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. Foreword by the Auditor-General

In my capacity as the Auditor-General of Kenya, | am pleased to <ubmit to you a performance audit report on the
management of the Older Persons Cash Transfer programme by the Department of Social Development under the
Ministry of East African Community, Labour and Social Protection. My Office carried out the auditin line with the
public Audit Act, 2015. Section 36 of the Act mandates me to assess the economy, efficiency and effectiveness with
which public money has been expended, pursuant to Article 229 of the Constitution. .

performance Audits together with Financial and Continuous Audits formthe three-pillar auditassurance framework
that | have established to give focusto the varied and wide scope of audit work done by iy Office. The framework
is intended to give assurance to stakeholders that public resources are not only correctly disbursed, recorded
and accounted for but that they also have a positive impact on the lives of all Kenyans. The averriding goal of our
performance audits is to promote detivery of public services of outstanding quality to Kenyans

The report is tabled in Parliament in accordance with Article 229 (7) of the Constitution. | have remitted copies
of the report to the Ministry of East African Community, Labour and Social protection. | wish to express my
appreciation for the cooperation and assistance accorded to the audit team by the staff of the Department of
Social Development.

(00

FCPA Edward R.O Ouko, CBS

AUDITOR-GENERAL

10 January 2018
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payments to OPCT beneficiaries

8.

a)

b)

d)

The payment amount for each OPCT beneficiary
had been set at Kshs 2,000.00 per month.
Payments were made after every two months
through a payment service provider. The audit
noted the following:

Increasing uncollected amounts by the
beneficiaries: Analysis of the OPCT nationwide
payments reports, revealed that the rate
of unpaid beneficiaries/amounts had been
relatively increasing as more beneficiaries are
enrolled to the program. This was due to failure
to detect beneficiaries’ finger prints, mis-
routed cards, having deceased beneficiaries in
the payroll and long distance to the pay point
among other causes. within 14 days of the
close of the pay period the payment service
provider is expected to submit a reconciliation
report and refunds for unpaid funds to the
Ministry’s designated account. An amount of
Kshs 1,179,382 for the months of January to
August 2015 was putina designated account
held by the payment service provider

Commission on unpaid beneficiaries: The
commission per transaction disbursement
to the Payment Service provider (PSP) is
5%. Between January and August 2015 the
Ministry paid a total of Kshs 23,587,640.00 for
transactions on unpaid amounts for a total of
101,335 OPCT beneficiaries. When a beneficiary
misses payment and the funds are rolled over
to the next payment cycle, the PSP gets double
commission when the arrears are paid. This
means that the Ministry’s transaction cost
increases thus increasing the cost of the cash
transfer service delivery.

Overpaid bank commissions: Analysis of the 2%
commission paid to the PSP showed at times
the PSP is overpaid. For instance in the January
to April 2015 payment cycle, the PSP received
Kshs. 31,117,290 as commission instead of Kshs.
25,685,280 representing an overpayment of
commission by Kshs. 5,432,010.

Delays in payments to beneficiaries: OPCT
payments are made to beneficiaries on a

~ bimonthly basis beginning the first week in the

months of September, November, January,
March, May and the last week of Junein each
financial year. The audit analysed 21 opPCT
payment cycles between September 2012 and
January 2016 and found that cash transfers

were made arter

1 = o st e
the expected vimelings

| had delays of

the National Treasury and delay i transter o
payments to the beneficiaries by the payment
service provider as indicated in the following
paragraphs;

i) Late requisition of funds by the Ministry
of Labour Social Security and Services.
During the audit, OPCT disbursement data
for only one financial year 2014/15 was
analysed. It was noted that 50% of the
disbursement requests by the Ministry
were done long after the planned payment
dates had elapsed with delays of between
27 and 90 days. This ultimately resulted
to overall delays in the cash transfers to
beneficiaries.

ii) Late disbursement of funds by the
exchequer at the National Treasury to
the Social Protection Headquarters.
The Programme’s Operational Manual
provides an approximate period of ten
days for the transfer of funds from the
National Treasury to the Social Protection
unit at the MOLSSS after requisition of
cash transfer funds. Out of the six payment
cycles analysed for the 2014/15 financial
year, requisitions for 83% were processed
and disbursed by National Treasury days
Jfter the designated time period. The
delay periods were found to be between
two and thirty days and were attributed
to delays in processing and disbursement
of the OPCT funds at the National Treasury
due to inadequate financial resources at
the exchequer as and when requested.

iii) Delay in processing of disbursements
to the payment service provider by the
Ministry. As stated in the PSP agency
agreement, the Ministry should remit the
oPCT funds and payrolls to the payment
service Provider (PSP) at least seven days
before the commencement ofthe payment
period. Examination of payment vouchers
and funds transfer records maintained
by the Department Social Development
for the year 2014/15 revealed a delay of
petween one and twenty six days in the
processing of disbursements to the PSP.
It took a period of between five and thirty
days after receipt of funds from National
Treasury to make the transfers of funds to
the PSP accounts yet it should only take 4
days according to the programme manual.

“yigiance of dand benaficiaries in the nayvoll




b)

d)

delay in the updating detajls of
dead beneﬁciaries in the OPCT’s MIS were 35
follows:

coordinators -
is done to identify the €3ps that are in the

already
died and the caregiver did ngt report continyed
to pick payments.
Late Submissions of the payrol| by the
headquarters to County/Sub-county
Coordinators for verification feft ng room
for counterchecking or updating,

beneﬁcfary who died was still in the payrol

Pre-payroll checks for the current cycle have
been completed,

inthe MIS,

Non-timeiyaction by the department. When the
County/Sub-county Coordinator submits thejr
lists to the headquarters on those who should
be exited from the program as 3 result of death,
non-timely action js taken by the department
in that people who died in 2012 - 2014 were
appearing in the payroll of July/August 2015,

Roll over of OPCT beneﬁciaries arrears

10.

The Ministry’s cash transfer Manual states
that opcr Payments that were not collected
during a Payment ransfor window will ol
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Ministry diq not notify the psp on

when PCK was the payment Service provider.
Hence the Program might have lost money
in terms of unpaid arrears. Kcp as PSP had 3
timelier ang

the next cycle.

minimum

service leye| agreement not adhereq to

.

b)

Data generated from different KCB branches,
sub - county offices and interviews conducted
with sampled beneficiaries revealed that at
times the beneficiaries €Xperienced varioys
challenges before and during  the payment
service delivery which breached the minimum
Service Jayel agreement. The
ranged from travelling of long distances to
various pay points, faulty Payment cards, ang
unloaded Payment cards during payments and
misrouting of beneficiaries’ cards to wrong pay
points. The audit found that the Ministry was
breaches on the

Beneficiaries travel inordinate long distances
to PSP pay points: The service leve agreement
imposed 3 Penalty of Kshs. 500 per cycle

for each beneﬁcnary who trave(s beyond the
designated 6 Kk distance. The

Pay - point cash non availability: The audit
found that, at times the Payment agents
drrangements were unreliable n making the
cash transfer Payments since they did not have
adequate cash.

Delay in replacement of biometric cards: The
Service Level Agreement between the Ministry
and KCB limited (it’s PSP) states the duration of
card replacement from the date of noufcation

tothe bhang; 07 lost or fauliy carery o, T2 tme he
Card o S deliver s, ey Py
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Ministry’s operational manual

d)

f)

to be delivered. The Judit found that 12,560
biometric cards were reprinted countrywide
cince the first payment by KCB in May 2015. A
further 4,046 cards were printed and delivered
to the beneficiaries within 30 days by February 4
5016. Of these cards 5,727 took at least 40 days
to be printed and delivered to the beneficiaries.

Enrolled beneficiaries were not issued with
biometric payment cards: The audit found
that as at December 2015, @ total of 26,511
beneficiaries had not been issued with the
biometric cards though they were enrolled
in April 2015. Analysis of OPCT payrolls in the
eleven sampled PSP branches established that
a total of 2,444 beneficiaries did not possess
cards and therefore could not access their cash

transfers.

Faulty Payment Cards due to finger prints:
The audit found that some beneficiaries were
issued with faulty cards at the registration stage
resulting to them not being able to access their
cash transfers.

Uncarded beneficiaries: By December 2015, the
psp had not yet issued biometric cards to 26,511

_beneficiaries. By then the PSP had paid a total of

three cycles amounting to KShs 16,000.00 per
beneficiary and these unpaid amounts had not
been returned back to the exchequer even after
their reconciliation. Therefore, an approximate
amount of Kshs 424,176,000.00 had not been
collected by these beneficiaries. This posed
the risk of loss of the program funds in event
that the uncollected cards are used to enroll
underserving beneficiaries into the program.

did not include

provisions legislated by Parliament

12,

In 25 January 2013 parliament enacted the
Social Assistance Act 2013 that established an
Authority to be known as the National Social
Assistance Authority. The functions of the
Authority as stated in the January 2013 Act
included toidentifyand provide socialassistance
to persons in need of social assistance; advise
the Minister responsible for matters relating to
social development on the national policy to
be adopted with regard to provision of social
assistance ;formulate and enforce standards for
the conduct of social assistance programimes
develop, maintain and operate a national social
assistance information management system
and develop guidelines for implementation and
of social assistanca

monitoring and evaluation

i,)‘\'L'zi’,i“}ii':i?‘w,?"w among OTINErS

Circular No. 2 of 2013. In june 2013,
developed a cash transfer operations manual
designed to help manage the cash transfer
programs on older persons, persons with severe
disability and urbanfood subsidy effectively. The
Ministry’s cash transfer manual did not include
the functions of the Authority in the OPCT’s
operational activities. The National Social
Assistance Authority has not been established.

\:(EV\II oy

Conclusions ’
14. The programme has indeed made some
remarkable achievements such as improved

15.

16.

household food security, access to basic health
care, increased self-esteem and dignityfor the
beneficiaries and stimulation to establishment
of small scale income generating initiatives. The
Ministry can manage the OPCT programme in
a more effective way to ensure that it meets
its intended objective of providing regular and
predictable cash transfers that contribute to
poverty reduction in households containing
older people

As at 2016, the OPCT programme was operating
in all constituencies; however, due to funding
constraints coverage was not universal hence
not all deserving people are enrolled in the
program. Unpaid funds of almost Kshs 0.3 billion
every two months were kept at a designated
account by the PSP which is an opportunity loss
of cash transfer benefits to almost 60,000 extra
older persons.

The OPCT beneficiary households face a
Aumber service delivery challenges. These
challenges have a negative effect on the quality
and effectiveness of the OPCT Program. The
program elements are not being implemented
in a timely manner and service delivery to the
OPCT beneficiaries was not adequate. The
irregular and unpredictable payments is a
major problem that affected performance of
the OPCT program. Delayed payments have a
negative impact on the wellbeing and livelihood
strategies of beneficiaries, threatening their
achievements, undermining safety
net functions and, in some Cases, worsening

social

the economic security of these households.
Breaches to the beneficiaries by the payment
service provider were never compensated and
beneficiaries continued to travel inordinately
distances to pay faulty
biometric payment cards experienced delays in

long points, had

i'{-zg/;lacetuer‘.?: of cards. These challer 5 could
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Recommendations

17.

18.

19.

20.

Labour, ang Social Protection:

To ensure that targeting angd enrolment js
conducted in 3 more effective Manner:

) Ensure that stipulated targeting period js
adhered to and vast counties and counties

are allocated sufficient resources

i) Ensure that replacement of beneficiaries s
done as perlaid down procedures

i) Put in place additiona] controls aimed at
avoiding enrollment of persons outside
the target group

To improve Payments service delivery to OoPCT
beneficiaries:

i) Carry out a review of the payment process

Payments on time

ii) tmprove the  process for notifying
beneficiaries On payment dates or of
delays in order to enable them plan and
minimize potentia| nNegative effects and tq
minimize the Costs associated with unpaid
beneficiaries

iii) Enforce the stringent timelines that are

ensure that unpaid funds are 3| accounted
for

V) Putin place controls to ensure funds are
requested on time to allow for timely
payments to beneficiaries

Vi) Have regular reconciliations tq avoid
overpayment of <ommissions

To improve timeliness ang accuracy of Mis
update:

i) Carry out adequate and regular foliow up
on beneficiaries’ eligibility statys to the
brogram, reasons for non-collection of
Payments etc.

i) Have j more effective way of getting
information and updates of beneficiaries’
statusfissyes that wil] mform the MIS and
Other key Program decigion making

oty Ot SRS [
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21.

22,

deaths in thejr location in order to minimis
delay in update of dead beneficiaries,

To improve efficiencies in service delivery b
the Payment Service Provider-

i) Develop speciaf service delivery charter
for the Payment service provider detaih’ng
standards ang timelines for delivery of
cash transfer activities and processes

ii) Establish mechanisms

iii) Monitorandenforce breachesonminimum
service delivery dgency agreement with
KCB for all the already paid cycles

iv) Address delays in provision of services by
the Psp,

county levels,

Vi) Ensure that the PSP at the County Jeve|
liaises closely with the opcT County
coordinator to help in mobilizing the
beneficiaries when the cards are ready for
collection at the Pay point and reduce the
Unnecessary delays.

To have a more effective implementation of
the OPCT Programme:

i) Emphasize on a continuous e€ngagement
between County/Sub—County levels and
locational levels o identify changes
required

i) Conduct in-depth investigations on unpaid
arrears due tq insufficient Update of
payrolls to ascertain amounts involved
and its whereabouts

iii) Compensate beneficiaries as
based on breaches
unpaid arrears

required
of payments and



1.0 BACKGROUND TO THE AUDIT

Introduction

1.1

1.2

This report contains findings and other relevant
details of a performance Judit conducted by the
Office of the Auditor- General on the Management
of Older Persons Cash Transfer (OPCT) program in
Kenya. The audit was carried out as provided for
under Section 36 of the public Audit Act 2015 and
Article 229 of the Constitution. The OPCT program
is implemented by the Department of Social
Development under the Ministry of East African
Community, Labour, and Social Protection.

As stated in the national policy for older and aging
person’s majority of older people in Kenya have not
worked in the formal sector and therefore have no
access to contributory pension schemes. The OPCT
programwas launched in 2007/2008 on a pilot basis
in three districts of Thika, Nyando and Busia with
an allocation of Kshs 2.4 Million and targeted 300
beneficiaries. The OPCT was launched with the aim
of contributing to poverty reduction in households
containing older people through provision of regular
and predictable cash transfers. By 2015/2016 OPCT
program was covering all the 47 counties and had
310,000 beneficiaries and an allocation of Kshs. 7.3
billion. The OPCT program targets persons of age
65 years or more who are poor, vulnerable and not
beneficiaries of any other cash transfer program.

Motivation

1.3 The Auditor-General authorized the audit after

having considered the following factors:

a) Parliamentary discussions  as raised in
the Hansard reports indicated numerous
concemsonthestatusofimpiementationof
the OPCT program. The concerns included
lack of adequate information to interested
stakeholders on budgetary allocations per
county, mode and verification mechanism
for disbursements, accessibility of funds
and beneficiaries disbursement data

h) There were public concerns in the media
that not all deserving citizens knew about
the program, people outside the target
group were benefiting fram the program

and money was being paid to the wrong

o

nersons. 'noadditicn, L0 cash transf

o the
‘%"Dz't\,(_iict,a?»“ . and  unccordinated

viher o cash rgier Drogra
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The Government has progressively
increased financial resources for the
expansion of the program from Kshs.1.5
billion in 2012/2013, Kshs. 2.5 billion in
2013/2014, Kshs. 5 billion in 2014/2015
and Kshs. 7.3 billion in 2015/2016. 1t was
therefore prudentthata performanceaudit
be carried out to obtain recommendations
that will strengthen operational systems
while expanding the coverage of the OPCT
program in the country.



Chapter »

2.0 Design of the Audit

Objective of the audit

audit assessed whether the program elements are
implemented in a timely manner and how services
are delivered to the OPCT beneficiaries.

County: Kiamby and Nyeri counties were selected
and Kilifi County: Makueni, Kwale and Mombasa
counties were selected,

Limitation of Scope

2.3 Ministry of Labour, Social Securities ang Services
did not avail Some requested data and documents,
Documents availed includeq requisition
letters from the Ministry, exchequer payments,
disbursement of funds to the payment service
Provider (PSp) ang Payment dates tq beneﬁciaries,
payrollsandaccuratedata ondeceasedbeneﬁciaries.
The audit was limited due to Unavailability of those

Methods Used to Gather Audit evidence

2.4 The audit Wwas carried out in accordance with
Performance Auditing Guidelines ot by the
nternational Organization of Supreme  Audit
Institutions (!NT()SAJ) and audit policies establishec|
By the Office of the Auditor - General Tha stndehnes
and policos fuiny IR requir e Lo O onation,

i i
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Sources of Assessment Criterig .

2.5 The criteria used were drawn from MOLSSS Cash
Transfer Operations Manual ang the MOLSsss)
Payment Service Provider Agency Agreement, the
Social Assistance Act2013and the Molsss Strategic
Plan of 2013-2017. The SPedific criteria are cited in
the ﬁndings of the audit in Chapter 4 of this report,
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Executive SUmmary

BACKGROUND To THE AUDIT

s

by the Department of Social
Development under the Ministry of East African
Community, Labour, and Social Protection.
The Ministry has four national socijal safety
net programmes aimed at supporting overal
poverty reduction of identified vulnerable

Majority of older Persgns in Kenya have
worked throughout thejr lives and contributed
through direct and indirect taxation but have
No pension after retirement to Compensate
for loss of €arnings.The Older Persons Cash
Transfer (oPCT) pProgramme was launched in

Kshs 2.4 million ang targeted 300 beneficiaries,
By 2015/2016, the programme had over 310,000
beneficiaries inall the constituencies in the forty

generational poverty by providing younger
household members with the opportunity {o
g0 to school or go to work through regular and
predictable cash transfers,

Objectives and Scope of the Audit

4.

The opcT Programme has four main elements,
start-up  and mobilization, ltargeting  ang
enrolment, Payment and change Management.

The audit aimed Lo determine whether the
Department  of Social Levelopmen: has
Managad tha opej PIORFamine offic, g,
SPacificall o L P ERIAPI

O T A I N Pooarad
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Assessment Criteria .

5.

The assessment Criteria for the audit were
drawn  from the Programme’s  operations
Manual and the agency service agreement,
the Social Assistance Act 2013 and the MolLsss
Strategic Plan of 2013-2017,

Summary of audit findings

The OPCT Programme has expanded progressively

6.

The audit found that the Government has
progressively expanded the OpcT programme.
The number of beneficiaries was 164,000 in
2013/2014, 210,000 in 2014/2015 and 310,000 in

Targeting and Enrolment

7.

a)

b)

Targeting s the process of identifying
potential beneficiaries to be included in the
Programme. After the targeting the County
Social Development Officer sUmmarizes the
outcome of the validation and sends it to the
headquarters for enrolment into the program
and the validated list is added to the payroll.
The audit noted the following:

Delay in targeting ang enrolment of
beneficiaries. The fast opct targeting
Programme started in September 2015 yet as
at January 2016 the targeting results from the
Ministry was not Yetreleased to the counties
Yetit should have taken g4 days.

The primary eligibility criteria for enrolling an
OPCT household is that the household should
be extremely poor and have a member over
65 years of age. A beneficiary exited from
the programme through three consecutive
missed payments, death or annual verification
activities should pe replaced by angther in the
awaiting list after verification by the DSDO
that they are ehigible. Ouring field visits to the
beneﬁciaries, the audit found that there were
dependents that were automalically enrolled
upon death of 5 beneﬁc'iar\/.

Targeting ang enrollment of persons outside

N
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2.0 Description of the Audit Area

Legal Framework of the OPCT program

3.1 The Government of Kenya has made commitments
to address issues of the elderly through various
legal frameworks to ensure social protection. These
include:

Kenya’s constitution. Kenya'’s constitution provides
for the rights of older persons to fully participate
in the affairs of society, live in dignity and respect,
be free from abuse and receive reasonable care and
assistance from their family and the State. Article
57 requires the Government to take measures
to ensure that older persons fully participate in
the affairs of the society, pursue their personal
development, live in dignity and respect, be free
from abuse and receive reasonable care and
assistance from their family and the State. Article
21 requires all state organs and public officers to
address the needs of vulnerable groups within
the society, including women, older members,
and persons with disabilities, children, and youth,
members of minority or marginalized communities,
and members of particular ethnic, religious OF
cultural communities. Article 43 mandates the
Government to provide social security to every
person and appropriate cocial security to persons
who are unable to support themselves and their
dependents.

Figure 1: Organizational structure of the OPCT Programme

Department of Social

Development

‘ County Coordinator DSD ‘

Ministry of Labour Social
Security Services

b) Kenya’s Social Assistance Act 24 of 2013. Articie 43
(1) (e) of the Constitution established a National
Social Assistance Authority to provide for the
rendering of social assistance to persons in need
and for connected purposes. Article 21 of the Social
Assistance Act states that “A person qualifies for
social assistance as an elderly person if the person
has attained the age of 65 and has been neglected
or abandoned without any ascertainable means of
support; or lives or begs on the street for a living.”

Kenya’s National Social Protection policy.The policy
among otherissues emphasizeson social protection
in old age through either non-contributory benefits
focused on reducing poverty and vulnerability, or
contributory benefits aimed at maintaining the
income of individuals. The purpose of tne social
safety net programs is to support overall poverty
reduction to improve the welfare and resilience of
beneficiaries in identified vulnerable populations.

Organisational Framework

3.2 TheOlder Persons Cash Transfer (OPCT) Programme
is one of the three cash transfer programs under
the National Safety Program that contributes to the
wider Kenyan national social protection framework.
The OPCT Program is under the Ministry of East
African Community, Labour and Social protection.

The OPCT’s organizational structure as at June 2016 s as
shownin Figure 1.

Payment Service ‘
provider

DSD Office Committee

| amaficiary Welfare




The core functions of the Ministry of Labour,
Social Services and Security

Roles and responsibilities of key actors

3.4 Roles and responsibilities of key actors involved in
the OpCT Program as stated in the Ministry’s june
2013 cash transfer manual are:

a) Social Protection Secretariat: helps the
government by providing support and
management of all the National socia|

net programs and ensures that

National Social Protection policy

is incorporated by the programs and

Program, NSNP, Managing a Single Registry
for the National Safety Net Program, and
Overseeing the geographic expansion of
the five Programmes which make up the
National Safety Net Programme,

b) Ministry of Labor, Socia] Security and
Services: g responsible  for overall
coordination, operation and financing of
the programs which are managed by the
Programme for Social protection Their

implementation that
involves ensuring administrative levels
are equipped with adequate resources,
monitor implementation of programme
guidelines among others.

¢) Department of Social Development: |
responsible for the Mmanagement of the
OPCT cash transfer Program.

d) County Coordinator Social Development:
This office is responsible T’oroverseeing the
program at county level.

e) District Social Development Office
(’DSDO): Isresponsibl (or mplemeniaton
!
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committee: Are district based committee:
which Comprise of |ocal leaders anc
members of the community, Their function
is to support the DSDO with identification
of the beneficiaries and monitoring.

d) Social Protection (5P) Committee: They
Operate at the sub-county leves and is
Comprised of locg| members of -multiple
ministries.

Coordinate and synchronize programmes
among others.
h) Location Committees (LoQ) Their

key functions involve gathering  the
CoOmmunities for Mmeetings and identifying
beneficiaries during

to be voted in by the community. They are
disbanded once targeting is complete.

i) Ex- officials: Are Comprised of loca| leaders
€.8. Chiefs, assistant Chiefs, village elders
who assist in Communication of payment
dates to the beneficiaries
mobilizing the community for meetings.

j) Beneﬁciary Welfare Committee: | a
group that Comprises

in mobilization during payments,

k) Payment Service Provider: |t is an
institution contracted by  moLsss
responsible for distributing the cash
transfers to the beneficiaries.

OPCT Programme Objectives

3:5 The objective of OPCT program s to contribute
to poverty reduction in households containing
older people through the provision of regular and
predictable cash transfer sg a5 -

° To cushion peaple
households from income—threatening risks
such as sickness, poor health, and injuries.

* To break inter—generationai poverty by
providing younger household members
with the Opportunity to go to school or go
to work.

Procass Description of the OPCT programme
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take place when the programme s starting
in a new operational' area. lhey are
also applied in the event of a large-scale
targeting initiative or if it has been more
than two years since a targeting exercise
has occurred. Key activities include the
establishment and training of the various
committees by the County and Sub-
County coordinators which support the
implementation of the programme at
county, sub-county and location level and
mobilization and awareness-raising of the
community.

Targeting: Targeting is the process of
identifying potential beneficiaries to be
included in the program. Since there are
many households in need of assistance
and limited funds, the smooth and fair
operation of the targeting process is
important. Targeting of beneficiaries for
the programme involves the following
three primary steps:

The selection of locations through
geographica\ targeting: Geographical
targeting is defined by annual expansion
plans developed at the national level
and based on estimates of poverty and
vulnerability calculated from the most
recent census and Kenya Integrated
Households Budgetary Survey (KIHBS)
data. Annual Geographical Expansion
Plans (GEP) determines which additional
locations will be brought into the program
and the number of new pbeneficiaries
each location will receive. The number of
additional beneficiaries to be added to the
program is based on increases in program
funding and the size of the cash transfer.
The number of planned peneficiaries by
location is indicated in the expansion plan
based on an analysis of vulnerability and
poverty criteria. The County Coordinator
and DSDO are informed by the Program
for Social Protection headquarters when
locations in their County or sub-County
have been selected for inclusion in the
programoran expansionin the beneficiary
number.

The selection and  verification of
ldentifies  the
eligible for the program withinageographic

households: household
area. Since coverage is not universal, the

program seeks to target the poorest and

% (N s ~e | N
ost vulnerable hou
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according to the poverty Score Card and
has a member over 65 years of age. The
poverty Score Card: determines which
of the eligible households’ best fit the
program definition of ‘extremely poor and
vulnerable. The Poverty Score Card assigns
each registered household a poverty and
vulnerability score based on their answers
to a series of questions. The households
with the highest scores are considered
the most poor and vulnerable and thus
most eligible for the program- The Poverty
Score Card analysis categorizes assessed
households into three groups: ‘Not Poor’,
‘poor’ and ‘Extremely poor’. Only those
households with a score falling into the
extremely poor category are eligible for
the program.

Secondary criteria: A Beneficiary must be
a Kenyan citizen with a national 1D at the
time of enrolment and must have resided
in a location for more than a year. In
addition the household should be earning
less than Kshs 2,000.00 (foranurban area)
or less than Kshs 1,500.00 (fora rural area).
The Household should also not be enrolled
in any other cash transfer program nor
receiving a regular pension.

Thecommunityva\idationofthehousehold
selected: once the ranking has been done
by the MIS at the headquarters the report
is sent to the District Social Development
Officer who informs the community that
the beneficiaries have been selected and
instructs them to call a validation baraza.
The names of households selected are
called out in the baraza for validation by
members of the community.
Enrolment: The District Social Development
Officer summarizes the outcome of
validation and sends it to the headquarters
for enrolment into the programme and the
validated list is added to the payroll.

pPayment: The OPCT payment process is
explained in Figure 2.



Figure 2: or anizational Structure OPCT Payment Process

1{1. Department of Social Development ;'
HQ finalizes Payrolls in MIS base on
payroll checks ang
register of beneﬁciary Management
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i 4. Department of Social Development

HQ sends funds and payroll documents ;
in excel file to PSP HQ. §

. .
j 5. PSP HQ distribytes fu
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wranes:

i payroll to beneﬁciaries electronj-

nds to )
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f“' 3. Treasury transfers request-g
i ed amount to Department of
Social Development HQ A/C.

Communicates {
) j Payment period to BWCs and
i Ex-officials.

= j

" i

cally
. s mnssre
§ 7- BWCs and Ex-officials communicate | i 8. Payment period o
to beneficiaries the payment dates. days.
J { Payments
i possible).

(DSDO iy

o,

pen for 1
supervise
for » days where

9. Beneficiary o registeredj
caregiver presents national (D
and biometric card to collect
Payment.

#
i

.
i
i

10. Payment collector puts finger on
POS machine and given the money
reflected and 5 receipt as proof of |
collection,

e s s o s ®

4 i 1. The payments are updated in
/| real time at the psp HQ.

B 112, psp HQ carries oyt reconciii-y}
? 1 ation from g branches and i
updates the electronic fife.

3. PSP HQ sends payment reconciliation report
and uncollecte funds to the Department of
Social Development HQ.

Source: OpcT Programme Manual

When 3 beneﬁciary
the registereq caregiver (if a member
of the househoid) is entitled to SiX months
of transfers (Kshs. 12,000.00). Thijs amount
is collected over three Payment cycles. |n
instances where 3 beneﬁciary has been unable
to collect 3 Previous period's Payment | and
he/she passes away, the householq member
coiiecting the benevolence Payment | will alsq
collect the fy amount owed to the beneﬁciary,
€.8 Kshs 12,000 ang the uncollected amount,

Missed Payments: A Payment that has not been
collected during a Payment transfer window
willroll over tq the next Payment cycle, enabling
the payment collector to collect g Cumulative
amount, Beneficiaries should be made aware
of this, so that they know what payment to
expect each cycle. However, if 5 payment s
not collected for three consecutive payment
periods, the beneficiaries will be exijted from
the programme.

e) Change Management: i divided intg two parts

i.e. when g i.)(’fnei‘iciary should be exited from
replacemeons

the program and how 4 can be

Foume.

Ifthe beneﬁciary movesout of the program
location

If the beneﬁciary does not collect thejr
cash for three consecutjve payments

If the beneﬁciary is found to have provided
false information

If the beneﬁciary willingly withdraws from
the program

from a regular income).

Replacement. Is the
a new beneﬁciary into the pProgramme
once an existing beneﬁciary has existed
and is done an On-going basis to ensure
that  the programme continues o
reach the fyy quota of beneficiaries per
constituency. | there is another person in
the same household whe might meet the
targeting Criteria, he of she does not get

:i(i%bincitic(zily enrolled into the pProgramme

process of enrolling




Replacement process is explained by Figure 3.

Figure 3: OPCT Replaceme!

1.DGSDO becomes aware that
beneficiaries have exited the
programme through:
- payroll analysis (three
missed payments)
. Informed by Ex-official or
BWC
. Annual verification activity
Informed by Programme for
sP HQ

—

5.0GSDO fillsina Register of
Beneficiary Management
forrn and sends to the
programme for SP HQ to
notify them of the
replacements.

1t Process of Beneficiaries

P —

4.DGSDO verifies the
identified replacement as still
eligible for the programme
(through a house visit).

3.Replacement beneficiary
identified from the waiting
list by the DGSDO/ MIS based
on priority, ranking and
location.

,.DGSDO fills out a Register

of Beneficiary Management N
form. The form is sent to b
programme for SP HQ which
is then updated in the MIS.

—

6.BWC informs the
replacement beneficiary that
they will be on the
programme and ask them to ‘\>
visit the DGSDO (or other 5
officials) for enrolment where
they will be informed about
rights and responsibilities.

7.MIS updates the waiting list,
beneficiary list and payroll to
remove the exited beneficiary
and include the replacement.

Source: The MOLSSS Operations Manual



Chapter 4

4.0  Audit Findings

upon by Government of Kenya and World
Bank as a National Safety Net Programme for
2014{2015 to 2016/2017.

Table 1; Number of beneficiaries and amount of
Disbursement

Financial
Year

of OPCT
Beneficiaries

2007/2008

36,036 1,000,000,000

1,500,000,000

2,474,000,000

59,000

in 2013 and interviews
beneficiaries during the
the opcT program had
achievements such asimproved household food

conducted with the
audit, indicated that
S0me  remarkable

Security, retention of children in schools, access
to basic health care, increased self-esteem and
dignity for the beneficiaries and establishment
of small scale income generating initiatives. |n
spite of the achievements the audit establishec
the following‘ challenges affecting the program:

Targeting and Errofment

13 Farosimo g N

headquarters for enrolment into the program
and the validate( listis added to the payroll. we
noted the following issyes:

a) Delays in targeting activities
Thel\/linistryofLabor,SocialSecurityandServices
Cash transfer Operations manual shows that the
duration of time to be taken for targeting and
enrolment into the Program should be 94 days
or approximately three months. In the financial
year2014/201s, beneficiaries who were enrolled
in the opcT program
months delay in the targeting and enrolment
Process. The Iast targeting Program done by
the Ministry for the OPCT program beneficiaries
started in September 2015.The audit noted
that five months later 35 3¢ January 2016 the
targeting process had not been concluded. As
at 29 January 2016, the targeting results from

4.4

yet released tq the counties by the Ministry
headquarters, Hence there was a delay of
between 40 and 57y days above the stipulated
targeting period in five sampled counties 35 at
29 January 2016 3¢ shown in Table 3.

Table 2: Delay in Targeting andl Enrolment

County/syp.
County

Date of Targeting Delay in re.
lease of mis
report by
the  head-
quarters
(Days) as at
29 Jan 2016

Nairobj 15ept -28 Sept

2015

Kiambu (Thika) 4 5ept- 19 Oct 2015

Kilifi (Kilifi ) 3 Sept-80ct 2015

17 5ept - 30 Oct
2015

14 Sept-20 Nov
2018
Source: DSDG Interviews

4.5 Interviews conducted at the sampled counties

revealed that the delay in the targeting and
enrollmentprocesswasbecauseon!yonevehicle
was allocated foreach county visited to facilitate
the county  ang sub-county coordinators to
marage dhe PrOgram. The vap oo MAS S ationa
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of the number of beneficiaries targeted or the
geographical vastness of the counties. Vast
reas like Kilifi and Kwale were targeting at least
2,000 beneficiaries compared to Makueni and
Nyeri which were targeting half the number yet
the duration for targeting and enrolment was
the same for all the counties. Further in Kwale
county, the vehicle had broken down as at the
time of targeting, yet the county was vast,
had a rough terrain and the beneficiaries were
sparsely distributed making it difficult to access
them within the time allocated for the targeting
process. The geographical vastness of some of
the sampled counties being targeted is shown
in Table 3. Delay in targeting and enrolment
meant that the programme was not meeting its
objective of regular and predictable payment.

Table 3: County Statistics

4.6

County

Source:

Density N—o. of
(Persons Vehicles
Per Sq.Km) Allocated

Size (Sq-

KNBS 2009 Survey Data and MOLSSS Data

exited

b) Replacement of beneficiaries
through death did not follow laid down
procedure.

The objectives of OPCT programme is to
contribute to poverty reduction in households
containing older people through the provision
of regular and predictable cash transfer so asto
cushion older people and their households from
income-threatening risks such as sickness, poor
health, and injuries and break intcr—generationa‘
poverty Dy providing younger household
members with the opportunity to g0 to school
or go to worlk. The primary eligibility criteria
for enrolling an OPCT household is that the
household should be extremely poor and have
5 member over 65 years of age. A heneficiary
axited

from the programme through three

ative misse

conse i payments, death or annual

4.7

enrolled upon death of a beneficiary.

¢) Targeting and Enrollment of persons
outside the target group.

The programme focuses on providing cash
transfers to poor households who have at least
one member above the age of 65 years. During
field visits the audit found that at times persons
below the age of 65 years and households that
were not poor were also benefitting from the
program yet they were not within the OPCT
target group.

payments to OPCT beneficiaries

4.8

4.9

The payment amount for each OPCT beneficiary
had been set at Kshs 2,000.00 per month.
payments were made after every two months
through a payment service provider. The audit
noted the following:

a) Increasing uncollected amounts by the
beneficiaries:

Analysis of the OPCT nationwide payments
reports revealed that the rate of unpaid
beneficiaries/amounts had been relatively
increasing as more beneficiaries are enrolled to
the program. This was due to failure to detect
beneficiary finger prints, mis-routed cards,
having deceased beneficiaries still in the payroll
and long distance to the pay point among other
reasons. Within 14 days of the close of the pay
period the payment service provideris expected
to submit a reconciliation report and refunds
for unpaid funds to the Ministry’s designated
account. An amount of Kshs 1,179,382 for the
months of January to August 2015 was put in
a designated account held by the payment
service provider as shown in Table 4.



Table 4: Schedule of OPCT’s Payment Service Provider from January- August 2015 -

Payment Actua] Amount Pay- Commisg No. OfActu‘a l{No. of Unpaijd Com -
Cycle No.  of | able Kshs ion 2% Kshs Benefi- Amount Pajd | g € n.[Amount (Re- mission

Ben. in ciaries | Kshs Unpaid fundable)|R o
the Pay- Paid Kshs fund-
roll able

Kshs

1,284,264,000 133,488 1,068,016,000 27,045 216,248,000
—_
2,046,804 000 | 40,936,080 1549,952,000 37,335 496,852,000 n
—

Totali
Amount 4,629,160,000 98,015,210

Source: PSp’s OPCT payrol

4.10

M

4.12

Payment
(Kshs)

ay - June 2015

KCB (Kshs)
20000 uinase largiri [5.432000 |
2,046,804,000 40,936,080 40,936,080 -
Source; Analysis of KCB

July - August 2015

b) Commission 0n unpaid beneficiarjes:
Amounts associated with unpaid beneficiaries’
burdens the program and country on socig)
The Psps agreement with

data
d) Delays in Payments to beneficiaries,

The Cash Transfers Operational Manual states that the Payments are to be Mmade to benef;

bimonthly basis beginning the first week in the
months September, November, January, March,
May and the last week of June in each financial
year. The Ministry is expected to COMmmunicate
the payment periodtothe beneficiaries through
their staff at the countyleveland the community
structures, However, data generated from the
Ministry ang PSp’s OPCrations raveale that

obcT honeficiares vt iorundups 112 o
O HIT s vy DR N ban

25,961,840 175 566

831,810,000 36,955 466,282,000

3:449,778,000 M

the Ministry’s transaction cost increases thys
increasing the cost of service delivery.

c) Overpaid bani commissions:

Further analysis of the »y commission paid to
the payment service provider (PSP) showed at
s the pPsp g overpaid. For instance in the

4.1

representing anoverpayment of COMmission by
Kshs. 5,432,010 as shown in Tables,

Table s: Commission Paid to psp

Ciaries on g

expected timelinesg and had delays of between
15 and 27¢ days as shown in Table 6. Qut of the
analysed cycles, only three (14.29%) were paid
within the intended tWo months a5 per the
operational manual, ten of the cycles (47.62%)
had a delay of between 15 and Go days; five or
23.81% had delay of between g and 9o days;
while (he other three tycles (14 294) wero
delavac 7y, PIRCT e ey e oo

NG NR I P
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Financial|Payment Months
Year Cycle
2012/13 1 July = August
2 September- October
3 November-December
January - February
S S-S
March - April
May - June
2013[14 Jul‘y - Au{gust

Seﬁ*c_exnber - October

November- December

March —

uary - February

;\-pril

May — June
2014/15 July — August
N

September-October

N _
November-December

-
January - February

m 1 July - August
2 R September- October
S — 4 I
3 November-December

Source: Cash Transfer Manual and payrolls

4.4 During the audit 75 beneficiaries were inte
in the OPCT cash transfer p
were never consistent and beneficiaries
never been informed of any changes in th
monthly payment schedules. Delaysinpaym
to the OPCT beneficiaries
three key factors, late requisi
Ministry of Labour Social Se

of funds by the

curity and serv

late disbursement
the National Treasury
unit and delay in transfer of payment
heneficiaries DY the payment Servic

\ —

as illusiratedin fallowing paragdis

o
March — April

payment Start Dates

Planned

September, 2012

November, 2012

January 2013

M;—rch 2013
May, 2013 -
Jun:;)}?/
Septgr;t;grj;513

November, 2013
January 2014

March 2014
May, 2014

June, 2014

September, 2014

November, 2014

January, 2015
] March; 2015

May, 2015

June, 2015
September, 2015
November, 2015

January, 2016

rviewe

ayments, since they

had
e bi-

ents

were occasioned by
tion of funds by the

ices,

exchequer at
to the Social pProtection
s to the

o provider

o Ministy

Ly

PSSR
—ee e}

_—

Not Paid

d and all of them expressed di

I Approximate
Actual Deviation
=y
J;\e, 20;3_,.#_,_ 270
.June, 3513 ’———;1(;"
June, 2013—4—'/' 150
June ,~2013 - 90
June, 20_1§~—/ 60
June, 2013 o ’0’_—/’
F\loverﬁber 2—073—1?36/>
april 2014|120
April 2014 T 90
April 2014 T 30
June 2014 30
T June 2014 o
S3December 2014 |99
19 January 2015 60
TC)—jar\uary 2015 15 i
11 May 2015 —6?’/
" I\Ta—y__zas 0 -
7% July, 2015 30
21 Sep’—tein:ber. 2015 |15
Not Paid 90 T
e

—

ssatisfaction with delays

for only one financial year 2014[15 was
analysed. It was noted that 50% of the
disbursement requests by the Ministry
were done long after the planned payment
dates had elapsed with delays of between
»7 and 90 days as Nlustrated in the Table 7.
This ultirnately resulted to overall delaysin
the cash transfers to beneficiaries.



Payment Months
cycle

July - August 2014

—_—

September - October 2014

November —

December 2014

January - February 2015

March - April 2015
May ~ June 2015

Source: MOLSSS Datq

requested.

Table g: Delay in Disbursements Processing by Nati

Novempber . December

January - February

5 Aprif 2015

1June 2015

Date of requisition by
MOLSsss

——
Planned date of requi-

Actual date of requisi-
Sition by the Ministry

tion by the Ministry

5 August 2014 7 Novemberzo14

5October 2014 7 November 2014

5December2014 7 November 2014

1February 2015 27 February 2015

23 March 2015

20 May 2015

17 March 2015

— - .
March - April 23 March 2015 31 March 2015 7
— — -
May - June 20 May 2015 3June 2015 12
Source: MOLSSS Barg - )

c)

for the year 2014/15 revealed 3 delay of between on

as shown ip Table g ,
recept of funds from National Tye

c!isbursernents to the psp

should only take 4 days

Table 9; Delay in i’)isi‘)ursr’mcm 5

according t

e and twenty
Ltook 4 period of between

Delay in requisj
tion by Ministry,
in days
90

_—
30

o]

Delays in dis.
bursemen t
Processing in
days

ained by the Department Social Deveiopment
six days in the

five and tf
asury to make the transfers of funds to the psp
O the Programme manual.

Processy, 180y MOILSSS

Processing of
lirty days after

accounts yot



Dé&e of Funds Period

Deviation
(Days)

Date of Funds Disburse-
ments by Treasury

payment

Cycle Mionths

-

July - Avgust

September - Qc_tg_t_)er — 24th Nov. 2014

5o Dec. 2014

17" April, 2015

o —_—— _—

17" March, 2015

Sh ey )

- -

3" June, 2015 19™ June, 2015

415  Officers at the Ministry partly attributed the delays in transfer of funds to inadequate human resources

at the department. The effects of the delays in replacement of a new beneficiary. Analysis of
payments were: ceven sub counties reflected that it took up to
twenty four months almosttwoyears toremove
a) The OPCT beneficiaries have at times dead beneficiaries from the Ministry’s MIS as
received one year backlog at once, of the shown in Table 10. Hence OPCT beneficiaries
payment of the cash transfers in arrears who died between 2012 and 2014 still appeared
equivalent to Kshs. 24,000. Given that in the payroll three years later as at July/August

this program only targets the poor people 2015.

in the society, planning for such huge
amounts is difficult and reduces the value Table 10:5um
and importance of the bi-monthly transfer
scheme. Another challenge associated
with the delay is that information is not
provided to beneficiaries as to when the
funds would be received which make it
difficult for beneficiaries to plan, budget or
negotiate for services.

mary of Delayin Update of Dead Beneficiaries

No. of dead|Average Delay
beneficiaries
still in the cur-
rent payroll

b) Delaysin payments, has led to the Ministry
combining more than two cycles in
payments. This has made implementation
of the exit strategy difficult since it is
pegged on non-collection of more than
three consecutives payment cycles rather
than Kshs. 12,000 as stated in the manual.

Existence of Dead Beneficiaries in the payroll Source: OAG Analysis of OPCT Payrolls

416  As statedinparagraph 6.1.10f the June s013cash 418 Delay in the update of the cash transfers’ MIS
transfer manual, if a beneficiary dies, they are led to the peneficiaries who are in the waiting
exited from the programme and the household list not being enrolled into the payroll. The
will stop receiving payments (after the various reasons as to why there had been delay
benevolence payments have been collected, if in the updating details of dead beneficiaries in
app\icable).The benevolence payment amount the OPCT’s MIS were as follows:
totals six months (currently Kshs 12,000.00)
and is collected over three payment cycles. In a) Lack of monitoring by the county/sub-
instances where a beneficiary has been unable county coordinators - For the programme
to collect a previous period’s payment, and then to operate efficiently and to meet its
passes away, the household member collecting objectives, monitoring gf the RFOERM
the benevolence payment, will also collect the must be dorie s0asto identify the gaps that
full amount owed to the beneficiary, €8 Kshs are in the programme. Monitoring ensures
12,000 and the uncollected amount. that the deaths of the heneficiaries are

captured and that they are exited from the

A7 { <Ol 1 P e Vt~en 2 be aticiary Gie
4.1/ i SirouG 1o, yYhnehh a b nancicl cics

|

Faport HMmenia




do so. Due to lack of monitoring, 208
beneficiaries who had already died and
the caregiver did not 'eport continued to
collect payments.

b) Late submissions of the Payroll by the
headquarters to County/Sub-county

have been completed, and the pre-payroi
checks for the current ¢ycle have been

d) Non-timely action by the department,

Payment transfer window will roj over to the
next payment cycle, enabling the beneﬁciary
to collect 3 Cumuiative amount. Analysis of
sampled 2012/2013 to 2015/16 OPCT payrolls
revealed that only Kshs.22.6 Million was rolled
Overto the next cycle out of Kshs.23.7 Million of
tmncollected Payments as shown iy Annexure 1.
The audit further noteq that;

a) KCBasaPSPhadamoretimeiyandaccurate
roll over of arrears, |n January 2015 the
Ministry sought the electronic Services
of KCB as 3 PSP, Analysis of January to
Algust 2015 Payrolls for the sover, countios
sampled revesle that diors TS vy

TR Donnio, oo Ol oy, STy
CoChover oo N T

‘-‘ ! vt . LN
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This is becayse KcB beneﬁciary pdyment
are  biometric and Payments are |,
electronic file which automatically Update:
beneﬁciary Payment detaijls. Access o
Payments reports js nreal-time to the bank

Beneﬁciary arrears was at times not
rolled over by the pck. The Ministry used

November 2012 to December 2015 were
sampled and arrears roll - oyer rates were
calculated ang CoOmparison made. It was

to the Pck Headquarters.

The other 5 counties (Nairobi, Kiambuy,
Nyeri, Kilifi and Mombasa)sampied payrolis

payment reporting process and shorter
inter-cycle periods that barely allowed time
for post Payroll checks ang submission of
reports,

At times two Payment cycles overlapped.
For instance, July to August 2014 payment

was done in thg Yery month. Thys provided
short fime for the PCK’s (o prepare ang
Submit Julbe i Aligrisg Ot pavimop:

oondditon o Ny O
- r . . . i - H
T ey B A IR T
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For every Kshs 1 million disbursed almost Kshs 30,000.00 incurred as pbeneficiaries’ arrears was not

. rolled over to the next cycle or paid to beneficiaries w

hen PCK was PSP. Hence the programme might

have lost money in terms of unpaid arrears. Probable estimated loss as shown in Table 11.

Table 11: Estimated l0ss of arrears due to inadequate up

date of payrolls - PCK

County Ssub-Counties  Pay- Total Disburse- Total Ar-|Total Arrears
‘rolls Kshs ment | Cycle rears Kshs | Arrears Not|A rrears
Kshs Rolled Over |Rolled over
Kiambu Thika (Madaraka 1,158,000 96,000 96,000
PCK)
Nyeri m 4,840,000 4,500,000 340,000 340,000
P —
\ Makueni Kibwezi East 2,210,000 60,000 40,000
Kibwezi East 760,000 60,000 0o 60,000
]
Kwale Matuga PCK 1,460,000 4,000 0 4,000
I
10,252,000 N/A N/A

Mombasa

37,292,000

Ratio Parts

Average arrears & arrears not
rolled over for every 1M disbursed

Source: OAG Analysis of PCK OPCT sampled payrolls from F[Y 2012

Ministry did not notify the PSP on minimum service level

The Ministry and its current PSP (KCB) October
2014 agency agreement states that penalties
are only charged after the PSP has been
notified and given a chance to review thereport
and respond to the service level issue. The
management of KCB aspired to serve all OPCT
beneficiaries in an officient manner. However,
data g.{enerated from different KCB branches,

4.20

<ub - county offices and interviews conductad

with sampied ban SAciaries ravealed inat

fimes the benendanis avnerienced
L
‘

SOV anea < WY

I

/13 to December 2014

0.002

agreement not adhered to

breaches on the minimum service level. There
was also nothing to indicate that the Ministry
had notified the PSP on the breaches to enable
them respond and compensate the beneficiaries
on the following issues:-

a) geneficiaries  travel inordinate  loeng

distances to PSP pay points: The service

level agreement imposed a penalty

of
< <hs. 500 per cydle ToF @ach

nen




radius as shown in Figure 4 yet had never the duration of card replacement from th

been cOmpensated. Out of the sampled date of notification to the bank of lost o,
125 locations whose distances to the pay faulty cards to the time the cardis replacec
points were analyzed during the audit, and delivered tq the beneﬁciary should be
beneficiaries from 107 locations (85.6%) 30 days otherwise a penalty of Kshs 50 is
travelled more than 6 kilometers to their imposed to the PSP for each card delayed.
Pay points; kKcg branches, PSP payment The audit found that 62% of the biometric
agents or mobile banking stations. The cards on the sampled counties visited took
exceeded 6Km variance ranged from atleastfortydays to be delivered as shown
0.5 Km to 21y Kms. The long distance in Table 1. Analysis of data availed by
travelled increased the OpPCT beneficiaries’ the psp headquarters On reprinted cards
vulnerability to securitythreats, particularly showed that only 4 cards, 3 from Kijlifi and 1
when Payment dateg Were announceq from Kiamby, had taken more than 1 month
publicly. to be printeq from the date it was reported
Figure 4: Distance Travelled to Pay Points to the psp headquarters. All the other 3,184

cards were printed within 5 week after jt
Was reported to the headquarters by the
PSP branches.

Table 12: Delay in cqrq Replacement per County

20-6 Kilometers No. Of No. Of
8 Over 6 Kilometers cards | cards cards | cards
reprint- | which printed | which
edand |took and de- | took at
deliv- over1 |livered least
ered to | month within |40 days
Source: OAG Analysis of county coordingtors interviewys ben'ef- to be to l?e
b) Pay-point cash  non availability: claries | reprint- deliv-
Information gathered from officers at

various psp branches indicate that the psp
had strived to achieve distance travelled to

agents and mobile banking. The agency
agreement  statec that the minimum
service level for Paying agents shoy|d be 12
hours per day with 3 Penalty of Kshs 1,000
per visit on reported pay points. The audit
found that, at times the payment agents
arrangements were unreliable in making
the cash transfer Payments since they did
not have adequate cash. Over 85% of the

PSP payment agents in the sampled areas Nationwide data on replacement availed
Visited either no longer participated in by the psp 5howed that 12'5@ blemet’l'nc
the cash transfer Program or made their cardswere reprmtedcountrywnde since the
Payments within the psp premises due to first payment by KCBin May 2015. A further
low transactionga| commissions pajd by the 4,046 cards w_ere prn?te.d and delivered
PSP, high amount of capital requirements fo the beneficiaries within 30 days by 4
to make the huge payments, frequent February 1016, Of these cards 5,727 took
cost of transport for travels to the bank atleast 40 days to be printed an( delivere
for withdrawa!s, need for additional to the beneficiaries. 36 cards were printed
human resources, recruitment of security at least 30 days a*fte‘r bc”""g'f reported to
pPersonnel and high exposure to security the headquarters 45 5nown in the Table 13,
risks. Mome of the Opct beneficiaries Delays in both delivery ang replacerment

' EHe Rinirans
e biomo;

merviewed ha been ~bmpensated for




chips not working or the beneficiary details
not having been correctly captured during
the registration process.

Table 13: Delay in Card Replacement Country wid
of : of | No. of
cards re- cards

Country
wide

Per -
centage

Source: OAG Analysis of

printed
and de-

printed
and de-
livered

ivered least 40

to the within|days to
benefi- be deliv-
ci_arie§___' erid |

KCB Card Replacement Data

Delay in replacement of the biometric
cards led to the sffected beneficiaries not
collecting their payments and if the delay
lasted for a period of at least six months,
the beneficiary faced a possibility of being
exited from the program unfairly. This
was because the beneficiaries needed to
produce the cards in order to receive the
payments and missing 3 consecutive cycles
i e. 6 months, led to automatic removal
from the program by the MIS. Delays in
card replacement were caused by delay in
printing of the cards by PSP while delay in
delivery was caused by lack of mobilization
by the DSDO’s to inform the beneficiaries
that their cards were ready for collection.

Enrolled beneficiaries were not issued
with biometric payment cards: The
payment Service provider had a special
obligation to biometrically register all the
enrolled OPCT beneficiaries and provide
them with payment cards. Biometric
payment cards were to be delivered to
beneficiaries by the pSP within 60 days
on receipt of beneficiaries’ list from the
program headquarters. The PSP agency
agreement provides for a penalty of Kshs
50 for each delayed card of two months.
As at December 2015, the audit established
that a total of 26,51 beneficiaries had
not been issued with the biometric cards
though they were enrolled in April 2015.
Analysis of OPCT payrolls in the
PSP

a2 total of 2,444 bene

sampled
that

wore still

eleven branches established

cares

County

Nairobi

Nyeri

Kilifi
|
T

B

Source: OAG

e)

Kiambu

Sub — County/ No. of

pay - Point Uncarded
Beneficia-
ries

Kasarani 124

Thika 266

Kikuyu 153

Nyeri T
Kibwezi 58
Changamwe 83

Kilifi

293
2,444

analysis of the PSP documents

Faulty Payment Cards due to finger
prints: Beneficiaries who are enrolled
into the OPCT Programme are provided
with biometric payment cards which are
accessed through finger prints  which
contain beneficiary’s necessary details.
These cards are printed, distributed and
activated by the PSP monthly. The audit
found that 10% of the faulty biometric
payment cards were due to failure of
the beneficiary fingerprints not being
recognized as a verification system during
payments. Finger print failures sometimes
related to beneficiaries having very old or
worn-down finger pads. The KCB agency
agreement states that the PSP should
replace and deliver to the beneficiary
biometric payment cards, within thirty
days on receipt of notification of faulty
cards the PSP and imposes d penalty of
Kshs 50 per delayed card per two months.

The audit found that some beneficiaries
were issued with faulty cards at the
registration stage resulting to them not
being able to access their cash transfers.
Analysis of payrolls from 11 KCB branches
showed that a total of 1,963 beneficiaries
r<’:;'>rr3son'r.in§g an average of 10 paercent

nf the Honeficiary population

owwn i Tanie 15 vl nroblems with

payiant Cardas



Source: OAG A Payrolls

f)  Uncarded beneficiaries. By December 2015,
the PSP hag not yet issyed biometric cards
to 26,511 beneficiaries. By then the PSP

the program.

Ministry’s Operational manug| did not include
provisions legislated by Parliament

4.21

AN

In 25 January 2013 Parliament enacted the
Social Assistance Act 2013 that established
an Authority to pe known as the National
Social Assistance Authority. The functions of
the Authority s stated in the Act included
to identify and provide socizj assistance tq

Minister re€sponsible for matters relating to
social development on the nationa| policy to
be adopted with regard to provision of social
assistance; formulate and enforce standards for
the conduct of social assistance programmes,
develop, maintain and Operate a national social
assistance information Management system
and develop guidelmes for implementation and
monitoring and evaluation of sgeal assistance
Programmes dATONY Gthors

B ey S Moy, SR R R
Doy s SRR N S T IIRIANR SR

T PN

transfer Programmes. The Mmanual did ney
include the functions of the Authority in the
OPCT’s operationa| activities. The National
Social Assistance Authority has not yet been
established.
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Conclusions

The programme has indeed made some
remarkable achievements such as improved
household food security, access to basic health
care, increased self-esteem and dignityfor the
beneficiaries and stimulation to establishment
of small scale income generating initiatives. The
Ministry can manage the OPCT programme in
3 more effective way to ensure that it meets
its intended objective of providing regular and
predictable cash transfers that contribute to

poverty reduction in households containing
older people

As at 2016, the OPCT programme was operating
in all constituencies; however, due to funding
constraints coverage was not universal hence
not all deserving people are enrolled in the
program.Unpaid funds of almost Kshs 0.3 billion
every two months were kept at a designated
account by the PSP which is an opportunity loss
of cash transfer benefits to almost 60,000 extra
older persons.

The OPCT beneficiary householdsfaceanumber
service delivery challenges. These challenges
have a negative effect on the quality and
effectiveness of the Older Persons Cash Transfer
Programme. The programme elements are not
being implemented in a timely manner and
cervice delivery to the OPCT beneficiaries was
not adequate. The irregular and unpredictable
payments is a major problem that affected
performance of the Older Persons Cash
Transfer programme. Delayed payments have a
negative impact on the wellbeing and livelihood
strategies of beneficiaries, threatening their
achievements, undermining  social safety
net functions and, in some cases, worsening
the economic security of these households.
greaches to the beneficiaries by the payment
<ervice provider were never compensated and
beneficiaries continued to travel inordinately
long distances 1O pay points, had faulty
biometric payment cards e><perienced delays in
replacement of cards. These challenges could
easily have been resolved by having a mobile
bank paying services to the beneficiaries.

v-.x‘il
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Chapter 6

Recommendations

In view of the findings and conclusions of
the audit, the Auditor-General, proposes the
followingrecommendationsforimplementation
by the Ministry of East African Community,
Labour and Social Protection:

ensure that targeting and enrolment is

conducted inamore effective manner:

i) Ensure that stipulated targeting period is
adhered to and vast counties and counties
targeting a large number of beneficiaries
are allocated sufficient resources

i) Ensure that replacement of beneficiaries is
done as per laid down procedures

i) Put in place additional controls aimed at

avoiding enrollment of persons outside
the target group

To improve payments service delivery to OPCT
beneficiaries:

i) Carryouta review of the payment process
to identify major bottlenecks in releasing
payments on time

ii) tmprove the process for notifying
beneficiaries on payment dates or of
delays in order to enable them plan and
minimize potential negative effects and to
minimize the costs associated with unpaid
beneficiaries

iii) enforce the stringent timelines that are
given in the operational manual and make
the requisition of funds from National
Treasury earlier before months of payment

iv) Ensurethatthere is an adequate system to
ensure that unpaid funds are all accounted
for

v) Putin place controls to ensure funds are

requested on time to allow for timely
payments to beneficiaries
vi) Have regular reconciliations to avoid

overpayment of commissions

To improve rimeliness and accuracy of MIS update:

i) Carry out adequate and regular follow up
on beneficiaries’ eligibility status to the
for non-collection of

1}7'(,)‘.’;5"«".1"\1, reasons



i) The County/Sub—county coordinators

should liaise with ex- officials quarterly to
Visit households for information purposes
toupdate the Payrollto capture beneﬁciary
deaths in thejr location in order to minimize
delay in update of dead beneficiaries,

To improve efficiencies in service delivery by the
Payment Service Provider:

i)

vi)

Develop spedcial service delivery charter
for the Payment service provider detaiiing
standards ang timelines for delivery of

cash transfer activities and processes

Establish mechanisms for monitoring,
evaluating and Feporting on performance
of the psp against the standards on ;
regular basjs.

Monitor ang enforce breaches onminimum
service delivery agency agreement with
KCB for all the already paid cycles

Address delays in provision of services by
the PSP,

in support of all operationz| functions/

county levels.

Ensure that the PSP at the County level
liaises closely  with the opcrt County
Coordinator to help in mobilizing the
beneficiaries when the cards are ready for
collection at the Pay point and redyce the
Unnecessary delays.

To have 3 More effective impiementation of the
OPCT Programme:

i)

ii)

Emphasize on a continuoys engagement
between County/Sub-County levels and
locational levels o identify changes
requirec

Conduct in-depth investigations on unpaid
arrears  due to insufficient update of
payrolls to ascertain amountc involved
and its whereabouyts

Compensate beneficiaries as  required
based on breaches of Payments ang
Unpaid arregrs



Annexures

‘Annexure 1: Update/Roll over of

ROLL OVER OF ARREARS —PCK

County Total Ar-|A T
rears/|rears
Cyclel Rolled
Sub-Coun- | Over
1.Nairobi
>.Kiambu | Jul/Aug-
Sepl
Dec14
JullAug-
Sepl
Dec14
3.Nyeri

4.Makue- | F e b/
ni Jun-Jul/
Augi4

Nov13/
Marig-
Aprl
Juni4g

N ov/
Dect12-
Jan/|
Aprli3
Sepl|o
Deci14-
Jan/|
Apri5
0
Jul/Aug-| 0 NJA
Sepl
Dec14

6.Kilify Sepl 288,000 0
Deci4-
Jan|
Apris

7. Momi- 5

| basa

Arrears by PCK and KCB
ROLL OVER OF ARREARS -KCB

. Cycle Total Ar-

rears

May/
JunJul/
A u g
2015

mMmoayl
Jun-Jul/
A u g
2015
M ay [
Jun-Jul/
A u g
2015

0 39 0 0 6,052,000 5,940,000

752,000

Arrears
Rolled
Over
0 May/Jun | 2,912,000 2,576,000
Jul/Aug
2015
0 Jan/Apr- 1,528,000 1,644,000 93
Mayl
Jun2015

—

6384000

159

No of | No. of

92



gram Coverage has
treased over the years

Targeting and Enrolment

a) Delayin Targeting Activities
The duration of time to be taken for tar-
geting and enrolment intg the program
should be 94 days. However, there was
a delay of between 40 and 57 days above
the stipulated targeting period in five sam.
pled countiec as at 29 January 2016 which
Mmeant that the Program was not Meeting
its objective of regular ang predictable
payments

The Ministry agrees with the
audit finding that there are
delays in the targeting and
enrolment Processes and is in
the process of addressing the

b) Replacement of beneficiaries exited
through death did not follow laid
procedures.

The objective is to contribute to poverty

reduction in households containing older

people through the provision of regular

Replacemnent of beneficiaries exit-
ed through death followed the laid
down Procedures for targeting and
if in the deceased’s household the
] for targeting. 1n 50me cases
deceased’s household was
not subjected tq retarget.
ing alongside other potential
households byt instead the
sUrviving spouse was directly
enrolled in sgme areas. Thys
the finding remains as report-

ed.
) Targeting and Enrollment of persons

I
outside the target group

The opcT Programme focyses on pro- | When the Programme was being | The Ministry agrees with the
viding cash transfers to Poor households piloted, the focus was on vulnera- finding that there were house-
who have at least one member above the bih’ty and Poverty of he househoid. holds which do Not meet the
ageof6syears. During field visjt< the audit | The agefactor was fntroducedlater. eligibility Criteria beneﬁtting
found instanceg where persons below the | This way a few deserving but below from the Programme and is in

poverty and cat
ity among others.

tomatically enrolled upon death of 3 bep.
eficiary.

age of 65 years and househo!cls that were age may have been Ntraoduced 1y the process of adclressing the
not poor benefited from the program the programme. I ordertgo address problem,
this, the Department has condye .
od oo eceruficanon o AN RTURRHI C RV
| Coeado RIS D A



v | payments to OPCT beneficiaries

tsto Ot -
3) Increasing uncollected amounts by the
beneficiaries

Analysis of the OPCT payments reports, revealed
that the rate of unpaid beneficiaries/amounts had
been relatively increasing as more beneficiaries are
enrolled to the program. This was due to failure to
detect beneficiary finger prints, mis-routed cards,
having deceased beneficiaries still in the payroll and
long distance to the pay point were among reasons
for non-collection of payments.

No response from the | The finding remains as reported.
Ministry

b) Commissionon unpaid beneficiaries

Amounts associated with unpaid peneficiaries’ bur-
den the program and country on social economic
costs. The PSP collects 2% commission based on the
total amount disbursed to its account by the Minis-
try. When a beneficiary misses a payment and the
funds are rolled over to the next payment cycle, PSP
gets double commission when the arrears are paid.

The 2% commission that The Ministry agrees with the au-
the PSP get as per the | dit finding.

contract/  agreement
has been a contentious
issue. The matter was
referred to the Attor-
ney General foran advi-
sory opinion and the AG
did confirm that indeed
the 2% commission pay-
able to the PSPis legal.

missions

¢) Overpaid bank com

Overpaid bank commissions to the psp. Analysis of
the 2% commission paid to the payment service pro-
vider (PSP) <howed that the PSP had been overpaid
in the January to April 2015 payment cycle. The PSP
received Kshs. 1,284,264,000 from the Ministry pay-
able to the beneficiaries and paid Kshs. 31,117,290
as commission instead of Kshs. 25,685,280 repre-
senting an overpayment of commission by Kshs.

5,4327010'

The overpaid bank commissions
are for a specific payment cycle
and in contravention of the con-
tract and should be recovered
by the Ministry as soon as pos-
sible.

The recovery should
not be expected in view
of the AG’s advisory
mentioned above

d) Delaysin payments to beneficiaries
payments are to be made to beneficiaries on a bi- | There were delays in|The Ministry agrees with the
monthly basis. Out of the 21 payment cycles anal- the release of the ex- finding that there were delaysin
ysed, only 3 were made within the stipulated time- chequers during that | payments to pbeneficiaries.
lines. Delay in payments to the beneficiaries was time.

caused by three key factors: late requisition of funds

by the Ministry, late disbursement of funds by the

National Treasury and delay in payment by the pay-

ment service provider.

ln 2014/2015, 50% Of the disbursement request by the This is occasioned by
Ministry were done long Sfter the planned payment delays in payments and
dates had elapsed receipts of reconcilia-

——— S
Existence of Dead Beneficiaries in the payroll
—— At e S e rdy
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It should take 13 days to update dead beneficiaries in
the Management Information System (MIS) from the
time the county/sub-county Coordinator submits the

The Programme re.
quires that information
On any deceaseq ben-
eficiaries pe support-
ed by documentation
such as buria permit,
Communication on
this takes time to pe
submitted tq the head-
Quarters.

The Ministry concyr with th;
finding that there were delay:
in removing dead beneficiarias
from the payroll. Evepn though
they have tried to IMprove the
Situation by strengthening the
Beneﬁciary Welfare Commit-
tee, more needs to be done to
improve transparency of the
deceased’s household ang the
BW(s.

eficiaries who were in the waiting list not being en-
rolled into the program.

Some caregivers of de.
ceased households do
not give reports of a
beneﬁciary’s death to
continue beneﬁtting
themselves.

The programme hjs
strengthened the Ben-
eficiary Welfare com.
Mittees and alsq using
the local administra-
tion to ensure Prompt
reporting of deaths. A
functional grievance
and case Management
mechanism  hac been
putinplace,

Payments

KCB as a PSP haq a more timely and accurate roll- | There is an Outstanding | The Ministry agrees with the
over of arrears. arrears of Kshs. 169.3 ﬁnding. The Ministry provided

Million  with Postal correspondence with PCK show-
Analysis of January to August 2015 payrolls for the Corporation of Kenya ing Kshs. 245,501,480 which was
S€ven countjes sampled revealed that there was 3| whichis a previoys psp. uncollected by the beneficia-

rate of over 90% of beneficiaries’ rollover of arrears ries for three cash transfer pro

The rofllover of the remaining 10y arrears could not grammes as 3t December 2014

be adequateiy established since these beneficiaries which PCK was yet to refund to

details coujd not be found in the Succeeding pay- the Ministry. Kshs. 145,838,000

rolls were arrears for the OpPcT Pro-
gramme,

The Ministry has since then
sourced for another PSP e
has improve onrolling over yn.
collected Payments but can sty

do better.
\\\N\\

It was discovered that only 5% (Ksh5,84, 000) of the
beneﬁciaries’ total arrears of Kshs.1, 850,000 were
rolled over tg the next Cycle when pci was the psp,
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Penalties were only to be charged after the PSP had
been notified and given a chance to review the re-

ort and respond to the service levelissue. The audit
found that the Ministry was not effectively following
up on breaches on the minimum service level agree-
ment.

On 25 January 2013 parliament enacted the Social
Assistance Act 2013 that established the National
Social Assistance Authority. In June 2013 the Minis-
try developed a cash transfer operations manual de-
signed to help manage the cash transfer programs
for older persons, persons with severe disability and
urban food subsidy effectively. The Ministry’s cash
transfer manual did not include the functions of the
Authority in the OPCT’s operationa! activities. The
National Social Assistance Authority has not been
operational zed.

Conclusions

The Ministry can manage the OPCT programme
in a more effective way to ensure that it meets
its intended objective of providing regular and
predictable cash transfers that contribute to pover

ty reduction in households containing older people.

The OPCT beneficiary households face a number
service delivery challenges which have a negative
offect on the quality and effectiveness of the OPCT
Program.

The program elements are not being implemented
in a timely manner and service delivery to the OPCT
peneficiaries was not adequate. The irregular and
unpredictable payment is a major problem that af-
fected performance of the OQPCT program- Delayed
payments have a negative impact on the wellbeing
and livelihood strategies of beneficiaries, threaten-
ing their achievements, undermining social safety
net functions and in some cases, worsening the eco-
nomic security of these households. Breaches to the
beneficiaries by the payment service provider were
never compensated and beneficiaries continued to
travel inordinately long distances to pay points, had
faulty biometric payment cards experienced delays
in replacement of cards.

-

minded of

Ministry's operationai manual did not include provisions \egislated b
The National Social As-
sistance was never op-
erationalized thus the

authority not in place.

y Parliament

The Ministry agrees with the
finding.

-
The Ministry did not notify the PSP on Minimum service jevel agreement not adhered to

psp is occasionally re
the adher-
ence to the Service Lev-
Agreement during
and after every pay-

No correspondence between
the Ministry and the PSP has
been provided to the auditor of
any notifications by the Minis-
try.

]
No response from the Ministry
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