe c0nrnrittcc tlircc(ctl thc ol'l'icc ol thc r\utlitor (icncral tr-r vcrily documcnts tabled

by thc St:rtc l)cp:lrtmclrt lntl report bath to (hc (lommittcc as soon as possiblc'

2, 'l'hc Comnritlc markcd lhc mattcr as rcsolvcd

344, Unsigntrl Schctlulcs lirr l'aymcnt of l'abourcrs

Exanlination()jl)il\,ltlclltst.ccot.tlstcr.calSthatthclnstitutcpaiclKshs.l2.6gs.8S0tocasual
workcrs but tl,r. sLr,,.r.tipp. scScdulcs wcrc lrol signctl b1, thc rcspcctivc r'vorkcrs. l:urthcr,

available inlt'r.::u:tiOn intlicatccl tltat s()nlc ol tlrc rvorkcrs |cutlcrcd sctviccs itl nrany dill'ercnt

areas witlrirr u r'cck. lt is not practical hrr onc to bc crtgaged in thc u'tlrks ol'walling' roofing'

plastering, plurrrllrng, clcctlical lirrtks and kcying at thc satuc tinlc ln the circumstances' the

-

'ttt'xl ott rh IinutulSr. t ('tt: l't tlt! '\\lttt'ktRepo on the t:*t tunn"' nl tln
Y"at lnded 3d" .h ^ .'ttti
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total cxpenditure ol'Kshs l2. 69u.1itl0 on latrourcrs coulrl not bc conllr.nrccl ils , l)roper charge topublic lirnds.

Submission by Accounting OIIIccr
'l'he auditors statcd that dtr.ing ar'.dit inspccti.rr. thc rccor.cl r.c.,ealcrl tlrat t6r, lnstitutc paidKshs l2. 69tr.8tJ0 to casrrar *,.rkcrs urrosc srrPportirrg schctrurcs \\.cr.(, r.rot :.i1lned by trrercspectivc workcrs.

'l'hc truc positio, was that thc .cquisitions lilr pa'nrcnt *,crc usLrall' tkr.e ,r.i<lr to actuaipaymcnts with thc list *'hich indicatcd arr'tounts to be paiti a'd copies.['thc sarr.rc rvcrc the, usedby tire supervisor to pav and at that point cach labourers rrrrulcl sign altainst hrs/her rrantes and befilcd in the payroll 'l'his woLrld bc rval latcr alrer.cash rct;uisitio.s harl 6c,r tl.rrc.
In this situation then' q'hat *its tclctrctl t. as 'unsiurrecl schcdulcs' *,crc cash rcclrrisitions for thelabore[s awaiting caslt clisbttrscrlcnts by thc srrllclvisor. l)avr.oll sclrcrltrlcs wlric6 rvere dulysigned by Iaborcrs upon pil'tllcnt bl thc supcrr is.r' ha'c becn attachcd a.rl tlrc s:rrrrc have bcenIirrwaldcd to audil()rs lor. r.cvic,,^,.

Committce Obscrvations anrl liind ing.s

I' 'rhc commitlec dircctctl (hc ollicc ol (hc r\udikrr Gcrreral (, r.eril'r.rlocrr,r:nrs tabledb1'thc statc r)eparrrncnt antr rcporr back t, thc (r,nrlnit(cc *s s()on ,.\ p,s:,irrrc,
2. -l'hc Committc markcd lhc mattcr as rcsolvcrl.

345. Kiirua Tcchnical'l.raining Institu tc

345.1 Stallcd Librarl, OomJrlcx I,r.ojcct

Flxanrinal:on o1'the pt rlc ure tl'lclIt lccords at thc Kiirua irrstitrrtc r.er.calctl thirt oIl l0 December20I I the tender comnlittce a$'arclcd a colltr ct Ibr tllc constructiorr ol plrasc onc ilr.thc proposedlibrar'1'conrplcx to a cotltl.actot. at a contract cost ol- Kslrs..l2. 923.710litr.a crrntr..re t duration ol-25 "'ecks 
'lhe colltract rras signcd o' I-l l:eb'uart,.20ll arrtl thc wor.ks c.,r,rc,ced on 14Irebrua'y 2012, at't extension or'corrPrction pcrio,l or rg *.cciis rvas soughr antr grantcd by theclicnt lesulting in rcvisctl coutl.act cluration ol."lj rrccks.

Furtlrcr. rccords hertr at rhc InstitLrtc rcr.carccr Ir]al ir \ariati()rr 0r- Kshs. Ir. g5g.4.15 0rapproxintatciy 38.j5% ol'thc colttr.act sull \\,as soughl liorn thc pitrcnt Ministrl bv the proicctlllallagel 'l hc Ministl'y tlcclincd thc 'ari.ti., and rhcrealicr'rhc Ilroiect ,r.,.,,u.u"r r.,,1".1 do*,rr theu'<lrks 1o save an cstilllatcd nllrount ol Kslrs. ll. "121.015. /\s ilt thc lirrrc ol rrrrrlit Kshs,25.542'50(r'40 had becn paid to tJrc contractor 1'ct thc trLrilrlirrg hacr orri' bcc^ c6.c ul) to tlrst floorand thcrealic. stallcd. No c'itre,cc or apProvar .r'r.ar.iati,,n .r'sco1.rc .r.rrrrr.ks as rctluircd byseclion 47 o1'thc I)ublic l)rocutcttlettt arrti I)isposal Act. l(x)5 uas availc4 lbr aLrriir r.c'ie*.. I.hevariations arso cxcccdctr trrc r-570 acccptabrc rhrcsrrold lLs Pcr. trrc thcn ncr. Arrh.rri.irr the pro jectwas inconrplctc' thc colltl'actot hari rv.ittcrr dcnrand rrrrtic"s ol'parr,rcrt ol llic .utsta,dino

Rartt ou rtu ttonnofun ofrhe Rr t\)' t ofrl , ..ltul ot1iltet.!l t th( t.i,tdtk k!l .\ktt , pa11r, 119Ieu o.lnl J(l .htrc 20tJ



balance on certified amount together with the accrued interest. In the circumstances the

stakeholders may not have obtained value for their resources.

Submission by the Accounting Officer

It was true that on 20th December, 201 I , the tender committee awarded a contract lor the

construction of phase one of the proposed library complex to a contractor at a contract cost of
Kshs, 32,923,77 0 for a contract duration of 25 weeks. It is also true that an extension of
completion period of l8 weeks was sought and granted to the client resulting in revised contract

duration to 43 weeks.

It was also true that a variation of Kshs.l l, 858,435 was sought from the parent Ministry by the

project manager. The ministry declined the variation and therefore the project manager scaled

down the works to save an estimated amount Kshs. I I , 422,025. We however wish to state that

the project was completed as per attached ceftificate of completion and handed over as per

attached handing over certificate which has also been forwarded to the auditors for review.

Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents tabled

by the State Department and report back to the Committee as soon as possible.

2. The Committe marked the matter as resolved

346. Rwika Institute of Technology

346.1 Construction of the Multi-Complex Hall

Examination of available records indicate thal on 22 September 2011, the Institute awarded a

contract for the construction of a Multi complex hall to a contractor at a contract sum of
Kshs.S1,435,699 for a period of 52 weeks. Examination of records held at the Ministry revealed

that Kshs.53, 000,000 had already been disbursed to the institute towards completion of this

developrnent project out of which only Kshs.28,3 51,830.29 had been paid to the contractor as at

30 June 2015 leaving an unutilized balance of Kshs.24,648,170. The resultant difference of
Kshs.24, 647,025 has not been accounted for. Further, physical verification of the

projecVbuilding revealed that the project stalled at the superstructure level and there are no

progress reports indicating the percentage ofconrpletion. It was also noted that the contractor

vacated the site in 2013. lt is not clear and management has not explained if and when the

project will be completed and when the stakeholders will obtain value for thcir resources.

Submission by the Accounting Officer

lt was true the tender for construction of multi-Complex hall was awarded on 22nd September,

20ll at a contract sum of Kshs. 5l,435,699 to Kamuti building contractors. This was an on-

going project lunded by the governnlent of Kenya and the funding was piece-meal, i.e. bit by bit

over various financial years. [Jy the time the contract was being awarded, the government had

not fully disbursed the total contract sum ofKshs. 51,435,699.

ReporlonlhcE'aDlinalionoIlh"RePolloJlheAudtlor.Gecnlolhel.'Mt,,iots,o,",,"n@
leot ehded 306 June 2015



All the Ministry disbursenrents of fund for development purposes rvere received in the lnstitute
Bank Account number 202603 1233 in Barclays and then the funds were transferred to the
Developnrent Account nunrber l\214'7226 in Kenya Commercial Bank. Bank statements are

attached to show the transl-er of funds and the Balancc as at the tin.te ofaudit.

It was true the contractor had deserted the site due to death ol an ernployec (worker) on the site

as a result of accident cluring the construction rvorks on l9ll2l2012; hence there were legal

issues on the death of the worker. The contractor howevcr went back on site and is continuing
with the works as per atlached photos and other accounting documents which have been given to
the auditors for review.

Committee Observations and Findings

1. The Committee dircctcd the Office of the Auditor Gcneral to verify documents tablcd
by the State Departnrent and report back to thc Committec as soon ns possible,

2. Thc Committe marked the mattcr as rcsolved

346.2 Scwerage and Drainage System

Exanrination ofrecords hcld at the Ministry and the Institute rcvealed that Kshs.l9, 842,175 had
been disbursed during the year under review as a special grant from the Ministry towards
completion of the sewerage project. The lnstitute awarded a contract to a firm at a contract suln

of Kshs. I 8, 482,222 towards completion of the above project. However, examination of payment

records indicate thal Kshs. I5,556,216.35 has been paid to the contractor leaving a balance of
Kshs.2,926,005.65 to thc contractor and Kshs.4,2 8 5,95 8.65 as unutilized funds.

Further, the developrnent account bank statements of the lnstitute as at 3 I December 20 | 4 reflect
a debit balance of Kshs.l, 145 indicating that the amount transferred lrorn Ministry as spccial
grant had been exhausted.

In the circumstances, it rvas not possible to establish how thc unutilized balance of Kshs.4,

284,813.65 had been utilizcd.

Submission by the Accounting Officcr

It was true the institute was granted Kshs. 19,842,175.00 as a special grant for sewerage project.

Tender for construction ol'sewerage projcct was awarded to M/S Pashiloh Ceneral Merchants at

tender sum ol Kshs. 18,482,222.00.

The Ministry disbursements ol fund for development purposes were received in the Institute

Bank Account number 2026031233 in llarclays and then the funds were transferred to the

Developrnent Account numbcr 112147226 in Kenya Conrnrercial Bank. Bank statements were

attached to show the transl'er of funds and the Balance as at the time of audit and the same

lorwardcd to the auditors lbr rcview.

Jltpollalhtt|\nDltlll,lofl]n'tr'|ol!.1t]'l'11l.ttl1(;!n,',nl.lh,:lilu,,,,,ts,,u,,.,@
)ear o lrl )0't' .trt{ )01j



Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents tabled

by the State Department and report back to the Committee as soon as possible.

2. The Committe marked the matter as resolved

347. Construction Works of the Proposed Laisamis Technical Training Institute
Available records indicated that the Ministry appointed Nyandarua Institute as a mentor of
Laisamis Technical Institute. Nyandarua lnstitute awarded a tender for the construction of the

proposed Laisamis Technical Training Institute to a contractor at a contract sum of Kshs.5 l,
545,661.50 for duration of fifty{wo (52) weeks. I{owever, examination of records and

certificates from Public Works availed for audit verification revealed that the contractor had

lodged an additional claim for payment of Kshs.3, 612,064 in respect of abortive works on the

site. No satisfactory explanation was given as to how the abortive works arose and how the

institute plans to finance the resultant excess costs ofKshs 3,612,064 as the project is a fixed

sum contract.

Submission by the Accounting Officer

It was true that the Ministry appointed Nyandarua Institute as a mentor of Laisarnis Technical

lnstitute. Nyandarua Institute awarded a tender for the construction of the proposed Laisamis

Technical Training Institute to a contractor at a contract sum of Kshs. 5 I ,545,661 .50 for duration

of fifty+wo (52) weeks. 'l'he abortive works arose due to a change of site that was earlier

altocated for the construction of Laisamis TTI. The claim for abortive works amounts to Ksh3,

612,064.00. The contract sum was Ksh5l, 480,861.50. The excess cost ofKsh3, 612,064 arose

from the complaint lodged by contractor, subsequent evaluation and consultation between the

contractor, the BOG Nyandarua lnstitute and the Secretary Ministry of Education.

The claim was forwarded to the Institute on l5th April 2015 and the same was forwarded to the

Ministry on 4th May 2015.I'his claim was evaluated and reconrmended for payment by County

Works Officer Marsabit County for works done, idle labour and machinery on site and the

payment was done. Currently, the project is complete awaiting handing over.The same has also

been availed to the auditors for review.

Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents tabled

by the Statc Dcpartmcnt and rcport back to the Committee as soon as possible.

2. The Committc marked the matter as resolved

348. Construction of a Tuition Block Phase II at Nyeri Tcchnical Training Institute

Records available indicate that the Institute awarded a labour only contract for construction of a

tuition block to a contractor at a total cost of Kshs.l2, 943,669.50 for a period of48 weeks

commencing on 28 February 201 I . Verification of works done in April 201 5 revealed that the

works were inconrplete and the contractor was not on site. No documentary evidence in form ol
Reprtonthe E an ntionofthe Repo ol the A tditot-Oenaral on the Finoncial State nents lor th. National Gov.
Year ended 3(l' June 2015
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tender minutes in support of extension of contract period was availed for audit review. Further,
exanrination of payrnent vouchers availed for audit revealed that an amount of Kshs.l0,
476,986.45 or 90% of the contract price had been paid to the contractor net of retention money.
Although the project is incomplete no progress reports from Public Works Ministry indicating
the level of completion were availed for audit review.

Submission by the Accounting Officer

It was true that the Institute awarded a labour only contract for construction of a tuition block to
chomba General Construction conrpany at a rotal cost of Kshs. 12,943,669.s0 for a period of 4g
weeks commencing on 28th February,201L The contract period was extended and the project is
now complete with the practical completion done and handed over on 9th septembcr 2015.
Attached are approval for extension of contract period by the Ministry of public works,
certificate of completion and handing over report. The certificate has been availed to the auditors
for review.

Committce Observations and Findings

l. The Committee directed thc Officc of the Auditor Gcneral to vcrify documents tabled
by the State Department and rcport back to the Committee as soon as possible,

2. The Committe markcd the matter as resolved.

349. P.C. Kinyanjui Technical Training Institute

349.1 Construction of ltesource Centre at PC Kinyanjui Tcchnical Training Institute

ln20l2l2013 financial year, the Institute awarded phase Il ofthe above works to a contractor at a
contract sum of Kshs.20, 225,192. A physical verification of the project in August 2015
revealed that the project was incomplete as finishes and metal fabricalions had not been done.
Thereafter, the contractor presented a claim for unpaid dues amounting to Kshs.l l, 944,946.
Although the institute disputed the claim, tlie management had not computed the actual amount
due to the contractor.

Furthcr, the contractor raised a palallel bill of quantities dated 7 April, 2015 comparing the
original bill ofquantities and the re-nreasured works for the project indicating that the project
cost varied frorr Kshs.20,225,192 to Kshs.25,264,7 7 8 by Kshs.5,039,586 whose supponing
analysis was not availed lor audit revierv. ln the circumstanccs, the Institute risks litigation from
the contractor and may bc in contravention of the Public Procurement and Disposal Act, 2005
and related Procurcment and Disposal Regulations o12006.

Submission by the Accounting Officer

It was true the institute awarded phase II of the above works to a contractor at a contract sum of
kshs. 20,225,192. The contract whose sum of Ksh. 20,225, I 92.00 was for the 2nd phase of the
whole project which rvas not expected to go to final completion. The roofing and the undone

Reryrt on lhe Exanination o/ the Repotl ol the ,4 ditor-Generul on the Financial State,trcnt.\ fot the Natio al Go\emnent lot the
Yeot e ded ldh June 2015



finishes were expected to be in phase III. Details of the actual works as detailed in the Bills of
Quantities and form of Agreement have been submitted to auditors for review.

He also stated that there was no approval on the claim for variation by Ksh. 5,039,586.00, and

thus was not paid.

It was important to note that the contractor was paid all the amounts due to him as per contract.
Going by the discussion with the representatives of the contractor, no litigation was expected
since the matter was been amicably resolved.

Committee Observation and Finding

The Committee marked the matter as resolved

350. Construction of Muranga Technical Training Institute

Records availed for audit review indicated that on 29 January 2014 the Ministry awarded a
contract for the construction of classrooms, workshops and laboratory blocks for mechanical and

civil engineering departments at the proposed Muranga Technical lnstitute at a contract sum of
Kshs.261,365, 108 for a duration of seventy two (?2) weeks ending 2 August 2015. However,

examination ofpayment records and available progress reports as at 3l July 2015 revealed that
Kshs.62,932,63 I .54 representing about 24o/o of the contract price had been paid to the

contractor and the works were not complete as anticipated yet the completion period had almost
lapsed.

No evidence ofextension ofcontract period was availed for audit review and no explanation has

been given for delay in completion ofthe project.

Submission by the Accounting Officer

It was true that the Ministry awarded a contractor for the construction of classrooms, workshops,
laboratory blocks for mechanical and civil engineering depaflments at the proposed Muranga
Technical Training Institute at a contract sum of Kshs.261,365,108 lor duration of seventy-two
(72) weeks ending 2nd August 201 5.

The delay in the contract completion has been caused by inadequate funding of the same. The
contractor has on several occasions requested for extension of the contract period which has been

granted. The project by the tirne of the meeting was at 58% completion. The report has been

forwarded to the auditors for review.

Committee Observations and Findings

l. The Committee directed thc Office of the Auditor General to verify documents tabled
by the State Department and report back to the Committee as soon as possible.

2. The Committe marked the matter as resolved

Report on the Etoni'ntton o/rhe Repotr o/rhe Au.litor-Generul on the Financial Statenentslor the Ndtional Governnentlor the
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351. Idle Equipment

Documentary evidence availed for audit rcview indicate that on I March 201 l, the Government

of Kenya through the Ministry of Higher Education entered into an agreement with the Republic

of China represented by AVIC International Holding Corporation under the Kenya-China project

on rehabilitation and upgrading ofequipnrent in Universities and Technical Training Institutes.

One (l) university and nine (9) Technical Training [nstitutes were supplied with electrical/

elcctronic engineering, mechanical engineering, rapid prototyping manufacturing laboratories

and diesel generators at a cost ofUS $ 29,281,624 or approximately Kshs.2, 490,159,083. A
physical verification of the equipment in all the ten Institutes revealed that the equipment have

not bcen utilized to full capacity and the generators have also not been put to use. 1'he Ministry
has explained that the equipment requires a three (3) phasc power supply to operate and that

plans are underway to upgrade the power supply in order to operationalize the equipment. In the

circumstances, the stakeholders may not have obtained value for their resources fronr equipment

worth Kshs.2, 490,159,083 supplied to the ten ( l0) Institutions ofhigher learning.

Submission by the Accounting Officer

The Ministry has ensured that the equiprnent is put to use and value for resources is achieved

through the following measures; Two trainers from the beneficiary institution were trained in
China lor 120 days, on the operation and use of the equipment to ensure efficient use of
equipment and training of students. The institutions are now able to produce machine parts for

local factories and private sector as a whole since the equipment is of industrial standard.

A translormer from Kenya power and lighting company to operate all the equipment has been

installed in all the institutions cxcept Keroka 'I1'l (which is ongoing) through the support of the

county governments and other stakeholders; however a 100 KW generator is in use at Keroka

TTI.
At the moment more studcnts are cnrolled in mechanical and electrical engineering courses and

are using the equipment that can be powered by thc transformer available. Value lor resources is

realized as the institution can now offer training in mechanical and electrical cngincering courses

to more students with the state ol art equipment in the workshops. A report on equipment usage

from Shamberere and Keroka TTls have been forrvarded to the auditors for review.

Com mittcc Obscrvations and Findings

1. Thc Committee dirccted the Officc of the Auditor Gencral to verify documcnts tabled

by thc Statc Departmcnt and rcport back to thc Committee as soon as possiblc.

2. Thc Committe markcd thc matter as rcsolved.

352. Unclcar Development Expcnditure

Examination of the Ministry's rccords revealed that Kshs.227,999,997 and Kshs.304,999,999.80

all totalling Kshs.532,999,996.80 were disburscd during the year under review as development

grants to thc Technical Training lnstitutes and Institutes ofTechnology. However, no details of
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the specific projects to be undertaken or already done were availed for audit review. Further,

enquiries from the recipient Institutes revealed that some did not have pending projects to be

undertaken and they were also not instructed on how the funds were to be utilized. It was

therefore not possible to confirrn that the development grants disbursed to various Institutes were

efficiently and economically utilized. In the circumstances, the propriety of the expenditure of
Kshs.532, 999,996.80 incurred by the Ministry on various institutes could not be confirmed.

Submission by the Accounting Office r

It was true that the Ministry disbursed a total of Kshs. 532,999,996.80 during the year under

review as development grants to Technical Training lnstitutes and Institutes of Technology.

During the first half of FY 2014/2015 each ofthe 4l institutions received kshs.3, 707,3 I7.00 for

development expenditure. the criteria used for the disbursement was 50% of the total of
kshs,304,000,000.00 in the budget was allocated to the institutions, as such ksh 152,000,000.00

was disbursed .The criteria used was approved by the ministerial grants disbursement committee

the same has been forwarded to the auditors for review.

Committee Observations and Findings

l. The Committee directed the Officc of the Auditor General to verify documents tabled

by the State Department and report back to the Committee as soon as possible'

2. The Committe marked the matter as resolved

353. Extension of Fiber Optic Cable to TIVET Institutions Project

Examination of contract records availed for audit review indicate that on 25 July 2012, the

Ministry awarded a contract for the design, supply and installation/extension of fiber optic to

TIVET Institutions to enable them havc internet connectivity within the institutions to a firm at a

contract sum of Kshs.239, 705,045 and for a contract period of three (3) months effective

immediately. Payment records availed for audit review indicates that Kshs.208,286,455.70 or

approximately 87o/o of the contract sum had been paid to the contractor as at 9 October 2014.

Physical verification of the works during the month of April, 201 5 in various Institutes revealed

that although the infrastructure work was done, the l0mbps free bandwidth connectivity for one

year provided for in the contract was not provided to the institutes.

Further, most ofthe lnstitutes were connected through radio link which was often interfered with

by adverse weather conditions and also the contractor has not handed over the project to

benefiting Institutes as at the date of this report. ln the circumstances, it has not been possible to

confirm if the stakeholders obtained value for their resources from the connectivity services.

Submission by the Accounting Officer

It was true the Ministry awarded a contract for the design, supply and installation/extension of
fiber optic to TIVET Institutions to enablc them have internet connectivity within the institutions

to a firm at a contract sum of Kshs. 239,705,045.11 is also true that Kshs. 208,286,455.70 had

been pa id to the contractor as at gth October, 20l4.The payment was done after verification of
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the work done by qualified technical personnel in the TVET institutions and a team comprising
of officers from rhe ICT unit in MoEST.

The contractor was required to install local area network and internet connectivity infrastructure
in six (6) months, provide interner service for a period of twelve (12) months and provide parts
for a period of three years.There was a delay in commencement of provision of internet
bandwidth occasioned by a delay in completion of the installation of the infrastructure and
equipment required for internet connectivity. This delay was as a result of:

I Lack of Iine of sight from the nearcst National Optic Fibre Backbone (NOFBI) internet
access point to the institution. (Line of sight is required for successfur signal
transmission). It was a requirement that the last mile Iink be between NOFBI nearest
internet access point and the institution.

2. Decommissioned or missing base stations rinked to NoFBI; rnaking it dirficult to
transmit to some of the institutions for the required one year during the time in question
because the service commenced upon completion of infrastructure installation for each
institution individually. Internet service has since been provided to 37 institutions.

3. Regarding the use of radio link, the contractor was required to provide internet
connecrivity using fiber in nineteen (r9) institutions and radio link for twenty-one (21)
institutions as per the contract requirements. This was because some of the institutions
are far from the nearest NoFBr internet access point. An extract ofthe Be showing the
scope of work has been availed to the auditors for review.

4 Lack of equipment to handle the required bandwidth capacity at the anticipated internet
access points. The capacities of the equipment in some of the access points could not be
able to provide the expected l0mbps.

Committcc Obscrvations and Findings

Thc Committee marked the matter as resolved

DONOR FUNDED PROJECTS KENYA ITALY DEBT FOR DEVELOPMENT
PROGRAMME (KTDDP)

Basis for Disclaimer of Opinion

354. Late Submission of Financial Statements

Section 68(2) k, of the Public Finance Management Act, 20t2 requires Accounting officers to
prepare annual financial statements for each financial year within three months after the end of
the financial year, and submit the same to the Auditor-General for audit. The financial statement
lor the Programme was received in this office on 30 october 201 5 one ( I ) month alter the
statutory date of 30 September 2015. The mallagement was therefore in breach olthe law.

Submission by the Accounting Officer

Repon on the Eru naton ofth? R?pott olthe
Y?at ? de.l 3t'J ne 2015

Auditor-Generdl on the Ftnoncial Stotenznts/or the Notional Go|emne tlor the



Committee C)bservations and Findings

The Committce marked the matt€r as rcsolvetl

355. Failure to Prepare and Submit for Audit 201312014 Financial Statements

Although the project management submitted 201412015 financial statements to the Auditor-

General for audit, there was no evidcnce to show that the 201312014 financial stalements were

prepared and submitted for audit. TIlis is contrary to Section 4 (l) ofthe Public Audit Act 2003

that require preparation of final accounts for every financial year. In the circumstances, the

management is in breach of the law.

Submission by the Accounting Officer

It was true that there were no comparative figures for 2014-2015 with 20 I 3-20 I 4 as no financial

statements were prepared for 2013-2014. This was because prior to 2014, the Department of
Vocational Training was under the defunct Ministry of Youth Affairs and Sports (MOYAS) as

the Department of Youth Training (DYT). In Financial Year 201312014, the Department of
Youth Training (Vocational Training) was in transition between the defunct Ministry of youth

Affairs and Sports, the Ministry of Devolution and Planning, and the Ministry of Education,

Science and Technology. During this period of transition, KIDDP Project records of accounts

were not transferred to the Ministry of Education, Science and Technology, they remained under

Department of Youth Affairs, in the Ministry of Devolution and Planning. Due to the

reorganization of Government and the transition process, the Financial statement for the year

2013-2014 were not prepared. Fu(her, there were no activities on the project in 2013- 2014

financial year. Copies of opening and closing bank balances were attached for review.

Committee Observations and Findings

l. The Committce directed the Office of the Auditor General to verify documents tabled

by the State Dcpartment and rcport back to thc Committee as soon as possible.

Reryrt on the Fra nation o/the ReN.t ofthe Aditor-Generul on he nnarrcial StatemenBfot he Notional Govemment fot the

feor ended 3(lr June 2015

It was true that the Financial Statements were submitted late for audit because we did not have

all the information concerning the Project. The information took time to be received from the

Ministry of Devolution and Planning. Ptiot to 2014/2015, the Directorate of Vocational

Education and Training was under the defunct Ministry of Youth Affairs and Sports (MOYAS)

and was formerly known as the Department of Youth Training (DYT), before it was transferred

to the Ministry of Education, Science and'fechnology alter reorganization of Ministries.

Following this reorganization of Ministries and Departments, the Ministry of Youth Affairs and

Sports, finance and accounts sections that were dealing with the KIDDP project were moved to

the Ministry of Devolution and Planning hence separated from the Department of Vocational

Training. Consequently, the accounting documents/records for KIDDP project including the

cash book were held up in the Ministry of Devolution and Planning (Department of Youth

Affairs), this caused the delay in the preparation hence late submission of the Financial

Statements lor Audit for the financial year 201412015.



2. Thc Committc nrarkctl th€ nrxtter as resolverl

356, Balance Ilrought F'orward

statenrent of rcceipts and payments for the year ended 30 June 2015 reflects balance brought
forward of Kshs.9,522,133. However, it's not clear and rhe nranagenrent has not explained the
source and nature of the balance brought lorward olKshs.9,522,l33. Consequently, it has not
been possible to establish the validity of the balance brought forward of Kshs.9, 522,133
reflected in thesc financial staternents.

Submission by the Accounting Officer

It was true tltat the statement of receipts and paynrent for the year ended 30th June 201 5 reflects
a balance brought forward of kshs. 9,522,133. The figure of Kshs. 9,522,133 is the amount that
was reflected in the statement of receipts and payments lor year ended 30 June, 2013 as the
balance carried lorward. Since there were no activities conducted in the financial year 2013-
2014, the amount remained as the opening balance on I July,20l4.The bank statement has been
availed to tlre auditors fbr review.

Committce Observations and Findings

l. The Committee directcd the Office of the Auditor Gcncral to verify documents table<l
by the State Departmcnt and report back to the Committcc as soon as possible,

2. The Committe marked the matter as resolved

357. Variances in the Financial Statements

The accuracy of these financial statements could not be confirmed due to the lollowing
anomalies:

357.1 Thc Statement receipts and payments reflects an cxpenditure of Kshs.ll,l00,400 under
tools and equiprnent while rccords availed for audit review indicate actual expenditure ol
Kshs.8,190,400. l'he diflerence ol' Kshs.2, 9 10,000 is in respect of paynrents for the supply of
ironing board, L-square, Knitting nrachine and sleeve board and whose supporting documents
werc not availed lor audit review.

Submission by the Accounting Officer

It was true that statcmcnts of paymcnts and reccipts rcflected an expend iture of Kshs. I I , I 00,400
on tools and equipment. This has since been corrected to Kshs. 8,190,400 as indicated in thc
managenlent lettcr. l'he diflcrence of Kshs. 2,910,000 payable to Parocky Ilnterprises rvas thc
normal GoK expcnditure not related to the project. This payment voucher has been availed for
audit review.

KIDDP Project madc the payment as indicated below:

Supplier Amounl (Kshs)

l. Goldedge Suppliers 1,269,000

Report on the Eroninatio,t ofthe Repofl o/the Auditor-General on thc t'inanc@l Stateuc tslor lp National Gorent,,pntlot thc
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2. Quicksteps Services

3. Lamils General Su ppliers

4. Nyox Agencies

5. Intesys Agencies

6. Ellycohns

1,300,000

270,000

1,871 ,400

1,254,000

2,226,000

TOTAL 8,190,400

Committee Observations and Findings

1. The Committee directed the Oflice of the Auditor General to verify documents tabled

by the State Department and report back to the Committee as soon as possible.

2, The Committc marked the matter as resolved

357,2 The statement of comparative budget and actual amounts reflects a final budget figure

of Kshs.97, 700,000 under proceeds from domestic and foreign grants. However, no approved

budget supporting Kshs.97, 700,000 was availed for audit verification. Further, the statement

reflects actual proceeds from domestic and foreign grants of Kshs.25, 641,449.50 which differ
with the amount reflected in the statement of receipts and payments of Kshs.I 18, 600,000by an

unexplained variance of Kshs.92, 958,550.50. [n the circumstances, it has not been possible to

confirm the accuracy and validity of proceeds from domestic and grants reflected in these

financial statements.

Submission by the Accounting Officer

The figure of Kshs. 97,700,000 under proceeds from foreign grants which was actually the loan

from Kenya Italy Debt ftrr Development Programme (KIDDP), was gross amount reflected in the

Project's budget. 'l'his was later adjusted to Kshs. I 18,600,000 as indicated in the Receipts and

Payment attached which was the final budget. Further the proceeds from domestic and foreign
grants of Kshs. 25,641,449.50 that has since been adjusted to Kshs. 18,731,449.50 being the

actual expenditure fbr the KIDDP Project for 201412015. 'I'h is brought a variance of Kshs.99,

868,550.50 instead of the previous figure of Kshs.92, 958,550.50. This variance of Kshs.

99,868,550.50 comprising of 84.2% was because of the challenges of logistics as a result of
devolution of Youth Polytechnic leading to delays in tendering for quotations and

commencement ofconstruction works. Financial Statements fbr year ended 30 June,20l5 Note 7

Statement ofcomparative budget were attached for verification.

Committee Observations and Findings

l. The Committee directed the Office of thc Auditor General to verify documents

tabled by the State Department and report back to the Committee as soon as

possible.
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2. The Committe markcd thc matter as rcsolved.

357.3 The statement of financial assets and Iiabilities as at 30 Junc 2015 reflects net financial
position balancc of Kshs. lll, 386,280 which diffcrs rvith the casred balance of Kshs.l07,
875,486. The variance of Kshs.3, 510,794 has not been explained or rcconciled. Consequently,
the validity and accuracy ofthe statemcnt offinancial assets and Iiatrilitics as at 30 June 2015
could not be ascertainecl.

Submission by the Accounting Officer

It was true that the statement of financial assets and liabilities for the year ending 30th
June 2015 reflected a n€t position balance of Kshs. 107,875,486. This has since changed to

109,834,224.65 after adjusting for disbursements to various counties of Kshs. 4,000,000.
The diffcrence of Kshs. 1,552,055.95 betwcen bank balance of Kshs. I I1,386,280.60 and

cash book balancc I09,834,224.65 partly consisted of bank charges and unpresented
cheques as at 30 June,20l5. Bank Reconciliation and llank Certificatc attached for revicw,

Committee Observations and Findings

I' The Committee directed thc Office of the Auditor General to verify documents tabled
by the State Department and rcport back to the Committce as soon as possible.

2. The Committe marked thc matter as rcsolved

357.4 The statement ofcash flows for the year ended 30 June 2015 rellects cash and cash
equivalent at the beginning of Kshs.9, 522, I33 which diflcrs with the figure reflecred under the
statement offinancial assets and liabilities ofKshs.5,394,803. The variance of Kshs.4, 127,708
has not been explained or reconciled. Consequently, the validity of the cash and cash
equivalents as at 30 June 20 l4 could not be ascertained.

Subrnission by the Accounting Oflicer

It was true that the statement of cash flows lor the year ended 30 June, 2015 reflected cash and

cash equivalent at the beginning ol Kshs.9, 522, 133 which differs with the figure reflected under
the statement of financial assets and Iiabilities of Kshs.5, 394,803. The figure of9,522,133 was
the balance reflected in the Ministry of Youth Affairs and Sports which was at that time
implementing the Kenya Italy Debt for Development Programmc (KIDDP) as at 30 June,20l3.
Figure of Kshs.5, 394,803 was thc one reflected in the bank statcrnent as ar 30 June,20l3. The
variance of Kshs.4, 127,708 was as a result of unpresentcd cheques and banks charges. Bank
reconciliation statement werc attached lor verification.

Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents tabled
by the State l)epartment and report back to the Committce as soon as possible.

2. 'I'he Committe marked the matter as rcsolved
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358. Cash and Bank Balanccs

358,1 The statement of financial assets and liabilities as at 30 June 2015 reflects cash and cash

equivalents bank balance of Kshs. I I 1,3 86,280.60 while the cash book as at the same date

reflects a balance of Kshs. I05,83 4,224.65 resulting to unexplained variance of
Kshs.5,552,055.95. Further, the Project management did not avail a bank confirmation certificate

in suppo( ofbank balance ofKshs.l I l, 386,280 as at 30 June 2015.

Submission by the Accounting Officer

It was true that the statement of financial assets and liabilities as at 3oth June 2015 reflected a

cash and cash equivalent bank balance ofkshs 111,386,280.60. This was the actual amount

available as bank balance as at that date. A copy of certificate of bank balance as of 3Oth June

2015 has been availed for audit review. The Cash Book balance after adiustment came to kshs.

I 09,834,224.65 and not Kshs. 105,834,224.65 as previously reported. The initial difference of
Kshs. 5,552,055.95 has now been reduced to Kshs. 1,552,055.95 that partly consist of bank

charges and unpresented cheques. A copy of bank reconciliation statement were availed for audit

verification.

Committee Observations and Findings

1. The Committee directed the Office of thc Auditor General to verify documents tabled

by the State Department and report back to the Committee as soon as possible.

2. The Committe marked the matter as resolved

358,2 Further, the bank reconciliation statement as at 30 June 2015 includes four (4)

unpresented stale cheques totalling to Kshs.4, 000,000 which were being held by the project

management. No explanation was provided as to why these cheques were neither released to the

respective payees nor cancelled and reversed in the cashbook. Therefore, the cash book balance

as at 30 June 2015 is understated by Kshs.4, 000,000. 'l'he reconciliation statement further

reflects Kshs.244,744 as payments in bank statement not yet recorded in cash book out of which

Kshs.l ,100 relates to bank charges for 201512016 financial year. The arnount of Kshs.244, 744

also includes prior year adjustment figure of Kshs.240, 529 whose supporting analysis was not

availed for audit review.

Submission by the Accounting Officer

The reconciliation balance of Kshs. 4,000,000 has since been adjusted in the cash book. This was

reflected in the bank reconciliation balance as at 30 June, 2015 composed ofthe four (4) cheques

amounting to Kshs. 4,000,000.00. The cheques were not released bccause there was no National

Government Officers on the ground appointed as AIE holders for the project following

devolution of staff. The reconciliation statement reflects Kshs.244, 744. Copies of cancelled

cheques were availed for audit verification.

Report on the E ominauon ofthe Reprt olthe Auditor-General on the Financ@l Slotenrents/or lhe Nolrcnal Govenmenllot lhe
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Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents tabled
by the State Department and report back to the committee as soon as possible.

2. The Committe marked the matter as resolved

358'3 AIso the reconciliation statemcnt rcflects a balance of Kshs.4, 330,000 as receipts in the
cashbook not yet recorded in bank statement that has been outstanding for over two years. No
satisfactory explanations have been providecl as to why these receipts have not been cieposited in
the bank for the last two years. The cash book balance as at 30 June 20 I 5 is thereforc overstated
by Kshs.4, 330,000.

ln the circumsta,rces, it has not been possible to confirm the accuracy, validity and completeness
ofthe cash and cash equivalent balancc ofKshs.l I 1,3g6,2g0.60.

Submission by the Accounting Officcr

It was true that the reconciliation statement reflects a balance of Kshs. 4,330,000 as receipts in
the cashbook not yet recorded in the bank statement. Funds meant for the KIDDp project
amounting to Kshs.4, 330,000 were receivcd by the Ministry of youth Aflairs and sports in the
Financiaf Year 201212013. However, the funds were received in the Ministry's revenue account
instead of the project's account. when the anomaly was discovered the financial year had
already expired. Subsequently the funds were recovered by the Treasury u, pu.t ol unrp.n,
balances on 23 January,20l4. copies of Central Bank Statements of former Ministry of youth
Allairs and Sports detailing the same have since been availed to the auditors lor review.

Committec Observations and Findings

I' The Committce directed the Office of the Auditor General to verify documents tabled
by the State Department and report back to the committee as soon as possibrc.

2, The Committe marked the mattcr as rcsolved

359. Unconfirmed/Excluded Expenditure

Examination of payment vouchers revealetl that Kshs.59, 724,550 and Kshs.24, 050,355.50 in
respect ol purchase of workshop tools and construction of workshops respcctively under
government counterpart funding were ornittcd from the financial statemenls. Further, Kshs.l l,
100,400 and Kshs.S, 288,8 l4 both amounting to Kshs.l6, 3g9,214 reflecteri in thc financial
statements were incurred on tools and construction ol workshops respectively under rhe 1oan
corrponent. l{owever, no distribution list, returns, or acknowledgements from the beneficiary
institutions supporting the receipt of thc purchased tools and equipmenr was availed for audit
revierv. ln addition, the projcct managernent dicl not avail the project status progress rcport for
audit review. In the circumstances, it has not been possible to confirm the propriety of the
expenditure of Kshs.l6, 389,214 on tools and construction of rvorkshops lor thc year ended 30
June 2015.
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Norrnal GOK Expenditure

Submission by the Accounting Officer

It was true that payments on payment vouchers amounting to kshs 59,724,550 and Ksh.

24,050,355.50 in respect of purchase of workshop tools and construction of workshops

respectively were not included in the project's financial statements. lt is also true as the auditor

had observed that the expenditure was incurred by the government of Kenya. Payment vouchers

amounting to Kshs. 59,724,550 and Kshs. 24,050,350.50 omitted from the financial statements

as expenditure on workshop tools and construction of workshops both totaling to kshs.83,

774,905.50, was purely the normal GOK expenditure as Kenya Italy Debt for Development

Program (KIDDP) Project, does not have a GOK counterpart funding.

As for purchase of workshop tools amounting to Kshs. I I ,l 00,400 reflected in the audit report the

actual figure for purchase of workshop tools was Kshs.8,190,400, the difference of
Kshs.2,910,000 being payment for supply of ironing board, L-square knitting machine and sleeve

board which was a normal GOK expenditure as per the attached payment vouchers. Kshs.

5,288,814 was the original figure for ongoing construction of workshops at Sina and Waondo

Youth Polytechnics before adjustment of Kshs. 4,000,000, payable to County Directors,

However, attached were the distribution lists ofexpenditure on tools and equipment and status of
construction workshops for the year ended 30th June,20l5.

The Kshs.16,389,214 was the total of the original figure for tools and equipment of
Kshs.5,288,814 and Kshs.ll,l00,400 before the correction of M/s Parocky Enterprises

expenditure of kshs.2,910,000 that was a GOK expenditure, thereby reducing the tools and

equipment expenditure to kshs.8,l 90,400 for the year ended 30th June, 201 5.

l) Below is the list of thenormal GOK expenditure for Department of Vocational,
Education and Training.
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Construction of workshops

S/No. I)r' No. I)atc I)tyec Amount
(Kshs)

I lJ73 Gigly
Entcrpriscs

Lkl.

Construction of twin
workshop at

Tugumoi I'olytechnic
- Koibatek District

2,499,951.60

2 1377 30.06.201(, Winam
Contracto rs

Lrd.

2,499,s11.70

3 1362 30.06.201 5 li'ilnr
Iluilding

Contractors

Construction of
computer labo rato ry

block at Busia
1'ownship Youth

Poll,tcchnic

2,57 t ,658.40

1070 30.06.201 s Construction of
rvorkshop at
Murhanda
polytcchnic

Kakamcga East
District.

2,873,563.00

1069 30.06.20 t 5 l,lntthcrt
Builtling a ntl
('onstruclirr

n Ltrl.

Construction of twin
rvorkshop block at

Muse ngo Youth
I'ulytcch nic, Kitui

West District.

2,850,640.00

6 1068 30.0(r.201 5 Supcr Tag
( ie rrcra I

( lrl I litcto ls

2.s00,000.00

Rcprt on th. Ftan,ination ofth? Report of the Anditor-General on rhe Financial Statenents Iot the Nolionol Go\,.mnpnt lor the
Yeot ended )d^ June )0t5

Contract

30.0(r.20 l5

Construction of twin
workshop at St.

Joh n's ACK machine
Youth Polytechnic

4. Intrt iccto ntr
actors

Construction of twin
rvorkshop block at
Nyaga I'olytechnic,

(i ithugu ri Sub-
County



7 1023 30.06.2015 Milc
Constructio

n Ltd.

Construction of twin
workshop block at

Kyemole Youth
Polytechnic

J,210,960.00

2.562,000.00Construction of
Compute r

Laboratory trlock at
llura East,

Microsoft
Constructio
n Company

Ltd.,

30.06.2015t 058IJ

671,636.00Completion of
computer IaboratorY

at Mogotia Youth
Polytechnic

7*pheli
Contractors

1055I

200,000.00Completion of twin
workshop at Umoro

Polytechnic

Isab
Contractors

1053l0

l,2l1,234.80Thonror
Building and

Civil
engineering
construction

Co. Ltd.

30.06.20151058ll.

399,200.00Completion of twin
workshop at Mogotia

Polytechnic

30.0(r.2015136,1t2

24,050,355.0
0

'I'otaI

Purchasc
of Tools

and
Equipmen

t

| | | !:!: lll : !: riFffi
Ycar cnde.l Jtt" Jt t )t)15

30.06.2015

30.06.2015

Construction of fwin
workshop at Iten
Youth Polytechnic

Betech
Contractors



B. 9ll(r 30.06.201s Original
Distrihu tors

I ) I0l'cs-I Icavy
tluty rvcld ing

Mach inc

2) IOPcs -
H1'tlraulic pipe

hlcnder

2,670,000.00

t,l I059 30.06.2015 Rages
Suppliers

Ltd.

l) 78l,cs-5000
Lrs plastic rvatcr

tan ks

4,290,000.00

l5 I08{ 30.06.20 l5 Nipfa m
Com pa ny

l) I0l,cs -
l)rillirrg nr:r clt irr e-

M a liita

760,000.00

l(r l08ll 30.06.2015 Swan
Solutions

I) l0Pcs -4
Strokc cyclc engine

(pctrol) I000cc
(teaching nrodcl)

2) lSPcs-motor
vehicles toolkit

3) 3) I0 l0l,cs-
Gas wclding machine

4) l0Pcs -
I'lumbing tool kit

5) l0Pcs-
I)ortablc c0ncrete

mixcrs

6) l0Pcs - Metal
fabricator kit

7\ lOPcs - Auto
Iilectrica I toolkit

6,2J0,000.00

R?p.t on th? L\an nation ofthe Repo ofthe Akt oLC
fear ended 3(f June 201J

e eral on thc Fina ctal Staten,cntslor the Naional Goyenment fot the



Itt

4) lOPcs Building
tool kit - Complete

APS

5) l2Pcs -
Electrical tool kit -

Complete APS

ReNllonlhcExa,,,o|t,lionoJlhtR.|JotloJnl',1udttt*GencrutontheFt*-,n,ts,,u,,,"uffi
Yeor ended J0'' Junc 2015

710 r 3..t.20r s Perifa
Enterprises

Ltd.

l) l0Pcs - Motor
vehicle tool kit -

complete

2) lOPcs -
Mechanical tool kit

Stanley APS

3) ll Pcs-
Knitting machines

APS

3,296,(X)0.00I3.4.2015 Target
Agencies

Ltd.

l) 4Pcs -
Welding gcnerato rs

APS

2) 12 Pcs -
Desktop computers

complete with
monitors

3) l2Pcs
[J nintcrrupted powcr
supply (UPS) 650VA.

4) 12Pcs -
Printer lacer iet

l9 70li

Everest
Industries

I ) TPcs Welding
nrachine hcavy d uty

2) l0Pcs - Mini
lathe machinc

l0Pcs l'oker
vibrator

3)

3,935,000.0020 7ll r 3.4.2015

4,449,000.00
I



2l 1060 30.06.20 r 5 Dap-del
Chcfter (K)

Lkl.

l) lSl,cs-Over
lock sewing MC
(baby electric)

2) ISPcs- Mcter
rulcr.

1.005,000.00

22 1083 J0.0(r.2015 'l'riu nr p h
(lencra I

Mcrchants

l) l0Pcs - I)okcr
vibrator

2) l0l,cs -
l'ortable su rfurcc

planning machine

4,869,550.00

23 I082 30.06.20 t 5 I)cta iled
Ventu rcs

Lkt.

980,000.00

24 103 I 30.06.20l5 Rcd linls
logistics

I) l0Pcs -
Carpcntry and

joincry kit

1, r90,000.00

)< 1022 TalithaK u m
iEntcrprises

l) l0l,cs -
Wclding transfornrer

3-phasc

2) lOl)cs -
Trisquare 12"

3) l0Pcs-
We lding shicld Al,S

4) IOPcs -
Welding goggles STD

5) lOl'cs - Anvill
mcdium 7l cnglnnd

2,287,000.00

Rq,o on thc E\o ti,tation ofthe R?po ofthe Au.lttotJ;,! erat
Ye en.lcd ldt Jn,e 20ts

ott lhe Fina cial Stat?n,ehts/ot the National Go\.ern ,errtlor the

I ) l0Pcs - Bcnch vice
12"

2) l0l'cs - Mctal
lluilding machinc

3(1.0(r.20I5



26 t02t 30.06.201s Cecina
Enterpriscs

l) l5Pcs - Lathe
nrachinc

2,175,000.00

tlctX,lolhetxa,llll1liont,[lhcI.|)olldllhl,lfuttk,()elrulonlhCt..l,o,."t't,ou'^",@
Y,:or endcd tdt .lunc 2015

27 '1024 30.06.2015 Jovis
Investmcnt

l) l5Pcs -
Garment making tool

complete

l,0s0,000.00

Jimsan
Enterprises

l) l SPcs -
Straight stiching
treadle sewing

machine with table
stand

2\ l5Pcs -
Electrical steam iron

3) l5Pcs -
Charcoal iron boxes

ztl 1021 30.06.2015

2,750,000.0029 102(t 30.06.2015 Rilnad
Agencies

l) 25Pcs - G-
clamp 3ft

2) 25Pcs - G
clamp 6ft

3) 25 Pcs- Sash
clamp 4ft

4) 25Pcs -
Gclamp 2ft

5) 25l'cs - sash
clamp 6ft

6) 25Pcs - sash
clamp 8ft

JO 1027 J0.06.20 r 5 llanraca
I nvestmen ts

l5I'cs - Multipurpose
zigzag scwing

machinc- singer

2,737,500.00

2,485,500.00



2,47s,000.00

Committee Obscrvations and Findings

L The Committee dirccted thc Officc of the Auditor General to verify documcnts
tabled by the State Departmcnt and rcport back to the Committee as soon as
possible.

2. The Committe marked the matter as resolved.

ll I028 30.06.2015 Jov is
Investment

1) l5Pcs -
Knitting machine

2) 650 sevics/28O
Knittcr

Totnl 59,724,550.0
0

Repott on the Lxa ,ination ofhe Repo ofhe Auditor-Aaneral on lhe Finoncial Statenentslot the National Gow l,e, Ior the
Year ended ldh Jme 2015

ii) Attached were copies of distribution lists and counter requisition and issuetl
vouchers (St 1) for tools and cquipmcnt purchascd under KIDDP Project.

Committcc Obscrvations and Findings

1. The cornmittec dircctcd the office of the Auditor General to verify documents
tabled by the State Dcpartmcnt and report back to the Committec as soon as
possiblc.

2. The Committc marked thc mattcr as rcsolved

360. Unresolved Prior Ycar Matters

360.1 Payment on Infrastructure Development

As rcportcd in the previous years, the propricty of an expenditure of Kshs.44, 248,395.00
incurred in focus districts in the ycar 200912010 was similarly not ascertaincd tiuring thc

ycar 2014/2015 as no cxpenditurc returns were availed for audit review.

Subnrission lry thc Accounting Officer

It is truc that KIDDP project funds worth Kshs, 44,248,395.00 were incurred in focus
districts in thc ycar 200917010. 'fhe funds were scnt as AIEs to the Districts, rcceived,

dcpositcd in the account and spent as per the attachmcnt forwarded by the thcn Ministry
ofSports and Youth Affairs by thc rcspcctive District Youth Training Officcrs for

rehabilitation ofthirteen (I3) Youth Polytechnic Projects. Copies ofcxpenditurc rcturns
wcre submitted to the auditors for review.



360.2 Unposted Expenditure in Ministry's Records

As reported in the previous years, the statement of receipts and payments reflected total

payments of Kshs.7, 529,051.80 which included expenditure of Kshs.2, 160,000.00 and Kshs.5,

369,051.80 relating to supplies and infrastructure development, respectively. However, the

expenditure figures were not captured in the parent Ministry's ledgers and trial balance as at 30

June,20l3 from which the financial statements were expected to be drawn.

Submission by the Accounting Of{icer

It was true that the statement of receipts and payments reflected total payments of Kshs.

7,529,051.80 which included expenditure of Kshs. 2,160,000.00 and Kshs. 5,369,051 .80 relating

to supplies and infrastructure development. Prior to 2014/2015, the Directorate of Vocational

Education and Training was under the defunct Ministry of Youth Affairs and Sports (MOYAS)

before it was transferred to the Ministry of Education, Science and Technology after

reorganization of Ministries.

Following this reorganization of Ministries and Departments, the Ministry of youth Affairs and

Sports, finance and accounts sections that were dealing with KIDDP project were moved to the

Ministry of Devolution and Planning hence separated from the Department of Vocational

Training. Consequently, the accounting documents/records for KIDDP were held up in the

Ministry of Devolution and Planning (Department of Youth Affairs). T'he Ministry was making

efforts to obtain the ledger from the concerned Ministry.

360,3 Non-Disbursement of Programme Funds

As previously reported, the provisions of Article I (2) of the Financing Agreement between the

Italian Government and the Government of Kenya require that each year, an annual installment

of l0% of Euro 42,913,028.56 or Kshs.444,578,975.88 plus l0% of US$1,364,282.07 or

Kshs.11,479,069.33 totalling to Kshs.456,05 8,045.21 be disbursed to a special account of the

programme. However, during the year 201212013, the Ministry received Kshs.4, 330,000.00

only instead ol Kshs.456, 058,045, contrary to the terms of Agreement between the ltalian and

Kenyan Covernments. The issue remained unresolved as at the date of this report.

Submission by the Accounting Officer

It was true that the provision of Article l(2) of the Financing Agreement between the ltalian and

Kenya Government provide that I0% Kshs.456,058,045. (Four Hundred and Fifty-Six Million,
Fifty-Eight Thousand and Forty-Fivc shillings) be disbursed to a special account of the

programme. The Youth Sector is one of the many sectors from Government ministries that are

funded under Kenya ltaly Debt for Development (KIDDP) Project. At the beginning of each

financial year, each sector develops proposals which are then presented to the National Technical

committee for analysis before funds are allocated on a competitive basis.The youth sector did not

get any funds in 2012/2013 financial year because it had ongoing projects which had to be

completed and all the funds absorbed before getting any additional funding.

Reporlo;heFJanlinaliotloflheRePooflhcAlu1ilor.CcnLrclonvFna,,,iots,o,,u,o,@
feor ended Jd' June 2015



KIDDP funds are disbursed through the National Treasury. ln 201212013 financial year,

KIDDP funds of Kshs. 4,330,000 were received by the Ministry of Youth Affairs and Sports but
received in the erroneous account at Kenya Commercial Bank instead of the specific (KIDDP)
account, When the anonraly was discovered, the financial year had already lapsed.
Subsequently, the funds were returncd to Thc National 'l'reasury as part ofunspcnt balances on

23rd January,20l4. The exchequer issues sent lrom the National Treasury on l2th Novernber,
2012 to the Ministry of Devolution and Planning, Department of Youth Affairs totaling to four
million, three hundred and thirty thousand (4,330,000) shillings is the amount that was reflected
as received in 2012/20'13 firrancial year. A copy of exchequer issue was attached for ease of
reference.

Committee Observations and Findings

l. The Committee directed the Office of the Auditor General to verify documents
tabled by the State Department and report back to the Committee as soon as
possible.

2. The Committe marked the matter as rcsolved

360.4 Incomplete Infrastructure Projects

As previously reported, the statement ol receipt and payments for the year 201212013 reflected
expenditure totalling Kshs.5, 369,05 1.80 incurred on infrastructure development. However,
supporting documents examined indicated that six (6) ofthe projects for construction ofthree (3)
twin workshops contracted during the year 2008/2009 valued at Kshs.l0l ,900,3 52.95 and

contract duralions of eight (8) months each, had their contract pcriods expire by between forty
(40) months and fifty (50) months as at 30 June,2013.

Further, two (2) projects at Sigor and Kodich Youth Polytechnics had their contracts rerminated
due to non-performance with completion status of l0o/o and 85% respectively, while three (3)

projects at Mariakani, Waondo and Sina Youth Polytechnics had a completion status of between

90% and 95%. As at the datc ofthis report, the issues still remained unresolved.

Submission by the Accounting Officer

The Ministry had thirteen (13) construction projects under KIDDP from 2008 to date. While
most ofthe projects were completed, commissioncd and handed back to the communities, under
the defunct Ministry of Youth Affairs and Sports (MOYAS) as the Departrnenr of Youth
Training (DYT). A few challenges werc faced dLrring the irnp lenrentation as listed belorv:

l. The Ministry was then ncwly formed (in Decembcr 2006) as operations started in 2007.

Although a lot of effort was made to deploy officcrs to the Ministry, there were no

enough field staff and therefore they had to share staff with other departments which
made supervision ofthe projcct difficult. Some of the officers deployed at the field did

not have relevant skills and the department spent more time in orienting them on

Government working procedures, rules and regulations especially on procuremcnt.

RcN on the ExaD,inahon ofthe Rcport ofthe ,,luditor-Generul on the f'imrrcial StaEntenn lor the National Ao|emnEnt for the

Yeot ended ld' June 2015



2. The contracts were awarded at the Districts and therefore it took quite some time before

they were signed at the Ministry's Headquarters. Further, there was delay because of
change of Accounting Officers as the incoming officer had to sign the contracts to

facilitate payments.

3. Initially the funds took time to be released by the Treasury. The opening of District
accounts also took long due to logistics involved such as seeking permission from the

Treasury.

4. Inadequate capacity in the Ministry's field offices and at the Ministry of Works offices

(the Project Manager and Clerk of Works) who assists the Ministry to supervise the

works. This was a challenge because there was no direct supervision by the client
Ministry. Also, Some of the Works Officers were translerred which further affected

completion of the projects.

5. Another challenge was extreme weather conditions. The construction projects such as

Sina Youth Polytechnic was greatly affected by short term and long rains, and therefore

accessing it was difficult due to impassable roads which were damaged by floods.

In an effort to fast track the completion of the projects, both Headquarters and field

officers made several trips to monitor the projects. The result was that 6y 201212013, nine
(9) of the Projects had been completed, commissioned and handed over to the

community.

Committee Observations and Findings

The Committee marked the matter as resolved

Paragraphs 361 to 365

The auditors informed the committee that Paragraphs 361-365 remained unresolved as they are

closed projects and details ofthe same were to be availed to the auditors for verification.

RlPal-lontltl't|\ltt1i]kllio|ollhf1'I'ot|('1lhf',1u.tin,-li!k'l-.llotllh.|l'.l,u,,,,ts,u,",,,,@3
lcl .llcd lt)'t' .lntt ltllJ



KENYA EDUCATION SECTOR SUPPORT PROGRAMME (KESSP)

364 Early Childhood Development Education (ECDE)

As previously reported, the statement of receipts and paymerrts for the year ended 30 June 201 l,
showed nil expenditure under Early Childhood Development Education component and a
cumulative expenditure of Kshs. 1,256,496,964. l-lowever, the figure of Kshs. 1,256,496,964
includes a grant of Kshs. 223,000 disbursed to a school in Eldoret, but which had not been
accounted for. A review ofthe position in 2014/2015 financial year showed lhat the arnount had
still not been accounted for or recovered.

Submission by the Accounting Officer

It was tue that KShs.223,000 disbursed to a school in Eldorct could not be accounted for as of
June,2009.

I would like to state that, tlris matter was followed up where the Director Basic Education wrote
to the DEo, Eldoret west, requiring him to recover the rnoney lost from the head-teacher in
question, Mr. Koech c. Edward, TSC No.255698. l'he current DEo has confirmed rhat TSC
recovered KShs.70,8 10.00 rvhich rvas thc amount not accounted for at the time ofaudit.

364.5 Education Managcment Information System (EMIS)

As previously reported, the statement of receipts and payments for the year ended 30 June 201 l,
further showed a cumulative figure of Kshs. 27,217,823 under Education Management
Information Systems (EMIS). The cumulative balance, howevcr, included an expenditure of
Kshs.l, 030,300 relating to transport reimbursements which had in 2009D009 been considered
as ineligible. The particular expenditure had not been resolved as at the date ofthese reports.

Submission by the Accounting Oflicer

It was true that the statement of receipts showed accumulative expenditure figure of
KShs.27 ,217 ,823.50 as at June 30th 201 I under Education Management lnformation System
(EMIS). The cumulative balancc however, include an cxpenditure of KShs. 1,030,300.00 relating
to transport reimbursements which had in 2008/2009 been considercd as ineligible.

with regard to issues raised in the above paragraphs, I wish to inform you that all documents
relating to the activities were carried by Kenya Anti-corruption commission (KACC) and that
various officers have been arraigned in court on account ofcases related to them. ln vicw ofthe
above, it may not be appropriate to discuss these issucs at this stagc as some officers have been
prosecuted and the remaining onc their cases are yet to be concluded.

364.6 Grants To Disadvantagcd Groups - Kshs.l,793,595.00

As repo(ed in prior years, the statement of receipts and paynrents for the year ended 30 June
20ll also showed a curnulative expenditure figurc of Kshs. 923,397 under grants 10

disadvantaged Groups. However, and included in the cumulative ligure of Kshs . 923,464,39'l is

ar'] amount of Kshs. I ,793,595 disbursed in 2008/2009 to seven (7) privately owned schools.

Rcport on the E\an at@nolthe Rcpo of the Au.l orGennal on the linancnl SloteDrc,ttr lt thL l'anonal Co|ennenr lor rhe Yage 444
Yeat e dcd 30'r Jvne 20 ts



Although this amount was considered as constituting ineligible expenditure, no action appears to

have been taken to resolve the matter as at the date of this report.

Submission by the Accounting Officer

It was true that the Appropriation Account also includes under Sub-Vote 3ll, Head 844 and

amount of KShs.27, 227,020.00 which was disbursed to non-formal education centers spread

across the country. It is also true that of this amount KShs.1,793,595.00.00 were disbursed to

seven (7) centers.

He clarified that all the seven (7) NFE schools produced registration ceftificate from the Ministry

of Gender, Sports, Culture and Social Services which is a basic qualification for funding under

this category. The schools were selected for funding through the normal process ofthe Ministry

of Education verification and validation. They alt meet the Ministry's criterial for funding which

are: Confirmed as community based institution.

L Have an operation School Management Committee

2. Following the 8-4-4 curriculum, where possible

3. Maintain basic hygiene and sanitary requirements

4. Be open to Government Audit Inspection

5. The report from the City Director of Education indicated that none of this had private

registration.
6. Have an operation School Management Committee

7. Following the 8-4-4 curriculum, where possible

8. Maintain basic hygiene and sanitary requirements

9. Be open to Government Audit Inspection

10. The report from the City Director of Education indicated that none of this had private

registration.

Non-formal schools that present candidates for examinations are registered by KNEC as

examination centers through the Municipal Education Office. Registration documents for these

schools were attached.

364.7 Nugatory Payrnent

As previously reported, a payment of Kshs. 193,000 was made on 2l July, 2008 to a supplier in

Kuria East District for supply of construction materials for Kurutiyange Primary School before

the items were delivered. There was no evidence that the materials were delivered at the school

as at the date of this report, and indications are therefore that the expenditure ofKshs. 193,000 is

nugatory

Yeot ended lu'h JM! 1015



Srrbnrission by the Accounting Officcr
It was truc that the Hcad-teacher paid KShs.193,900.00 bcfore delivery of materials and

had failcd to prove cvidence that goods werc delivcred to the school.

I would like to statc that the District Education officer thcn confirmed delivcry of
Materials and delivery notc for the said materials has becn availed for audit verification,

365. Irregula r Payments

As previously rcportetl, Kimorori Primary School in central provincc made payments
amounting to Kshs. 1,262.-918 to a contractor betwecn January and Junc 200g for supply of

building materials. An inspection conductcd by the Ministry of Education in July, )0os
however revealed a loss ofKshs.302,820 rvhich had been occasionctl by overpricing of

goods and services and a rccovery for thc loss was ordered, Subsequenily, un 
".ouit of

Kshs.275,573 was recovcred, Icaving a balance of Kshs.2j,247 outsianrling as at 30th June
2014.

Submission by the Accounting Officer
It lvas true that the Ministry of Education in July, 200g which revcalctl a loss of Kshs.

302'820 that had becn occasioncd by overpricing ofgoods antl serviccs antl that a balance
of Kshs. 27,247 was outstanding as at 30th Junc 2014.

The remaining balance was recovered accordingly and the accounting <Iocuments from the
school have since bcen provided and arc availablc for audit vcrification.

SUPPORT FOR TECHNICAL, INDUSTRIAL, VOCATIONAL AND
ENTREPRENEURSHIp TRAINING PROJECT (ADF LOAN NO. 21001500I8493)

366. Failure to Providc lludget Estimates

The statement ol comparative budget and actual amounts lor the year ended 30 June 2015
rcflects under actual alnounts Kshs. I 2 3,542,439, Kshs.9,104,447 and Kshs. 12g,500 under GoK
counterpafi l'unding, operating costs and training (GoK) rcspcctively. Ilowcver, the respective
budgetary provisions had not becn rcflected contrary to Section 1.9.8 of lnternational public
Scctor Accounting Standards (IPSAS). No satisfactory explanation has been given for this
anomaly.

Submission by the Accounting Officer

l'he statcment of comparativc budgct and actual adjustnrents lor the year cnded 30 June,20l5
reflects under actual an.rounts Kshs 123,542.439, Kshs.9.104,447 and Kshs 12g,500 under cok
counterpart funding .operations costs and training (Gok) rc'spectively. 'fhis rvas Gok
Expenditure that was the countcrparr lirnding for the project that was incurred alongside
Ministry's Development ExpenditLrrc.

Committee Observations and Findings

The Committee marketl the matter as rcsolved

367. Ineligible expenditurc - Kshs. 1,719,770

R.ePo ontheE o natonofthe Rerrc oltheA.ltkt-OenerulontheFinancialStatementsfottheNarionatCore,n,tent/orii PZ€€?'46
Year 
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The Ministry contracted a firm to supply, deliver' install' commission and train on use of

buildingandcivilengineeringtrainingequipmenttofive(5)TechnicalTraininglnstitutesacross
the country at a total cost of USD l, fOg,isi Examination of payment vouchers revealed that an

amount of Kshs.5,952,851 was paid to the contractor out of which Kshs'462'91044 and

Kshs.l,256,8 59.74 were in respect of demurrage and storage fees on these equipment on

shipment to Mombasa port' These payments are not eligible under ADB conditions of the loan

agreement. ln the circumstun".. ih" payment constitutes an ineligible expenditure totaling

f.ns.t,ZtS,ZfO. The project management was therefore in breach ofthe Loan Agreement'

Submission by the Accounting Officer

The Ministry contracted M/s lntertech Batinorm to supply training equipment to five (5) TVET

lnstitutionsvideContracts:ICB/MoHEST/312012.2013,|CBIMOHEST/5/2012-2013,
ICB/MOHEST/612012.20|3,lCB/MOHE'ST/8120:12-2013,ICB/MoHEST/lOl2O|2.20l3under
therehabilitationcomponentoftheGOKsupportforTIVETprojecton3rdApril'2013'

During tlie 2013/14 budget speech by the Cabinet Secretary - National Treasury'.a Railway

Development Levy (RDL) ol 1 5% was introduced on some imported goods and the training

equipmentwhichwastobesuppliedtoourinstitutionsunderthesecontractsattractedthischarge
despite the fact that th"s" conttucts were signed before tst July 2013 when the RDL became

effective.

TheMinistrywrotetotheNatiorralTreasury,seekingexemptionfromthislevy,throughaletter
MST/ADM/6/ll/voL.xIV/43,howevertheyadvisedthroughtheletterDFN/415/232l0llof
27th September,20l3 (attached that RDL cannot be exenrpted and is payable on imported goods

before clearance at the point of entry'

In view of the foregoing the Ministry had to bear the burden of paying the RDL' storage and

demurrage charges resulting f'orn th" equipment shipment being detained at the port of

Mombasaasaresultofthenon.settlemenrofth"RDL.Itisworthofnotethatthedemurrageand
storage fees were paid from the Government counterpart fund and not from ADB funds; hence

there was no breach ofthe loan agreement'

Committee Observation and Finding

The Committee marked the matter as resolved

368. Construction of Mechanical [ingineering Workshop - Gusii Institutc of Technology

'l'he Ministry of Education awarded a firm a contract in July 201 I tbr the construction of

mechanical engineering workshop in Gusii Institute of 1'echnology at a contract sum of

Kshs.ll,Tg0,032.l0foradurationoftwelve(12)months.'llreworksasperBillsofQuantities
included putting up kerbs and improvement of the driveway around the workshop at a cost of

Kshs.l,0l8,050 and installation of air-conditioning equipment in the server room and the

computerlabatacostolKshs.452,000alltotalingKshs'l'470'050'l{owever'duringasitevisit

ttvt$fat he Nationat Aove ' EntIor the
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to the Institute in Aprir 20r5, it was observed that the above works with costs totaringKshs i,470,050 had not been carried out. No cxpranation has been provided Ib, th" .;;;.1;.
Submission by the Accounting Officcr
lt was true that the Ministry of llducation, Science and Technorogy contracted Alfatechcontractors limited on r4ft December 20r l to construct a Mechanicar Engineering workshop atGusii.lnstitLrte of rechnology at an initiar contract cost of Kshs. g7,g95,03 I.06 which was later
Y]t|:d 

to Kshs. I00,552,697 (see the copy of Addendum) but not for a contracr sum of Kshs.11,790,032.10 as per the Auditor Ceneral,s Report.

on 5'h^march,20l5 the Supervision consultant prepared the final accounts with a final accountsum or Kshs. 97,300'7g6.72: the Kshs. 3,251,g00.;g barance was for works thar the contractorfailed to carry out incruding the air conditioning 
"qripr"nt and the putting up of the kerb andimprovement of the driveway around trre workshop botrr arnounting to Kshs. r,523.270.00

Committec Observations and Findings

The Committec marked the matter as rcsolved

369' construction of Buirding and Civir Engincering Brock phase I- Butere TechnicalTraining Institutes- Kshs. 150,229,572

Records avaired flor audit indicated that on 30 December 2013 a contract was awarded to acontractor for the construction of a Buirding and civir Engineering Block phase r at Butere

I;",T'"tJl'*'"'ng 
lnstitute at a contracr sum of Kshs.l50 ,22g,572 for a duration ot fifry two

A visit to the project in september 2015 rcvealcd that the project is not complete. Howevcr,examination or payment records revearcd that as at 30 June 20 r5 the contractor had been paidKshs 100,762,659.57 or approxirnatery 67%o of the contract sum out of which Kshs.90,3g3,967was paid in 2014/20r5 financiar year bur the pro.icct completion period rras since rapsed. Therewas no evidcnce or any efforts being madc to extend the contract period. No satisfactoryexplanation has been provided for the delay in project completion.

Submission by thc Accounting Officer
It was true that the Ministry of Education, Sciencc and rechnorogy contractcd Kihara waweruconstruction Iimited on 30tr' December 20 r3 to construct a Buirding and Civir Enginceringworkshop at Llutere Tcchnicar rraining Institute in Kakamega county at an initiar contract cosrof Kshs 150'22g,571.00. rt was arso true that the 

"ontruct 
has gone beyond the contractualperiod By June 20r5, the physicar w.rks progress was at about 90% against a pay,ent orapproximately 67Yo. on 3Oth September 20r5, the supervising 

"onsurta-nt - euarrtsconsurtadvised that the contractor be given an Exrension of Time (Eor), which the Ministry did onOctober 5, 2015.

Repo on thc Exanttnation ofthe Re,D
Yearehded |dr Jup 20Ji '
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Committee Observation and Finding

The Committee marked the matter as resolved

370. Electronic and Engineering Block Phase I - Tseikuru Technical Training Institute

370,1 Construction of Electrical and Electronics Engineering Block Phase I - Tseikuru
Technical Training Institute- Kshs. 88,149,485.39

Records availed for audit review indicated that a contract was awarded a contractor to construct

an Electrical and Electronics Engineering Block Phase I at Tseikuru Technical Training Institute

in March 2012 at a contract sum of Kshs.88,149,485.39 for a duration of fifty two (52) weeks. A

visit to the project in September 2015 indicated that the project is incomplete and the

contractor's performance bond from Equity Bank of Kshs. 10,493,986.40 had expired on 30 June

2013. No explanations were given for the delay in completion ofworks at the lnstitute or failure

to renew the performance bond.

Submission by the Accounting Officer

It was true that the Ministry ofEducation, Science and Technology contracted Marson Integrated

Ltd in March 2012 to construct an Electrical and Electronics Engineering Workshop at Tseikuru

Technical Training lnstitute in Kitui County at an initial contract cost ofKshs. 88,149,485.39.

It was true that the contractor was still at the site in September,20l5 but he had completed the

works and a certificate of completion issued on 3l'1 December 2014; the works the contractor

was attending to by the time officers from the Auditor Ceneral office visited the site were

correction of defects, which is contractual.

Committee Observation and Finding

The Committee marked the matter as resolved

370.2 Supply, Delivery and Installation of Electrical and Electronics Engineering

Equipment - Tseikuru TTI

On 30 December 2013, the Project Management awarded a contract for the supply ofworkshop

equipment to a supplier at a contract sum of Kshs.45,713,849.21 . Although, the equipment was

delivered to the lnstitute on 2 January 2015, as at the time of this audit the same had not been

installed at the institute's workshops. The equipment was left with the contractor without a
formal agreement and without arrangements on the equipment security. ln addition, the Electrical

Workshops were not secure as the windows had no grills.

Further, the contract involved training on installation, maintenance and use of the equipment for

ten ( 1 0) members of the teaching stafL lt is not clear who was trained as the lnstitute did not

have teaching staff as at the time of the visit.

RePllonlheLuto,ualionoIlltlJItaNtloIltrc,4Urtk)l.tjcn,.L1lolhct.'i,o,,ints,o,",,",,.@
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In thc circumstances, the stakeholders may not have gotten value for their resources as the
equiprnent has not been put to its intended use.

371. Godoma Technical Training Institute

371.1 Construction of Ercctricar anti Erectronics Engineering Brock phase I
on 5 March 2012, rhe Project Managernent awarded a contract for the construction of an
Electrical and Electronics Enginecring Block Phase I at Codoma 'l'echnical Training Institute at a
contract sum of Kshs.9 I ,129,777 .50 for a duration of twelve ( l2) months.

Information made available indicates that as at September 2015, the contractor had been paid
Kshs.99,022,525. I6 our of which Kshs.44,906,99r was paid during 20r4/20r5 financial ycar,
through thirteen (13) interim certificates resurting in a variance of Kshs.2,g92,747.66 over and
above the contract sum. Further, included in the works was delivery and installation of an
clectrical submersible water pump worth Kshs.205,920.'Ihe pump had not been delivered and
installed as at the time ofaudit inspection in September 2015. In addition, electrical sockets had
been installed on the floor making it risky during trre timc of creaning when using water. No
explanation has been provided by the management for anomalies observed.

Submission by the Accounting Officer

It was true that the Ministry of Education, Science and rcchnology contractcd Epco tluilders
lirnited on 5th March 2012 to construct an Illectrical and Illectronics Engineering Workshop at
Godoma Technical rraining Institure at an initiar contract cosr of Kes 91, r29,77i.50*hich *as
later varied to Kes 97,594,387.96 (see the copy of Addendum). According to thc paymcnr
schedule (see attached), to date, rhe Ministry has paid Epco Buirders a sum or Kshs.
97,594,387.95, which is cents I less than rhe conrractLral arnount and not Kshs. 99,022,525.16 as
presented in the Auditor General's report. In regard to the submersible water pump worth Kshs.
205,920.00, the contractor was in the process of repracing the pump; the 

"ont.u.tor, 
has now

duly replaced the pump. The placement ofsockets on thc lloor was as per the electrical design
drawings, which had been approved by the public works department.

Committce Observation and Finding

The Committcc markcd thc mattcr as rcsolvcrl

371.2 Supply, Delivery and Installation of Fl,lectrical
Equipme nt

a ntl Elcctronics Enginccring

A contracr for the supply ol workshop equipment at codorna Technical lnstitute had been
awarded to a contractor at a contract sum of Kshs.45,7l3,g4g.2l . The equipment was however
yet to be installed as the institute's workshops werc yet to be handed over by the contractor. In
the circumstances, it is not clear and the nranagement has not explained if and when the
equipment may be put to use and ifthe stakeholders will gct value for their resources.

on thc Findttial Stateuctttsfor the Notional Covrnuenr/or the
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Submission by the Accounting Officer

It was true that the Ministry of Education, Science and Technology contracted Redline Ltd on

30'h December 2013 to Supply, Delivery and Installation of Electrical and Electronics

Engineering Equipment - Godoma TTI at a contract sum of Kshs. 45,713,849.21.I'he Electrical

and Electronics Training equipment are portable modules, which are removed from storage as

and when required for experiment and not equipment for installation. At the time the officers

lrom the Auditor General office visited the lnstitutions, pioneering students were yet to be

enrolled; this was the reason why the equipment were in storage.

Committee Observation and Finding

The Committee marked the matter as resolved

372. Construction of Mechanical Engineering Workshop-Nyeri Technical Training

Institute

On 19 October 2011, the Project rnanagement awarded a contract for construction of a

Mechanical Engineering Workshop at a cost of Kshs.80,088,778.7 4 for a duration of twelve ( l2)

months. As at seprember 2015, the Ministry had paid Kshs.52,685,482.37 out of which

Kshs.2,605,271 was paid during the year under review. Physicat visit to the lnstitute in

September 2015 revealed that the project was still incomplete and no project status report to

show the percentage of completion was availed for audit review. No proper explanations were

provided on the cause ofdelay in completion of the project, despite the fact that the Ministry had

informed the contractor of its intention to terminate the contract due to delay and non-

performance. In the circumstances, it has not been possible to confirm when the stakeholders will

start getting the value for their resources as the workshops have not been put to use'

Submission by the Accounting Officer

It was true that the Ministry of Education, Science and Technology contracted Laton Engineering

Ltd on lgth october, 20ll to construct a Mechanical Engineering workshop at Nyeri Technical

Training Institute in Nyeri County at an initial contract cost ofKshs. 80,088,778'74'

It was true that the contractor was still at the site but he has completed the works as per the Bill

of Quantities; the works the contractor was attending to by the time officers lrom the Auditor

General office visited the site werc correction of defects, which is contractual'

Committce Observation antl Finding

The Committec marked the matter as resolved

373. Unresolvcd Prior Ycar Mattcrs

373.1 Non Delivery of EquiPment

As reported in 2013/2014, information available indicatcs that on 30 December 2013, the

Ministry signed contracts with various firrns for the supply, delivery, installation, commissioning

R"porr on ti, E-^i,rotion oI the Rcrr, of he htdtor'Generul on the Financiol Statements lor
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and training on use and maintenance of various equipment to eight (8) new Technical Institutes
at a total cost of Kshs.3 63 ,135,374. However, a review of procurement documents availed for
audit indicated that the Ministry had not paid the contractors and as result the equipment had not
been supplied to the intended lnstitutes as at the date of this reporr, contrary to Section 6 of the
Contract Agreement which required goods to be delivered at the project site not later than eight
(8) weeks after signing the contract and completion date not later than twelve (12) weeks after
contract signing. No satisfactory explanations have so far been provided by the Ministry for not
paying the contractors. The non-performance of the contract for derivery of the equipmenr
impacts negatively on the cardinar objective of the project, to improve access, quariry ana
relevance of skills development opportunities for the youth in Kenya.

Submission by the Accounting Officer

As earlier explained in the audits ofpast years, the KNAO is referring to, the payment for goods
is executed as below:

Payment offoreign currency portion sha[ be nrade in the currency orbid the fo owing manner:

Advance Payment: Twenty (20 %) percent ofthe contract price shalr be paid within Forty-five
(45) days of signing the Contract, and upon submission of a claim and a bank guarantee for the
equivalent amount valid until the goods are delivered and in the form provided in the bidding
document or another form ofacceptable to the purchaser.

on Shipment: Eighty (60 %) percent of the Contract Price shall be paid upon submission of the
following documents:

i Supplier invoice showing goods description, quarity, unit price and totar amounr-
Original and a copy

ii. Bill of Lading -Original and a copy

iii. Packing lisr identilying content ofeach package

iv. InsuranceCertificate

v. Manufacturers, or Suppliers warranty Certificate

vi. Cerificate of Origin

vii. Inspection Certificate by the Government Agent

Twenty (20yo) on Acceptance ofreceipt of the goods upon submission of craim supported by the
acceptance report by the Purchaser.

The suppliers referred to, had not fulfi ed the above explained procedure to warrant the
payment; however, most of the goods have now been delivered and accepted by the Ministry and
payments for goods dclivered has bcen executed.Acceptance reports for the equipment for six ol
the eight new T'fls, which received equipment for trre newly established workshops were
provided.
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Committee Observation and Finding

The Committee marked the matter as resolved

372.3Delays in Completion of Civil Works

As was previously reported, the Ministry in October 201 I contracted several contractors for the

construction of workshops in eleven (ll) Technical lnstitutes at a total contract sum of
Kshs.838,482,812.78. In March 2012, the Ministry further undertook to construct additional
eight (8) workshops in eight (8) new Technical Institutes, and engaged contractors at a total

contract sum of Kshs.763,442,1 78.49. ln total the Ministry had committed to construct [9
workshops at a total cost of Kshs.1,601,924,991.27. According to contracts signed between the

Ministry and various Contractors, the works were to commence immediately and be completed

within fifty{wo (52) weeks in October, 2012 and March 201 3.

As at 30 June 2015, the Ministry had paid a total of Kshs.|,122,712,476.86 or approximately
70.085% of the total contract sum of Kshs.1,601,924,991.27. However, a review of the project at

the time of this audit revealed that seven (7) out of the nineteen (19) contracts with a total

contract sum of Kshs.546,071,441 had not been completed despite the contractors having been

paid Kshs.323,183,243. The Ministry did not provide reasons for the delay in project completion

and has not explained ifand when the Project will be completed.

Submission by the Accounting Officer

The seven contracts delay was caused mainly by the demise of the lead Design and Supervision

Consultant - Joel E. D. Nyaseme on 4th February 2012; this brought about lack of proper

technical supervision up to tlth June 2013, when the Ministry Procured the services of
Quantsconsult limited to carry on with the supervision of construction works in the following
sites: for Aldai, Bureti, Siala, Tseikuru, Mukurweini, Wajir, Codoma and Butere TTls. In

addition, the rate of construction at Wajir TTI has been affected negatively by the insecurity in

the area. The other construction site that also had issues was Gusii IT where the original site for
the workshop became the subject of a court case between Cusii IT and the Coffee research

Foundation; this forced the Institute to change the site to the only available open land which had

a very steep gradient as opposed to the earlier site which was fairly flat. This harsh tcrrain

brought delays as extra works had to be done carrying out cuts and fills and building a retaining
wall to protect the workshop from a possible landslide.

These challenges notwithstanding, the Ministry has managed to ensure that the construction

works are carried to completion; the status ol the construction works in the nineteen Institutions

was availed for verification.

Committee Obscrvation and Finding

Thc Conrmittec marked thc mattcr as resolvcd

373.3Non-Ilenewal of Bank Guarantces
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As previously reported, a review of contract documents lor the construction of workshops for
selected technical institutes revealed that eighteen (18) contractors signed performance bonds at
l0% of the contract sum in compliance with the contract agrcenlent. The bonds executed were
between Kshs.1,000,000 and Kshs.l 1,585,380.50. The bonds were to run for a period ofone year
and the contractors were to renew them upon expiry. A review of the project status in october,
2015 revealed that six (6) bonds totalling Kshs.50, I 19,297 .30 had expired and had not been
renewed, hence exposing the Ministry to risk ol financial loss in case of non performance of this
magnitude. No cxplanation was provided for this anomaly.

Submission by the Accounting Officer

In regard to performance bonds, all the contractors renew performance bond on a case by case
basis. At the time of audit six bonds had not been renewed; however, the Bonds were duly
renewed thereafter. At the moment, the only contractor who has not reached practical completion
and thereiore perlormancc Bond is still required is Burahitech lor Wajir TTI; the contractor,s
pcrformance Bond was up-to-date and availed for vcrification.

Committee Observation and Finding

The Committee marked the matter as resolvcd

373.4 Expired Contract Periods

As previously reported, the Project status report as at 30 November 201 3 indicated that conrract
periods lor l8 contracts expired on various dates within 20ll/2012 financial year. However,
although the Ministry did not give extensions of thc contracts, a review ol the status in
Septernber 2015, revealed that seven (7) contractors continued with the works without valid
contracts in violation of Section Vll Clause 2.2 of the contract agreements that provide lor
renewal ofcontract period upon expiry. In 1he circunrstances, the Contractors were in breach of
the terms of the contracts.

Submission by thc Accounting Officer

The Ministry acknowledgcs that adequate documentation was not availed to the Audit team with
respect to renewed contracts; the documentation has been attached to this report and in future
audits, the Ministry shall ensure that adequate documentation is availed to the audit team. All the
contractors, who have not achieved practical completion, lrave rencwcd the Pertbrmance Bonds
(See arrnex attached). The employer ensured currency of the contracts by requiring the
contractors to renew their perlormance bonds when they I'ell due.

Committee Observation and Finding

The Committee marked thc matter as resolvcd

373.5 Advance Paymcnt for Equipment and Works
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As previously reported, the statement ofreceipts and payments lbr the year 20ll/2012 reflected

payment of Kshs.299,60 6,679.05 against goods and works' The figure included

Kshs.34,532, 1 80.70 in respect of equipment which was to be supplied and installed in three (3)

Technical lnstitutions, and works which were to be done in eight (8) Technical Institutions

within the country. The amount of Kshs.34,532,1 80.70 also included advance payments of

Kshs.29,5 19,983.90 which comprised of Kshs.2,33 8,296.90 paid to three (3) suppliers of

equipment before delivery of the items, while the balance of Kshs.27,l8l ,687 was paid in

advance to three (3) contractors before the works had commenced'

However,noproperbankguaranteesforthesepaymentswereavailedforauditreview.Itwas
therefore not possible to ascertain how the Ministry would he indemnified in case of breach of

contract. As at 30 June 201 5, the Ministry had not provided information on the status ofthe issue

as raised irr the previous year's report.

Submission by the Accounting Officer

It is true that some firms were given advance payment before provision of goods and services'

This was done in accordance with the contractual agreement and after the firms presented

advance payment guarantees whose copies were attached for Committees verification'

ln addition, the goods and works for which advance payments were paid have been cornpleted as

per the attached construction works completion certificates and training equipment acceptance

forms.

Committee Observations and Findings

The Committee marked the matter as resolved
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25.0. MINISTRY OF TRANSPORT AND INFRASTRUCTURE
25.I. STATE DEPARTMI'NT OF INFITASTRUCTURE

FINANCIAL STATEMENTS FOR VOTB I43
Mr. Julius K. Korir, thc Accounting Officcr for Vote l4J, Statc Dcpartment ofInfrastructurc accompanicd by Eng. S.K Kogi; Chief Engineer; Mr. Irhirip wachira, Chief
Finance Officc, Mr. Ilmmanucl Oyugi, Ag. Head of Accounting Unit; Mr. R. N Muleli,
Accounlant' Eng.S. Kirioti, Ag Director Generar KURA; Eng. Zulea, Chief Engineer (M);Eng' James Kung'u, chief Enginccr (Ilocecs); Eng. Luka Kimeri, Ag Direct-or-General
(KcRRA); Eng Philcnron K. Kandic, Dcputy Dircctor KeNHA; Sopphic W. Mwangashi,
Assistant Accountant General antr Ms. Isebella A. otroro, pcrsonal Assistant appcared
before thc Committec on 26th .Iury 2018, I4rh August 20r8, 2nd october ioir--,"'loo*.
evidcncc on the audited Financial statcmcnts of vote I43 state Department ofInfr:rstructurc for the Financiar ycar (Fy) z0r4/20rs. Minutes of thc Committec,s sittings
and tlrc submissions tabled by thc Accounting Officer arc annexcd to this report,
Ilasis for Advcrsc Opinion

374. Inaccuracies in thc Financial Statemcnts

The statenrent of financiar position as at 30 June 20 I 5 had the folowing inaccuracies:
374.1 Accounts Receivables - Ncgativc Kshs. 41,gg2,,571,g50.20

lncluded in the receivabres barance of ncgative Kshs. 4 r ,992,57 r ,g50.20 is an amount of.negative Kshs. 41,994,231,622.05 as summarized berow whose detairs or suppo(ing documents
were not availed for audit:

Suspcrrse & Clearance 12,326,945.g0

Diflercnces -42,006,5 5g,567.85

Total -41,99i,231,622.05

It has not been possible to confirm the accuracy and correctness of accolnt receivables of
ncgative Kshs 41,992,57r,850.20 as ar 30'r'Junc 20r5 and why receivabres havc a negative
balan ce,

Su bnr ission by Accounting Officer
'l'he Accounting officcr confir,red trrat it was true that reccivabrcs barancc had a negative
balance of Kshs. 4r,992,57r,g50 as at 30'r'June, 20r5.T'hc anarysis of trrc SuspensJ and
cllearance balancc (Districr Suspense) oIKshs. r2,326,945.80 is supporred by rhe.riiar barance
as at 30'l' June, 2015.

I'he difference of Kshs. 41,99?,57,,g50 is a balancing figure on rhe Statenrcnt o
l'osition accruing from usage of IFMIS generated barances. The Department is in rou
IITMIS Section olthe Nationa|.l'reasury rvith the objective ol'reconciling the outstand

1
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as shown in internal memo from former Head of Accounting Unit sirown in Annex 1 (a). A

meeting convened by The National Treasury was also held on 2l't February,20l8 to resolve

IFMIS related challenges experienced by Departments as shown in Annex I (b). All funds

receipt documents pertaining to the year under reference has been availed to the Auditors'

Further to the foregoing, all receivables have been accounted for using the manual system.

However, clearance of the discrepancy through the system is a continuous process and it is still

ongorng.

Committee Obserwations and Findings

l The Integrated Financial Management Information Systcms (IFMIS) which was

introduced as part of thc Public Finance Management (PFM) reform initiative aimed at

automating and streamlining, Government's financial managcment processes and

procedures has not met its key objective' The PFM financial statements and record

Leeping is still riddleti with basic anomatics including reconciliations exposing public

funds to abuse; and

2. There are persistent systernic challcnges with IFMIS record keeping where for instance,

in the financial year, the State Department,s financial statements had difference of

Kshs.4l,gg2,5Tl,s50asabalancingfigureonthestatemcntofFinancialPosition
accruingfromusageoflFMlsgeneratedbalances.Thcsechallengeshavebeen
continuouslybroughttotheattentionofCabinetSecretaryfortheNationalTreasuryby
the Accounting Officers.

Committee Recommendation

ThelntegratedFinancialManagementlnformationSystems(IFMIS)haspersistcntlybeen
bedeviled by various challenges that impede effective public finance management' The

Cabinet Secretary for thc National Trcasury should within threc months (3) after adoption

of this report submit to the National Assernbly an IFMIS reconfiguration plan that support

timely budget execution and seal loophole for siphoning public money'

374.2 Accounts Payable and Deposits

Thc staternent of financial position discloses account payables balance of Kshs. 33,212,868,865

made up of deposits, other liabilities and system required liabilities of Kshs. 264,258'608.35'

negative Kshs.30,827,757.10 and Kshs. 32,g7g,438,013.7 5 respectively. The accounting officer

ha; explained that the deposit amount of Kshs. 264,25g,60g.35 represents the bank balance on

the deposit account. However, the deposit account cash book balance as at 30 June 2015 was

Kshs. 265,1 1 8,800.30 resulting in an unexplained difference of Kshs 860' l 9 l '95

Furtlrer, the negative Kshs. 30,827,757,10 and Kshs. 32,979,438,013.7 5 for other liabilities and

system required liabilities respectively had no supporting documents. In addition, the Ministry

has not disclosed pending bills as at 30 .lurre 201 5 for recurrent and development vote amounting

to Kshs. 5 7,65 I , I 40.05 and Kshs. 3 0,265,963.30 for the two accounts respectively.

Report on the E aDtinatrcn oJ-the Report oI P a ihFctheml on
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In the circumstances, it rras not been possibre to confirm the accuracy and correctress of theaccounts payable balance of Kshs. 33,212,g6g,g65.

Submission by Accounting Officer

The Accounting officer confirrred that thcy were in agreement with the Auditor,s observation
and responded as follows:

i That the Deposits barance of Kshs. 264,25g,60g.00 discrosed in trre Sratement of FinanciarPosition rvas an error which wi, be amended during the revision of the Financiar
statenrents to ta[y with the adjustecr cash book barance. This was an error in the DepositCash Book occasioned by double posting of a payment. Tlie balance has since beenamended to Kshs. 266,632,602.30 as per Cash Book extract under.

ii other Liabirities and system Required Liabirities respectivery are IFMIS generated. Asindicated above, we are in touch with IFMIS Department of the Nationar rrlasury to crearthe outstand ing balances.

iii lt is also true the Ministry inadvertentry did not discrose rhe pending bils as at 30,r,June20i5. The pending bilrs schedule is attached as srrown in and shair be incruded in thercvised Financial Statement once consent is issued by The National Treasury.
Committec Observations and Findings

l' The Intcgrated Financiar Management Information systcms (TFMIS) which wasintroduced as part of the pubric Finance Management (pFM) reform initiative aimed atautomating and streamlining, Govcrnmcnt's financial management processcs andproccdu.cs has not met its key objective. The pFM financiar statemcnts and recordkeeping is still riddred with basic anomarics incruding reconciriations exposing pubricfunds to abuse; antl

2' Thc Accounting officer prepared thc financiar statements with errors andinadvcrtently faired not disclose thc pending bilrs as at 30th Junc zors 
""rir".yi, a,.provisions of Section 6g of the public Financc Managemcnt Act 2012.

Cont m ittee Recommendations

I' The Integrated Financiar Management Information systems (IFMIS) has persistcnry
been bedevired by various charenges that impede effcctivc pubric finance mrr"g"."rt.
Thc Cabinct secrctary for the Nationar rrcasury shourd rvithin threc months (j) or,".
adoption of this report submit to the Nationar Assenrbry an IFMIS .cconfiguration plan
that s,pport timely butrget execution and sear loophore for siphoning pubrif rnoney; and

2' Eng' John K Mosonik, thc erstrvhire accounting officcr of the entity shourd bercprimanded for fairure to ensur€ that the entity kept complete financiar anrr
accounting records that arc supported by necessary trocuments ancr for inadvertenfly



failing to disclose the pcnding bills as at 30'h June 2015 contrary to the provisions of

Section 68 ofthe PFM Act 2012'

374.3 Cash and Cash Equivalents

ThestatementalsoreflectstotalcashandcashequivalentsofKshs'75'237'260'70715asat30
June 2015 while all supporting records and documents indicate total cash and cash equivalents of

Kshs. 389,670,2 52.20. There is a variance of Kshs. 74,847,590,454.95. The statement of cash

flows on the other hand discloses Kshs 8,747,882 
'993 

25 as balance of cash and cash

equivalents as at 30 June 201 5. The three sets of figures need to be reconciled'

Submission bY Accounting Officer

The Accounting Officer in confirmed it was true the Financial Statenlents as at 3gth June,20l5

reflected a variance of Kshs. 74,847,590,454'95 in the Cash and Cash Equivalents and the

Statement ol Cash Flows. The variance of Kshs. 74,847,590,455 and Statement of Cash Flows

variance of Kshs.8, 7 47 ,882,gg3 .25 was as a resu lt of system generated balance'

TheDepafimentisinprocessofrevisingitsFinancialstatements,afterwhichthecorrect
balances will be reflected.

Committee Observations and Findings

The Integrated Financial Management Information Systems (IFMIS) which was

introduced as part of the Public Finance Management (PFM) reform initiative aimed at

automating and streamlining, Government's financial managemcnt processes and

procedu.es has not met its key objective. The PFM financial stat€ments and record keeping

isstillrirldledwithbasic"no*utl",includingreconciliationsexposingpublicfundsto

The Integratcd Financial Managcment Information Systems (IFMIS) has persistcntly hcen

beclcviled by various challengcs that impctlc effcctive public finance managcment' Thc

Cabinet Sccretary for the National Trcasury should within thrce months (3) aftcr adoption

of this report submit to thc National Assentbly an IF'MIS rcconfiguration plan that support

timely butlget exccution and seul loophole for siphoning public moncy; nncl

abusc.

Committcc Ilccommcndations

374.4 tlank Ilala ttccs

ofrhe Audiror-Cenerul on the l:nnncial

Included in total cash and cash equivalents balance of Kshs 75,237,260,707 '15 is a bank balance

of Kshs. 267,935,813.g0 composed of Kshs 266'632'602'30 and Kshs l'303'211 60 for

Deposits and Kenya 'l ranspori Sector Support Project (KTSSP) bank balance respectively'

However, a bank balancc of Kshs. 38S,610,252 'zO was confirmed from the cash books and the

supporting bank reconciliations. The bank balance of Kshs 26T '935'813'g0 excludes Kslrs'

tzt,t:{.jflfi and Kshs. 2,109,0g2.60 in rcspect of recurrenr and development bank balance

respectively. ln addition, deposit account cash book indicates a balance of Kshs. 265,1 18'800.30

ReDort oh th? Fla inatioh ofthe RePort

Y;ar end.d tdt June 2015
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resulting in a difference of Kshs. 1,5 r 3,g02. The bank barance is therefore understated by Kshst23,248,240.30.

Submission by Accounting Officer
'fhe Accounting officer confirmed that it was rrue thar the bank barance of Kshs. 267,935,g r4excluded Kshs r2 r , i 3g, I 5g and Kshs. 2, r 0g,0g3 in respect of Recu'ent una o"v"topr"nt nunkAccount balances respectively and that Deposit Ac"ornt showed a difference ofKshs. 1,5 I3,g02.
The Accounting Officer stated the following:

(i) As indicated above' the correct barance of Deposits is Ksh. 266,632,602.30 as shownearlier in.

(ii)'l'he earrier omitted baranccs for Recurrent and Deveropment bank account fbr Kshs.l2r'r39,r57.70 and Ksh. z,rog,og2-60 respectivery wi, be incruded in the RevisedFinancial Statemenrs.

Committce Observation and Finding

The financiar statemcnt of the entity as lvas prcparc<r by the Accounting officer anrrsubmitted to thc Auditor Generar had bank balance of Kshs. 267,g35,g14 which excrudedKshs' l2l'139'I58 and Kshs. 2,I09,0g3 in respect of Recurrent and Deveropment BankAccount barances respectivery and that D"porit A""urnt showed a difference of Kshs.1,513,802.

Committee Recommendation

Eng' John K Mosonik, the crstwhirc accounting officer of the cntity shourd be reprimandcdfor failure to ensure that the entity kept comprete financial ancr accounting rccords that aresupportcd by nccessary documents and reconcircd in rinc with section 6g of the I,FM Act2012.

374.5 Cash Balance

The statemenr of financiar position further reflects a cash barancc of Kshs. 74,969,324,gg3.25which howevcr had no supporting documents. In addition, the board of survey confirmed thatthere was no cash barance as at 30 June 20r5. It has not been possible to confirm the accuracyand completeness ofcash and cash equivalents, balance ofKshs. 75,237,260,707.15.
Submission by Accounting Officer
'l'he Accounting officer confirmed the cash Barance of Kshs. 74,969,324,g93.25 was noranalyzed and that the board ofsurvey confirmed there was no cash barance as at 30rh.lrr", jo ts.
The figure of Kshs' 74'969,324,g93.25 was IFMIS system generated. Forowing uproading ofbank statements tc, IFMls, the auto generated cash Balance has reduced to Kshs. 56,5 r5,365,436
as.shown in Annex lr' The uproading process is sti, ongoing and ir is expecred thal the IFMIS
balance willagree with the Cash on Hand Balance.

Rep on th. Eruntinahon ol the Rerrort ol the
Y?ar ended Jt' June )015
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Reportohthe ha1tinatio ofhe Repo ofhe luditor-Cenerul on the rinandd Statenrcnts Ior the Natlonol Govemnrcnt /or the

Year ended 30't' June )015

Committee Observation and Finding

The Integrated Financial Management Information Systcms (IFMIS) which was

introduced as part of the Public Finance Management (PFM) reform initiativc aimed at

automating and streamlining, Government's financial management processcs and

procedures has not met its key objective. The PFM financial statcments and record keeping

is still riddled with basic anomalies such as miss-posting in the IFMIS General Ledger;

Committee Recommendation

The Integrated Financial Management Information Systems flFMIS) has persistently been

bedeviled by various challenges that impcdo effective public finance managcment. The

Cabinet Secretary for the National Treasury should within three months (3) after adoption

of this report submit to thc National Assembly an IFMIS reconfiguration plan that support

timely budgct execution and seal loophotc for siphoning public money;

374,6 Net Increase in Cash and Cash Equivalcnts

The statement ofcash flows for the year ended 30 June 2015 indicates net increase in cash and

cash equivalents of Kshs. 8,7 47,882,993.25. llowever, addition of cash flows from all activities

reveals that there was actually a net decrease in cash and cash equivalents ofthe same amount.

Submission by Accounting Officer

The Accounting Officer confirmed that it was truc that there was actually a net decrease in Cash

and Cash Eqtrivalent of Kshs. 8,747,882,993. 'l he description in the Financial Statement will be

amended accordingly.

Committce Observation and Finding

The statemcnt of cash flow of the entity as at 30tr' June 2015 as was prepared by the

Accounting Officer and submitted to the Auditor General indicated net increase in cash

and cash equivalents of Kshs, 8,747,882,993.25. Horvevcr, addition of cash flows from all

activities reveals that there was actually a net dccreasc in cash and cash equivalents ofthc
same amount. This has not been amended accordingly,

Committee Recommendation

l. Eng. John K Mosonik, the erstwhile accounting officer of the entity should bc

reprimanded for failure to ensure that thc cntity kcpt correct financial and accounting

records that are supported by necessary rlocuments and rcconciled in line with Section

68 of the l'l'M Act 2012; and

2. The Accounting Officer should cnsurc that error is corrected and thc financial

statements re-submitted to the Auditor (iencral for audit review.



374.7 Transfers to Other Government Agencies

The statement of receipts and payments for the year ended 30 June 201 5 discloses an amount of
Kshs. 84,478,361,62 I .50 on account ol transfers to other government agencies comprising Kshs.
23 

'409 '2?3,292.15 and Kshs. 6r ,069,0g9,329.35 rerating to Recurrent vote and DeverJpment
vote respectively.

However, a review ofthe supporting documents indicated a barance ofKshs. 6r,614,ggr,7go.7o
as follows: -

Journal vouchers (Direct payment) 29,g Ig,g25,g9g.60

Payment vouchers- 31,796,055,g92.10

Total il,614,881,7g0.70

The variance ofKshs. 545,793,461.35 has nor been reconciled.

Submission by Accounting Officer

The Accounting officer confirrned that it is true that the Statcrrent of Receipts and payments for
the year endeci 30tr'June,20r5 showed a variation ol Kshs. 545,1g3,461 between the Financiar
Statemcnts and that of thc supporting documcnts.The variatio, has been noted and that thc
Financial Statements wirl bc arncnded to Kshs. 6 1,6 l4,gg r ,740 as per supporting documents.

Committee Observation and Finding

The statemcnt of reccipts :rnd payments of thc entity as at 30rh June 2015 as was preparcd
by the Accounting officer and submittcd to thc Auditor Gcncral indicated amount of Kshs.
84,478,361'621'50 on account of transfers to othcr govcrnment agencies comprising Kshs.
23,409 

'27 
3,292.15 and Kshs. 61,069,088,329.35 relating to Ilccurrent vote and Develo'pment

vote respectivcly. Howcvcr, a revierv of thc supporti.g (rocumcnts indicated a barance of
Kshs. 61,614,881,790.70.'I'his has not becn anrended accordingly.

Committee Recommendations

l. Eng. John K Mosonik, thc erstrvhire accounting officcr of the cntity shourd bc
reprimanded for failurc to ensure that the entity kept correct financial and accounting
rccords that arc supportcd by necessary documcnts antl rcconciled in line with Section
68 of rhe PFM Acr 2012; and

2. The Accounting Officer should cnsurc that crror is cnrrectcd antl thc financinl
statements re-submittcd to the Auditor Gcneral for audit reviery.

374,8 Transfers from Other Government Entities

The statement of receipts and paynrents discloses an amount ol Kshs. 22,446,s01,146 as having
been received from Kenya lloads Board. Flowever, a review ol records from Kenya Roads Board

enemlon rhc Funncnl Statenn\ts ht.tltc ,\atnndt Go|ernuanr tor rht
Repofl on th? Exa hano\ o[thc Re }., ofthc AuJ orc.
tear e ,lcd )0'* Jm. )0t 5
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indicated that an amount of Kshs. 25,036,325,644 was remitted to the Ministry ltrr onward

disbursement to lLoads Authorities, resulting in an unaccounted for transfers of Kshs.

2,s89,824,498.

Submission by Accounting Officer

The Accounting officer in stated that the Ministry received an amount of Kshs. 23,460,7 44,032

from Kenya Roads Board. However, the approved budget for the year was Kshs'

22.446,501,146. Due to budgetary limitation, the Ministry returned Kshs. 1,014,242,886.00 ro

Kenya Roads Board for re-voting in the subsequent year on 3'd July, 20 l5 as shown on Annex IV

(a).

Duetotiming differences, Kshs.884,208,451 in respectof funds released by Kenya Roads Board

for Financiaf Year 2013-2014 was received by the Ministry in 2014-2015. Further Kshs.

2,399,594,965 fronr Kenya Roads Board was received after closure of FY 2014/15 and thereby

accounted for in the subsequent financial year. The difference between the two sets of records is

mainly due to the diflerent accounting methods of Cash Accounting for the Central Covernment

and Accrual Accounting for the parastatals.

Committee Observations and Findings

l. The state Department received an amount of Kshs. 23,460,7 44,032 from Kcnya Roads

Board. Howcver, the approved bu<lget for the year was Kshs. 22,446,501'146 resulting

to underutilization of Kshs. 1,014,242,886.00 which was reported Kenya Roads Board

for re-voting in thc subsequent year; and

2. Due to timing rlifferences Kshs. 884,208,451 in respect of funds released by Kcnya

Roads Board for FY 2013-2014 was received by the State Department in FY 20I4l2015.

Further Kshs. 2,399,594,965 from Kenya Roads Board was received after closure of FY

2014/15 and thereby accounted for in the subsequent financial ycar. These delays havc

been attributetl to use of different accounting systcm by Kenya Roads Board and the

State Departmcnt.

Committec Recommendations

The cabinet secretary for the National Treasury should within three (3) months aftcr

tabling of this report cnsure that the Public sector Accounting standard Board (I'SASB) in

line with its functions as stipulated in section 194 of thc PFM Act 2012 embark on

developing a framework & standards for the adoption of the IPSAS accrual basis of

accounting and reporting by the national government MDAs as opposed to the IPSAS cash

basis of accounling and reporting which has been in force sincc l'r July 2014 and has not

addressed pertinent matters such as timing differences in accounting and reporting for

revenuei

ft he Natio,,al Gowmnent for the
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374.9 Appropriations-In-Aid Collected from Regional Offices
During the year under review, it was obscrved that the regional offices of Materials Department
collected AIA amounting to Kshs. r4,56g,050 which was not discroscd in the statement ofreceipts and payments for the year. 'l he rvhereabouts of this money is not known.
Submission by Accounting Office r
The Accounting officer stated it was true that during the year under review Regional officers ofMateriars Department corecred A rA amounting to Kshs. r 4,56g,050 Ind onry Kshs.
5'64 i 

'950.00 was reflected in the l{eadquarter books reaving Kshs. g,926, r 00.00 stil in the fierdDistrict Accountants Bank accounts. I-le stated that collections of AIA in the Region offices was
being submitted to District Treasury. Thc co[ected amounts were accounted ror through theDistrict Accounting System. The dctails and evidence of remittance of the collections at theDistrict Treasuries have been availed to the Auditors.

AII the AIA colrected was accounted ror under various accounts as anaryzed in the detailed
schedule attached amounting to Ksh. 25,212,375.15as shown in Annexes V (a) and (h).
Committce Observations anrl Findings

The Accounting officer did not at thc time of audit discrose A-I-A co ected from fierdoffices amounting to Kshs. 14,56g,0s0 an<I did not provide to the Auditors, thc rerevantvcrifiable documcntation to confirm the actual A_I-A collccted;
374.10 Proceeds from Foreign Borrowing

The stalenrent of receipts and paynrents reflects Kshs. 24,746,95g,749.65 as proceeds fromforeign borrowi,g, which differs rvith totar of journal entrics of rsrrs. zz,jq i,o+ 4,073.02
resufting in an understarement of Kshs. 2,7g4,0g5,323.40.

Submission by Accounting Officcr

The Accounting officer stated it is truc the statement or Ireceipts and payments diffcred from
the total of jour.als by Kshs. 2,794,0g5,323. However, thc figLrre for Kshs. 27,541,044,073
included journals supporting proceeds from foreign borrowing (roans) and foreign granrs. The
correct schedule to support the figurc of Kshs. 24,7 46,95g,7 49.65 is attached 1an.ex-vr;.
Committec Observations and Fin<lings

The statemcnt of reccipts and paymcnts of the entity as at 30ih June 2015 as was prcparetrby thc Accounting officer and surrmittcd to the Auditor Generar reflected Kshs,
24'7 46'958'7 49.65 as proceeds fronr foreign borrowing, which differs with totar of journar
cntries of Kshs' 27,541,044,073.02 rcsurting in an understatement of Kshs. 2,794,0gs,323.40.

Statcnentslot the Natiotlal GoternhrcDt Iot the
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Committee Recommendations

Eng. John K Mosonik, the erstwhilc accounting oflicer of the entity should be reprimanded

for failure to ensure that the entity kept correct financial and accounting records that are

supported by necessary documents and reconciled in line with section 68 of the PFM Act

2012;

374.11 Proceeds from Foreign Grants

ThestatementofreceiptsandpaymentsdisclosesanamountofKshs,5,030,ll4,823.45as
receipts from foreign grant. However, the supporting schedule and the ledger indicate an amount

ofrshs. :,got,+75,171 resulting in an unexplained difference ofKshs. I ,168,639 '652'45

Submission by Accounting Officer

The Accounting Officer stated that it is true the support schedule reflected an amount of Kshs'

3,861,475,171as receipts from Foreign Grant. The actual amount was Kshs. 5,071,638'899.7 5

indicated in the Revised Financial statements for Financial Y ear 201412015.

Committee Observations and Findings

The statement of receipts and payments of the entity as at 30th June 2015 as was prepared

by the Accounting officer and submitted to the Auditor General disclosed an amount of

Kshs. 5,030,114,823.45 as rcccipts from foreign grant' However, the supporting schedule

andtheledgerindicateanamountofKshs'3,861,4?5,lTlresultinginanunexplained
difference of Kshs. I,168,639'652.45;

Committee Recommendations

Eng. John K Mosonik, the erstwhilc :rccounting officer of the entity should be reprimandcd

for failure to ensurc that thc entity kept correct financial and accounting records that are

supportedbynecessarydocumentsan<lrcconciledinlinewithSection68ofthePFMAct
2012i

375. Operations of Deposits Account

The financial statements disclose Kshs. 266,632,602.30 as the balance on the deposit account as

at 30 June 2015. A review of the operations of the deposit account during the year revealed the

following anomalies:

375.1 Retention Refunds - Kshs. 881,398'162'91

The Department made retention refunds totaling Kshs. 8 8l ,398, I 62.9 | to contractors as follows:

Financial year Amount

2}t3-t4 688,175,675.26

2ol4-I5 192,622,481 .65

881,398,162.91

R?porto ttt( Exa ndtton oJ ,tu n"por, u1-,n l1*uu;.**l o,t thc f\Mn(ot starch,,'nts [, r the idtt"nol Got crnnenr lot rht r'

Ye'ar enlcd 3t' June 2015



A review of docunrents in s,pp.( of thc figure ol Kshs. gg l ,3gg, I 62.g 1 however indicated thar
Kshs. 292'060'779.51 and Kshs. r00,J72,34 r.65 for 20r3/14 ar.tJ 20r4n5 respecrivery rotaling
392,433'r2r.16 were paid withoLrr originar receiprs whire refunds totaring Kshs. 55,450;49.02 in2014/15 wcre paid without proo'of cor.nprction ofworks in the rcspectivc contracts.
In the circumstances, it has not been possible to confirnr whether abovc refunds totaling Kshs.447,883,570.18 were genuine and valid.

Su bmission by Accounting Officer

Thc Accounting officer in stated it was true that payments were nrade without receipts whirerelunds paid without proof of complction of works.l,ayrnents towards refund of Retention I undsdLrring 20 I 3- 14 and 2014- r 5 rerated to funds reccived during prior financiar ycars. .fhe 
Ministryhad in thc past constituted a Task Force to reconcile contractors lletention l.'uncJs throLrgh whichdiscrepancies were noted. 'fhe report was f'orwardcd to Ethics and Anti-Corruption corirnission(EACC) vide leuer RE: MoR/A.96.0r/70 dated 19.02.20r3. 'r-he EACC acknorvredged thercccipt ol'the report Most of thc documcnr.ation in suppod of rctention lirnds wcrc released forinvestigation purposes.

Conr mittcc Obscrvations and Findings

Thc Accounting officcr for thc state Dcpartmcnt mad€ paymcnts of Kshs. 292,060,779.51and Kshs. 100'372,34r.6s for Fy2'r,/r4 ana Fy20l4/15 respectivery totaring Ksh.392,433,121'16 wcrc paitr with.ut originar receipts whirc refuntrs totaring Kshs.55,450'449.02 in Fy 2014/15 were paid without proof of completion of works con"trary tothc larv;

Conr mittcc Ilecommendations

l' llng. .rohn K Mosonik, thc crstwhirc accounting officer of the entity shourd be herdliable for making paymenrs of Ksh. 2g2,060,77g.s1 antl Kshs. loo,:zz,llt.os rorFY20l3/14 and Fy20l4115 rcspectivcry totaring Ksh. 392,433,121.16 without originalrcccipts' He should furthcr be hcrd riabrc for making refuntrs totaring Kshs.
55,450'449'02 in Fy 20r4lr5 to contractors without proo"f of comprction n? *o.t.
contrary to the PFM Act 2012;

2. 'the EACC shourd expedite the compretion of thc investigation of irrcguraritics intorctention Funds for Fy20r3/r4 'and Fy20r4/20r 5 with a view to pr,sccute those
involvetl in thc misusc of public funds if any.

375.2 Unresolved Issues for Deposits Account for 20l2l13 and Barlier ycars

n s rcported in the previous year. thc staterlent of'assets and liabilities for dcposits fbr the lorrner
Ministry ol lloads rcflected the following debit and credit balances relating to 201212013 and
earlicr years rvhich besides being un-crcarcd lbr a rong time remaincd un,naryzcd and
unsupportcd as at lCt June 20 I 5.

T
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Account Debits Amount (Kshs.)

Recurrcnt AIA (184,700.00)

Generaf Suspens e 255,702,281 .45

District Deposit Bank 251,227 .00

Provincial Suspense Account 22,250,045.7 5

R/D Cheques 38,487.75

Fuel Levy 30,004,897.50

Credits Stale Cheques 719,064.00

Revenue Deposit 52,409,214.20

Mechanical Branch Suspense 687 ,268,445.25

Submission by Accounting Officer

The Accounting officer stated it was true as reported in the previous year, the statement of

Assets and Liabilities under Deposits for the former Ministry of Roads reflected the Debit and

credit Balances relating to 2012/2013 and earlier years which besides being un-cleared for a

long time had remained unanalyzed and unsupported as at 30rh June, 20 l6'

The Kenya Ethics and Anti- corruption Commission (EACC) is investigating irregularities in

respect of Retention Funds for Financial Years 2006/2007, 200712008, 2008/2009 and

2O0gl2OlO. Accounting documents in support of Retention Funds in respect of the above

financial years were released to EACC that are inhibiting reconciliation ofthe outstanding debits

and credits.

Committee Observations and Findings

The Accounting officer for the state Department sutrmitted statcment of Assets and

Liabilities under Deposits for the former Ministry of Roads that still reflected the Debit

and Credit Balances relating to FY 201212013 and earlicr years which besides being un-

cleared for a long time had rcmained unanalyzed and unsupported as at 30th June,2016.

Committec Recommendations

l. Eng. John K Mosonik, the thcn accounting officer of the cntity should be held liable for

submitting to thc Aurlitor Gcneral Statement of Assets and Liabilitics under Deposits

for the former Ministry of Roacls that were still reflecting the Debit and Credit

Balances relating to FY 201212013 and earlier years which bcsides bcing un-cleared for

a long timc had remainecl unanalyzetl and unsupported as at 30rh June,2016; and

2. The EACC should expedite the completion of the investigation of irregularities into

retention Funds for Years 2006/2007, 200112008, 2008/2009 and 2009/2010 with a view

to prosecute those involved in the misuse of public funds if any'

a"t";*n t,*--rrr.r,* aepun,,lin e,,,nu*r.;"rcntt nn tht t.i"ltnat sta,u?nts tbr tha Nrn,uwl L;nvcnn,ent Ior th? rdl
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375'3 Thc statenrent as ar 30 June 20r3 reflected a barance ofKshs. 1,192,gg6,5 I4.g5 on r0%
retention rnoney co'rposed .f a baia^cc of Kshs. r,43g,g23,266.35, rerating to 20rr20rz an<j
earlier years and rnovemcnt during trre year ofnegative Kshs. 245,936,75r.50. Howevcr out o|
the Kshs. I ,438,823,266.35 rcported in 20lll2ol2 an amounr of Kshs. 1,43 1,064,1g5.67 relating
to 2009/2010 could not bc verified frorn the rctcntion money register since serial numbers of.the
receipts accounting for the retcntion nroneys were not indicated. Further as reported in 20lli l2
an anrount of Kshs. ||,822,090.r5 rereased to a contractor was supported by receipts not issued
ior usc in the Ministry's cash documents. The position renrains unresclrved to date.
Submission by Accounting Officer

Thc Accounting offrcer stated it was true an anrount of Kshs. r,43 I,064,rg6 rerating to
200912010 could not bc vcrified front thc Rctention Moncy l{egister since serial numbcrs of thc
receipts accounting for the retcntion Inoncys rverc not indicated. Furlher as reported in 20lll12,
an amount of Kshs. I r,822.0g0 rereascd to a contractor was supported by receipts not issued rorusc in thc Minisrry's cash docLrments.As cxprainccr in nry responsc o' paragraph 277.r,
accottnting documcnts in sLrpport of Retention lrunds in respect ol'the above ,lriancill years werc
released to IIACC lbr investigations as shown in Anncx VIII.
Committcc Observations antl Findings

The Accounting officcr prepared and submittctr to the Auditor Gcnerar unverificd arnountof Kshs' l'431,064,186 rerating to rhe Fy 2009/2010 that courd not be traccd in rhc
Retention Moncy Ilegistcr since serial numbers of the receipts accounting for the retention
moneys \yerc n.t indicatcd; Further as reported in 20rr/12, an amount of K.hr. 11,g22,0g0
relcased to a contractor was supJrortcd by receipts not issued for use in the Ministry,s cash
documents.

Conrmittec Rcconr mcn tlations

l' The EACC shourd expctlite the comprction of thc invcstigation of irreguraritics into
retcntion Funds for yrars 2006/200 7, 2007 /2008, 200g/2009 and 2009/20r0 n,ith a viery
to prosccutc those involvcd in thc misusc of public funtls if any; antl

2. The Auditor Gencrar shourd within three (3) months after adoption of this reporl
undcrtakc a spcciar audit on retcntion funds maintaincd at thc statc Dcpartmcnt and
rcport lrack to the National Assembly within thrcc months.

375'4 The schcdule supporting the rctcntion nr.ney had a crosing balance of Kshs.
I'192,886.5 1485 which inclLrde debit balanccs under various accounts arnoLrnting r.. Kshs.
233,311.537.07 implying irrcgurar over-rerunding orrctcntion rnoney. one contractor was paicr
Kshs. f7.213'703 00 whcn rrre accounr arready had a dcbit barance of Kshs. sg,940,0r6.67
rcsulting in an overpayment ol Kshs. 77,153,71g.67. payment voucher no. 00g6ig for the
amount of Kshs. 17,213,703.00 paid was still not availed lor aLrclit rcview.
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Submission by Accounting Officer

The Accounting Officer in stated it is true that the schedule supporting the Retention Money

closing balance of Kshs. 1,192,886,5 l5 reflected debit balances under various accounts

amounting to Kshs. 233,311,537 implying irregular over-retunding of retention money. As

explained in my response of paragraph 277.1, accounting documents in support of retention

funds in respect olthe above financial years were released to EACC for investigations.

Committee Observation and Finding

The Accounting Oflicer prepared and submitted to the Auditor General a schedule
supporting the Retention Money closing balance of Kshs. I,192,886,515 that reflected debit
balances under various accounts amounting to Kshs. 233,311,537 implying irregular over-
refunding of retention money.

Committee Recommendations

1. The EACC should expedite the completion of the investigation of irregularities into
retention Funds for Years 2006/2007, 2007 /2008, 2008/2009 and 2009/2010 with a view

to prosecute those involved in the misuse of public funds ifany; and

2. The Auditor General should within threc (3) months of tabling of this report undertake
a special audit on retention funds maintained at the State Dcpartment and report back

to the National Assembly.

375.5 Debit balances reflected in the 201l/2012 statement of Kshs. 2,18 I,697,190.45 differed
with balance of Kshs. I 0,28 8,638,370.05 shown in the M inistry's trial balance as at 30 June 20 I 2

by Kshs. 8,106,941,179.60. Sirrilarly, the credit balances totaling Kshs. 2,181,697,190.45

differed with the trial balance totals of Kshs. 3,335,760,495.65 by Kshs. I,I 54,063,305.20.

Additionally, several accounts totaling Kshs. 72,528,192.2 and credit balances of Kshs.

16,549, 108,680.20 shown in the trial balance were excluded lrom the statement of assets and

liabilities as at 30 June 2012. All the above issues were unresolved as at 30 June 2013 and

remained so in 2013/2014 and2014/2015.

Submission by Accounting Officer

The Accounting Officer in stated it was true that Debit Balances reflected in the 20ll/2012
Statement of Kshs. 2,181,697 ,190 differed with the balance of Kshs. 10,288,638,370 shown in

the Ministry's Trial Balance as at 30th June,2012 by Kshs. 8, I 06,94 l, I 80. Similarly, the Credit
Balances totaling Kshs. 2,181,691,190 differed with the 'lrial Balance totals of Kshs.

3,335,760,496 by Kshs. 1,154,063,305. Additionally several accounts totaling Kshs.72,528,192

and Credit Balances of Kshs. 16,549,108,680 shown in the Trial Balance were excluded from the

Statement of Assets and Liabilities as at 30th June, 2015.
As explained in my response of paragraph 277 .1, accounting documents in support of retention

funds in respect ofthe above financial years were released to EACC for investigations.

I?c|)ol,lofiltl|'li\11lllnlio,'oJlhcll.?orlal'lh!Anlttor.(itntlrolontttt'Ii,uu,,,ts,,",u,,@
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Committee Observation and Finding

The Accounting officer prepared and submittcd to thc Auditor General financial
statcments with unresolvcd balances in the retention funds rlating back to the Fy
20tt/2012.

Committce Rccommendations

l. The EACC should expcdite the completion of thc invcstigation of irregularities into
retention Funds for Years 2006/2007, 200712008,2008/2009 and 2009/2010 with a view
to prosecute those involved in the misuse of public funds if any; and

2. The Auditor Gcneral should within three (3) months of tabling of this report undertake
a special audit on retention funds maintained at the state Department and report back
to the National Asscmbly.

0ther Matters

376. Consultancy Services for Prospecting and Mapping of Road construction Materials
Sources

The Department entered into two consultancy contracrs on 9 May 20 l4 of Kshs. 7g,340,020 and
Kshs. 5 1,500,125.60 for Hardsrone materials and Natural materials respectively as follows:

376.1 corrtract No. cME/002/R d/2013-zol4 for consulrancy Services lor prospecting and
Mapping Sources of Hardstone Malerials for Road Construction in Embu, Meru, Kitui,
Machakos, Makueni and rharaka Nithi counties was awarded to c. M. Kamau and Associares
on 9tr' May 2014 for a contract sum of Kshs. 78,340,020. The contract was to commence on 26
May 2014 for fifteen months.

376.2 contract No. cMEi00l/Rdl20l3-2014 for consultancy Services lor prospecting and
Mapping Sources olNatural Materials/Gravel for Road Construction in Machakos, Makucni and
'lharaka Nithi counties was awarded to Norken (l) Ltd on 9 May 2014 for a contract sum of
Kshs. 51,500,125.60. l-hc contract was also to conlmence on 26'r' May 2014 for fifteen months.

The following was noted:

J76.2.1 Budgetary Allocation

Examination of Devclopment Vote Estimates indicates that thc two projects were not allocated
any funds in the {inancial year 20 l4-20 I 5.

376.2.2 Duplication of Scope

The two consultancies covered the samc geographical area. It lvas not explaincd why the scopc
tunder the consultancy was not packaged as one consultancy.

llepofl on the E\o indtion ofhe Repo ofhe Audito,-Ge,pral o the Financial Statehentslot the Nationat Aofinnantlor lhe
Yeat ended 30'' June 2015
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376.2.3 Value for Money

There was no evidence on how the results of prospecting and mapping under the two

consultancies were applied and the public did not obtain value for money.

377. Contract No.490/04 (Road 2000) Improvement and Gravelling of Athi Market -
Kigucha Market Road D482

On 30 September 2002, the Ministry entered into a contract with Transnational Construction &
Materials at a contract sum of Kshs. 20,940,180 for improvement and gravelling of Road D482.

The Contract commenced on 25 October 2002 with conrpletion date of 24 April 2003 (6

months).

The following was noted:

a. The contract was terminated on 22 February 2005 more than two years after the deadline

of contract period of24 April 2003.

b. No extension of time had been granted to the contractor despite several requests and no

liquidated damages were demanded from the contractor.

c. Initial contract sum was Kshs. 20,940, I 80 but the contractor will be paid a total of Kshs.

63,655,268.97 made up of an arbitration award of Kshs. 55,235,909.97 and amount paid

before contract termination of Kshs. 8,4 I 9,359.

d. The contractor did not complete the road works as the contract was terminated. The

arbitrator in awarding the damages noted that the termination ofthe project did not follow

the procedures laid out in the signed contract.

e. As at 30 June 2015, the Ministry had already paid a total of Kshs.21,500,000 vide

payment voucher No.240 dated 8 September 2014 for Kshs. 11,000,000 and payment

voucher No.2l24 dated l0 February 2015 for Kshs. 10,500,000 leaving unsettled balance

of Kshs. 42,1 55,268.90 which continues to attract interest until settled in full.

f. In addition, as the initial contract sum was Kshs. 20,940, 180, the extra expenditure of
Kshs. 42,715,088.97 is a nugatory expenditure and should not have been a charge to

public funds.

Submission by Accounting Officer

The Accounting Officer stated it was true the Department entered into two (2) Consultancy

Contracts of Kshs. 78,340,020 and Kshs. 51,500,126 on 9'h May 2014 for Prospecting and

Mapping Sources of hard stone materials for road construction in Embu, Meru, Kitui, Machakos,

Makueni and Tharaka Nithi Counties for hard stone materials and natural materials as

summarized below:

aR.po on the E onnation ofthe Report oI the Arditor-General on the Finonciol Statenrcntslor the National Aovemmentlot lh.
Ycar ended l|'h June 2015



No Counties Covcrcd Consultant

Embu, Meru, Kitui, Machakos, C. M. Kamau & Associates
Makueni and Tharaka,t,lithi
Counties

78,340,020.00

Machakos, Makueni
'fharaka,/Nithi Counties

and Norken lnternational Limited 5 I ,500, 125.60

'r-o'l'At, 129,840,115.6

The Contracts were procured through Open Tender.

The Accounting officer responded to the specific issues raised by the Auditor as follows:

i. Budgetary Allocation;

The Contracts were to be implemented in three (3) financial years in accordance with Materials
1'esting & Research Division (MTRD) strategic plan 2013-2017, procurement plans and
Budgetary Allocations under vote D I091, Head 1091000500 (Materials Department) and the
itern on Research, Feasibility studies, Projecr Preparation and Design as indicated below.

liina ncial Ycar I tcnr I)cscription Approved
Estimatcs (Kshs,)

20t3t2ot4 Research, Feasibility
Stud ies, Project Preparation

and Design, Project

7 t,668,800

2014120 t 5 3 il 1400 Research, Feasibility
Studies, Project Preparation

and Design, Project

78,464,400

2015/2016 1 il t400 Research, Feasibility

Studies, Project Preparation
and Design, Project

93, t50,000

2
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Copies of Budget Provisions extracted from the approved budget are annexed to this report

(Annex IX)

ii. Duplication of ScoPe:

The two Contracts overlapped in three Counties but the Scope of Services was different as

explained below.

a. contract No. CN{/001 for Mapping of gravel sources covered 3 counties namely:

Machakos, Makueni and Tharaka-Nithi while.

b. contract No. CN{/002 for mapping of hard stone sources covered 6 counties namely

Embu, Meru, Kitui, Machakos, Makueni and Tharaka-Nithi'

The Scopes of Services to be provided under the two Contracts were different. The Scope under

the contract for Mapping of Gravel Sources involved prospecting and sampling of soils using

hand tools for gravel/murram road pavement layers while the Contract for Mapping of Hardstone

Sources was Equipment intensive and involved prospecting and sampling of rock using drilling

rigs to depths exceeding l0m for aggregates for road surfacing and concrete structures. The two

Scopes therefore required different conhactor capacities including the specialized equipment for

efliciency and cost effectiveness for the two projects. (Annex X)

iii. Value for Money:

The Prospecting and Mapping of Sources of natural road construction materials is one of the

strategies being undertaken by the Ministry to support the expansion of the Public Paved Road

Network from 12,000Km (7 .5%) to 24,000Km (15%) and to facilitate reduction of the overall

infrastructure development and maintenance costs in accordance with Ministry's Strategic

Objectives under the Second Vision 2030 Medium Term Plan (2013-2017).The programme is

part of Research Programmes being undertaken by the Ministry through Materials Testing &

Research Division (MTRD).

Committee Observations and Findings

1 The Accounting officer failed to provide satisfactory response to the committee on

audit query raised on the Contract No.490/0;

2. Road 2000) Improvement and Gravelling of Athi Market - Kigucha Market Road

D482. The erstwhile Accounting officer of the state Department in the FY 200312004

mismanaged the contract as shown below:

(i) The contract was terminated on 22 February 2005 more than two years after the

deadline of contract period of 24 April 2003. No extension of time had been

grsnted to the contractor despite severat requests and no liquidated damages

were demanded from the contractor;

t'ear ended ld'J@e )015
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(ii) The initial contract sum was Kshs.20,940,rg0 but the contractor was to be paid atotal of Kshs. 63,655,26g.97 made up of an arbitration award of Kshs.55r35,909.97 and amount paitl before contract termination ofKshs. g,419,359;

(iii) The contractor trid not comprete the road works as the contract was terminated.
The arbitrator in awarding the damages noted that the termination ofthe project
did not follow the procedures laid out in the signed contract;

(iv) As at 30 June 2015, the Ministry had arready paid a totar of Kshs.21,500,000 videpayment voucher No.240 dated g September 2014 for Kshs. 11,000,000 andpayment voucher No.2124 dated l0 February 2015 for Kshs. 10,500,000 reavingunsettled balance of Kshs. 42,155,26g.90 which continues to attract interest untilsettled in full; and

(v) In addition, as the initial contract sum was Kshs. 20,940,1g0, the extraexpenditure of Kshs. 42,i l1,0gg.g7 is a nugatory expenditure and should not havebeen a charge to public funds.

Committee Recommendation

The Accounting officer shourd within three (3) months of tabring this report engage theAttorney Generar with a view to negotiating for settrement of the outstanding barance ofKshs. 42,155,268.90 which continues to attract interest;

Report on the E odinatbn
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25.2. STATE DEPARTMENT OF TRANSPORT

FINAI\CIAL STATEMENTS FOR VOTE 144

Prof. Paul M. Maringa, the Accounting OIIicer for Vote 144' State Department of

Transport; accompanied by Mr. Johnson Wambugu; Chief Finance' Officer' Mr' George

Wanjau, Chief Engineer; Ms. Priscilla Karanja, Ag' Chief Accountant; Mr' Kennedy

Sakwa,DD-HRMD;Mr'MichaelOuta,TechnicalAssistanttoPrincipalSecretary;and
Mr. Paul Mbiti, SSCMA appeared before the Committee on 29th January 2018' 18th

f.iru",, 201g, i4,h June 20lg, greh June 2018, and 2od August 2018, to adduce evidence on

the audited Financial Statements for Vote 144 State Department of Transport for the

FinancialYear(FY)20l4l2ols.MinutesoftheCommittee'ssittingsandthesubmissions
tabled by the Accounting Officer are annexed to this report'

Basis for Adverse OPinion

378. Inaccuracies in the Financial Statements

378.1 Statement of Receipts and Payments'

378.1.1 The statement ofreceipts and payments reflects total payments amounting to Kshs'l6l'

2O4,33T,Og4.OOoutofwhichanamountofKshs'5,911'485'177'00relatestotransferstoother
governmententities.However,theanalysisprovidedreflectstotaltransfersamountingtoKshs.5,
914,7 53,648.7 5 resulting in a variance of ftnt l, 628'472'75' Fu(her' included in the amount of

Kshs.5,9l4,753,648.75isexpendituretotalingKshs3'652'627'848'00thatdoesnotrelateto
transfers to other govemment entities'

Submission bY Accounting Officer

TheAccountingofficerstatedthatitwastruethatbythetimeoftheAuditthestatementof
receipts and payments reflected total payments amounting to Kshs l6l ' 204'337'094'00 out of

whichanamountofKshs.5,gll,485,lTT.00relatedtotransferstoothergovemmententities.
However,theanalysisprovidedthenreflectedtotalKshs'5'914'753'648'T5resultingina
variance of Kshs .3,628,472.7 5 and further, included in the amount of Kshs.5,914,753,648.75 was

an expenditure totaling Kshs 3,652,627,845'OO that did not relate to transfers to other

go,"rn."nt"ntities.ThisistostatethatatthetimeofsubmittingtheFinancialStatementstothe
Auditor General for review, there were a number of reconciliations in the IFMIS for the period

underreviewthathadnotbeenconcludedandthiscontributedtotheinaccuraciesinthe
Financial Statements.

Thefinancialstatementshavebeenrevisedandthestatementofreceiptsandpaymentshence
reflects total receipts of Kshs. 160,509,793,354.00 and total payment of Kshs'

160,505,527,356.00 with a surplus ofKshs' 4,265,998 00'

Outofthetotalpa)mentsofKshs'160,505,527,356'00theamountthatrelatestothetransferto
other Govemment entities is Kshs' 5,984,951,766'00 which is analyzed as per appendix I

-R"*r, 
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attached (Nore r0' 2or4/2015 Revised Financiar Statements) As reflected in appendix I (b) thedisbursement to government entities is rshs. :,oos,iis ,375.75 the barance of Kshs.2'919 
'812,390 '25 relates to payments to projects which had been budgeted under the same item.

Committee Observations and Findings

The Accounting officer faired to ensure that the entity keeps comprete financial andaccounting records that are reconcired and devoid of anomaries in compriance with theprovisions of Section 6g(2) of the pFM Act 2072 and that the correct financial andaccounting records are presented within three (3) after the crose of tne nnanciar yea.pursuant to the provisions of Articre 22g of the Constitution of Kenya 2010 and Section68(2k) of the pFM Act 2012.

Committee Recom mendation

Mr' Nduva Muri, the erstwhire accounting officer of the entity shourd be herd responsibrefor fairure to ensure that the entity kept comprete financiar and accounting records that arereconciled and devoid of anomaries in compriince with the prorisions or sict* uiirj'"r,n"PFM Act 2012 and that the correct financiar and accounting records are presented withinthree (3) after the crose of the financiar y"u, pr..rrnt to the p.ovisions of Articre 22g oftheConstitution ofKenya 2010 and Section 6E(2k) ofthe pFM Act 2012.
378.1.2 The statement of receipls and payments reflects a deficit of Kshs.7 , 677,1g5,613for the year ended 30 June 20 r 5. Irowever, u. tt 

" 
fin'on"iut ,tatements are prepared undercash basis, it has not been possibre to estabrish the source of funds amounting to Kshs.7,677 ,185,613 utilized to meet rhe deficir.

Submission by the Accounting Officer
The Accounting stated that it was arso true that at the time of this audit the shtemenl ofreceiptsand paymenb reflected a deficit of Kshs .7, 677,rg5,613.00 for the year ended 30 June 20r5 andthat the financiar statement is prepared under cash basis and thus it had not been possibre toestablish the source offunds amounting to Ksh. 7,647,1g5,613.00 utilized to meet the deficit.
The financiar statements have been revised and the statement of receipts and payments nowreflects a surprus of Kshs. 4,255,g9g.00as opposed to u aencit of Kshs. 7,677,rg5,613.00.However, there are a number of unreconcired items in the triar barance such as cash-in-handwhich reads Kshs' ?,412,42r,g65.g0 among others. we are in consurtation with the NationarTreasury on how these items will be fully addressed.

Committee Observation and Finding

The Accounting officer faired to ensure that the entity keeps comprete financiar andaccounting records that are reconcired and devoid of anomaries in compriance with theprovisions of section 6g(2) of the pFM Act 2012 and that the correct financiar andaccounting records are presented within three (3) after the crose of the financiar year

ReFaa on 6c Eraniaation ohhz
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audit.

balance.

Committee Observations and Findings

that the entity keeps complete financial and
l. The Accounting Officer failed to ensure

accounting records that are reconciled an

rovisions of Section 68(2) of the PFM A
d

ct 2012 and that the correct financial and
devoid of anomalies in compliance with the

p
in three (3) after the close of the financial year

ccounting records are presented with

ursuant to the provisions of Article 229 of the Constitution of Kenya 2010 and Section

pursuant to the provisions of Article 22g of lhe Constitution of Kenya 2010 and Section

68(2k) of the PFM Act 2012'

Committee Recommendation

Mr. Nduva Muli, the erstwhile accounting officer of the entity should be held responsible

for failure to ensure th"t th";;;;;;ft tornpttt" nllnclar and accounting records that are

reconciled and devoid of 
"norn"iio 

in compliance with the provisions of Section 68(2) ofthe

PFMAct2012andthatthecorrectfinancialandaccountingrecordsarepresentedwithin
three (3) after the 

"lo'" 
or tnt"nn";;;i""t pursuant to the provisions of Article 229 ol the

ConstitutionofKenya2010andSection68(2Xk)ofthePFMAcl20l2.

378.2 Statement of Financial Assets and Liabilities

378.2.1 The Statement of Assets And Liabilities As 30 June 201 5 Reflects A Suspense Of

Kshs.7,593,331,321 Which has been explained under note l8 as payments funded other

than through exchequer o"tttipt' b't *ho'" details or specifics has not been provided'

Fu(her, the statement of cash flows indicates the same suspense balance of Kshs T'

5g3,331,321the source of which is not known'

Submission bY Accounting Officer

TheAccountingofficerstatedthatitwastruethatthestatementofassetsandliabititiesasat30
June 2015 presented for auaii t"n"t"O suspense balance of Kshs'7 ' 593'331'321'00 which was

explained under note l8 
^' 

p;;;;;;;nded orherthan through exchequer or receipts but whose

detailsorspecificswerenotprovidedandfurtherthestatementofcashflowsindicatedthesame
suspense balance Kshs'7, ssi';iJ'zr^00 the source of which was not known by the time of the

The figure of Kshs.?, 593,33 I '321 '00 under suspense account was as a result of the inaccuractes

of the trial balance. The Department has attemPted to reconcile the figures in the IFMIS'

However, there are a number of unreconciled items such as cash-in-hand of Kshs'

7 ,412,421,965.g0 urnong o,r,"r'rl'*ii"t ur" yo to be.fully reconciled. The Depa(ment have

engaged the National rttu'uf 
''" 'n"f 

p address this issue of unreconciled items in the trial

it

P

68(2k) of the PFM Act 2012; and

t. The Integrated Financial Management Information SYstems IFMIS) which was

ce Management (PFM) reform initiative aimed at
introduced as Part of the Public Finan

;ion ofthe RcP ofrt' ''

,I

ended 3dr June 2015
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automating and streamlining, Governmentrs financial management processes andprocedures has not met its key objective. rr," prnl'nr"nciar statements and recordkeeping is still riddled with basic anom"fi". .r.f, u. ...on.ifiutions.
Committee Recommendation

' H"Itl,'"Y},j|;rjli 
erstwhile accounting orficer or the enritv shourd be herd

records rhat,"" .""on",i."o'l;TiH,:rr::,y,fi:: ;:i:fi:,il:JwlL;*"xof Section 6g(2) of the pFM Act 2012 
"r; ;;;"records are presented wirhin rhree (r) art". ;;;::;Tr.,*:H[:J,rr1....",::il:

the provisions of Article 229 of the Constitut,;;;il:;
PFM Act 20I2; and 

--'---- vr r,t \-u,stllurron ol Kenya 20I0 and section 68(2k) ofthe

2' The Integrated Financiar Management Information systems (IFMIS) has persistentrybeen bedevired by various cha,enges thrt i-p.d";;".tive pubric finance management.The Cabinet Secretary for the National r"";.;; sioura wi*rin three months (3) afteradoption of this report submit to th. N"tirr; ;;:;;;that support timery ruaget execution 
""d 

.",r r";;;;ijilirffjil;Hil:H:H. ,",
379. Unsupported payments

Examination ofthe department.s cash book revealed that a tolrrom deveropmenr '*J;;;;;, berow but no supportins parlLll.[i,1r;i;,',1,i,.i'"1:lJ1'*'o

The expenditure ofKshs.4, 2g4,4OO.Ilcould not be confirmed.

PV No Payee
Amount

72u Starlet quick supplies 1,488.200.00

223 Bel-Air Services
10,000.00

668 Rifesho Africa
435,000.00

Lyahi Services
2,100,000.00

1605 Easy Tours and Travel 251,200.00

Total
4,284,400.00

Year end.d 3d Jun. 20 t S
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Submission by Accounting Officer

The Accounting Officer stated that it was true that on examination ofthe department cash book it

revealed that a total of Kshs. 4,284,400.00 was paid from development vote as shown below but

no supporting payment vouchers were availed at the time of audit.However, these documents

have now been made available to the auditor for verification.

Committee Observation and Finding

The Accounting Officer failed to ensure that the entity keeps complete financial and

accounting records supported by the necessary documents including payment vouchers in

compliance with the provisions of Section 68(2) of the PFM Act 2012 and that the correct

financial and accounting records are presented within three (3) after the close of the

financial year pursuant to the provisions of Article 229 of the constitution of Kenya 2010

and Section 68(2k) of the PFM Act 2012;

Com mittee Recommendations

l. Mr. Nduva Muli, the erstwhile accounting officer of the entity should be held

responsible for failure to ensure that the entity kept complete financial and accounting

records that are supported by necessary documents including payment vouchers

compliance with the provisions of section 68(2) of the PFM Act 2012 and that the

correct financial and accounting records are presented within three (3) after the close of

the financial year pursuant to the provisions of Article 229 of the Constitution of Kenya

2010 and Section 68(2) ofthe PFM Act 2012; and

2. Mr. Nduva Muli has consistently demonstrated his inability to manage public finances

in line with the provisions of Article 201 of the constitution of Kenya, 2010 and section

68(2) of the PFM Act 2012. The Cabinet Secretary National Treasury should never at

any time designate Mr. Nduva Muli as an Accounting offiicer for any State

DepartmenuGovernment Agency. If Mr. Nduva Muli is presently an accounting officer,

his appointment should be revoked within three months ofadoption ofthis report.

380. Budgetary Control

Examination of the combined recurrent and development appropriation accounts for

2}l4l2}l5 revealed an expenditure of Kshs. 161,204,337,095 against a budget of Kshs. 
.

187,742,634,777 representing an under-expenditure of Kshs. 26,538,297,682 i'e' l4
percent under-utilization. In addition, note l9.l reflect pending bills of Kshs'2'

408,879,264.85. Had the pending bills been paid the under-utilization would have reduced

by the same amount (Kshs.2, 408,879,264.85). Further, no analysis had been provided to

give the details of the pending bills as required by Kenya Public Sector Accounting

Standards Board

! i ii ! i7 !:7:::!:
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Submission by Accounting Officer

The Accounting officer in stated that it was true that at the time of the audit an Examination of
the combined Recurent and Development appropriation accounts for 201412015 revealed an
expenditure of Kshs. 161,204,337,095.00 against a budget of Kshs.l g7, 742,634,777.00
representing an under-expenditure ofKshs.26, 53g,zg7,6g2.oo i.e. l4 percent underutilization.
The revised 20r4r2or5 financiar statements now reveal an expenditure of Kshs.
160'505 

'527,356.00 against budger of Kshs. r87,742,634,777.00 .epiesenting an under-
expenditure of l4.Spercent.The bulk of funding is given from donor which comes with stringent
conditions' Implementations ofprojects under KAA were affected by operational challenges that
included fire outbreak at JKIA that derayed the process of implementation of the irojectsresulting to low absorption. Also affecting the under-utilization was projects under KpA- the
process of recognition ofcost in KpA books ofaccounts. The procedure is, work done has to be
certified by the project office in Japan for authentication and retumed back for recognition in
KPA books ofaccounts before it is captured as expenditure in ministry,s financial statements.
Further it is true that Note r9.l reflected pending bills of Kshs. 2,40g,g7g,246.g5 and had rhe
pending bills been paid the under-utirization would have reduced by the same amount (Kshs.
2,408,879,264.85). These pending bilrs arose because some invoices remain unpaid due to lack
of exchequer during the month of June 2015. Additionafly, some invoices were presented after
the invoicing module in the IFMIS was crosed and hence could not be proc"ssed fulry in the
IFMIS. However, these form the first charge in the subsequent financiar year. Furthei it was
observed that no analysis had been provided to give the detairs ofthe pending bi s as required by
Kenya Public sector Accounting Standards board. Upon the revision of the financial statemenr
the pending bills have been restated to of Ksh.420, 2s4,4gg.g5 these being what was paid as a
first charge in the financial year 2015/2016, the list of which has been provided to the auditor for
verification.

Committee Observations and Findings

l. The State Department's financial statements recurrent and deveropment appropriation
accounts for 20l4l20rs reveared an expenditure of Kshs. 161,204J37,095.0-o 

"gairst "budget of Kshs.l87, 742,634,777.00 representing an under-expenditure of Kshs.26,
538197,682.00; and

2. The State Department had pending bifls ofKshs. 2,4og,g|,g,246.gs and had the pending
bills been paid the under-utilization wourd have reduced by the same 

".ouri 1K"h..
2'408,879,264.85). These pending bills arose because some invoices remain unpaid due
to lack of exchequer during the month ofJune 2015.
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Committee Recommendation

l. The Accounting officers should at all cost avoid incurring pending bills in any

financial year since any pending bill forms a first charge in the subsequent financial

year's budget thereby impeding smooth implementation of the subsequent budget; and

2. The Cabinet secretary for the National Treasury should put in place robust cash flow

management systems in government that ensures there is adequate and timely

financing of government programmes and projects to avoid incurring costly pending

bills attributed to delaysiinadequate exchequer releases.

381, Government Clearing AgencY

The State Department of Transport reflects expenditure by Government Clearing Agency

totaling Kshs.8! , 725,454 for the year ended 30 June 2015. However, the financial

statements of the Agency prepared by the National Treasury and submitted for audit

reflects receipts of Kshs.l, 747,692 while the State Department of Transport indicates

receipts ofKshs.l, 341,83 5.00 resulting in an unexplained variance of Kshs.405, 857'

Submission by Accounting Officer

The Accounting Officer in stated that it was true that the State Department of Transport reflects

expenditure by Government Clearing Agency totaling Ksh.8l, 725,454.00 for the year ended 30

June 2015. It is also true that the financial statements of the Agency prepared by the National

Treasury and submitted for audit reflects receipts of Kshs.l, 747,692.00 while the State

Department of Transport indicates receipts of Kshs. l, 34 1,835.00

Note l3 of the financial statement from the National Treasury shows a total receipt of Kshs.l,

747,692.00 made of transfers to other Government Agencies (Government Clearing Agency-

state department for transport) Kshs.l, 341,835.00 and a balance ofKshs. 384,857.00 refund to

deposit which did not relate to State Department for Transport.

Thus there was no variance between what was reported as having been paid by the National

Treasury and what was received by the State Department ofTransport as shown in appendix II of

the submission on Financial Statements of Government Clearing Agency from the National

Treasury.

Committee Observations and Findings

There was no variance between what was reported as having been paid by the National

Treasury and what was received by the State Department of Transport since the financial

statement from the National Treasury showed a total receipt of Kshs.l, 747,692.00 made of

transfers to other Government Agencies (Government clearing Agency-state Department

for transport) Kshs.1,341,835.00 and a balance of Kshs. 384,857.00 refund to deposit which

did not relate to State Department for Transport.
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382. Unaccounted for Deposits

As reported in the previous year, the financial statements of Ministry of rransport and
Infrastructure for the year ended 30 June 2014 omitted the statement of deposits and a
deposits bank balance of Kshs.55g, gg4,7g2.25 held in central Bank Account
No.1000182188.

A review ofthe deposits barance during the year reveared that, out of the bank bararce of
Kshs. 558,884,792.25 and as per reconciliation dated g September 2014, the State
Department of rransport received Kshs. 10r,772,643.55 and the state Department of
Infrastructure received the balance of Kshs. 457,rr2,r4g.70. However, and although the
state Departmenr of Transport received Kshs. r0r,772,643.s5, onry Kshs. 63,266,i17.05
was accounted for, Ieaving Kshs. 3g,506,326.50 unaccounted for.

Submission by Accounting Officer

The Accounting officer confirmed that it was arso true that as reported in the previous year, the
financial statements of Ministry Transport and Infrastructure for the ye* end"d 30s June 20r4
omitted the statement of deposits and a deposits bank balance of Kshs. 55g,gg4,792.25 herd in
Central Bank Account No. l000l82lgg.

The Auditors indicated that a review ofthe deposits barance during the year reveared that, out of
the bank balance ofKshs. 5sB,BB4,7g2.2s and as per reconciriation dated g seprember 20r4, the
slate Department of rransport received Kshs. 101,772,643.55 and the state department for
infrastructure received the barance ofKshs.457,l r2,r4g.ro. However, at the end ofthe financial
year the state Department for Transport was only abre to anaryze and support Kshs.63,
266,317 .05. It is noted that the state department for traasport received Kshs. 63,26;,3 r 7.05 in its
deposit bank account as opposed to Kshs. 10r,772,643.55 indicated herein. A copy ofthe deposit
bank Account No. 1000212551 statemenr showing the opening barance of Kshs.63,266,3i7.05
is lrerein attached also a letter from the National Treasury instructing the CBK to transfer the
balance of Ksh. 38,506,326.50 and close the ord account; a retter from cBK confirming transfer
of Ksh. 38,506,326.50 to the Exchequer and an Exchequer account bank statement extract
reflecting receipt ofKsh. 38,506,326.50 are attached.

Committee Obsen ations and Findings

The Accounting officer faired to ensure that the entity keeps complete financiar and
accounting records that are reconciled and supported by the necessary documents
including payment vouchers in compriance with the provisions of section 6g(2) of the pFM
Act 2012 and that the correct financial and accounting records are presented within three
(3) after the close of the financial year pursuant to the provisions of Article 229 of the
Constitution ofKenya 2010 and Section 6g(2k) ofthe pFM Act 2012.
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Committee Recommendation

Mr. Nduva Muti, the erstwhile accounting oflicer of the entity should be held responsible

for frirure to ensure that,n. 
"r,rry 

x"p, cJmptete financial and accounting records that are

supported by necessary dotum"ntt including payment vouchers compliance with the

provisions of Section 68(a ;;;t PFM Aci iotz ano that the correct Iinancial and

accounting records are pt"'*t"d within three (3) after the close of the financial year

pursuant to the provision, oi ir,i.r" 22g of the constitution of Kenya 2010 and Section

68(2) of the PFM Act 2012'

MECHANICAL AND TRANSPORT FUND

Basis for Qualified OPinion

383. Travel and Subsistence allowance

As reported in the previous year' reserves balance as at 30. June 2015 of Kshs'l' 822'476'555 '50

includes an amount of *'t't i' 
-iir'osr'003 

34 brought forward from the financial year

2[l3/2014'This amount i' ntt oi X'tt'':' 813'000'00 paid as Travel and Subsistence Allowance

for the period ending 30 rr"* zol+. it" expenditu.e was incurred to cater for a ministerial team

building retreat at the Great *ift Vutt"y lodge held from l7h through 20s July 2013 on the

premise that the same toufa U"' 
'"funa"O 'o 't't 

Fund by the Parent Ministry' However' as at 30

June 2015 there was no evidence that the same had been refunded by the parent ministry and

thereforethetotatexpenaitur"offshs'3'813'000shouldnotbeachargetotheFund'sreserves'

Submission by Accounting Officer by Accounting Oflicer

The Accounting officer confirmed that it was true that as reported in the previous year, reserves

balance as at 30 June 20i; ;i Kshsl' 822' 476' 5550 includes an amount of Kshs'l'

621,691,003.34 brought forwarJ from the financial yeel- 201312014' This amount was net of

Kshs. 3, 813,000,00 paid * *"'"' and Subsistence allowance for the period ending 30 June

2014. The expenditure *u. in*r*a to cater for a ministerial team building retreat at the Great

Rift Valley Lodge held t'"rn'';;;;; io io* r'rv 2013 on the premise that the same would be

refunded to the Fund by the Parent Ministry' However' as at 30 June 2015 there was no evidence

that the same had been ,"ruJ"J by the parent Ministry and therefore the total expenditure of

*rnr. ,,tr3,OOO.00 should not have been charged to the Fund's reserves

TheamountofKshs.3,8l3,000.00incurredtocaterforaministerialteambuildingretreatatthe
Great Rift valley Lodge ht;"f; i; th'ough to 20t July 2013 was refunded^bYrhe Parent

Minisuy on 29 June 2016 ;; "n*t"a 
in the aaached KCB Account No l102590339 Bank

statementon2ghJune20l6andMechanicalandTransportFundReceiptVoucher(F017)dated
30 June 2016.
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Committee Observations and Findings
1' The Fund incurred an expenditures amount of Kshs. 3,g13, 000.00 paid as Traver andsubsistence a'owance for the period .rai"g lo;;.1r" e 2074 tocater for a ministeriarteam buirding retreat at the Great Rift var| ioage hera from 17 through to 20rb Jury

#,'"1rr",l,,tliro*mise 
that the same ""'il ;;;;,"ded to the Fund by the parent

2' The amount was later refunded by the parent Ministry on 2g,h June 2016 as reflected inthe artached KCB Account No. 1l025g033g ea;k statement on 2g,h June 2016 andMechanical and Transport Fund Receipt V"*f,*'1fO I7) dated 30 June 2016.384. Supply of Computers and Retated Equipment
As previously reported' Kenya. Nationar Highways Authority paid Kshs. 25,564,350 videpayment voucher no' 176g0 dared 23 Jury 2014 torl" rnr".,nu* Technorogies (E.A) Limited fora pending bi, relating to 20,1:::14,^!nun.iul y"ar. in" lrp,,,* was competitively awarded rheconrract for the suppry of thrce (3) Rack-Mount ,yp"-iorprt", servers; Ninety-Four (g4)Standard Deskop Compurers; Twelve (l2) fou"t rrui n
.9"..1,-,.._,""0 r",,*iil rr-ir rntegratei s"*r." n",,.^ 

"',il:T:Too:t:l';",'.r[:?t#,:?Kshs'25' 564,350'00 which were purchased for uechanicar and rransport Fund under NorthemCorridor Transport Improvement project, IDA Cr"ai, *or.JrrO _ KE and 4571_ KE.
The supprier is said to have derivered the goods to Mechanicar and Transport Fund of theMinistry ofTransport and Infrastructure on l9 November 20r3 vide delivery note No. r063. TheInspection and Acceptance commil.tce inspected ura uaa*,and Ni neteen ( r e) i;s;;;;,"*,"; ;;;;ffi :.*:11,:lll rlrii, I:i ff:T ::T[":;
:Tn:d.,1" the rest of rhe goods though A"f ir...a *"." ,.inspected by the inspection lrd u"."p,un." *rri,,"",.il1:r[:T[1,f;,:"il"?lr,i:
goods received nores were not iy:lkenya N"ii""ri nrJ*"ys Authority paid for a, the goodsvide Paymenr Voucher Number I7690 dated Zl.Ol.ZOti tor rcshs. 22,589,200.00.

llj!;rt'tut"unces' 
value for money was not obrained from the expenditure of Kshs.22,

Submission by Accounting Officer
The Accounting Olficer in stated that
Authority paid Kshs. 25,564,350.00 vide

as previously reported, Kenya National Highways

Intermass Technologies (EA) Limited for
payment voucher no. 17690 dated 23 Jul
a pending bill re

y 2014 to M/s
lating to 2013/2014 financial year. Thesupplier was competitively awarded the contract for the supply of three (3) Rack-mount typecomputer servers; ninety-four (94) Standard Desktop Computers; Twelve (12) touchsmartDesktop Computer; etght (8) Laptop computers and forty-six (46) Integrated Service Routers onl3th June 20 I 3 at their tender sum of Kshs.25, 564 ,350.00 which were purchased for Mechanical

Year ended 3U^ Junc 20 t 5
of thc Repa olthe ) uditor-General on the Ft nanc i al S ta te nen ts lo r lhc Nalionat Govemmcnl

on the E\ahination



and Transport fund under No(hem Corridor Transport improvement project, IDA Credit Nos'

3930-KE and 4571-KE.

It was true the goods were delivered to Mechanical and Transport Fund of the Ministry of

TransportandlnfrastructureonlgNovember20l3videdeliverynoteNo.l063.Theinspection
and Acceptance committee inspected and accepted o"ly 

"]91t 
(8) laptop computers and Nineteen

(19) Integrated ,"rvi." rort"., ull valued at Kshs'2,975' 150'00' It is further reported that the rest

ofthegoodsthoughdeliveredweremisappropriatedbeforetheycouldbeinspectedbythe
inspection and acceptance committee'

This was to state that the goods were received in the moming of 196 November' 2013 in

Mechanical and Transport Fund warehouse stores vide the signed delivery note No'1063'

However, on the weekend of 24s November, 201 3 bewveen l0: 20a'm and I I :30a m there was a

break-ininthestoreswheretheComputersaccessoriesandotherstoreswerestolen'Thesame
wasreportedtothelndustrialAreaPoliceStation,bythesecurityofficeronthesameday.From
the CCTV footage it was apparent the guards from the contracted security firm (lWs Secure

Homes Ltd.) facilitated the whole theft by opening the gates for the criminals to enter with a

stationwagonvehicleandlateralorry.TheCriminallnvestigationDepartmentusedthis
information and managed to arest and charge one of the guards in Makadara Law Courts'

AccordingtotheClDtheyhavenotbeenabletoapprehendtheothers.Despitetheforgoingand
although Ih" good, received, Kenya National Highways Authority paid for all the goods vide

puy."ln, voucher Number 17690 dated 23 07 '2014 for Kshs'22' 589'200 00'

TheClDwerealsoabletotraceandimpoundthevehicleinvolvedinthetheftandsubsequently
chargedtheownerwiththeoffence.Thecaseisalsointhecourtaspertheattacheddocuments
TheAttomeyGeneralhasalsotakenupthematteronbehalfoftheMinistryasperletterNo.
MOTVI A.42.01 Vol. 6 dated 29s March, 2016'

Committee Observations and Findings

l. The Kenya National Highways Authority paid Kshs' 25'564J50'00 on 23'd July 2014 for

the supply of three (3) Rack-mount type computer servers; ninety-four (94) Standard

oesfctoi Computers; Twelve (12) touchsmart Desktop Computer; eight (8) Laptop

"o.put.r. 
and forty-six (46) Integrated Service Routers on l3th June 2013;

2. The inspection and Acceptance committee inspected and accepted only eight (8) laptop

computersandNineteen(19)IntegratedserviceroutersatlvaluedatKshs.2,9T5'150.00
sincetherestoftheitemswerestolenontheweekendof24ttNovember'2013before
they could be inspected by the inspection and acceptance committee; and

3. The matter was duly reported to the police and the CID is handling the case which is

now court. The Attorney General has also taken up the matter on behalf of the

Ministry as per letter No. MOTUIA'42'01 Vol' 6 dated 29th March' 2016'
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Committee Observations anct Findings

l' The Accounting officers shourd ensure that government properties incruding assets andbuirdings under their custody are properry o-""i., to avoid such cases of negrigenceand coilusions Ieading to toss ofpubticiunj.i 
"nj 

'

2' A', the Accounting officers shourd within three (3) of tabring and adoption of thisreport ensure that a, the contracted services incriding security services engaged bytheir entities provide indemnity cover fo, n"lig"n"" of their employees as aprerequisite condition before signing any service coirtract with the entity.
RAILWAY DEVELOPMENT LEVY FUND (OpERATroNs ACCOUNT)
Basis for eualified Opinion

385' Non-Discrosure of nroc.ells- from the Rairway Deveropment Lery in the FinanciarStatements for the year ended 30 June 2015.
Section 3(a) of the Legar Notice no. IIg states that the Fund shafl consist ofthe proceeds of theRailway Deveropment Levy charged under section t iza of the customs and Excise Act. Thestatement of Receipts and payments for the year ended 30 June 2015 excludes totar proceeds(receipts) of Rairway Deveropment Levy charged under Section l r7A ofthe customs and ExciseAct but has onry discrosed Exchequer ,"r"rsi by tr," Nuiionur rreasury amounting to Kshs.l9,252'240,84s. The Fund Administrator has therefore u."u"rr"a the raw and the total receipts figurefor the year ended 306 June 2015 is understated *il;;

Levy collected r".ti" y"*'r"a.r review. 
undisclosed Railway Development

Submission of the Accounting Officer
The Accounting officer stated that it is tru€ that section 3 (a) of the regar notice No.lg states thatthe fund shat consist of the proceeds of the Railway o.r"l'op-.nt Levy charged under sectionI I 7 A of the Customs and Excise Act.

The statement of Receipts and payments for the year ended 306 June,20r5 that was presentedfor audit review by the state Department for Transport is the Rairway Deveropment Levy Fund _operations Account which excrudes ,oot pro"."i, i."..,,o, Rairway Deveropment Levycharged under section I l7 A of the cusroms 
""d 

E*;;:; but has onry discrosed Exchequerrelease by the National Treasury amounring to Kshs.l9, 252,2iA0,g45.00.
The Railway Development Levy Fund Hol
and maintained by the National Treasury
transferred to the Railway Development
Principal Secretary responsible for Tran

ding Account is held at the Central Bank of Kenya
-who is the Fund Administrator. The funds are
Fund - Operations Account administered by the
sport and on recommendation of the eavisory
of the funds overseen by the Advisory Commine;

Commiftee of Treasury. The management

Rcpn on thc &anUat6
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establishedundertheCustomsandExciseActsectionl0andll(C).SectionSlofthePublic
FinancialManagementAcl2.ll,theNationalTreasuryisrequiredtonotlaterthanthreemonths
afterendofeachfinancialyear'prepareandsubmittotheAuditorGeneralfinancialstatements
for that year in respect ofthe Holding Account'

The Financial Report in accordance with section 3 (a) of the legal notice No 18 has been

oreoared and covers operations of the Railway Development Levy Fund Holding Account for

il-f,fi;, ,.* ""0"a 
30s June, 2015. The statement of Receipts and payment has given the full

disclosureshowingthetotalreceiptsaspersectionllTAoftheCustomsandExciseActofKshs
1g,740,340,6g3.3i *d trunrf"rrio state Departmenr for Transport of Ksh.19,252,240,843.45.

FroIIl th" forgoing, the Fund Administrator has disclosed total receipts as per Appendix vl

attached (Financial for Railway Development Levy from National Treasury'

Committee Observations and Findings

The statement of receipts and payment prepared by the Fund Administrator has given the

fulldisclosureshowingthetotalreceiptsaspersectionllTAoftheCustomsandExcise
ActofKshsl8,T40,340,6Es.35andtransferstoStateDepartmentforTransportofKsh'
19,,25224O,843.45.

NORTHERN CORRJDOR TRANSPORT IMPROVEMENT PROJECT (NCTIP)' IDA

CREDIT NO.3930 KE (MOT COMPONENT)

Basis for Qualified OPinion

386. Special Account Reconciliation

Note 6.2 to the financial statements reflects receipts from IDA amounting to Kshs' 1,883,707'20

while the Special Account Statement prepared by the Nationat Treasury reflects

Kshs.6,504,834.55. The variance of Kshs'4, 621,127 '35 has not been reconciled'

Submission bY Accounting Oflicer

The accounting officer submitted that it was true that Note 6.2 to the financial statements reflects

receiptsfromlDAamountingtoKshsl,ss3,'707'2}whiletheSpecialAccountStatement
prepared by the National Tr-"".,,y reflects Kshs 6, 504'834'55 resulting in a variance of

*ri.+,AZl,tZl .ls had not been reconciled by the time of the audit'

This variance of Ksh.4, 621,127.35 constituted exchequer omissions in the State Department for

Transport Financial Statements: -

i.AnExchequerofKshs:.,270,222.oodatedl0&March2015'ExchequernotificationRef.
No. DE: 1l5n4l15 which was omitted in the projects Financial Statements for the year

under review since it was transferred to the Project Account in the subsequent financial

ll

year.

An Exchequer of Kshs

Department of Infrastruct

3,350,905.35 that was erroneously directed to the State

ure instead of State Department for Transport as evidenced by
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the letter of co*espondents Ref EA,ERD /ADF/L/3.4 dared 20e January 2016) as perAppendix VII attached (Special account reconciliation).
These two exchequers have been accounted for in rhe subsequent financiar year 2015/2016
Committee Observation and Finding

The Accounting officer faired to reconcire in time the financiar statements which reflectedreceipts from IDA amounting to Kshs.I, sal,igz.z,;ji" the speciar Account statementprepared by the Nationar rreasury 
-reflect"a r.r,. i,iol,ss4.55 resurting in a variance ofKsh. 4,621,12i.35 which had not been ;.";;;ill by the time of the audit.

Committee Recommendation

Mr' Nduva Muri, the erstwhire accounting officer of the entity shourd be herd responsibrefor fairure to ensure that the entity kept comprete financiar and accounting records that arereconc ed in compriance with the provisions of Section 6g(2) of the pFM Act 2012 and thatthe correct financiar and accounting records are presented within three (3) after the croseof the financiar year pursuant to the provision. oiA.ti"r" 229 of theconsiitution or xe.,ya2010 and Section 68(2) ofthe pFM Act 2072;
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statements.

)

financial statements.

The Committee marked the matter as resolved'

26.0. MINISTRY OF ENVIRONMENT' WATER A}tD NATURAL RESOURCES

26.I. STATE DEPARTMENT FOR ENVIRONMENT AND NATURAL RESOURCES

FINANCIAL STATEMENTS FOR VOTE 145

Mr. Ali Noor Ismail the Accounting OIIicer for Vote 145' Environment and Natural

Resourcesl accompanied by ;;; M;"ed Elmi; Cabinet Administrative Secretary' Mr'

Stephen Karani; fn'i'ont""t "nd 
Fo'"'try' Henry M Obino; DA- MER' Stella Aura

Mbs; Ag Director -KMD, J;;;; n"t""'lcry-yryr' Remjius okongo; P'A- ME&F'

Peninah Njugunah; a'g-fU"Ci-f'""tence Simitu' E M' Shitan; DHD' Donnie Muyera;

SCMO, Peter Mutai; CM, Ci'tpL"*"i Kerich ' 
O*i::- 9 

Tobteruk ; DPPRS' Erick F' N'

Akotsi; DURR appeared o";;;;; ;";mittee on-29'b January 2018' 24rH July 2018 and

27th September 2018 to adOuce "t'd"n"" 
on the audited Financial Stotements of Vote 145

the State Department fot enniton"nt and Natural Resources for the Financial Year

201412015. Minutes of tf'" Cottittee's sittings and the submissions tabled by the

Accounting Officer are annexed to this report'

Basis for Adverse OPinion

BasisforAdverse OPinion

387. Accuracyand Comptetenessof theFinancialstatements

387.1 Undated FinancialStatements

The financial statements forwarded for audit review for the year ended 30 June 2015 though

;;; ;;r; not been dated as required by the accounting standards Further' progress on

previous year audit issues hat not b""n included in compliance with IPSASs Template as

p..r.tiU"i by the Public Sector Accounting Standards Board'

Submission by the Accounting Officer

TheAccountingofficersubmittedthatitwastruethattheFinancialStatementsforwardedfor
Audit review for the year 

"ni.J 
jo'n:rn", 2015 though signed had nor been dated' Though it has

also been indicated tfl^t ptog'"" o" p"'iou' y"u' Audit issues had not been included'

The error was inadvertently commited and it is highly regrened. The Ministry has ensured that

the subsequent financial statements are duly signed and dated' With regard to progress on

previous year Audit issues these were addressed on page 42 (note 28) in the audited financial

Committee Observations and Findings

1. Previous year Audit issues these were addressed on page 42 (note 28) in the audited

Re^ort on th. Exa,ninoion
vtt endcd 3f Jue 2015

Audlol-Genetul on th' Firunc ial Staten.nts lot th. Nottonol Gowm,n.nt fot lhc

+



3. The State Department failed to submit the
com p r ia n ce wiih rpsass r"," pr.;; ;; ;;.; j#,]i" rff 

,, : f_I,ffl ff :,, j;
ff l:;:l."::il,'rlTrl"" " 

ti' p'""r':"' 
"i"'""'ion zr(rxa) or the p,ou.i,**"

Committee Recommendations

Accounting officers mr

il:T::'$:"#rff iTi:T$** j;il;.;"i.".j,:",rTffi ':::"rT:il::::il:
Acl20l2. r -*'.( 'v utt PrrrYrrrcns oI soction 8l(3) of the Public Finance Management

387.2 Comparative Figures

The conrparative figures for the 2013/2014 are for the two State Departments of Environmentand Natural Resources and that 
"f W";;'*a }"gionuf Development when rhetwoweremerged Further,the comparative figures were not ,"pu.rt"d or restated toreflect whatbelongs tothe State Departrnent ofEnvironment and Natural Resources.

Submission by the Accounting Officer
The Accounting officer submitted that the comparison was unavoidable due to the fact that there

llfi : ;: fl!:r::ffi H# tru r"*n::* Y::r - : 1;;; ;;r;i*,
;:::'J:ffi:[;:::ffi,I'*t or Environment,,, r;,;;il;::::,:il:',ff il:, T:il:;
budgetary il;i,;;,",;;;;J,T:ffillj j;rffijil:".It. was not possibr",o ,"pu."* ,h.
rnto (2) componenb for comD,
rreas u rv see k i n g g u id a n ce 

" 
;,T:'#J ""';' 

il; ; il; L Y'" ::i'Tfl fi1 Hi TJ',I:lff :l
Committee Observations and Findings

I. The National treasurv has n^ .t6-- -^r:^-.

::::;;;;;ffiI::ti::H:."iJl,".11,j;::,:;?;;.l_"",T;:,,f :T:1;:
ffiTffi:ffitment' 

water an' *"*'"',iri","ropment into (2) components ror

2. The Ministry is in consultation
same.

with the National Treasury seeking guidance on the

Com mittee Recommendations

I

)

The Accounting officer shourd move to resorve the matter in consurtation with theNational Treasury within three months of the adoption of this report,
Within three months of the adoption of this report, the National Treasury mustdevelop guidelines on mergers and demergers of r,ri" o"*.r.*o.

Year endcd 3d Jorc 20is totencng lo. t h. Natio nal Gotymmcnt for the

on he Ebmination
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R=;; 

-,,h,E 

o,,*o,ion of th. ReN o/ *e Aud orcenent onth? hnan'nl sareneau

v":., 
"ndrd 

3d' Jun. )015

3E?.3 Statement of Cash Flows

Theopeningcashbalanceasatthebeginningof2}l4l2}l5ofnegativeKshs'49'069'945isat
variancewiththeclosingbalanceforzotltzolcofKshs.6g,355,058resultingtoanunexplained
difference of Kshs.l18,423,003. Further, the20l3/2014 closing cash and cash equivalents of

Kshs.9l3, 355,099 differs with the opening balanceof Kshs 69' 355'058' In addition' the net

change movement in receivables and payables balances of Kshs'4' 269'760 and Kshs'65'

972,g66 arenot in agreement with the statement of assets (working capital) figures of Kshs'839,

73028 I and Kshs' 444,616 respectively As a result' the accuracy of the statement of cash flows

could not be as certained.

Inviewoftheforegoing,theaccuracyandcompletenessofthefinancialstatementsfortheyear
ended 30 June 201 5 could not be confirmed'

Submission by the Accounting Officer

TheAccountingofficersubmittedthatthenecessaryadjustmentsweredonefortheprioryears
inthe20l5/l6financialstatementsandthismatterhasnotfeaturedinthesubsequentFinancial
Years.

Committee Observations and Findings

1. The necessary adjustments were done for the prior years in the 2015/16 financial

statements and this matter has not featured in the subsequent Financial Years'

2, The Committee marked the matter as resolved'

Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and

co.pr"hen-sibleannualfinancialstatementstotheAuditorGeneralwithinthreemonths
aftertheendofeachfinancialyearpursuanttotheprovbionsofsection8l(3)ofthePublic
Financc Management Ac! 2012'

388. Budgetary Control and Performance

388.1 Revenue

Shortfalls

The exchequer release of Kshs' 13,5 59,041,646 as at 30 June 2015 was short of the

approved budget figure of Kshs 15,083,196'218 resulting into an unexplained variance

od<shs.r,szq,iS+,572. Further, the Ministry received other receip6 ofKshs'z'749'307'943

against a budget of Kshs.4, 293,493,269 as shown below'



No Item
Bud Actual (Kshs.) Varia

Recurrent
8,3 1 1,29 r 7,864,900,000 446,39t,

2 Development
6,771 ,904 5,694,t4t,646 1,077,762,

3 DomesticandForeignGrants 573,850, 0 5 73,850,
4 Proceedsfrom Foreign 881 ,400, 4l ,400,000 840,000,
5 Saleof non-fi nancialasset s 2,345,091, 2,329,019,269 t6,072,
(r

pmentOtherRecei ptsDcvelo 493,1s0, 378,888,674 114,26t,

The overarr revenue and borrowing-s shortfa, of Kshs.3,06g,33g,ggg reflects negativery onimplementation of pranned and budgeted activities or*," ilinirt.y.
Submission by the Accounting Officer
The Accounting officer submitted that that the variance was occasioned by non_rerease ofexchequer by the National rreasury as we, as non-rerease ofboth foreign g.-,, uni uo;o*ing,by the donors' The exchequer issues received ;ii Kshs. r 6,308,349,5g9 againsr anapproved budget of Kshs. I9,376,688,487 resurring ,o u i.n"i, of Kshs.3, 068,338,898 whichnegatively impacted on our performance.

The State Department received only Kshs.4l, 400,000 against a budgeted amount ofKshs.88 1,400,000 of foreign borrowing resulting to 
" 

,t,o.tfrtt of Kshs. g40,000,000.
The Ministry was riaising with the National rreasury from time to time to ensure that a, theExchequers are released in good time to facilitate-the iirr,.."ro,,on of the activities of theMinistry' In addition, the Ministry has taken n""rrruf ,;;;.", to ensure thar what is capturedin the budget for both domestic and foreign g.urtvro"r. *ilr be realistic to avoid the issue ofshort falls in revenue.

Committee Observations and Findings

Reporr on rhc Enninarion
Yeor ended 3dt Jun. 20 I 5

ofthe R.prt ofthc ,tuditor-G.neral on th. Financiol Stat.nentt /or the Notional Govemncnt for th.

I



The variance was occasioned by non-release of exchequer by the National Treasury

", 
*.tt u, non-release of both foreign grants and borrowings by the donors'

The Ministry was liaising with the National Treasury from time to time to ensure

that all the Exchequers "'" 
tti""'* in good time to facilitate the implementation of

the activities of the MinistrY'

The Ministry has taken nec€ssary measures to ensur.e that what is captured in the

budget for both domestic uniiot"t*n grants/loans will be realistic to avoid the issue

of short falls in revenue'

Committee Recommendations

Accounting officers must at all times ensure that what is captured in the budget for both

domestic and foreign gt'nt'llotttt is realistic to avoid the issue of short falls in revenue

pursuant to the provisio* or toton irel (a[v) of the Public Finance Management Ac! 2012'

388.2 Under ExpenditureBudgetAnalysis

The analyses between the budgeted provisions against the actual expenditure reflect on

or.rutt *4", 
"*Oenditure 

ofKshs'3 '057 '948'032 
as shown below;

Further, the huge unexplained under expenditure ofKshs 3' 057 '948'032 
impliesnon-

delivery of planned development facitities and services'

Submission by the Accounting Officer

I

1

3

VarianActualBudgetItemNo.
4t,313,7271,246,087,942t,287 ,401,66Compensationof

903,378,0521,348,268,9432,251,646,9Useof Goodsand Services2
656,810,0929,542,05 I, l 510,198,861 ,24

6
TransfertootherGovemme
ntunits

3

370,407t3,929,59314,300,000SocialBenefits.1

I ,910,5703 1,689,430
3 3,600.000OtherGrantsandTransfers5

1,454,165,l84,136,713.395,590,87 8,s78
Acquisitionof Assets6

3,057,948,0316,318,740,4519,376,688,48Total

R.Do on th. E omination
Yclar cndcd 3d' Junc 20 I 5

Auhbr-Gen fil on th. Fiiancal Stotf,,nents lor tht Notionot GoYemmcnl ht he

I



The Accounting officer submitted that the under expenditure was occasioned by non_rerease of
;::[H:'.I"ffi ]Uff: ffi:'.:" "' 

d 
"",';; ;;;:; tre i gn Grants 

"; 
;; , ;:,,".-;.0, u",

;::l'fiffi:l'ff"ljf::ryrrpavments and the budget orKshs 4r,3r3,727was the money
September,20l5. 

rttment of60 Meteorological Assistants but tt 
" 

.x"r"ir.'0.,.r"0 ,o,o

The Ministry is now working closely with both the Natioensure rhat all exchequers and foreign proceeds 
Treasury and our foreign donors to

Committee Observation and Finding
The under cxpenditure was occasioned by non-rerease of exchequer by the NationarTreasury an, non-rerease of foreign 

"."no"u, 
,r",i "r}":":J::::r::-:,r_-rT 

* 
.by the donors ura..' as wett as proceeds from Foreign Borrowrngs

The difference between the payroll payments and the budget of Kshs 41,313,727 was the
[,ffit];T3:ffi;'##ir:"cruitment oreo pr"t"i.orogicar Assistants o,i,n" 

",",.i,"
Committee Recommendation

Accounting officers must at a, times ensure that they riaise with the NationarTreasury from time to time to ensurc that all the excheoto faciritate the imprementati"" 
"f 

rh; ;;r;;ffi ;il':Hil.ilfffii::il:[rrfl;
section 68 (2{n) of the public Finan." ltrn"g"."riA;;;r;:
388.2.1 Useof Goods andServices

During the year under review,the Ministry spentatotalofKshs

ffi o.ou,.,on "x.r,..i,rr,,oo6,ee4-resurtingin;;;;i;li,lljl;':?tilH:ff;H,;;i

It was however noted
Kshs r,3,0,817,6;; ;;;r,lil,j::J:::Tff .j:??li::,,;:'H:",1,r: ba,ance or

Submission by the Accounting Officer
The Accounting officer submitted that $e under expenditure of Kshs.g,3, 37g,052 wasoccasioned by non-release ofexchequer and ,*r,n, O.*r..arent processes/procedures.
The supporting schedule and the statement have since beevariance of Kshs.37, qil,Zi.o. ,dvc srnce been reconciled hence addressing the

Committee Observations and Findings

t The supporting schedure and the statement have since been reconcired henceaddressing the variance of Kshs.37, 451,26g.

Repn on rha EmnUation
Yeot ended 3dr Juhc 20 t 5

ofth. Repo olth. A,/d,tor-cenerat on the Financiai Stotenehlslor the Na orul Goyemnentlot thc e



Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and

comprehensibteannualfinancialstatementstotheAuditorGeneralwithinthreemonths
aftertheendofeachfinancialyearpursuanttotheprovisionsofsection8l(3)ofthePublic
Finance Management Act, 2012.

388.2.2 Acquisition of non-financial Assets

The Ministry spent a total of Kshs'4,136,713,393 or 7 4o/o on acquisition of assets against the

approveduuog"torKshs.5,5g0,8T8,5T8resultingtounderutilizationofKshs.l,454'165,185.
ThescheduleprovidedinsupportofthiSitemhadabalanceofKshs.3,l2g,gg0,l35resultingto
un-explained variance of Kshs' l , 006,723,258'

Submision by the Accounting Officer

l.TheAccountingoflicersubmittedthattheunderutilizationofKsh.l,454,l65,l85was
occasionedbythefollowingreasons:shortfallintheexchequerissuesreceived'non-
releaseoffundsbythedonorsanddelaysintheprocurementprocessduetolateapproval
of the budget. it therefore becomes difficult to procure due to time constraints'

2. with regard to the variance of Kshs.l, 006'723,258 the supporting schedules and the

statement have since been reconciled hence addressing the issue of variance'

Committee Observations and Findings

l. The supporting schedule and the statement have since been reconciled hence

addressing the reconciliation of Kshs'l' 006 
'123'258'

2. The Committee marked the matter as resolved'

Com mittee Recommendation

Accountingofficersmustatalltimesensurethattheyprepareandsubmitclearand
comprehensibleannualfinancialstatementstotheAuditorGeneralwithinthreemonths
after the end of each financial year pursuant to the provbiors of section 81(3) of the Public

Finance Management Ac! 201'lI'

388.2.3 TransferstoOtherGovernmentUnits

TheMinistryspentatotalofKshs'g,542,05l,l54astransferstootherGovemmententities
during the ear against an approved budget ofKshs l0'198'861'246 resulting to under funding of

Kshs,656,8 t 0,092 of the budget. lt ha=s not been explained why the Ministry retained funds

meant for other agencies.

2. The Committee marked the matter as resolved'

Ref,., on th. E onination ofthe RePod

Yeat ended Jd' June 2015

ol he Avdilorcenetul on lhc Financial Slakfi'nlt lor he Norionat Gotemncnt fot the ag



Further' the schedure provided to support this amount added upto Kshs.g, 066,5 l r,7l 7 resurtingto an over statement ofKshs.l, 475,53g,437.

In addition, an amount of Kshs.22,500,000 was transfened to the Ministry of Foreign Affairsand another Kshs 23,32g,000 was transfened to wirdlife club of Kenya, a private entitywithout the necessary arangements on how to account for it. In both instances, the Ministry hasnot explained the rationare for funding these entities and the accountabirity for the funds.

]:. "1.* of the foregoing, the accuracy
Kshs. I6,3 I 8,740,45 could not be confirmed.

Submission by the Accounting Officer

and propriety of the expenditure of

The Accounting officer submitted that the under-spending orKshs.656, gr0,092 was occasionedby non-rerease of exchequer issues from the National 
'Tr.uru.r. 

of the approved budget ofKshsr5' 093'196,21g only Kshs 13,559,041,0+6 was ,"".ir"d resurring to a shorrfa, of Kshs.t,524,154,572.

with regard to over shtement of Kshs.r,475,53g,437 resurting from the schedure provided tosupport the amount spent on transfers to other govemments, the schedure has since beenreconciled to address this over shtement.

The amount of Kshs. z2,s5o,o0o transferred to the Ministry of Foreign Affairs was in respect ofwangari Maathai Award program which had been decidei during the 20s ordinary Session ofall Assembly held in Addis Ababa Erhiopia in furruryiOii.
with regard to an amounr of Ksh.23, 32g,000 paid ro wildrife crubs of Kenya, it is worth notingthat the CIub was acknowledged as a functionut 

-gor.ir,r"n, 
organization/entity as per thepresidential circurar No.r/20g of May 200g and rr"""rtrr" o.ao No. 3/2013 of 2013. wirdlifeclubs ofKenya prepare Financiar state-ent, *rri.n proria" for the GoK funds and other donorsand the retums are available for audit verification.

Committee Observations and Findings

I' The amount of Kshs. 22,550,000 transferred to the Ministry of Foreign Affairs wasin respect of wangari Maathai Award program which had been decided during the

,l;:r,*r 
session of a, Assembty heia in aadis ;;;;il;;"," ,"lr"o

2' The amount of Ksh.23, 32g,000 paid to wirdrife Ctubs of Kenya was based on thefact that it is a functionat government organization/entity as per the presidentiarcircurar No.r/20g of May 200g and ExecJive order No. 3t20r3 0f 2013. wircrifeClubs of Kenya prepare Financiar statements which provide for the GoK fundsand other donors and the returns are available for audit verilication.
3. The Committee marked the matter as resolved.

Committee Recommendation

Reporr on rfu Examination
,'eat ended 3d Jur. 2015

of the Rcpa oI the Auditor-General oa th. Fn aaciat Stat.rlents Ior the NctionaiGovemnent /ot the



Finance Management Act, 20 12'

ReDort on the Eran,nation
Y"u ended lt'June 2015

olthe /uAbr'General on h. Finoncial Sl,,t enltIor h' Nalional GoY.mn.nl for the I

Accounting officers must at a times ensure that they prepare and submit clear and

comprehensible annual linanJl statements to the Auditor General within thre€ months

aftertheendofeachfinancialyearpursuanttotheprovbionsofsection8l(3)ofthePublic
Finance Management Ac! 2012'

389. Pending Bills

BillsamountingtoKshs'420,5T6,006chargeabletobothrecurrentanddevelopmentvotesfor
the ministry as at 30 :un" jO 

f S w"r-" not paid in the year 201412015 but were

insteadcarriedforwardto20l5/20l6 Had those bills been paid and expenditure charged' the

statement of receipts und puyrntnt' would have reflected a higher deficit ofKshs'430' 966'872'

Failure to settle the ulrr, auringit,. vear to which they relate distorts the financial statements for

that year and adversely affectl the provisions of the subsequent year to which they have to be

charged.

Inaddition,thelistofpendingbillsavailedforauditreviewdidnothavethedetailsofthetender
number, contract sum and the pending invoices as required'

Consequently, it has not been possible to ascertain the validity' completeness and accuracy of

the pendingbills balance ofKshs 420' 576'006'

Submission by the Accounting Officer

TheAccountingofficersubmittedthatthependingbillswereoccasionedbynon-releaseofthe
exchequer issue by th" N;;; Tr"atu'y lnalequate budgetary provision compelled the

Ministrytocarryforwardthebillstos,b,equentfinancialyearswhichnegativelyimpactonour
suppliers.ThesePendingBillswerealsousuresultofrationalizedbudgetaryprovisions.Thelist
with details of the tender nurnbtt, "o't'u"t 

sum and the pending invoices have since been

availed.

Committee Observations and Findings

1. The pending bills were occasioned by non-release of the exchequer issue by the

NationalTreasuryandinadequatebudgetaryprovisioncompelledtheMinistryto
carry forward the bills to subsequent financial years, which negatively affected our

suPPliers'

2. The list of pending bills with details of the tender number' contract sum and the

pending invoices have since been availed for audit verification'

3. The Committee marked the matter as resolved'

Committee Recommendation

Accounting officers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to the Auditor General within three months

aftertheendofeachfinancialyearpursuanttotheprovisionsofsec{ion81(3)ofthePublic



390. Cash andCash Equivalents

The statement offinanciar assets reflects.cash and cash equivarents of Kshs.2, 244,2g5 asat30June2,l5 However, examination of the bank .""on"ir.,iln- .otemen t as at 30 June 20r 5revealed the following unexplained reconciling it"r.:
(a)The recurrent cash book reflects payments in the cash book not yet presented in the bankof Kshs. t 72, 5 19,369 of which Kshs.567, +S f *"."'.trl" 

"f.,"qr.r.(b)Kshs'I' g6r'gg5 being payments in bank not posted in cashbook .rr has not been

,?jjff:"|.- 
payments went through in the bank without firsrbeing.e"o.dedirl

(c)Receipts in cash book not yet recordea in the bank of Kshs. 152,642,50 rincrudeKshs' r50'000'000 being.exchequer issues *r,*"i"'cash book but not recordedinrhebank.It has not bcen explained 
": ; ;;* the exchequer issuewascapturedinthecash book beforeitcoria."n."tinUunt u""o,]nt.

(d)Receipt inbank not recorded. in cash book amounting to Kshs.223,673.Managementhasnorexprainedwhatrt o."."."ipt.u.*;ffni;";n**ot 
been postedtothecash

lX':;;:::lXffi3ti'r1""Tf::ilj"T#:*:TessofthecashandcashequivarentsbaranceorKshs2,2

On the Statement reflecting an amount of Ksh.2 23,673 as receipts in the Cash Book not recorded

Submission by the Accounting Officer
Thc Accounting officer submitted thatwith regard to Recurrent cash Book where there arepayments in the cash book not yet presente; in the bank of Ksh.r72,519,369 of whichKsh'567'45r were stare cheques, The payments have since been cleared as reflected in thesubsequent Bank Reconciliation Statements.

The amount of Ksh. 1,96 I ,995 relating to payments in Bank not posted in cash Book has sincebeen posted in the Cash Book accordingly.

with regard to receipts in Cash Book not yet reoorded in the Bank of Ksh.r52,642,501 whichinclude Ksh' 150,000,000 being exchequer issue p"r,"d ;;;; cash Book but not recorded in theBank Statement, it is important to point out that the amount of Ksh. r 50,000,000 was anexchequer received on 30s June 20r5 but reflected 
"r,r," rrru statement on I",Jury 20r 5 whireKsh 2,600,000 was A.I.A collected by Metrological ;;;;*, at the closure of the FinancialYear and reflected in the Bank at the beginning-or,r.," r.rr"*i"g Finaacial year. The balance ofKsh.42,501 was a Cash Book undercast *f,i"f, iu..in"" i""r r".tin"a.

in the bank, these were payments made by the Ministry but were not cleared by the bank. Thecorrect bank account details have since been established and the same cleared ac

Jur. 20t 5
uditor-Geh.rul on the Fhahcial Sbtenents lor rhc Notional Govemmi

Rep on the Exan
cordingly



1. With regard to receipts in Cash Book not yet recorded in the Bank of

Ksh.152,642,501 which include Ksh.150,000,000 being exchequer issue posted on the

Cash Book but not recorded in the Bank Statement' it is important to point out that

the amount of Ksh'150'000'000 was an exchequer received on 30th June 2015 but

reflectedontheBant<Statementonl.tJuly20l5whileKsh.2,600,000wasA,I.A
collected by Metrological Department at the closure of the Financial Year and

reflected in the Bank at the beginning of the fotlowing Financial Year' The balance

of Ksh.42,501 was a Cash Bookundercast which has since been rectified'

2. The Committee marked the matter as resolved'

Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to th€ Auditor General within three months

aftertheendofeachnn"n"i"ry"".puou,nttothepmvisionsofsection8l(3)ofthePublic
Financc Management Ac! 2012'

The Ministry has now strengthened the bank reconciliation section and is now doing bank

reconciliation through IFMIS

Committee Observations and Findings

391. DePositsAccount

The Ministry reflects a deposits account of Kshs'65'972'866 as liability as at 3Oln June 2015

which had not been supported with a corresponding asset and a list ofthe beneficiaries ofthe

deposits account was not availed for audit verification'

Further,theministrydidnotmaintainaseParateaccountforthedepositsasrequiredunder
Covemment fi nancial regulations'

Asaresult,theaccuracyandcompletenessofthedepositbalanceofKshs'65'972'866couldnot
be confirmed.

Submission by the Accounting Oflicer

The Accounting Officer submitted that the amount was made of clearance amount of l'400'00

and deposit totaling to f'rt Oi,Szr,+OO'00' The analysis has since been availed for audit

verification'

fuN on lha E amiiooon of
Yiar cnded 3f Juac 20l5

he Repo of th. Audircicneral on the Financidl Staknents lot the NationatGoeem entlor the



The Ministry maintains a ser
n""r"r"i ,.rir".;::"'" " separate account for the deposits as required under govemment

Committee Observations and Findings

l. The analysis of a correspondingassetand a listof thebeneficiariesaccounttotaling to Ksh.65,971,466.Owas availed for a u ditveri fi cation.
2' The Ministry maintains a separate account for the deposits as required untrergovernment financial regulations.

3. The matter was marketl as resolved.

Committee Recommendation

Accounting officers must at alr times ensure that they prepare and submit crear andcomprehensibre annuar financiar statements to the Auditor Generar within three monthsafter the end of each financiar year pursuant-to ,n" *ro,"^ of section gr(3) of the pubricFinance Managem ent Act 2012.

392. Acquisition of Non_financialAssets

The acquisition of non-financiar assets barance of Kshs.4, r 36,7 r3,393 as at 306 June 20r5incf ude Kshs.34 I ,631 ,07 5 lo
rvhich Kshs.27,l4s,:s! ao 

";l 
ij,'.#;#ldieq 

project preparation design and ,up.*irion or

In the circumstances, the acc
assets barance of Kshs 4,r3;,-7urr;,ci;rTl,"o],;fi,,1;:T;iilffi:::ff::::IH;:",- nnancial

Submission by the Accounting Officer
The Accounting officer submitted,that the Ministry has put strict measures in prace to ensurethat expenditures are charged to the rerevant rr"ua, una'ii.r.. The expenditure charged wascomplementary and related to research, studies and project design.
Committce Observations and Findings

The expranation by the Accounting officer that the Ministry has put strict measures inplace to ensure that expenditurcs rerated to acquisition of non_financiar assets barance ofKshs'4' 136'713,3g3 are charged to the rerevant treaas ano items and the expenditure ofKshs.27,145,395 charged was complementary and related
design was not satisfyinf asin.." *r. no evidence *0", .:il;.r?.,.f; 

studies and project

Committee Recommendations

The Accounting officer shourd avair to the Auditor Gcnerar evidence that the Ministry hasput strict measures in prace to ensure that expenditures rerated to acquisitionofnon-financialassetsare charged to the rerevant hcais and items and the expenditure ofKshs.27,I45,395 charged was complementary and relateddesign. 
lu.lPrEurclr rary ano related to research, studies and project

ofthedeposits

fuport on the *anuauon of
Yeat ended )dr June 20t S
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393. FinancialPerformance

The State Department of Evironment and Natural Resources prepares its accounts using IPSAS

cash accounting wtrich impties ttrat expenditure should not exceed receipts' However'

reflected in the statement "i *."rr,. 
*o payment is. a deficit of Kshs' 10,390,8 66 (2014:.

Kshs.833,l3 8,857) as at :O l'nt 2015' Further' the Department has an overall negative

financial position of Kshs'SS, 5S'8il as at 306 June 2015' This has partly been brought about

by the Department having *'ng op"nlrrg balances'.lt is not clear why the Department has a

deficit where as there was huge tind"' 
'p"nding 

both in recurrent and development votes'

Consequently, there liability of the financial statements and the financial performance of the

Department could not be ascertained as at 30fi June 2015'

Submission by the Accounting Officer

TheAccountingofficersubmittedthattheMinistryhassincethenensuredthatreliableFinancial
Statements are prepared and submitted for audit purpose That since then this Ministry's

financial starements t u. no, ,""p;*J"uny a"fi"it. rt. virls.y is working with the National

Treasury Financial Reporting Unit (FRU) to develop capacity of its staffto enable them prepare

n"un"ii statements that reflect true and fair view of our transactions'

Committee Observations and Findings

l. The Ministry as rectified the financial statements and has not reported any de{icit

in subsequent financial Years'

2. The Ministry is working with the National Treasury Financial Reporting Unit

(FRU) to a.'"fop "up"ti[ 
of its staff to enable them prepare financial statements

that reflect true and fair view of our transactions'

3. The Committee marked the matter as resolved'

Committee Recommendations

Accounting officers must at all times ensure that they prepare and submit clear and

comprehensible annual financial statements to the Auditor General within three months

aftertheendofeachfinancialyearpursuanttotheproYisionsofsectionSl(3)ofthePublic
Finance Management Act, 2012'

394. FixedAssetRegister

The fixed asset register was not provided for audit review yet the Department has various

buildings across the "o'nttf 
u' *"f f as vehicles and other equipment of undetermined value' In

absenceofther"gist"r,itwasnotpossibletoconfirmthattheDepartment'sfinancialpositionis
fairly stated.

of the Auditor-General on the Financiat Sk'rez,enrs for lft Nalional GoYe nenl lor lhe a

ReDo on the Eraminotion
Yelar ended 3d^ June 20t 5



Submission by the Accounting Officer
The Accounting officer subm.itted that the asset register has since been availed to the auditorsand the entity is in tarks with the.Nationar rreasury;ilr;;;- ro agree on the guiderines on thevaluarion of the said assets to make them compliant *ir*lt,,r"lraOS requirements.
Committee Observations and Findings

The asset register has since been avaircd to the auditors and the entity is in tarks with theNationar rreasury with a view to agree on the guiderines on the varuation of the said assetsto make them compliant with the IpSAS ."qri.lr"rtr. 
" -

Committee Recommendations

I' within three months of.the ad-option of this report, the Accounting officer and theNationar rreasury must deverop guiderines o,iin" ,rrrution of the sai, assets tomake them compliant with the f f SaS ."qri..r"rir.
2' within three months of the,adoption of this report, the Accounting must submitfi xedassetregister wasfor auditreview.
3' The cabinet Secretary shourd irnpose sanctions on the entity for fairure to proviaeaccurafeinformationtothe. Auditor General regardingfinancial matters andspecificattv impose adtritionar requirements ," il;;:#::i., 1'^":::.. ".preparation of the fixed asset register ,r.rrun, . ?l$:ir,:llJrlTJ*-;;(1)(c) and(2)(a) of the public ninur"" trlrrag"."ri i",, ,rrr.

395.1 Sub-contracting of Supply, Delivery, Installation
Metrological nata cJttectiin system 

and commissioning of Integrated

The Ministry awarded a contract of Kshs.16g, 500,054 to New Edge Sorutions Ltd on 2November 2012. However, the contract was signed between the hvo parties on lg october 2014which was two years after the award.

Further' the contractor, without the approval ofthe contractee sub-contracted the whore contractto Ms Klass Ltd contrary to the Public p.o.ur"n,"ni'rni- iirporul Act,2005. No evidence of
ff,."J1f",ili;::"[l::H::lided for auait revi.*'",,I i, appears Ms Krass Ltd *,, r,io
In the circumstance, the expenditure ofKshs.r6g, 500,054 is i*egular charge to pubric funds asno value for money appears to have been obtainedas riro.rrr" ro, r.

i.u.o,:'f ffi,:il::'.*o*' 
the project has staued casting doubt as ro whether rhis was regurar

395. Irregularprocurements

The Min istry appears to have lost the Kshs. l4, 548,499 spent on the stalled

Year ended 3f June 2015
olthe Repon ofthe Audibr"Generat on the Financiai Nationot Corennenr for e

project.
Repofl on the Eraminatioh



Submission bY Accounting Officer

The accounting officer submitted that the ministry awarded-a contract of Kshs'l69' 500'054 to

Ms. New Edge Solutions * 
'i 

t""rnbt r 201'2' He further admitted that the contract was

signed on l8s October 2014;ic;;as two years after the award' The main contractor partly

sub-contracted the works to ws ri*' ii*it"a' rn" delay in signing the contract was- as aresult

of unplanned budget cuts 
"*t"g 

to *st*it' '**1".t 3"a 
Exchequer challenges which had been

occasioned by non-payment ii pJing'ti s which are subsequently carried forward and

therefore affecting the procurement for succeeding years'

On the issue of sub-contracting' Section (15) of the Standard Tender Document on Subcontracts

allows the tenderer to notify.5oj;;uring entity in writing of all subcontracts awarded under the

contract if not already .p""if;ir 1f," tlenaer, su"h notification, in the original tender or later

shall not relieve the ,"na"r", 
'i.i.'uny 

Liability or obligation under contract This clause clearly

allows for subcontracting r'tpon-ofn"iuf consent which was awarded by the Ministerial Tender

Committee (MTC)' The ;;;;;; on t"""ipt, of the request from the contractor for

sJcontracting tt'e works was guided by the above clauses'

Therewasofficialcommunicationfromthecontractorinformingthesubcontractingandthat
there were MTC minutes authorizing and subsequent approval of contracting The contractor

only issued instruction f"' ";;;;;;g 
50 percent of the works and payments to the local

manufacturer who is the ^"''l'O"J "'""i 
It is also clearlv-indicated that the contractor remains

liable for the execution "J;;il"tt; 
;f this contract' The main contractor is still liable to

Kenya Meteorolo gical Department'

At the time of the audit the Ministry had only p"]d 
5:L: 

50 Million being part of the 50 percent

provided in the conrract. fn.'U"i",i"" "f 
frir. f+ Million which is part of the 50 percent was

paid in October ZOf O wfrictr Urlngt tot't puy*trrt to-date to Kshs'84 Million' The current status

is that the software h^ b*";;;:;;;a' in" t)uta*utt has been delivered and implementation is

in progress.

Committee Observations and Findings

l. The explanation of the Accounting Officer that the main contractor partly sub-

contracted 50 percent of the works and payments to the local manufacturer' to IWS

Klass Limited, w;;; authorized agent and the delay in signing the contract was

as a resurt or unpi"nrr"a budget cuts owing to austerity measures and exchequer

cha,enges which had been occasioned by non-payment of pending bills which were

subsequently t"t'iJd-'o*"d and therefore affecting the procurement for

succeeding Years was accePtable'

2. The Committee marked the matter as resolved'

E

ReNn on lha Examinolion

Yelar ended Jt Jor 2015
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Committee Recommendation

Accounting officers must at a, times ensure that they provide the Auditor Generar andany other office' where relevant, witt any iniorr"i,"" ,, may require to furfi, its functionspursuant to the provisions ofsection rar2-l(rl ,iri" pubric Finance Management Act,20l2.395'2 Irregurar procurement 
and payment -construction of Embu County officeThe Metrological Deparrment contracted j\,I/S Cofard Co

:#:,'I,:f n'};T,:.,;:200eata"",,,,o,,,r"*"i',T,lHJflrtli'ffi ;:1H"H:X

il*,;fsff {I}#;,,1"".:#:rnm*ffi T:m;:;;lrffi ,:.,"T:
Submission by Accounting Officer
KMD contracted Ms. Cofa
oifice in Embu at u .on,ru,]j ^aorrtrucrion 

Company 1K).Limited to conslruct a model counry
revised upwards ,. *.n"iil',X,ljrl1T"";.jj,',ji:# admitted,n,iii," 

"-,.*,"i,, *".

6::[H:T*;:ii:,'i'1..'0..T:10'""il"ffi ;ff X]'"""":1,?;,'il:?H'"Y;:

#::Tr**::;:,"",#:i:#jgi:ffi i,:j;i:_Ttilinl:nxli**;
Asset Disposal o",.rn" o",ll,n,Ii] 

*"1'l the allowed provisions ," *" orfil a."",-llr.n, ur,
arocarion of funds ,o ,h. ," 

tn completion of the proiect

buirding rury occupied. "l"uant'ot" il' ;;';;,i::ffi:":J"":jffi:[i'lT'il]
Committee Observations and Findings

1' The expranation of the Accounting officcr that the procurement 
was tendered forby the Ministry of public *r.* *.rr*n' 

"1.,.,","0 tcndering for pre-qualifie<Icontracfors and not by request for euoiations'

i;I'ftT':1"'::]li;:' l"* ;::''''"i"0 i"""''"'ffi,,:H:i:Tffi 8"TilH:
Procuremenr 

"r, o,r'J"'r'r|o'.15'r*:'' 
532'396 pursuant to section 73 of the pubric

Committee Recommendation

The EACC and DCI shourd, within three months after adoption of this report, investigatethe propriety of using restricted,tende.,r* ," 
""r.,rr"i alnoaer county oflice in Embu at a;::::,".HH: f I ;il; li"?13:,';,1 *,::; 

; ;;; ;., or E n vi r.n m en, 
" 
ni n"i,.,,

395.3 Tender to Construct Two Observatory Units
The Ministry awarded a tender ro construct two observato ry untts to Signature Contractors andGeneral Supplies at a tender sum ofKshs.6,7ll,936. However, after two months, the Ministry

on the E\atnihation
ended 3d' June 20i s

ofth. Repo olk tudiror-Generat oi



awarded another similar contract to Venera Investments at contract sum of Kshs'13'543'872

which is double the amount awa'ded to the first contract for the same work'

Inthecircumstances,ithasnotbeenpossibletoascertaintheproprietyoftheexpenditureof
Kshs.l3, 543,872 andtt'" 

"ontJu"ialJ 
notfulfrll the requirements oith" P'blit Procurement and

Disposal Act, 2005'

Submission bY Accounting 0fficer

TheMinistryawardedthetendertoconstructt\,oobservatorvunits.Thetenderwasawardedto
ll,Us. Signature Contractors *"*'i'*li* at a cost of fsfrs' 6'771'936 00' The Ministerial

Tender Committee minutes ";;';i;' 
the same have been attached for perusal'The observatory

units were constructed f"' th;;ffi; of Met"orologi"al Training and Research (IMTR)' The

tendering for the works ** a""" tV 
'n" 

Ministry of Works'A 
"poitt 

p'"pu"d by the Ministry of

Works was forwarded to tn" 
';;;iitna"' 

corn*itt"t fot a$udication'(Annex 7)

The two obsewatory units were completed and are 
-in-use 

and are domiciled at the Kenya

Institute of Meteorological, it"itt-JJ *"search (IMTR) The contractor was requested to

give an indemnity certincate which ivas attached to the voucher' The delays in the payment was

as a result ofdue diligence carried out by KMD before processing this outstanding amounts'

Committee observations and findings

1. The explanation of the Accounting Officer that the Ministry awarded a tender to

construct*ooo'"*ui'o,.-.,ni"to"Sign"tureContractorsandGeneralSuppliesata
tender sum 

"f 
K'h'';;;;i';;;; "i' 

and not vinera Invetsments was acceptable'

2' The Committee marked the matter as resolved'

Committee Recommendations

Accounting Officers must at all times ensure that thev orovide the Auditor General and

any other office, where '";;;;;;;;;"' 
information.it i"v '"q'i" 

to fulfill its functions

pursuant to the provision' "il*'"' 
OgtZ)tnl of the Public Finance Management Act' 2012'

395'4 Contract for the Supply' Delivery' Installation and Commissioning of Weather

Observation SYstem

During the year under review' the Ministry paid Kshs'9' 491'023 to Kenya Auto Electrical Ltd

being 5Opercent pavment ;;';;;';;i;'ielivery'.installation and commissioning of weather

observatory systems Th" ;;y;;;; *;s"made.based.on.-the purported supply and procurement

done in 2007. The Lpo *u"iu*a 2007 while the delivery note was dated 6 october 2008' There

was no contract to suppod the payment and besides th,ere was no evidence regarding the previous

payments and delivery' * tf* Ji'""tu*ces' the validity and propriety of the payment of Kshs'9'

+9t,OZ3 coutd not be ascertained'

R.Dort on the Eranination
Yelar ended 3d\ Jwe 2015

of the Auditot'Aeneral on thc Financial Sloknents Govemn nl lor th.



Submission by Accounting Officer
He admitred that the Ministry paid Kenya Auro Electricar Limired Kshs.9,4gr,020.00 for rhesuppry' derivery, insta'ation and commissionng J ii.p"n weather observation system. Thiscontract was awarded to N4/s Kenya Auto er."tri"ur r-irl*a ro. rn. suppry, derivery, instarationandcommissioningofAirportw*rh.,ob;;;;;;;ilj.,arcontractsumofKshs.r8, 

g,2,o4o.This contract was signed between the then Ministry of Transport and the contractor. KenyaMeteororogical Department 
!KMD) ;; ;;;'ffi.';i Minisrrv of Transporr, but was rarermoved to the Ministrv of Environment dr.i; ;;';,2008'rhis svstem was insturr"a ut ir," wi;ffi:T:1il;"lr:"::ff"ff::t il[:.iT;

ff Hff['Ui.'i: J,, ;3r1";;T ffi:;il'r" *'n !,' oo',,,rro a ue to [1' 
"1,,*.,",,,0.

The 
.remaining 

50 percent final payment Ksh.9,491,020.00 r

t$:lif";.xtfi "';i:'il:;i**ti;;;*f Ty:riiilT?:i:x1T:'":;;,,T;
i:;:T;:l'";,;::":::,,1::?.:'' ,i,"1 *,uI",,'u.,',, fiiil"J:l|"*:'il,Tfi.;:l 

"lJ:;

f Il#*','#fu im]ii*xi*:##tii::t:"t'iffi ;ru:*"1";l;r;
this contract. Efforts were mrde to g"t more inflormation ,.o.'0""""0 

to track the paymenrs on

:i::.:* not forthcoming, KMo,h.r.fo." was hesiranr,o ol 1. 
Ministry orTransporr but rhe

dcspire repcarcd remindei'untir ,r," 
"r"i, *rrlr,i";;,:;:*, 

the balance due ro the conrractor

The. Ministry of Transport could only provide the voucher 
;secrion for rhe same nerioa wlll1 re,Je;"gf ;; ;r;;il;:fi::Jf:]il: ::: fi:H:;

ffilTJili,:1i;.:nt was ourstanding. rhis ,, *n*',[r, decided to pay the contractor rhe

Committee observations and fi ndings

' #" "frff11;i1il.;l'l*"'nting orricer thar rhe KMD estabrished nnar payment
investigations ,rhi"h ,o"t" 

not processed on time 
- 

due to ,n" "rrrrli",rr"Authoriry rxacij ; ;;*t"';.r,ff "'Iil:l, t1"ff 
lle:, 

Ke:ya il;;;;'r,.,
documentation whire investigating a case ,o, 

" or"*", 
all the procurement

warning systems r*.*rr) ;;;;#;#";,rr.':[::,fffi.}ij'ilii",i."7
Ministry of Transport; hence relied ,, d;;;;;;payment was reasonable. rrrs vuuc,er movement register to cffect

2. The Committee marked the mafter as resolved.

on the Exahinaton

T

Yeat ended iN June 2Ots
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Committee Recommendations

Investigative Agencies that seize government documents. while undertaking investigations

must always avail copies "f 
tf'" t]"ia documents to the Auditor General' Any officer who

fails to comply sttoutO Ue inuestigated and prosecuted for failure to provide any

information in the officer's ;t:tJ;;;t '"i"t 11i1m*r's 
control pursusnt to section

197(2) (k) of the Public Finance Management Act' zurr;

395.5 Irregular Fencing Project Payments-Kenya Meteorologicat Service Stations

ThestateDepartmentofEnvironmentidentifiedsomecontractorsthroughfloatingofquoutions
for the construction of fencinf ftol"at ut various Kenya Metrological Service stations at a

contract sum of Kshs'27, zou'iol' "'""t'"'y 
to the Public Procurement and Disposal Act' 2005

where contracts exceeding r'r"l tiiilolr tnould go through open public tendering' Further' the

navments to the contracto" Ot not nu'" ElectrJnic Tax Register (ETR) receipts anached to

i"i.itt *", the tax due to the Government was paid'

In addition, no engineers report(s) or certificates of completion of work were provided for audit

verification to confirm ttrat ttre works were done to the expected standards and as per bills of

quantities before payments were made'

Inthecircumstances,ithasnotbeenpossibletoascertaintheproprietyoftheexpenditureof
Kshs.27, 760,162'216'

Submission bY Accounting Officer

He admitted that fencing projects at various Meteorological Stations was unde(aken by the

Ministry at a total cost or rs"tr's iz' ioo'toll'oo'The stations fenced included Moyale' Marsabit'

Kericho, Nganyi, Eldoret, il;;' Mutungu and Kakamesa' This was done through restricted

Tender and not through *o'*' i"t o'*"tio-ns the *otk *f' awarded by Public Works through

restricted tender to r*ious ro'*riv tused contractors. The evaluation and supervision ofthe work

was done by Ministry "f 
p'iiit Works who also provided the bill of quantities (BQS)'

Engineer's reports as *tff u' 
""iin"utes 

of completion have since been availed for verification'

rhe VAr is usuailv deducted at the.t'T'":o1t:::.::'"[:::ffiil::J:]t#n"i"lTJ:::
any arrears after payment to KRA That's why we requtre "::1"::'#;;;;-tt
of evaluation of tt'" bidt gf'n 

""t'Oo 
*t" ireviously not being attached during the submission

of invoice or certificate for puym"ni but now we have implemented it'

Committee observations and findings

The explanation of the Accounting Officer that the

o, ii"'rto," of Public works through restric

.ont.""torc and not by request for Quotations w

irri-t*,r"" provided using restricted tendering

Procurement was tendered for

ted tendering for Pre-qualified

as insufficient as there was no

for fencing Projects at various

R.N on th. Esaniaation
Yelar eadcd 3d Junt 2015
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Meteorological Shlions at a c
73 of the p,ui. p",",.",;,;1*T[:lilf]#.'"*'62 00 pursuant to secion

2. The Accounting Officer
Lesiyampe.

during the period under review was Dr. Richard

3

, on the Etuninotion

:[iTr:r,,r, 
Officer at the Ministry of pubtic Works during the period under

4. The matter remains unresolved.

Com mittee Recommendations

' 
iI':l"l:;:i,TJ;Hli.;x'.'J*Hr,ffihs 

arter the adoption or this report,

il;::ffi::.:l';*::::: :: : 
""' 

;;;;; ;; 1 ; ?:a'1 iffi :?fllt T 1 J1[',:
2074/2015r*i,h 

" 
nir'ron,ent 

and Naturar Rer
ew ro prosecutin, 

"r, o""r*1ll,Li"r1ffil:. 
*" financiat vear

395.6 payments towards the Construction of Buildings and Related WorksThc State Department of Er

ilIT:Ii:tnr;*{H::,,,::;H.;:1",1ffi ,.:;:t:,}:il:[:T,ffi:i,::.:,,fi l.I
:*1d:d ;nzoos,zltoi,i;"fi:::J]":Jfflli,l;r1,l1il rhe contract 

"or.i^ i'il," **
the deiay was not documented anywhere. ,n";;;;;;;'.#:[il::::fflf::J,,"#::,fi
not be estabrished as there were no documents avaired ror auart verification. ETR receipts werenot attached to the paymenb, casting tioubt *tat".it," t* due was remifted. Inspection andacceptance committee reports were not produced for audit confirmation.
In the circumstances, it has not bcen possible to ascertaiexpenditure ofKshs.55, qrilsa n the legality and propriety of the

Submission by Accounting Officer
The accounting officer admitted that the state Department ofEnvironment awarded a contract toM/s' Gracan construction Ltd to construct p.opos"d .r,"rJ"n and re_roofing of AdministrationBlock at KMD at a contract sum of Kshs.i,, au,ls6.n;'.'iefurther admitted that the contract

ffiilif" 
in the year 2009/2010 but payments *"r. ,.r. in financial year under review

He submitted that the roof for the.administrative brock at KMD was dilapidated and was to bereplaced together with some major refurbishi"g. inr ,,n,r,r, signed a contract for the
|iffi:.;T,';:l;/.;"0:"*o extension u'd 

"-,ooi,g oi'ia.ninio.u,ron Brock at a contracr sum

Y€at ended 3 Jw. 20) 5
thc Repo of the .,ludt tot-Gcneral on the Finonc'ial Satncns/or rhiNational Gowmnent/or a



EI---

However, it was later realized that an additional floor should be put up. Due to changes in the

scope of works as advised by ;;;; ;; Public works' variation of the initial contract was done

..rulring in contract sum of Kshs'55' 414'756 00'

He reported that the delay in payment was occasioned by budgetary constraints owing to changes

in the initial contract, *r,.r. uiiiiionut works were added that had not been originally captured'

The extra work necessitated variation of contract'

The Department sought Contract variation from the MTC due to changes in the scopes of work

as advised by the Ministry of Public Works'

The vAT was automatically retained at source. certificates of practical completion were signed

by MinistrY of Public Works'

Committee Observations and Findings

l. The explanation by the Accounting Officer and documents tabled in support ofthe

justilication tttut a'" io 
"i"nge' 

i' tttt scope of works as advised by Ministry of

Public Works, variation of the initial contract was done resutting in contract sum of

Kshs. 55' 414,756'00 was reasonable'

2. The Committee marked the matter as resolved'

Committee Recommendation

Accounting Officers must at all times ensure that they take appropriate measures to

resolve any issues arising from audit which may remain outstanding pursuant to the

provisions of section 68(2)(l) ofthe Public Finance Management Act' 2012'

395.7 Unverified Supplies of Seedlings

During the year under review, the State Depa(ment ofEnvironment contracted various suppliers

to supply seedlings to various destinations at a contract sum of Kshs'34' 925'500'

The delivery of the seedlings could not be confirmed, as delivery notes were not signed and

stamped or no goods 
"""ii"a- 

not"' were issued' This casts doubt as to the existence and

execution of the contracts'

lnthecircumstances,ithasnotbeenpossibletoascertaintheproprietyoftheexpenditureof
Kshs.34, 925,500'

Submission bY Accounting Officer

He admitted that during the year under review' the State Department of Environment contracted

various supplierc to 'uppty'liaing' 
to various destinationt ut u contract sum of Kshs'34'

g25,5o0.Hefurtheraamiaedthatthedeliverynotespertainingtothesupplieshadneitherbeen

,ig;.a, uurp"a, nor goods received notes issued as at the time ofaudit'

I

fuerl on tha FJam alion
Ytlot cndcd 3d' Junc 2015
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He submitted that the deliverv of seedrings in the various destinations were thereafter verified,
:ffi:;;J'notes 

signed' stamped and g-a, ,"".ip, ;olrlrr*o appropriatery. rhe deray was

Committee Observations and Findings
l' The explanation by the Accounting officer that at the time of audit the yerificationof derivery of seedrings in the various a.rtinriio^ had not been undertaken,therefore delivery notes. were ,ign"a, .t".-f.i and goods receipt notes issuedthcreafter was nof satisfying.

2. The matter remains unresolved,

Committee Recommendation

The EACC and DCI, should within thrce months aft

:H]ffi : JI ff iili ],',i 
* 

:':: c ts ro va ri o u s " 0, 
" 

; 

"' 

jn", 
JJ,'/ ::ffi: Ji: ;TI:

a nd Na tu rar Reso u rccs ; J;;: ff ;|.;ilf, ;;::'ril# 
sta te aeia rimen, "ii,'*",-",,person found culpable. 

' --16 rrr! 'ruarrsral year zul4/201s with a view to prosecuting any

396. Loss of Government Vehicle

i^""Y1'.T:Ji[*,:T:]Tiil::THfXt"::11,,'J,:',n 
assigned civi,ian number p,ate

iost at Mrorongo 
"."" 

l" ,".r,u". .;_,r;* ;'rilJ:i:::ji.Kshs.5,460,000 
was reported

li",Ti,i;,,iJ#.#* ::ili,H:],; 
;; il;,J:;'.;::.:I lT:,:ffi1:#":i:#:iJi i,l

Consequentry, the Minisrry appears to have rost Kshs.S, 460,000 being the cost ofthe vehicre asno recovery of the amount had been instiruted 
^ 

rt :o irn" iofs.
Submission by Accounting Officer
He admitted that State Deoa

"i " 
i, i "; ; ;; ;;; ;il ilT. r,:i,,.fi ",l,fi 5,, :J lil i:: f [^1, 

j3:"[]*ifr:r 
:1Kshs'5'460'00 was reported 

-rosr 
at Mlorong; ;; in ,o.t,ut o. county under uncrearcircumstances on 24e August, 2013 at around ,.iOOr. 

.. "'

He reported that the matter was reported by the driver Mr Boniface Mwaura Kimani as a car-jacking incidenr at the Kileleshwa police Station lCXt+Zti+iOtS) on 24n August 2013. He alsoreported the matler to the Principal_.Se...ru.y,rr.orgh1lr.',lurroon 
officer. The matter is stillunder investigation by the Kenya police Service.

The Ministry has been
conclusively.

making efforts to address this matter and ultimately resolve it

Repo on thc E anination
Yeat ended 3f J@. 20 t 5

ofthe Repo olthe Auditot-Ccnctul on thcFnanctol Sa,rcncni ionol Govemncnt /or ,he



incident.

Committee Observations and Findings

The matter is under investigation by the police'

Committee Recommendations

1. The DCI should expedite these investigations and have the matter concluded within

three months after adoption of this report'

2. The Accounting Oflicer should' within three months after adoption of this report'

take administrat*t ""it""lt"*st 
any offic"r who is adversely mentioned in this

ReDo onthe Flo fiation
Yelar ended 3dt June 20 t5

on lh. Financlal Stat"nts iotcmment for rte

t



26.2. STATE DEPARTMENT FOR WATER AND REGIONAL AUTHORITYFINANCIAL STATEMENTS FOR VOTE 146

H 'fi',J"ll'l-r1' the Accounting officer for vote r46, The state Department for water
o""h;;;;;;;";#;:';"accompanied Eng' S'K Kosi; Chier r"ei'r".r,'rur."r*r N.
AssistAccount;;;f #:.,":i!iiiX"ffi ,i1."",,il**.tl*inl;il#
Ndung'u; Assist. Secrctary, Eng. Sao Alimr; ;;;".";":Accountant, M r. Dcn n is o. ou ko; ..ro.,rr. rr r;;.i,,1];Jl"X;iltfI*T. ;i:lAsele; Chief Economist, Mr..Musembi ,;;;;;;il;.am coordinaror rMWDp, Mr.I:lf:,i.,":1:T;:;'l i,l', 

Accounrant, ;;;1 ;,;;L Mwangi; pM - Kcnya warer
a_trduce cvidence 

". i;; ;;fi ;"J;ffi , :1,**:jiir jo r a 
""a ii,; r"n", i"llo", r,,"

"Y;:1,il1. Hffi i : lJ :il 
ri rv ro r * " .,,,,.,"i' *,:';; r' : ; #;.Tff ',:::[ :LT:

this report, e submissions table<I by thc accounting officer are anncxed (o

Basis for Adverse Opinion

401. Budgetary Control and performance

401.1 Exchequcr Relcasc

The exchequer release of Ksh

*:t*in:i5i, ji:,fiffi 
,r,.;:",:,*,T:];,H.T],#.;i,ifi::

l'eat ehd.d 3f Jyn. 20 I 5
of h. Repd ol he ; udttot-Geherot on thc Financial Statcments lor rhe National Gore a



Vsrirnce
(lGhs.)

Actual (Kshs.)
Budgct (IGhs.)ItemN

o.

0
2,0s3 ;7 92 ,790

2,053,792 ,"t90Recurrent

3,638,587,23115,442,540,046t9,olt,l2'l ,27'7DeveloPment

638,587,231317,496,332,8362t,134,920,067Sub Total

2,13'l ,65'1 ,463100,776
2,137 ,',l s8 ,239A-I.A

Recurrent
3

4,E89,4E9,700
9 ,534 ,267 ,217

t 4 ,423 :1 56,9'l'7A.I-A
DeveloPment

I

'l ,02'l ,147 ,1639.534,368,0s316,561,51 5,216
Sub Total5

665:734,394
27.030,700,889

3'1 ,696,435,283Grand Total

The exchequer shortfall negatively impacts on

projects for the year ended 30 June 2015'

Submission bY Accounting Oflicer

The State Department for Water and Regional Authority- had an approved budget of Kshs'

21,134,g20'O67in the FY ZOr+lZOfl"" oiwhich Kshs' l7'496'332'836 was received from the

National Treasury resulting to an 
'nde' "xp"nditure 

of Kshs' 3'638'587'231'

the planned and budgeted development

The under exPenditure is due to

a) DelaYed submission

within the ministry.

of exchequer replenishment request from the imPlementing SAGAs

Lengthy procurement process for goods and services in conformity to the requirements of
b)

various donors

Lengthy processing of funds from the special project accounts to the resPective Projects

c)

accounts in commercial banks'

d) Delayed budgetary allocation where funds are uploaded in IFMIS too late to the closure of

Reat on rhc *omrnarion
Yclor ended 3P Junc 2015

Lhe Audrror'General on lh. Finoncial Sttknen t Govmm.ntfor he
the Financial Year

F



Committee Observation and Finding
The State Department for W

:,,:i,if,,J*;[##,1,.;i l',ff # fl , il',IT::, #;Xiilffii I
(approximatery rz.zz p".""ni]l'ing 

to an under expenditute or x.rrs,

udget of Kshs.
received from
3,638,s87,231

I. The Cabinet Secr
a *er a do p tio n 

" il:I" li"t,Ti T, l;.""l,:fi :[ :_ T,[ ilJ: il: Tn J:]execution probrem.o.f persistent o.r",opr.ri rrdget exchequer rerease shortfarsthat adversety affecf imptemcntr,,;;;;;;;;;ment 
programmes and projec*; and2' The rntegrated Financiar Management Information systems (IFMIS) haspersistently becn reporred by the AJcounti", o.1n1r, ,. 

" ni"r.rr". |, ,i.,oro*",
ff:",ffir:lrr*.atso 

been ur",r to.ipr,on p"riT rr.1r". ,n" C"or"i.."r*"o 
",submi*o*"*,,,11"iTi,j.IilT",ffi ,:T;:;,,?":*."Jj:;:X:kt*"msupport timely budget execution and."ut toopt it". ar r,rr* riO"r;;;rr:,j40I.l.l Recurrent and Developmcnt Grants

The Department received Ks

:::,:T o, 
"n "" *" o"#,i,i" 

i,1.] {i ?"iir.i:T,'#, ill' :: lg:::i.H:jjorrt of the budgered amount olKshs. ,r. *r..r'i).r)r, ,"rrr^Kshs.3, 638,587,23l for the development r.";;r. 
'- " '-Jurlrng to unexplained variance of

Submission by Accounting Officer
The accounting officer admitted that it was ..ue that the departrnent received Kshs.2'053'752'790 as recurrent granh as pcr the approved budger cstimare. further rhe depanmentrecerved Ksh 15' 42,540,046 u, 

"*ih"qu", 

-ii."r"-"*""t 
the budgeted amount of Ksh.19,081,127,277 resulting to unexplained variance of Ksh.grants. - -'ie^Prs,rvu vdrrance oI Ksh. 3,638,587,231 for the development

Committee Obscrvation and Finding
The State Department .O"n:19, percent of its approved recurrent budget while itil,ilffi:rfii;*.i,#irj!-out or the ;;;J;;""ropment budger or Ksh.
Kshs,3,63g,5g7,231. 

4/2015 resulting into the reported under-expenditure of

Committee Recommendations

on the Examihatioh
Year ended 3 June 20 J j

the Rep ofth. Audi, Financial Satene nts for rhc Narional Go



Committee Recommendations

The Cabinet Secretary for the National Treasury shoutd within three months (3) after

adoption of this report p" t"'pf"""'" i*mework to. address the budget execution problem

of persistent development flaget exct'equer release. shortfalls that adversely affect

i.ni....,r,t". of development programmes and projects'

401.1.2 Appropriations-In-Aid Recurrent and Development Grants

The Department realized Kshs l0 O' 776 asAppropriation in Aid recurrent grants out ofthe

budgeted amount of Kshs2' 137'758'239 resulting to unernlained variance of Kshs'2'

l3'1,65'7.463. lt was noled thar the Depanment '"t"iutd 
Kshs g 

'534 '267 '2't7

developments A-l-A out "f 
th"'i'ag*a u*ount of Kshs' l4'423'756'977 resulting to

unexplained variance "f 
220 il;;;'q'st'''oo The schedule availed in support of this

amount added up to Kshs .,'ii'i-'qoisaiagainst the figure in the financial statements of

Kshs. 9,534,267,222 resutting;a" '"*t""Ul" 
vurianc" of Kshs l'758'864'3l l Further'

management did not provide ari -"G'"iit'" o**T]:" make up that figure' It was

noted that funds from ,uriorri"r"roprent partners amountins to Kshs.237' 912,343 were

not recorded in the Departme'nt= Uoot' tn addition' loans am'ounting to Kshs 58' 097'447

received in form of direct ot;;;;;" "o1 
recorded in IFMIS system thus not forming

part of the ledger t'ansactil"t 
'i"'"t"tt'y' 

the A-l-A has not been recorded and

(a) Appropriation-In -Aid Recurrent

(b) lt was true that they realized Kshs' 100'776 as Appropriation in Aid recunent grants out

of the budgeted ^''** 
;;d;'-2'137 '758'239 

iesulting to an under collection of Kshs'

2,137 ,657 ,463 'fni' *"' """utitned 
by non-remittance 

-of 
revenue by the Water Service

Providers to the Water ttt-t"t 
'"*Ot 

in line with the Water Act 2002'The said Water

Service Provide* *t'i"t' *" now under the County Governments with the onset of

devolution, i,ur" 
"ontinu^tl 

defautted to remit the Apnropriation in Aid over the years

resulting to u""",-,tutilli:i;"*t';;"";;"' witt' ttt" 'nu""nt 
of the water Act 2016

this requirement ht' ;;;;tfi"d The Water Boards are however making efforts to

collect this revenue that is in arrears'

(b) Appropriation-In -Aid Development

I1 was also true that the ministry received Ksh g' 534'267 
'272 

development appropriation -in -

aid out of the budgeted r'*] r+'+zs'zt6'977 resulting to an under expenditure of Kshs'

4,889,989,700. The A.l'A 
'' ";iv;;;i;l;ft"' 

*o'k has been done and pavments processed and

paid through the National Treasury'

The under exPenditure was due to:

accounted for ProPerlY'

Submission bY Accounting Officer

i Exaninorion of rhc

Year ended 30h June 20 l5
Repo,l, of th. Arditor'Gen erol on the Fi,anciol S bLme nts lor thc Nationo I Goremnent for lhe



l]-,"krlflY^'ocurement 
process for goods and services in conformiry ro rhe requiremen* of

O) 
, *yn, funds flow processes where by the certificates have rn hoand SAGAs tten submitleo ro the ministry for further ;lj1:,1"_o:l.cessed 

ar the project
submitted to the Nationar r..".u,y ;;; ffi ,;,#fi;J::::jl,nr ,T" certificares are rhen
donor in their counrry or resjdence ror 

".; i;#; "i il:';:ffi1fr::t ;: iTji::r::,$:
ff l[:i:x#, il,I",fi: :1.1,:: I;ffi ::::. r, " 

* i *. 
", ;;;;;;;;, ""i,, J0,", "*

,tL a?1;#r:ldserary 
altocation where funds are uploaded in IFMrS too ,ate to the closure of

The accounting officer admitted that:

It was also true that the schedure avaired in support of the amount ofKshs. g,534,267,277 
addedllri [iii,,i;]l11:?:::":: 

the.nnanciar 
'"[,",o-,"*,,ing ro an unexprained u.run"" or

rt was true rhat roans,_",,IT,TI'.T,": ,y;;ri;:::::rovidedtoth"Audito.. 
-'*''

books, this was occasioned b

;;f,,1.",iil,,i"l.,,,,- lJ.T;*mX,,ffi,,T i::il;ifftl
Department,s *"u.. *t."*"t 

amounting to Kshs 58,097,447 *".. noa .""olo.o' ," *"
.**mJ,-,",;##ff 'tfl "'tl",::;tT'J''ii:T1f; 'Tl;,;"ru.:ru:
Committee Obscrvations and Findings

l. The State Department,s

:ii,;f i;,,i,;i.; jlil":,,:,,1;l#,"i[]ll"i*?,f liH:l;1,;,j_,1,:l,,1J
, 

#",:fl1:;l :,;1tr:;;ir",*pment 
A_r_A of Ksh. 14,423,756,e77 reatizeda*uar ngure

4,889,4g9,700; 
representing a development AJ-A under ."ii""., ""r' 

,ir,r.

3 The schedure avaired to the Auditor-cenerar to support ofthe amount ofdeveropment A-I-A of Kshs 9'534,267,27? added up to Ksh.. )iii,.ior,nuuin the financial statemen*rezurring ro variance of Kshs r,75 g,g6o,rti*i,.n *". i.,ot .xprain"d at the time of audit;

4. The financial statements 
:::.::l.d by the Accounting Officer were not up to dare. Loansamounting to Kshs' 237,gr2 ,343 weie r", ...",*',? r"ne srare Deparrment,s books andvarious funds amounting to Kshs. ,f ,Or,,OOi *,Department's books. 

Jv'wzt'1+t were not recorded in the State

on the Exannoion
Year ended idr June 20tj

the Repo ofhe ludiror-General on rhe Finaniial Strtements fot the Narional Go|emi



Committee Recommendations

1. The Accounting Officer responsible for the- State Department should set realistic

recurrent and developmln' i-io *"" in the financial vear and work towards achieving

the set targets to uuoiJ e-t-e' ""u""nt 
undttp"'fo'trn-te which hampers budget

execution and service delivery;

2. The Accounting officer should ensure that the entiry keeps complete financial and

accounting ,.to'a' tnu'" "o'"pif*ith 
p'o'i'ion' of Seciion 68(2) of the PFM Act 2012

and that the financiar and accounting records are presented within three (3) months after

the close or ,n" finunliri-v"u. p-urruun, ro the provisions of- Articre zz9 of the

constitution or r.ryu io I O una s".,lon 68(2k) of the PFM Act 2012

401.1.3 Proceeds from Domestic and Foreign Grants

The proceed from domestic and foreign grants balance of Kshs' 1'700'766'404 as at 30

June 2015 did not have ""trv'i' 
Jih""p'olttt und th" d-:Y entity' During the year under

review, the Department t'"0 t" UJg"i 
"fKshs 

3' 022'250'000 but the actual receipts were

Kshs.l, 700,766.a0S resutting??" '""-Ot"''"a :T*'l 
of Kshs'l' 321'483'595' The

huge shortfall will impact neg?ti""fy "' 
planned and buclgeted programs and services'

Submissions bY Accounting Officer

The accounting officer admitted that it was true that they had a budget of Kshs' 3'022'250'000

under proceeds from domesticl'O-i"*t'n 
"""ts 

but actual receipts were Kshs' l'700'766'405

,"Jtingto a shortfall of Kshs' l'321'483'595 00

The Shortfall was occasioned by delay in project implementation due to:

i) Land compensation procedures and processing where allocation is not adequate (budget)

ii) Delay in procurement of contracts due to lengthy procurement procedures

iii) Delayed budgetary allocation where budgets are approved late in the financial year'

ItwasalsotruethatananalysisofgrantsanddonorertityamountingtoKshs'l'700'766'404was

""i**iJJ- 
,nis has since been provided to the auditors for review'

Committee Observations and Findings

1. There was no analysis of projects and donor entities for the proceed from

domestic and foreign g*r^'itt-i"'""t" of Kshs' l'700'766'404 as at 30 June

2015;

2. The State Department had a budget of Kshs' 3'022'250'000 for proceeds from

domestic and foreign tt*tt o" tie a"tual domestic and foreign received were

Kshs.l, 700,760'lOSt '"t'fti"g 
to an unexplained shortfall of Kshs'

1,321,483,5 95 in the financial Year'

the Eranination olthe

I

3di Jvne 20 ! 5

Repod of the Aeditorcene i on the Financiol Sanen nlsht th. National Govemnent lor the
e



Committee Recommendations

I' The Accounting officer shourd ensure that the entity keeps comprete financiar and
;ii;:H,il'::::T # *:Tf,: i;l;H";:*lrv with provision, o r s".ti* eslz;
within three (3) after the close of the financial ,accountinB 

records are presented

i;:;,, :3' 
o r th e co n s ti t u t,,, ;; ;;; ;; ;il:, :"..ffi lllfi 

,}i,i,"H[, 
ill

2' The Accounting officer responsibre for the state Department shourd set rearisticbudget for proceetls of domestic ,rU ,r.",r, ,.""U ,, the financial year and worktowards achieving the set targets ,o 
""oid ,=raio",

execution 
"n,l 

s"riic" delivery ' rformance which hampers budget

40I.2 Expenditure Butlget Analysis
The comparison for budget and actual am
overall under expenditure ofKshs. I I,276

ount on the expenditure for the Department reflects an
,790,634 as listed below;

The huge under expenditure 
.

services. 
negatively impacts on the planned Department,s programs and

r on the E atntnation

No. I tcm Budget (Kshs.) Actual (Kshs) Variance
(Kshs)

Use of goods and
services

I 571,417,623 495,491,802 75,925,820

,)

5,421,t t6,ot7 3,082,760,703 2,338,355,3 l3

3 3 Other Crants and
Transfers

4,450,000 3,445,6t0 1,004,390

I Acquisitions of
nonfinancial Assets

31,099,2962s4, 22,237,791,

143
8,861,505,1 I I

Total
Expenditure

Ovcr 37,696,435,283 26,411,927,956 11,276,790,631

Yeat ended ) Jun. 20 i s
ofth. R.pd o/ the Audt Ftnancial Sratenei rhe Natonat Goyemni e

I

Transfer to Other
Gov't Units



E:--

Submissions bY Accounting Officer

The accounting officer admitted that it was true that they had an overall under expenditure of

*rn. ii:iu,rsl,634, and the under-expenditure was as a result of:

a) Delayed submission of exchequer replenishment request from the implementing SAGAs

within the ministry'

b) Lengthy procurement process for goods and services in conformity to the requirements of

various donors

c) Lengthy processing of funds from the special project accounts to the respective projects

accounts in commercial banks'

d) Delayed budgetary allocation where funds are uploaded in IFMIS too late to the closure of

the Financial Year'

Committee Observation and Finding

The State Department for water and Regional Authority had a total approved budget

of Kshs. 31,696,435,283 '"'ii" 
rv iouliots *"ttitt the actual expenditure was Kshs'

26,44l,921,g56resulting t"' " ""*" under expenditure of Kshs' ll'276'790'634

Committee Recommendations

I' The Cabinet Secretary for the National Treasury-should within three months (3) of

adoption ot tt'i" '"polt iil'il;;; 
t;'":"t-l to address the budget execution

problem of persisten; i'ag"t 
't'"ft"quer 

release shortfalls that adversely affect

implementation of development programmes and projects; and

2. The Integrated Financial Management Information Systems (IFMIS) has

persistently Ot"rr t"po""-O-fy ittt ei"ounting O-fJicers as a hindrance to the budget

execution and has "r* 
i*r'r*o to siphon pubric funds. The cabinet secretary for

the National ft"""f 'ttoutd 
within three months (3) of adoption of this report

submit to *,e Nation"i i.#,, "" 
iirrs reconfiguration plan that support timetv

budget execution "nJ'""1 
loopioles for misuse of public funds'

401.3 ComPensation to EmPloyees

401.3.1 Unsupported Compensation to Employees on Unrelated Expenses

The Department budgeted to spend Kshs 600'155'38? ll^tltp"ntution 
to employees during the

financial year. The u"tuu' "*o"tnil'u'" 
*as ftns ozz'11t:1" resulting to an unexplained over

expenditure of Kshs 22'283';;;;;;t""" The-financial statement figure of Kshs 622'438'698

is at variance *ith tt. g"n".Jl l.or., ir""* ofl(shs. 584,835,585 resulting to an unreconciled

difference of Kshs' :Z'Ooi'ffi 221' The.Department paid Kshs6' 319'147 as lea.ve

commutation to 3+5 memUers-oi staff who had already apolied for leave and were paid leave

allowance. This amounts to double benefit and is contrary to Goutrnrn"nt regulations Further'

Reoort on the Eumtnotion
v"u ended 3d^ Juc 2015

rt oJ th. Audior'Ceneral in rhc Finoncial Sanenents Govamncnr lor the



3. The State Department incurred an expenditure amounting to Kshs, 99 ,994,391purportedly for salaries and allowances for the month of April and June 201
r ol rhc jtuduor-Genera I oh he Financiat S.tote ne n ts Iot the Nationa t Govcmnea for rhi

5 which
Rep4 on th. Etuh

an amount ofKshs. 99, 994,394 paid as salaries to the D

ffi::',:ff: #iil:l H' 
d o-c u m en ts r "a J 

" 
r 

"', I 

" 
ffi l'il j';;I: ,;fi 5:Hll;::

submission o, o".""rr,r;:;:98 
is an unrelated expenditure 

"t"'"ti"g t;'L;'',\'o'tu,'*'

The accounting officer responded by noting that the originar budget was Kshs. 650,r55,3g6which was revised downwards.by.Kshs. ,r,r"rr,6ir,'"", ; ,f,. ,ir.-,f,"..rpJr.,iol, o**,
;i',,1r};t,,t 

olthese funds had alreadv o".r'.r.r,.irr,,ing to an over expenditure orrrnr.
The variance ofKshs. 37,603,1 l3 between the financial staand the general teag". bulunc" of Kshs. 5g4,g35,5g5 was 

^'l"nt: 
balance of Kshs. 622,43g,69g

Iedger which wus la-te. 
"o.re.red 

to read Kshs. 622,43g,69r; 
a result of miss-posting in the IFMIS

The State Department paid Kshs.6, 31g,747 as reave commutation to 345 staff members who

1ili!, ffir,::',f :' ;:: H::[r" *i;;_i::" :i:r*.-, .r du,y rh;; ;"," 
"i," o",o

accordance with section li; 
1 ", nurun n"rorr.. ;;;:::,ffff::.r;,i":ril"ff ilil:Public Service of May,20t6. This did 

"", r;;;l;;;"_.
il'"T:ff :ffi iil:;:::::t':ti::.r".1!"d';";;i?#,:JJ:ff i:T,::H'::T#j
was acruary sararies and .':iH::::i'# ,?';'ltilJ l"r*ffl,,""-: n:rrrily;ifrXJ
;:il11:,.,l 

Kshs. 95,695,457 and salary 
""r.n".r'o.,o""rtside the payro, amounring to Ksh.

ffrlrlffi ?"rtij"j:iJl;I 
true that rhere was unrerated expenditure amountins to Kshs.

,i n.. u".n-.#.ffi ;;JlT;T:I[::fl [:::H: L:]:: 
r iv r s c*",lii"o'"., in o n,,

Committee Observations and Findings
l. The State's Department- a-pprove<I budget for the Fy of Kshs. 650,155,3g6 wasrevised downwards hy Kshs. ,O,OOO,Or0] in."r*.procedure and this arrected 

"" 
;;.;;;;;,;;;;;::J,,;,Jii l.:117.:::::il::,:;Kshs. 22,2g3,309 in the financial year;

2' The Integrated Financiar Management Information systems (IFMIS) which wasintroduced as part of tlrc,f uUlf arr^""" *"rr*ement (pFM) reform initiativeaimed at automating and streamlinir*, ;;;;;processes and proc"Jur"s has not ,", ,o u*-,[i:[JH:"i#T::fi:;statements and record keeping is stirr riddred *iir, u".i" anomaries such as miss_posting in the IFMIS General Ledger; and



were amounting to Kshs' 95'695'457 and salary vouchers paid outside the payroll

amounting to Xsfr' l,ziS,eiO'Si' The Accounting officer did not provide the

justification ot maXlng s"t"ry payment of Ksh' 4'243'610'55 through payment

vouchers and not through the IPPD system'

Committee Recommendations

l. The Cabinet Secretary for the National Treasury should within three (3) of

adoptionofthisreportembarkonputtinginplaceaSupplementaryBudget
Appropriation Framewo'k that meets the minimum constitutional threshold as

enshrined in Article 223 of the CoK' 2010 and in compliance with the letter and

spirit of provisions of Section 44 of the PFM Act 2012 as opposed to the current

practice where approved budgets are revised sometimes even within two months

at the start or before the close of the financial year;

2. The Integrated Financial Management Information Systems (IFMIS) has

persistently been Uedevited by uaiious challenges that impede effective public

finance manage'"ni 
'n" 

Cafinet Secretary for the National Treasury should

within three month; i3) of adoption of this report submit to the 
' 
National

Assembly an IFMIS uuoit rra reconfiguration plan that support timely budget

execution and seal loopholes for misuse of public moneyl and

3.TheEACCshouldinvestigatetheexpenditureamountingtoKshs.99.,994,S94
purportedly for payment Jf salaries iid "ll:Ii:*t 

for the month of April and

June 2015 *hith *'t;";tounting to Kshs' 95'695'457 and salary vouchers paid

outside the payroll amounting to Ksh' 4'243'610'55; and

4. The then Accounting Officer should be hetd accountable for failure to provide

the justification of making salary payment of Ksh' 4'243'610'55 through

vouchers and not through the IPPD system as required by law'

401.3.2 Irregular Expenditure on Seconded Emptoyees to NWCPC

The Department seconded 423 members of staff to National water Conservation and Pipeline

Corporation(NWCPC)inuu.io*"o,"operations,whichincludedrilling,electromechanical,
land survey and water t"tt'ni"iun' elthough the Department has explained that the officers were

seconded when the Department ceased to imprement technical projects attached to the Boards' it

is not clear and the Departmtnt t'u' not explained why it continues to pay officers who are

serving other statutory uoai", o, *rrftr," officers cannot be officially absorbed by the Institution

Inthecircumstances,ithasnotbeenpossibletoascertainthecompleteness,accuracyand
prop,i"ty of compensation to employee's expenditure of Kshs'622' 438'698'

Submissions bY Accounting Offi

The accounting officer resPonded

absorbed bY NWCPC as Per the

cer

by stating that the employees deployed to NWCPC w:r: to:e

,i-tf". ,f- and staff deployment guidelines issued by the

R.@rt on th. F-tannation
Y.ar.nded 3d' June 2015
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Permanenr Secretary (p.s) Mwr Vide Letter Ref. No. MWR/005A/ r/2/4r dated30th June 2005.

fflt"ffi 
"'"",::'lT i::r "'"" "u, 

tt'' vi'i'ov iould conti,," paving thern after which
condirions of service or,n".,l,lll,.r.,s 

of emptoymenr with NWCpC accordilg, i1,l.,...r, *a
Over time, there had bee
recommendarion,no,tr,"nu.$lTT.il,l|:yil:lffi;::).-"fl:"::rT;r.L::,i".}:
No. MWI/pARASnO/2sA VOL.V/I6 d.r.d lil';;;;
been unabie to urro.i_tr,. 

";;"":""::::_1,,1 
jil**, 2016. Since the Corporation had

organizational structure - 
' emPloYees due to budgetary constraints, devolution'unJ un.l.u,

to the ministry.ir..,i""l.1'jll,";ri:-ffi:,:ii:."Tr,Ii:,* redeproved in.'.,0i** *.u
5r5 0f2016 rhat was determined r, zorz 

"ii,"ri"*;', 
'proyees soughr court redress _ case No.

Ministry. The later r,aa no outigation to absorb rhem into,remPloYees 
be redeployed back to the

now absorbed l, tr," .irirti as per the court order_ 
teir establishment. The employees are

Committee Observations and Findings
I. There u,as reluctar

piperine 

"".0".,;#"1n'iuJl:,i:T::I 
"# J:::::,,- 

*, *r Conservation and
Min isrry or wa ter to a bso rb *r e em proyees ;, ;::J:#::ffi:f [,&[lTJl:
;;lt'*' 

bv a letter Rer. No. MwI/pARAs;;; ,rro uo".u,rutrated rTth F"b.u"ry

2' The emproyees who were secondeti to Nwcpc from the Ministry of water were notabsorbed by the NW.CpC and_ wcre ."a.nmV"A.g-""k to the Ministry after theysought court redress through Case No. ,ri 
"i rOrU that was determined in 2017;

3' Thc Ministry had justified rcasons for continued payment of sararies andremunerations to the 423 members of staff who rconservation and piperine co.poori;; o;ilffff;:li:1":J:,,11#,1 *.""
4. The Committee marked the matter as resolved.

40I.4 Grants and Transfers to Other Government Units
The Shte Department had an approved budget of Kshs. 5,421,116,017 on this item against theactual expenditure of Kshs. 3,082,712,904 resulting to an under absorption of Kshs.2,338,403,1I3. Further, the manual cash book had a balance ofKshs. I5,376,990,056 against rhefinancial statements balance ol. Kshs. 3,082,712,904 resultin g to an unexplained difference ofKshs. 12,27 9,46 1,847. Further, the IFMIS had a balance of Kshs. I 8, 826,984,234 hence resultin cto a variance of Kshs.l5 7 44,27 I ,330 . Included in the transfer to Other Government Uni tsbalance of Kshs.3 , 082,712,904 as at 30 June 2015 are unre lated expenses amounting to Kshs.7598,869 resulting to overstatement by the satne amount An amount of Kshs.224 600,000relating to thi s account was not recorded resulting to unde rstatement of this item by the same

6,
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amount. In the circumstances, the correctness, completeness and accuracy ofthe transfer to other

Government Units balance of Kshs'3' 082'712'gO4 could not be ascertained'

Submissions bY Accounting Officer

The accounting offtcer responded by saying that the transfers to other Government entities in the

period were Kshs 3,082,760,7;;';;"t;st o:n upp'o'"d budget of Kshs 5'421'116'017 leading to

under absorption o, 
"'nt ',"t'+o:litf 

mt snce" aio not requisition for Exchequer on time

to enable processing to the National Treasury' this led to the under absorption'

ThemanualcashbookbalanceasattheendofthefinancialyearwTsKshs2'046'324'85andnot
Kshs. 15,376,990,056' The iinuntiuf sutement balance was Ksh 68'045'127 analyzed as

Recurrenr Ksh 46,782, O"r"rop,nlni rrtr, z,o+o':zs and Deposit Kshs, 65,751'822' From these

balances there was no unexplained difference'

It was true that IFMIS had a balance ofKshs' l8'826'784'234; this is a systemic problem that has

been brought to the attention or rt . Nu,ionur rreasury and will hopefully be sorted out once the

;;r; ;"";t"r.nt module of IFMIS is tullv functional'

The unrelated expenses of Ksh 76'578'869 and the unrecorded amounts of Ksh 224'600'000

*.r. ,irpor,lng in the periods that were later corrected'

Committee Observations and Findings

l. The State Department had an approved budget of Kshs' 5'421'116'017 in the FY

2[r4t2or5 for grants and transfers to other government agencies. However, the

actual grants and transfers to other government agencies was Kshs' 3'082'712'904

resulting to non.t,",..f",. of Kshs. 2,338,403,113 *"hi"h *". occasioned by delays in

requisitlon for exchequer by the various SAGAs;

2. There are persistent systemic challenges with IFMIS record keeping where for

instance' in the financial year' the State Department's IFMIS had a balance of Kshs'

18,,826,784,234, "nA 
un"f"t"O expenses of Ksh 76'578'869 and the unrecorded

amounts of Xsfr ZZI,O*OO';;;*" misposted in the IFMIS system' These challenges

have been ""ntin'o"fy- 
f 
'ought 

to the attention of Cabinet Secretary for the

National Treasury by the Accounting Officers'

Committee Recommendations
-Autonomous Government Agencies (SAGAs)

1. The Accounting Officers for the Se

should at all times make their requ isition for exchequer in time to enable the
nlI

Accounting Officer of the Parent MinistrY/State Department transmit to the

National Treas ury for Processing in line with the Provisions of the PFM Act 2012

ational Government) Regulations 2015; and

I

RPDorl on he E r tnation
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2. The Integrated Financial Management Infor
persisren rly been bedevired 

^uy 
*.rr r.' 

"r, "i;"'""JI, [T,];::T'"rrtlIirl, ff:finance management. The Calinet ,*.*rr-ri, the National Treasury shouldwithin three months (3) after aaoptlon of 
,tnii

Assembry an rFMrs audir and .".onngrruior'il;rili:l[;:r:r,,*:,r-;ffi:l
execution and seal loophole for siphoning-punti. rn,or.y;

401.5 Acquisition of Assets

Included in the acquisitio, 
"f ^::,: balance of Kshs. 22,237 ,791 , 143 as at 30 June 20t5 areunrelated expenses relating to disbursements a;";;85,e80,ee4. for general ofi". .trtion".i";,,i.nr: ;;';, r;t1Tl fl #hr"j:":rlj; liiii.6,374,955 on air travel. No adjustments n."" i"", O"r.'a.ictify *ri, anomaly.

Submissions by Accounting Officer
The accounting officer responded by noting that it was true that included in the acquisition ofassers balance of Kshs. 22.237,7.,, i3 r; 

"; ;;;;" 2015 areexpenses retating todisbursements ro other agencies of Ksh.7, irr,rri,', **., 5, 98O,gg4 for general officestationeries and Ksh'6' 37 4'g5.5 0n ui, t.rr"r.' rt,r, 
'i, 

i"".r." ,n" deveropment projects have aone-line budget from which all expenses 
",".h"rr;;. ;;;;;all paymentsLad". rl. unorriuty tas since been co*ected. 

' rojects also maintain an analysis of
Committee Observations and Findings

l' There was undue treray by the Accounting officer to make adjustments in theacquisition of assets balance of Kshs . ZZ,ZllliiSA3 as at 30(h June 20I5; and2. The acquisition of a

other agencies 
",.":,ii;{lii:".:il*:;:."JffT:_:::;lT,Jtj:::,,,,,,"H:,:",;Ksh.6, J74,955 on air travel which was 

"o"r."iua after the audit process.

Committee Recommendations

Thc Accounting Officers should ensure that the entities nrrfi nanc ia I and acco u ntin g,*.*.,y1,0 r.. ."*";, ;fi ,;:l:il:Jlr:ffi 
;rr*l ;:"1:.H:of Section 68(2) of the pFM Act2,r2andlhat the f;;;;;;, accounting records are presenredrvithin rhree (3) after the crose of the ,in*"irl y"* pi;;;; r" the provisions of Articre 229 afrhe constiturion ofKenya 20r0 and section 68(;k) o;;;;;; Act20t2;

401.6 Other Grants and Transfers

and ransfers balance of Kshs. 3,445,610 as at 30 June 2015 composed ofture in respect of subscription to membership to int"rnutionui organizations. Itear why the vore was posted with *.ong 
"*p*airu." JnJnl urn"nor.n, *u,the anomaly.

The other grants
unrelated expendi
is therefore not cl
effected to correct

Year ehded 3d' Junc 20t j
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and transfers

Submission bY Accounting Officer

The accounting officer noted that it was true that other grants and transfers balance of Ksh'

3,445,610as at 30th June 2015 ;;;";;;t"luttd "'ptndit're 
in respect to subscriptions for

memberships to International ;;;1;;;;"' He also noteJ that during the vear under review the

item for subscription"o tnt"'nl"iJnuil'g-i'u'ion' *us budgeted under this item of other Grants

Committee Observations and Findings

The other grants and transfers balance of Ksh' 3'445'6llas at 30s June 2015 included unrelated

expenditure in respect t" "#'t0""" 
for memberships to intemational organizations' This

*r'ong po*ing .f expenditures *a' not cor""t"d in time for audit'

Committee Recommendation

The Accounting Officer should ensure that the entity keeps complete financial and accounting

records devoid of anomalies ;;;i;;;; with the irovisions of Secrion 68(2) of the PFM Act

)o ii *a that the correct n;;;;d;'li*:,1Y*."i"rffi:['ir;:?[:^::1[iffi:1;
oiirlt 

"rot. 
of the financial year pursuant to the provtstons t

L"r^ joro and Section 68(2k) of the PFM Act20l2'

402. Presentation ofthe financial statements

402.1 Accuracy and Completeness of Financial Statements

The financial statements presented for audit did not meet the basic requirements under the

International Public Sector ;;;;; i'""a*a' under which they are purportedly prepared'

The non-comPliances include:

i. Some ofthe Department,s bank accounts (projects) were not disclosed as required;

ii. Notes to the financial statements do not offer details of the figures in the financial

statements;

Included in the financial statements are accounts payable whereas the basis of preparation

is cash accounting rather than accrual;

The Department did not have a comprehensive asset register;

The comparative figures (opening balance) werl 
lre 

combined "l.,:*t 1,"*1tt:i::,:::
Ministry of Environment, Wat""r and Natural Resources rendering the compartson

l.

impossible; and

vi. The cash flow statement shows adjustments during the year of Kshs.312, 351,715 that

have not been exPlained' (vii) The financial statemen ts as at 30 June 2015 did not meet

the basic requirements as prescribed by the Public Sector Accounting Standards Board

ol.6 (78) dated I JulY 2014'

3dl June 2015
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Submission by Accounting Officer

Ili'i"''rT.,,}:"Lffi:;:::::^'-tllu was true that the Financiar statemenr presented to

.psAS) *u"r,,n"r',1"."-,::,:ffii:H::i:?'#Hl.lJ:lf ;;:.f :#::*.;q":,n:::!(i) Some of the department's bank_accounts (projects) which were not disclosed have nowbeen disclosed and included in *,. fn*uffi IIpsAS; 
rrr ur' rlnanclal shtements as per the requiremenb of

(ii) Notes to financial statements which were missing have now been provided;(iii)It was true that Included in the accounts payabres are amount of deposits and retentionswhereas rhe basis of preparati"" 
"f fi;";;;r ;tarements is cash and not accruar. Theamounts are retentions held on behalf of third

work is completed; Parties and will be paid out once the

(iv)It was true that the department did not have a comprerrensive asset register, a completeasser listing is now avajlable rna tl" a"punr"nt is.in the process of preparing acomprehensive asset register, tt 
" 

p.o""r, iua U.
in the Ministry; 

--- 'v6rr'vr' qrE PIU'ess nad been delayed due to the many changes

(v) It was true that the
c, o s i n g ba an ces :iif :1'i .:lT:1, ffiT,:,,il,:? ::li1i:,ffi " i::J:;:,;::happened because 

_when_.tlr" 
U;rlr,.V .pf,,"i ,,n,o., of Water and RegionalAuthority as the mother Ministry this siu,"'o"pui r""t was Ieft with a, the barances;(vi)It was true that the audited accounts hadthe figure of Kshs. 3 12,351,? 15 however, theaccounts were later revised in agreement witi theright account; und 

''"'"" !r dtsrcsrnenr wlth the auditors and the figure posted to the

(vii) The financial starement as at 3OsJune, 20lS did
Accounts strndu.d. ;;;;; ,r*,l"lT'l*1',1) 

drd 
.not 

conform to the pubric Sector

recentry introdu c".' ,l:IlJ::i X,i,,:,$:::J: 
it was 

.the 
uun,,,,* ;; ; *.

nnanciarstatementshave-.sinceb..,;;;p;;;ffiJ#i:iJ.xHo*,i.,.rff 
lJi;rhe external auditors on 2nd May.rO,U f"i,"ri"* "

Com mittee Observations and Findings

The financiar statement presented by the entify to Auditor-Generar during thefinancial year did not meet the basic ."nri."r"r*,rri"ftrr".rrtior"l public SectorAccounting Standards (IpSAS);

The financial statements did

::y o", 0 ; ;; tu h ;il! "iljjl,:,I:,1",fl::j.,,,J. 
Jffi :: "1,:, :f j Jl;statements in a form that complies wittr the relevant accounting standards

I

7
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prescribed and published by the Accounting Standards Board from time to time;

and

3. The Accounting officer did not disclose some of the bank statements for projects

contrary to the provisions of Section 9(le) which gives the Auditor-Genial powers of

unrestricted access to all books, records, returns, reports' electronic or otherwise

and other documents of entities; and

4. The Accounting Officer failed to prepare in time comprehensive asset register with

a comptete asset listing as required under Regulation 143 of the PFM (National

Government) Regulations 2015'

Committee Recommendations

lt | = ':F;;:::*;AA;fr" E ",,"'',., ,lk, RePo4 ofthe Audiorceaerat on the Fnancol Sllte,l'nts.

YeLr ended 3d^ Jue 20t5



l' The Accounting officer shourd ensure that the entity keeps comprete financiar and
accounting records that meets the basic requirement under International public
Sector Accounting Standards (IpsAs) in compriance with the provisions of section
81(3) ofthe PFM Act 2012 and that the correct financiar and accounting records arepresented within three (3) months of the crose of the financiar year puluant to theprovisions of Articre 22g ofthe Constitution ofKenya 2010 and section 6g(2k) ofthePFM Acr 2012;

2' The erstwhire Accounting officer for the State Department shourd be investigated
by EACC and DCI and if found culpable charged with:
i) Fairure to disclose some of the bank statements for projects contrary to theprovisions of Section 9(te) which gives the Au;ito;-Genial po*e.s ofunrestrictcd access to all books, records, returns, reports, electronic or

otherwise and other documents of entities; and

ii) Failure to prepare in time a comprehensive asset registcr with a complete
asset listing as required under Regulation 143 oi the pFM (National
Government) Regulations 2015.

402.2 Statement of Cash flows

Under the statement of casrr flows, the opening barance of Kshs. 69,355,05g is at variance withthe cash at the end of the previous period of Kshs. 9r3, 355,05g. Further, incruded in rhestatement is an unexprained item described as adjustment during the year of Kshs. 3.r2,35r,715.The item is used as a barancing figure in the cash florv statement. In view of the differences inthe figures, the accuracy and completeness of the financiar statements courd not be ascertained.
Submission by Accounting 0fficer
The accounting officer confirmed that it was true that under the statement of cash flows theopening balance ofKshs. 69,355,05g is at a variance with the cash at the end of the previousperiod of Ksh' 913,355,058. Further included in statement is an unexplained item described asadjustment during the year of Kshs, 3 r 2,35 l ,7 r 5. This was occasioned by misposting in accountsreceivables and payabres. The financiar statements were later adjusted and presented to theauditor for review.

Committee Observation and Finding

There was no reconciriation of statement of cash flows at the time of aurit. The opening
balance of Kshs. 69,3s5,0sg was at variance with the cash at the end of the previous periodof Kshs. 913, 355,058. Further, included in the statement is an unexprained item described
as adjustment during the year ofKshs.3f2,35l,7lS.
Committee Recommendation

Reprr on thc E:antnarton of th. R.@4
fcor cnded 3f Jwe 20ts
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TheAccountingofficershouldensurethattheentitykeepscompletefinancialand
accounting records include analysis that comply with provisions of Section 68(2) of the

PFM Act 2012 andthat the financial and accounting records are presented within three (3)

after the close of the financial year pursuant to the provisions of Article 229 ol lhe

Constitution of Kenya 2010 and Section 68(2k) of the PFM Act 2012'

403. Pending Bills

BillsamountingtoKshs'|34,606,29lchargeabletobothrecurrentanddevelopmentvotesfor
the Department for the year under review were not paid in the year but were instead canied

forward to 2Ol512016 financial year. Had those bills been paid and the expenditure charged, the

statement of receipts und puy*tnt' would have reflected a reduced surplus of Kshs' 454'

166,634 instead of Kshs. sssi72,g3l now shown. Failure to settle the bills during the year to

whichtheyrelatedistortsthefrnancialStatementsforthatyearandadverselyaffectsthe
provisions of the subsequent year to which they have to be charged' Further' it is not clear as to

whythependingbillswerenotpaidsincethestateDepartmenthadrecordedasurplusofKshs.
5g8,772,931which was ud"quut. to pay them off.The list of the pending bills provided did not

have the details ofthe tender number contract sum, payment vouchers and the pending invoices

to facilitate audit verification' ln view of the foregoing' it rvas not possible to ascertain the

correctness, completeness and propriety ofthe pending bills balance ofKshs' 134' 606'297 '

Submission by the Accounting Officer

The accounting officer confirmed that it was true that bills amounting to Ksh 134'606'297

chargeable to both recurrent and development for the year under review were not paid in the year

butinsteadcarriedforwardto2ol5l2ol-6financialyear.[tisalsotruethatinthatfinancialyear
we had a surplus of Kshs' 588,772'931'

ThestateDepa(mentbesideshavingtheabovesurplusdidnothaveadequateexchequerfunding
and was therefore not able to settlJ the bills. Some of the documentation to the pending bills

were not received in good time to facilitate payments' The amount of Ksh 588'772'931 related

to other budget items other than where the pending bills were incuned and hence could not be

used to paY the Pending bills'

Committee Observations and Findings

1. The State Department incurred pending bills amounting to Ksh' 134'606'297

chargeable to both recurrent and development during the FY 2014/2015 which were

carried forward to the FY 201512016' Further' the Department had a surplus of

Kshs. 588,772,931 in the FY 2014/2015; and

2. The State Department was not able to utilize the surplus of Kshs' 588'772'931

realized in the FY 2014/2015 since the surplus was not related to the budget item

under which the pending bills were incurred'

Rerr,rt on th. Exannation ofth. Rerytl
Yclar cnded 3f Jnc 20t5
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Commiftee Recommendation

The Accounting officers shour<i at alr cost avoid incurring pending birs in any financiaryear' In case of any pending birs, this shourd form a first charge in the subsequent

ffi;::' 
year's budget thereby impeding smooth imprementation of the subsequent

404. Cash and Bank Balances

404.I Bank Reconciliation

Examination ofthe bank reconciriation statement as at 30 June 20 r5 reveared the forowingunexprained reconciring items: 404.2 Recurrent Account rhe recurrent cash books reflectedunpresenred cheques totaling Kshs.97,2g0,760 including stale cheques ofX.nr. f O;O:,:Jf unawhich had not been written back ro cash book. rurrtrer, tiJs. ts ,5o4,6o2was payments in banknot posted in cash book which is an indication ofpoor financial accountability.
Submission by Accounting Officer
The accounting orficer confirmed that it was true that the cash books reflected unpresentedcheques totaring ro Ksh. 97,28.0,760 incruding rtur. 

"h;;u;; ofKshs.l0, 303,32r which have norbeen written back to the cash book. Further, i(sh. ra,soiioz were paymenrs in bank not postedin rhe cash book rhe amount.of Kshs. rg,504,602 0r povr*, in bank not posted in cash bookwas because of misposting in the cash books, this r, *t .r" puyr"rt made through recurrent bankaccount were erroneousry recorded in deveropment cash book as per the attached schedures. Theadjustments in respective cash books have beln done.

The stale cheques ofKsh. 10,303,32r rerated to barances carried forward from previous years inthe stale cheques account code. This barance has ,in"" Ll"n cleared through the authority ofTreasury ord barance committee in concurrence *ittr ttr" oir,"e of the Auditor-Generar.
Committee Observation and Finding

The recurrent cash books of the state Departments during the financiar year reflectedunpresented cheques totaring Kshs. g7,2g0,760 including stare cheques of Kshs. 10,303,321and which had not been written back to cash boof,. Further, Kshs.lg, 504,602 waspaymcnts in bank not posted in cash book which is an indication of poor financiaraccounta bility.

Committee Recommendation

The Accounting officer shourd ensure that the entity keeps comprete and reconciredfinanciar and accounting records that compry with p.orision. of Section 6g(2) of the pFM
Act 2012 and that the financiar and 

"c"ouniiig """o.d, 
,." presented within three (3) afterthe 

-crose 
of the financiar year pursuant to the provisions of Article 22g of theConstitutionof Kenya 2010 and Section 68(2k) of the pFM Act 2012;

402.2 Statement of Cash flows

Repofl on he Exanhation olth.
Year en&d 3d Juat 20t5
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Under the statement of cash flows, the opening balance-of Kshs.69, 355,058 is at variance with

the cash at the end "f 'h" 
P;;;;; p"'ioa 

-of 
Kshs'913' 355'058' Further' included in the

statement is an unexplained 
"tt'it'"'iita 

as adjustment during the year of Kshs'312 ' 351'715'

in" ti., t, used as a balancing figure in the cash flow statement'

In view of the differences in the figures' the accuracy and completeness of the financial

statements could not be ascertained'

Submission bY Accounting Officer

The accounting offtcer confirmed that it was true that under the statement of cash flows the

opening balance of Kshs' *'3'55p;; i' "t 
a variance with the cash at the end of the previous

periodofKsh.913,355,058'Furtherincludedinthestatem€ntisanunexplaineditemdescribed
as adjustment during the ,""t'cri**'-' lz'lSt'lls' This was occasioned by misposting in

accounts receivables and payables'

The financial statements were later adjusted and presented to the auditor for review' (Annex-III

Statement of Cash flow Pg'l1)'

Committee Observations and Findings

l. The opening balance of Kshs'69' 355'058 was at variance with the cash at the end of

the previous period of Kshs'913' 355'05E'

2. There was also an unexprained item d-escribed as adjustment during the year of

Kshs, 312,351,715' ;l;;;; occasioned bv mispostinj in accounts receivables and

PaYables'

3' The matter remains unresolved'

404.3 Deposits and Retention Balance

Managementdidnotprovidebankreconciliationorbankconfirmationcertificateforthedeposits

".""r", 
Or,t 

"" 
ofKshs 65' 951'822 as at 30 June 2015'

Submission bY Accounting Officer

The accounting o{Iicer agreed that it was true 
-that. 

management did not provide bank

reconciliation o' b*k tontfiJutt"'""0 analysis for the deposit account balance of Kshs'

65,95l,822asat30thJunt20l5Ho*"verthestatement*aslate'providedtotheauditorsfor
review.

Committee Observation and Finding

in time bank reconciliation or bank confirmation
The Accounting Officer failed to provide

f Kshs. 65'951,822 as at 30 June 2015 contrary
certi
to the P

ficate for the deposits account balance o

rovisions of Section 9(1e) of the Pub lic Audit Act No. 34 of 2015 which gives the

Auditor-General Powers of unrestricted access to atl books, records, returns' reports'

electronic or otherwis e and other documents of entities'

ieon on rhc Enminanon
Y;at ,nd.d td' Jun? 20 t 5
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Com mittee Recommen dation

The erstwhile Accounting Officer.should be investigated by the EACC for failure toprovide access to bank reconciliation or bank;il;,account barance of Kshs. 6s,sst,B22 as at 30 ,rr" ,oi:'r^i_:"_l1ln.:".a. 
the deposits

section 9(le) ofthe public Audit Act No. 34 of 2015. 
) contrary to the provisions of

404.4 Cash Balance Brought Forward

:#I'i:ft'#il:jt"?yu.d or Kshs. 6e,355,05s is nor in asreement with the 20t3/2014
84s,33 s,ses.,; ;;';;;;[::":,,;,;:r?,,T:::' ;:,:[,:,";;ff*"*+#T:']1:,I:t,complereness and accuracv ofthe cash ."d ;;"k b.;;;. Ji*.nr.ur, r27,950 asat 30 June 2015.

Submission by Accounting Officer

,lf.:;xil:r"f",1::'j''* that it was true rhat the cash barance brought rorward or
i55,0ee00;;d-i;;,;;';"ffi 

?",,I#i.l$il.,rl,ili:Xi:;;];STiil*J:ajj:*,,"1bv the spiit of the Ministrv from Ministry 
"i;;r,;;;;, and Natural Resources into rwodifferent Ministries ana wnrcl took up rhe barances. ,n" ior.. of Kshs. 69,355,05g was takenup by the Ministry of warer ,rd R.si;n;i;;ffi; ;;" Hrre of Kshs. 6B,t27,ssoas at 30thJune' 2015 was the balance orcash ard *rn *r"ilr,'t" ,iin""r",, year 20r3/2014.

Committee Observation and Finding
The cash barance brought fonvard .f Kshs.6g, 355,05g in the financiar year was not inagrccmcnr wirh the crosing barancc ,. ,t the 

"ru-rt the Fy 20I312014 0f Kshs.913,355,099.00 leading to an unexplained difference of Ksh. E45, 3J5,599.00.
Committee Rccommendation

The Accounting Officer sh
nnanciar and accounting."::::X,ilT::-':il-j,[ lllY u""r' comprete and reconcired
Act 20 t2 and thar il"";-";; ffi ;:';rJffi 'H;lH T,:::ffi 

,:fl# 
:n:iImonths of the ctose of the financiat ,"r, ,r^;;'";;;"tti" prori.ion, of Articte 229 of theConstitution of Kenya 2010 and Section 68(2k) ofthe pFM Act 2012.

405. Other Grants and Transfers
During the year under review, the shte Department of water made a disbursement of Kshs.2,557'027'515 to four (4) projects. Ho*"re., tt. p.";""r u."ounts as at 30 June 2015 had a

t on thc Etuhindtion
Year ended tf Jwe 20t J
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cumulative balance of Kshs. 891,012,754 resulting to an unexplained difference of Kshs.l,

666,0 14,76 1 as shown below:

Variance (Kshs.)
Project

(Kshs.

F/S
Disbursement

(Kshs.)
Project NameNo.

-249,000,000473,500,000224,500,000Kenya ItalY Debt

Project

-19,492,4004t7.512,754398,020,354Kenya Water

Security and

Climate Resilience

1

809,537,044Not provided809,5 37,044KOSFIP,

t124,970,',|17Not Provided1,124,970,117UTNRM,1

1,666,0t4,761891,012,7s42,557 ,027,754Total

R.@ on th. E a'ninotion

Yelat ended 3f Jor 2o l5
oI h. RePd oI k Audtor-Gen rul on th. Firunciol Sana en Gownm. lor ihe

1



Further, the management has not reconciled the two set of records In v;Ar,, ^r+L^ .^-has not been po;ibre ;o;;certain the compreteness unrtttoto:' 
In view ofthe foregoing, it

disbursedrothefourprojec,.ar.ingthefinanciar 
yearendedr';Tfi:Jr11 

Kshs'2,557,027,515

Submission by Accounting Officer
The accounting officer noted_that it was true that during rhe year under review we made adisbursement of Kshs. 2,507,027,5 ts r" ;;;;;;;;li" rrecr accounr as at 306 June hada cumurative barance of rsns 

rlr,-or],-2,0 *.ru1"t i"", unexprained difference of Kshs.l'666'014,76r' This was as a resuit of disbursement ,'raJ,J**a, the end of the Financial yearand received by projects after the end of Financial 
";;;;;;,as receipts in ,i," rorL*ing-i]nun"irt y ear 2016. 

j therefore recorded in the projects

Committee Observations and Findings

The State Department of Water made a disbursement of Kshs.2, 557,027,515 to four(4) projects. However, rhe Droject accounts rr r;:;;;;n" 2015 had a cumurative

i,ffi:.},"jff' 8eI'0I 2,;st resurting ;; 
-;;',;-;;,ned 

dirrerence or Kshs.

;:" #Ti,il: ?ffii;f1to reconcire in time the disbursement made towards
subsequentFy2 015/2016 

ll5 and rcceived by projects ana r"co.aea in it"

Committee Recommendations

The Accounting officer should cnsurc that the cntity keeps comprete and reconciredfinanciat and accounting records rhat ""_; ;;;; irr"lr,"r. of Secrion 6s(2) of the pFMAct 2012 and that the financiar 
"na u""ornting ,L",u, are presented within three (3)months of the close of the financial ,"r, pr.:;"l;;i",t 

" 
p.oui.ior. of Article 229 of theConsritution of Kenya 20t0 an<t section osizt<y;il;il Act20t2.

406. Accounts Receivables -suspense anrl Clearancc Account
Included in the Accounts Receivabres. barance of Kshs. r,4g2,35r,7g3as at 30 June 2015 is anamount ofKshs' r 

'490'5 19 
'078 ̂descrjbed 

as rrrr.;; ;";';;arance account which has not beenexprained' Further' imprests of Kshs.r, rar,tz;r";"i;"d outsranding as at 30 June 2015. In
:T:::? ll..:,: #lilT:vabre 

barance "rG. ;:;;;;,,rrr.r,*o. with Kshs 844, 000,04r
recoverabirity or,r," a."oun,,i'J"ffi: ;..f;::,TilJn;:j::l1;;:,,, ,r," *"u.u"v -a

I

2
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Submission bY Accounting Officer

The accounting officer responded by confirming that it'was true that included in the accounts

receivable batance of Krn ;;;:;;,;; J 
" 

30s June 2015 is an amount of Ksh'

1,490,519,078 described * *t;;;;;;; ""u'untt.u"tount 
Funher imprests of Ksh'l'758'524

remained outstanding "' "t 
3;;J;;;' 2015' In addition' the accounts receivable balance Ksh'

1,492,351,7g3 differs with *tn 
"tOOpO''OOl 

in Note 25' The outstanding imprests have since

been cleared and advances .,;;;"";;;.;. Suspense and crearance account are balances from

previous years which n"'" ;;;;-;t;; cleared using authority from National Treasury old

Balances Account Committee in concurrence with the Auditor General'

Committee Observation and Finding

The accounts receivable balance of Ksh' 1'492'351'793 as at 30th June 2015 included an

amount of Ksh. 1,490,519,0;;;scribed as suspense and clearance account' In addition' the

accounts receivabre uatance Ksh. 1,492,35r,793 differs with Ksh' 844,000,041' Further

imprests of Ksh.l, 758'524 remained outstanding as at 30thJune' 2015'

Committee Recommendations

l. The Accounting officer should ensure that the entity keeps complete and reconciled

financiar uno u""ourii-ng ,'"."*,n* compry with provisions of Section 68(2) of the

PFM Act 2012 una tf'"iif'" n*ncial and accounting records are presented' within

three (3) after the ctose of the linancial year pursuant to the provisions of Article

229 ofthe Constitution otX"n'" 2010 and Section 68(2k) ofthe PFM Act 20121 and

2. The Accounting Officer must at all times ensure that imprest are recovered within

the stiputated'itt ^' 
p'o'lita for in Regulation 93 ofthe PFM (National

Government) Regulations 2015

407. Irregular payment of Cabinet Secretary's Vehicle

The Department purchased a vehicle for the Cabinet Secretary at a cost of Kshs'?' 000'000

contrary to Office ofthe presirteni Circular Ref' No' CAB/56/2A of 7 July 2011 which gave

the upper limit of Kshs' 2,000';;;' init'" "it"'-tt"nces' 
the Department spent Kshs'5'

OOOp'O'O ir."grf"rly and the amount has not been recovered'

Submission by Accounting OfficerThe Accounting Officer stated that Cabinet Secretary was

entitled to a car allowance of f't'' Z'OOO'OOO taxabie as per-the presidential circular Ref' No'

CABt56lziof 7 July 201 I ' Th; ;i"istry'erroneously paid-the whole amount of Kshs' 7'000'000

to Toyota Kenya without wf*f'"iaf"t tf.r" 30 percentiax of Kshs 2'100'000 which was supposed

to be remitted to KRA. Further effort-s are being made to recover this amount from the o{ficer as

per the attached correspondences'

R.Nrl on the E a'nfiation
Y;a, end.d 3d Ja.20l5
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Committee Observations and Findings

l' The Accounting officer purchased a vehicre for the erstwhire cabinet secretary at a
Il)rTX;fi',1',1fl'000 

taxable as per the presidential circular n"r. rvo. ciirs'za
2' The Accounting officer faired to withhord the due 30 percent tax of Kshs. 2,100,000which was supposed to be remitted ,o K"ry;-R;;nue Authority.
3. The Committee was unable to establish which circular was relied on

Commiffee Recommendations

The Accounting officer needs to take measure to recover the erroneous payment and remit
i||ff;""Xt^ 

within (3) months oradopu," rr;;;;;;.t, fauure ro which he shourd be

408. Irregular procurements

408.1 Irregula r Contracts payments

During the year under review, the State Department of W

3i3l;111ill,X;:: :ii::;;i'on.airtime' '"-l'r''"*,"",":::'Ifr',,T,'::,il'J:'."','J",:'j;
I,h, ,8,";;;;;;ffi;iJ##,,f",H,,.:j,"::i,;:J.;:,:'",:.Td rhe tota, ""0.,1,,*.,Procurement and DisposalAct,2005. No ao.ur"nir r"o.;;;"rJ:r::"i:#L::ff":ltJl:
;::ff:":: 

the circumsrances, th" p,op.i"ty of ;;;;;;;il" 
"f 

Kshs. r8, 534,048 could not be

Su bmission by Accounting Officer
The accounting officer stated. that it was ffue that during the year under review the statedeparrmcnt for warer spenr Kshs. ,o,rrr,ooo. *rirl;.;;;;, and Kshs. s,t87.240on airtime,
]!:J,j"l:::J:;:'1r::J',':."J::"-'pectiverv *r'"'" 

'*o""i,L,ad expired 
", ,o;l,," roi, *,

rrom oth er Mi 
",..i 

;; l;;";,;ffi1 $"";lffi:;: Tf :, JLl"THffi:.;, TJTi jl*:i] f ;:other departments to pay up for the services in qr".tion.
Committee Observations and Findings

t of Water spent Kshs. 10,755,000, Kshs. 2,591,g0g and Kshs.cleaning services and security contracts ;".r;;;;;;;;"r"
on 30rh June 2013 and were not 225 renewed; and
of Kshs.l8, 534,04g incurred on the expired contracts were inPubtic procuremenr and Disposat ,i.r, Zooi. rl.ri..'",d to the auditor to confirm that services were rendered.

l. The State Departmen
5,187,240 on airtime,
contracts had expired

2. The total expenditure
contravention of the
documents were availe

Year end.d id Juc 20t s
the RcFa o/rh. luditot- Generot on the Firyniiol St/,tcneng /ot the Nationat Govemnei

on th. Exarninatioh



Committee Recommendation

The erstwh,e Accounting officer should be investigated for spending a total Kshs'

18,534,048 incurred on the expired contracts in contravention of the Public Procurement

""Jris-p'os", 
Act,2005 and for failure to avail documents to the Committe€

408.2 Procurement of Laboratory Chemicals

TheStateDepaftmentofWaterprocuredlaboratorychemicalsamountingtoKshs'2'214'700
without the requisition r'orn ult"a-"p*ment' Further' the chemicals were not included in the

annual procurement plan for 
'r't 

a"pli**t' Consequently' the propriety of the expenditure of

fsns. Z,Zt+,ZOO could not be ascertained'

Submission bY Accounting Of{icer

The accounting officer responded by stating that it was 
-true 

that the state department for water

procured laboratory "f'trni"uf' 
u*#ting to"Ksh' 2'214'7OO'however there were requisitions for

the items the user department fi. iri"r.,".y chemicals and reagents has an internal requisitioning

system on standardized fo't'' li i' n"titt true that the chemicals were not included in the

annualprocurem.ntptunfo''ttt"-userdepartmentThisisbecausetheuserdepartmentofthe
chemicals in its routine day to day work receives emergency requisitions from regional/county

stations which must be responded to urgently'

Committee Observations and Findings

I' The State Department of Water procured laboratory chemicals amounting to Kshs'

2,214,700 in the FY 201412015;

2. The acquisition of the chemicals was not included in the annual procurement plan

contrary to tft" p'o"i'ion' of Section 26(3a) of the Public Procurement and Disposal

Act,2005 *hi"h pt";;;;; th't "ll 
ptotut"ment shall be within the approved budget

of the procuring t"ti'Vl"a 'iaf 
be planned through an annual procurement plsn'

Committee Recommendations

The erstwhile Accounting Officer should be held accountable for making procurement of

laboratory chemicals "*o'"ttrrg 
to Kshs' 2.214'7OO in the FY 2014t2015 without including

the items in the annual procurement plan;

408'3 Irregularly Contracted Professional Services

During the year under review' the State Department of Water paid consultants Kshs'S' 452'000

for the preparation of Nutionui Water Coverage Study Report However' it was not clear how the

consultantfirmwasidentifiedasttrer"*.,"*,.nd",documentsavailedforauditverificationto
confirm the tendering O'o"""'1' a result' it has not been possible to confirm the propriety and

value for money for the expenditure of Kshs'5' 542'000'

I

Rctu onth. E o,ninotion
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Submission by Accounting Officer
The accounting officer responded by confirming that it was true that during the year underreview rhe state deparrment of water pura .onrr-ttuni, Kshs. s,as2,000 for the preparation ofNational Warer Coverage Study Report. However, ;; o;;;r"..., in identiling rhe consuttanrwas forrowed. The Ministeriar Tender Committ.";;"J the consurtancy ro lr,r/s. BhundiaAssociates consurting Engineers. The_contract ** ,t*"J'uro entered on 3rd June 2014. Thetender documents have since been availed to the auditor for review.

Committee Observations and Findings

l. Thc State Department of Water paid consultants Kshs. 5,452,000 for thepreparation of Nationar water Coverage study Report in the Fy 2014/2015; and2' Thc Ministeriar Tender Committee awarded the consurtancy contract to M/s.
I*Tfllffi::,ates 

Consutting rngin"".r. ,,-JContract was signed and enteretr on

Committee Recom mentlation

The Accounting officer shourd ensure that the entity keeps compretc financiar andaccounting recortls that comply with p.oni.ion. oisi.*n urlr; of the pFM Act 2012 anrithat the financiar and accounting .e"o.ds 
"." ,.";";;;;;ithin three (3) afrer rhe crose of

;li #J:::# :ffilT;;:'.*Tffi : 
;; ;;;";; 22e o *h e c,".,i.,ii",,ix.","

408.4 Irregular paymcnts of Water Bills
During the year 2014/2015, rhe stute Department of water paid Kshs. l r,502,665 to Nairobiwater and Sewerage company in ,"sp"ct ,o u..rru Iu,la 

'*ater 
birs whose invoice did not

ill;::t|,],fff","t;;;",T't'"n Further' it *u' 
"ouri,r,"d $at the Departmenr is not

consequently, it has not o".n f: :1tt company as they use their own uo."not. *ut...
s02,665. possible to ascerrain rhe propriety of *,e exp"naiiur. 

"i "rir. 
, ,,

Submission by Accounting Officer
During the FY 2ol4/2015. the state Department of warer paid Kshs. I I,so2,66s to Nairobi

illtil,T',:""]]::;t;H'lJ in respect io,..,,,io.,l.*",ur" services birs since ree2. rhe
company ri,,it"a in,t li"a ;'-il: ::[:"j; #Jiffi;,]'irobi 

Citv wu,.. uni 
'r-"-*1.u*"

services. rhe Kshs. ,,so;,66s is an accumurati";;ilJr:":lfr*.1":iff:,:::i,i;
percent of water consumption as a discharge to Nairobi Wa

iil[I# i#l:;.i' "; 
;; ;; i" 

"d 
i n th e co-rrespo ;;;;, ;.[:illr:"ffi ffi ::TffJ'#X;

on thc E-xamnanon
Yeat ehdcd 3d Jun. 20i5

thc R.prt ol th.,hditor- Financiat Sarenei



Com mittee Observations and Findings

l. The State Department of Water paid Kshs. 11,502,665 to Nairobi Water and

Sewerage Company in purporteafy for accumulated sewerage services bills since

1992;

2. The State Department uses water from its own borehole' However' Nairobi City

Water and Sewerage iornp"rly Limited installed a water meter on the borehole to

enable them tf'"'gt t"""tug" **it" based on 75 percent of water consumption as a

dischargetoNairobiWaterandSewerageCompanysewersystem.

Committee Recommendations

The Accounting Office should within three (3) months after the adoption of this report

avail to the Auditor-General documents invoices and meter readings since 1992 for audit

verification and reporting in the subsequent audit reports'

409. Euro Bond Proceeds

During the year under review, the State Department of Water received Kshs ll' 170'613'958

funded through the sovereign bond However' the management has not provided any list of

project(s) that were f"dtd ;;;; E"bond proceeds ln the circumstance' it has not been

'p"ttitf" i" confirm how the Eurobond funds were utilized'

Submission bY Accounting Officer

The accounting officer noted thal the State Department for water received a cumulative

exchequer provision of f'ht' iz+so'332'836 for its normal operations in the year under review'

th"r. *u, no specific exchequer received from Euro Bond proceeds'

Committee Observations and Findings

l. The State Department for Water received a cumulative exchequer provision of

Kshs. 17,496,332,836 from the National Treasury for its activities during the

financial Year; and

2. There was no sovereign bond specilic exchequer received by the state Department

from the National ft""tuty und th""fo" it cannot be confirmed with certainty that

Ksh. Kshs.ll, 170,613,958 out of the total exchequer received by the Department of

Ksh. 17'496,332,836 during the period under review was from proceeds of the

sovereign bond'

Committee Recommendations

All queries pertaining to the Euro Bond should be directed to the Cabinet Secretary for the

National Treasury for direction'

a
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410. Investment in Motor Vehicles

The Stare Department has eighty_one (g l) motor vehicle
covemment Agencies;;;;il;;," Xl l;:",:'il-i1l' 't'" or which belons to other

or its neet und jt *u, r"*;'[ffi ilj: :ffi;ffi ::TX]T:[:?:: ;ru:lT.l,:l m:iwith some having been there for considerably ;n; ,ir; r."rnded though some had minormechanical defects. Further, forty-nine f+Si *l,if., "verificarion, whire a number had not operated ior r.r.J'ro'n"r'n"r l1r:::lr,,H;:rot,,i,3,ll11the circumstances, it has not been possibre to ascertain that the Department got varue for money

::ilJ:.:f::iepartment's 
investment in motor vehicles to enhance its .nili*.y.ni .n"oi*

Sutrmission by Accounting Officer
The accounting officer noted that it was true that the state. Department had Eighty-one (gl)motor vehicles some of which O"]"ir a.:-,1:1 ,rO, 

""Jf*.cts which included Kenya WarerSecurity and climate Resilience project (KwscRp), N.iilrl water conservarion and piperinescorporation (Nwscp), warer 
_Resource. 

rurn"g*"ni",irtt o.ity (*ARMA) and NationalIrrigation Board (NIB) among others.

He also confirmed that it was true that at the time of audit the Ministry had aregister but it had not been updated owing to .*rrrr,-i,o, of govemmentdepartments the register is now available.

molor vehicle
ministries and

He continued that it was arso true that thirty motor vehicres were Iying at various garages withothers having been there for considerabry rong time,tir"i. o""uur" the Ministry did not havelunds facilitate the repairs: the,vchicres r,au. si"r." u.* ,.pr;*a. It was arso true that fony_nineof the vehicres were not avairabre for physicar irrp"",iJn .;n." they are being managed byrespective agencics and projects that they arc attachej to.
Committee Observations and Findings

I' The Accounting officer did not update asset register with to include all the motorvehicres owned by the enti* as r"qui."a una". n'"gutation tll of the pFM (NationarGovernment) Regulations 20I5;
2' Thirty motor vehicres beronging to the state Department were at the time of auditrying at various garages with others rrrring u""n'tr,.re for a considerabry ,ong time.The Accounting officer attributed this to iack of funds to faciritate the repairs andthat the vehicles have since been repaired; and
3. Forty-nine vehicles for the State Department w€

inspection sin"u tt"y 
"re being managed o, ""ro;J;.:"rt""X]::'*: i[#]Tlthey are attached to.

Report on th. E anination
Year ended JN Junc 20t 5
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Committee Recommendations

l. The Accounting officer should ensure that the asset register is continuously

updated to include "ii "t'"tt 
owned by the entity including the motor vehicles as

required unat' ntg'iuiion 143 of th; PFM (National Government) Regulations

2015; and

2. The Accounting Officers should within three (3) months of adoption of the report

provide access of fire tiirty (30) motor vehicles to the Auditor-General to ascertain

that the vehicles were repaired and working; and

3. The Accounting Officers should within three (3) months of adoption of the report

provide access of ttre forty-nine (49) vehicles to the Auditor-General for physical

inspection to ascertain their ownership and condition'

Rcoorl od tha E a,nnotion
v;d ,nd.d 3dL Jac 20 l5
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27.0. MINISTRY OF AGRICULTURE, LIVESTOCK AND FISHERIES
27.I. STATE DEPARTMENT OF AGRICULTUR-E

FINANCIAL STATEMENTS FOR VOTE I52
Dr. Richard Lesiyampe, the Accounting Officer for th
accom panied by pror. Ha ma d i Boga, principat *.;;;"j iH:ff I il::, ;:,ff Ii::r,J,I;Administration Secretary; IIr. S"r*"f Xrrgr, ;;;;.. Joseph Ngetich IDG _ AFA; Mr.James Wanjoi, TALRS _ SDC; Mr.?eter d;;;i";;;r"nce' Mr. Edwin oseko, DirectorCrops ADC; Mr. Richard Aiyabe, Managirg ni.""a. O"C; Mr. paul Njuguna, ADC TechManager; Mr. cornet Ngetechy, c"r"."i rrl'rnrg;;,;;;, appeared before the Committeeon 23rd May 20lg and 8th 'Iune, 20tg a 

"oir""1"trence on the audited financiarstatements for vote r52 State Department of ijriirttr." ro. the Financiar year (Fy)2014t20.s. The Minutes of the Committe",, Si;r;;;;;;idence taken are attached.
Basis for eualified Opinion

4I l. Unsupported Expenditure

411.1 Procurement of Seed potato

Included in thc starement of receiprs and payments is a figure of Ksh. 7, r33,345,g20.00 inrespect ofacquisition ofassets. As reflccted in Note l3 tolhan expenditure orKsh'700, 7r8,840'00 on u..ornioiiu.l;:"T..1;:::3;ffi::il:T,Tl
and live animals, out of which, an amounr 

"fXrt. ii,OOO,o00.00 was paid to a supplier forimportation of seed potato from Netherlandr. tnfo.rution ,was apparently single sourced contrary to Section 29 or,n.''u"uo't 
indicates that the supplier

Act, 2005. rli. ,oi no*iir,rlratng, urd th. ,rppti"r;;ilr';:j::;fi.[:i:ifi:"rJ;ffi1
25'000'000 00, the payment was not supported with rerevant documentation incruding an invoicc
:::r1"j,,""""?,1,"Jc. 

consequentry, the piopriety ;;; ;;;;,*re or Ksh. 25,000,000.00 courd

Submission of the Accounting Officer
The Accounting Officer that the Mi
certified potato seed and in a meetin

nistry was concerned with the low level ofavailabi lity of
2014, it was noted rhat the bonleneck

g convened for the major seed potato stakehold
s are at the production and availabi lity of basic seed potato

ers in Julv
from KALRO and certified seed potato from ADC who depend on K6LRO to providethe basicseed which is multiplied to certi fied seed for sale to farmers. .fhe 

Minlstry hence resolved tosupport the two National Institu t,ons to increase seed potato producti on to l0 percent of therequrrement [1 3 years. Other private and Development partners were also to be roped in to havea further increase of certified seed potato availability to 30 percent in the same period (3 years).
The govemment of Netherlands had alread y entered into an MOU with The Kenya Plant HealrhInspectorate Scrvice (KEpHIS ) in 2Ol2 to introduce new potato varieti es in Kenya especially theprocesslng type which were lacking in the country leading to
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contract price of Ksh' 25,000'000'00;

2. The Accounting Officer did not at the time of audit provide to the Auditors, the

relevant documentation including invoices, delivery note, and letters of credit to

support the PaYm ent of Ksh. 25,000,000 to the suPPl ier and to confirm that indeed

the seed Potato were receivedl and

3. The reasons for use of single sourclng (restricted tendering) provided by the

Accounting Officer were not convincing and justifiable in law since there was no

\trritten aPProval of the Ministerial Tender Com mittee tender and records in writing

providing the reasons for using the alternative procurement procedure as required

Procurement and DisPosal Act 2005

I

ReDorl on the E amnotion
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Rcporr of the ,4udttorceneil on rhe Fnancial Staknents fot the Nalional AoY.rnmenl Iot th'
under Secti on 29(3) of the Public

potatoes from other countries like Egypt for crisps processing' The Dutch government therefore

brought in about 7 Dutch 
"ornfuni"Ji"uf 

ing with seed potatoes to introduce new varieties after

undergoing the mandatory N"f;;;;f;;";" Triais OIPTs) bv KEPHIS' Bv earlv 2015'

about 21 new Dutch varieties had been released in Kenya with Agrico E' A' Seed Company

being the main company releasing about half of the Dotato varieties (over 10)' However' local

farmers were not getting tt'"'" '"arittl"' 
as no significant multiplication was taking place in

Kenya.

The Ministry therefore intervened by asking ADC to import some of the Dutch varieties and

multiplythemlocallytof'nf'"'i*'""*the-availabilityofcertifiedseedpotato16fnrmslswith
multiplication of mor" ,arietiJs. ii. r"nyu-N.therlands seed potato programme in conjunction

with the Agricultural attach6 "i'* "t"nt'oassy 
was asked io consult the 7 Dutch Companies

on the possible supply of20oO MT ofseed potato However' most companies indicated that they

had already sold their 
'""a -i''*" 

iua very little remaining and only of one variety' The

Company that was *f" to 
'upify 'o'" '"u'onublt 

amount of seed potato was Agrico E A' Seed

CompanY but also onlY 250 MT'

The Ministry had then to scale down its seed impo(ation plan to the 250MT available' The

single sourcing *u' 
'natnutting "' 

o" of the seven fi'ms that had been recommended by the

Government of the Netherlana"W' eg'ito was the only company with substantial amount of

seed at that time and of aiff""niuu'itties' The award of a contract valued at Ksh 25 million to

lWs Agrico to import seed potato from Netherlands for potato multiplication bulking was part of

the Ministry,s effort to i""..LI ir,.' uruilability of ce(ified seed potato to farmers from the

current low of less than Z per"ent of *'e National requirement to about 30 percent in 3 years'

TheAccountingofficerstatedhehasattachedinhissubmissiontheinvoice,deliverynoteand
Letters of credit ao.un1"n,ril'rir;;;;. payment of Ksh. 25,000,000.00 and to confirm that

the seed potato was indeed received'

Committee Observations and Findings

1. The supplier for the certified potato seeds was single sourced contrary to Section 29

of the public pro"ur"."ri und Dirpo."l ect, z0o5 and subsequently paid the full



Committee Recommendations

I' Accounting officers must, at all times, ensure that arr requisite information issubmitted to thc Auditor_General for r"rier" in r-tir"ty manner.
2. The DCI and EACC should, within lhree monthinvesrigate,h" ,." ";;;;;;:;:j::::,:T::_T:nth.s 

alter adoption or this report,

of the public ,"o.u..lttt'1,"0 
tendering contrary to the provision, ors."tion il1rl

evidence permits. 
rment and Disposal Act 2005 and allow r"t p-.".uii-, ir

4l1.2 Purchase of Certified Seeds

Funher' reflected in Nore I3..to the financiar sbrements, is an amount ofKsh. 700,7rg,g40.00incu,ed on purchase of certified. ,""4., ur""ain! rffi ;;a rive animars, which incrudes anamounr of Ksh. 300,000,00, 
,10_,Lr, 

i. 
1ot 

,uppo"n.a O, irrr*, vouchers and orher relevanrdocumen*' As a resurt, it is not possible to .onfir- on the adequacy of the procurementprocedures in relation to lhese purchase, una 
"onnnn 

iiif,"is a proper charge to puuti" irrar. expenditure of Ksh. 300,000,000.00

Submission of the Accounting Officer
The Accounting officer in his submission confirrncd that it was true that in the Fy 2o14r2or5the srare Department had a totar qnil!rlure 

"ilrn'ior),t,840.00 for purchase of certifiedseeds which incruded an amount of Kshs. +oo,ooo,ooo.oo was a payment lo Kenya Seedsa:r.liu which the govemment had committed,o ifr. Cosubsidized price. tu tlrc Lompany to sell seeds to farmers at

Committee Observations and Findings

I' The State Dcpartment of Agricurture spent a totar of Ksh. Ksh. 700,71g,g40.00 0npurchase of certified seeds, breeding .to"t ,ri firJrni.ul. in the Fy 2014/2015;2. The State Department paid a total of Ksh. 400 millir
pu rported ry to * r.iai,Ilir J ;; ;":: Tj:J^',:^:']"on 

to Kenya Seeds Com pa ny Ltd
and 

ze sale of seeds by the company to farmers Or.ins tt i p""ioa;

3' The totar payment of Ksh..4-00 mi,ion to Kenya Seed company Ltd which incruded

:lJLr.H:lfl;il, miilion that was not supported by payment ,ou"r,".,lno
in reration,, *":;;;H"::.":#:I;:Tffffi cy, or the procu.",", ; ;;;;;; ;".
funds. c^pcrturrure was a propcr charge to public

Committee Recommendations

I Accounting officers must' at a, times, ensure that alr requisite information issubmitted to the Auditor-General for r"rie* in , ti.Jfy irrn"..
rt on the Examination ol th.
ended 30t to? 20t5
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2.TheEACCandDCIshould'withinthree(3)monthsofadoptioofthisreport'
investigate fi," p'yt*i oi Ksh' 400 million which was paid to Kenya Seed

Company lta p,rpo'iealy to subsidize sale of seeds by the company to farmers

during the Period'

411.3 Purchase and Transportation of Subsidized Fertilizer

Inaddition,reflectedinNotel3tothefinancialstatements'isafigureofKsh3'744'961'384'00
in respect of acquisition "t 

u*Lgi" ti*fs and commodities' which includes an amount of Ksh'

2,129,128,557 .70. paid to Nationil Cereals and Produce Board (NCPB) as subsidy for purchase

of fertilizer to be sold to farmers. However, apa( from an invoice and a schedule raised by

NCPB, no verifiable ao"',,,,"ni' f'u* bt"n p'oju"td to confirm the actual quantity of fertilizer

bought and receipted by NCP;' the quantity sold to farmers and the purchase and selling prices'

Consequently, the propriety ofthe Ksh' 2'129'128'557 
"10 

expenditures on subsidized fe(ilizer

charged to public funds could not be ascertained'

Submission of the Accounting Officer

TheAccountingofficerinhissubmissionconfirmeditwastruethatthestateDepartmenthada
total expenditure of f'h' z, r zS, i it;'Ssl 'lO was paid to National Cereals and Produce Board'

NCpB sells subsidized r.rtirir",, to vetted and iegistered farmers. The farmers fill a special

green form in order to u"""" t-t'" f"niti'ers and these green forms are used to claim subsidy from

the Ministry These forms "'" 
U''f and are kept at the NCPB headquarters for inspection before

subsidy is paid. These forms are available at NCPB ofllces for inspection and scrutiny'

Committee Observations and Findings

which was to be sold to farmers;

I The State Department incurred an expenditure of Ksh' 2'129'128'557'70 paid to

National Ccreals and Proouce Board (NCPB) for subsidy for purchase of fertilizer

The Accounting Officer did not at the time of audit provide to the Auditors' the

relevant verifiable documentation to confirm the actual quantity of fertilizer bought

and receipted by NCPB, the quantity of fertilizers sold to farmers and the amount

."utir"a from the sale of the fertilizers to farmersl and

The reason given by the accounting officers that the farmers fill a special green form

in order to access the fertilizer and that these forms were bulky and are kept at the

NCPB hearlquarters for inspection before subsidy is paid was not convincing to the

Committee. The Accounting oflicer had the statutory responsibility to facilitate

auditors to access the records at NCPB Headquarters'

Committee Recommendations

1. Accounting Officers must' at all times' ensure that all requisite information is

submitted io the Auditor-General for review in a timely manner'

)

1
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2. The DCI and EACC shouJd, within three @- months of tabling of this report,investigate the naylent of Ksh. Ksh. 2J2;,n8,557,70 to National Cereats andproduce Board (NCpB) to determine if neeJ pubric money was ut,ized for theintended purpose and the totar money rearized from the purported sare ofsubsidized

X#:: 
to farmers bv the governm.", lrJ ailow for p.or""ution, ii-"rio.n."

412. Bulking of Traditional High Value (Orphaned) Crops
The State Departmenr entered into a Ksh. 30,0g5,000.00 Memorandum of Understanding (MoU)with Kenya Agricurrurar and Live^stock R".;"r;;;zation (KALRo) in which KALRo wasto undertake a murtiprication of various t.uoition'ui rr.gr, varue (orphaned) crops incrudingcassava' sweet potatoes, cowpeas, sorghum, finger miliet and beans, with an objective olpromoting their consumption and reducing ou.r:r"riun"" on maize. The crops were to bedistributed for curtivation in Arid and i.ri o.ro i*as (ASAL) of Baringo, Makueni,

ffi,|;::r, 
rharaka Nithi, Kirinyaga, Kisumu, ;;;";r, Busia, Kwale and raita raveta

Although the amount of Ksh. 30,0g5,000.00 was rereased to KALR. to undertake the project, noevidence has been adduced to confirm that the project wa^s canied out, compreted *d ..op,distributed to the intended areas. The Ksh.30, 0g;,000.00 expenditures were lherefore, nor

liilll.li Ti;,.t,.l;X:J], 
the intended 

"ur".,i* *". ""t met and, as such, the Govemmenr

Submission by Accounting Officer
The Accounting officer in his submission exprained to the commirtee that the overall objectiveof the Traditionar Frigh varue crops program lo.pt rr 

-c."p.) 
is to improve access to droughttolerant crop technorogies for drought *-""rr, Jiii."J,"r"au." gap berween production andconsumption as wen as mitigate against cri,nut..r,ung" 

"r.,ril"rg", ru"ing the country in the Aridand Semi-Arid Lands. The project specific 
"bj."rir;"rr;"-'^a) To improve farmers access to seeds of traditionar high varue and drought torerant cropsespecially in the arid and semi_arid areas.

b.; To promote diversification to other food crops other than maize.
c) To improve farmer,s household food security and nutrition sufficiency.
d) To improve farmers, income through generation ofsurplus output lor sale.
e) To reduce the gap between domestic food production and consumption

Achievements of the project

Improved availab,ity ofhigh quality drought torerant seeds - 401.25MT ofseed distributed
a) Increase in area and production oftraditional crops _ 6g,795ha planted.

Rep4 on th. E\annat,oni
Year ended Jf Jue 20t5
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b) Positive change in the attitude towards traditional crops'

c) tmproved availability and access to food in semi-arid areas'

d) Improved living standards where crops are grown

e) Improve farmer's household food and nutrition security

The counties covered by the project are; Baringo, Makueni, Machakos, Tharaka Nithi'

Kirinyaga, Kisumu, Busia, Kw;te' i;of** and Lamu'-Counties benefiting in the long rains

season are: Siaya, Pokot, N"r,,,,,N".t, Kajiado, ElgeyoMarakwet' Turkana, Samburu, Nyeri,

Muranga, Nyandaruu, fi"tuu, fi'ui' l'iio' Isiolo' Marsabit' Embu' Kilifi' Kwale' Tana River'

TheAccountingofficerprovidedasanattachmenttohissubmissionadistributionlistsforthe
seedsareattachedinanacopiesorphotographsofthefarmersreceivingtheseedsareattached.

Committee Observations and Findings

l. The State Department incurred a total of Ksh' 30'095'000 as payment to Kenya

Agricultural "na 
Liooto"tt Research Organization (KALRO) based on an MOU in

which KALRO was to undertake a multiplication of various traditional high value

(orphaned) crops including cassava' sweet potatoes' cowpeas' sorghum' finger millet

and beansl and

2. The Accounting Officer did not at the time of audit provide to the Auditors' the

relevant verifiable Oo*t"ntution to confirm that the project was carried out'

completed "no 
ttop' ii*tibuted in Arid and Semi-Arid Lantts (ASAL) of Baringo'

Makueni, t"t".t "t 
or, ii"raka Nithi' Kirinyaga, Kisumu, Homa Bay, Busia' Kwale

and Taita Taveta Counties as per the MOU'

Committee Recommendation

Accounting Officers must, at all times' ensure that all requisite information is submitted

to the Auditor-General for review in a timely manner'

413. Purchase of Tecno 59 Tablets

The statement of receipts and payments for the year ended.30th June 2015 reflects an amount of

Ksh. 5,305,771'2tz'oo in '"'pLio;;;;i'"; 
and services' which' and as reflected in Note 9

to the financial statementsi includes an- expendilurl- 1f 
Ksh' l5'308'52900 incurred on

communication, supplies and '"*i""'' 
out of which' Ksh' 5'584'025'00 was incurred on the

purchase of 413 Tecno SS iablets' However' no evidence was availed to confirm that proper

procurement procedures *"'" iotto*ta in accordance with the procurement legislation and its

regulationsandhowo,to*ho,nthetabletsweredistributed.Consequently,theproprietyofthe
Ksh. 5,584,025.00 "xptnaitu'"' 

could not be ascertained as a proper charge to public funds'

a
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Submission of the Accounting Officer
The Accounting Officer jn his submission confirmed that .

purchased raur-et caagas rrom Sararicom. He anacheJ i"l,]:ffi;r:H Ii;ihT,,:H:Jwere used to support rhe expenditure which incruded tn" Jetivery note from Safaricom, purchaseorder generared through the,TFMIS system *Jin. 
-*or,.,rion 

from the department. AIsoincluded were the issue vouchers, rece;pt voucher ," .r,"* that the items were received and

;X,[:: 
the Department. It is true ,nr, ifr. ir.r, *"r. ,r*r*O and specificarions are hereby

Committee Observations and Findings

l' The State Department- incurred an expenditurc of Ksh. 5,5g4,025.00 for the

il:"'H 
4I3 Techno s9 Tablets rro,n srrr.ico. Kenya Ltd during the financiat

2' The Accounting officer trid not at the time of audit provide to the Auditors, therelevant verifiable documentation to conlirm that
were rorowed in accordance with the o-*.#J'i"or;ffiTfilJ[ffi1ff:and how or to whom the tablets ,"erc aisirifuteO;

Committee Recommendation

Accounting officers must, at all times, ensure that all rcquisite information is submittedto the Auditor_General for review in a timely ,unn.r.-
414. Procurement of Fertilizer
'lhe Ministry advertised, under Tender No. M.ALF/SC MD/AGRTB^2/20,4-20I5,for suppryand derivery of54'g50 merric rons of g rots - equivarent ,o ,,orn,ooo (50kg) bags of fertirizer.out ofrhe 2r firms rvhich responded, ? rr:r:.rbrrd ,;'i"'r.".ron.,u. and were awarded conrrac*to supply fertilizer at different prices per 50 Kg bag, depending on the
region or point of delivery. Lot I was won b
supply at a price of Ksh. 2,655.00 per 50 K

y bidder No. 4 (MVs Global Link East Africa Ltd) to
Ksh. 265, 500

g being the lowest evaluated bidder at a total cost of,000. Lot 2 was also won by bidder No. 4 at a price ofKsh. 2,430.00 per 50 Kg bagwith a total price of Ksh. 364,500 ,000 00. Information available indicates that bidder No.4declined to sign the contract agreem ent even after delivering their acceptance IefterConsequently, the Minislerial Tender Commitlee mad
award the tender to the second Iowest eva luated bidder

e a decision to disqualifi the bidder and
who was bidder No. 6 (M/s performanceParts Ltd) at toral prices of Ksh. 320, 000,000.00 and Ksh. 436,850,000.00 , all totaling Ksh. 756,850,000.00. No explanation has been grven on why bidder No. 4 declined to sign their contractagreement. In addition, and despite our request for management to produce tender documentsand correspondences relating to the disqualified bidder, no documenh tion was availed

In awarding the contract to the second Iowest evaluated bidder without giving justifi able reasons,the Ministry lost an amount of Ksh

Year ended i June 20t s
ofthe Report of he,tudt ar-Gentat on rhe Financiai Srorenenu lor rhe Narional Covenhenllor th;

r26,850,000.00, bein g the di fference between the amounReport on the Exoninotion



paid to the second lowest evaluated bidder and the amount that would have been paid to the

lowest evaluated bidder, as follows:

Lot No. Bidder No'4 Bidder No'6 Difference

1. 265,500,000.00 320'000',000 00 54',500'000'00

2. 364,500,000.00 436,850',000'00 72',350'000'00

Total 630,000,000'00 756'850'000'00 126'850'000'00

The various Committees established pursuant to the Public Procurement and Disposal

Regulations, 2006 did not foltow the laid down procedures in this award and' as such' it is

.rii"", ,t,",itr" Government did not get value for money on this procurement

Submission bY Accounting Officer

The Accounting Officer in his submission noted that the Ministry did not contravene

procurement regulations UV "*"'ii"g 
tnt contract for supply and delivery of lot I and 2 to 2nd

lowest evaluated bidder, N{/S Perforilances Parts Ltd' According to the tender document issued

to the bidders which also mrrr'prn "i,rr" 
contract it is. clear on the time required for contract

signature. The letter 
"n 

n"tifi;;;;; of award (from 8 8) which is one ofthe forms comprising

the tender document 
"r"urrv 

ouiiin.a that contracts should be signed within thi(y days but not

earlier than fourteen days ft;;" date of notification Since the notification of award to M/S

Global link Limited was on zzna o""".u",,2014, it is clear that the 30 days had elapsed and the

firm had not shown any intention of signing the contract which prompted the Ministry to go to

the second lowest evaluated Uiil"r. pfJ." ,"e the tender documents as issued by the bidders for

your information.

Committee Observations and Findings

l. The Ministry advertised' under Tender No' M-OALF/SCMD/AGRIB/12I2014-2015'

for supply 
"rrO 

a"ri"ttylf si's50 metric tons of 8 lots equivalent to l'099'000 (50k9)

bags of fertilizer;

2. Lot lwas won by bidder No' 4 (lWs Globat Link East Africa Ltd) to supply at a

price of Ksh' Z,OSS'OO per 50 Kg being th€ t::ves.t evaluated bidder at a total cost of

Ksh. 265, 500,000' i* i *"t utJo tnon Uy tiaaer No' 4 at a price of Ksh' 2'430'00 per

50 Kg bag with u tot'i p'i"t ofKsh' 364'500'000'00 making the totat contract sum of

Ksh. 630'000'000;

3. IWs Global Link East Africa Ltd failed to sign contract agreement within the

stipulated and the Ministry awarded the contract for supply and delivery of lot I

and 2 to zna lo*"ri 
"ruiuut"a 

bidder, lwS Performances Parts Ltd at a total

contract sum of Ksh' 756'850'000'00';

ReDod on the Flanmation
Year ended 3d^ June 2015
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4' Apart from time rapsg there was no any other reason given by the Accountingofficer as to why rvus Grobar Link East Africa Lta aecrined to sign a contract for atender in which it had gladly participated in up to award stage; and
5' The Ministry in awarding the contract to the second rowest evaruated bidder rost anamount ofKsh' I26,g50,000.00, being the difference between the amount paid to thesecond lowest evaluated bidder and the amount tl

lowest evaruatetr bidder. fhe award to the 2nd ,rrn', 
*or,o have been paid to the

provisions orSection 52 orthe pubric procureme;;;;:.,f;;llo";ffi,'ffi", o, rn"

Com mittee Recommendations

The DCI and EACC shourd, within three months after adoption of this report, investigarethe award of this contract to the second rowest evaruateJ bidder resurting into ross of Ksh.126'850'000'00, being the difference between tt " ".rrrt paicl to the second lowestevaluated bidder and the am
and allow ror prosecution, ,rL:::It;:Id]rave 

been paid to the l''n"tt 
"u"lu'i"a ui"aa".,

415. Funds Disbursed to Establish Revolving Funds
The State Department entered into two separate Memoranda of understanding (MoUs) withKenya Agriculturat and 

.L]::r:"k n.*ur.i 
'OrrJl.rr,", 

(KALRO) and Agriculturat

ffi:;i"iffi"t"Jr::'T: (ADC) rvith ,r," 
"u.;""iii"'"r disbursing amounts rotJng Ksh.

(Burking). During he r;;. ;:"::ff[;tffitH.ffiins out Potato Seed MulriplTcarion

produce 30,000 rio rej u"g. orbasic seeds,:,ooopoo r,Irr1["i,x,J:,i.*r,]fiSlSSr;:l[minirubers whire KALRo received Ksh. 27,gsg3;5.00'for 34,000 in vitro prantrets ,472,220mini tubers' and 12,400 (50 Kg) bags or uuri" .."i.. rh. 
"*p"naitur" 

amounrs are incrudedunder the Ksh' r5,g14,gg0,5,.00 item of transfers to otr,., cor"rnment units. The Ministryarso disbursed an additionar Ksh. 50,400,000.00 t" aJc"ra Ksh. 5,000,000.00 to KALRo forthe same purpose but charged the expenditure una.a ,r" or goods and services on account ofspecialized materials and services and operating 
"*Oanra.. 

"

The MOUs provided that once the seed burking was compreted, the seeds would be sord tolarmers and the proceeds 45grt ra ^.-^+^ ....^ ... , - '

production or basi c seed s # ""#;" J: ;ilH,,1i"::X*,,:"U:,lr: "J#ffil;lfffi::
disbursed the torar amounr of Ksh' 200,7gg,:is.oo -Jir,. ,eed burking project compreted, rhetwo Revolving Funds have not been commissioned or.roirirn"a, as a resurt ofwhich, proceedsfrom sale ofthe produced seeds have not been *""*r.i-i"r. conscquentry, the Government hasnot obtained value for money from this project.

Submission by Accounting Officer
The Accounting officer in his submission stated that KALR. Tigoni received funding from theMinistry as agreed in the MoU with slight delays due to J. a"tuy"a release of funds from the
Repo on thc Eyh,aolion of.
Yeat ended Jd Jwc 20t5
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exchequer. Ksh. l5 million were released in November' 2014 at the beginning of the short ratns

season 2014 as agreed Ho*t'"', KALRO were only able to utilize less than halfofthe amount

given (Ksh.6.5 million) in the season hence did not achieve the target acreage promised to the

Ministry in the MoU They requested to be given :n: Tott 
season to achieve the target

production claiming that ttrough'the Ministry r"leused th" funds to KALRO Headquarters on

time, the same were not,"t"urJJ a il. inlpr".*,ing institution, KALRO rigoni on time hence

the delay in achieving tf't ugtJ tttgtt'' Tht bulun"t of the funds not utilized in the sho( rains

2014 season (Kshs. 8'5 *irrioni *"'-" tf'en utilized in the long rains 2015 season from March'

2015.

The Ministry then released Ksh' l2'9 miltion in May 2015 being the balance of the funds agreed

in the MoU (Kshs 27'9 Milli;;i;"; rot*o funding' This. was to be utilized in the requested

3rd season to fully achieve th;';t;;"; production agreed in the MoU' However only about a

third of these funds (Ksh - i;i;;; were utilized in the 3rd season from september' 2015

shortrainsasKALRoTigoniclaimedthatKALnoHeadquartersdidnotreleaseallthefundsas
disbursed by the Ministry H;;";, the problem of non-achievement of targets is an internal

problem at KALRO and not due to funat disbursement by the Ministry The funds released by

the Ministry are still not i'ffy 
'iif 

ittA by KALRO{igoni who claim that the funds are not

released by KALRO H"uaq'utttt' on time' feLRO Tigoni repo(s that they were yet to receive

a total of Ksh. 8,189,325 f'o-'itt" oitt"tor-General' KALRO Headquarter by December' 2015'

The Ministry has severally expressed its concem to.*MO on the non-achievement of targets

on the agreed timelines una # pi f'u' summoned the KALRO DG and his team from KALRO

Tigoni to his office on 6th April' 2016 to explain on the non-achievement of the agreed

i.iir".uuf", despite the Ministry releasing all the funds agreed in the MoU'

The Ministry has since 2014 engaged the National T::i:"Y in the setting up Fertilizer and Seed

Subsidy Fund *t o,t pu'po'" il i "n'u'" 
price stabilization of fe(ilizer and seed The Draft

Legal Notice setting up the Fund under the Public Finance Management Act' 2Ol2' was first

submitted to the National f'*'u'V in 2014' The MOU between the Ministry' KALRO and ADC

was prepared on the basis that the Legal Notice will be operational so that the funds generated

from the sale of the 
'""a' 

to tf't futtnl" *o'ld be deposited in the Fund' However' despite the

Iegal notice not being 
"udy, 

th" two institutions have also had challenges in the bulking of the

seed and have not ,"uli'"d -y tuf"' by th" "lo"tt 
of.the 2014/2015 financial year' The State

Departmenthassubmitted'f'"nnufdraftoftheLegalNoticethatwaspreparedbyanlnter-
Agency Technicut Cottitt* to the National Treasury for concurrence and forwarding to the

Attomey General for legal drafting'

Committee Observations and Findings

1. The State Department disbursed the total amount of Ksh' 200'789'325'00 to

KALRO and ADC based on an MoU which was signed between the Ministry and

the two institutions with the objective of the two organizations for carrying out

ReDo on he E\aminotion
Year endrd 3dt Jun? 2015
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Potato Seed Multiplication tflltingy and sefting up a Seed Revolving Fund whosepurpose is to ensure price stabilization seed;

The two revorving funds which.were to be estabrished by KALRO and ADC havenot been commissioned or estabrished, as a resurt of whic( proceeas from sare oftheproduced seeds have not been accounted for; and
The Accounting officer in his submission did not provide an expranation for thedelay by ADC in esrabtishing^ih-revotving Frrd ;; d;;; MoU despite having beenpaid a total of Ksh. 117,500,000.00^to piodu." 30,;;; ii, a*l bags of basic seeds,3,000,000 in vitro ptanttets antl 3,000,00-0 potato mini_iubeis.

3

Committee Recommcndations

I The EACC should within three (3) months of tabling this report investigate Dr.Eliud K' Kireger, the Director-Generar, KALR, ro. rritu." to manage pubric fundsin a prudent antr responsibre manner pursuant to Articre 201(d) of the constitutionof Kenya, 2010 and particurarly for non-achieve."r, , targets and timerinesdespite KALRO having receivert a total Ksh. 22,Sg9,325 for:4,000 in vitro plantlefs,472,,220 mini tubers, 12,400 (50 Kg) bags of Uasic ."*.-*n,.n were never realizedand no Revolving Fund established in line ,oith th" M;;. 
"

The bank barance ofKsh. 296, g60,242.00 as reflected in the statement ofassers differs with thebalance of Ksh 316' 256'455.00 shown in tt" 
"u.truoot 

by un un"xpraired difference ofKsh.19'396'213'00. rn addition, the cash and b"nk bur;r";;; i sh. 296,860,242.00 excludes cash inhand balance ofKsh. r2, 264.35 despite the fact rhat i, i, ..n*,"a in both the cashbook and theboard ofsurvey report. Under the circumstances, tt" u".rr*y ofthe bank barance figure ofKsh.296,860,242 could not be confirmed.

Submission by Accounting Officer
The Accounting officer in his submission stated that it was true the bank balance of Kshs.2g6,860 

'242'00 as reflected in the starement of Assets ,irr"r.o with the barance of Ksh.316'256'455'00 shown in the cash book. The bank uutun"., or borh i.ecurrent and deveropmentvotes were recovered by the Narional rreasury as unspent bd"r;;;;;;;';;. 
";:; ;ff,r"""2015' The unspent funds under both the R"cu..eni una o"r"topr"nt bank accounts were

!:::;::1." 
the end of financial year, rhere *. .orlJ not inctude them in the Financial

Committee Observation and Finding

416. Cash and Bank Balance

The bank balance of Ksh. 296,860 ,242.00 as reflected in the statement of Assets differedth the balance of Ksh. 316,256, 455.00 shown in the cash book. Further, the cash and
WI

bank balance of Ksh. 296,g60,242.00 excludes cash in hand balance of Ksh. 12 261.35despite the fact that it was reflected in both the cas

Year ended 3dt June 20l5
ofthe Repo| ofthe AudibrAenerul on the Finonciat Nalional Go|emrne Io;
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Committee Recommendation

The Accounting officer should ensure that the €ntity keeps complete financial and

accounting records devoid oio*rnuti"' in compliance with the provisions of Section 68(2)

of the PFM Act 2012 ana tfrai itre correct financiat and accounting records are presented

within three (3) after the close of the financial year pursuant to the provisions of Article

229 of theConstitution of X"nya 2010 and Section 68(2k) of the PFM Act 2012'

417. Pending bills

As repo(ed in note 27.1 to the financial sutements' the Department had pending bills totaling

Ksh. 4,593,870,216.00 whictr were not settled in 201412015 but were carried forward to the FY

2[l5l2[l6.Out of the total, bills amounting to Ksh 4'561'941'l4g'O0 relate to the Development

VotewhilethebalanceofKsh.3lg2g,06Ts0relatetoRecurrentVote.Hadthebillsbeensettled
and the expenditure uc"ounted-for in'ttr" EY 2}l4t2}l5' the financial statements for the year

ended 30 June 2015 would have reflected a deficit (excess vote) of Ksh' 4'590'508'482'00

instead ofthe surplus (under-exi""i'i""1 ofKsh' 3'361'734'00 now shown Failure to settle bills

in the year to which ttt"V '"iuit 
distorts the accounts for that year and adversely affects the

budget for the subsequent year, to which they have to be charged'

Submission bY Accounting Of{icer

The Accounting Officer in his submission stated that it was true that the figures of Kshs 4'

5g3,S(O,2l6werenotsettledin2ll4l2ll5butcaniedforwardto2Ol512016'Outofthetotal
bills amounting to Kshs'4, sOi,Saf 

'la9'OO 
relates to the.development vote while the balance of

Kshs.3l929, 067 relates to tt*""nt Uot" The pending bills for FY 2}l4l2}l5 were all cleared

in 2015/2016 financial Year'

Committee Observations and Findings

l. .fhe state Department had a pending of Ksh. Ks- hs.4, 593,E70,2r6 were not settled in

20l4l2ll5 but carried forward to the FY 2015/2016; and

2. The pending bills for FY 2llLt2llswere all cleared in 20I5/2016 financial year'

Com mittee Recommendation

The Accounting officers shoutd at all cost avoid incurring pending bills in any financial

year since any pending Uilf fotms a first charge in the subsequent financial year's budget

ii"*iv irp.ai"g smooth implementation of the subsequent budget'

418. Transfers to Other Government Units

ThefigureofKsh.l5,9l4,880,5ll'00reflectedinthestatementofreceiptsandpaymentsunder
transferstootherGovemmentunitsdiffersfromthefiguresofKsh'15'901'492'358'00andKsh'
15,586,882,092.00 reflected 'Jt' ""t" 

l0 and supporting documents respectively' ln addition'

no documentary evidence t'u'-it"n provided to confirm that the amounts transfened were

on ofthe RePo of the Audito

I

ld' June 2015
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received by the intended recipient Institutions. In view of the foregoing, propriety of thetransfers ro other govemmenr units figure of Kshs. I 5, s ia,;g,,, r l courd not be confirmed.
Submission by Accounting Officer
The Accounting officer in his submission confirmed that it was true that the figure of Kshs.r5,914'880,5 I I reflected in the receipts and payments ,"i"r- r.*rr., to other Govemment unit,differed with the figure under note 10. And anarysis has been done and the figure corected toread Kshs. I 5, 914,880,5 I I .

Committee Observation and Finding
The figure of Ksh. 15,914,880,511.00 reflected in the staunder transfer. . 'oir,"l 

Governmenr r",o ,o.flil,_"tff:.,.r:#lTiH:15,901,492,358.00 and Ksh. r5,586,882,092.00 ."n."t.i
documents. ttris was ,oi.Ln.l"o in time for audit. 

under note l0 and supporting

Committee Recomrnendation

The Accounting officcr shourd ensure that the entity keeps comprete financiar andaccounting records devoid of anomaries i, 
"omptiar"e with the provision. 

"rs""ii, rstzlof the PFM Act 2012 and that the correct fi"r;"i;l ;;;'within three (3) afrer the ctose o:^* fi,ul;; ;;;;;;,r*:lTiil:rJiH: [::l.T229 ol the Constitution ofKenya 2010 and Secion 68(2k) of the pFM Act20tZ.
Other Matter

419. Outstandinglmprest

The outstanding imprest barance of Ksh. I,705,004.00 reflected in the statement of assersincrudes barances of Ksh 558,8r4.00 and Ksh. ,r,iio.ii ,.tu,irg ,o the periods Fy 2012/2013and 20r3/2014 respectivery, as well as Ksh. gg 1,090.00 .erarrng to the Fy 20r4/2015, rhat hadnot been accounted for or recovered as at 3Oth June Z0lS. ihSection 7l (2) of the public Fi;; ;;;:":, ': 
:." :'; ,'j'rs 

rs contrarv to the requirements of
Finance Manage.""i r*, 

",.iii 
[.[Tff:ff iffi il, TJ, ]"fiH"H:n ** : i;l;shourd be surrendered or accounted for within , *"[rrt o.r, after retuming to duty station.

Submission by Accounting Officer
The Accounting officer in his submission confirmed that it is true that at the end of thefinancial year imprests of Ksh. l,70s,0oa ,nu, ortrtrno,r* 

". at 30th June, 2015. Theoutstanding imprest has been surrendered and accounted for.
Committce Observation and Finding
The state Department has an outstanding imprest barances of IGh. 55g,g14.00 and Ksh.78'500'00 relating to the periods ry zotztzoti a"a iiii'izotlrespectivety, as welt as Ksh.991'090'00 rerating to the Fy 20r4/20rs ,nt ictr *""" ou" but had not been accounted for as

on th. Ersmtrmtion
Year end.d 3f Jbe 2015

of rhc Repn olthc)uditot-Gene.at on the Fvanciat Sorenens lo the National cowmneht



at 30th June 2015 in line with requirements of Section 7l(2) of the Public Finance

Management Act, 2012, *a n"g'f"if;" 93(5) of the Public Finance Management (National

Government) Regulations, 201 5'

Committee Recommendation

The Accounting Officer should ensure that imprests are managed and surrendered in time

in tine with the provisions oiin" pffU Act 2012 and Regutation 93 of the PFM (National

Government) Regulations 201 5'

420. UnaPProved Airtime

Although Covernment Circular Ref OP/CAB/15 dated 5th March 2010 allows officers in job

group M and above to receive' as a benefit' ai(ime ranging from Ksh 3'000'00 to Ksh'

47,000.00 depending on f 
"U 

gt"lp' it Oepartment 
1o1;.dea 

airtime totaling Ksh 8l 5'000'00 to

officers in Job Group I- ana ueio* *ithout approval ofthe Accounting officer. No justification

has been provided Uy tne accounting Officer ior faiting to adhere to Government policy'

Submission by the Accounting Officer

TheAccountingofficerinhissubmissionhereinattachedaSannex..'confirmedthatitwastrue
that Government Ci,"'lu' n"i' OpICAB/15 dated 5th March 2010 allows officers in Job Group

M and above to receive * ;;; airtime ranging from Ksh 
-3'000 

to K:lI'.470:: 
':]:":: 

t*"

that some officers in job *r";;';;;;;* ,J".ii"a as benefit airtime. This was occasioned bv

the exigency of service to the officers who were required to work overtime beyond normal

working hours.

Committee Observations and Findings

l. The State Department provided airtime totaling Ksh' 815'000'00 to officers in Job

Group L and Uetow lnitho't "ppt"al 
of the Accounting Officer contrary to the

provisions of Go'"tnt"'t Circutar Ref: OP/CAB/15 dated sth March 2010 allowing

officers in fof c'o'f vt and above to receive as benefit airtime ranging from Ksh'

3,000 to Ksh. 47,000; and

2. The explanation given by the Accounting Officer that the airtime allowance was

occasioned UV tn" "-ig*V 
of "tnit" 

to the oflicers who were required to work

overtime beyond normal working hours was not satisfactory since this was not done

with the approval of the Accounting; and

3. Further, officers in Job Group L and berow working beyond stipurated working

hours are entitled to overtime allowance as stipulated in code J'6 of the Public

Service Code of Regulations (Revised) 2006'

Committee Recommendation

Officer should within three (3) mon

Ksh. 815,000.00 from officers in Job

ths of tabling this report recover an

GrouP L and below who received theThe Accounting

amount totaling

ReDo on th. Fradination
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payment contrary to the provisions of Government Circurar Ref: op/CAB/,S dated 5thMarch 2010 allowing officers in Job Group , uro 
-"0o". 

to receive as benefit airtimeranging from Ksh. 3,000 to Ksh. 47,000.

421' Non-submission of Financiar Statements and Fairure to Account for Funds byAgricultural Sector Coordination Unit (ASCU)
The Agricultural Sector coordination unit (ASCU) is an Inter-Ministerial Secretariat estabrishedin 2005' under the Ministry of Agriculture, Lir*i"J -a'nirr,eries, to facilitate implementationand coordination of agricurturar sector strategies in Iin" *it', Vision 2030. rhe Unit comprisesseveral ministries and receives funding frorn-the Cor..ro
However, the foilowing u*risfactory matters have 0."" 

"Jr;::: 
other development partners.

a) Since inception in 2005, the Unit, through the parent Ministry, has not submittedfinanciar sratements ro the Audiror-G.n.rui ro. lrai, as required by Section 7 0f thepubric Audit Act,2003. Alrhough the Ministf t,^ inai.u,"o rhat financiar staremenrswere prepared ror the year ended 30 June 20r3, the statements were not submitted to theAuditor_General for audit;

b) Since inception, the Unit has not avaired its records, documents, information and booksof account to the Auditor_General for examin"U"r; _a
c) Information available

audirorsHowever,""':ff#:',il"ifi 
"Y,l,ilr,il::,1i.Y.,"r,;,,,H;,i":"::H"::without the knowredge, consent and ,pp,ouui of the Auditor-Generar as required bySection 39 ofthe public Audit Acr, 2003.

fi::i",11i.,i[il::"#;ii." secretariat has already been summoned and appeared berore

d i rec t ed th e, -"r. ;;;;' ; ;'':"rr"T )ix "r: ff ::y :,"; li, :, i, ::;;;: i*;"#l **information togerher wirh financiar staremenrs Ib.;lr r;;;, since inception, the managementhas not heeded the direcrive. The position, ,h*.f"r",;;;.;s reported in the Fy 2or3/20r4.
Submission by Accounting Officer

;:. ffi::,:Tj :fl:;,"l;_r:*rmission 
srated that the public Accounts committee is handring

constituring the rnter-Ministerl{F.ifr-::'-::H:H::;?:::,::ffi:fl:3::.X,ffi:
response by Accounring oflicers to the outstanding irru. on iscu. The project coordinaror has

3":I:#: 
availed the Financial staremen* f"r"";;i; Jr' ,nr,.r.,.. by the pubric Accounts

Committee Obserwations and Findings

l' The Accounting officers of the state Departments constituting the Inter-MinisteriarCommittee that is providing oversight for iiii ,rr. faired to submit audited

rt on the Exomha on olthz R
?nded 3dh June 2015
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accounts and ,inancial statement to the Auditor-General in contravention of the

frovisions of Ar ticle 229 of the Constitution ofKenya' 2010;

2'TheAccountingofficersoftheStateDepartmentsconstitutingthelnter.Ministerial
Committee for ASCU failed to heed previous directive of the PAC to ensure that

ASCU books unO nnun"i"i statements are submitted to the Auditor-General; and

3. The ASCU project coordinator has to date not availed the financial statements for

audit as previously instructed by the Public Accounts Committee' Further' the

ASCU has gone ahead and appointed IWs Deloitte & Touch6 (a private auditor) to

audit the project *ith";;p;;val of the Auditor-General as provided for in Section

23 of the Public Audit Act No' 34 of 2015'

Committee Recommendatios

Accounting Officers must at all times ensure that all donor funds are accounted rnd
'."p"".0 

ii accordance with the guidelines set out in the PFM Act' 2012'

422. AGRICULTURAL INFORMATION RESOURCE CENTRE

Basis for Qualified OPinion

Thestatementoffinancialpositionreflectsreceivablesfromnon-exchangetransactionsbalance
of Ksh. 2 l ,172,g02.00 which incrudes amounts owing from other debtors of Ksh. 2,900,750'00'

These debts relate to tfte petioa between November 1993 and November 2013' and no

explanation has been provided for the failure to recover the long outstanding debts' Any

provision that would have been necessary in relation to this uncertainty has not been

incorporated in the financial statements'

Submission bY Accounting 0fficer

TheAccountingollicerinhissubmissionStatedthatitwastruethatthefinancialposition
reflects receivables from ";";;;;g" 

transactions balance of Ksh' 2 l 
' 

1 72'802 00 which

includes amount owing from oth"' d"btl" of Ksh 2'900'750 00 These debts relate to the period

betweenNovemberlgg3andNovember20l3.HefurtherstatedthatthestateDepartmenthave
embarked on debt collection exercise from the government agencies by writing of demands

notice.ThiscanbedemonstratedbytheamountofdebtorsoutstandingbytheyearendingJune
2016. He attached in t,i. J,nirrron a copy of financial position at 30th June 2016 and a

summary of debtors of the year ended June 30th 2016'

Committee Observations and Findings

The Agricultural Resource Information Centre in its audit book have amount owing

from other debtors of Ksh' 2,900,750'00 that dates back to the period NovemberI

1993 rnd November 2013; and

ReDort on lha Eramfidlion
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) These rong outstanding debts are recoverabre and the state Department have

;ffi::a#"::bt 
coltection exercise from the government agencies by writing of

Committee Recommendation

The Accounting shourd ensure that a, debts owed to Agricurturar Resource InformationCentre is fu'y recovered in.rine with n"grtation a:i; of the pFM (Nationar c*".n,,.n,,
lTl;::Tionf"::il;:',*. A."o,nrlg," p,,1,ia"u,"rs with appropriaie.ensitivity

promptly. 
lmounts receivable by the government are collected and banked

DEMONSTRATION FARMS FUND
Basis for eualified Opinion

Winding Up of the Fund

The Fund has continued to r
years as shown below: - 

ecord a declining financial performance over the last three financial

Item ZOt4tZ}lS Z0l3t20t4 ZfJI2/2013
Total Receipts I,504,494.00 87,375,469.00 t$,872,g93.00
Total payments I,001.00 2n,g52,g74.00 106,288,671.00
Surplus/ (deficit) 1,503,493.00 (125,577,505.00) 37,584,322.00
Bank balances 124,401,242.00 tZ2,B97,749.00 249,543,365.00
This state of affairs is attributcd to the issue of devorved functions of the Fund, as a resurt ofwhich, a' activities of Agricurturar rraining Centres 1irag, *n,.n are the mainstay of theFund' were taken over by county Governments. The county Governments took over alr theassets and other functions, including:^land, buildings, plant, ,a"hin".y, bank balances andrevenue streams of their respective ATCs, leaving rne vtinistry without any activities. altrrorgr,information avairable indicates that the process 

"r*,ro,rr ro the Fund has becn commenced, noexplanation has been given for fairing to fasl track i;; 
";d* to faciritate a formar handing overofthe assets and liabilities ofthe Fund to the Counties_

Submission by Accounting Officer
The Accounting officer in his submission stated that the DFF fund crosed on zgth /4/2014. A,assets and liabirities were handed over to the respective 

"-nry Gor"rrrents. The rrni *inaingup process started last year with the request to the Nationar rreasury ro. griJrn.".-"'*,"Department is waiting for the guidance.

Repo on th2 E odination of
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Committee Observations and Findings

l. The Demonstration Farm Fund (DFF) fund closed on 28th l4l20l4 and all its assets

and liabilities were handed over to the respective county Governmentsl and

2. The fund winding up process started last year 2017 with the request to the National

Treasury for guidance'

Committee Recommendation

l. The Cabinet Secretary for the National Treasury should immediately commence the

winding up process 'f thi' Fund pursuant to Regulation 209 of the PFM (National

Government) Regulations 2015'

2.TheCabinetSecretaryfortheNationalTreasuryshouldwithinsix(6)monthsafter
adoption of tnis report submil a report to Parliament and the Auditor-General for

audit in line *itf, n"g'f"A"' iOS(fiof the PFM (National Government) Regulations

2015.

STRATEGIC GRAIN RESERVE FUND

Basis for Adverse OPinion

423. Financial Performance

As reported in the previous years' the Fund incurred- a 
^net 

deficit of Ksh' l 
'284'297 '766'00

bringing the accumulated atf"ii to f'ft' l2'953'812'480 00 as at 30th June 20l5 The continued

loss_making trend has u""n-utt.iurt.a to the multiplicity of expenses including costs of

acquisition of maize *d g"";;;;'' storage and fumisation' handling costs' agency fees and

"oirrnirrlon. "t 
urged by National Cereals and Produce Board (NCPB) as

Management fees on behalf of the Ministry over the years This indicates the existence of a

materialuncertaintywhich,nu,"u*significantdoubtabouttheabilityoftheFundtocontinueas
a going concern. con,"qutiy,-the lustainaUitity of the Fund is entirely dependent on the

"oitinu"d 
disbursement of grants by the Govemment'

Submission bY Accounting Officer

ItwastruethattheFundshowsanaccumulateddeficitofKshs12'953'812'48000duewhichis
attributed to the multiplicity;i;;;;;t; including cost,of acquisition of maize and 8un1Y baes'

storage and fumigation, urt*, 
'""' 

and commission charged by National Cereals and Produce

Board (NCPB).

The deficit is as a result of buying the maize at higher co$s and selling at subsidized prices

during the period of short supply of maize in the country'

The govemment reviewed the Agency Agreement with National Cereals and Produce Board

Ouitil t" order to reduce tht tutiiptitity of tht t*ptnt"t tharged by the NCPB'

I
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To further streamrine the management of the Fund, the Govemment estabrished the strategicFood Reserve Fund oversight Board through r-"gur No,i". No. 15 0f 2015 to oversee theStrategic Food Reserve Fund.

Committee Obsen ations and Findings

The Strategic Grain Reserve Fund incurred a net deficit of Ksh. 1,2g4,29 7,766.00bringing the accumurared. deficit to Ksh. rz,ssi8li,do.o0 as at 30th June20t5which was attributed to the multipli"iry oi-.rp"r.es including cost ofacguisition of maize and gunny bags, storage and fumigation, agency fees andcommission charged by National Cereals and p"rod;; Blara flCfB).
The Government has reviewed the Agency Agrecment with the NCpB in order toreduce the multiplicify of expenses charged by the NCp. Further, through the pFM(strategic Food Rqserve Trust Fund) Returations z,ts unoer Legar Notice No. l5 0f2015, the Government has tra.nsforme<l the Stratejc Grain Reserve Fund toStrategic Food Reserve Fund which i, norn ou".."-"n U'i Jn oru.signt noa.a.
The general object and purpose for which the Fund is estabrished is to provideStrategic Food Reserve in physical_ stock and 

""rn-'"Or,ru*r, and specifically toamong other' stabirize the footr suppry and prices in ttre-country. Sustainabrify oftheFund is entirely depentlent on the continuerl disburr
Government tf,.orgf,' r""r"l appropriation Or r";,-"'#;i. ";r:;ilj} ?1.,1;Regulation 6 of the rhe pFM (Straiegic fooa'ff"r"rul frust Fund) Regulations

Committee Recommendation

The Accounting officer and the oversight Boartr of the Fund shourd ensure that the Fundachieve its strategic objectives particurarry stabirization of the food suppry and prices in thecountry andmaintaining adcquate strategic food reserves in physical stock to ensure valuefor annual money appropriated by parliament.

424. Agency Agreement

As noted in the audit report ofthe financial year ended 3Oth June 2014, thecurrent 6th AgencyAgreement between the Ministry and National cerears and produce Board, which outrines theterms of engagement between the two parties, ana *r,i"tr.uns from lst Jury 20r3 to 30th June2016' has still not been signed.by ttr" pu.ties. c""r.qr*,1y, any contracts entered into andtransactions carried out between the two parties may not L".nfor"euUl" in l"*.
Submission by Accounting Officer

I

1

3

The Accounting Officer in his submission stated that it was true that the Agencybehveen the Trustees of the Fund and National C..*1, ora produce Board for
Agreement

the period
Reprt on tfu Exarnination
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including Fy 2ol4lzol5 financial year had not been signed..During the period the Trustees were

still negotiating with NCPB on loweting the Agency Commission rates' However' the agreement

was that the previous ,ign"O eg"'"y ng""rn"-nt bL in force until they had settled on agreeable

commissions. During the 20t si6 frnancial year, the Agency Agreement was signed attached in

the submission by the Accounting Officer'

Committee Observations and Findings

1. There was delays in signing the agency agreement between the Trustees of the Fund

and National Cereals and"Produce Board for the period the FY 20142015 which

was occasioned UV "g"ti'ii"g 
with NCPB on lowering the Agency Commission

2. The agency agreement was subsequently signed during the FY 2015/2016

Committee Recommendation

The Accounting Officers should ensure that agency agreements are signed in time and that

the existing agreements provides for a transition clause to protect contractual agreements

entered into during new agency agreement negotiations'

425. Receivables

ThereceivablesbalanceofKsh'7'258'988'608'00reflectedinthestatementoffinancialposition
as at 30th June 2015 ttu' not f""n't'pp*ta *itt' details and breakdown of individual debts and

services rendered or any do"r."nt^ry evidence to support the balance. lt was therefore not

possible to confirm the accuracy, valuation and completeness ofthe receivables balance of Ksh'

7,25 8,988,608.00.

Submission bY Accounting Of{icer

The Accounting Officer in his submission confirmed that it was true that the statement of

financial position reflects Uti""* "f 
Ksh T'258'98 8'608 '00 under receivables' The balances

comprise debtors' equivalent Ksh' 6'865'220'613 00 brought forward from the financial year

20l2l}Ol3 from State for Special Programmes'

Committee Observations and Findings

The receivabres balance of Ksh. 7,25g,ggE,60g.00 reflected in the statement of financial

position as at 30th June zorJ was not supported with details and breakdown of individual

debts and services rendered or any documentary evidence to support th€ balance'

Committee Recommendation

The Accounting officer should ensure that the entity keeps comprete financial and

accounting records devoid of uno-"ti"t in compliance with the provisions of Section 68(2)

of the PFM Act 2012 and that the correct financial and accounting records are presented

ratcs; and

Reoort on th. Eromination
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lvithin three (3) after the crose of the financiar year pursuant to the provisions of Articre229 of the Consriturion of Kenya 2010 and S..tion f8lif.f rf the pFM Act 2012.

Records maintained at various depots of Nationar cereals and produce Board, the custodian ofstrategic grains on behalf of the Ministry, indicate that some strategic maize has been infested byweevils and damaged beyond human consumption.

A review of quarity assurance reports reveared that celphos, the Board,s preferred fumigationchemical has failed to kill the weevils and is therefore 
"" ,"*.r1ir**", ;:";,;:iil,:r0"".to have developed immunity against the chemical. Information available further indicates thatalthough most stations (depors) had requested fb. 

" 
;;;;; of the chemicar, the Board has notcome up with an alternative. Consequently, 754,01i bags of maize, valued at Ksh.I 

'772'05s,670 '00 that were found to have be.";;,,ug.; beyond the 2.5percent acceptabre rimit,are not fit for human consumption.

Submission by Accounting Officer
The Accounting Officer in his submission stated that;

l. Historical Background

Most of the maize affected with high insect damage are in Lake/western Region and werepurchased during 200r /200g season and transferred to the affected depots during rhe z0og/zoogseason, hence have been held in our stores for a period ofover 7 years.
During the long storage period, the stocks have been r

1ra11io1, 
rr," p.J-r.,i"r"plst infestarion *u, u*rruuu,"d #[,J[:::':#r"XJ",l.:ii[:Board vehicles were being targeted by auctioneers'"and no rurnlgat;on was carried for the periodthe orders to auction Boards assets were active in 2013.

when the issue ofhigh pest infestation was raised, management canied out quarity inspections inthe affected region in February 201 I . The findings were L foifo*r.
i) The extent of insect damage was mostry berow I0 per.cent and was concentrated on thebags at the periphery ofthe stacks.

ii) The high insect damaged was c-aused by: prolonged storage of maize dating to2008/2009 leading to weakening ofperipheral uugrt ,iJur. oiinsufficient as *.ll ,s olJfumigation sheets and the use of Celfho, frrigunl*l,i.i, was not very effective.

426. Inventories

426.I Obsolete and Unfit Stock of Maize

2. Action Taken by Management

i) The problem of fumigarion sheets was addressed in 201 I by procurement ofof fumigation sheets. The issue of Celphos fumigant *u. uid."...d by Manafollows: The field pest control officers w"." urk"i ,o ,iu" ,n.,, own assessm

I40 pieces
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performance of Celphos brand in comparison with other similar brands they have used

before;

ii) The pest control officers indicated that Gastoxin and Detia brands were better than

celphos brand because re-infestation occur after an average 2 months instead of 3 months

in other brands;

iii) The poor performance of the product was communicated to Pest Control Products Board

(PCPB) on 2lst Februaf iotl of which rhey responded vide their lefter ref:

pcpsli I r aEclY ol. I I I I I 62 dated I st March 20 l l ;

iv) Twiga Chemical Industries Ltd the supplier of Celphos brand wrote a letter to

' 
Muriug.m"nt refuting the poor performance oftheir products;

v) Given that the product has been registered bv PCPB ilKTya -'* :'1lt:.1::Y::t' ' 
,p""if,*tion u, hu'ing 57 percent active ingredient an!"offered at very competltlve prlce'

a meeting was convened to discuss poor performance of celphos brand and chart the way

vi) Meanwhile the pest control officers were guided to increase the dosage from 3 tablets per

ton to 4 tablets as a remedial measure and also assess the performance;

vii)lt was recommended in the meeting that an independent analysis be undertaken' The

UniversityofNairobi'sCt'",ni"uta'ndlndustrialConsultancyUnitwascontractedto
calry out the independent efficacy tests on celphos' gastoxin and detia for comparison;

viii) The results from the chemical test by University of Nairobi indicated that

Gastoxin was better fr;g;;,h- celphos and detia ( Report dated 22nd May 2013);

ix) A meeting was arranged and held on l8th.June 2014 between NCPB and the

manufacturer of Celptr"os furnigunt' IWS Excel Crop Care ltd' to discuss the poor

performance of their Product;

x) Following the discussion management made a decision to discontinue the procurement

and use ofcelphot futig"nt unip"'utd other brands like gastoxin in July 2014'

Management recommended to the SGR Trustees the sale of the old maize The Trustees were

slow in granting the authority InJthe quantities authori-zed were always below the quantity

,"or"ti". The a-pproval for disposal/sale was granted as follows;

i) In 2012, 300,000 bags'

ii) In 2013,451,102 bags

iii) Approval for 867,98E bags was sought but delayed but finally 500'000 bags were

approved in June 2014 U*-*ttt p'o""'s"d through open tender which delayed it further'

However, tt. upp'o'al *a' i'uity g'unt"a in July 2014 when the market was already

saturated with a lot of maize from the neighboring countries'

forwards 2nd June 201 I ;

I
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iv) Authority ofanother rot of 2A04,g23 bags x g0 Kgs comprising maize order than 2 years

ffi.#j:: 
by SFR Oversight Board in Septembel 2015. Sate is ongoing unl.i, n-.,*ing

It was clear that whire procurement of effective chemicars in a timery manner is a factor that hasimmense effect on the maintenance of grain quarity, rhe other areas that have received attentionso as to reduce losses are;

" fi;l'lffiltentional 
stores should be refreshed through sare at least within twenty-four

ii) Grain stored in the silos should be moved out within six (6) months
iii) Procurement of effective brands of fumigants has been initiated an<I now being adheredto and a, stock are being furrigated as schedured or when due.

Committee Observations antt Findings

I. The 754,015 bags of m.aize, valued at Ksh. 1,772,055,670 that were found to havebeen damage, beyon<I thc 2.spercent ,"""irrii. limit, are not fit for humanconsumptionl

2' The Accounting officer and the managcment of the NCpB took some action toremedy the situation. However, this was too rittre too late as the pubric had arreadylost approximately Ksh. 1.77 billion; and
3' The Management recommcnded to the sGR Trustees the sare of the ord maize.However, the Trustees, w€re slow in granting tie aut,ority and the quantitiesauthorized were always below the quantity ,"qr;.;;;

Committee Recommendation

The SGR/SFR Trustees who served auring the period shourrl be hertr jointry riabre for theirfailure/slow action to grant authority to tt 
" 

,rnrgo-"ni ,o ,rr" off the maize which were

il;:::", 
in rimc teading to ross of pubtic funds r-, ,i"-rrr" of approximatety Ksh. 1.77

426.2 Unsupported Balance

The statement of financial position reflects an inventories barance of Ksh. t2,564,726,6gg.00which' according to Note 7, comprises stocks of maize varued at Ksh. 12,56 r,675,3 16.00 andgunny bags valued at Ksh.3,051,372.00. However, no io*r"no., evidence, including annualstock taking records, was availed to support the Urf"".". 
-i,

confirm thai ti,. .*.yinf ,ur,e or invenio.ies r:eu." .r K.n.11',"521:ilJ,rXJrT lJl,T"T,ijiJ!financiar statements reflect the fair varues ortr" i'nr"nto.i"s as at :oth June 2015.

Repn on th. En inanon
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Submission bY Accounting Officer

TheAccountingofficerinhissubmissionhereinattachedasannex'..confirmedthatitwastrue
that the statement of financial position reflects an inventory of Ksh. 12'564,726,688 comprising

of stocks of maize valued at ish' l2'561'675'316 and gunny bags valued at Kshs' 3'051'372

respectively' He attached ^ "r*"Ot* 
iO to his submission the stock ledgers for SFR stocks' The

annual stock taking sheets u'" ho*"'""t'y bulky but are available at NCPB for verification'

Committee Observations and Findings

l. The statement of financiar position reflects an-inventory of Ksh' 12'564,726'688

comprising of stocks ,irn",r" valued at Ksh. 12,561,675,316 and gunny bags valued

at Ksh. 3,051,372 respectively; and

2. The stock ledgers for SFR stocks provided by the Accounting Officer was not

availed to ttre auOitort ai the time of audit' Further' the submission by the

Accounting Officer that the annual stock taking sheets are very bulky but are

available at NCPB for verification was not convincing to the Committee since he

failed to facilitate the auditors to access them at the time of audit'

Committee Recom mendation

l. The Accounting officer should ensure thar the entity keeps complete financial and

accounting .".o.0, in"tuJirg up to date cashbook that compry wilh provisions of

Section 6g(2) ofthe pFM A"izoiz and that the financial and accounting records are

presented within ttrree (3) after the close of the financial year pursuant to the

provisions of Article zjq oi tf" Constitution of Kenya 2010 and Section 68(2k) of the

2. The Accounting Officer should at all times in line wilh Section 9 of the Public Audit

Act 2015 provide unrestricted access to alt books' records' returns' reports'

electronic or otherwise and other documents of entities and any property or

premises used or held by State Organs or public entilies covered by Article 229 (4)

of the Constitution of KenYa 2010

427. Trade and Other PaYables

42?.1 AccuracY of the Balance

The trade and other payables balance of Ksh' l 
'885'262'704 

'00 as reflected in the statement of

financial position differs *itt' tt'" tuppotting schedules frgure of Ksh l 
'950'973 '069'00 

by an

,"rrpp"""O and unreconciled difference of Ksh' 65'710'365'00'

PFM Act 2012; and

R.Dort on th. Eronination
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Submission by Accounting Officer
The Accounting officer in his submission herein attached as annex ... confirmed thal it was truethat the starement of financiar position reflects u trui" lna other payables balance of Ksh.l 

'885 '262'7 
04'00 whire supporting schedures and other records reflect a barance of Ksh.l'950'973'069 00 giving rise to_a.difference of Ksh. 65, 710,365.00. This amount comprises adisputed balance between the Ministry and Natiorul C"r"ri, unO produce Board.

Committee Observations and Findings

Trade and other payabres barance ofKsh. r,gg5262,704.00 whire supporting schedures andother rccords reflect a balar

i*?*::::H,...:-JT::,$f :I*,,i",;lT;[iJJ,i:,J,ilH",:JJlffi *:l*"l.
Committee Recommendation

Thc Accounting officer and the Management of thc NCpB shourd reconcire their booksand scttled the dispufed figure of Ksh. 65, 710,36s.00 attributed to a disputed balancebetween the Ministry and National Cereals and p""Or." Uorrd,
427.2 Disputed Balances

Submission by Accounting Officer
The Accounting officer in his submission confirmed that it was true that the trade and other

ffiil};::t'*t" 
includes pavables amounting to rsrs:s+, 2g4,gr4.to, which comprise the

I .

Old debts

Costs of reserved capacity

Interest on delayed payments

Wheat market intervention account

Total Disputed debts

Kshs.

t27,807,949.00

47,952,878.00

t78,533,987.10

354,294,874.70

rs from the Mini

II

Further, a Committee was constituted comprising office stry of Agriculture,Livestock and Fisheries, Ministry of Devolution & planning, The National Treasury andNational Cereals and produce Board to scrutinize all NCpB claims for verification. However,the final report had not been approved to allow for implementation of th

Yeat ended 3d .lunc 20tt
r ol rhe ,,luditor-Generai on the Firancial Statenen!/or thc Nationol Govmn ent /or e

Repo on the E anination
e recommendations.

As reported in the previous year's repon, trade and other payabres barance of Ksh.r'885'262'704 00 as ar 30 June 2015 in"tuai, puyuut"r- u-orntirg to Ksh. 354,2g4,g14.00reported to be under dispute. The nature of the airpr," rr., not been discrosed and no evidencehad been adduced to confirm any efforts being made to resorve the said dispute. Consequentry,

:5;ffi* 
other pavables balance of Ksh' tsts,26r)'ga"nras at 30th June 2015 coutd not be



Committee Observations and Findings

l. Trade and other payables balance of Ksh' 1'835'262'704'00 as at 30 June' 2015

includes payables 
"*ounttn* 

to Ksh' 354'294'814'00 reported to be under dispute

hetween the MinistrY and NCPB;

2. The nature of the dispute was not disclosed to the auditors at the time of audit'

However, the Committee noted that the dispute was on: costs of reserved capacity

Ksh' 127,807,949'00; interest on delayed payments Ksh' 47'952'878'00; and wheat

market intervention account Ksh' l7E'533'987'10; and

3. Committee was constituted comprising officers from the Ministry of Agriculture'

Livestock "na 
fi'f'"'i"', fnfinistry of Devolution & Planning' the National Treasury

and NCPB totcrutini'e'"tt NCPB ctaims for verification' However' the final report

had not been approved to allow for implementation of the recommendations'

Com mittee Recommendation

The Accounting of{icer should within three (3) months of tabling of this report follow up

on the final report of the Committee and ensure that there is implementation of the

428. Accuracy of the Financial Statements

ThestatementoffinancialpositionreflectsanetassetsbalanceofKsh'18'025'598'61l00anda
net reserves barance of Ksh. 17,936,460,6g3.00, hence a variance of Ksh. 89,137,928 00' No

explanation or reconciliation was provided for the variance'

Submission bY Accounting Of{icer

TheAccountingofficerinhissubmissionhereinattachedaSannex...confirmedthatitwastrue
that the statement of financial O"ttit"" *n*"0 a net assets balance of Kshs' I 8'025'598'61 I '00

and a net reserves balance oir-rnr. 17,936,460,6g3.00. This was occasirrned by arithmetical

error which was corrected in the subsequent financial statements'

Committee Observations nd Findings

ThestatementoffinancialpositionreflectsanetassetsbalanceofKsh'18'025'598'611'00
and a net reserves naUnce of Ksh' 17'936'460'683'00' hence a variance of Ksh'

89,137,928.00 which was otttiU't"a to an arithmetical error which was corrected in

subsequent Years'

Committee Recommendation

The Accounting Officer should ensure that the entity keeps complete and reconciled

financiar and accounting .""ora, a"roia of errors and in compliance with provisions of

Section 68(2) of the PFM Act 2012 and that the financial and accounting records are

recommendations.
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rclot cnded 3t Jude 2015

ol the lt dilot'Generdl on lh' Ft anciot Sur,/'r7,entt for the Notionat Gowmment lor the a



presented within three (3) after the crose of the financiar year pursuant to the provisions ofArticre 229 0f the Constitution of Kenya 2010 and section oslztg ofthe pFM Act 2012,
Other Matter

429 Records maintained by the project indicate that various ICT items beronging to the project

f,,#r:, 
Kshs. 4,967,g95.00 were stolen as a resulr oiUr.ut-in, in several County offices, as

county Items stolen value(Kshs)
Machakos Various 340,000.00
Bungoma Various 536,500.00
Vihiga Various 29l,ooo.oo
Meru Various 487,000.00
Taita Taveta Various 275,000.00
Kajiado Various 420,700.00

Nyamira Various 2g2,000.00
Nakuru Various 3 76,000.00
Elgeyo Marakwet Various I 10,000.00

Kisii Various 50g,700.00
Kericho Various 3 10,000.00

Kwale Various 370,200.00

Tharaka Nithi Various 150,g00.00

Uasin Gishu Various 21 0,000.00
Baringo various 193,995.00

KirinYaga Various I 06,000.00

4,967,895.00

Although reports on the theft were dury and promptry made to the Accounting officer, therespective County security agencies, including Cornti iorrirsioners, and the police fromwhere police abskacts were obtained, no indicaion r,^ i."n giu"n on any steps taken to enhancesecurity in afl the County offices across the country to forest;r a recunence of further incidentsoftheft. My opinion is not qualified in respect 
"f,hl, ,;;.;. 

*

Submission by Accounting 0fficer
The Accounting Officer in his submission herein attached as annex . confirmed that it was truethat, ICT items worth Ksh. 4,967 ,895 were stolen. The mana
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policeandrelevantbodies,howevertodatenoassetshasbeenrecovered'TheCounty
Commissionerandthepolicehasintensifiedthesecurityinthecounties,becausetodateno
incidence oftheft has been reported' The status to date is as tabulated below:

CountY Items Stolen

Various

Various

Various

Various

Various

Various

Various 370,200

Various 150,800

Value ( Kshs) Status To Date

340,000 Not Yet recovered

536,500 Not Yet recovered

291 ,000 Not Yet recovered

487,000 Not Yet recovered

275,000 Not Yet recovered

420,700 Not Yet recovered

282,000 Not Yet recovered

376,000 Not Yet recovered

I10,000 Not Yet recovered

Not Yet recovered

Not Yet recovered

Not Yet recovered

Machakos

n'lagoBun

Vihiga Various

M

TaitaTaveta

Nyamira

Nakuru

rUe

adKaj

Ki

TOT

o

ElegeyoMarakwet

Kisii

Kericho

Kwale

TharakanNithi

UasinGishu

Baringo

Various

Various

Various

508,700ousan

3 10,000

Not Yet recovered

Various 2 10,000 Not Yet recovered

Various 193,99s Not Yet recovered

106,000 Not Yet recovered

4,967,895
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Committee Obseryations and Findings

l. The Committee fintls it perplexing that ICT items worth Ksh. 4,967,g95 were
simultaneously stolen in County Offices spread out the Country; and

2' Arthough reports on the theft were dury and promptry made to the Accountingofficer' the respective County security agencies, incruding County Commissioners,
and the porice from where porice abstracts were obtained, the Committee was not
convinced that this was not a normal break_in.

Committee Recommendation

l' The Accounting officer shourd ensure that the county offices are fury protected andsecurity enhanced to protect public assets; and

2' The Director, Criminar Investigation (DCI) shourd within three (3) months aftertabring of this report take over this matter and report back to National Assembry onits progress.

KENYA CEREAL ENHANCEMENT PROGRAMME - GRANT NUMBER 2000000623
Basis for Qualified Opinion

430. Low Absorption and Utilization of Funds

The financial statemenrs indicate that out ofthe totar availabre funds ofKsh. r9g,455,600.00 asat 30rh June 20r5, onry Ksh. 26,220,rgr.00 (or 13 percenr) was so far utirizcd, fifteen (15)months after inception of the Programme. No explanation has been provided for rhe Iowabsorption and utilization of runds rvhich raises doubts on whether the activities of theProgramme will be completed by 3l December 2017, when the programme is scheduled to becompleted.

Submission by the Accounting Officer

The Accounting officer in his submission herein attached as annex .. . contirmed that it was ruethat in the approved KCEp Annuar work-pran and Budget and the procurement pran, theProgramme had envisaged procurement of major prog.Jrm" assets rike vehicles, officefurniture and equipment as we, as consurtancies. rus iia not take prace riue to rhe lengthyprocurement process and given that the programme operated only five (5) months (February toJune 2015) within that Financiar year. The procurements of these items were done in thesubsequent Financial year. The programme had arso pranned to recruit Senior Technicar Staffwho were to be on board by May 2015 but this was derayed until September 20 16. This istherefore further reduced the funds absorption.

Rtp on th. Ebmhotion of ha pc@4
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Committee Observations and Findings

1. The total available funds of Ksh' 198,455'600'00 as at 30th June 2015 for the

programme was not utilized' only Ksh' 26'220'181'00 (or 13 percent) was so far

utitized, fifteen (15) months after inception of the Programme; and

2.Thedelayinutilizationsofthefundswasattributedtovariousfactorsincluding
lengthy procurement process and delays in recruitment of Senior Technical Staff

who were to be on board by May 2015 but was delayed until September 2016

Com mittee Recommendation

The Accounting Officer should ensure that the programme fully takes off and funds

utilized in accordance with the laws'

431. ComPensation of EmPloYees

ThestatementofreceiptsandpaymentsreflectstotalexpenditureofKshs.26,220,lSl.00outof
which, Kshs. 19,303,507.00 (iout 7 4%) was incurred onpersonal emoluments for staff while the

balance of Kshs. 6,916,674.00 (or 26%) was utilized on purchase of goods and services' No

reason or justification has been provided for giving more emphasis on personal emoluments for

almost no work done and less emphasis on the core activities of the Programme. Consequently,

valueformoneywasnotobtainedfromthetotalexpenditureduringtheyeartowardsachieving
the core objective for which the Programme was initiated

Submission bY Accounting Officer

TheAccountingofficerinhissubmissionhereinattachedasannex...confirmedthatitwastrue
thattheProgrammestaffreportedinJanuary20l5andtheimmediatetasks\^,erethepreparation
of the lst year's Annual Work-plan and Budget as well as the Procurement plan' These

documents had to be approved ty the project Steering committee (PSC) and IFAD (the

supervisor of the Programme) beiore implementation would start' The Programme Design

ReportalsoprovidesforProgrammeimplementationthroughPartnersthatweretobebroughton
board through Subsidiary Agreements (SAs)' The processing ofthe SAs took time to finalize as

they had to Le cleared by the parent Ministry, State Law office and The National Treasury'

Implementationoftheactivitieswouldthereforenotcommenceuntilallthestructureswerein
place but in the meantime the staff who were in the office had to be paid as they worked on the

documents and structures to roll out ofthe Programme'

Committee Observations and Findings

l. The Programme staff reported in January 2015 and the immediate tasks were the

preparation of the lst year's Annual Work-plan and Budget as well as the

Procurement plan. These documents had to be approved by the Project Steering

Committee (PSC) and IFAD (the supervisor of the Programme) before

implementationwouldstart.TheProgrammeDesignReportalsoprovidesfor
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Programme imprementation through partners that were to be brought on board
through Subsidiary Agreements (SAs). The processing of the SAs took time ro
finarize as they had to be creared by the parent Ministry, State Law office and rhe
National Treasury.

2' Implementation of the activities wourd therefore not commence until all the
structures were in prace but in the meantime the staff who were in the office had tobe paid as they worked on the documents and structures to ro, out of the
Programme.

Committee Recommendation

The Accounting officer shourd ensure that the programme fury takes off and fundsutilized in accordance with the laws,

RICE-BASED MARXET-ORIENTED AGRICULTURE PROMOTION PROJECT
Basis for Disclaimer of Opinion

432. Lale Submission of project Financial Statements

l'he financial statements of Rice-Based Market-oriented Agriculture promotion project were
submitted for audit on 2 November 2015, lwo months after the statutory deadrine date of 3othSeptember 2015. The project, therefore, is in contravention of the law.
Submission by Accounting Officer

The Accounting oflicer in his subrnission stated that rice MApp phase l was a five year project
whose implementations period was February 2012 to March 2017. The project was providedwith adequate office space at MIAD center for the period zorz-20r4 (without an office).
Absence of an office therefore was not a hindrance to imprementation of its activities, some ofwhich are below;

i) l6th August 20r0, project financiar agreemenr and JICA technical cooperation
application.

ii) January 2012- Acceptance of technicar experts by the Govemment ofKenya and dispatch
of GoK staff to the project.

iii) February 2012-rnaugurar meeting in Nairobi and subsequent beginning of
implementation of the project activities in Mwea Irigation Scheme.

iv) July 2012- Baseline survey in Mwea Irrigation scheme and subsequent mobirization of
farmers for the beginning of on_farm demonstrations.

v) 2013- Receipt and alocation of2KR machines (15 tractors, l6 combine harvesters, 52
threshers and 22 :jce reapers).

vi) 2014 - Inceprion of WSRC technology and seuing up
till2017 . The project oflice was also construcred durin

of demonstration which continued
g the same year.

R.Nfl on th. E aminanon ofthc Rcp ofth. Audt
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vii)20l6Settingupofon.farmdemonstrationinAheroandWestKanoschemeaspartofthe
project goal of disseminating WSRC to other areas'

viii) 2017 March- end ofthe first phase ofthe project'

The project had other activities throughout the period'

Committee Observation and Finding

The financial statements of Rice-Based Market-oriented Agriculture Promotion Project

weresubmittedforauditon2November2015,twomonthsafterthestatutorydeadline
date of 30th SePtember 2015;

Livestock and Fisheries Nairobi (Headquarters)'

Committee Observation and Finding

Committee Recommendation

TheAccountingofficershouldensurethattheentitykeepscompletefinancialand
accounting records including up to date cashbook that comply with provisions of Section

68(2) of the PFM Act 2012 "'d th"t the financial and accounting records are presented

within three (3) after the close of the financial year pursuant to the provisions of Article

229 ofthe Constitution of Kenya 2010 and Section 68(2k) ofthe PFM Act 2012;

433. Slow Pace of Project Implementation and Low Absorption of Funds

The Financing Agreement reflects the project's entry date of l6 August 2010 while Section l 2

of rhe projeci lnformation and overall performance in the financial statements indicate a start

date of I February 2012. However, no activities were implemented until July 2014' when the

construction of the Project administration block commenced in Mwea' Kirinyaga County' at a

cost of Kshs.34, 944,965.00, Further, the Project has only 2l months remaining to close the five

(5) year Project' No explanation has been provided for failing to commence the Project promptly

asaresultofwhich,theobjectivesforwhichtheProjectwasstartedmaynotbeachievedbefore
the Project closes.

Submission bY Accounting Officer

The Accounting Officer in his submission stated that the financial expenditure of Ksh'

34,944,965.00 refers 10 an amount which was never disbursed to RiceMAPP nor spent by

riceMAPP. However, an office rvas constructed for RiceMAPP project at MIAD center' The

bidding, tendering, supervision and payments were actuatized by the Ministry of Agriculture'

There was delay in the start of implementation of the project which was to start on I't

February2012butstartedinJuly2014whentheconstructionoftheprojectadministration
block commenced in Mwea, Kirinyaga County, at a cost of Kshs'34' 944'965'00'

kwrtonth.E a nation o[the Rzrytt
Y2ar .nded 3d' Jnc 2015
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Committee Recommendation

The Accounting officers shourrt ensure that projects imprementations are commenced atthe stipulated dates to avoid cost and time overruns which distorts the achievement of thedesired projects objectives and leads wastage of public resources.

434. Ineligible Expenditure

The Projects total expenditure of Kshs.34, 944,g6s.00 reflected in the financial statements wasnot supported with rerevant documentary evidence. consequentry, it was not possible to confirmwhether the carrying costs of civil works as stated in the financial statements reflect the fairvalue ofthe expenditure as at 30 June 2015

Repo on h. Exaninatrcn ol rhe Reprr
Year end.d ldr Juhc 2015

of h. Auditor-G.nerul on the Financial Stotenentsfot th. National Gowmnentfor the a

Submission by Accounting Officer

The Accounting officer in his submission stated that the financiar expenditure of Kshs34'944,965'00 refers to an amount which was never disbursed to RiceMApp nor spent byriceMAPP' Flowever, an office was constructed ror RiceMApp project at MIAD center. Thebidding, tendering, supervision and payments were actuarized by the Ministry of Agricurture,Liveslock and Fisheries Nairobi (Headquarters).

Committee Observations and Findings

l' The Projects totar cxpenditure of Kshs.34, g44,g6s.00 reflected in the financiar
statements was not supported with rel€vant documentary evidence. However, theAccounting officer informed the committee that the expenditure was for amountwhich was used for construction of RiceMApp project office at MIAD center; and

2' The bidding, tendering, supervision and payments were actuarized by the MinistryofAgricurture, Livestock and Fisheries Nairobi in Nairobi Headquarters.
Committee Recommendation

The Accounting officer shourd within three (3) of tabring this report avair for audit reviewall records of procurement transactions for the construction of project office at theMinistry's Headquarters.

435. Unconfi rmed Receipts

The Project has been operating since inception without maintaining proper books of account asrequired by the Public Audit Act,2003 and the pubric Finance Management Act,20l2. Thismade it impossible to estabrish and verify the sums ofmoney received and expenditure incurred
on account of the project and rhe assers and Iiabilities of the project for the peiiod up to 30 June201s.



Submission bY Accounting Officer

The Accounting Offrcer in his submission the project has always operated and maintained an

account, District Accountant, Kirinyaga North, at Equity Bank, Kagio' During the period' the

project operated an account ** in.luriu" for the Disrict Agricultural officer, District Livestock

production Officer, District Veterinary officer and RiceMAPP' The account was under the

District Treasury Kirinyaga North. It was therefore not an illegal account'

Committee Observations and Findings

l. The Accounting Oflicer failed to ensure that proper books of account were

maintainedfor the project asstipulated in Section 68 of the PFM 2012 and Regulation

l00ofthePFM(NationalGovernment)Regulations20l5bythePublicAuditAct'2003
and the Pubtic Finance Management Act, 2012; and

2. Failure to maintain proper books of accounts for the projects made it impossible to

establishandverifythes,msof.non"yreceivedandexpenditureincurredonaccountof
the project and the assets and liabilities ofthe Project for the period up to 30 June 2015'

Committee Recom mendations

J

"t

The erstwhile Accounting, Ms. Sicilly Kariuki be held responsible for failure to ensure

that proper books of accounts for the projects are maintained pursuant to the

p.oririon, of Section 68 of the PFM 2012 and Regulation 100 of the PFM (National

bovernment) Regulations 2015 by the Public Audit Act' 2003 and the Public l'inance

Management Act, 2012; and

The Accounting ensures that proper books of accounts for the projects since its

inceptiontodatearepreparedandsubmittedtotheAuditor.Generatwithinthree(3)of
tabling of this rePort.

STRENGTHENINGFERTILIZERQUALITYANDREGULAToRYSTANDARDSIN
KENYA PROJECT - GRANT NUMBER: 2013 SHIP 001

Basis for Qualilied OPinion

436. Under-Utilization of Funds

AlthoughtheprojecthadanapprovedWorkPlanfot20l4tZ0l5ofKshs'25'193'405'00for
various-activities, and althougtr ihe donor disbursed the required funds for all the activities in the

Work Plan, the project expended only Kshs 586, 000 00 (about 2 percent ofthe funds) during the

year: Kshs.260, 000.00 on launching the project, Kshs'I5' 00000 on business cards and

Kshs.3ll,000.00onimprest.Further,despitetheavailabilityoffunds,thetotalexpenditureof
Kshs.586,000.00 was not settled during the year but was carried forward to 2015/2016 No

A;,r th" b*"r^.r rf he Report o.l the Aud'tot'Generul on the Fmanciolstate ents.

Year ended 3dr June )015



explanation has been provided for fairing to utirize alr the availabre funds to carry out project
activities as indicated in the approved work pran, or even for failing to settre the expenditure of
Kshs.586, 000.00 incuned during the year.

Submission by Accounting Officer

There was no submission given for this paragraph

Other Matter

437. Other Grants and Transfers

Included in the payments figure ofKshs. 7gr,53g,355 as at 30 June 2or5 areother grants andtransfers amounting to Kshs. 169,0g0,o27 comprising of expenditures of Kshs. 35,029,9g4 andKshs' 134,050,043 in respect of transfers to oih., gou"-,nent agencies and other grants andtransfers and payments respectively which could not be verified due to limited resources. ln thecircumstances, it is not possibre to confirm whether the expenditures were incurred for theintended purposes. My opinion is not quarified in respect ofthis matter.
Submission by Accounting Officer

The Accounting officer in his submission stated that it is true that the observation regarding thetransfers of funds to the counties and how it was utirized was made by the Auditor General
during finalization of 2or4-20r5 F.y. audit report. The Auditor Generar constituted a team ro goround the counties to confirm whether the fund was spent as per the intended purposes.
The team carried out the exercise and issued the report that the funds were actua y spent as per
the intended purposes based on the opinion issued for the same. It was in these circumstances
that I would like to state that the issue was actually resolved.

Committee Obse rvations and Findings

l' The Auditor Generar constituted a team to go round the counties to confirm
whether the fund was spent as per the intended purposes.

2' The team carried out the exercise and issued the report that the funds were actua,y
spent as per the intended purposes based on the opinion issued for the same.

Emphasis of Maller

438. Other Grants, Transfers and payments

I draw attention to Note 8.7 to the financial statements which describes other grants and transfersand payments amounting to Kshs. 435,2g5,214.23, comprising expenditures of Kshs.
140,630,113'85, Kshs.27 2,r 68,283.23 and Kshs.22,4g6,g l7.l5 in respeci of Research grants,
Farmer grants and community Energy grants respectively which could not be verified due to
limited resources. In the circumstances, it is not possibre to confirm whether the expenditures
were incuned for the intended purposes. My opinion is not quarified in respect to this matter.

T
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Submission bY Accounting Officer

The Accounting officer in his submission admitted that the statement of financial position

reflects a cash and cash equivalents balance of Kshs. 2,588,782,991 as at 30 June 2016' which

differs with the cash book balance of Kshs. 2,492,901,822 by Kshs' 95,881,169' The resultant

differencewasduetopaymentsthathadnotbeenpaidinthebankbycloseofbusinesson30th
June 2016 as analYzed below:

A board of survey report has been provided for audit review'

HesubmittedthatPaymentofKshs'6,000,000madetoalocalfreightfirmwasmadeatNational
CerealsandProduceBoardanddoesnotappearinthestrategicFoodReserveCashBook.He
notedthatpaymentvouchernumber54A4oT23l4throughchequenumber00l4Tlwaspaidto
lvi/S Mitchel Cotts Freight Kenya Limited on 2lst January 2016 for gunny bags supplied as per

Amou ntPayee

National Cereals and Produce Board

3,3 3 3,1 59.1 5National Cereals and Produce Board)

4,7 49 ,577 .10National Cereals and Produce BoardI

National Cereals and Produce BoardI
6,062,038.80National Cereals and Produce Board5

9,228,298.80National Cereals and Produce Board6

10,494,601.20National Cereals and Produce Board7

12,461J92.80National Cereals and Produce Boardti

13,3 85,1 37.90National Cereals and Produce Board9

r 3,394,500.00National Cereals and Produce Board

I s,901,7 49.2sNational Cereals and Produce Boardll
282,400.00SFR Board Facilitationt2

95,881,169.20Total

Repo on thz E amnolion ofhc RePo4 of
Y.ot ended 3d^ Jtu. 20 I 5

tjre Avdiar-Cencral on rhe Financiol Slate enls Ior he Nalionol Gov.nmenl lor A' e

t,r2,460.20t

5,27 5,8s4.00

l0



the NCPB credit Purchase Advice No. r4A4o23g2o and r4A4024| 9 of 36,300 pieces. The
supplier Ivl/S Blue Horizon properties Limited did a request for partiar puyr"nt of Kshs.
6'000,000.00 (Six Million) and rhe balance to be paid to their bank r."ornt ih.ugh their letter
dated I4th December 2015.

Committee Observations and Findings

The statement of financiar position reflects a cash and cash equivarents barance of Kshs.
2'588'782'991 as at 30 June 2016, which differs with the cash book barance of Kshs.
2'492,901,822 by Kshs. 95,881,r69. The resurtant difference was due to payments that hadnot been paid in the bank by close of business on 30th June 2016

Committee Recommendation

The Accounting officer shourtr ensure that the entity keeps comprete financial andaccounting records incruding up to date cashbook that compry with provisions of section68(2) of the PFM Act 2012 and that the financiar and accounting records arc presentedwithin thrce (3) after the crose of the financial year pursuant to the provisions of Articre
229 oI the Constitution ofKenya 2010 anrl Section 6g(ik) ofthc pFM Act 2

Repo on the E amtruhon ohhe R.port olthe,1
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27.2. STATE DEPARTMENT OF LIVESTOCK

FINANCIAL STATEMENTS FOR VOTE 153

Mr. Harry Kimtai' the Accounting Officer State Department of Livestock accompanied

byMs. Lorna Odero, Director of iatinittt"tion; Mr' Joseph Mwangi Kamau; Principal

Finance Officer, Mr Julius Kiptarus; Director Livestock' Ms' Penninah W' Ndirangu;

Principal Accountant, Mr"lutia KinlTua; Deputy Director Veterinary Services' Mr' Kiptoo

Bett;Project Financial n"to'nt"nt"pft' Wittitrn Koech; SDL-HRM' Mr' James Citro;

SDL- PALHD and Mr' Nicholus Kivuvo; SDL- ADVS appeared before the Committee on

23rd August,2018 to adduce-"nidt"" on the audited financial statements for Vote 153

state Department of Livestock for the financiar year (Fy) 2or4lzol5, The Minutes of the

Lo..iti""'. Sittings on evidence taken are attached to this report'

439. Accuracy of the Financial Statements

439.1 Use of Goods and Services

The figure of Ksh. 578,279,676 00 reflected in the statement of receipts and payments' and

which comprises "*p.ndit"" 
on 

'u'ious 
item' as shown under Note 13 differs from the figure of

Ksh. 557,632,862.95 extracted from the supporting documents'

Submission bY Accounting Office

TheAccountingofficerinhissubmissionadmittedthatthefigureforuseofgoodsandservices
shown in the financial statements was Ksh'578' 279'676 while the figure extracted from

supporting documents at ttre time of audit was Ksh'557' 632'862'98 ' The difference of Ksh' 20'

646,813 relates to 
"*ptnait"t 

i'om the Districts for which expenditure returns had not been

received at the headquarters during the audit' The retums have since been obtained and

submitted for audit review'

Committee Observation and Finding

There figure for use of goods and services shown in the linancial statements of Ksh' 578'

27g,676 wrsdifferent from the figure extracted from supporting documents at the time of

audit which was Ksh'557, 632'8;2'93' The resultant difference of Ksh' 20'646'El3 was

attributed to delays receipts and reconciliation of expenditure returns from the Districts'

Committee Recommendations

1. The Accounting Officer should ensure that the entity keeps up-to-date and

that comply with provisions of Section

financial and accounting records are

of the financial year pursuant to the

of Kenya 2010 and Section 68(2k) of the

reconciled [inancial and accounting records

68(2) of the PFM Act 2012 and that the

presented within three (3) after the close

provisions of Articte 229 of the Constitution

PFM Act 2012; and

Ra@ on tha E aminalion
Year cndcd 3A' Jac 20I5
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2' The Cabinet secretary for the Nationar rreasury shourd within three (3) monthsafter tabling of this report ensure that the public Sector Accountirg irrrar.aBoard (PSASB) in rine with its functions as sripurated in Section 194 ofthe pFM Act2012 embark on developing a framework & standards for the adoption ofthe IpSASaccrual basis of accounting and reporting by the national government MDAs asopposed to the IpSAS-cash basis of accounting and reporting which has been inforce since Ist Jury 2014 and has not addressei pe.tinent matters such ,. ,i,,,ngdifferences in accounting and reporting fo, ."r"nr".
439.2 Acquisition of Assets

Similarly' the expenditure of Ksh. 667,606,466.00 reflected in the statement of receipts andpayments under acquisition of assets, incrudes expenditure on severar items totaring Ksh.66r 
'432,9 15'00 which, however, differ from the figure oi*.r,r. +z:,zso,2gg.00 extracted fromthe supporring documents' No ex^pranarion h* ;;.; lrwided for fairing to reconcile rhedifrerences between the two sets of records, as a resurt or *ni.n, the accuracy of the financialstatements could not be confirmed.

Submission of the Accounting Officer
The Accounting officer in his submission admitred that rhe expenditure of Ksh. 667,606,466.00shown in the financial statemen., under acquisition of assets incruded expenditure on severalitems totaling Kshs 661,432,9r5.00 which ho*"r", ainerea nom the of Ksh. 473,2g0,2gg.00extracted from supporting documents. He reported that the difference of Ksh. rgg,142,627relatcd to expenditure in the frerd stations for *i;"i *r""o,,rre retums had not been received inthe headquarters at the time ofaudit. He submitted ,nui,t 

" 
r",r-, have since been obtained andsubmitted for aud it verification.

Committce Observation and Finding

It was true that the expenditure of Ksh. 667,606,466.00 which was shown in the financiarstatements under acquisition of assets incrudetr cxpenditure on severar items totaring Kshs.661'432'915'00 which however differed from Ksh. 473,290,2g8.00 extracted fromsupporting documents. The resurtant difference of Ksh. 1gg,142 ,,627 was attributed todelays of receipts and reconciriation of expenditur" ,"trr,,. from the fierd stations.
Committee Recommendations

The Accounting officer shourd ensure that a, AIE horders in the fierd officerssubmit their returns in timl
nnanciar and accounting ";Jj::i#"i"I;,;T',L f:lil:J:, ;i:;:rd;:;l;:PFM Act 2012 and that the financiar ,ra'"""ornti'nf ."lo.a, 

"." presented withinthree (3) after the crose of the financiar y"". pr..ur-n, to tt" p.ori.ions of Articre229 ofthe Constitution ofKenya 2010 ani Section eSlZt<; ofrhe pFM Act 2012; and

I
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2. The cabinet secretary for the National Treasury should within three (3) months

after tabling of this report ensure that the Public Sector Accounting Standard

Board(PSASB)inlinewithitsfunctionsasstipulatedinSectionl94ofthePFMAct
2012 embark on developing a framework & standards for the adoption ofthe IPSAS

accrual basis of accounting and reporting by the national government MDAs as

opposed to the IPSAS cash basis of accounting and reporting which has been in

forcesincelstJuly2014andhasnotaddressedpertinentmatterssuchastiming
differences in accounting and reporting for revenue'

440. Pending Bills

As disclosed in Note 26.1 to the financial statements, the Ministry, as at 30 June 2015' had

pending bills totaling Ksh. 25g,636,678.40 which were not settled in 201412015 but were carried

forwardto2015120|6.Hadthebillsbeenpaidandtheexpenditurechargedtotheaccountsfor
2ll4l20l5,the statement of receipts and payments for the year ended 30 June 2015 would have

reflectedadeficit(unauthorizedexcessvote)ofKsh.94,8l4,954.00insteadofthesurplus
(under.expenditure)ofKsh.|64,s2l,Tz4.0onowshown.Failuretosettlebillsduringtheyearto
which they relate distorts the financial statements for the year and adversely affects the

budgetary provision for the subsequent year to which they have to be charged'

Submission of the Accounting Officer

TheAccountingofficerinhissubmissionadmittedindeedtherethatthestateDepartmenthad
billstotalingKshs.25g,6]6,678.4}relatingtotheFY20l4/20l5andwhichwerecarriedforward
totheFY2015120|6,Hereportedthatthebillswerenotpaidduetolackofexchequerbutthey
were, however, cleared as a first charge in the subsequent financial year'

Committee Observations and Findings

l. The State Department of Livestock incurred bills totaling Kshs'259' 636'678'40

relatingtotheFY2014/2015andwhichwerecarriedforwardtotheFY20|512016i
and

2. Had the pending bills been paid and the expenditure charged to the accounts for the

FY 2014/2015, the statement of receipts and payments for the year ended 30th 'Iune

2015 would have reflected a deficit (unauthorized excess vote) of Ksh. 94'814'954'00

instead of the surplus (under-expenditu re) of Ksh' 164'821'724'00 as was shown in

the audited statements.

Committee Recommendations

TheAccountingofficersshouldatallcostavoidincurringpendingbillsinanyfinancial
year since any pending bill forms a first charge in the subsequent financial year's budget

ihereby impeding smooth implementation of the subsequent budget'

-n"*,,on*"E,o^*o,,o,of,*n"poo|lheAud'torGenenlontheFtnancnlStatenents

Yeat rndtd 3f June 20 tj



44I. Compensation of Employees

The statement ofreceipts and payments, and as discrosed in Note l2 to the financial statemen*,
reflects an expenditure of Ksh. 1,354,4 15,264.00 under compensation of employees which,
however, differs by an amounr of Ksh. 466,499.00 from the amount of Ksh. 1,3 53,94g,765.00
shown in the underlying supporting records and documents. No reconciliation has been providedfor the difference, as a resurt of which, the accuracy of the expenditure of Kshs.
1,354,415,264.00 reflected in the financial statements could not be confirmed.
Submission by Accounting Officer

The Accounting officer in his submission admitred rhat there was a variance of Ksh.466,499 inrespect of compensation of emproyees. This was because of payment to casual/temporary
employees which do not go rhrough IppD (payrolr) arrhough it was a payro, item in rhe votebook' He tabled a schedure and copies ofpayment vouchers 

-used 
to pay the casuars totaring Ksh.466, 499.

Committee Observations and Findings

l. The statement of reccipts and payments reflected an expenditure of Ksh.
1,354,415,264.00 under compensation of employees which,
amount of Ksh. 466,499.00 from the amount of Ksh. 1,35
shown in the undcrlying supporting recortls and documents;

however, differed by an
3,948,765.00 which was
and

2. The Accounting officer faired to provide in time of the audit, a reconciliation of thedifference of Ksh. 466,400.000 which attributed ro payment to casuar/temporary
employees which do not go through IppD (payroll).

Commift ee Recommendation

The Accounting officer shoultt ensurc that payroll reconciliations are undertaken intimeand that the entity keeps up-to-date financiar and accounting records that compry withprovisions of section 6s(2) of thc pFM Act 2012 and that the financiar and accounting
records are presented within three (3) after the closc of the financiar year pursuaot to theprovisions of Articre 22g of the constitution of Kenya 2010 and section 6g(ik) of thc pFM
Act2012.

4.12. Transfers to Other Government Units

The statement of receipts and payments, and as discrosed in Note l5 to the financiar statements,
reflects an amount of Ksh. 2,2gr ,473,937.00 as transfers to Nationar Govemment entities.
However, the amount differs with the amounts receipted in the entities totaring Ksh.
I ,609,691,510.00 by an unexplained and unreconciled amount of Ksh. 6?1,7g2,427.00.
consequently, rhe compreteness and accuracy of the figure of Ksh. 2,2gr,473,937 .00 sho*n in
the financial statements as transfers to other Government units courd not be confirmed.
Submission by Accounting Officer

Repo on th. Eurnination ol rhe Renrr
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TheAccountingofficerinhissubmissionreportedthattheamountofKshs.l,609,69l'510
relateslostateCorporationsandFundsbutexcludesdonorfundedprojects.Acomprehensive
schedule for alI disbursements has since been submitted to the auditors'

Committee Observations and Findings

There was unexplained and unreconciled difference of Ksh' 671'782'427'00 between

the statement of receipts and payments, which reflected an amount of Ksh'

2,281,473,937.00 as transfers to national government entities and amount receipted

in the entities totaling Ksh. 1,609,691,510'00; and

The amount receipted of Ksh' 1,609'691,510'00 was relating to lransfers to other

state corporations and funds but did not include receipts for donor funded projects'

I

1

TheAccountingofficershouldensurethatreconciliationofstatementsofreceiptsand
payments is uidertaken in time and that the entity keeps uPto-date financial and

accounting records that comply with provisions of Section 63(2) of the PFM Act 2012 and

that the financiat and accounting records are presented within three (3) after the close of

thefinancialyearpursuanttotheprovisionsofArticle22goftheConstitutionofKenya

Committee Recommendation

2010 and Section 68(2k) ofthe PFM Act 2012'

443. Procurement of Goods and Services

Ministry got value for money on these procurements

Submissions bY Accounting Officer

TheAccountingofficerinhissubmissionStatedthatRegulations3&4oftheProcurementand
Disposal Regulations, 2006 provided as follows:

(3) The inspection and acceptance committee shall immediately after delivery of the goods'

works or services

a) inspect and where necessary, test the goods received;

b)inspectandreviewthegoods,workorservicesinordertoensurecompliancewiththe
terms and specifications ofthe contract

c) accept or reject, on behalfofthe procuring entity' the delivered goods' works or services'

(4) The inspection and accePtance committee shall-

R.prt on the Erafiinonon of th. RePorl
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RecordsanddocumentsavailedindicatethatgoodsprocuredworthKsh.l6,02l,500.00were
delivered and taken on charge in the stores before being inspected by the lnspection and

Acceptance Committee ur r.qli,"d by Regulation l7(3) and (4) ofthe Public Procurement and

DisposalRegulations,2006.lnthecircumstances'itwasnotpossibletoascertainwhetherthe



a) ensure that the correct quantity ofhas been received;

b) ensure that the goods, works or services meet the technical standards defined in thecontract;

c) ensure that the goods, work or services have been delivered or compreted on time, or thatany delay has been noted.

d) ensure that allrequired manuals or documentation have been received; and
issue interim or completion certificate or goods received notes, as appropriate and inaccordance with the contract.

c)

He submitted that though the goods had been taken on charge by rhe stores personner by firingand signing the Counter Receipt voucher (S13) prior'to inspection, the Inspection andAcceptance committee confirmed that the correct quantity of goods were received prrruunt tosubsection 4(a) and confirmed that the goods met the technicar specifications pursuant tosubsection 4(b).

The Ministry wishes to state that at the time of the derivery of the goods, the Inspection andAcccptance committee members were inspecting high varue items (Hydroponics) derivered inour stations in Naivasha and Kitengela and were it,.."ro.. not available on the day the deliverieswere done' The Ministry regrets this anomaly but categorica,y confirms that ii got rutr" ro,money for the goods it hacr received. It is noteworlhy ro o-br"*. that the payment process did notstart until inspection and acceptance ce(ificates were issued and the items *"." no, utirized bythe users before their compliance to requirements was ascertained by the committee.
Committee Observations and Findings

1' It was confirmed that indeed it was true that records and documents avaired to theauditor indicated that goods procured worth Ksh. 16,02r,500.00 were delivered andtaken on charge in the stores before being inspected by the Inspection andAcceptance Committee; and

2' The Inspection and Acceptance committee later undertook an inspection andconfirmed that the correct quantity of goods were received pursuant to sub-section
4(a) ofthc Regurations an, confirmed that the goods met the technical specifications
pursuant to sub_section 4(b) of the Regulations.

Com mittee Recommendation

The Accounting officers must at a[ times ensure that a[ procurement processes incrudinginspection and acceptances of goods and services compry with provisions of Article 227 (l)of the constitution ofKenya 2010, the pubric procurement and Asset Disposar Act 2015 itsattendant Regurations, and the procurement guidelines as issued from time to time,
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444. Outstanding ImPrest

Thestatementoffinancialassetsasat30thJune20l5reflectsanoutstandingimprestbalanceof
Ksh.l,l00,3g3.00whichdifferswiththeMinistry,simprestregisterandotherrecordsamounts
totaling Ksh. 1,019,343.00 by an unreconciled and unexplained amount ofKsh. 81,050.00. These

imprest balances ought to have been surrendered or accounted for on or before 30th June 2015'

asrequiredbySectionTl(2)ofthePublicFinanceManagementAct'2012'andParagraph5'6'5
ofthe Govemment Financial Regulations and Procedures'

Submission bY Accounting Officer

The Accounting officer in his submission admitted that the outstanding imprests balance

reflected in the Accounts differed from the figure derived from the imprest register by a figure of

Kshs.8l, 050. He repo(ed that the difference was occasioned by some surrender vouchers being

pro".rr.d in the system before clearance from the imprest register' The register has since- been

updatedandagreeswiththefigureintheAccountsFurther'theoutstandingimprestsofKsh'
I ,l 00,393 have since been surrendered'

Committee Observations and Findings

l. The statement of financial assets as at 30th June 2015 reflects an outstanding

imprest balance of Ksh' 1,100,393'00 which were due but not surrender as at the

close of the financial year contrary to the provisions of the PFM Act 2012 and

Paragraph 5.6.5 of the Government Financiat Regulations and Procedures; and

2.TheVotesimprestregisterandotherrecordsamountstotalingKsh.l,019,343.00by
an unreconciled and unexplained amount of Ksh' 81'050'00'

Committee Recommendations

l.TheAccountingofficershouldensurethatreconciliationofimprestsisundertaken
in time and that the entity keeps uPto-date financial and accounting records that

comply with provisions oiSection 68(2) of the PFM Act 2012 and that the financial

andaccountingrecordsarepresentedwithinthree(3)afterthecloseofthefinancial
yearpursuanttotheprovisionsofArticle22goftheConstitutionofKenya2010and
Section 68(2k) of the PFM Act 2012; and

2. The Accounting Officer should ensure that imprests are managed and surrendered

in time in line with the provisions of the PFM Act 2012 and Regulation 93 of the

PFM (Nationat Government) Regulations 2015'

445. UnsuPPorted Balance

ThestatementofassetsreflectsabalanceofKsh'156'679'l0s00underdistrictsuspense'which
has,however,neitherbeensupportedbyanydocumentaryevidencenoritsnatureexplained'No
.*ftunu,ion has been provided for failure to support or explain the nature of the balance' as a

result of which, its completeness and accuracy could not be confirmed'
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Submissions by Accounting Officer

The Accounting officer in his submission exprained that the barance of Ksh. r 56, 679, l0g underdistrict suspense rerates to district expenditure which had not been captured as at the time ofaudit because expenditure retums had not been obtained from the disrricts. H. ,"po.t"d thrt
expenditure retums have since been obtained from the districts and the amount fully accounted
for.

Committee Observations and Findings

I' There was at the tirne of audit unsupported of Ksh.r56, 67g,10g under district
suspense relates to district expenditure; and

2' The unsupported balance ofKsh.l56,679,l08 under district suspense was attributed
to delays in receiving expenditurc returns from the Districts and therefor was notreconciled by the time of the audit.

Committec Recommendations

1' The Accounting officer shourd ensure that the entity keeps up-to-date andreconcired financiar and accounting records that compry with provisions of Section68(2) of the pFM Act 2072 and that thc financiar and accounting records arepresented within three (3) after the crose of the financial year p,lrsuant to theprovisions of Articre 22g of the Constitution ofKenya 20r0 and section 6g(2k) of thePFM Act 2012; and

2' The cabinet Secretary for the Nationar rreasury shourd within three (3) monthsafter tabling of this report ensure thaa rhe pubric sector Accounting Standard
Board (pSASIr) in rine with its functions as stipurated in secti,n lg4 0f the pFM Act2012 embark on deveroping a framework & standards for the arroption of the IpSASaccrual basis of accounting and reporting by the nationar government MDAs asopposed to the IpSAS cash basis of accounting and reporting which has been inforce since lst Jury 2014 anrJ has not addressed pertinent matters such as timing
differences in accounting and reporting for revenue

446. Construction of Biosafcty Laboratory at Ka bete, Nairobi
The expenditure of Ksh. 667,604,466.00 reflected in rhe statement of receipts and payments
under acquisition ofassets incrudes an amount ofKsh. L 9,42g,639.00 paid on construction ofbuildings, out of which, Ksh- 9,622,629.00 was paid for rhe construclion of a Biosafety
Laboratory in Kabete, Nairobi. As repo(ed in the Fy 2013/20r4, this project, with a conrract
price of Ksh. 98,840,597.92 had commenced in 2012 rvith a scope of: construction of the main
Iaboratory block, erectricar, mechanical and civir works, was to be completed on 3 February
2014.
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As at 30th June 2015' the project had not been completed although the contract period had long

elapsed. Information avaiiable indicates that the contract was mutually terminated when the

works were at lintel level: with roofing, plastering, painting, doors, windows and other elements

of finishing have not been done. et ttre iime of termination, the contractor had been paid a total

of Ksh. 48,997,4 I 8 35 (or about 49 6%) of the contract price'

Theremainingworkshavesincebeenre.advertisedandanewcontractoraq,ardedthecontract
on 20th January 2016 to complete the project at a new contract price of Ksh 69'012'866 00'

Owing to the delay in completion ofthe project for over two (2) years now' it is not possible to

ascertain whether this construction projeci will be completed or to determine the additional costs,

ifany,thatwouldbenecessarytocompletetheproject'orthelossesthattheMinistrywould
suffer in the event that the project is not completed'

Submission bY Accounting Officer

The Accounting officer in his submission explained that owing to occasional late paymenls due

to budgetary constraints, the original contractor abandoned site before completing the project' It

was the agreed to mutually terriinate the project' with effect from 2lst May' 2015' It was also

agreed that the contractor would not sue the Ministry for any damages'

Uponthattermination,theprocessofengaginganothercontractorstartedandonewasidentified
on I 2rh February, 2016. The n"* 

"onuu.1 
.o.menced on I 5th March 2016, with a contract price

of Ksh. 69,012,866.00 and a contract period of 40 weeks' to be completed on 20th December

2016.

He further submitted that by 27th September, 2016 work done under the new contract was l6%

and amount paid was 11,0E6,680'00' However due to inadequate budgetary allocations to the

project,thecontractwasextendedtothefinancialyear20lS/19'Atthemoment'theprojectis
957o 

"o.pl"t" "nd 
is expected to be completed in December 2018'

Committee Observations and Findings

l The contract for the construction of Biosafety Laboratory at Kabete, Nairobi at

contract price of Ksh. 98,840,597'92 was mutually terminated on 21st May 2015 the

contractor having been paid a total of Ksh' 48'997'418'35 (or about 49'67o) of the

contract Price;

2. The mutual termination was attributed to inadequate budgetary allocation and

exchequer releasesl

3. Upon the mutual termination, the process of engaging another contractor was

started and one was identified on 12th February, 2016' The new contract

commenced on 15th March 2016' with a contract price of Ksh' 69'012'866'00 and a

contract period of 40 weeks, which was to be compteted on 20th December 20161

and
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4' The project was not compreted within thc set timerines in the 2nd contract since by
27th September,20l6 work done untler the new contract was only l6yo and amount
paid was Ksh. 11,086,6g0'00. The contract timerine has since been extended to the
FY 2018/19 and is expected to be completed in December 201g.

Committee Recommendations

l' The Accounting officers must at a, times ensure that a, procurement processes
with provisions of Articre 227 (r) of the Constitution of Kenya 2010 which stipurates
that when a State organ or any other pubric entity contracts for goods or services, itshall do so in accordance with a system thai is fair, 

"qrilbl", t.anspa.ent,
competitive and cost-effective; and

2' The Accounting officers must at a, times ensure that procurements of goods, worksand services of the pubric entity arc rvithin approved budget of thlt entity asstipurated in section 44 (2) of the pubric procurement and Assct Disposar Act 2015
so as to avoid the excuses on inatlequate budgetary provisions for thc compretion ofpublic projccts.

As previously reported in 2013/20r4,rhe Government, through Gazette Notice No. g90 dated 5thMarch 1957, allocated 1,400 acres, of land in Ngong, Kajiado County, to the Ministry for theconstruction of a veterinary training school, a veterinary farm, and related activities. Information
and documentation availed indicates that the land ."u.ur", I,500 acres. The Ministry has notprovided explanation for the difference of I00 acres. Further information and records availed atthe Ministries of Agricurture, Livestock and Fisheries and that of Lands, Housing and UrbanDevelopment indicate that some Government agencies and private organizations have i*egurarry
taken possession of 509 acres.

The Minisrry has ro date not obtained titre of ownership of the rand from the Ministry of Lands,Housing and urban Development. In the circumstances, it is not possibre to confirm the extent of-impairnrent of the varue of the rand, if any, due to the encroachment by Government agencies
and private Institutions.

Submission by Accounting Officer

The Accounting officer in his submission exprained rhat the Ministry had made efforts to surveythe land but has met obstacres in finalizing the process. The obstacles incrude: craims by thecommunity that the land berongs to them, approvars from the Kajiado county Govemment andclaims by other institutions of the National Govemment and private institutions such as police,
Meteorological department, Kenya Defense Forces(Army) and Halal. The Ministry has asked the
National Land Commission to secure the land since this is public land.

147. I and
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The Chairman of the National Land Commission (NLC) called for a consultative meeting

involving various stakeholders to Ngong'veterinary farm on 21st September' 2016 to resolve the

issue. He fu(her submitted ttrut 
-a 

team of officers from the Ministry of Lands Nairobi

Headquarters led by the Director of Survey and accompanied by the Deputy County

commissioner of Kajiado North visited the farm on l lth September, 20r 7 with the aim of

implementing a Presidential directive made on 4th August' 2017' The team wanted to ascertain

andappreciatethephysicalboundariesandinstitutionswithintheNgongveterinaryfarmbefore
furthersurvey.ThemeetingheardthatapreliminarysurveycarriedoutbyMinistryofLandsand
Physical Planning established that the acreage of the parcel is 601'19 (equivalent to l'485 6

acres)

HesubmittedthattheSurveyProcesswasongoingandthestateDepartmentispursuingforthe
Title deed.

Committee Observations and Findings

l TheGovernment'throughGazetteNoticeNo'890dated5thMarch1957'allocated
1,400 acres, of land in Ngong, Kajiado County' to the Ministry for the construction

of a veterinarY training school;

2. The Ministry has not finalized the survey of the land and that the preliminary

survey carried out by Ministry of Lands and Phy,sical Planning established that the

acreage of the parcel is 601'19 (equivalent to l'485'6 acres); and

3. The Ministry has engaged the that National Land Commission whose Chairman

called for " .on'u uL" meeting involving various stakeholders at Ngong'

veterinary farm on 21st September ' 2016 to resolve the issues and obstacles

including claims laid to the land by the Community'

Committee Recommendation

The Cahinet Secretary responsible for matters of veterinary and the Chairperson' National

LandCommissionshoutdexpeditetheprocessoffinalizationofsurveyandissuanceoftitle
forthelandandreportn""kth"p'ogtt"totheNationalAssemblywithinthree(3)months
of the adoPtion of this rePort'

r
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27.3.THE STATE DEPARTMENT OF FISHERIES

FINANCIAL STATEMENTS FOR VOTE I54

Basis for Qualified Opinion

448. UnsurrenderedRevenue

Prof' Micheni Ntiba' the Accounting officer, State Department of Livestock accompaniedby Ms. susan Imende, Ag. Director Generar; Mr. Henry ondara, chief Accountant; Ms.Priscille Karanja, Ag. Head of Accounts; Mr. Joseph M. Kr,r*o, Chief Economist; Ms.Jane N. Kinyai, Deputy Director Finance; and Ms. sharon cheredi, Finance officerappeared before the Committee on 28th August,2018 to adduce evidence on the auditedfinanciar statements for vote I54 state Department of Fisheries for the Financiar year(FY) 20r4l20l5' The Minutes of the Commitiee's sittings on evidence taken are attachedhereby attached to this report.

state Department of Fisheries - Revenue statement Head 000000-r56 Fishing Rights

The revenue statement for the year ended 30th June 20 r5 reflects a revenue on hand barance ofKsh' 4,473,244.00 that had not been surrendered to the exchequer as at 3Oth June 20 r5, contraryto the requirements of Paragraph 6.4.5 ofthe Governmcnt Financial Regulations and procedures.
Submissions of the Accounting Officer
The Accounting officer in his submissions herein attached as annex... admitted that theStatement of Revenue shows revenue in hand barance of Ksh 4,473,244 that had not beensurrendered to exchequer as at 3,th June 20r5 contrary to requirement of paragraph 6.4.5 0fGovemment Financiar Regurations. He reported that the amount was indeed banked with centrarBank ofKenya on Various dates between 24th and 30th iune 2015 (incrusive) but centrar Bankdelayed in crediting the Ministry Revenue Accounts. I"le further reported that lhe total amountbanked was 4,825,843.20 which is more rhan the amounr queried of Ksh 4,473,244. Thedifference of Ksh' 352,599.20 was amount banked but had not been posted in cash book as ar30th June 201 5.

Committee Observations and Findings

1' It was true that the revenue statement for the year ended 30th June 2015 reflected arevenue in hand barance of Ksh. 4,473,244.00 that had not been surrendered to theexchequer as at 30th June 2015, contrary to the requirements of paragraph 6.4.5 0fthe Government Financial Regulations and proceduresl

2' The delay in the surrender of the revenue in hand barance of Ksh. 4,473,244,00 as at30th June 2015 was attributed to timing differences where the amount was indeedbanked with centrar Bank of Kenya on various dates between 24th and 30th June2015 (incrusive) but the centrar Bank of Kenya delayed in crediting the Ministry
Revenue Accountsl and
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The total amount banked was 4,825,843'20 which is more than the amount queried

of Ksh 4,473,244. The difference ofKsh' 352,599'20 was amount banked but had not

been posted in cash book as at 30th June 2015'

Committee Recommendations

2

The Cabinet Secretary for the National Treasury should within three (3) months

after tabling of this report ensure that the Public Sector Accounting Standard

Board IPSAiB) in line with its functions as stipulated in Section 194 ofthe PFM Act

2012 embark on developing a framework & standards for the adoption ofthe IPSAS

accrual basis of accounting and reporting by the national government MDAs as

opposed to the IPSAS cash basis of accounting and reporting which has been in

force since lst July 2014 and has not addressed pertinent matters such as timing

differences in accounting and reporting for revenuel

The Cabinet Secretary for the National Treasury should fast-track the adoption of

IPSAS accrual basis of reporting by all national government entities including Semi-

Autonomous Government Ag"n"ies (sAGAs), state corporations and

Constitutional Commissions "nJ 
Ind"pend"nt Offices' IPSAS accruals basis of

accounting and reporting provide a complete and reliable picture of the financial

position J MDAs and addresses timing difference challenges in accounling and

reporting thereby promoting transparency and a better understanding of financial

position of the whole government; and

The Accounting Officer should ensure that the entity keeps complete financial and

accounting records including up to date cashbook that comply with provisions of

Section 68i2) of the PFM acizOtz and that the financial and accounting records are

presented within three (3) after the close of the financial year pursuant to the

p.ovi.ion. of Article 229 of theconstitution of Kenya 2010 and Section 68(2k) of the

PFM Act 2012.

J
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28.0. MINISTRY OF EAST AFRICAN AFFAIRS, COMMERCE AND TOURISM
28.I. STATE DEPARTMENT OF EAST AFFRICAN AFFAIRS
FINANCIALSTATEMENTS FOR VOTE 156

l. The Committee marked the matter as outstantling.

2. The Accounting Officer during the period under review was Amb John
Konchellah.

Committee Recommendations

Ms. Betty Maina, the Accounting officer appeared before the pAC Committee of the lrthParliament accompanied by Mr. Samson ongato; senior Assistant Accountant General,Mr. Nelson Mose; Senior Finance Officer, Mr. Eliud Matira; Head Supply ChainManagement to adduce evidence on the audited financial statements for vote 156 stateDepartment of East African Affairs for the Financiar ycar (Fy) 20llt201s.The Minutes ofthe Committee's Sittings on evitience taken are attached hereby attached to this report,
Basisfor Qualifi ed Opinion

,149. Unsupported Development Expenditure

During the year under revicw, the Departnrent recognized revenue of Kshs.54, 790,g90 fromTrade Mark Eas tAfiica (TMEA) and expensed the entire amount. Though copies of payment
vouchers have been availed, othera ccompanying documentation to support these paynents hasnot been made avairabre for audit verification. This is in contravention ofsection oti 1u) or,n"Public Financial Management Act,2012 which requires an accounting officer to ensure tha ttheentity keeps financial and accounting records that comply with the Act.
consequently, the propriety ofthe expendilure ofKshs. 54,7g0,ggocould not be ascertained.
Committee Observations and Findings

I within three months of the adoption of this Report, the former Accountingofficer, Amb John Koncherahshourtt cnsure that hc riases with current
Accounting officer to avair to the Au<ritor Generar supporting documentation
requested to support payment of Kshs,54,790,g90 for audit verification and
rcvrew.

) Where the former Accounting officer fails to provide the supporting documents,
the Cabinet Secretary- National Treasury should proceed to surcharge him for
Kshs'S4, 790,890 pursuant to the provisions of Articre 226(5) of the Constitution
and section 202 of the public Finance Management Act, 2012.

3. The EACC and DCI must investigate the propriety of
Kshs.54,790,890 from the State department of Commerce and Tou

transfer of
rism during
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the financial year 201412015 with a view to prosecuting any person found

culPable for a criminal offence'

450. AccountReceivables-Outstanding Imprests

ThestatementofassetsreflectsaccountsreceivableofKshs.5,45T,4T2asat30June20l5.
Authority to lncur Expenditure (AIEs) issued to the Ministry of Foreign Affairs of

Kshs.S,lg4,0l6hadnotbeenaccountedforasat30June20l5.Further,Staffimprestsand
advances of Kshs.263,455 had not been recovered. This is in contravention of section a3(l) (a)

of the Public Finance Management Act, 2012'

Committee Observations and Findings

l. The Committee marked the matter as outstanding'

2. The Accounting Officer during the period under review was Amb John

Konchellah.

Committee Recommendations

L Within three months of the adoption of this Report' the former Accounting Officer'

AmbJohnKonchellahshouldensurethatheliaseswithcurrentAccountingofficer
to avail to the Auditor General documentation to resolve matters relating to

outstanding imprests of Kshs'5,457,472for audit verification and review'

2. Where the former Accounting officer fails to provide the supporting documents, the

Cabinet Secretary-National Treasury should proceed to surcharge him for Kshs'S'

457,472pursuant to the provisions of Article 226(5) of the Constitution and section

202 of the Public Finance Management Act, 2012'

3. The EACC and DCI must investigate the propriety of transfer of Kshs'S'

457,472from the State department of Commerce and Tourism during the financial

year 201412015 with a view to prosecuting any person found culpable for a criminal

offence'

451. Accounts PaYables

ThestatementofassetsreflectsanamountofKshs'2,4TT,g5Tinrespectofaccountspayables
as at 30 June 2015. However, supporting documents in support ofthis amount were not availed

for audit verification. consequently, the accuracy and propriety ofthe accounts payables

balance of Kshs.2,477 ,957 could not be ascertained'

Committee Observations and Findings

1. The Committee marked the matter as outstanding'

2. The Accounting Officer during the period under review was Amb John

Knochellah'
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Committee Recommendations

r' within three months of the adoption of this Report, the former Accounting officer,
Amb John Konche[ah should ensure that he riases with current Accountin"g oflicer
to avail to the Auditor General documentation to resolve matters relating to'accounts
payables of Kshs.2,427,957for audit verification and review.

2' where the former Accounting officer fairs to provide the supporting documents, theCabinet Secretary-Nationar rreasury shourd proceed to surcharge him for Kshs.2,
477,957pursuant to the provisions of Article 226(5) of the Constitution and section
202 of the public Finance Management Act,2012.

3. The EACC and DCI must investigate the propriety of transfer of Kshs.2,
477,957from the State department of commerce and rourism during the financiaryear 2014/2015 with a view to prosecuting any person found culpabre for a criminar
offence.

452. Arrears of Subscriptions to East African Community
The East African Community (EAC) Treaty_1999, Chapter 2g: Arricle 132 (l) stipulates thatthere shall be a budget for the organs and institutions of the Community, save for the serf_accounting instirutions, and Articre 132 (4) provides that the budget ofthe communif shallbe funded by equar contributions by the partner states and receipts from regionar andinternationar donations and any other sources as rnay be determined by the councir. A reviewof the documentation avaired reveared that the country through the State Department of EastAfrican Affairs has no1 consistently paid its contributions resurting in arrears ofKshs'122,619,679.g0 (usD.1,243,r03) as at 30 June 2015. In addition, the Department hasnot provided reconciriation ro show the correct position between the amount in supporting

documents of rJ9D.2,764,254 and that reflected in the financiar statements of usD. r,243, r03.
consequently, the East African Community Treaty was not honored which impacts negativery
on the financial affairs ofthe East Africa Community and the integralioagenda.

Committee Observations and Findings

l. The Committee marked the matter as outstanding.

2. The Accounting Officer during the period under review was Amb John
Konchellah.

Committee Recommendations

within three months of the adoption of this Report, the former Accounting officer, AmbJohn Konchellah shourd ensure that he riases with currcnt Accounting officer to avair tothe Auditor Generar documentation to resorve matters rerating toarrearsof subscriptionsto
the EastAfrican Community.
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453. InadequatelySupportedExpenditure

ThestateDepartmentpaidKshs.2,88T,840tovarioussuppliersbuttherewasinadequate
supporting documents like ETR and relevant approvals' An amount of Kshs'798'424 was also

puii ,o iou, suppliers who were not in the list of pending bills as at 30 June 2014'

bonr"qr.ntly, the propriety of expenditure of Kshs'3'686'264 could not be ascertained'

Committee Observations and Findings

l. The Committee marked the matter as outstanding'

2. The Accounting Officer during the period under review was Amb John

Konchellah.

Committee Recommendations

l. Within three months of the adoption of this Report, the former Accounting Officer'

AmbJohnKonchellahshouldensurethatheliaseswithcurrentAccountingofficer
toavailtotheAuditorGeneraldocumentationtoresolvemattersrelatingto
inadequatelysupportedexpenditure of Kshs'3'686'264for audit verification and

review.

2. Where the former Accounting oflicer fails to provide the supporting documents, the

CabinetSecretary.NationalTr""s,ryshouldproceedtosurchargehimforKshs.3'
686,264pursuanttotheprovisionsofArticle226(5)oftheConstitutionandsection
202 of the Putrlic Finance Management Act' 2012'

3.TheEACCandDClmustinvestigatetheproprietyoftransferofKshs.3'686'264
from the State department of Commerce and Tourism during the financial year

2014t2015 with a view to prosecuting any person found culpable for a criminal

IncludedinthestatementofcashflowsisanamountofKshs.2,465,T8Sreflectedasadjustedfor
adjustments during the year' However, no supporting documents were made available for audit

review. consequently, it has not been possible to ascertain the correctness of the statement of

cash flows.

offence.

454. Statementof Cash Flows

Committee Obsenations and Findings

l. The Committee marked the matter as outstanding'

1 The Accounting Officer during the period under review was Amb John Konchellah'
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Committee Recom mendations

within three months of the adoption of this Report, the former Accounting officer, Amb
John Konchellah shourd ensure that he riases with current Accounting officer to avair to
the Auditor Generar documentation to resolve matters rerating to outstanding imprests of
Kshs.2,465,788for audit verifi cation and review.

Other Matters

455. Under-Absorption of Funds

The Department had an overall budget estimate of Kshs. 1,6g3,603,767 and spent
Kshs' I,533,206,793 resurting in an under absorption of Kshs. I50,396,974. This has a negative
impact on the service derivery and achievement ofoveral objectives ofthe Department.
Committee Observation and Finding

The Committee marked the matter as resolved.

456. Under- Funding of theDepartment

During the financial year, the Department received Kshs. r,4g0,600,000 against rhe budgetedamount of Kshs' r,61 7, r03,767 resurting in an underfunding of Kshs. t 36,s03,762.
consequently, some pranned activities of the Department could not be carried out due to the
shortfall in funding.

Committee Observation and Finding

The Committee marked the matter as resolved.

457. Nil Opening Balances

The financial statements of the State Department did not have comparative figures for the
financial year 2013/20r4. Though ir was exprained that in the previous year the Miiisrry of East
AfricanAffairs, commerce and rourism incruded the figures for both the Department of East
African Affairs and Department of Commerce and rourism, it is not crear why the figures could
not be split to reflect each department's opening balances.

Committee Observations and Findings

The Committee marked the matter as resolved.
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28.2. STATE DEPARTMENT OF COMMERCE AND TOURISM

FINANCIAL STATEMENTS FOR VOTE I57

Mr. Joe Okode, the Accounting Officer State Department of Commerce and Tourism

accompanied by Mr. Said Athman; Secretary Administration, Mrs' Margret M' Byama;

Chief Finance Officer, Ms. Lilian Moraa; Legal Officer, Ms Susan Theuri; Chief

Accountant and Mr Mutei Muia; Director Public Communication appeared before the

Committee on 25tb October,2018, to adduce evidence on the audited Financial Statements

of vote 157 State Department commerce and Tourism for the Financial Year 2014/2015'

The Minutes of the Committee's Sittings on evidence taken are attsched'

Basis for Qualified 0Pinion

458. Expenditure Not Related to the State Department

lncluded in use ofgoods and services is an amount of Kshs.3,680,000 transferred on l6 February

2015 to cater for dinner during the l2 African Fine Coffees Association (AFCA) conference and

exhibition held from 12 to 14 February 2015. There was no evidence that the activity was

budgeted for by the State Department and there was no evidence that the service was procured as

requiredbythePublicProcurementandDisposalAct,2005.Further,althoughthemoneywas
transferred to the coffee Directorate in the Ministry of Agriculture and Fisheries in

contravention of Section a3(l) (a) of Public Finance Management Act, 2012 there is no evidence

thattheAuthoritytolncurExpenditure(AIE)hasbeenaccountedfor.Consequentlythe
propriety ofthe procurement ofthe service worth Kshs'3,680,000 could not be confirmed'

Submission bY Accounting Officer

TheaccountingofficeradmittedthatitwastruethatanamountofKshs3,680,000.00was
transferred to the Directorate of Agriculture, Fisheries and Food Authority in the Ministry of

Agriculture, Livestock and Fisheries vide Payment voucher Number -332 on l6$ February

2015. The funds catered for the welcome dinner for 1,000 delegates attending the 126 African

Fine Coffee Association Conference and Exhibition'

The Ministry of Agriculture had requested that the Ministry of East African Affairs commerce

and Tourism to co-host the welcome dinner because it was an opportunity to promote and

showcase the various tourism products.

TheexpenditurewaschargedtoTourismRecoveryProgrammewhichhadabudgetaryallocation
of Kshs. 400 million to cater for various Tourism recovery activities such as holding

conferences, as part ola tourism marketing tool'

t zlar ended 3dt Junc 20 I 5



The funds were transferred ro the cofree Directorate in the Ministry of Agricurture as the
government department that coordinated the entire event. The funds were properly accounted for
as the event was successfully held at Safari park Hotel. we received acknowledgement from
Coffee Directorate and a copy ofthe receipt from the hotel.

Committee Observations and Findings

The explanation by the Accounting Officer that an amount of Kshs 3,6g0,000.00
was transferred to the Directorate of Agricurture, Fisheries and Food Authority in
the Ministry of Agricurture, Livestock and Fisheries vide payment voucher Number
332 on l6th February 2015 to cater for the welcome dinner for 1,000 delcgates
attending the l2rh African Fine Coffee Association Conference and Exhibition was
not sufficient as the Accounting officer did not provide documentation tosupport
thepayments.

2. The Accounting officer during the period under
Mohammed The mattcr rcmains unresolved.

Committec Recom men tlations

I

review was Dr. Ibrahim

l' within three months of the adoption of this Report, the former Accounting
officer, Dr' Ibarahim Mohammed shourd ensure that he riases with current
Accounting officer to avair to the Auditor Generar supporting documentation
requested to support payment of Kshs 3,6g0,000.00 for audit verification and
review.

Constitution and section 202 ofthc public Finance Managcment Act,2012.
3. The EACC and DCI must investigate the propriety of transfer of Kshs

3'680'000.00 from thc state department of Cor,rnerce and rourism during the
financial year 20r4/20rs with a view to prosecuting any person found curpable
for a criminal offence,

459. Prior Year Adjustment

The slatement of assets reflects a cash barance brought forward of Kshs.140,135,503
comprising of a bank balance of Kshs. g4,g00,g2l, cash in hand barance of rsns.s+,:s0,osa
and accounts receivable of Kshs.983,994 as at 30 June 2014. However, these amounts have
been netted off in 2014/2015 as prior year adjustment wirhour any support.

2. Where the former Accounting officer fa
the Cabinet Secretary- National Treasu
Kshs 3,680,000.00 pursuant to the

ils to provide the supporting documents,
ry should proceed to surcharge him for
provisions of Article 226(5) of the
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Theaccountingofficeradmittedthatitwastruethatthestatementofassetsreflectsbalance
brought forwaid of Kshs. 140,135,503.00. This was nened off in 201412015 as a prior year

adjustment. This balance was analyzed and approved by the National Treasury Task Force on old

buiun..r. Journals were submitted to KENAO for review and approval'

Under the circumstances, the accuracy

Kshs.140,135,688 could not be confirmed'

Submission bY Accounting Officer

Committee Observations and Findings

and vatidity of the prior year adjustments of

and propriety of the pending billsof Kshs90,

I The explanation by the Accounting Officer that the balance was analyzed and

upp.or.a by the National Treasury Task Force on old balances was acceptable'

Accounting Officers must at all times ensure that they provide the Auditor General and

any other iffi"e, where relevant, with any information it may require to fulfill its functions

pu.rr"nt to the provisions ofsection 68(2)(n) ofthe Public Finance Management Act' 2012'

460. Pending Bills

During the year under review, the Ministry had pending bills of Kshs' 90 
'954 '254 

'27 as

indicatedinNotel3.l.Ho*e,e.,Annexltothefinancialstatementsreflectspendingbillsof
Kshs.l06,l64,502.0.7asat30June20l5.TheresultantdifferenceofKshs.l5,2l0,244.80has
not been reconciled. Further, the contracts and services rendered or goods procured have not

beenshown.Inaddition,carryingforwardpendingbillsaffectsthebudgetofthesubsequent
year as they are treated as a first charge'

Under the circumstances the accuracy

954,257 .27 could not be confirmed'

Submission bY Accounting Oflicer

TheaccountingofficeradmittedthatitwastruethattherewasadifferenceinamountsinNote
l3.loftheFinancialstatementsrvherePendingBillsamountedtoKshs.g0,g54,25T.2Twhi|e
AnnexltoFinancialStatementsshowedbillsamountingtoKshs.l06,l64,502.0T.Theresulting
differenceofKshs.|5,210'244.Sowasduetolatesubmissionofinvoicesbysupplierswhichhad
not been captured in the IFMIS. The list of Pending Bills has since been reconciled, updated and

paid.

Committee Observations and Findings

l The explanation by the Accounting Officer that resulting difference of Kshs'

15,210,244.80 was due to late submission of invoices by suppliers which had not

been captured in the IFMIS was acceptable'

t
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2, The Committee marked the matter as resolved.

Com mittee Recommendation

Accounting officers must at a[ times ensure that they submit financiar statements forreview at least within three months after the end of the financial year pursuant to theprovisions of section 8l(a)(a) of the public Finance Management Act, 20I2.
Other Matters

461. Late disbursements of Grants

There are various instances when grants to semi-autonomous organizations are disbursedtowards the financial year end and thus the gants are not utirized in the financiar year that theyrvcre budgeted for. In some instancesthe funds are received in the forowing fin*.i^r y.u,which means the parastatars are unabre to implement the various programs planned for astabulated below;

Date

29 June 2015

28 June 2015

28 June 201 5

28 June 201 5

28 June 2015

29 June 2015

29 June 2015

29 lune 2015

Total

P.V.No

l0u l
9628

9634

9634

9632

?469

9633

9853

AmountKshs

5,000,000

12,000,000

28,000,000

12,000,000

50,000,000

40,000,000

50,000,000

l5 0 000

Class/Vote

Development

Development

Development

Development

Development

Recurrent

Development

Development

Parastatal Name

Kenya Tourist Board

Brand Kenya Board

Brand Kenya Board

Brand Kenya Board

Kenya Utalii College

Kenya Investment Authority

Kenya Investment Authority

Kenya Investment Authority

212.000.000

Further, the vote book status report
Kshs.382,084,597towards Kenya Tourism
Kshs.168,000,000 development grants
Kshs.2 14,084,597.

In view of the foregoing, budgeting and programs imprementation by the state corporation iscompromised and the planned activities are not carried out.

shows cumulative development grants of
Board while the records of the Board reflect
occasioning an unexplained difference of

Y.at ended 3lt Jule 2Ot 5
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Submission bY Accounting OIficer

The accounting officer admitted that it was true that there was late disbursement of $ants to

SAGAs. The Ministry processed the payments to SAGAs in IFMIS system on time and released

the funds once the exchequer provisions were received. The Recurrent Exchequer notification

Re. Nol l9l/14/15 amounting to Kshs. 70 miltion was released by the National Treasury on

24dJune,20l5, while the Development Exchequer notification: Ref:No.DE:483114115 amounting

to Kshs. 526,610,000.00 was received on 3016/2015'

The Ministry received a total of Kshs. 2,608,000,000 00 Development Exchequer against the

approved budget of Kshs. 2,888,13 1,000'00 resulting into exchequer under-issue of Kshs'

280,1 3 I ,000.00.

Fu(herontheKenyaTourismBoard(KTB)grantsdifferenceofKshs214'084'59700'itwas
occasionedbyKTBnotaccountingforallfundsreceivedinJuly20l5buthadbeen.budgetedfor
the Financial Y ear 2Ol4l21l5. This *as due to late receipt of Exchequer on 306 June 2015'

This has so lar been reconciled.

Committee Observations and Findings

l. The Ministry received a total of Kshs' 2'608'000'000'00 Development

Exchequer against the approved budget of Kshs' 2'888'131'000'00 resulting

into exchequer under-issue of Kshs' 280'131'000'00'

2. Kenya Tourism Board (KTB) grants difference of Kshs' 214'084'597'00 wlts

occasioned bY KTB not accounting for all funds received in July 2015 but had been

receipt of
budgeted for the Financial Year 20l4l2[l5' This was due to late

Exchequer on 30th June 2015 and has so far been reconciled'

3, The Committee marked the matter as resolved'

Committee Recommendations

l. Accounting Officers must at all times ensure that they prepare annual cash flow

which shall be broken down into a three months rolling basis and adjust them to

reflectanyimplementationrealitiesinconsultationwiththeNationalTreasury
pursuant to the provisions of regutation 44 (3) of the Public Finance Management

(National Government) Regulations' 2015'

2.AccountingOfficersmustatalltimesensurethattheysubmitfinancialstatements
for review at least within three months after the end of the financial year pursuant

totheprovisionsofsection8l(4Xa)ofthePublicFinanceManagementAct'2012.

462, Budgetary Control and Performance

462.1 Comparison ofBudgeted versus Actual

A comparison ofthe development budget verses the actuals revealed the following;
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I)clails

Origin
al

Budget (X!hs.)

Adjustmcnt!

(Xshs.

)

FinrlBudgct

(Xrhs.

)

Acturlo
n

Comprrrblc
B.$is(Kshs.)

Budget

Utilis.tio
n

DifTcrcn

cc
(IGhr.)

ir II

h

d

d

tsdlc
perccn

t

t{ [.( []tPl S

Exchequ

releases
0 0 0 J,485.605,000 5,485.605,000

0pcrcent

Procceds from

Salc ofAssets 17,600,00

0
0 17,600,00

0

t1,462,67

3

4,137,32

7

Orher

Receipts

'fotal

2,687,93

8

() 2,687,93

8

51,174,60

7

48.486,669

I,901p
crccnl

13,000,00

0
0 t3,000,00

0

t6,554,55

6
3.554,5J

6
l21p

nl

$ 2a7,93
8

0 1.1,287,93

8

s,566,796,836 5,s3r,50E,898

PA }'1\' E \'IS

Compensation of

Employers 316,306.889 14,351,r5

5

360,6J8,014 i59,468,085 1, tE9,95

9

Useofgoodsand

t. t 28, t06,566 51,709,60

0

I,179,8 r 6.166 t,008,00t,884 171,8t 4,282

pcr
acn

tof

Utilbrtio
n

'16

p€r

cen

I

85

pcr

c€n

t

l00p
erce

nl
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Trans fcrstoothet

Govemmcntunits
2,040,678,939 691,422,21t 2,732,101,150 2,612,919,966 I19,161,184 96

pc,

ccn

t

OftcI grants and

transfcrs 2?6.500.000 0 276,500,000 ).68,281,966 8,212,03

4

91

per

cen

t

Social S€curity

Benefits

0 0 0 0 0 0pcrcent

Ac4uisition

Assets

of
100,600,000 I,344,715,000 1 ,21 3 ,157 ,0l7 7 t,551,98

3

95

per

cen

t

Tolals .t,835,707J94 1,058,082,966 5,891,790,360 5,521,854,919 l7r,935,4{l 94

per
ccn

t

ThebudgetwasthereforeunderutilizedbyKshs.31l,gs5,44lrepresentingabout60%under
absorptio-n. The under absorption impacts negatively on the planned and promisod development

activities.

Submission bY Accounting Officer

Theaccountingofficeradmittedthatitwastruethatthebudgetwasunder-utilizedbyKshs.
371,935,441 .00 representing about 6 percent under absorption'

The Ministry had total receipts amounting to Kshs. 5 ,5|5,622,228.00 for the Financial Year

2o|4t20|5'whichconsistedofExchequerreleasesofKshs5,485,605,000.00andcollectionof
AIAofKshs30,0lT,228.00againstthebudgetofKshs'5'893'290'36000'Theresultant
difference of Kshs.371, g35,441.60 represent exchequer under issue and under collection of AIA

for the year under review.

Committee Observations and Findings

1. The explanation by the Accounting Officer that resultant difference of

Kshs.37l, 935,441.00 represent exchequer under issue and under collection of

AIA for the year under review was acceptable'

-n"*, 
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2. The Committee marked the matter as resolved.

462.2 Grants and Budget Execution

The supplementary budget of most government agencies under the Ministry exceeded
l0o/o yet rhere is no evidence that there wasunforeseen and unavoidabre circumstances
where no budget provision was made and there was an existing budgetary provision
which was however inadequate. A tabulation ofthe over expenditure is as follows;

Recurrent Expenditure

Agency Approved
Printed
Estimates

KShs.'000'

Supplementary

Estimates

KShs.'000'

Cumulative

Expendilure

KShs.'000'

percent

Revision

Kenya lnvestment

Authority

180,000 40,000 220,000 22p

nt

Export

Council

Promotion 260,565 200,000 460,565 7'7p

elce

nt

Development Expenditure

Agency Approved

Printe
d

Estimates

KShs.'000

Su pplementary

Estimates

Cumulativ
e

Expenditur
e

KShs.'000

R.po on the E aninahon oltht neooa otAe
Year ended 3rJ^ June 20t j
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KShs.'000

perce nt
Revision



Kenya Investment

Authority

50,00

0

50,00

0

l00p
erce

nt

Kenyatta Intemational

ConferenceCentre

I 5l ,00

0

200,00

0

35 l, l0
0

132.5p

ercent

Bomas of KenYa t 55,00

0

100,00

0

255,00

0

64.5p

ercen

t

KenyaUtalii College 50,00

0

I 13,78

0

78.4p

ercen

t

Catering and Tourism

Development LevY

Trustee

3t1,42
)

3ll,42
2

l00p
erce

nt

Brand Kenya Board 40,00

0

40,00

0

l00p
erce

nt

The supplementary estimates amounting to approximately Kshs 254 million

(development vote) andKshs.803 million (recurrent vote) did notcomply with

provisions of Article 223(5)

ofthe constitution of Kenya Section 21, a3 (2) (c) and 44 ofthe Public Finance Management

Act,2Ol2andSection40(9)ofPublicFinanceManagementRegulations'2015'

consequently, the expenditure was incurred contrary to the fiscal responsibility principles

and financial objectives ofthe economy'

Submission bY Accounting Officer

TheaccountingofficeradmittedthatitwastruethatthepreparationofsupplementaryEstimates
is guided by Article 223 of lhe Constitution ofKenya (2010), sections 21,43 and 44 of the

YeLr cnded Jdt Juru 20tj

63,78

0



Public Finance and Management Act (2012), section 40 of the pFM Regurations and other
relevant Treasury Circutars issued from time to time.

It was also true that additional funds are given under circumstances of insufficiency or
occurence ofa need that was unforeseen and unavoidable.

The additional expenditure was necessitated by the need to upscare tourism recovery
measures/activities that the Ministry was undertaking folrowing the srump in Tourism
performance. The Ministry requested for additional funding and rreasury,s consent was granted.

Subsequently, parliament as required by law, approved the supprementary estimates. As a resul!
the State Department of commerce and rourism received additionar funds of Kshs.g03,
731'81 L00 and Kshs.254, 35 I,1s5.00 under both deveropment and recurrent votes respectivery.
The l0 percent clause stated in the report is in respect of rea ocations within programmes/sub-
votes (PFM Act section 43(2)) and nor state agencies which are at Head level.

Committee Obscrvations and Findings

1' The explanation by the Accounting officer that the additionar expenditure was
necessitated by the need to upscare tourism recovery measures/activities that the
Ministry was undertaking foflowing the srump in Tourism performance and that

803'731,811.00 and Kshs. 254,351,155.00 under both dcvclopment and recurrent
votes respcctivery and therefore, the expenditure was not incurred contrary to the
fiscal responsibirity principres and financial objectives of the cconomy was
reasonable.

2. The Committee marked the matter as resolvetl.

Committee Recommendation

Accounting officers must at all times ensure that they prepare annuar cash flow which
shall be broken down into a three months ro[ing basis and adjust them to reflect any
implementation realities in consurtation with the National rreasury pursuant to the
provisions of regulation 44 (3) of the pubric Finance Management (Nationar Government)
Regulations,20l5.

463. Payments towards Ronald Ngala Utalii Academy

During the financial year, the State Department made payments in respect of construction of
Ronald Ngala Utalii Academy, Kilifi County asfollows;

Parliament approved thc
Department of Commercc

supplementary budgct. Consequently, the State
and Tourism received additional funds of Kshs.
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Payeee

tWs Mulji Devlaji & Brothers

lvlls Armtech Consulting Engineers

lvl/s Ujenzi Consultants

PKI Consultants

Geomeasures SurveYors

Baseline Architects Ltd

Total

However, the

Collegewassign

Tourism Fund)

in office.

Amount(Kshs.)

381,989,282

29,s33,s26

4t,324,896

3,988,460

3,822,s36

39.341.300

500.000.000

main contract agreement for the construction of Ronald Ngala

edonl4May20l 3betweenCateringandTourismDevelopmentlevy Trustees (now

and various contractors when the Tourism Development Levy Trustees were not

Further, the current payments arrangement poses challenges for remedies since there is no

contractualobligationbetweentheStateDepartmentandcontractors.Thelegalstatusofthe
proposedCollegeisnotcertainasitisyettoobtaincorporatestatus.Inaddition,paymentsto
theconsultantswerebasedonthecontractsumofKshs'8'961'370'ggSwhereastheactualworks
havebeenscaleddownintophaseslwithKshs.4.g23billionandllwithKshs.4.038billionof
which phase II is yet to commence. Additionally, the project was awarded without the Ministry

havingfundscontrarytoPublicProcurementandPublicFinanceManagementAct,20l2.
TheCabinethadapprovedaProjectofKshs.l.g4billionwhichhasnowescalatedtoKshs.8.9
billion.

Under the circumstances, the propriety and legality of the expenditure of Kshs'500'

000,000onRonaldNgalaUtalii Academy could not be confirmed'

Submission bY Accounting Oflicer

The accounting officer admitted that it was true that the State Department made payments to

variouscontractorsinthefinancialyear2014/2015totalingKshs.500milliontowardsthe
construction of Ronald Ngala Utalii Academy' Kilifi County The contract for the construction

oftheCollegewasbetweentheTourismFund(formerlyCateringDevelopmentLevyTrustees)
and various contractors.

-R"*,,on,]nE,o^.o*no|,h"Repor|aftheAud|to|ceneralontheFnoncnlStatenenLt
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On this matter, the accounting officer made the following comments:_

During the Financial Year 20r4-20r5 parriament approved a budgetary alrocation of Kshs. 500
million towards the construction of Ronard Ngala Utalii Academy. on 5s septembe r,2014 the
state Department wrote to the Nationar rreasury vide retter Ref: MTU3}/|N)LII requesting forthe Re-allocation of the Kshs. 500 milrion from Ronald Ngala Utalii Academy Item l _

I I 8 1000907-3 I r 0504- other infrastrucrure and civir works to Tourism rund lFormerry crDL;
Item l-1181000906-3r10504 - other infrastructure and civir works so as to enable Tourism
Fund pay the contractors. This was due to the fact that there was no institutional lrame work at
the Ronald Ngala utarii colege to enable the slate Deparrment transfer the funds to the Correge.
The National rreasury decrined to grant rhe request vide their retter Ref. No.esr27l14l01 (5)
dated I5d September, 2014 advising the State Department to pay rhrough the existing vote
Head.

The Ministry wrote to Tourism Fund vide retter No. Ret MEACT/3/I l dated 3lst ocrober, 2014
requesting for details and documenls of the contractors and their respective outstanding
payments. This was after a consultative meeting between the Ministry and representatives from
the Tourism Fund herd at the Ministry headquarters on the same day. The contracrors were then
paid accordingly. The payments were done to avoid litigation by the contractors since the
services had been rendered.

During the subsequent Financiar year 201512016, the budget for this project was provided as
grants to SAGAs under Tourism Fund. A payments to contractors were therefore paid by
Tourism Fund which is administering the project.

Committee Observations and Findings

The explanation by the Accounting Officer that the state department made
payments worth Kshs.500, 000,000 pursuant to the advice of a letter from the
National rreasury Ref. No.esl27lt4l01 (s) datcd l5'h september,2014 was sufficient
as the Accounting officer had brought to the attention of the Nationar rreasury the
fact the Department did not have any contractuar obrigations with the contractors.
The Committee marked the mattcr as resolvcd.

Committee Recommendations

Accounting Officers must ensure that that all contracts entered into by the entity are lawful
and are complied with pursuant to the provisions of section 6g(2xd) of the pubric Finance
Management Act, 2012.

464. Open Plan Partitioning Contract at Utalii Housc4thFloor

The Ministry used restricted tendering for the works and invited r0 contractors to quote for
open plan partitioning contract the sum ofKshs.2o, gg6,T36bunhesourceofthe cort.actors hu,

I
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notbeenexplained.ThecontractwasawardedvideminutesofMinisterialTenderCommittee
meetingNo.MTC24l2ol3l20l4datedgJune20l4notwithstandingthefreezingofawardof
contractsbytheNationalTreasury.Thecontractagreementwassignedon2Tluly2014afterthe
first installment was paid of Kshs'8'5million Payments were made without completion of

works and certificate of works carried out and certified for payment'

ConsequentlythemanagementdidnotadheretothePublicProcurementandDisposalAct,
2005and Regulations 2006 (Revised 2013) in the procurement'

Submission bY Accounting Officer

TheaccountingofficeradmittedthatitwastruethattheMinistryusedrestrictedtenderingin
procuring the services of open plan partitioning for the offices of Consumer Protection Advisory

Committee (KECOPAC) on if," +* floor of Utalii house as was approved by the tender

committee MTC 2412013-2014 meeting held on l9n June 2013

RestrictedtenderingprocesswasusedbasedonPublicProcurementandDisposalAct2005Part
Vl Section 73(2Xb) which states that "A procuring entity may engage in restricted tendering if:

The time and cost required to evaluate a large number of tenders would be

disproportionate to the value of the goods, works or services to be procured and
i)

ii) The maximum level of expenditure shall be Ksh 20 Million"'

we confirm that the contract to partition the KECOPAC offices on the 4s floor of utalii house

wasawardedto}WSSplashGeneralsupplierslimitedatacostofKshslg,g86,T36.20.Thelist
of payments made has been analyzed below :( Appendix 7)

Date PV/No. Payee l0 percent

Retention

Total

02.01.2015 3242 10,338,062.60 1,148,673.60 I1,486,736.20

30.06.2015 8298 7,650,000.00 8 50,000.00 8,s00,000.00

TOTAL 17,988,062 .60 1,998,673.60 19,986,736.20

AcopyofthecontractagreementbetweentheMinistryandthecontractorisavailedforaudit
review. The list of invited contractors was provided by the Ministry of Lands, Housing and

UrbanDevelopment,DirectorateofPublicWorksvideletterRef.No.DWo/LNGT/PAR-
2W&M/UT/2013-2014 dated 6s May 2014 with l0 prequalified suppliers'

ffi; rh, L,r.l"t*, 
"1,h, 

R'ePofl of the 'ludtor'General 
on rhe Ftuncnl Smemenu

, e'at cnded )d' Jn.20 t5
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Committee Obsenations and Findings

l. The explanation by the Accounting officer was not sufficient because it did nor
clarify why payments amounting to Kshs g.Smilrion *,ere made after the contracr
agreement was signed andwithout completion of works and certificate of works
carried out and certified for payment contrary to the provisions of section 6g(2) of
the Public Procurement an<i Disposar Act, 2005 and reguration 54(l) of the public
Procurement and Disposal Regulations, 2006.

2' The Accounting officer during the period under review was Dr Ibrahim
Moham med.

3. The matter remains unresolved-

Committee Recommcntlations

l' within three months of thc aaoption of rhis Report, the former Accounting officer, Dr.Ibarahim Mohammed shourd cnsure that he riaises with current Accountirg officer toavair to the Auditor Generar justification for payment of Kshs g.5mi ion without a
signed contract.

2' where the former Accounting officer fairs to provitre the supporting documents, thcCabinet Secretary- National Treasury should proceed to surcharge him for
Kshs.S.Smillion pursuant to the provisions of Article 226(s) of the constitution and
scction 202 of the public Financc Management Act, 2012.

3' 'I'he EACC and DCI shourd within three months after the adoption of this report,
investigate the propriety of payment of Kshs.g.S mi[ion from the state department of
Commerce and rourism during the financial year 20r4t20r5with a view to prosecuting
any person found culpablc for a criminal offence.

465. Payment of Irregular pending Bills

During the year the Ministry paid the fo owing suppriers, invoices that were brought forward
from previous financial year:

Datc P.V.No Payee Amount (Kshs)

9,1l9

45,595

19,488

22Janl5 2\2

22Janl5 2tll
l8March 15 409

TamiaLtd

TamiaLtd

Mocam Security

R.pott od th. E ohtnotion ol rhc Rcmrr tn
Yeat ended 3Ut Jw.20l5

thc Auditor-General on the Finonc ial Stat.nenB /o. th. National Govemneht lor thc



4800

25Junel5 478 8

4785

BechyTours

AimatCompany

Karoza Agencies

674,105

188,952

92,914

538,204

495.000

2.068.377

25June I 5 4783 Jebrive Investment

25June I 5 4804 Lijo Gen.SuPPlies

Total

the Financial Year 2013/2014 was acceptable'

2, The Committee marked the matter as resolved'

However, the suppliers and the amounts could not be confirmed from the list of pending bills

for2013170|4financialyear.Inthecircumstances,theproprietyoftheexpenditureofKshs.
2,068,3 TTcouldnotbe ascertained.

I Committee Recommendation

Accounting Officers must at att times ensure that they submit accurate and complete

financial statements for review at leasl within three months after the end of the financial

year pursuant to the provisions of section 81(4)(a) of the Public Finance Management Act'

2012.

t e'or ended 3dt June 2015

25June I 5

25June I 5

Submission bY Accounting Officer

TheMinistrypaidPendingBillstotalingtoKshs.2,068,0TT.00broughtforwardfrom20l3l2oll4
Financial Year which were not included in the list of Pending B ills. These invoices had not been

recognizedatthetimeofcompilationofthelistofPendingBillsatcloseoftheFinancialYear
Z1lilz1l4.These were Pending Bills incurred by the Ministry in Financial Year 2013/2014' but

the invoices were submitted at the beginning of the Financial Y eat 201412015. The Ministry

updated the list ofPending Bills and paid them since services had been rendered'

Committee Observations and Findings

l.TheexplanationbytheAccountingofficerthatPendingBillsofKshs.2'068'077.00
incurred by the Ministry in Financial Year 2013/2014' but the invoices were

submittedatthebeginningoftheFinancialYear2o|4t20l1becausetheinvoiceshad
notbeenrecognizedatthetimeofcompitationofthelistofPendingBillsatcloseof



29.0. KENYA NATIONAL COMMISSION ON HUMAN RIGHTS
THE FINANCIAL STATEMENTS FOR VOTE 20I

Ms' Patricia Nyaundi, the Accounting officer appeared before the committee
accompanied by Mr. John Wamwanga: Finance Manager on 6rb December, 2016, to
adduce evidence on the audited Financiar statements of vote 20IKenya National
Commission on Human Rights for the Financial year 20141201s. The Minutes of the
Committee's Sittings on evidence taken are attached as to this report.
466. Pending Bills

Records maintained by the commission reflect pending biIs totaling Kshs.7, g7r,000.00 relating
to financial year 2014/2015 that were not sertled during the year but rvere instead carrjed forward
to year 201512016. lnformation available indicates that this situation arose due to non-release of
exchequer by the Nationar rreasury. Had the bi[s been paid and expenditure charged to the
accounts for 201412015, the statement of receipts and payments wourd have reflected a net
deficir of Kshs. r0, 733,000.00 instead orNet deficit of Kshs.2, 862,000.00 now shown.

Submission by thc Accounting Office r
The pending bills ofKShs. 7,871,000 did not occur as a result of non-availability of funds in our
Budget but occurred due to non-rerease of exchequer by the Nationar rreasury. The National
commissions' 20r4lzors Fy Budget was KShs. 356,500,000 and the totar exchequer rereased to
us was KShs. 345,200,000 leaving a budget balance ofKShs. I1,300,000 which was sullicient ro
take care of the pending bills. The pending bills therefore could not have contributed to
additional deficit sincc there was adequate budget to support these bills.

At the time of making commitments we had sufficient funds in our budgetary a ocation. The
bills were however not paid in the 201412015 FY because the National Treasury lailed to release
funds for these items and advised that the payments be carried forward to the next financiar
period.

Committee Observations and Findings

I The explanation from the Accounting officer that The bilrs were horyever not paid
in the 20r4l2015 FY because the Nationar rreasury failed to rerease funds for trrcse
items and advised that the payments be carried forward to the next financiar period
was compelling.

The matter was marked as resolve<i.2

a

Repo on th. Examhation of th. Repo| of th. Aud,
feat eded 3f Ju.20t5

on the Financiol Statenent:fo. the Notionat Covemnenr/or rfu



30.0. NATIONAL LAND COMMISSION

FINANCIAI STATEMENTS FOR VOTE 202

Prof.M,ASwazuri,theChairmantotheCommissionappearedbeforetheCommittee
accompaniedbyFrancisK.Mugo;DirectorFinanceAdministration,BernadChemticho;
DeputyDirectorFinanceAdministration'Dr.SalomeMinubi;Vatuation,ChavangiAziz
Tom; CEO, Daniel Mwakio; PFOappeared before the Committee on 7th March' 2018 to

adduceevidenceontheauditedfinancialstatementsforVote202NationalLand
CommissionfortheFinancialYear(FY)2014/2015'TheMinutesoftheCommittee's
Sittings on evidence taken are attached hereby attached to this report'

467. Over ExPenditure

The statement of receipts and payments reflects expenditure of Kshs 535 
'27 

5 
'993 

on use of

goods and services against a budget of Kshs. 354,208,829 for the year under review resulting in

in "*""r, 
expenditure of Kshs. lsl,067,164. Management has not availed authority from

Treasury fo. thi. ou". expenditure in line with Public Financial Management Act Regulations of

lloctober,20l3Section6lB(sub-regulationi)whichprovidesthat..Exceptasprovidedforin
theActandtheseregulations,anAccountingofficerofanentitymaynotauthorizepaymentto
be made out of funds earmarked for specific activities for purposes other than these activities"' In

the absence of the authority from National Treasury, the propriety of the excess expenditure

totaling Kshs. l8l,067 ,164 could not be confirmed'

Secretary.

3. The matter remains unresolved.

Rrpt *-h" 4r^ir"uon ofthe Rcport oI the Audrcr-General on rhe Fmatutol Snt?ments

Year ended 3d' June 2015

Submission bY Accounting Officer

The Accounting officer was within its total approved budget and had only intra-borrowed rvithin

budget lines to undertake important Commission activities'

Committee Findings and Observations

l.TheexplanationbytheAccountingOfficerthattheoverexpenditurewaswithinits
total approved budget and had only intra-borrowed within budget lines to

undertakeimportantCommissionactivitieswasnotagreeable,totheextentthat
they did not avait evidence of authority from the National Treasury pursuant to the

provisions of regulation 618 (l) of the Public Financial Management Regulations

and regulation a8(l) (e) of Public Finance Management (National Government)

Regulations,2015.

2. The Accounting Officer during the period under review was the Commission



Committee Recommendations

I

)
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4.

The Cabinet secretary Nationar rreasury shourd invoke power assigned under
section l3(1) (d) of the Public Finance Management, 2012 to compel, Tom. A.
Chavangi, to provide within three months of the adoption of this report, the basis
for expenditure totalling Kshs 181,067,164 used goods and services.

where no satisfactory expranation is not provided to the cs National rreasury and
Auditor General within the stipurated time, Tom. A. Chavangi, shourd prosecuted
for financial misconduct relating to incurring expenditure on beharf of that entity
without lawful authority contrary to section r97(lxh) of the pubric Finance
Management A ct,2072.

The Accounting officer shourd submit the avail authority from the Nationar
Treasury for this over expenditure to the Auditor General, failure to which the
Accounting Officer during the period under review to be surcharged Kshs
187067,164 for expenditure used goods and services pursuant to the provisions of
section 202(l)(b) of the public Finance Management Act, 2012.

The Committee recommends that the commission immediatery regurarizes the
anomaly with rreasury and confirm the same with the Auditor Generar within three
months after adoption of this report.

Report on thc E amnatun o/ th? Repo of the Audl
Yeat ended 3U' Jw 201s

tot-General on the Financial Statements for the Nalional Govemnenr /or ke



3I.0. INDEPENDENT ELECTORAL AND BOUNDARIES COMMISSION

FINANCIAL STATEMENTS FOR VOTE 203

MrEzraChiloba,theAccountingOfficer,Independent'ElectoralandBoundaries
CommissionaccompaniedbyMs.ConsolataNkathiMaina;vicechairperson'Amb'Paul
Kurgat; Commissioner, Mr. Marjan Husein; Deputy CEO, Mr' Osman Ibrahim; Director

Finance,Mr.MahamudJabane;AgDirectorLPA,Ms'ImmaculateKassait;Director
Voter Registration, Mr' James Muhati; Director ICT, Ms' Milcah Chebos; Ag' Director

Supply Ciain Management, Ms. Irene Mutai ; Ag Director Human Resource

Administration, Mr. M'O Hassanl Manager Administration' Mr' Andrew Limo; Manager

Communication, Mr' Jason Akoyo; MB, Mr' Moses Kipchogen; Mo CBO appeared before

the committee on 22,d March, 2018, 26rh March to adduce evidence on the audited

financial statements for vote 154 State Department of Fisheries for the Financial Year

(FY)2014/20ls.TheMinutesoftheCommittee'sSittingsonevidencetakenareattached
hereby attached to this rePort.

Rr*,,., f" E-^r",on oJ thc R?pott o/ the AuditoiGenerulon the F|anctal Sraemens

Year ended 3A^ June 20 t5

The queries raised by the auditor general are arranged in paragraphs as follows:

468,1 Contract for Suppty, Delivery, Installation, Configuration' Training' Testing and

Commissioning of Electronic Voter Identification Devicqs

Examination of the Contract signed on ll December 2012 for the supply of and delivery'

installation, configuration, training, testing and commissioning of electronic voter identification

devices reveals that 30,000 ..hand held devices,,, 30,000 SD CARDS, 30,000 cany bags and

30,000 additional baneries were procured at USD' 16,65 1,139' 13'

Examination of Clause 3.8 of the Special conditions of contracts indicates that an upfront

payment of USD 2.5 Million through a letter of credit was mandatory before execution of the

contract. However, the contractor through letter Ref: 13 FT002AA dated 16 January 2013

indicates that IEBC had not issued a letter ofcredit, therefore, proposed a change ofspecification

to deliver a "po(able laptop solution".

Although there was no new contract signed between the parties, correspondences indicate that

the commission inegularly accepted change in specifications with differences in prices and

valueofgoodsandservices,andthecontractordeliveredportablelaptopsasfollows:-



Date of Delivery Delivery Note Item Description Quantity

0123 nt5

2 13.2.2013 0l2l [.aptops 10,955

3 14.2.2013 0122 l-aptops 3270

4 21.2.2013 0126 Laptops 14600

Tota I 30000

In this circumstance, it is evident that varue for money was not obtained in payment of USD
16,651,139.13 due to change of specifications, inadequate time to train and therefore, inability to
effectively use the laptops during the elections. Some olficers of the Commission have been
investigated for procurement violation by EACC and the matter is in court.

Submission by the Accounting Officer

l. The contract was between the commission and Face Technology and they provided for
the supply and delivery of30,000 units ofhandheld devices.

2. The commission accepted derivery of 34,600 EVID kits - a mix of laptops and handherd
devices. The malter is in court and the issues raised by the Auditor General are the same
issues canvassed at the court such as the irregurar variation of specifications.

3. The matter was still unresolved as it is still in court.

4. The Accounting orficer attributed the issue to the previous Accounting officer, Mr.
James Oswago.

The Committee invited Mr. James oswago to make a submission rerating to the matter

Failure to adhere to technicar recommendations to cancer the EVID tender prior to
signing the cortract since the risk ot fa ure had arready been anticipated by technicar
team (ICT Director and International Federation ofErectorar system consultant)

Mr Oswago submitted:

l. That the conclusion was inaccurate and premature since it was based on the initial
technical advice by the Director ICT on the 6th December 2Ol2 andthe initial advice of
Ronan McDermott of IFES dated 7th December 2012

R?pott oh th. E oninaton olthc R.prt oJ the Aud o
teat.nded 3f J@. 20tt

r-Generul on th. Finoncd Statementt lor thc National Gowmncnr for rht e

S,NO

I 12.2.2013 [.aptops



He concluded that the Auditor ceneral failed to consider the final and binding technical

advicefrombothlFEsandDirectorlCTandtheforcefulresponsebytheIEBCchairman
and instead he relied on initial preliminary technical advice

Committee Observations and Findings

l.ThatthedecisionmadebyIEBCwasadirectviolationofsectionl39ofthePublic
Procurement and Disposal Act' 2015'

2.TheCommitteenotedthatWilliamHunter,asignatoryintheContractagreement
between the IEBC and Face Technology LTD, is appearing as a representative of

Computer Foundation Firm in the Minutes of Tender Opening Meeting held on 5th

July,2012 at 2l't Board Room Anniversary Tower, and not Face Technologies'

3.TheComputerFoundationFirmwasreferredtoasFaceTechnologyLimited'
however the acceptance letter dated 5th July,2012 refers to the Company as Face

TechnologY.

4.TheaddressesonthecontractweredifferentfromtheletterfromFace
Technologies.

5. The contract appeared to have been prepared in a 'casual' manner'

Committee Recommendations

l.Thereareactivecriminalproceedingstouchingonthematterunderexamination
contract for supply, delivery, installation, configuration' training' testing and

commissioning of electronic voter identification devices'

i&"*" t*^^r*" 
"f 

,te RePo olthe 'tud o'Cenerul on the Fnancnl Stotcnents '

Yea, ended 3d" June 2015

2. That the audit did not consider the following :

I. Technical presentation paper presented to IEBC plenary by the Director ICT on

the26thJanuary2013atl0:am'ThereportendorsedFacetechnolory,slatest
proposal of 5000 handheld device and 25000 laptop based solution as the only

option available for the Commission'

Il.ThereportofMr.RonanMcDermott(IFEstechnicaladvisor)titledIFESreport
onFACEdemo/EVIDdated23rdJanuary,2013.Thereportadvisedthatthe
alternativelaptopbasedEVIDsolutioncanfunctionasrequiredonElectionDay
and identifu or authenticate voters going to the polls'

III. The IEBC chairman's response to IFES report on 7th December' 2012' The

Chairman'ssubmittedthatcancellationofthetenderwillseriouslyundermine
the dwindling confidence level in the Commission'



)
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The Committee will, pursuant to the provisions of standing order g9, restrain from
making any pronouncement that woutd amount to sub_judice.

Accounting officers must arways ensure that aI applicabre accounting and financial
controls, systems, standards, laws and procedures are followed when procuring
goods and services pursuant to the provisions of section 6g(2)(e) of the public
Finance Management A ct,2012.

468.2 Procurement of Additionar 4,600 Erectronic voter Identification Devices @vIDs)
Examination of e-mail communication between IEBC and the contractor on 30 January 2013
indicates that the commission ordered for extra 4,000 units of voter Identification Devices
whose prices would be similar to those ofthe 30,000 units earlier ordered and contracted for.
The additional hand held EVIDs were purportedly received as follows: -

'[he contractor submitted an invoice dared 6 February 2013 amounting to USD 4,62g,746, which
rvas validated as a pending bill by The Narional rreasury's Internal Audit. The National
Treasury issued additional funding amounting to Kshs.3gg, 562,633.00 (USD 4,62g,746) for the
payment of the pending obligation.

However, the incoming CEo reviewed the invoice and considered that there was no adequate
grounds to support the invoice craim amounting to USD 2,075,572.00, therefore, paid USD
2,553'174.80 (Kshs.259, 020,516.80) ro discharge the obligation during financial year
20t4/20t5.

Submission by the Accounting Officer

l. 'l'he payment of Kshs. 259,020,526.90 was valid and legitimate. Also, the I0% variation
mentioned in the draft report does not arise since tie 30000 EVIDS were not the same as
the 4600 EVIDS. The 4600 were handheld devices which were suppried as per rhe
contract-

S/No. I)clivc I)ate I)cliv Notc Item l)escri tion Qu:rnti
26.2.2013 0125 HandlleldEVIDs 2,000

1 28.2.2013 0124 HandHeldEVIDs 2,600

Total
.1.600

R.p,t on th. E an ,nahon ofth. Repn ol th; ,4udt
Yeat end.d 3tr hu" 20)5

tot-Gen.rul on the Financ tol Stat?hentsfot ,tE Nationat Govmnent /or kc

l



That the supply of the 4600 Handheld EVIDs were supplied at the right contract price of

USD 555.038 and correct specifications. The Commission therefore paid as per the

contract.

Theauditorgeneralnotedthatundertheabovecircumstances,theresponsibilityforthe
procurementoftheadditionalelectronicvoteridentificationdevicesrestswiththepast

2

management

. Minute 30.02 - The Commission approved the

5000 -10000 being handheld devices and the balance

2

The explanation by the Accounting Officer that payment of Kshs 259'020'526'80

was valid and legitimate because the l0% variation mentioned in the draft report did

notarisesincethe30000EVIDSweredifferentfromthe4600EVIDSandthe4600
were handheld devices which were supplied as per the contract'

That the supply ofthe 4600 Handheld EVIDs were supplied at the right contract price

ofuSD 555.038 and correct specifications. The Commission therefore paid as per the

contract.

TheAuditorGeneralnotedthatundertheabovecircumstances,theresponsibilityfor
theprocurementoftheadditionalelectronicvoteridentificationdevicesrestswiththe
past management.

-,)

MR. JAMES OSWAGO

He submitted:

l. That the decision to increase the quantities to 34,000 units was made by

commissioners at the Commission plenary meeting on the following dates:

l0th January 2013 at 10:00 a m' Minutes 12 16 - Approved procurement of 33'000

kits.

26th January, 2013 at l0 a.m

procurement of 34,000 devices,

laptop based devices.

2

3

1

5

That the above minutes of the Commission meeting were confirmed at Commission

meeting of 76 February, 20 13 - MIN 260121213 '

That it should be noted that the Commission sitting at full plenary discussed all

aspect ofthe EVID procurement including receiving presentations from the vendor'

That the Secretariat acted in full compliance to the plenary decision On what Law

and basis does the C'E.O take a full plenary decision on procurement to the Tender

Committee and what would be the procedure?

That the decision to procure additional 4000 kits was a Commission plenary decision

made by Commissioners at the Commission plenary meeting on the following dates:

I

R.@rt on the Exa,nnatrcn oI th. R'Porl
Y.arunded 3dr J,n. 20 t 5

G.nenl on the Fironcial Slalc .nttfor rhe Narional Govcmncnr for thc



l0th January 2013 at l0:00 a.m. Minutes 12.16 _ Approved procuement of 33,000
kits

The FACE Invoice for payment for Additional 4,600 EVID

26th January, 2013 at l0 a.m. Minute 30.02 _ The commission approved the
proc,rement of34,000 devices, 5000 -10000 being handheld devices and the balance
laptop based devices.

That he declined to pay the FACE invoice dated6 February 2013 amounting to USD
4,628,746 because of the following reasons:

i) That the Invoice included 600 EVID Kits, the items were to be provided for in
the absence of a warranty & to cater for lack of rocal service centre as
reported by Director ICT on his paper to plenary of266 January, 2013. These
were to be provided for free of cost to the Commission.

ii) That there was a delivery schedule and it was to be adhered to. The hand held
kits arrived late in the day and thus could not be used as intended. A monetary
value could be placed on this during negotiations.

iii) That as per the report of IFES on EVID demo by Ronan McDermott, FACE
Technologies were to deliver 3G modems later on. This had not taken place
yet.

iv) That after his exit, Betty Nyabuto became acting C.E.O for over one and half
years. She too did not pay.

6

4,600 Electronic Voter
identification Devices
(Handheld)

432 1,987,200.00

Vat and import duty on
handheld devices

516,672.00

IDF(lmport Declaration
Forms)

44,712.00

Rep on thc E omination of rle Reoort of
Yeat edd.d 3U' Ju". 201s

the ludltorcaerat on ke Financial Statenents /ot the Nationat Govemnent lor the



Airport charges 73,508.00

Logistics , Transport &
labor cost

552,000.00

Material component

increase

l,305,000.00

4600 Hand held bags 69,000.00

Duty on handheld bags 17,250.00

5565 Electrical Power

Extension Cables

49,440.00

Duty on Electrical

Power Extension Cables

13,964.00

4,628,,746.00

That the invoice above sent to the commission included items which were fictitious,

strange or doubtful that should not have been included in it i'e :

Logistics, Transport & labor cost USD 552,000'00

Material component increase USD 1,305,000 00

Hand held bags USD 69,000'00

Duty on handheld bags USD 17,250 00

Electrical Power Extension Cables USD 49,440'00

Duty on Electrical Power Extension Cables USD 13,964'00

Committee Findings and Observations

l. The procurement of 4,600 handheld EVIDs was duly approved by the Commission

at its plenary meeting.

2.Thoughtheelectronicvoteridentificationdeviceslargelyfailedonthedayofthe

general elections of 3l't March 2013, they worked perfectly well in the subsequent

Y;,, "dcd 3d' Jw. 2ot 5

Total



by-elections. Thus the mass failure on the 3l"tMarch 20I3 can be attributed to lack
of preparedness in terms of logistics and training on the part ofthe IEBC.

3. Members noted that wi iam Hunter a signatory in the contract agreement between

the IEBC and Face Technology LTD is appearing as a representative ofComputer
Foundation Firm in the Minutes of Tender Opening Meeting held on Sth July,2012
at 2lst Board Room Anniversary Tower, and not Face Technologies.

4' The computer Foundation Firm was referred to as Face Technorogy LTD, however
the acceptance letter dated 5th July, 2012 refcrs to the Company as Face
Technology.

5. The above discrcpancies require further interrogation,

6' Even though the Nationar rreasury having undertaken an audit, varidated the
supplier's invoice of usD 4,628,746.00, the IEBC cEo, upon further verification,
approved and paid only a portion, amounting to USD 2,553,174.g0. The supplier,
therefore, still has an outstanding craim of usD 2,075,572.00 - a matter that needs

to be resolved one way or thc other to avoitr possibrc ritigation with the attendant
risk of additional cost to the tax payer.

Committee Recommendations

l. Accounting officers must arways cnsure that alr applicabre accounting antl financiar
controls, systems, standards, laws and procedures are followed when procuring
goods and scrvices pursuant to the provisions of scction 6g(2)(e) of the pubric
Finance Managenrent Act, 2012,

2. The EACC and thc DCI shourrr investigate the pr.curement and operation of
transport Additional 4,600 Electronic voter Identification Devices with a view to
prosecuting any person found culpablc of a criminal offence.

468.3 Irregular Payment for Transportation of Election Materials

Examination of payment voucher number 4g2 dated 27 November 2014 reveals that a company
was irregularly paid Kshs.50,48 7,440.00 purporting that it was contracted to transport election
materials during the financial year 2012 / 2013, however, audit has established through
Registrar's letter Ref. No. CR l3 BN/20r4r3r2279 dated l0 May 2016 that rhe company was
registered on l2 September 2014.

ReNd on th. Exomhaton o/ th? kport ol th. ,tu br-6ennot
Yeor ended 3f Ju,c 20 I t Statenents fot the National Coyemm.nt lor lhe ge



In an effort to defeat audit trail, the commission accepted an irregular request through

unreferenced letter dated l3 october, 2014 in which the company purports that payments due to

another company previously contracted by the commission should be paid to them.

In addition, the Commission purports that the company transported election materials using

twenty seven (27) vehicles. However, verification of records maintained in ten (10) regions

disclosed as stations of their service reveals that only five (5) vehicles were used, and not the

twenty-seven which resulted in an excess payment of Kshs'42,679,460'00'

In response to a Draft Audit Report Ref: IEBC/2014 -2}l5l (7) dated 8 March 2016, the

commission provided additional documents on ten (10) instead of twenty two (22) vehicles, an

indication that the Commission is unable to provide satisfactory explanation, information and

assistance in writing.

Verification of the additional documents undertaken on I April 2016 in which the Commission

has ,.noted,, through letter Ref. IEBC/FIN/I/VOL.X(18) dated 6 June 2016 reveals further

anomalies as follows:-

(i) Information contained on counter Requisition and Issue Voucher, Sl I Number 0003776 in

support ofthe use ofvehicle registration number KBR 829 S at Kakamega Region has not been

signed bv the requisitioning, issuing and receiving officers. Designations of responsible officers

and date of transactions are not indicated on the submitted S I I s'

In addition, Sll number 0003776 is not among the issue notes maintained among records at

Kakamega Region and verified during audit inspection in February 2016'

(ii) Information contained in counter Requisition and Issue Voucher, Sll Number 0004221

purports that vehicle registration number KAQ 706 Z was working at Nakuru Region while at

th" same time it was working in Teso North/ South through another S I I number 5035244 whose

records appear to have been altered.

In addition, Examination of counter Requisition and Issue voucher, Sll Number 0003612

shows that vehicle registration number KAU 143 Y was working at Nakuru Region' while the

same vehicle is purported to have been working in lsioto North/ South at the same time

Further, the commission purports through counter Requisition and Issue Voucher, Sl I Number

0004236 that vehicle registration No. KBR 624 H was working in Nakuru. However,

verification of field records during the month of February 2016 show that the vehicle was not

used in the Region during election.

(iii) Information contained in counter Requisition and Issue Voucher, Sll Number 5035485

shows that vehicle registration number KAS 395 K was working in Meru Region. However' the

same Vehicle was working in KitutuChache Constituency at the same time'

(iv) Examination of counter Requisition and Issue Voucher, s I I Number 5035206 reveals that

vehicle registration number KBR 205 G was working in Malindi Region. However, the same

vehicle was working in Mandera North/South Constituencies at the same time'- | Gii::::i;F:i::
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(v) Examination of counter Requisition and Issue Voucher, Sll Number s0354?l shows that
vehicle registration number KAJ 482 N was working in Malindi Region. However, the same
Vehicle was working in Rongai / Bahati Constituencies of Central Rift Region at the same time.

In addition, rhe same vehicle number KAJ 492 N through the same counter Requisition and
Issue voucher, Sl I Number 503547r is purported to have been working in Mombasa. However,
the same Vehicle was working in Rongai / Bahati Constituencies of central Rift Region at the
same time.

(vi) Although the Commission has now claimed through counter Requisition and Issue Voucher,
Sl I Number 0003771 that vehicle registration No. KAC 370 J was working in Machakos, a
ficld verification undertaken in February 2016 shows that the vehicle was not used in the Region.

Similarly, information contained on counter Requisition and Issue Voucher, S I I Number
0004212 indicates that Vehicle registration No. KAG 164 L was working in Kisumu. However,
field verification during the month of February 2016 revealed that the vehicle was not used in the
Region during election.

(vii) A further evidence of fraudulent accountability is on the information contained in two (2)
different photocopies ofthe same Counter Requisition and Issue Voucher number 0003769 dated
3 March 2013 for KBK 910 X rvhich is purported to have derivered pouing Booths to Nakuru.
The signature on the issue note is deleted on a copy presented later as EVID.

Response by the Accounting Officer

l. Payment to Alhamdul company was made upon a request by one Mr. Abdullahiyussuf Farah
of ID No. 0052216, Director and proprietor of Arhamdah Hardware.Arhamdah Hardware was
among the businesses lawfully awarded the contract for the supply of transport services for the
general election. Mr. AbdullahiYussul Farah swore an affidavit indicating that he was the owner
of Alhamdul Company and insrrucred the commission to pay the ourstanding bir of Ksh.50,
487,440.00 to the new company. No comprain has been received by the commission conceming
the same from Alhamdah Hardware.

2 The Commission acknowledges that there rvas confusion and missing information during the
distribution and documentation of materials delivered in the 2013 general election. This was
occasioned by challenges in record keeping in the regionar warehouse and improperry
maintained records during election period due to excessive work overload involved in receiving
and issuing ofelection materials that arrived late just before election day.

3. The commission has since improved its warehousing, logistics and record keeping processes.
In particular, the commission engaged postal corporation of Kenya as its logistics partner to
improve the logistical processes and documentation. Further, the Commission has enhanced its
warehousing and record keeping capacity.

Reprt oh the Eruninonon of th. Re.f,., of th. ,tuditorcenerat on th.
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Committee Observations and Findings

l. The explanation by the Accounting officer that the Commission paid Ksh.50'

487,440.00 to Mr. Abdullahi Yussuf Farah for transportation of election materials

based on an affidavit was questionable as the Accounting officer did not table any

evidence of authority from the National Treasury to make the said payment'

2. IEBC failed to prepare and submit to the committee a detailed brief with counter

requisitions, issue vouchers and zoning lists in support of submissions'

Com mittee Recommendation

The DCI and EACC should, within three months after adoption of this report'

investigate the entire procurement of transport servces by the IEBC and allow for

prosection, if evidence allows.

46E.4 Examination ofTwo (2) Payment Vouchers Totaling Kshs'79' 106'538'00

Examination of records show that a company was paid through Payment voucher Number 298

dated 23 october 2014 an amount of Kshs.6, 177,450.00 and another unsigned copy of payment

voucher submitted on l8 April 2016 with an amount of Kshs.72,929,088'00 for transportation of

election materials during the financial year 2012/2013-

However, information contained in the minutes of tender committee meeting no' 39 held on l3

February 2013 shows in item no 5 that the transporter was authorized to supply 75 trucks for

transport services at a cost of Kshs.32,610,060.00. There is no justification for the excess

payment of Kshs .46, 496,47 8.00.

In addition, procurement of these services did not comply with law as the Commission has not

provided: -

(a) Tender Registers conEary to Section 60 (5) of the Pubtic Procurement and Disposal Act,

2005.

(b) Tender Opening Committee Minutes contrary to Section 60 (8) (a) of the Public Procurement

and Disposal Act, 2005.

(c) Notification of Awards of contracts contrary to Section 67 (l) and (2) of the Public

Procurement and Disposal Act, 2005.

(d) A written and signed contract contrary to Section 68 (l) and (2) of the Public Procurement

and Disposal Act, 2005.

(e) lnspection and Acceptance committee certificate confirming the delivery of electoral

materials contrary to Section 66 (5) ofthe Public Procurement and Disposal Act,2005.

Further, examination of availed tender document submitted to the Commission on l8 December

2012 is inaccurate as some documents atlached to it are dated l6s and 276 January 2016.

Yar ended 3d Junt 201 5



Submission by the Accounting Officer

l. The payment of Ksh.46, 496,47 8.00 over and above the initial contract amount were
payments towards waiting charges for 4 extra days. The waiting was occasioned by late
delivery of County Assembly Ward (CAW) ballot papers from United Kingdom.

2- There were six seats ofcontest during the general election and it could not be possible for
the hired Lorries to be released without the cAWs ba ot papers since the process of
hiring new Lories was not practically possible. consequently, the service provider
claimed additional 7 days as waiting charges. However, after negotiations,4 days were
agreed by the Committee.

3. The commission submitted copies of all documents requested for during the audit
process.

Committce Observations and Findings

l. The explanation by the Accounting officer that the payment of Ksh.46, 496,,47g.00
over and above the initiar contract amount were payments towards waiting charges
for 4 extra days and that, the waiting was occasioned by late delivery of county
Assembly Ward (CAW) ballot papers from United Kingdom was compelling.

2. The Accounting officer submitted the required documents during the audit process.

3. The matter was marked as resolved.

Committee Recommendation

Accounting officers must ahvays ensure that all applicable accounting and financial
controls, systems, standards, laws and procedures are followed when procuring gootrs and
services pursuant to the provisions of scction 68(2)(e) of the public Finance Management
Act,2012.

468.5 Examination ofPayment vouchers Nos.396 and 3g6 Totaling Kshs.92, 342,000.00

Although Section 26 (3) (b) of the public procurement and Disposal Act, 2005 requires that all
Piocurenlents should be underl.aken as per the threshoid matrix whose maximum amount set out
in the regulalions for use of quotation is Kshs.1,000,000.00 for goods, the Commission issued
quotations as follows:-

Rep on th. Eradination ofhe ReN olthe
Year ended 3d' Jae 2015
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Amount (Kshs)Item Description Item Description as per the

order
Quotation No.

52,470,000.00Print simplified regulations and tallying formsLEBClt54l20l2-13396

39,872,000.00rEBC/l l612012-13386

92,342,000.00Total

Committee Recommendations

Accountingofficersmustalwaysensurethatallapplicableaccountingandfinancial
controls, systems' standards, laws and procedures are followed when procuring goods and

senicespursuanttotheprovisionsofsection6S(2Xe)ofthePublicFinanceManagement
Act,2012.

Yeot e ed |At June 2015

PV
No.

Finger Prints, Pads & lndelible Ink

The commission has not justified the use of quotations instead of open tender method of

procurement, which would have guaranteed competitive bidding and the requisite value for

money as required under Section 68 (l) (b) ofthe Public Finance Management Act' 2012'

Submission by the Accounting Officer

l. It was true the commission used quotation method to procure the said items for the 2013 general

elections; items whose value was above the prescribed threshold. The commission used

quotationmethodbecauseitwasurgentandthegoodsweretobeusedduringthegeneral
election and any other method would not have been practical'

2. The Commission has ever since put in place control measures that have enhanced compliance

and improved efficiency and effectiveness in the procurement system'

Committee Observations and Findings

l.TheCommissionusedquotationmethodtoprocurethesaiditemsforthe2013
generalelections;itemswhosevaluewasabovetheprescribedthreshold.The
Commissionusedquotationmethodbecauseitwasurgentandthegoodsweretobe
used during the general election and any other method would not have been

Practical'

2.TheCommissionhassinceputinplacecontrolmeasuresthathaveenhanced
complianceandimprovedefficiencyandeffectivenessintheprocurementsystem.



468.6 Examination of Payment vouchers Nos. 2lg and 327 Totaring Kshs.365, 239,900.g0

Examination of Payments Vouchers reveals that two companies were contracted and paid as
foilows: -

The following was observed:

(i) Although, the company was paid Kshs.220, 400,000.00 for the supply of 290 printers, no
reasons have been given for failure to supply the 337 printers contracted.

(ii) The Commission has not availed copies of the advertisement, tender documents and registers;
evaluation reports and minutes ofthe tender evaluation committee.

In the circumstances, therefore, I am unable to confirm that the payment made in respect of
goods and services and paid as pending bills at a total cost of Kshs.g46, 196,3g5.60 was lawful
and effective as required under Article 229(6) of the Constitution.

Submission by the Accounting Officer

The commission contracted for 337 printers but only ordered and paid for 290 printers.
The commission had planned to buy printers for all the 47 county and 290 constituency
offices. However, since the county offices were temporary with no permanent stafl it
would not have been prudent to buy printers for them hence the commission had to order
only the 290 printers, one for each constituency office. The lemporary office and county
staff were contracted and their contracts ended immediatery after the erection.

Further, by not ordering the 47 printers, meant for counties, the commission did not
suffer any loss.

It is true the documents were not availed for audit review. The Comm
the bill due to lack of supporting payment documents. However, th
sued the Commission for delay and failure to settle the bill. The co
determined and ordered the Commission to pay the principal am

2

J ission had not paid

e supplier later on

urt, in its wisdom,
ount plus accrued

PV NO. Tender Number Item Description as per the order Amount as per order
(Kshs)

218 IEBC t2t201t-12 Supply & Delivery of 49,600
transparent Ballot Boxes

t09,119,900.80

327 IEBCt0U20t2-13 Supply/Delivery

Cannon lR 5035

of 33TPrinters 256,120,000.00

Total 365,239,900.80

Repd on the Evnnoho\ olthe Repa oJh" A
Ycar ended 3f Junc 20t5

vlitor5eneral on the Financnl Statements tot th. National Goyemmcnl lot th.



interest. The Commission had to comply with the court order to Pay the supplier the

principal amount and the interest The court decree dated llth July 2014 and 17th

October 2014 is attached for your verification (see Annex 4)'

Committee Observations and Findings

I The commission contracted for 337 printers but only ordered and paid for 290

printers. The Commission had planned to buy printers for all the 47 county and 290

constituency offices. However, since the county offices were temporary with no

permanent staff, it would not have been prudent to buy printers for them hence the

Commission had to order only the 290 printers' one for each constituency office'

The temporary office and county staff were contracted and their contracts ended

immediatelY after the election'

Further, by not ordering the 47 printers' meant for counties' the Commission did

not suffer anY loss.

The documents were not availed for audit review' The Commission had not paid the

bill due to lack of supporting payment documents' However' the supplier later on

sued the Commission for delay and failure to settle the bill' The court' in its wisdom'

determinedandorderedtheCommissiontopaytheprincipalamountplusaccrued
interest, The Commission had to comply with the court order to pay the supplier the

principal amount and the interest'

The matter was marked as resolved'

Transfers to Burundi

1

3

4.

469.1

Recordsshowthatl50ElectronicVoterldentificationsystems(EVIDs)weretransferredto
Burundiduringtheyearunderreview.However,audithasrevealedunsatisfactorymattersas
follows: -

TheChairmanoftheNationallndependentElectoralCommissionofBurundirequestedthe
Govemment of Kenya through Lettei Ref: NIEC/472I2014 dated 9 December 2014 to support

and assist them with: -

(a) Unspecified number of Ballot Boxes

(b) Three or Four (4 Wheel Drive) Vehicles

(c) Unspecified number of Photocopier machines

(d) Unspecified number of LaPtoPs'

(iD ln response, the Embassy of Kenya in Bujumbura through a letter Ref:

KEBU/CON./POL./05A VOL. t (i t ) aatea l0 December 2014 reminded the chairperson of

IEBCofhisproposalduringavisittoBurundiinNovember2014thatKenyacouldsupport
Burundi,sElectoralProcesswith3,000ballotboxes.TheGovernmentthroughtheChiefofStaff

Refurt on th. E odination of
Y.at .ded 3d' Junc 2ol5
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2

and Head of the Public Service approved the request for 'fu[' support to a sisterly state through aletter Rel OP/CAB.3|/29 A dated 27 January 2015.

(iii) In executing the Govemment approval, the commission Secretary/ CEo of IEBC instructed
for free transfer/dispatch of I50 EVID raptops in accordance with Section tzg (r), e)and (3) ofPublic Procurement and Disposar Act,2005 in which a disposar committee was formed on l4April 201 5 to dispose ,,unserviceable, 

obsolete or surplus stores,,.

(iv) During a minuted meeting held on I I March 201 6, the Chief Executive officer stated thatthe commission had considered the rate at which the EVIDS become obsolete and the fact thatthey might not be used in the next generar erections, therefore, donated 150 EVIDS to Burundi.
on the other hand, while responding to the proposed Draft Audit Report dated g March 2016, thecommission secretary / cEo rhrough a lerter Ref: ,EBC/FIN./l/vor.rx (52) dared 2 r March2016 confirms the transfer of EVIDs and BVRs that were in good working condition.
The Commission further exprained during a meeting herd on 30 May 20r6 with the Auditor_General that the EVID raptops were creaned before being transferred to Burundi through theMinistry of Foreign Afrair. However, rhe transfer of voting laptops whether ,,creaned,, 

or not is asensitive matter that required the commission to invorve siakehorders specified in its Act.
In addition, the equipment were donated frec of charge at a time when the commission hasbudgetary constraints, and, nor able to pay pending bills amounting to Kshs.l,30l,9r3,gr7.5g
and still intended to buy 40,000 new kits.

Submissionby the Accounting Offi cer

I The commission admits having transferred I 50 EVrD raptops to Ministry of Foreign Affairswhich were rater donated to Burundi (see Annex 5A). The commission, havini received
approval from the orfice ofthe chiefofstaffand Head ofthe public service, tranJfened thelaptops after following the necessary disposar procedures in accordance with Section 129(l),(2), and (3) of rhe Public procurement Act, 2005. It shourd be noted that on matters rerated toprocurement of goods and services or disposar of obsorete and unserviceabre assets theapplicable law is the pubric procurement Act,2005 and not the Independent Electorar and
Boundaries Commission Act, 201 I .

In addition, involvement of stakeholders is not a requirement when it comes to matters ofprocurement or disposal so long as the procedures dictated by the public procurement Act,
2005 are complied with.

with regard to donation of raptops for free when the commission had budgetary constraint the
Commission would like to respond as follows:_

3

a) The Commission,
laptops would be o
that the Commissio
to be used in the 8s

due to technological advancement, anticipated that the EVID
bsolete by the next General election in 2017. It is in this respect
n made plans and budgeted for the procurement ofa new syste.
August 2017 General Election.

Repd oh th" Exorni@tton of th. R.Na ot h.
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b)

The committee invited Mr. Isaack Hassan to shed light in the transfer of 150 Electronic Voter

Identification systems (EVIDs) to Burundi in light of the fact he had been named severally.

Mr. Isaack Hassan

He submitted that he acted on the request by ofthe chairperson ofthe electoral body ofBurundi

and translerred the asset to Ministry of Foreign affairs

Committee Observations and Findings

The kits were a donation by the Government of Kenya upon transfer by the IEBC' The

procedure for transfer of kits to another country was not well-defined. However, the

commission used the Procurement law to dispose of the items to the Ministry of

Foreign Affairs who later transferred them to Burundi. It should be established what

clse was transferred to Burundi. The kits that were transferred were part of the 33'000

EVID kits obtained for the 2013 General Election. The Commission has now acquired a

new system referred to as KIEMS.

Committee Recommendalion

IndependentCommissionsshouldkeepfidelitytotheConstitutionandavoidtaking
instructions from the Executive pursuant to the provisions of Article 249(2Xb) of the

Constitution.

469.2 Transfers to Ministry of Devolution

Although 200 Biometric voter Registers (BVRs) have been explained as having been transferred

to Ministry of Devolution, the commission has not availed any document regarding these

transfers and the purpose for the transfer which would contravene Section 72 (3) of the Public

Finance Management Act, 2012.

Submission by the Accounting Officer

L It is true that the commission transferred 200 Biometric voter Registration (BVRs) laptops to

the Ministry of Devolution in 2014.

2. The equipment were transferred in accordance with Section 129(l)'(2)'and (3) of

ProcurementandDisposalAct(2005)whichreferstoproceduresfordisposalof
unserviceable, obsolete or surplus stores. Further, before the transfer was effected, the 150

laptops were sanitized in accordance with the commission's IT Security policy to ensure that

they are free ofany confidential information'

Ye'ar cnded 3U^ Junc 20t5

The Commission, in compliance with the Election Act (as amended) developed

specifications and purchased the Kenya Integrated Election Management Systems

&f pVSl to replace the obsolete EVID laptops. Before the donation was effected' the

i50 lup,op, were sanitized in accordance with the Commission IT Securiry policy to

ensure that they were free ofany confidential information'



3. Owing to the political concerns raised over the transfer, the Commission resolved to recall all
the 200 laptops. So far 196 BVR laptops have since been retumed to the commission while
the remaining 4 laptops are at Gigiri police station (see Annex 5B).

4. In addition, (he assets have been reinstated in the books of accounts and reported in the
Commission's financial statements.

469.3 Loss of48 BVR and Generators at Emgwen Constituency, Nandi County
Audit has also revealed that 48 BVR Valued at Kshs.9,437,65 g.72 disclosed in Note lg of the
financial statement as disposed were actually stolen from Kapsabet warehouse, North Rift
Region on 23 August 2014. Although the matter was reported to the porice, no curprit has been
apprehended. In this circumstance, the security of data in terms of back up and control of
unauthorized access of both machine and database may not be assured and confirmed by the
Commission.

Submission by the Accounting Officer

l. This matter is under investigation.

2 That said the loss did not compromise the security or the integrity of data. The loss had no
effect on the security of data in terms of backup and control of unauthorized access to both
hardware and the database as the fo owing controls are in prace to ensure confidentiarity,
integrity and availability ofthe systems and dara thar resides in it:_

a) To access the database and the BVR software, users must have access rights that
are only assigned by the administrator in headquarter. This assures integrity ofthe
system as well as the data that resides in it.

b) Data avairable in the BVR kits is resident in SD cards and not in the hard disk.
This data is protected by encrypting using Advanced Encryption Standards (AES)
algorithms. Thererore, if anyone were to access the hardware and the SD card
they cannot see the data as it wourd require one to have the decryption keys to
decipher. This control assures confidentiality of information in the Kits as well as
the SD cards.

c) The kits are normaly used for offline data capture after which it is uproaded on to
the central servers tkough secure point to point links. This essentially means that
the voters' data is securely transmitted and stored in the central database system
and not on the kits.

d) To guarantee availability the data captured in rhe BVR kits is stored in two flash
disk (A and B) so that one acts as a backup in case of hardware or software
failure. Information in the flash disk is immediately transmitted over secure 1ink
to our central database. After the registration exercise, reconciliation is done to

Rep4 oh th. E ad,nahon olth. R.p of th. Audito.-G.n"rol
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e)

ensure that the data in the physical copies ofregistration form (form A) agree with

what is in the database.

Direct access to the central server that hosls the voters' register data is strictly not

permitted. This control assures integrity as well as confidentiality of the system

and the data that resides in it.

In addition, voters are periodically allowed to validate the register during

inspection to ensure that their information is correctly captured and to correct any

omissions, if anY.

g) The Commission has an ICT policy that provides for procedures and standards to

assure confi dentiality, integrity and availability'

469.4 Generators and Solar Panels

Examination of the fixed assets register and other related records reveals that 68 Olympia

generatorsmadeinUnitedKingdom(UK)andl32gsolarpanelstypeSLP42.5-l2maximum

f,o*e, uoltage 72.2 voltage weighing 6 kgs are lying idle in various regional offices but have not

been disclosed in any ofthe IEBC inventory'

Due to the incompleteness of records made available for audit, it is not possible to establish the

value ofthese assets, the mode and purpose oftheir procurement'

Submission by the Accounting Officer

l.TheAssetswereinheritedfromthedefunctElectoralCommissionofKenya(ECK).The
handing over report of the caretaker team to the Interim Independent Electoral and

Boundaries commission contained scanty information on fixed assets to be inherited from

ECK. lt was therefore difficult to establish the carrying amounts of the generators and the

solar panels.

2. The Commission has planned to value the assets inherited from ECK by engaging the

services of a professional. This will assist in estimating the optimal value of the inherited

assets to be recognized in the fixed assets register. In addition, under new strategic plan, the

commission intends to re-engineer its systems ofasset management starting July 2018.

3. The Commission has made accounting estimates based on the market values and included the

aforementioned assets in the Fixed Asset Register (see Annex 6)and financial statements As

explainedabovetheCommissionisintheprocessesofengagingaprofessionalvaluerto
determine the market values ofthe assets'

Committee Observations and Findings

The committee ob served that 68 Olympia generators made in united Kingdom (uK) and

1329 solar panels are lying idle in various regional offices and have not been disclosed in
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Note 20 to the financial statements reflects a figure of Kshs.l,30r,9l3,gr7.5g against pending
bills as follows: -

A due diligence check of pending BiIs in fifteen (r5) Regions, has revealed that pending bi[s
amounted to Kshs. l 32,5 86 ,36r .2r and not Kshs. 140, l 8 r ,106.57 reported by the Commision.
No reconciliation has been provided, therefore, accuracy and validity of pending bilrs amounting
to Ksh.l50, 912,156.57 as reported in the financial statement could not be confirmed.
Submission by thc Accounting Officer

l The National Treasury carried out an independent audit and verification exercise of the
Commission's pending bills that arose out ofthe 2013 general elections. This was done at the
regional offices as werr as the Head office. The totar amount ofpending bi s in the Regionar
offices was Kshs.l78, 605,336.97. pending bilrs amounting to Kshs.25, g37,g44.40 *"r" no,
validated and hence the validated pending bifls in the regions amounting to Kshs.r50,
912,156 57 were recognized as shown in the reconciliation table below. Invaiidared pending
bills at the regional olfices and the Head Office have been disclosed as a contingent liability
(note 25) in the financial statements of the commission in rine with IpsAS l9 standards as
thc Commission believes that it is highly probable that the liabilities will crystallize in future.

2. The difference between the Auditor General's and the commission's figure arose from the
fact that some regions had already settled some of the pending bills or inclusion of bills not
validated by the National rreasury audit / verification exercise by the time ofthe audit.

Pa rticulars Amount (Kshs)

1s0,912,t56.s7

Legal
855,3t7 ,251.68

Headquarters
29s,684,409.33

TO'TAL
1,301,913,817.58

R.ptt on thc Enmhaton of h? R.p of the ,tuditor_
Y.a, end.d lf Jw. 20t5
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any of the IEBC inventory and that handover contained scanty information on fixed assets
from ECK.

470. Inaccurate Pending Bills

l7 Regions



RECONCILIATION OF REGIONAL PENDING BILLS

R,EMARKSVARIANCEAUDITOR
FI6URE5

VALIDATED
Kr h.OFTICE / REGION5/NO.

5,17 0,090.625.17 0,090.62Central Eaitem lElgryI-1

447 .7 42.00447.742.00r Eastem rioloU2

10,731,050.00Mandera/ Waj tr3

r 5,093,798.504
Rejected pendinS billt bY

NationalTreatury

Audit/Validation
12 .5 43 .521 .008.382.794.005 South Coast (Mombasa)

Rejected pending bills bY

NationalTreatury

Audit/Validation

(7 46,7 7 4)3.501,574.002,754.800.006 Nonh Coart (Kilifi)

7 ,022 .655 .00Lower Centnl fittlq)7
Reiected pending billt bY

NationalTreatury

Audit/Validation

(2.642,870\r 3.425,900.0010.783.030.00Upper Centnl (Nyeri)8

17.430,813.009 Nairobi
3,t34,950.003.134,950.00Bu omat0

Rejected pending bilL bY

NationalTreatury

Audit/Validation

(395,000)4.566,667.004 ,17 1 ,667 .00KakameSa11

5.82 3.000.0012 South anza Kisii
The difference b€in8

amount already paid

before the audit

verification exercise

6 ,9 56 .7 04 .0032.071,418.45Central Nyanza (Kirumu)

Rejeaed pending bills bY

NationalTreasury

Audit/Ualidation

(s86.500)886.500.00300,000.00Central Rift (Nakuru)14

The difference being

amount already Paid

before the audit

verification exercise

4.164.59023.429.7 58.0027.594,348.00North Rift (Eldoret)l5

20,7 47 ,433.45130,164,723.12150,912,156.57Totall Ksh.I

471. Irregular Procurement of Election Materials

Inmyreportfor20|212013,unsatisfactorymatterswerereportedinrelationtoprocurementof
seveiat election equipment including Biometric Voter Registration (BVR) Kits at a cost of

Kshs.6.4 billion, Electronic Voter Identification Devices (EVIDS) Kshs.l.3 billion, Universal

PolingKits(UPK)atKshs.l.53billionandElectronicResultsTransmissionsystem(ERTS)
Kshs.25.g million. The commission did not have an approved Procurement Plan for the year;

-R"po,,o,,t,"*o^inouonoIlheReporloIk?Audllol.Gen?rulonlh.FnoncM]Slaledenls

te .nded 3d^ June 2015

Lower Eastem (Machakos)

(4.160.727],

25,114.714



therefore the above items were procured contrary to the provisions of pubric procurement and
Disposal Act, 2005.

Submission by the Accounting Officer

l ' The commission procured severar erectronic equipment incruding BVR, EVID and
Electronic Results Transmission System (ERTS) as pei the commission,s procurement pran
presented to the Auditor General.

2' The commission did not procure Universar poring Kits as pranned. The subject matter with
respect to the Kshs. 1.53 bilion was the acquisition of r02,000 metar detectors which were
not approved by the Commission neither were thev delivered_

Committee Recommendation

Accounting offcers must at a, times be guided by the raw in the execution of
procurement plans and must submit to the Auditor-Generar aI the requisite documents
for audit review in a timely manner.

Repo.t on th. Examinahon ofth. R?@d ot th. A
Yeat en&d lf Jun. 20l s

uditor-Generol on thc Fnwncial Slatenehtt for th. National Gowmtn.nt/ot tl?



32.0. PARLIAMENTARY SERVICE COMMISSION

FINANCIAL STATEMENTS FOR VOTE 204

Mr. Jeremiah Nyegenye, the Secretary to the Commission and Accounting Officer

appeared before the Committee in l"t December, 2016 accompanied by the following

oifi""rr, Mr. Justin Bundi; ClerkNational Assembly, Dr' George Wakah; Ag' Director

Finance and Accounting and Mr. Peter Meikoki-chief Accountantto adduceevidence on

the audited Financial statements of vote204 Parliamentary Service commission for the

Financial year 201412015. The Minutes of the committee's Sittings on evidence taken are

attached in this rePort.

Basis for qualified oPinion

473. Foreign TravelExPenditure

Examination of the commission's payment records indicate that amounts totaling

Ksh.Tg,50l,l2T.00werepaidtovarioustravelcompaniesonaccountofissuingairtickets
duringtheyearunderreview.Thesepaymentswerenotsupportedwithdocumentationincluding
copies of confirmed air tickets, boarding passes and passport entry/exit stamps ln the

cir"rmsranc", it is not possible to confirm the validity and legality of payments totaling

Kshs.79,501.127.00 to travel companies.

Committee Observations and Findings

The Committee treeted the matter as resolved'

474. OfficeandGeneratSuppliesandServices

During the year under review the commission paid a total of Kshs.8l,l3 t,550.00 on account of

goodsunderofficeandgeneralsuppliesrelatingtofraudulentprocurementoftonnerswhose
do.r..n,, are held at the Directorate of criminal Investigation, hence unavailable for audit

review. In the circumstance, it has not been possible to confirm that goods valued at

Kshs.81,131,550.00 were lawfully and effectively acquired under Article 229(6) ofconstitution.

Committee Observations and Findings

TheCommitteeobservedthatthematterremainunresolvedasthedocumentsrelatingto
ofliceand generalsuppliesand services were with the Directorate of Criminal Investigations

and the matter was live in court.

Eiiii * *o,,'.o,ion olh? RePo olthe Audtto'G?nerut on !h? Ftruncnt Statentnts

Ye'at ended )d\ June 2015



475. PendingBills

Examination of Pending Bills reveals that bills totaling Kshs.6,35g,500 were outstanding as ar
June 2015' Information and documentation availed indicate that the Commission ordered and
received roner cartridges for computers, photocopiers and equipment that courd not be
physically verified in the Commission.

Committee Observations and Findings

The committee observed that matter was outstanding as there were still pending bills of Kshs
6,358,500.00 and were to be setrled in the next financial year.

Committee Recommendations

The Accounting Officer must ensure that the matte
subsequent year pursuant to the provisions of section
Management Act, 2012.

Other Matters

476. Imprest

r is listed as first chargc in the

_of the Public Finance

Examination of imprest payments totaring Kshs.g,93 r,430.00 to staff athched to various
committees and subsequent surrender documenration revealed the folrowing irregularities:-
476.1 A payment of Kshs.4,400,5 70.00 on account of pubric Investment committee meeting
was not supported with documentation including the Iist of attendees.

Committee Observations and Findings

The Committee treated the matter as resolved,

476'2 Examination of imprest payments totaling Kshs.g,93 1,430.00 to staff afiached ro various
committees and subsequent surrender documentation revealed the following irregularities:-.
Committee Observations and Findings

The Committee treated the matter as resolved.

476' Two imprest su,enders of Kshs. r,462,640.00 and Kshs.795,720.00 were not supported
with the relevart docurnentary evidence, hence the propriety of these payments courd not be
confirmed. Committee Observations and Findings

The Committee treated the matter as resolved.

476.4 The Commission paid Kshs.1,215,500.00 to a local company in respect
accommodation provided to thirty three (33) Nationar Lands Committee members.
documentary evidence has been produced to support the procurement and payment.

My opinion is not qualified in respect to rhis matter.

of
No

P,eporl on the E a i,atton oftha Reponolri,tudt
Year ended 3f June 20tS

tor-G.ncral on th. Fiialcial Stotez,c'.ts Iot the National Covemment tot th. a



Committee Observations and Findings

The Committee treated the matter as resolved'

PARLIAMENTARY CAR LOAN SCHEME

FUND Unqualifi edOPinion

There wasnomaterial issues notedduring theauditofthefi nancial statements'

PARLIAMENTARYMORTGAGE SCHEME FUND

Unqualified OPinion

There was no material issues noted during the audit ofthe financia[ statements

-iiiiiE,^*uon of the ReP of the Audtor'General onthe Ftnan(nl Stat'ments

Yclar ended )dt Jt,ne 20t5



33.0. JUDICIAL SERVICE COMMISSION
FINACIAL STATEMENTS FOR VOTE 205

Mrs Anne Amadi, cBS the accounting officer and the secretary Judicial servicecommission appeared before the committee on 24th April 20li 
"rJ- ii,o" aprir

accompanied by David Rapando; chief Finance officer, Frida Mokaya; Registrar Judiciar
Service Commission, Ronard wanyama; Ag. Dircctor Audit and Risk Management, EdwinMureti Mbu; senior Finance officer, Sharaon Mwanyuli; Resident Magistrate to adduce
evidence on the audited Financiar statements of vote i05 Judiciar service Commission forthe Financial Year 2014/2015. The Minutes of the Committee,s Sittings on evidence taken
are attached in this report.

477. Unaccounted for Imprest

I draw attention to Note 5 to the financial statement which indicates ourstanding imprests as at 30June 2015. During the year under review, imprests totaring Kshs.3, 336,6g2.35were issued asper records maintained by the commission and had not been surrendered as at 30 June 2015.
My opinion is not qualified in respect of this matter.

Submission by the Accounting Officer

Some of the Commission's activities took prace towards rhe end of the financiar year of201412015 hence most officers who were hording imprest had not avaired surrender documen*
at the time of the audit. However, a[ the officers have since availed the supporting documents
and the outstanding imprests have been creared. Documents in support of the surrendered
imprests are available for review by the audit team.

Committee Observations and Findings

l. Members observed that the imprest has since been cleared

2, The query has been resolved

Submission by the Accounting Officer

Other Matter

The commission does not have a disaster recovery program and backups in prace to assure ondata security and integrity. Further, intemal audit reports were not availed for audit review.
Minutes of the audit committee meetings were also not availed.

My opinion is however, not qualified on this matter.

Repo oh th. Examination of,he Remrt
Year.nded Jt June 2015 

- of6. hditot-Gcneral on the Financial Statenenlt for thc Nationd Aovemncnr lor the e



A. The Judicial Service Commission has a Risk Management procedure and Disaster Recovery

programme. To this end the all commission's data in computers is backed up on external hard

disksandallmanualfileshavebeenscannedandstoredinexternalharddisks'Theexternalhard
disks are stored outside the Commission Oflices'

ln its financial management' the Judicial Service Commission like other institutions in the

National and County Governments relies on fie Integrated Financial Management Systems

(IFMIS) which is managed UY'if't N"ti"""f Tt:1tl'y it'", IfUtS has Disaster Recovery Plan

(DRP) and Business C""'i"'i;';;"leip) *t'i"t' is implemented in case of a disaster' This

ensures recovery and continuity of financial management and reporting at the Judicial Service

Commission.

TheminutesoffullJudicialserviceCommissionanditscommitteesmeetings,includingthe
Audit, Govemance and Risk Management Committee meetings are available at the Judicial

Committee Observation and Findings

l. The explanation by the Accounting Officer that documents relating to the

unaccounted for imprest were submitted' reviewed and verified by the Auditor

General. The Auditor General confirmed the status'

2. The matter relating to unaccounted for imprest stands resolved'

Committee Recommendation

Accounting officers must ensure that they submit the accounts no later than three months

after the end of each fi""'";;;;;;;' the accounting officer for the entity shall submit the

entity's financiat statements toihe Auditor-General pursuant to the provisions of section

iitlitut or,t" Public Finance Management Act' 2012'

Service

R. on lha Era,nnolon of
Ye'at .ndrd 3d^ June 2015

of th. Audtlor'G.neral oh the Finoncul Staknents lot h. Naional Gov.nm.nt for lh'

Submission bY Accounting Officer

B. The Commission procured a containerized Data Centre in 2013 which was delivered and

commissioned under Contract No' lUnlCOf'VZ 21201 by IWS Dimension Data' The Project was

highlighted by the Public Accounts Committee (PAC) as an audit issue in its report findings in

the 2014 Special Audit ff't Contuintti"d Data Center has been in use as from I't May 2015 to

date and it's a resource that the Judiciary can avail for use by other govemment Agencies for

backing uP their ICT sYstems'

In a letter dated 3'd March 2017' IWS Dimension Data demanded for payment of the

outstanding balance ofKshs i\]++,OOS The said comPany has continued to make demand for

Davment of this sum 
""0 

tf'Itl* ; a""gtt-"i t*tf"tins the same into a legal claim'

something that the Commit;;; ;; keen io a'oid the mier tuming into a legal claim



ii]:Tr",,?"t:* 
interest the claim anracrs. The Commission sought direction on how to dispose

Ii:.:T[fiIi.llo*:*"" minutes or the audit comminee meetings and intemar audit

Committee Observations and Fin<iings

1' The Commission had a containerized Data center which has been in use as froml't May 2015 to date aftl therefor tfr. Co..ir.io, has a disaster recoyery
, f_.:i:li.:lj-11"u:l'in place to assure on artu.".rrityz' r ne procuremcnt of the Containerize, Data center wasihe matter of speciar audit- -by 

the Public Accounts Commirtee i, ,f," il,iir.f ir_"rr.t'lffi',ilIt'sion owes IVUS Dimension b;d ;;;rrtanding barance of Kshs
4. The Committee marked the matter as resolved.

The Accounting Officer shoukl 
.proceed to pay Kshs, 21,344,009 and accompanyinginterest to avoid the matter escalating irto, f"frf'"fri.. '

Committee Recommendations

Repart on rhe Exaninarii
fea. ended 3d'Jhe 20t5

ofth. Repa ofthe Audito.-Genetul on tfu Firunciol S.atcnehl, /o, h. Narional GoEmncnt Ior th.



34.0. COMMISSION ON REVENUE ALLOCATION

FINANCIAL STATEMENTS FOR VOTE 206

UnqualifiedOpinion

There were no material issues noted during the audit ofthefinancial statements.

-RrNr*, 

k, Lto^,roron ofthe RePortoIthP 'ludttolGenerul on the FnancnlSatenens

Y.ar ended 3f June )015



35.0. PUBLIC SERVICE COMMISSION

FINANCIAL STATEMENTS FOR VOTE 207

Unqualified Opinion

There were no material issues noted during the audit ofthe financial statements

Repo on thc Exanihonon o/the R?pott ofkc,l
Yeat ended ld^ Junc 20 I 5

uditoftGeheral on the Financial Statenents fo. the Nationat G o\'.mh.nt Iot th.



36.0. SALARIES AND REMUNERATION COMMISSION

FINANCIAL STATEMENTS FOR VOTE 208

Unqualified Opinion

There were no material issues noted during the audit ofthe financial statements.

a"rrr*, *" fi^..ron o! the ReNtt of the 4udno'Gental on th' Ftnan'nl Shtem'ats -

Year ended ld' June ]015



37.0. TEACI{EITS SERVICE COMMISSION

FINANCIAL STATEMENTS FOR VOTE 209

Ms. Nancy N. Machariathe accounting officer Teachers service Commission appeared
before the committee on 2018 and accompanied by Mr. Nicholas M Mwanikif Senior
Deputy Director, Allan M. Sitima; Legal Officer, Ms. Grace Ngure ; Ag Director, Ms.
Caroline Macharia; Ag Senior Deputy Director, Mr. Charres G. Mahungu; Ag Director
Internal Audit, Mr. Joseph Olwangi; Ag Director (IA), Mr. Japheth Kaunyu; Chief
Accountant, Mr. John Karanja; Ag Deputy Director, Mr Hilary Limo; Accounts grh May,
2018 to adduce evidence on the audited Financial statements of vote 209 Teachers Service
commission for the Financial year 2014/2015. The Minutes of the committee,s sittings on
evitlence taken are attached in this repo11,

478. Going Concern

During the year 2014/2015, the Commission incurred a deficit of Kshs.4, 577,727,356
(2013/2014 - surplus: Kshs.22l, 016,694) resurting in an accumurated deficit of Kshs.2,
595,271'851 as at 30 June 2015. Further the current liabilities of Kshs.5,251,126,56g exceeded
the currenr assets of Kshs. r ,244,08r ,z5r by a negativc working capital of Kshs.4,007,045,317 as
at 30 June 2015. The management has attributed the poor performance to low funding from the
National Treasury. The financial statements ofthe Commission have therefore been prepared on
a going concern basis on the assumption of continued support from the Government and its
creditors.

Submission by the Accounting Officer

At the closure of FY 2013/14 the Commission had not received exohequer releases as per
approved budget, to the tune ofKshs. 4,577,727,356.00. Treasury then issued a circular allowing
MDA's clear pending bills from 20l5/16 funds. They further received Kshs. 4,g56,740,000.00
from supplementary estimates.

Committee Findings and Observations

l. The explanation by the Accounting officer that at the crosure of Fy 2013/14 the
Commission had not received exchequer rereases as per approved budget, to the
tune of Kshs. 4,577,727,3s6.00 and rreasury had issued a circurar allowing MDA's
clear pending bills from 2015/16 funds was persuasive. However the Accounting
Officer had not tabled the circular in support of his submission.

Committee Recommendation

The Committee marked the matter as resolved.

R.F oh th. E aninanon ofh. Reptt ofth. Audttot-G
Y.or .ndcd 3f Jta. 20 I s

enerul on the Fitut lcio! Stotcnenlt lor the National Goy.mrnent for th.



T
479. Stores and Cash losses'

Included in the receivables from exchange transactions balance of Kshs. 372,433,024 as at 30

June 2015, are unrecoverable losses of stores and cash losses amounting to Kshs l0,487,5l6 and

Kshs.2,928,398 respectively, which as previously reported occurred between the years 1988 and

2000. The matter was investigated and the Director of Public Prosecutions directed that the

suspect be charged with the offence of stealing by person employed in the Public Service

contrary to Section 280 of the Penal Code. A review of the matter during the year under review

indicates that the suspect was charged in a cou( of Law, and the case was ongoing as at the date

of this report.

In addition, included in the balance ofKshs. 372,433,024 is a long outstanding Pay As You Earn

(pAyE) amount of Kshs. 128,392,939 which was paid to Kenya Revenue Authority (KRA) on

account of former teachers who deserted their jobs and their salaries were returned to the

Commission. The PAYE had not been recovered as at the date of this report'

In the circumstances, it has not been possible to confirm the recoverability of the receivables

from non-exchange transactions totaling Kshs. 141,808,853 as at 30 June 2015 '

Submission by the Accounting Officer

The matter of loss of Kshs. 10,487,516.00 was about stolen 30 clSCo Access switches. The

matter was in court as the suspect had been arrested and charged. The loss of Kshs. 2,928,398 00

was occasioned by theft during payment of salaries in cash and the suspects are before courts'

The refund of Kshs. 128,392,939.00 PAYE funds had been resolved with KRA, who were

willing to refund Kshs. 46,060,915, and the process was ongoing'

Committee Observations and Findings

l.TheexplanationoftheAccountingofficerrelatingtostolen30ClSCoAccess
Switches worth Kshs' 10,487,516,00 was persuasive' However, the Accounting

Officer did not tabte any documents in support of her submission

2. The commission received a refund of Kshs.46, 060,915 from KRA and subsequently

sought authority to write off the debt of Kshs.68, 802,494.55 from the National

Assembly'

Committee Recommendations

1. The Committee marked the matter as resolved'

2'Accountingofficersmustensurethattheyprovideinformationonanyfraud,losses,
andexplanationfortheactionstakentopreventasimilarprobleminfuturewithin
threemonthsoftheadoptionofthisreportpursuanttoheprovisionsofsection
68(2Xm) of the Public Finance Management Act, 2012'

Epo,, on,n qo.,noron olthe ReNa oI h' 4udttotcene'al on the F nanciol Staten'nts

Yeot ended 3f June 2015



480. Property, Plant and Equipment

The property, plant and equipment balance of Kshs.2,532,467,445 as at 30 June 2015 includes
Kshs.805,l66 being the residue value ofeleven (l l) motor vehicles procured between 1996 and
2004 for a total cosr of Kshs.26,450,71 l. Although the eleven (l l) motor vehicles were still in
good working condition as at the date of this report, their reported residue value of Kshs.
805,166 as at 30 June 2015 appears way below their market value.

In the circumstances, it has not been possible to confirm that the property, plant and equipment
balance of Kshs. 2,532,467 ,445 as at 30 June 201 5 is fairly stated.

Submission by the Accounting Officer

Nine of the vehicles had been revalued so far ar Kshs. 3,g54,274.00 while the orher rwo were
being pursued.

Committee Observations and Findings

The explanation by the Accounting officer that nine of the vehicles had been revalued so
far at Kshs. 3,,854,27 4.00 while the other two were being pursued was sufficient.

Committee Recommendations

The Committee marked the matter as resolved.

Other Matter

481. Budgetary Control and Performance

The 'feachers Service commission had a total development budget of Kshs. 135,000,000 voted
for the financial year 20l4lz0l5 for the construction of rSC county offices. However, rhe
commission did not receive any development funds during the year under review resulting in
l00o% under absorption as indicated:-

I

Itcm Budgeted

Allocation

20t4t20ts

Actual

2014/2015

Under

Absorption

Absorption

in oh

Development 135,000.000 135,000,000 100

Total 135,000,000 135,000,000 100

Repo on the Ebnirution ol th. Rcprt ol the Auditot-
Y.at ended Jf Jn.20t5

General on th. Firancial Statenent! for th. Nationat Govemn nt lot th.



T It is doubtful if the Commission achieved its objective and mandate for construction of the

intended buildings for services in the Counties.

Submission by the Accounting Officer

The work stalled because the Commission had not acquired allotment letters on the sites at the

time. They had currently acquired some ofthe allotment letters and the funds were re-allocated

in the revised estimates for FY 2015/16. Work was set to start.

Committee Observations and Findings

The committee observed that budgetary performances in noble projects were being

undermined by matters that could easily be solved intra-government'

Committee Recommendations

l. The commission should immediately acquire allotment letters in the remaining

counties and complete the constructions by end of the financial year'

Reporronrhe Erantnanon ofthe R?Nrto!th( Aud or'Cn.nlon the Fnancnl Sttede ts

tpar cndcd l(l' June )015



38.0. NATIONAL POLICE SERVICE COMMISSION

FINANCIAL STATEMENTS FOR VOTE 2TO

Mr. ojango omumu, the Accounting officer appeared before the pAC committee on
Tuesday 29th November, 20l6accompanied by the folowing olficers, R. odegi oyile-
Director, Corporate Support Services, Ms, Esther Kitonyi-Manager, Accounts, Mr.
Mbindyo Racheal-Manager, suppry Chain Management and Mr. okinda obor-Deputy
Director, lruman Resource Management to adduce evidence on the audited Financial
slatements of vote210 Nationar porice Service commission for the Financial year
2014/2015. The Minutes of the Committee,s Sittings on evidence taken are attached in this
report.

482. Usc of Goods and Services

The financial statements reflecl an expenditure of Ksh.179,g06,gg7.00 under Use of Goods and
scrvices which includes payments for expenditure totaring Ksh.g0,g49,299.00 inegurarly
incuned as lollows: -

482.1 Irregular Procurement of Medical Insurance Cover

The Commission procured staff medical insurance cover through direct procurement at a cost of
Kshs.26,478,684.00 contrary ro Article 227 of the constitution of Kenya, 2010; Section 29(l) of
the Public Procurement and Disposal Act,2005 and Section 62(3) ofthe public procurement and
Disposal Regularions 2006. consequently, propriety of Kshs. 26,47g,6g4.00 incuned on medical
cover during the year could not be ascertained.

Submission by Accounting Officer

The matler was reported as outstanding because the direct tender was already awarded.

Committee Observations and Findings

l. The use of direct procurement at a cost of Kshs.26, 47g,6g4.00 was contrary to
Article 227 of the Constitution of Kenya, 2010 and section 29(l) of the public
Procurement and Disposal Act, 2005 and Section 62(3) of the public procurement
and Disposal Regulations 2006 pursuant to an admission by the Accounting officer.

2. The Accounting officer during the period under review was the secretary to the
Commission.

3. The matter remains unresolved.

R?po4 on th. Ea natiod of the R.p olth. ,,tudt
Year ended lt' Junc 201J

to*ceneral on the Finandat Statenehlt lor th. Notional Govcrrunent lot the



Committee recommendation

1. The Accounting officer should submit justification to the Auditor General for

undertaking direct procurement at a cost of Kshs,26, 478,684.00 contrary to Article

227 oI the Constitution of Kenya, 2010, section 29(l) of the Public Procurement and

Disposal Act, 2005 and section 62(3) of the Public Procurement and Disposal

Regulations 2006.

2. Where the Accounting officer fails to submit the justification under paragraph (l)

The committee should proceed to recommend that the officer be surcharged

Kshs.26, 478,684.00 deficiently incurred in the direct procurement of the medical

insurance cover.

482.2 Unsupported Rent PaYments

The commission occupies four (4) floors at Skypark Building, LR. No.l870/l)u167 and pays

annual rental cost of Kshs. 54,370,615.00. However, no lease agreement has been signed

between the landlord and the Commission. Under the circumstances, the validity of the annual

rental payments could not be ascertained.

Submission by the Accounting Officer

The lease agreement was not signed because of outstanding contentious issues between the

Ministry of Public Works, Lands and Housing and the landlord. Cunent rent payments were

based on a binding Head of Terms Agreement. The commission was still engaging the ministry

and the Attomey General.

Committee Observation and Findings

1. The Committeeobserved that the commission took possession of the premises and

even partitioned it without having signed a lease.

2. The matter remains unresolved.

Committee recommendations

Accounting officers must ensure that all contracts entered into by the entity are lawful and

are complied with pursuant to the provisions of section 6E(2Xd) of the Public Finance

Management Act,2012.

t!! li Eii
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483. Irregular Payment of Meal Allowances

Records availed for audit show that the Commission paid meal allowances totaling Kshs.
6,879,500.00 to officers who were performing normal duties contrary to Section J.6 ofthe code
of Regulations, 2006 and circular letter Ref. No. MSpslg/2Al (g9) which require that meal
allowances should be paid to officers travelling on duty. In this circumstance, it is not possible to
confirm the validity of Kshs. 6,879,500.00 incurred on meal allowance.

Submission by the Accounting Officer

The payments were made to officers engaged in the vetting process, who worked extra hours.
The payments made werc less than the altemative of payment of overtime, a sum which the
Commission did not have.

Committee Obscrvations and Fintlings

I' The Accounting officers explanation that the commission paid meal allowances to
officers engaged in the vetting process, who worked extra hours in prace of
alternative of payment of overtime the allowances was unsatisfactory as all
allowances are defined by the Salaries and Remunerations Commission, are not
arbitrary and contradicted to Regulation J.6 0f the Codc of Regurations, 2006 and
Circular letter Ref. No. MSpSl8/2Al (89).

2' The Accounting officer during the period under review was the secretary to thc
Commission.

Committee recommendalions

l. TheAccounting officer should submit justification to the Auditor General for
paying meal allowances to officers of Kshs, 6,g79,s00.00 contrary to theRegulation
J'6 of the code of Regulations, 2006 and Circurar letter Ref. No. MSpslg/2Al (g9).

2. where the Accounting officer fairs to submit the justification under paragraph (l)
the Auditoi General shouid proceed lo recommend that the officer be surcharged
Kshs. 6'879'500.00 deficiently incurred in the irregular payment of meal allowances
within (3) three months of adoption of this report.

484. Acquisition of Assets

The financial statements further reflect a balance of Ksh.70,3 59,063.00 against Acquisition of
Assets, however, unsatisfactory mafters have been observed on Refurbishment olBuildings and
Motor Vehicles as follows: -

Rep on th. Exaninatrch o/th. R.tn ofthe Aud,tot-Gencru!
Yea. end.d 3F Jue 20t s

on the financial Statem.nts lor the Notiohal Goremnenr for rhc 8e



484.1 Refurbishment of Buildings

484.1.1 Delay in Project Implementation

Although clause l3 of the conditions of contract require that a contractor should provide a

progamme of work, audit inspections undertaken during the month of September 2015 revealed

that contracted works that started on 5 April 2013 for twenty four (24) weeks had not been

completed.

Submission by the Accounting Officer

The building faced delays after the Departmental Committee on Administration and National

Security negotiated the cost of works downwards from Kshs. 189,961,612.00 to Kshs.

139,g53,779.00, with the concunence of the contractor. Exchequer issuance delays also delayed

progress of works. The refurbishment was completed and occupied, awaiting the expiry of the

defects tiability period to obtain certificate of completion.

Committee Observation and Finding

The Committee observed that the refurbishment was completed and occupied'

Committee recommendation

The Committee marked the matter was resolved.

484.1.2 Liquidated Damages

Although recovery of liquidated damages is a requirement under clause 27 of the Conditions of

Contracts, this provision is missing from the Contract therefore, causing delay in delivery ofthe

project. In the circumstance, there are indications of poor project planning and weaknesses in

project supervision.

Submission by the Accounting Officer

This was an inadvertent omission on the part of the drafters of the contract, which the

Commission had no expertise at the time to arrest. He endeavored to ensure future contracts

would be properly done.

Committee Observations and Findings

The Commission was negligent when it entered a contract that did not have a clause for

liquidated damages'

Committee recommendations

Accounting Officers must ensure that all contracts entered into by the entity are lawful

pursuant to the provisions of section 6s(2xd) ofthe Public Finance Management Act' 2012.

| | t=: i7 !: il::l
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484.1.3 Unexplained Introduction of New Contract

Although the commission awarded the contract at a tender sum of Kshs. Ig9,961,612.00, the
Parliamentary Committee on Administration in consultation with the Commission met on 3 June
2013 and revised the contract sum to Kshs. 139,953,779.00.

Further, during a site meeting held on 27 January 2014, the project Manager advised the
Commission to seek authority from the tender committee to vary the contract sum from Kshs.
189,961,612.00 to Ksh. 139,953,779.00. Flowever, the tender committee's approval has not been
availed for audit verification, an indication that the project cost could have been exaggerated and
tax payers would still bear the cost.

Although the commission purports that the contract sum has been revised to Kshs.
139'953,779.00, the justification of paying the same contractor using Local Service order
No.1040259 for Kshs. 24,136,949.00 under a separate contract No. NBI/D)Z /6312012-13 instead
ofthe existing contract No. as NBI/D0l /81/2 OIZ-2013 has not been explained.

Submission by the Accounting Officer

There was no new contract, and the correct one was NBI/D0 llgllzolz-zol3. The other one was
unknown to the commission and was probably a typographical e,or. Thc variation had been
approved by the then Ministry of Lands, Housing and Urban Development. Kshs. 11g,669,421
had been paid so far with the balance of Kshs. 2 1,2g4,3 57 .25 awaitingthe last certificate.

Committee Observation and Findings

Accounting officers must ensure that proper management and control of,, and accounting for
their finances in order to promote the efficient and effective use of budgetary resources pursuant
to the provisions ofsection 68(2)(m) ofthe public Finance Managem ent Act,2orz.

484.2 Missing Motor Vehicle Logbooks

The summary of fixed assets register annexed to the financial statements show that the value of
fixed assets of Kshs. 153,763,517.00 includes motor vehicles purchased at a cost of Kshs.
I 17,s52,09s.00.

However, the commission has not availed logbooks for twelve (12) motor vehicles, explaining
that they were handed for safe custody to the former commission Secretary who did not hand
over the same to the Commission.

I

Repo4 on the Examination ofth? R.pod
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Although, it has been explained that the matter has been refened to Director of criminal

Investigation @CI) for investigation and Director of Public Prosecution for prosecution, the

Commission still does not haYe evidence ofownership ofthe twelve (12) vehicles'

Submissionby the Accounting Offi cer

The commission had initiated the process to replace the missing log books by paying all

requisite fees. The logbooks would be delivered at any time.

Committee Observations and Findings

The commission should report the status of replacement of the logbooks to the Auditor

General wilh a view to resolving the matter, within three months of the adoption of this

report.

485. Pending Bills

Examinations of records show that the Commission had pending bills of Kshs.14,144,988.00

relating ro financial year 20l3l2Ol4,which increased to Kshs.20,141,098.00 in the financial year

2}l4l2}l5 by Kshs.5,996,l l0.00.The bills were not settled during the year but were instead

carried forward to 201512016. Had the bills been paid and expenditure charged to the accounts

for 201412015, the Statement of Receipts and Payments would have reflected a Net Deficit of

Kshs. 20,135,228.00 instead Net Surplus ofKshs. 5,870.00 now shown.

Committee Recommendations

The Committee marked the matter was resolved.

fear endtd 3lJ^ June )015

Committee Observations and Findings

The matter had been resolved as pending bills had been cleared as 1" charge during the

subsequent financial Year.



39.0. THE OFFICE OF THE CONTROLLER OF BUDGET

FINANCIAL STATEMENTS FOR VOTE 2I2

Unqualified Opinion

There were no material issues noted during the audit ofthe financial statements

Repon on rhe tuanination ofh. Reprt ofk Auditot-G.nerul
Year ended 3tf Jure 2015
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40.0. COMMISSION ON ADMINISTRATIVE JUSTICE

FINANCIAL STATEMENTS FOR VOTE 213

Ms Agness odhiambo the accounting ollicer appeared before the committee accompanied

Ms Macklin A. ogolla; Director CS, Ms Selina Iseme; Director IS, Mr. Joshua M.

Musyimi; Director Research and Planning, Mr. Patric Kamorel Chief Finance officer, Mr.

Joseph M. Tulula; Chief Accountant on 4th May, 2018 to adduce evidence on the audited

Financial statements of vote 2l3Commission on Administrative Justice for the Financial

Year 201412015. The Minutes of the committee's sittings on evidence taken are attached in

this report,

486. Pending Bills

The commission records as at 30 June 2015 reflect pending bills totaling Kshs. 4,561,860.00

relating to 2ol4l2ol5 financial year. No reason has been provided for failure to clear the pending

bills as at 30 June 2015 with the financial statements reflecting bank balances of Kshs'

64,711,353 and recorded surplus of Kshs. 10,7 44,222.40 '

Submission by the Accounting Officer

It was true that in the period under review 2014/15 financial year, the Commission on

Administrative Justice (CAJ) carried forward pending bills amounting to Kshs.4, 561,860 and a

bank balance of Kshs.64, 711,353. The Commission rvishes to clarify that part of the balances

amounting to Kshs.41,928,548.65 was in the commission's deposit account(Appendix I)' being

monies held for staff gratuity and contractor's retention in respect of office partitioning carried

out within the 2014/15 financial year hence the funds could not be utilized to settle the pending

bills. Out of the total balances, another Kshs.26, 000,000 was only credited in our recurrent

account by the National Treasury on ltt July 2015 even though we received the notification on

306 June 20l5Appendix 2. Given that the exchequer release was on the closure of the 2014/15

financial year, the Commission had no capacity to utilize the amount. In addition, the IFMIS

portal had been switched offand therefore, no transaction could have been canied out.

He also noted that the commission encountered challenges beyond its control, which hindered

timely settlement of the pending bills in question as follows:

l. Late uploading of the third quarter allocation on the IFMIS Portal caused a delay in

initiating the procurement process of planned activities, given that for the process to

commence; sufficient funds must be available on the IFMIS platform to initiate

Yeu end.d 3d^ June 20t 5



transactions on the e-procurement portal. As a result, there was delay in placing the order
which in turn affected the deliveries which were made on 306 June. Some of the goods
and services ordered for the financial year under reference were invoiced on or after 30d
June 201 5 which was the closure of the financial year and could not therefore be settled
within the 2014/15 financial year, due to IFMIS.

2. Some of the payments which had been processed through the IFMIS did not go through
due to system error, which was only detected after the closure ofthe financial year. This
is because the platform which is administered by the National rreasury was disabled by
30s June 201 5 hence no transaction could be processed.

3. He continued that the Commission has since settled all the bills in question as indicated
in the attached list, and has ensured that most of the goods and services are procured
within the l'r, 2nd, and 3'd quarters to avoid last minute rush.

Committee Obscrvations and Findings

I' The explanation by the Accounting oflicer that thcre was delay in placing the order
occasioncd by the late uploading of the third quarter allocation on thc IFMIS
Portal, which in turn affected the deliveries which were made on 30'b June and some
of the goods and services ordered for the financial year under reference wcre
invoiced on or after 30rh June 20ls which was the closure of the financial year and
could not therefore be settlcd within the 2014/15 financial year, due to IFMIS
reconciliations was reasonable.

2. The matter stands resolved.

Committee Recom mendation

Accounting officers must always ensure that they ensure that all applicable accounting and
financial controls, systems, standards, laws and procedures are followed when procuring or
disposing of goods and services pursuant to the provisions of section 6g(2)€ of the public
Finance Management Act, 2012.

Reprt on th. E ahinanon ofth. Repo ol
Year ended 306 Ju". 20 I 5
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4T.0. NATIONAL GENDER AND EQUALITY COMMISSION

FINANCIAL STATEMENTS FOR VOTE 2I4

Mr.PaulKuria,theAg.CEoandtheAccountingOfficerappearedbeforethePAC
Committee of the llth Parliament on Tuesday, 29th November, 20l6acc6mpanied by Mr.

Nemwel Motanya-senior Assistant Accountant General, Ms' Gorettv osor-Principal

Programme officer, Mr. Mathew Musau-Procu rement officer, Ms. Sarah Baraza-Finance

Manager and Mr. Daniel watere-Communications officerto adduce evidence on the

audited Financial Statements of Vote 214 National National Gender and Equality

Commission for the FinancialYear 2014t2015. The Minutes of the Committee's Sittings on

evidence takcn are attached in this report.

487. Procurement

487.1 Medical Cover

Information available indicates that the Commission awarded an annual contract to offer medical

services at a tender sum of Kshs. 10, 760,000.00. However no reason has been given for failure to

award the same contract to the lowest evaluated bidder at Kshs.9,405,548.00. Consequently, the

payment of extra money amounting to Kshs.l, 354,452.00 contravenes Section 68(l) (b) of the

Public Finance Management Act, 2012.

Committee Observations and Findings

The Accounting officer informed the committee that the matter had been resolved with

concurrence from the Auditor General.

Committee recommendations

The Committee marked the matter as resolved.

487.2 Group Life Cover

Further, an insurance company was awarded an annual contract to offer group life cover to the

Commission at a tender sum of Kshs.797, 174.00. However, payment records availed confirmed

that another insurance company whose price was Kshs.1, 308,178.00 was paid for the services.

No justification was provided for this irregularity that occasioned Kshs.51l, 004 loss of public

funds.

f*port * r*, t-^,nouon olthe Re'frt oIth? aud orc e'alon the Ftnancnl \totc'nent'\
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488. Refurbishment and Partitioning Works

Included in the statement ol receipts and payments is an expenditure of Kshs.22, 4gg,gg5.90
under acquisition of assets as at 30 June 2015. According to information available, an amount of
Kshs.9, 750,626.25 was paid to various contractors in respect of refurbishment and partitioning
works undertaken at the commission's Headquarters, Nakuru and Kisumu offices.

However, it was observed that the contract works were undertaken without the production ofbill
of quantities, certifications and supervision fmm the Minisrry of Lands, Housing and Urban
Development. In the circumstance, it has not been possible to confirm that value for money was
obtained in the expenditure totaling Kshs.9, 750,626.25.

Submission by the Accounting Officer

The Accounting Officer informed the Committee
concurrence from the Auditor General.

Committee Observations and Findings

The Committee marked the matter was resolved.

that the matter had been resolved with

Submission by the Accounting Officer

The Commission procured competitively a private firm to undertake the bills of quantities and
supervision of the works. The list of bidders was obtained from the ppoA websitl (Registered
with Board Registration of Architecrs and euantity Surveyors - BoRAes). This was after
efforts to involve the Ministry of public Works bore no fruit.

Committee Observations and Findings

l. The Committee noted that the Commission did not demonstrate to the Auditor
General the effort to initially contact the Ministry of public works before resorting
to private entities, within two weeks,

2. The matter remains unrcsolved.

Com mift ee recommendations

Accounting officer should within (3) three months of adoption of this report provide a
justification why they used priyate entities

Repfl on the E aminahoh o/ th. Rep4 of the
Year ended 3dr June )0t 5
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Submission by the Accounting Officer

That the imprest warrants were out of stock at the govemment printer at the time. Imprest

management was then manual, but had since been automated. Only officers who were engaged in

back to back activities held more than one imprest. Currently, no officer at the Commission had

outstanding imPrest.

Committee Observations and Findings

l. The imprest warrants were out of stock at the government printer at the time'

Imprest management was then manual, but had since been automated. only officers

who were engaged in back to back activities held more than one irnprest. currently,

no officer at the Commission had outstanding imprest'

2. Members noted that imprest management

government but noted that the matter was

outstanding imprests.

3. The Committee marked the matter \das resolved.

widely mismanaged across

resolved as there were no
was

now

Committee recommendations

Accounting officers must ensure that they comply with the framework laid out for

management of inprests under Regulation 93 of the Public Finance Management (National

Government) Regulations' 2015.

490. Inaccuracies of Financial Statements

490.1 Accounts PaYable

The statement of financial position as at 30 June 2015 reflects financial year 2013114

comparative balances of Kshs.2, 546,040.00 against accounts payables (deposits), of which the

pr.riou, year's audited stalement reflects a nil balance. The net financial position of Kshs.15'

6g9,378 also differs with the same amount. The variances need to be reconciled.

fe'ar ended ltt June 2015

489. Irregular Issuance of Imprests

The commission made payments in form of imprests totaling Kshs.l3, 032,623'95 using

payment vouchers that were paid to various officers including the Commissioners to undertake

various activities across the country. No reason has been given for issue of imprest without

imprest warrants. In addition, twenty five (25) officers were issued with additional Imprests

totaling Kshs.l0 , 965,230.g5 before surrendering the amounts previously issued contrary to the

financial regulations in Place.



Committee Observations and Findings

l. The Accounting officer had submitted documents relating to Accounts payable
under paragraph 490.1 for review and had been verified by the Auditor Generall

Committee recommendations

The Committce marked the matter as resolved-

490.2 Statement of Cash Flows

The statement ofcash flows reflects erroneous barances brought forward from

2013/2014 as follows: -

Description Balancc as per

statement for

2013t2014

(Kshs.)

Balance as per

statement for

2014t2015

(IGhs.)

D ifference

(Kshs.)

l. Changes in

accounts payable

Nil 2,546, 040.00 2,546,040.00

2. Net Cash flows

from operating

activities

40,51 I ,000.00 I 80,98 r ,960.00 140,470,960.00

3. Net increase in

Cash and Cash

Equivalent

9,91 7,000.00 7,370,960.00 2,546,040.00

tuport oD th. Exanination o/ the R.pa oJ the
Y.or end"d 30' JDlc 20) s
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consequently, it has not been possible to confirm the accuracy ofthe balances in these financial

statements.

Submission bY Accounting Officer

This matter had been resolved as reconciliations had been done'

Committee Observations and Findings

491. Financial Statements Submission

Although the Government financial year ends at 30 June of every year, these financial statements

have been prepared for the period ending 30 September 2015. As per the project agreement

between the Commission, Partners and the Norwegian Ministry of Foreign Affairs, the financial

statement was to be prepared for the project's life of between August 2014 to September,20l5.

Committee Observations and Findings

l. The Accounting Officer had submitted documents relating to Financial Statements

Submissionunderparagraph4glforreviewandverificationbytheAuditor
General;

2, The matter remains unresolved.

492. Inaccuracy of the Financial Statements

Although the statement of financial assets and liabilities as at 30 September 2015 reflects nil

balance against cash and cash equivalents, the bank balance in the Project account was

Kshs. 10,425,54 I .45 and Kshs.4,473,080.00 on 30 September and I 0 December, 201 5

respectively. No explanation or reconciliation has been provided for inaccurate presentation of

cash and cash equivalent in the starement contrary to Section 48(l) of the National Gender and

Equality Commission Act,20l l.

R?prt on th? E onnatton ofth. Repoa of k. Auditohcen?ral on th' F nancial Stotenehls

Yrat.,,led td^ June 2015

Members noted that had he Accounting Officer submitted this information promptly' this

matter would not have been an audit query.

DONOR FUNDED PROJECTS

NATIONAL GENDER AND EQUALITY COMMISSION - NORWEGIAN FUND

PROJECT



Committee Observations and Findings

I' The Accounting Officer had submitted documents relating to Financial Statements
submission under paragraph 491 for review and verification by the Auditor
General;

2. The matter remains unresolved.

Committee Observations and Findings

l. Thc Accounting officer had submitted documents relating to Financial statements
submission under paragraph 491 for review and verification by the Auditor General;

2. The matter remains unresolved.

494. Bank Balances

The Fund Project Management did not prepare monthly bank reconciliation stalements for the
project period and hence it was not possible to ascertain whether all bank transactions and bank
balances during the period under audit were fairly stated.

Submission by the Accounting Officer

The committee was informed that Paragraphs 491-494 concemed donor funded projects rvhose
accounting was based on contractual obligations entered into between the donors and the
government. The Comminee gave the auditors rwo weeks to examine the now availed responses
and report back to the Committee.

Comm ittee Observations and Findings

l. The Accounting Officer had submitted documents relating to Financial Statements
Submission under paragraph 491 for review and verification by the Auditor
General;

2. The matter remains unresolved.

Rep.t on th. Eramination ofth. R?prt ol
Yeat endtd 3f Ja. 20 t 5
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493. Inaccuracy between the General Ledger and Statements of Receipts and Expenditure

Examination of general ledger and statement of receipts and expenditure as at 30 September
2015, reflects account balances difference of Kshs.5,608,g51.00 and Kshs.1,125,200.00 against
community strategy (Advocacy) and Strategy / Lobby meetings respectively. No explanation has
been given for differences between the two (2) sets of records.



42.0. TRUTH, JUSTICE AND RECONCILIATION COMMISSION

Mr. Njee Muturi, CBS, the Solicitor General appeared before the committee accompanied

by Ms. Bernice Gachegu; Registrar General, Mr' F'G'K' Masha; Ag' Director'

Governance, Justice, Law & Order sector, Ms. Eunice sawe; Public Trustee, Ms. Leah

Kimemia; Principal Accountant, Mr' Jacob Munge; Chief Finance Officer, Mr' Diaz

Muasya;ChiefAccountant,Mr.T.N.Miiri;SeniorAccountant,Mr.RichardMiginjo;
Senior Finance Officer, Mr. J.M. Kieni; Supply Chain Manager' Mr' Evans Ombiro;

Accounts Assistant on 6th April, 2017 to adduce evidence on the audited Financial

statements Truth, Justice and Reconciliation commission for the Financial Year

201412015. The Minutes of the committee's sittings on evidence taken are attached to this

report.

Basis for Disclaimer of OPinion

218. Accuracy and Completeness of the Financial Statements

The statement of financial position of the Truth, Justice and Reconciliation Commission (TJRC)

lacked opening balances. Further, the statement of management responsibilities was not signed

by the officials as required. The whole financial statements were not dated and the necessary

supporting documents and schedules including cash books and govemment ledgers, were not

provided for audit review.

In addition, although notes to the financial statements were provided, they were poorly numbered

and ananged such that it was not easy to follow the financial statements. The financial

statements also lacked numbered pages and headings. The cash and cash equivalents' balance

brought forward of Kshs.42, 327 ,256.00 differs with the 7012/2013 closing balance of Kshs 4l ,

388,3 16.00. There is a variance of Kshs.938, 940. In the statement of cash flows, cash and cash

equivalents balance at the end of the year is posted as Kshs.28,601,894.00, which differs from

the statement of financial position's cash and cash equivalents balance of Kshs.l72,236'00,

resulting in a variance of Kshs.28,429,658.

ln the circumstance, the accuracy and completeness of the financial statements could not be

ascertained.

Submission by the Accounting Officer

The Auditor General confirmed that this matter had been resolved as the Accounting Officer had

done requisite reconciliations.

Report on th. F-,oninahon olhe RePo ofthe Auditor-Ceneru| on th? Fnoncnl Sbtenenls

Year ended ld' June )015



Committee observations and fi ndings

l. The Management tabled documents to support its submission that the matter
relating to accuracy and completeness of the financial statements under
paragraph 218 had been resolved by Management through reconciliation of
figures to the satisfaction of the Auditor General.

2. The matter was marked as resolved.

3. The Committee noted that had the Accounting officer acted in time as per the
constitutional timelines on audit, this matter would not have been an audit
query.

Committee Recommendations

l. Accounting Officers must at all times ensure that reconciliations arc done in time
and the complete linancial statemcnts submitted to thc Auditor General within
three months after close of the Financial year as provided for in Article 22g (4)(h)
of the constitution and section 8l (4)(a) of the public Finance Management Act
2012.

219. Un-Surrendered Im prests

The statement of financial performance under use of goods and services reflects an expenditure
of Kshs.26, 273,845.00 which includes an imprest of Kshs.2, I13,920.00 which was nor
surrendered or accounted for.

Consequently, the recoverability of the outstanding imprest is doubtful.

There is no income reflected in the statement of financial performance, yet, there is an
expenditure amount of Kshs.4l, 216,887.00.

Submission by the Accounting Officer

The amount of Kshs. 2,113,920.00 was a combination of the following;

Payee Invoice No Amount (Ksh.)

Noel Creative Media N213000139 593,920.00

Noel Creative Media (part payment) N221300140 620,000.00

George Kayesi Imprest 900 000.00

ll'o ta I 2J13J2U00

Repo on the E\amination
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The accounting officer responded by noting that the total amount paid to Noel Creative Media

was duly supported by the two invoices while the imprest was standing imprest for office use

which we were unable to get the suppofting documents and the officer was not available.

Committee Observations and Findings

An officer, one Mr. George Kayesi, had been cleared out of employment without him

clearing his imprest in full contrary to the provisions of regulation 93 of the Public Finance

Management (National Government) Regulations.

Committee Recommendation

The Accounting of{icer should trace Mr, George Kayesi and recover the amount owed in

outstanding imprest, failure to which the officers who cleared should be surcharged

pursuant to the provisions of Article 226(5) of the Constitution and section 202(1)(b) of the

Public Finance Management Act, 2012.

on the Eraninalion
3dr Jurle 20 I 5

ol the Repo of the Audilor-General on the Financial Surkmenls for the Nalional Govemnent for lhe
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220. Prior Year Adjustment

A prior year adjustment in the statement of financial position of Kshs.l0, 679,215.00 has not

been explained. As a result, the accuracy and validity of the prior year adjustment could not be

confirmed.

Submission by the Accounting Officer

The auditors confirmed that this matter had been resolved as the Accounting Officer had done

reconciliations.

Committee Observations and Findings

The committee noted that had the Accounting officer acted in time as per the

Constitutional timelines on audit, this matter would not have been an audit query'

Committee Recommendations

l The Committee recommends that the Accounting Officer should institute measures

to ensure that the Agency always acts promptly on the Auditor General's

management letters to forestall audit queries.

2. Accounting Officers must at all times ensure that reconciliations are done in time

and the complete financial statements submitted to the Auditor General within

three months after close of the Financial Year as provided for in Article 229 (4\(h)

of the constitution and section 8l (4)(a) of the Public Finance Management Act

2012.



43.0. INDEPENDENT POLICING OVERSIGHT AUTHORITY (rpOA)

Unqualified Opinion

There were no material issues noted during the audit ofthe financial statemenls.

Date: I3th November, 2018

HON. JAMES OPIYO WANDAYI, MP

CHAIRPERSON

PUBLIC ACCOUNTS COMMITTEE

Report on the Ennination ofthe Rep of the Auditor-General on the Finatlciat Statemenlt lor the Notional Govemment lot the
Yeat ended 3d' June 2015
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