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REPORT ON THE FINANCIAL STATEMENTS

financial statements of Ministry of lndustrialization
nificant accounting policies and other explanatory

information in accordance with the provisions of Article 229 of the Constitution of
Kenya and Section 8 of the Public

Accounting Officer's Responsib

The Accounting Officer - Minisl

Audit Act, 2003.

ility for the Financial Statements

iry of lndustrialization - is responsible for the
preparation and fair presentation of these financial statements in accordance with the
Government Financial RegulatiQns and Procedures and the Public Finance
Management Act, 2012 and for s{ch internal control as management determines is
necessary to enable the preparfltion of financial statements that are free from
material misstatement, whether dup to fraud or error.

The Accounting Officer is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section 4 of
the Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these statements based on the audit
and report in accordance with th6 provisions of Section 8 of the Public Audit Act,
2OO3 and submit audit report in coinOliance with Article 229 (7) of the Constitution of
Kenya. The audit was conductefl in accordance with lnternational Standards on
Auditing. Those standards require lcompliance with ethical requirements and that the
audit be planned and performed t0 obtain reasonable assurance about whether the
financial statements are free from rnaterial misstatement.

An audit involves performi
and disclosures in the fina
auditor's judgment, includi
the financial statements,

ures to obtain audit evidence about the amounts
ts. The procedures selected depend on the

of the risks of material misstatement of
due to fraud or error. ln making those risk

assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate ifr tne circumstances, but not for the purpose of
expressing an opinion on the ef(ctiveness of the Ministry's internal control. An
audit also includes evaluating the appropriateness of accounting policies used and
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the reasonableness of accounting estimates made by the management, as well as
evaluating the overall presentation of the statement.

I believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audit opinions.

A. RECURRENT APPROPRIATION ACCOUNT VOTE R.160

Basis for Disclaimer of Opinion

1. Failure to provide footnotes to the Account

The appropriation account reflects variances in excess of Kshs.1,000,000 under four
(4) items for which, no footnotes were provided as shown below -:

Head Sub-Head Item

0001
0001
0003
0010
0010

01
01
01
01
07

2210500
3111100
2211000
2620100
26301 00

Approved
Estimates
(kshs)

5,499,328
1,048,000
1,360,000
5,000,000

24,192,O00

Actual
Expenditure
(Kshs)
4,386,840
30,000
0
0
6,563,239

Variance
(Kshs)

1,112,488
1,018,000
1,360,000
5,000,000
17,628,761

Difference
Kshs

No reasons have been given for failure to provide the footnotes as required under
Section 11.7.2 of Government Financial Regulations and Procedures.

2. Personal Emoluments

The appropriation account reflects a total amount of Kshs.273,361,957 incurred on
personal emoluments while the payroll shows a figure of Kshs.266,892,449 as per
IPPD data verified. The resultant variance of Kshs.6,469,508 has not been
reconciled or explained.

3. Unverified Payments

The following items of expenditure could not be confirmed or verified as supporting
documents were not availed:-

Item Title Amount in
the Account
(Kshs)

Amount
supported
by P.V (Kshs)

Office and
General
Supplies and
Services

22,459,248 3,556,884
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2210500 Printing,
Advertising
and
lnformation

2211300 Other
operating
Expenses

3111100 Purchase of
office
Equipment
and Gen.
Equipment

Rental of
produced
assets

No satisfactory explanation
supporting documentary evid

4. Unsupported Under-"*p",[ditur"

!tem Title

2211300 Other QOeratinO Expenses

31 1 0300 Refurbishment of Non-
ResidNntial Building

4,740,569 14,740,569

24,113,548 1,447,160 22,666,388

19,818,472 19,818,472

81,356,911 64,406,396 16,950,515

162,488,748 69,410,440 93,078,268

provided by management for failure to avail
for audit verification.

L_-__.----

*ht
enqe

Amount (Kshs.)

5,216,172

1,275,500

The under expenditure of Kshs.5,216,172 and Kshs.1 ,275,500 was explained as due
to delay in paying legal duesjfor services rendered and delay in submission of
invoices for services rendered, respectively. However, this could not be confirmed
as no documentary evidence {vas availed for verification and the Ministry did not
report any pending bills for the year under review.

5. Unsupported Over-Expen{iture on Basic Salaries

The Appropriation Account reflpcts over expenditure on basic salaries under Kenya
lndustrial Training lnstitute jand Small Scale lndustries Field Services of
Kshs.1,499,365 and Kshs.999,616, respectively. However, no information was
provided to confirm the sour(e of funds that were used to meet the total over-
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expenditure of Kshs.2,498,981, and also why basic salaries paid during the year
exceeded the approved budget.

6. Government Pension and Retirement Benefits

A total of Kshs.23,350,498 was spent on payment of pension and retirement benefits
under item 2710100. lncluded in this figure are payments relating to subsistence
and overtime allowances totalling Kshs.4,595,294 which do not relate to the
expenditure item. No explanation has been provided for expenditure mischarge.

B. STATEMENT OF ASSETS AND LIABILITIES VOTE R.160

Basis for Disclaimer of Opinion

7. Long Outstanding Balances

The statement of assets and liabilities as at 30 June 2013 reflects debit and credit
balances brought forward from 201112012 and earlier years amounting to
Kshs.348,7 81,452 and Kshs. 4,721, 1 08,551 respectively, as detailed-;

Debit Balances Amount (Kshs.)

PMG A/c
Exchequer A/c
Advances A/c
Temporary A/c
Provincial District A/c
Standing lmprest A/c
General Suspense A/c
TOTAL

Credit Balances

GAV A/C
Exchequer A/c
District Recurrent A/c
GAV cheques A/c
R/Dcheques A/c
Excess A.lA A/c
I nsuranceMelfare/Sacco & others A/c
lnter-Bank Transfers
Vote Control Account

64,049,981
642,495
540,896

3,489,924
278,206,162

243,055
1.608.939

348.781.452

13,787,305
133,022,562
147,140,341

48,370,642
3,873,515
1,452,454

631,763
30,027

4,372.799.942

4J?I-J98.5il

Amount (Kshs)

TOTAL

However, no reasons have been given for not clearing these long outstanding
balances from the Ministry's books of account.
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8. Paymaster General Account Balance

The statement reflects Pa ster General (PMG) Account balance of
Kshs.64,134,852 as at 30 June 2 13 which was at variance with the reconciled
cashbook balance as at the date of Kshs.84,871 and actual cashbook
balance of Kshs.13,764,957 as r the board of survey reported dated 04 July,
2013. The resultant differences g the three sets of records have not been
reconciled or explained. ln add , the bank reconciliation statement as at 30
June 2013 reflects receipts of Ksfrs.700,000 in the bank statement not recorded
in the cashbook dated 30 June 2Q12. Further, the statement reflects receipts in
cashbook but not recorded in tlhe bank statement of Kshs.4,309,577 which
implies that revenue was not banked intact. No reasons have been given for not
updating the Ministry's records wilth the outstanding reconciling items.

9. General Account of Vote (GlV)

The statement reflects Genelal Account of Vote (GAV) credit balance of
Kshs.149,392,022 as at 30 JunQ 2013. However, Appropriation Account for Vote
R-160 reflects a balance of Kshp.111,247,162 as net surplus to be surrendered to
the Exchequer. The resultant difference of Kshs.38,144,860 has not been reconciled
or explained. 

]

10. Unprocedural Gash Mana{ement

The Ministry's cashbook is operdted on a float of Kshs.70O,OOO per week. However,
instances were noted where c{sh was withdrawn from the bank even when the
cashbox had an unspent balancp of Kshs.1,000,000. No satisfactory reasons have
been given as to why extra cashj withdrawals were made when Kshs.1,000,000 had
not been utilized, and which may lead to misuse of funds.

11. Provincia!/District SuspenBe

The statement of assets and liabilities reflects a balance of Kshs.278,206,162 under
Provincial/District Suspense Accbunt as at 30 June 2013. However, this balance has
not been analysed and supportdO witn adequate documentation. As a result, it has
not been possible to confirm wn{t it represents.

c. DEVELOPMENT AppROp+rATrON ACCOUNT VOTE D.l60

Basis for Qualified Opinion

12. Capital Grants to Governryrent Agencies

12.1 The appropriation accouht reflects capital grants remitted to Kenya lndustrial
and Research Development lhstitute totalling Kshs.645,999,999. However, the

ment voLchers availed indicate disbursements totallin

5
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Kshs.575,999,999, resulting in an unreconciled and unexplained difference of
Kshs.70,000,000.

12.2 Further, the appropriation account shows grants to Numerical Machining
Complex Limited amounted to Kshs.387,999,999 while entries in the cashbook
amount to Kshs.402,224,139. The resultant difference of Kshs.14,224,140 has not
been explained or supported.

12.3 During the year under review, the Ministry made payments to Kenyatta
lnternational Conference Centre (KICC) totalling Kshs.28,111,906. Audit verification
confirmed that Kshs.25,913,890 was for the conference on African Ministers of
lndustries in all African Union Countries held between 10 - 14 June 2013 at KICC.
However, the balance of Kshs.2,198,016 has not been accounted for.

13. Routine Maintenance - Other Assets

13.1 The Appropriation Account reflects expenditure on routine maintenance and
other assets amounting to Kshs.202,565,284 against the approved estimate of
Kshs.200,000,000, leading to an over-expenditure figure of Kshs.2,565,284.
However, included in the expenditure are recurrent expenses in respect of rent and
service charges but described as minor alterations on buildings and civil works
amounting to Kshs.52,284,715. The irregular utilization of funds voted for
development expenditure to meet expenditure of recurrent nature has not been
explained.

13.2 The appropriation account figure of Kshs.202,565,284 for routine maintenance
and other assets differ with the cashbook entries totalling Kshs.100,502,409 by an
unexplained difference of Kshs.102,062,875. ln addition, the expenditure could not
be verified since expenditure returns from District lndustrial Development Officers
(DlDOs) were not availed. Further, included in the figure were 201112012 pending
bills amounting to Kshs.3,673,473 which were initially notcaptured as pending as at
30 June 2012. No explanation has been provided for the omission.

14. Differences between Appropriation Account and Cashbook

Differences were noted between Appropriation Account and Cashbook as follows:-

Particulars Amount Reflected Amount reflected Difference
in Appropriation in Cashbook
A/c. Kshs. Kshs. Kshs.

Domestic Travel
and Subsistence
and other
Transportation
costs

4,971,473 182,279 4,789,194
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Hospitality,
Supplies and
services

3,094,500 3,094,500

Foreign Travel and 3,913,600
Subsistence and
other transportation

3,913,600

TOTAL t, 11J91_,294

The difference of Kshs. 11,7g7,2gh n", not been reconciled or explained.

15. Unsupported Disbursemehts

Disbursements made to Kenya lndustrial Training lnstitute (KlTl) amounted to
Kshs.41,626,997. However, thp entire disbursement could not be verified since
there were no expenditure returnS from the lnstitute. Further, the cashbook indicates
that disbursements to KlTl totaied Kshs.36,499,997 giving rise to an unexplained
difference of Kshs.5, 127,O0O.

D. STATEMENT OF ASSETS

Basis for Qualified Opinion 
]

16. Paymaster General Accoult

16.1 The statement of assets arld liabilities as at 30 June, 20'13 reflects a Paymaster
General (PMG) Account bplance of Kshs.1 ,757,371,668 which includes
kshs.51 ,427,986 relating to the lear 201212013. However, the cashbook and board
of survey report as the same dlate show a balance of Kshs.335,476. The resultant
difference between the two sets]of records has not been reconciled or explained.

'16.2 lt was further revealed fhat payments amounting to Kshs.78,907,490 and
receipts of Kshs.130,000 relatirlg to the year under review had not been captured in
the cashbook by the date of lhe board of survey on 30 June 2013, resulting to
adjustments being made after the board of survey exercise on 4 July, 2013. The
Ministry has not given reasoirs why these amounts were not captured in the
cashbook when the payments and receipts were made or received.

Consequently, accuracy and completeness of the PMG balance as at 30 June, 2013
could not be confirmed.

17. ExchequerAccount

The statement reflects an
However, the Controller of B

equer Account balance of Kshs.339,825,081
s balance on the same as at 30 June, 2013 was

4ND LTABTLTTTES VOTE D.160
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reflected as Kshs.187,538,896. The difference of Kshs.152,286,185 between the
two sets of records has not been reconciled or explained.

18. General Account of Vote (G.A.V.)

The statement reflects GAV balance of Kshs.394,565,512 as at 30 June 2013 while
the appropriation account reflects a figure of Kshs.327,881,125. The resultant
difference of Kshs.66,684,387 has not been reconciled or explained.

19. Long Outstanding Balances

The statement as at 30 June, 2013 reflects various debit and credit balances
amounting to Kshs.8,303,745,558 and Kshs.8,305,214,526 respectively relating to
earlier years which have not been cleared as detailed below:-

Debit Balances
(a) Ministry Hqs.- Development Bank A/C
(b) Exchequer Account
(c) Temporary lmprest Account
(d) Exchequer Releases/provisioning Account
(e) Provisional/District Suspense Account

Total

Credit Balances
(a) General Account of Vote (GAV) A/c
(b) Provision/District Suspense A/c
(c) Vote Control Account

Amount (Kshs.)
2,360,973,423
2,443,714,716

313,075
1,400,279,592

392,521,069

6-592-801.E75

Amount (Kshs.)
528,044,805
269,593,791

7.507.575,930

6,403,200
313,075

392,521,069

Total 8J05214fl0
However, no reasons have been given for not clearing the above long outstanding
balances from the books of account.

20. Unsupported Balances

The statement reflects three account balances which have not been supported with
analyses as shown below:-

Debits Balances Amount (Kshs)

(a)
(b)
(c)

General Suspense Account
Temporary lmprest
Provisional/District Suspense Account

Total 399.237.34



Credits Balances

a) Provisional/District Suspense Account
b) District Development Bank Aocount

F

Amount (Kshs)

269,593,791
1 621 787

It has therefore not been possible

Total 271.215.578

to confirm what the balances represent

E. STATEMENT OF ASSETS AND LIABILITIES FOR DEPOSITS

Basis for Adverse Opinion

21. Paymaster General Accou/pt

The statement of assets anO tiJOitities for Deposits Vote 160 as at 30 June 2013
reflects a Paymaster General Apcount balance of Kshs.7,909,414.45 which differs
with the cashbook balance as at ithe same date of Kshs.5,576,469.05. The resultant
difference of Kshs.2,332,945.40 has not been reconciled or explained. Further, the
deposits cashbook bank reconcilfation statements and other related records revealed
receipts in bank not recorded in] cashbook amounting to Kshs. 1,152,320 relating to
the months of September, NoVember and December, 2012. Further, receipts
recorded in the cashbook totallifig Kshs.350,000 and dated October and December
2012had not been banked as af 30 June, 2013. No explanation has been provided
for not recording the receipts in the cashbook and also for not banking the receipts
as at 30 June 2013. ln the circirmstances, it has been possible to confirm that the
PMG balance of Kshs.7,909,41!i.45 as at 30 June, 2013 is fairly stated.

22. Difference between Depo$it Ledger and the Statement

The general ledger reflects a balance of Kshs.2,250,984 as at 30 June, 2013 under
deposit account which differs viritn tne statement balance of Kshs.5,576,469 as at
the same date. The differenceiof Kshs.3,325,485 between the two sets of records
has not been reconciled or explained.

STATEMENT OF OUTSTANIDTNG OBLIGATTONS

Basis for Qualified Opinion

Contigent Liability

The statement of outstandinO {bligations guaranteed by the Government of Kenya
as at 30 June 2013 reflects o;.rtstanding contingent liability of Kshs.2,225,870,284
(Japanese Yen 2,557,240,000 Exchange Rate 0.870419) in respect of a loan lent by
the Japanese Government tq the East African Portland Cement Company for

plant. However, the financial statements of therehabilitation of the factory's

9



Company for the same period reflect principal loan balance of Kshs.2,361,554,000
resulting in an unreconciled and unexplained difference of Kshs.135,683,716.

AUDIT OPINION

ln line with my responsibility, I express the following opinions on the financial
statements;-

Qualified Audit Opinion

(i) Development Appropriation Account Vote D.160

(ii) Statement of Assets and Liabilities for Vote D.160

(iii) Statement of Outstanding Obligations

ln my opinion, except for the effect of the matters described in the respective Basis

for Qualified Opinion Paragraph, the three statements present fairly the financial

performance of the Ministry for the year ended 30 June 2013 in accordance with

Government Financial Regulations and Procedures and the Public Finance

Management Act, 2012.

Adverse Opinion

(i) Statement of assets and liabilities for Deposits

ln my opinion, because of the significance of matters discussed in the Basis for
Adverse Opinion Paragraph, the statement does not present fairly the financial
performance of the Ministry as at 30 June 2013 in accordance with Government
Financial Regulations and Procedures and the Public Finance Management Act,
2013.

10
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Disclaimer of Opinion

(i) Recurrent Appropriation unt Vote R.160
(ii) Statement of Assets and L bilities for Vote R.160

ln my opinion, because of the nificance of the matters described in the Basis for
Disclaimer of Opinion Paragra , I have not been able to obtain sufficient
appropriated audit evidence to provide a basis for an audit opinion on the 2
statements. Accordingly, I do not express an opinion on the financial statements

Edward R.O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

16 May 2014
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PAIIT I: INTRODUCTION
l. Mandate

The nrandate of the Ministry of Industrialization is derived from the Presidential Circular

No. l/2008 of May 2008. The Ministry therefore has the mandate to formulate industrial

development policies and strategies, and is specifically responsible for the tbllowing:

o IndustrializationPolicy;

o lndustrial Property Rights Policy and Settlement of Industrial Property Rights

Disputes

. Quality Control, Ant-counterfeiting, Standardization and Settlement of Standard

Disputes

o Indusffial Training and Capacity Building

. Training, Infrastructure and Business Development Services for Micro, Small and

Medium Industries

. Cement Production, Industrial Tooling and Machining

o Industrial Research and Development

. Finances and Venture Capital for Industrial Development

o Developrnent of Micro, Small and Medium Industries

. Provision of Market Linkages and Access to Finance lor Micro, Small and

Medium Industries

Most of the functions mentioned above are executed by the state corporations under the

ministry.

2. Vision

To be a leader in catalyzing a diversified, globally competitive and sustainable industrial
sector in Kenya

3. Mission

To facilitate an expanding, globally competitive and innovative industrial sector by creating

an enabling environment.

3lPage
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4, Core Values

Values are an integral part of an organization's culture and create a sense of identity,

belonging and purpose. The Ministry upholds the following severl principles, as its core

values:

(i) Customer satisfaction: through a deliberate open door policy, we are committed to

satisfoing both our internal and external customers;

(ii) Team work: by consciously and deliberately nurturing team spirit, collaboration and
consultation, we will maximize our synergies in working together;

(iii) Professionalism: Through a continuous assessment of training and capacity needs

we will be able build a professional human resource base and ensure effective and

effi cient service delivery;

(iv) Integrity: we aim to be accountable, transparent, ethical and honest, and at the same

time adopt a 'zero-tolerance to comrption, policy:

(") Creativity and Innovativeness: we will be open and proactivc in seeking better

methods of delivery of service;

(vi) Committed to environmental sustainability: r,r'e will be committed to ensuring a

sustainabte industrial development process through management policies and

practices that guarantee environmental protection;

(vii) Gender equity: rve will embrace the principles of gender eqtrity, fairness and balance

across gender.

5. Key Strategic Objectives

The key strategic objectives for the Ministry are:

(i) To build Capacity fbr Industrial development and quality service Delivery
(ii) To establish policy, legal and institutional framework
(iii) To attract local and foreign industrial investment

(iv) To promote the development of MSMIs
(v) To promote R&D, innovation and technology adoption

6. Strategic Programmes

According to the programme based budget framework, the Ministry has two programmes:

Industriaidevelopment and investment; and Standard and business incubation. The overall

objective of the programmes is to create enabling environment for investment and grolvth,

stimulate industrial technological advancement, and enhance productivity and

cornpetitiveness. The two progranllnes are:

llPage
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a) Industrial Development and investment

The programme has five (5) sub-programmes namely;

(i) Promotion of Industrial development
(ii) Provision of Industrial Training
(iii) Promotion ofindustrial products
(iv) Promotion of Industrial Property Rights and arbitration
(v) Promotion of Industrial Research and Development,

Transfer.
Innovation, and Technology

b) Standards and Business Incubation

The programme has two (2) sub-programmes namely;

(i) Standardization, Metrology and conformity assessment
(ii) Business financing & incubation of MSMEs

7. Strategic Priorities

During the year under review, the Ministry implemented the following broad strategic
priority areas drawn from the first Medium Term Plan of the Kenya vision 2030.

a) Development of policy, Iegal and institutional frarnework for industrialization:

(i) Finalization and implementation of the National Industrialization Policy.
(ii) Development of the Subcontracting Policy.
(iii) Development of the Business and Technology incubation Policy.

(iv) Development of Policy guidelines for public procurement of locally made
furniture.

b) Implementation of Vision 2030 Flagships projects in the manufacturing

sector:

(v) Development of five industrial SME parks.

(vi)Development of Mini Steel Plant.

(vii) Training of engineers, technologists and technicians.

(viii) Development of Industrial Parks.

(ix)Transformation of KIRDI to a world class research and technology clevelopment
institution.

c) Implementation of Economic Stimulus Programme:

(x) Construction and equipping of 210 Constituency Industrial Development
Centres (CIDCs).

d) Other Programmes

(i) lmplementation of One Village One Product (OVOP) project in 22 districts, a
project supported by a JICA grant.

5lPage
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8.

(ii) Implementation of the Micro, Small and Medium Enterprises (MSME)

Competitiveness project strpported by World Bank loan'

(iii)lmplementation of the Business Sector Progranrme Support (BSPS) a project

supported by DANIDA grant'
(iv)lmpiementation of the 5K( Kenya Industrial Estates, Kenya Bureau ol

Standards, Kenya Industrial Property lnstitute, Kenya Industrial Research and

Developrnent Instirute, Kenya National Trading Company) SME 2030

initiative.
(v) Revival of Pan African Paper Mills (Pan Paper) in Webuye.

(vi)lmplementation of Standards and Labelling progralnme, a project supported

by UNDP grant.

Key Management Staff

prior to the re-organization of Government in May 2013, the Ministry was headed by

Cabinet Minister ibr Industrialization as the political head. The Permanent Secretaly (PS)

was the Agthorized and Accounting Officer. Administratively, the PS was assisted by the

Senior Deputy Secretary who coordinated support departments. On technical matters the
pS was assisted by the Industrialization Secretary who coordinated the technical

departments. Under the Ministry, there were nine (9) State Corporations headed by Chief

Executive officers (cEos) and two tribunals headed by chairpersons,

The Executive Order No. 2 of May,2013 created the Ministry of Industrialization and

Enterprise Development headed by Cabinet Secretary as (CEO) and the Principal

Secreiary as Chief bperating Officer and supported by the Director of Administration and

Industriilization and Co-operative Secretaries as the heads of the technical directorates.

Under the new Ministry, there are sixteen (16) State corporations headed by CEOs and

three tribunals headed by Chairpersons.
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(a) Cabinet Secretury's Report

(i) Changes in Policy nnd strategy

't'he Mirrisrry has developrcd the National Industrializ.ation Policy (NlP) and thc

lnclustrial Developnrcnt Bijl, The NIP provi<les the policy tiamervork and an enabling

cnvironnrent tbr industrial and enterprise development in Kenya. The policy ftlcuses

orr value acl{ition fbr both prinrary and high valued goods; and providcs lbr linkage.s

bctrvcen the industrial sector and other prodtrctive sectors to clrivc the irtdustrial

transt'onnation process. I'lre Policy also airns at providing strategic directlon for the

secror grorvth and developrnent. 'l'he overarclring policy otljective is to entrblu the

indrrstrial sector to attain and sustain annual scctor growlh rate of l5o/o and ntake

Kenya tlre most competitive ancl prefcrred location for industrial investment in Afiica.
'this rvill lead to high ernployment levels attd wealtit creatiorl,

(ii) Ovcrvierv ol'the Ministry's achievement

During the year uncler review', the Ministry dcvclqrpcd ssverul drall Policics and Bills

to provide thc neccssary Icgal ancl institutional {l'antenork lor industrializati<ln, l'hc
Ministry revie,"ved virrious Acts. ln addition, the Ministry irrrpletrrented a tlutnbcr ol'
key prograurmes and projects spread in various parts of the cotrntry to address the

unerrrployrnent chal)enge, rnarket access, dispersal of irrdustries, \'alue additir:r,l,

producti vity and competitiveness.

During the inrplerlentation of the programn'les and projccts, the Ministry taced

several challenges which negatively irnpacted on the full realization olthe industrial

sector targets and goals. 'lhcse challenges includcl cielay in operationalization of One

Stop Shop, high cost of doing business. inadequatc lunding, inadecluatc stalfin{r,
procurenlent bottlenecks, lack of serviced industrial land I'or industrial projects, and

rvcak intcr-rninistcrial collaboration tirr cross cutting issucs such as lrigh irtflux ol'
counterfeit and substandard goods.

r\cknorvlcdgcnten t

The Mirristry apprcciates the support lrom Developnrcnt Partners; variotts

Parliarrrentary Conrrnittees, lvlinistries, [)epartrncnts and Agencics. thcr Private Sec.tor

arril the Ministry's statl' rvith u'hose suppoll the Ministry rr'as able to deliver its

rnanclate and achieve the results highlighted in this report

4t\D;fl'lI: ....J q-a t>
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(b) The Accounting Oflicer's li.eport

During the year under review, the Ministry irnplemcrrted broad strategic priority areas dl'a\ rl1

lionr thc first Mediurr I'erm Plarr of the Kenya Vision 2030 and achicved the following;

(i) Development of policy, legal and lnstltutlonal framework for industrialization:

During the year under revierv, the Ministry undertook other policy, legal and

institutional reforms in order to provide f<lr a favorable environment tbr

industrializ-ation and address emerging industrial issues. The Ministry drafted an

inclustrial lncubation Policy; Subcontracting Policy; Intcllectual Property Rights

Policy; Public Procurement and Disposal (Pret'erence and Resen'ations) Regulations,

20ll with respecr to locally produced furniture. The Ministry is currently revio'wing

rhe Special Econonric Zones policy and Bill to providc a regulatory framework for the

establishment and managernent of Special Econotnic Zones and Industrial Parks,

reviewing the Scrap Metal Act (Cap 503)

(ii) Implementation of Vision 2030 Flagship proJects in the manul'acturing sector:

Small & Ivlediurn Enterprise Parks arc key elements of the infrastructure suppolting
the grou.th of today's global economy. By providing a location in rvhich governtnettt,

hcr agencies and private sector cooperate, these parks create environments that f'oster

collaboration and innovation.

One of the Ministry's Vision 2030 flagship project in relation to this objective is to
facilitate establishment of SME Parks. In orderto pursue this goal, 135 and 20 acres

wcrc irlcltificd in Eldurci and Taltu Tav.qta ruspcutivuly. Plarrs tcr dcvclop rrlastcr

plans and architectural designs for identified land are in progress-

T5c Ministry lras been collaborating with Jomo Kenyatta University of Agricr.rll"ure

ancl Technology (jKUAT) to develop an lndustrial and Technology Park ncar Juja

torvn. The university has set aside 32 acres of land lbr development of tlte park. Other

plans include collaborating with county governments to identify land for industrial

developmerrt and develop industrial master plans.

'l'he local dcposits oI iron ore and coal, u'hich are the raw nraterials tbr the

producrion ot'iron, steel and coal have been identified in scvcral locations in the

country but tlreir qtrantities have not been ascefiained

One of the ntajor tactors that will determine the realization of Vision 2030 is the

availability and affordabiliry of iron and steel products. Steel is the key ingredient in

infrastrlrcture development and social progress.

It is against this backgrotrnd that the government of Kenya identilied developtlent ol
the iron and steel sector us a Vision 2030 flagship project under the tltanuthcturlng

SlP.rge



sector. ln order to clevelop the sector, a strategy paper was developed which
identified a mini steel mill as one of the catalyst p'rrojects tbrthe sector.

In order to establish an iron and stcel industry, the sufficiency of iron ore deposits was

to be ascertainecl, The Ministry of Industrialization planned to conduct a feasibility
study within the flnancial year 201212013 but this was not realized.
The Mirlistrv will u,ork with the Ministry of Mining to ascertain the quantities of iron
ore deposits in the country belore a comprehensive road map is developed'

Engineers, Technologists and Technicians are a very critical human resource for any
nation aspiring to become indusrrialized. The development and production of quality
products depends on the availability of the right caliber of engineers, technologists
and technicians who are products of well t'acilitated training institutions that utilize a

curriculum that addresses the requirements of the economy.

The main objectives of the Training of Engineers, Technologists and Technicians
programme are:
. hnprove the curricula by addressing the quality of skills and competencies offered

to engineers, technologists and technicians
. Upgrade training equipment and related resources in Training Institutions.
. Increase funding for training of engineers, technologists and technicians.
o lmprove funding for research and devclopment in the engineering field.

A strategy paper has been developed and validated by major stakeholders in the

training institutions, industry players and Government Agencies. The strategy paper

made a number of recommendations that require the development of a Sessional paper

for implernentation.

(iii) Transformation of KIRDI to a world closs research ond tecltnology development
ittslitution

A concept paper lor transforming the institute was developed. In addition the
Regional Research Institute expansion in Kisumu is almost complete.

(iv) Implementation of Economic Stimulus Programme:

Construclion and equipping ol 210 Constituency Induslriol Development Cenlres
(CIDCS)

Out of 188 constituencies rvhere land was identitjed and constructi<ln commcnced,
120 CIDCs havc bcen completed. The construction works for the other remaining
centres are at 

"'arious 
levels of completion. The main challenge was acquisition of'

Iand, low capacity of local contractors, procurement challenges, disparities in the

9lPage



bills of quantities and lorv funding both for construction and equipping the

centers.

(v) Other Progranrmes and projects

(a) Imptementation of One Vittage One Product (OVOP) proiect in 14 additional

districts.

The concept was introduced in additional 14 districts as planned. Specialized

technical assistance in form of training in value addition, financial management,

nrarketing, branding and packaging rvere disseminated to groups in the additional

districts in additio;to exhibitions in five target districts namely; Nyeri, Bungoma,

Kisii, Nakuru and Laikipia for showcasing the ernerging OVOP products' Further'

l6 firms benefited through the improvement in their production, expansion of

their markets and linkages to financial institutions and other business development

services providers. ThI challenge is the lack of GoK counterpart funds for the

project.

(b) Implementation of the 5K SME 2030 initiative

5 K MSE programme : The 5K MSE 2030 programme constitutes 5 institutions

namely: Kenya- Industrial Research and Development Institute (KIRDI), Kenya

Bureau of Standards (KEBS), Kenya Industrial Property Institute (KIPI), Kcnya

National Trading Company (KNTC) and Kenya lndustrial Estates (KIE)'

To revolutionize and modemize the MSE sector in line with Vision 2030, the Ministry

is irnplementing the 5 K MSE Programme which is aimed at upgrading MSE products

in the following targeted sectors;

l) Agro Processing
2) Leather and leather Products
3) Metal and Metal Products
4) Chemicals and Pharmaceuticals

5) Furniture
6) Electrical and Electronics

The initiative has upgraded Hospital Beds and the Arc welding machines in

collaboration with SMEs whose capacity has been built and are currently producing

the products.

(c) Development of Regional specific Industrial clusters in Mombasa, Kisumu

and Garissa :

The Vision 2030 development blue print advocates for regional manufacturing and

industrial clusters u, 
"ngin., 

for realizing industrialization. The blue print recoguizes

tlrat different regions 
-are 

endo*ed with different resources and identifies value

additio' on localiy available raw materials as critical to realizing full potential for

economic development of the regions'

l0 lPage



The Cluster Approach is a modern business value creation method of effecting
positive social and economic changes through enriching the culture of innovation,
productivity and prosperity in utilization of natural resources and assets, networks and
culture of regions.

The Ministry of Industrialization through Kenya Institute for Public Policy Research
and Analysis (KIPPR 4) undertook a study in the country on cluster approach and

identified meat and leather, fisheries and dairy clusters as having high potential for
value addition. The Ministry of Industrialization together with other stakeholders
embarked on promoting development of the fisheries cluster in Kisumu, Casheu, nut
cluster in Mombasa and Meat and leather cluster in Garissa and Kajiado. Currently
the process of conducting feasibility studies for the Meat and leather cluster in Garissa
and Kajiado are in progress.

(d) Implementation of Standards and Labelling programme

The Standard and Labelling programme is a 5-year initiative designed to
remove barriers to market transfonnation of energy efficient products and
services in Kenya with replication effbct to other East African Community
Countries.
Standards and Labelling Programme achieved the following:

. The Project undertook awareness campaigns through trade fairs, media
publication and exhibitions. The project team also participated in the
Green Kenya lnitiative.

. The project also undertook several studics including the policy support
and framework review.

(e) Reduce incidences of counterfeits

The Anti-counterfeit agency achieved the following:

. Carried out 109 investigations out of rvhich all suspects arraigned in court
were found guilty.

. Conducted 64 raids and 9 seizures.

. Engaged a consultant to finalize the development of procedure manual on
enforcement of IPR under the Anti-Counterfeit Act.

' Carried out public awareness on intellectual property and counterf'eiting by
taking part in the law society of Kenya awareness week, tax payer week,
workshops for relevant agencies and participation in ASK shows.

(0 Development and implementation of standards
. The Kenya Bureau of Standards in collaboration with its stakeholders

developed 448 standards against 320 targeted.
. The number of products certified under large finns was 6,203 against

the target of 7,500 for 201l-2012) and for small firms (SMEs) of
2,304 against a target of 3,300 due to noncompliance of some of the
products rnanufactured by some firms.

. Construction oltrvo laboratories in Miritini & Kisumu commenced.
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Due to lack of funcling, construction of the Radiation Testing Laboratory has

commenced.

(g) Accreditation and conformity assessment

Kenya Accreditation Service (KENAS) conducted seven awareness programmes

on and seven (7) assessment bodies accredited'

(h) Provision of incubation services and work sites

Kenya Industrial Estates (KIE) constructed 239 industrial shcds in Kimilili,
Machakos, Narok, Kwale, Kapsabet, Tala, Muranga, voi, Homabay, Siaya,

Nyeri, Embu, Bungoma, Mwatate, Kipsirchet, Kikima, Nunduine, Timau,

Imenti central, Nithi, Nairobi, Kakamega, Nyamira, Eldoret- East, Migori,

Webuye, Mandera, Vihiga, Wundanyi, Kitui, Nyeri, Kajiado-central, Ndia-

Kirinyaga, Wajir, Karatina, Bondo, Kapsabet, Malindi. This has provided

quality ind competitive industrial infrastructure. In addition KIE provided

credit facilities to MSMEs amounting to Kshs. 256.3 Million during the

period under revierv. Furthermore 309 Linkages were created between

MSMIs and large enterPrises.

(i) Machine tooling and equipment production

The Numerical Machining Complex (NMC) produced;

. Sixry seven (67) 5-Horse Power Pumps for irrigation and sold against

the target of 100. Thls was as result of marketing of the finished

products.
. 35 tathe machines produced against the target of 120 machirres. The

rest machines are 800/ comPlete.
. 22 hydraulic presses and several cabinets

. 24,000 pieces of railway brake blocks were produced worth Kshs. 24

Million.

The rnain challenges were inadequate funding, low human technical capacity and

procurement challenges.

(j) IndustrialProperty registration

Kenya Industrial Property Institute (KIPI) increased Industrial Property Rights

(lPR) registration from 2015 to 4175.

(k) Industrial research and development

Kenya Industrial Research and Developrnent Institute continued to develop

technologies for local value addition and commercialization in the following

areas.

o Leather processing technology - two tanneries established in West Pokot and

Wamunyu.
. Fnrit processing technologies - 50 SMEs are already working on it
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a

. l{oney Processing Technology - the technolclgy has been trans{'erred to ti SN4Es.

. Extraction ol essential oils and medicinal active itrgredients: 'l'he tecltn<-llogv

support SME in the expoft business. 5 SMEs have benefited.
. Cotton Processing Technology - the rnain technology developed is the handloonl

machine rvhich can be used by small scale [arrncrs in ginneries for processing of
cotton.

. Natural Products extraction technologies: technology developed for extraction of'

aloe vera.

' Agro waste urilization tcchnologies for luel making - technologies h-rr

briquetting agro waste for fuel have been developed and disscminated to \vestern

rcgion.
. Fish leather technologies developed and transt'erred to SMEs.
. Onc (l) process design for value addition olselectcd rau'ntaterial narnely, fislt

oil extraction.
. Irour (4) cornpanies created as a result oflthe technologies developed and

. 12 techuologies transferred to SMEs.

CHALLENGES IN IMPLEMENTATION OF PROGARAI\'IIVIES AND
PROJBCTS

(a) Industriul tand: The availability of adequate and accessible industrial land is

a crucial factor for industrial dcvelopment. Non-availability of suitable land

hampcred the tinrely implementation of projects and prograrnmes such as

Slr4E parks, SEZ, lndustrial Clusters arnong others.
(b) Budgctary Allocatiort: Inadequate budgetary allocation in development

tunds has hampered the implemcntation of the variotrs projects and

programnres. Flagship projects and other programntes outlined in the plan

required substantial amount olresources to bc implemented.

DA'fE:
3o - oi- 1o\3

I)r. Wilsorr Song:r, ir'lllS
I'RINCIPA L SIiCITE'I'AI{\'
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i

I)AI{'r III: STA1'EIVIITNI'OIT'fI{B ACCOUN'TING OIIF'IC]IiII'S IIESPONSIBII,TI-IIiS

I accept responsibility for the nraintenance of accounting records which may be relied upon in

prepaiation of financial statetnents, as well as' adequate systems o I' internal control .

I further accept responsibility for thc aftachcd Annual Accounts, which have been prepared in

conforrnity with Treasury diiections and appropriate Covernment Financial Regulations and

Ptocedures,

I am of the opinion that rhe attached Appropriations and other Financial Statements pjf.-"rt
fairty thc financial state of affairs of the Ministry of Industrialization Vote 60 as at 30"' June,

2013.

DA-I'D 3.:. ..:: - *.!3
Dr. \Yilson Songn, IYIDS

T,IUNCIPAL SECRETARY
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M!NISTRY OF INDUSTRIATIZATION

R 160 AppRopRrATtoN AccouNT FoR THE vEAR ENDED 3ot'JUNE, 2013

Reasons for material differences between approved Estimates and Actual Expenditure

HEAD 0001: Headquarter and Administrative Services

Sub head 01

Item 2210800 - Hospitality Supplies and Services

The under Expenditure of Kshs. 58,511,688 was as a result of a late increase in the
supplementary Estimates and Delay in submission of invoices for services rendered

Sub head 01
Item 2211300 - Other Operating Expenses

The under Expenditure of Kshs. 5,2L6,L72 was as a result of delay in paying legal dues

for services rendered.

Sub head 01

Item 3110300 - Refurbishment of Non-Residential Buildings
The under Expenditure of Kshs. L,275,5O0 was as a result of delay in submission of
invoices for services rendered.

Sub head 03

Item 3111100 - Refurbishment of Buildings
The under expenditure of Kshs. 1,018,000 was as a result of delay in procurement
process.

Head 0003: lndustrial Property Tribunal
Sub head 01: Headquarters lndustrial Property Tribunal

Sub head 01

Item 2211000 - Specialized Materials and Supplies

The under expenditure of Kshs. 1,000,000 was as a result of lack of delay in supply of
goods under this service

Head 0009: Kenya lndustrial Training lnstitute
Sub head 01- Headquarters Kenya lndustrialTraining lnstatute
Sub head 01

Item 2110100 - Basic Salaries - Civil Service



The over expenditure of Kshs. 1,499,365 was as a result of receiving the supplementary
Estimates late after the expenditure had been incurred

Head 0010: Directorate of lndustries
Sub head 01 - Headquarters Directorate of lndustries
Sub head 01

Item 2620100 -Africa Capacity Building Foundation (ACBF)

The under expenditure of Kshs 5,000,000 was as a result of under capacity in the unit
which contributed to non appropriation of the amount

Sub head 07 - The standards Tribunal Directorate of lndustries
Sub head 07

Item 2530100 - Current Grants to Semi-Autonomous Government Agencies

The under expenditure of Kshs. 17,603,76L

Head 0015: Small Scale lndustries - Field Service

Sub head 01- Headquarters Small Scale lndustries - Field Services

Sub head 01

Item 2110100 - Basic Salaries - Civil Service

The over expenditure of Kshs. 999,6LG was a result of receiving supplementary
estimates late after the expenditure had been incurred
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MINISTRY OF I N DUSTRIATIZATION

D.160 AppRopRrATroN AccouNT FoR THE yEAR ENDED 3ot'Jurur 2ot3

Reasons for material differences between Approved Estimates and Actual Expenditure

Head 0001 Headquarters and Administrative services

Subhead 01

Item 3110300 - Refurbishment of Residential Buildings

The under expenditure of Kshs 5,000,0000.

The under expenditure was as a result of delay in awarding a contract to partition 2nd

floor of Teleposta Towers

Sub head 01

Item 4120100 - Equity Participation in Domestic Public Non Financial lnstitutions

The under expenditure of Kshs. 7,570,560

The under expenditure was a result of non-appropriation of funds in the Pan African

Paper Mills project which was under a statutory manager.

Sub head 98 - Devolved Functions Headquarter and Administrative services

Item 2220200 - Routine Maintenance - Other Assets

The over expenditure of Kshs. 2,565,284 was as a result reduction which was approved

late in the financialyear 2OLL2/2O13.

Head 0009 - Kenya lndustrialTraining lnstitute

Subhead 01

Item 3110300 - Refurbishment of buildings

The under expenditure of Kshs. L,452,863 was as a result of non-submission of invoices

from the contracted suppliers.

Subhead 01

Item 3110500 - Construction and Civil Works

The under expenditure of Kshs. L2,75O,O36 was as a result of non-submission of
contract document from the contractor of this service.

Subhead 01

Item 3110602 - Overhaul and Refurbishment of Construction and Civil Works



The under expenditure of Kshs. 3,750,000 was as a result of delay in the procurement of

this service.

Sub head 07

Item 3111100 - Purchase of Specialized Plant, Equipment and Machinery

The under expenditure of Kshs. 4,82O,7OO was as a result of delay in the procurement

process due to lack of local goods.

Sub head 01

Item 3111500 - Rehabilitation of Civil Works

The under expenditure of KShs. 6,500,000 was as a result of delay in the procurement of

this services.

Head 0010 Directorate of lndustries
Sub head 01 Headquarter Directorate of lndustries

Item 22t0200 Communication, Supplies and Services

The under expenditure of Kshs. 2L,728,757 was as a result of non-submission of
expenditure documents from the Donor.

Sub head 01

Item 2210300 - Domestic Travel and Subsistence and Other Transportation Costs

The under expenditure of Kshs. 7,776,399 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 01

Item 2210400 -Foreign Travel and Subsistence and Other Transportation Costs)

The under expenditure of Kshs. 5,347,365 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 01
Item 2210500 - Printing Advertising and lnformation Supplies and Services

The under expenditure of Kshs. 6,447,500 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 01
Item 2210800 - Hospitality Supplies and Services



,-

I

The under expenditure of Kshs. 9,605,000 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 01

Item 3111000 - Purchase of Office Furniture and General Equipment

The under expenditure of Kshs. 5,750,000 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 01

Item 3111000 - Research Feasibility Studies, Project Preparation and Design, Project Supervision

The under expenditure of Kshs. 35,866,222 was as a result of non-submission of
expenditure documents from the Donor.

Sub head 01

Item 131020F Grants from Foreign - Direct Payments Treated as AIA

The Under Collection of AIA of Kshs. -55,575,556 was as a result of non-submission of
information on Direct Payments treated as AIA from the Donor.

Sub head 04 Medium and Large lndustries Directorate of lndustries

Sub head 04
Item 2210200 - Communication, Supplies and Services

The under expenditure of Kshs. 3,273,994 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 04
Item 2210300 - Domestic Travel and Subsistence and Other Transportation Costs

The under expenditure of Kshs. 2,654,728 was as a result of non-submission of expenditure
documents from the Donor.

Subhead 04
Item 3110500 - Printing Advertising and lnformation Supplies and Services

The under expenditure of Kshs 8,047,72O was as a result of non-submission of
expenditure documents from the Donor.



a

Sub head 04
Item 1310200 - Grants from Foreign - Direct Payments Treated as AIA

The Under Collection of AIA of Kshs. -4,928,122 was as a result of non-submission of
information on Direct Payments treated as AIA from the Donor.

Sub head O5 Micro and Small industries Directorate of lndustries

Sub head 05

Item 22t0200 Communication, Supplies and Services

The under expenditure of Kshs. 5,579,000 was as a result of non-submission of
expenditure documents from the Donor.

Sub head 05

Item 2210300 - Domestic Travel and Subsistence and Other Transportation Costs

The under expenditure of Kshs. 2,15S,OOO was as a result of non-submission of expenditure
documents from the Donor.

Sub head 05

Item 2210400 - Foreign Travel and Subsistence and Other Transportation Costs

The under expenditure of Kshs. 3,895,000 was as a result of non-submission of expenditure

Sub head 05

Item 22L07O0 - Training Expenses lncluding Capacity Building)

The under expenditure of Kshs. 1,579,000 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 05

Item 22LL2O0 - Fuel Oils and Lubricants

The under expenditure of Kshs. 7,923,035 was as a result of non-submission of expenditure
documents from the Donor.

Sub head 05

Item 2211300 - Other Operating Expenses

The under expenditure of Kshs. 310,579,000 was as a result of non-submission of
expenditure documents from the Donor.

Sub head 05

Item 1310200 - Grants from Foreign - Direct Payments Treated as AIA

The Under Collection of AIA of Kshs. -85,000,000 was as a result of non-submission of
information on Direct Payments treated as AIA from the Donor.

cumentsfronrthe-Dono
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