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Fund

I NATIONAL TREASURY INFORMATION AND MANAGEMENT(a) Background Information
The Nationat rreasury was estabrished via the Executive order No. 2 of Mav 2013.The basis for estabrishment of ,r,. Nutionur Treasuryir-r"r"o in Articre 225 (i) ofthe constitution of Kenya *r,i.t rtuilri.,u, un e.t f i p".rjur.n, shal provide forthe establishment, functions-ana .esponsiuilities of the i.ruiiorur rreasury. This has

ff;;.*"",ized 
in section t t ano iz-"rin" pubric ei""r..'v.nagemenr (pFM) Act

At Cabinet rever, the Nationar rreasury ,: 
:-!r.r.r.l.J br the cabinet secretary forNational Treasury and pranning, *rrJ is responsibre for the generar poricy andstrategic direction of the Ministry.

Vision

;;:ffijfTte 
in economic and public financial manasement, and deveropment

Mission
"To provide readership in economic and pubric financiar management, anddevelopment pranning. for shared g;o;h through fb.r;ilil, imprementarion andmonitoring of economic, financial ind developrirt p"ii.i"r;;'
Core Values
The Nationar Treasury is committed to providing quarity services to ail and isguided by the foilowing core uutu"r' custJmer po.r1, Resurts oriented,
i::::[lff:rJ:i:'ffi1t Proressionarism, a".ountuiiliiv, r;"d;'-";;;

Mandate of the NationalTreasurv
The National Treasury derives its mandate from Articl e 225 of the constitution,Public Finance Management Act 2012 and tte p*ecutive orders No.2/2013 andNo'l/2018' The National Treasurv will be 

"-".riirg'iu mandate in consistency with
;H.:,n", 

Iegisration as may be ieveropea o, ,.rr."*"a uy rartiamenr from time to

'nt "oi:"f::::'"" of the National Treasurv as derived from the above legat provisions

ITTJJ:k#plement 
and monitor macro-econom ic policies invotving expendirure

Manage the level and composition of national public debt, national guarantees andother financial obligations of national goue.nm.nt;
Formulate, evaluate and promote ecinomi" uni financial policies that facilitate
:ffi[:J"' 

economic development in .on;rn;;; ;#;,hel nationar government

Mobilize domestic and externar resources for financing nationar and countygovernment budgetary requirements;
Design and prescrib" un effi"ient financial management system for the national andcounty governments to ensure transparent nnin.iul-;;;;r*ent and standardfinancial reporting.
In consurtation with the Accounting standards Board, ensure that uniformaccounting standards are appried by the-nationur gou"rrr.nluno its entities;
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Develop policy for the establishment, management, operation and winding up of
public funds;
Prepare the annual Division of Revenue Bill and the County Allocation of Revenue
BiII;
Strengthen financial and fiscal relations between the national government and
counfy governments and encourage support for county governments
Assist county governments to develop their capacity for efficient, effective and
transparent fi nancial management; and
To prepare the National Budget, execute/implement and control approved budgetary
resources to MDAs and other Government agencies/entities.

Role of the National Treasury in the Devolved System of Government
The National Treasury is mandated by law to:-

' Strengthen financial and fiscal relations between the National Government and
County Governments and support for county governments in performing their
functions;

. Issue guidelines on the preparation of county development planning;

' Prepare the annual legislative proposals on intergovernmental fiscal transfers;
. Provide logistical support to intergovernmental institutions overseeing inter-

governmental fi scal relations;
. Coordinate the development and implementation of financial recovery plans for

County Governments that are in financial distress;
. Build capacity of County Governments on public finance management matters for

efficient, effective and transparent financial management as well as planning,
rnonitoring and evaluation and;

. Administer the Equalization Fund.
(b) Key Management

The National Treasury' day-to-day management is under the following key offices;

Office of the Principal Secretary
This office is responsible for the administration of the National Treasury operations.
In addition, the Principal Secretary is charged with the responsibility of providing
advice to the Cabinet Secretary in order to enhance efficiency and collective
responsibility.

Organizational structure of the National Treasury
The National Treasury is organized into four (4) technical Directorates headed by
Directors General and (l) Administrative and Support Services Directorate headed

by a Principal Administrative Secretary. Each Director General is responsible for a
Directorate comprising a cluster of Departments responsible for related policy
functions. The Directorates and Departments are as follows:

Directorate of Budget, Fiscal and Economic Affairs
The Directorate is headed by a Director General, reporting to the Principal
Secretary, National Treasury. It is organized into the following five (5) Technical
Departments each headed by a Director:-
. Budget Department;
. Macro and Fiscal Affairs Department
. Financial and Sectoral Affairs Department;
o Inter-GovernmentalFiscalRelationsDepartment
o Public Procurelnent Department.

t
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Directorate of Accounting Services and Quality Assurance
The Directorate is headed by a Director General reporting to the Principal Secretary,
National Treasury. lt is organized into the following four (4) Technical Departments
each headed by a Director:-

. Government Accounting Services;
o Internal Audit Services Depaftment;
. Financial Management Information Systems (FMIS)
o National Sub-County Treasuries.
o GovernmentDigitalPaymentsUnit.

Directorate of Portfolio Management
The Directorate is headed by a Director General, reporting to the Principal

Secretary. It is organized into the following four (4) Technical Departments
each headed by a Director:

. Government Investment and Public Enterprises;

. National Assets and Liabilities Management;

. Pensions Department.

. Public Private Partnership Unit.

. Public Investment Management Unit

Directorate of Public Debt Management Office
The Directorate is headed by a Director General, reporting to the Principal

Secretary. It is organized into the following three (3) Technical Departments
each headed by a Director:

. Resource Mobilization (Front Office);
o Debt Policy, Strategy and Risk Management (Middle Office);
. Debt Recording and Settlement (Back Office).

Directorate of Administrative and Support Services (Common Shared Services)
The Directorate is headed by a Principal Administrative Secretary, reporting to the

Principal Secretary. It is organized into twelve (12) specialized functions
offtring common shared services. The common shared services of the
National Treasury consist of functions that are not core to the National
Treasury but offer critical support services to the National Treasury. The
functions include:-

Accounting,
Finance,
Human Resource Management and Development,

Central Planning and Project Monitoring,
Supply Chain Management,
Legal,
Public Communications,
General Adm inistration,
Records Management;
Internal Audit;
ICT
Government Clearing Agency

a

a

a
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(c) Fiduciary Management

J!: tttv management personnel who held office during the financial year ended 30th June2019 and who had direct fiduciary responsibility were:

ation Name
I Princi Secreta Dr. Kamau Th CBS2 Administrative Mr. Francis MaJ ral,D rector Gene FEAB Mr bertAI HSC4 Director ServicesGeneral nAccounti

'u, MBSMr. Bernard Nd
5 Director PIPM Kamau
6 neral,ID rector Ge PDMO Dr. Haron Si oGw
7 Fi ffairsD rector Macro and sca A Mr. Musa e
8 entDirecto Bud Mr. Francis oGw9 entD re F lnancta and ralSecto A ffa rSI De Mr. Oisebe
10. mentD irector bIPu ProcIC enturem Mr . Eric Korir
1l Director, mental Fiscal RelationsA nt Mr A bert Mwend HSCa,t2 Internal Auditor General Mr. Al
13. Services rtmentDirector Government Accountin Mr. Jona Wala
14. TreasuriesA N onaati Sub Cou Mr. Francis Kariukil5 Director, Financial ent Information Mr. S al6 UnitirectorD bPu Pric Partnvate hers I Mrs N akawa
17. mentManrDirecto Nat Aional andssets iabL Mrs. Beatr ice Gathirwal8 Di recto Government Investme andnt Pub c En OndiekiMr
19 ntDirector Pensions Mr. Shem tu
20 entrDirecto rceResou obilM lzation Mr. Jackson OGW
2 ctor,Dire PoDebt andcy R sk MStrategy ntanageme

rtment
Mr. DanielNdolo

22 Director, Debt and Settlement ftment Mrs. Felister Kivisi
23. A Director of Administration Mui oGwMs
24 AcHead Dcounts vtsI on Mr. G Gichuru
25 Finance Mr. Kimathi M HSC26 Head, SCM Mr. Peter Mulavu
27 I{ead , Internal Audit Unit Ms. Esther N
28 t and DeveDirector Human Resource Ms. Susan Mucheru
29. A In ationform andCommunication echT no o KariukiMr
30 Head, Central Planni ect Monitori Unitand Mr. A Muriu
3t Public Communications Mr. Maina Ki
32. Head, Le Unit Mr. James Mwenda
33 gramme Coordinator, public Financial ManagementPro

Reform Secretariat
Mr Julius Mutua

(d) Fiducia ry Oversight Arra ngements

Auhit Committee

To manage the fiduciary risk, the National Treasury has put in place fiduciary oversightarrangements including setting up committees. The key oveisight airangements incluae:

Th{ ourRose.of the Audit committee is to assist the ministry
mafdates. The committee undertakes the responsibilities of
fin{ncial reporting processes, strong systems of internar contrors
carlied out under existing laws and regulations fbr the ministry to

's management in fulfilling their
ensuring existence of adequate

and efficient operational activities
achieve its intended objectives.
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The t'{ational Treasury and Planning Audit Cornmittee was launch ed on22ndMarch 2019 and has

'l-"] il*.t.times by end of June 2019. It has five members with the Internal Audit unit as theSecr$tariat.

Interlnal Audit Unit

The National Treasury has an Internal Audit Unit charged with rhe responsibility of identifuingrisks in.the management and day to day operations of th1 Ministry through the risk based audits.The (Jnit reports directly to the accounting officer on a regular basis.

Audit Query Committee

Th".lj.utlonal Treasury established an aud.it c^ommittee comprising officers from all departments ofthe $inistry, under the chairmanship of the Senior Chief Finance officer. The Committee reviews

111,fl1ly-t"s 
all audit queries and makes recommendations on how to reduce fiduciary risks. Inaddltlon, the 
,committee 

prepares responses to all audit queries for presentation to the relevant
comrplftees of parltament.

Projfct Implementation Committee

I:4:.ll:l,r!: ,Tll"nlentation of the Government's Infrastructure projects, rhe National Treasury

3:-1111!l':hed 
a Project Steering Committee comprising Principal Secretaries from implementing

Y,i,flti",t,and 
appointed a technical committee comprising officers from the technical departmentfot the Ministry. The Committees review and analyse the progress made by ministries in the

Implementation of dornestically and externally funded projects and advises accordingly.

Parliamenta ry Activities

In or{der to effectively manage the parliamentary activates relating to the Ministry, the National
Trea$ury has designated a liaison officer to coordinate the activities under the Office of the Cabinet
Secr0tary in consultation with the Office of the Chief Administrative Secretary.

Devqlopment Partner Oversight

To effectively manage official Development Assistance to the Government, the National Treasury
has qnder the Public Debt Management Office; a Department responsible for all matters relating to

Pt].ll"!T.".nt.Partners. 
The Department has varioui Units that toordinate different development

pamner activities in the Country.

i

Othe5 fiduciary oversight arrangements include the following committees with specific objectives;

Senibr Management Committee

To rironitor the implementation of the Ministry's programmes and performance, the National
Treabury has appointed a Senior Management Commitiee comprising of Directors General and

-!ea.ds 
of Departments. The Committee receives reports from departirents, builds consensus on

Natiqnal Treasury responses to emerging issues, challenges and risks and ensures that the decisions
of top management are irnplemented in a timely manner.
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Publif Financial Management Sector Working Group
To fapilitate the implementation of financial management reforms, the National Treasury has

appoihted senior officers to the Public Financial Management Sector Working Group. The

Comrhittee plays an oversight role in the implementation of financial reforms in the public
servile in collaboration with the development partners.

BudgPt Implementation Committee
To nionitor the implementation of the Ministry's budget, programmes and activities, the

N Treasury has appointed a committee comprising of officers from all the Departments

of Ministry. The Committee reviews and analyses the progress made by Departments in the

of the budget and the planned programmes and activities and advises the

management accordingly

Monftoring and Evaluation
the {Ainistry undertakes monitoring and evaluation exercises to establish progress made in the

implqmentation of various programmes and projects including those that are funded by the

development partners.

1e) the National Treasury Headquarters
P.O. Box 30007- 00100,
Treasury Building,
Harambee, Avenue
Nairobi Kenya
The National Treasury Contacts
Te lephone : (2 5 4)020 -22 5229 9

Email : info@treasury. go. ke

Website : www.treasury. go.ke

(f) The National Treasury Bankers
Central Bank of Kenya
tlaile Selassie Avenue
P.O. Box 60000-00200
trIairobi, Kenya

(g) Independent Auditors
Auditor General
Office of the Auditor General

Anniversary Towers, University Way

f.O Box 30084
pPo 00100
Nairobi, Kenya

Principal Legal Adviser
The Attomey General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2, FORWARD BY THE CABTNET SECIIETARY

The National Treasury is mandated to coordinate economic and financial management of the

country in accordance with section l2 of the Public Finance Management Act, 2012. Overall, the

National Treasury has strived to maintain a policy environment that is conducive to economic
growth and development of the country.

As a result of consistent implementation of bold economic policies, structural reforms and sound

macrooconomic management, Economic growth remained resilient and broad based averaging

5.7%o in the past 6 years and generating a total of around 5 million new jobs since 2013. Growth
accelerated to 6.30/o in 2018 frorn 4.9Yoin 2017. This growth is the highest to have been recorded

for thg past 8 years and well above the sub Saharan Africa region average growth of 3.0 percent

and the global average of 3.6 percent. The growth was attributable to increased agricultural
production, accelerated manufacturing activities, sustained growth in transport and vibrant service

sector activities. As a result of this economic growth, 860,000 new jobs were generated in the

economy in 2018. Inflation remained within target, interest rates were stable, and exchange rates

were competitive with adequate foreign exchange reserves equivalent to 6.2 months of import

cover at the end of fiscal year 2018/19. The figure below shows the contribution of the GDP

Growth rate by Sectors.

Figure 1: GDP Growth Rate by Scctors in 2018

GDP growth rate by Sectors in 2018
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tn Fy 2018/19, County Governments received Ksh.3l4 billion as their equitable share of revenue

raised nationally. This represents 100 percent of the appropriation as per the CARA, 2018. In

addition to the equitable share, the Counties received Ksh.46.l billion in FY 2018119, which

cor4prised of:-
a) Conditional allocation worth more than Ksh.15 billion derived from the National

Government's equitable revenue share;

b) Ksh.7.4 billion from the Roads Maintenance Levy Fund (RMLF) collected by the Kenya

Roads Board (KRB), of which l5 percent is set aside for county roads; and,

c) Proceeds from external loans and grants totalling Ksh.23.6 billion earmarked to supplement

financing of devolved functions.

7



l

The Nhtional Treasury
Asiatil Witlows anrl (irphans Pension Fund
Reporl and Financial Statements
For thb year ended Jane 30, 2019

Based 1on the above aggregate, payments to County government in FY 20l8ll9 amounted to

Kstrs.$60.t billion, representing 96 percent of the CARA, 2018 allocations. Including the FY

2Ol8/trg payments, county governments have now received an estimated Kshs.l.7 trillion
cumulptively since their establishment.

In all years, County Governments' equitable revenue share has been well above the minimum

threshpld defined in Article 203 (2) of the Constitution. Moreover, counties' equitable revenue

share hllocation has been fully disbursed in accordance with Article 219 of the Constitution, even

when the shareable revenue outturn was tess than projected revenue used in the Division of
Reventue Act.

The 1.{ational Treasury and Planning, successfully priced a new US dollar 2.1 billion, dual tranche

Eurobpnd of 7-year and l2-year tenors on l5th May 2019 in London, United United Kingdom.

This i! the third time Kenya has been in the International Debt Capital Markets. The first was in

.lune {014, when we launched the debut bond of US dollar 2.0 billion and tapped for a further US

dotlarjT50 million, while the second was in February 2018 when a dual-tranche of US$ 2.0 billion
was idsued (10-year tenor of US$1.0 billion and 30-year tenor of US$ 1.0 billion).

The 4nnouncement of Kenya issuance triggered an overwhelming response from investors that

upnorht"d to an order book of US$ 9.5 billion, an oversubscription of 4.5 times, This overwhelming

intere[t in Kenya's bond issue confirms the strong investor confidence in Kenya's economic policy

management and prospects going forward.

The flroceeds from this issuance will be used to (i) finance some of the development infrastructure

proiepts, (ii) the general budgetary expenditure in accordance with the applicable legal

1."qrif.,""nti and liii; to refinance part or all of the obligations outstanding under the US$ 750

milli$n QOl4 Eurobond).

The National Treasury and Planning in its contribution to the Affordable Housing Agenda under

launched the Kenya Mortgage Refinance Company (KMRC) in May 20l9.This
Partnership arrangem ent with majority private sector owned. KRMC will extend

fixed interest rate to financial institutions secured against mortgages so that they

can d the maturity of their housing loans to end borrowers hence increasing affordability

Ci Kenya 's urbanization rates, there is critical need to deliver housing at the lower end of the

lnco spectrum in order to imP rove housing conditions for the average Kenyan. KMRC will seek

to lyze groMh of the mortgage market in Kenya by targeting households that fall within the

gap and lower middle-inco me categories which represents about 95%o of the formally

em oyed population.

In of budget perform ance, the National Treasury expenditure stood at Kshs.54.4l7b against

an roved budget of Kshs.64.865b. The National Treasury implemented the 2018/19 budget

with n four economic classifications/programmes. These were General Administration, Planning

and upport Services, Public Financial Managemen t, Economic and Financial Policy Formulation
Compet ition. As demonstrated in figure 2 below, the Market

highest absorption at l00Yo followed by General Administration,
at 94.65%o, Economic and Financial Policy Formulation and

Financial Management Programm e at 64yo

8
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Figurre 2: Budget Absorption rate by Economic Classification/Programmes

Some of the challenges the National Treasury faced while implementing the 2018/19 budget
inclirde:-
. Lackof adequate funds to finance alt the budget requests by Ministries, Depaftments and

Agencies.
. Low absorption of Official Development Assistance (ODA).
. lnadequate Exchequer issues thus contributing to the pending bilI increment from

kstrs.z9.3u to I(shs.64.7b in FY2018/19.
. Jnadequate capacity of staff in some key technical Departments.

To surmount the above chailenges and ensure successful implementation of the National
Trehsury goals and objectives, the Ministry undertook the following:-
. 'Domestic borrowing to plug the financing gap created by non-performing revenue.
. Expenditure reduction strategies such as austerity measures and a ban on new projects to

lensure available money is used in completing old projects and prepared draft Public
I Investment Management Regulations.

o 
1 Strengthened capacity in public financial management to MDAs and County Governments
ito improve oversight of Public resources and Strengthened financial and fiscal relations
I between the nationaI government and county governments.

. I Enhanced the Government's cash management system to avoid undue pressure on payment
flows and interest rates, and reduce borrowing costs for the government and the private

, sector.
. I Promoted the Public Private Partnership initiatives to finance government capital projects.
. Engaged other developments partners for concessional loans and grants as well as pursued

te issuance of internationaI bonds to finance government projects

H UKUR YATTANT, EGH
AG. CABTNET SECRETARY
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STATEMENT OF THE PENSION FUND MANAGEMENT RESPONSIBILITIES

Section 8l of the Public Finance Management Act, 2012 and (section l4 of the State
Corporations Act, - (entities should quok rhe applicable legislafi)n under which they areregulated) require the Principal Secretary for ihe Nationai Treasury to prepare financial
statements in respect of that Asiatic ll/idows and orphans Pensions Fund, which give a true
and fair view of the state of affairs of the Asiatic lhidows and orphans pe:nsions Fund atthe
end of the financial year/period and the operating results of the Asiatic l4tidows andorphans Pensions Fund for that year/period. The Principal Secretary for the National
Treasury is also required to ensure that the Asiatic widows and orphans pensions Fund
keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Asiatic Widows and orphans Pensions Fund.The principal Secretary is also
responsible l'or safeguarding the assets of the Asiatic Widows and orphins pensions Fund.

The Principal Secretary for the National Treasury is responsible for the preparation and
presentation of the Asiatic Widows and Orphans Pensions Fund financial statements, which
give a true and fair view of the state of affairs of the Asiatic lilidows and orphans pensions
Fund for and as at the end of the financial year (period) ended on June 30,2019. This
responsibility includes: (i) maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting period; (iifmaintaining
proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the Asiattc llidows and Orphans Pensions Fund; (iii) designing,
implementing and maintaining internal controls relevant to the pr"pu.ution and fair
presentation of the financial statements, and ensuring that they are fiee from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the Asiatic
I(idows and orphans Pensions Fund; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are."uro*bl. in the circumstances.

The Principal Secretary for the National Treasury accepts responsibiliry for the Asiatic
lyidows and Orphans Pensions Fund financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformiry with International Public Sector Accounting Standards [lRSaS;, ana
in the rnanner required by the PFM Act, 2012 and (the State Corporations atq - Asiaric
I(idows and Orphans Pensions Fund should quote applicable legislation as indicated
under). The Principal Secretary for the National Treasury is of the opinion that the Asiatic
lyidows and orphans Pensions Fund financial statements give a true and fair view of the
state of Asiatic Widows and Orphans Pensions Fund transactions during the financial year
ended June 30, 2019, and of the funds financial position as at that date. The principal
Secretary for the National Treasury further confirm the completeness of the accounting
records maintained for the Asiatic l{idows and Orphans Pensions Fund, which have been
relied upon in the preparation of the funds financial statements as well as the adequacy of the
systems of internal financial control.

The Principal Secretary for the National Treasury to indicate that the Asiatic Widows and
Orphans Pensions Fundhas ceased its operation and is in the process of winding up.

10
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Approval of the financial statements

JULruS fvf[JIA, PhD, EBS
Principal Secretary

Date

The Asiatic Widows and Orphans Pensions Fund frnancial statements

Principal Secretary for the National Treasury "" 21lq/
were approved by the
2019 and signed.

cl

:0,)
rffizu
Assistant Accountant GenerallPension
ICPAK 6175

L'fts\'t" \t
Date.
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OF THE AUDITOR.GENERAL ON ASIATIC WIDOWS AND ORPHANS
PE N FUND FOR THE YEAR ENDED 30 JUNE, 2019 - THE NATIONAL

RY

R RT ON THE FINANCIAL STATEMENTS

Opirfrion

I hgVe audited the accompanying financial statements of the Asiatic Widows and
Orptrans Pension Fund set out on pages 13 to 29, which comprise the statement of
finarircial position as at 30 June, 2019, and the statement of financial performance and
the lstatement of cash flows for the year then ended, and a summary of significant
accdunting policies and other explanatory information, in accordance with the provisions
of {rticle 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I hafe obtained allthe information and explanations which, to the best of my knowledge
andibelief, were necessary for the purpose of the audit.

ln rlry opinion, the financial statements present fairly, in all material respects, the
finaircial position of Asiatic Widows and Orphans Pension Fund as at 30 June, 2019,
an( of its financia! performance and its cash flows for the year then ended, in
accprdance with Internationa! Public Sector Accounting Standards (Accrual Basis) and
co(rply with the Public Finance Management Act, 2012.

Basis for Ooinion
i

I

Th$ audit was conducted in accordance with lnternational Standards of Supreme Audit
lnsfitutions (lSSAls). I am independent of Asiatic Widows and Orphans Pension Fund
Mahagement in accordance with ISSA! 130 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the lSSAls and in accordance with other
eth]ical requirements applicable to performing audits of financia! statements in Kenya. !

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

Key Audit Matters
1

Kely audit matters are those matters that, in my professional judgment, are of most
sijnificance in the audit of the financial statements. There were no key audit matters to
re{ort in the year under review.

of the Auditor-General on the of Asiatic llidows and Orphans Pension Fund for the year ended

2019 - The National Treasury30
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Emphasis of Mafter

Failure to Wind Up the Fund

As reported previously, the Fund has been dormant since June, 2002 since the death
of the only surviving beneficiary. The Cabinet through memorandum dated
26 June, 2012 authorized the Attorney General, the Minister of State for Public Service
and The National Treasury to commence the winding up process of the Fund.
Subsequently, a task force was appointed by The National Treasury to wind up dormant
funds in August, 2015, which prepared a draft legal notice for the de-gazettement of the
Fund. As at the time of finalizing this audit, the process was yet to be completed.

My opinion is not qualified in respect of this matter

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, ! confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence ! have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSA! 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and overall
governance were operating effectively, in all material respects. I believe that the audit

Report of the Auditor-General on the of Asiatic Widows ond Orphans Pension Fund for the year ended
30 June, 2019 - The Nationql Treasury
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nce I have obtained is sufficient and appropriate to provide a basis for my
usion.

Res ibilities of Management and those Charged with Governance

Man nt is responsible for the preparation and fair presentation of these financial
in accordance with lnternational Public Sector Accounting Standards

sis) and for maintaining effective internal control as Management determines(Acc lBa
is nepessary to enable the preparation of financial statements that are free from material
missiatement, whether due to fraud or error and for its assessment of the effectiveness
of inlernal control, risk management and overall governance.

ln pdeparing the financial statements, Management is responsible for assessing the
Fun{'s ability to continue to sustain services, disclosing, as applicable, matters related
to sqstainability of services unless Management is aware of the intention to terminate
the Fund or to cease operations.

Manfgement is also responsible for the submission of the financial statements to the
Audi[or-General in accordance with the provisions of Section 47 of the
Public Audit Act, 2015.

ln afldition to the responsibility for the preparation and presentation of the financial
statqments described above, Management is also responsible for ensuring that the
actiriities, financialtransactions and information reflected in the financial statements are
in cQmpliance with the authorities which govern them, and that public resources are
applled in an effective way.

Thoge charged with governance are responsible for overseeing the financial reporting
prodess, reviewing the effectiveness of how the Fund monitors compliance with relevant
legi$lative and regulatory requirements, ensuring that effective processes and systems
are fn place to address key roles and responsibilities in relation to overall governance
and risk management, and ensuring the adequacy and effectiveness of the control
envi[onment.

Ruditor-General's Responsibilities for the Audit

Theraudit objectives are to obtain reasonable assurance about whether the financial
statbments as a whole are free from material misstatement, whether due to fraud or
errol, and to issue an auditor's report that includes my opinion in accordance with the
proriisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
conipliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of apsurance, but is not a guarantee that an audit conducted in accordance with lSSAls
will plways detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggiegate, they could reasonably be expected to influence the economic decisions of
usel"s taken on the basis of these financial statements.

neplrt of the Auditor-General on the of Asiatic l{idows and Orphans Pension Fund for the year ended
30 Jye, 2019 - The National Treasury
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ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internalcontrol in orderto give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems
in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and
submit the audit report in compliance with Article 229(7) of the Constitution. My
consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

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

a ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management's use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence

Report of the Auditor-General on the of Asiatic Ll/idows and Orphons Pension Fund for the year ended
30 June, 2019 - The National Treasury
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t"v
ned up to the date of my audit report. However, future events or conditions
cause the Fund to cease to sustain its services.

regarding independence, and to communicate with them all relationships
r matters that may reasonably be thought to bear on my independence, and

. $valuate the overall presentation, structure and content of the financial statements,
ifrcluding the disclosures, and whether the financial statements represent the
q[nderlying transactions and events in a manner that achieves fair presentation.

o pbtain sufficient appropriate audit evidence regarding the financial information and
husiness activities of the Fund to express an opinion on the financial statements.

. perform such other procedures as I consider necessary in the circumstances.

I conlmunicate with the Management regarding, among other matters, the planned
scop$ and timing of the audit and significant audit findings, including any significant
deficipncies in internal control that are identified during the audit.

la provide Management with a statement that I have complied with relevant ethical
requ
and
wh applicable, related safeguards

AU R.GENERAL

Nai

08 mber, 2020

of the Auditor-General on the of Asiatic Widows and Orphans Pension Fund for the year ended
2019 - The National Treasury
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National Treasury
Widows and Orphans pensiott Fund
and Ftnanciol Stotements

tlte year ended June J0, 20Ig

STATEMENT OF FINANCIAL PERFORMANCE FOR THE PERIOD ENDED3OTH JI.INE,2O19

Note 2018/2019 2017/2018

Kshs. IGhs

RECEIPTS

Dividend Income

Total Receipt

PAYMENTS

Payment of pensions

TOTAL PAYMENTS

SURPLUS/DEFICIT FOR THE YEAR

The Account
al

ncipal Secretary

2019 and signed by:

M. MUIA, PhD, EBS

ing policies and explanatory
of the financial statements.

notes to these financial statements are an
The financial statements were approved on

\

L. AMTIYI.INZU
Assistan t Accou ntan t Generat/?ension
ICPAK 6175

Date

13

Date
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Treasury
l{idows and Orphans Pension Fund
and Financial Statements

For e year ended June 30, 2019

6 STATEMENT OF FINANCIAL POSITION AS AT 30TH JUNE,2019

The accounting policies and explanatory notes to these financial statements form an
integral p.art of the financial
Az la L2ol9 and si

statements. The financial statements were approved on
gned by:

L. AMTIYUNZU
Assistant Accountan t General/Pension
ICPAK 6175

'rtl

*$P-
-ffis*. r*rro, PhD, EBs
Principal Secretary

2018t20t9 2017t20t8

Kshs Kshs.

CTJRRENT ASSETS

Amount recoverable from pensioners 9.1 1.616.470 1.616.470

NET ASSETS 1,616.470 1.616.470

FINANCED BY:

Government contributions 1,616,270 1,616,270

Personal contributions 200 200

1.616,470 t.616.470

Date

'bl

14
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Ir
l{idows and Orphans Penston Fund
and Financial Statements

For t year endecl June 30, 2019

7 STATEMENT OF CASHFLOW FOR THE PERIOD ENDED 3OTH JUNE, 2019

20t8t20t9 2017/2018

Notes Kshs. Kshs

pts for operating income

iscellaneous receipts

et Cash Flow operating activities

T INCREASE IN CASH AND CASH EQUIVALENT

ash and cash equivalent and BEGINNING of the year

h and cash equivalent and END of the year

The accounting policies and explanatory notes to these financial statements form an inteqral
part of ttre fin-ancial statementi. The hnancial statements were approved on A'7/ q /
2019 and signed by: ' /

JULruS M. MUIA, PhD, EBS L. AMTIYIJNZU

Principal Secretary Assistant Accountant General/Pension
ICPAK 6175

..\ 1-^o \ 
ot

Date

15
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NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
Asian Officers Family Pension Fund is established by and derives its authority and

accountability from Asiatic Widows & Orphans Act Cap 193. The entity is wholly owned by

the Government of Kenya and is domiciled in Kenya. The entity's principal activity is

dependant pension.

2. STATEMENT OF COMPLIANCE AND BASTS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the

measurernent at re-valued amounts of certain items of property, plant and

equipment, marketable securities and financial instruments at fair value, irnpaired

assets at their estimated recoverable amounts and actuarially determined liabilities at

their present value. The preparation of financial statements in conformity with
International Public Sector Accounting Standards (IPSAS) allows the use of
estimates and assumptions. It also requires management to exercise judgement in the

process of applying the Asiatic Widows and Orphans Pension Fund accounting

policies. The areas involving a higher degree of judgement or complexity, or where

assurnptions and estimates are significant to the financial statements, are disclosed in

Note 9.

The financial statements have been prepared and presented in Kenya Shillings,

which is the functional and reporting currency of the Asiatic Widows and Orphans

Pension Fund.

The financial statements have been prepared in accordance with the PFM Act, the

State Corporations and International Public Sector Accounting Standards (IPSAS).

The accounting poticies adopted have been consistently applied to all the years

presented.

3. SUMMARY OF STGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

The entity recognizes revenues from fees, taxes and fines when the

event occurs and the asset recognition criteria are met. To the extent

that there is a related condition attached that would give rise to a
liability to repay the amount, deferred income is recognized instead

of revenue. Other non-exchange revenues are recognized when it is
probable that the future , economic benefits or service potential

issociated with the asset will flow to the entity and the fair value of
the asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government

entities are measured at fair value and recognized on obtaining

16
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Interest income

control ofthe asset (cash, goods, services and property) ifthe transferis free from conditions and it is probabre that the economic benefitsor service porentiar rerated to the asser wiil flow to the .;;il, and canbe measured reriabry. Recurrent grants are recognized in thestatement of comprehensive income. Deveropmenucafiitat grants arerecognized in the statement of financial position and'realis'ed in thestatement of comprehensive income over the useful rife oiite assetsthat has been acquired using such funds

Revenue from exchange transactions

Rendering of services

The entity recognizes revenue from rendering of services byreference to the stage of compretion when thJ outcome of thetransaction can be estimated reriabry. The stage of comptetion ismeasured by reference to labour hours incurred to date as a
percentage of total estimated labour hours.

where the contract outcome cannot be measured reliably, revenue is
recognized only to the extent that the expenses incurred are
recoverable.

Sale of goods

Revenue from the sale of goods is recognized when the significant
risks and rewards of-ownership have been transferred to thi buyer,
usually on delivery of the goods and when the amount of revenue can
be measured reliably and it is probable that the economic benefits or
service potential associated with the transaction will flow to the
entity.

ii)

Interest income is accrued using the effective yierd method. The
effective yield discounts estimated future cash receipts ttrrougtr ttre
expected life of the financial asset to that asset,s net carrying amount.
Th. method applies this yierd to the principar orirtJnJing to
determine interest income each period.

Dividends

Dividends or similar distributions must be recognized when the
shareholder's or the entity's right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties
is accounted for on a straight-rine basis over the rease terms and
included in revenue.

77
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b) Budget information
There was no approved budget for Fy 20rg-20r9 by the Nationar Assembry.

Current income tax

current income tax assets and liabilities for the current period are measuredat jhe. 3.ogt expected to be recovered from or p;id io rhe taxarionauthorities. The tax rates and tax taws used to .o*put.'th" amount are thosethat are enacted or substantively enacted, at the reportinglu,. in the areawhere the Entity operates and generates taxable income.
current income tax rerating io items recognized directry in net assets isrecognized in net assets and not in the statement of financial performance.
Management periodically evaluates positions taken in the iax returns withrespect to situations.in 

.which applicable tax regulations a.e subject tointerpretation and estabrishes proviiions where app.Ip.iate.-- 
'

c) Taxes

Deferred tax

Deferred tax is provided using the liability method on temporary differences
befween the tax bases of assets and riabirities and ilr"i..uJying amounts forfinancial reporting purposes at the reporting date. J

Deferred tax liabilities are recognized for all taxable temporary differences,except in respect of taxable temporary differences associated withinvestments in controlled entities, associates and interests in joint ventures,when the timing of the reversar of the temporary differences can becontrolled and it is probable that the temporary diiferences will not reverse inthe foreseeable future.

Deferred tax assets are recognized for alr deductibre temporary differences,
the carry forward of unused tax credits and any unused tax losses. Deferredtax assets are recognized to the extent that it is probable that taxabre profitwill be available against which the deductible temporary aiir"r.n.es, and thecarry forward of unused tax credits and unused iax losses can be utilized,except in respect of deductible temporary differences associated withinvestments in controlled entities, ur.oaiutar-und interests in joint ventures,deferred tax assets are recognized only to the extent that it is probable thatthe temporary differences will ."r.rr. in the foreseeable future and taxableprofit will be available against which the tempora.y aiiierences can beutilized.

The carrying amount of deferred tax assets is reviewed at each reponing dateand reduced to the extent that it is no longer probable that sufficient taxableprofit will be available to allow all or part of the deferred tax asset to beutilized. Unrecognized deferred tax asseis are re-assessed at each reporting
date.and are recognized to the extent that it has become piJuur. that futuretaxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that areexpected to apply in the year when the asset is realized or the liability is

18
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settled' based on tax rates (and tax laws) that have been enacted orsubstantively enacted at the reporting;*..

Deferred tax relating to items recognized outside surplus or deficit isrecognized outside surprus or deficit.'D.f.;J ,;;"ilr;" recognized incorrelation to the underlying transacrio, i" net assets.

Deferred tax assets and deferred tax riabirities are offset if a regaryenforceable right exists to set ,ri.rrr"n, tax.assets against current incometax Iiabilities and the deferred ,u*"rillr,. to rhe same;;;r. entiry and thesame taxation authority.

Sales tax

Expenses and assets are recognized net of the amount of sares tax, except:

recoverabre from the taxation authorify, in which case, the sates tax isrecognized as part of the cost of acquisition of the ur.", o, as part of theexpense item, as applicable

d)

The net amount of sales tax recoverabre from, or payabre to, the taxation
i:'I"J[lJ:rii,'#'o as part or receivables or payabris in rhe statement of

Investment property

Investment properties are measured initiary at cost, incruding transactioncosts' The carrying amount incrudes the repiacem"rt'.oriorcomponents ofan existing investment properfy at the time that .o* 
-rJ^in"urred 

if therecognition criteria are met and excrudes the costs of day_to_day maintenanceof an investment property.

Investment property acquired through a non-exchange transaction ismeasured at irs fair varue at the date of ,.qrirlii"".';;;;"qu""r to initialrecognition, investment properties are measured using the cost model and aredepreciated over a 3O-year period.

Investment properties are derecognized either when they have been disposedof or when the investment propeiy is permarently withdrawn from use andno furure economic benllt or r.rri." plientiar is ;il;""d f-m its disposar.The difference betwe.en the net airpiirlroceeds and the carrying amount of
*:#i::ris 

recognized in the ;r*,;; or deficit in tr,"''p"riod or de-

tax included

Iffifil;J:. "0t to or from investment properrv onrv when there is a
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c) Property, plant and equipment

All property, prant and equipment are stated at cost ress accumurateddepreciation and impairment'losses. cost includes explnaiture that i, alr."ilvattributabre to the acquisition of the items. wrrJn significant parts ofproperfy, prant and equipment a1g required to ue reptad ; i";;ri"rr, ,t.entity recognizes such parts as individuar ;; *irr.r ,i,..ir.ic usefur lives anddepreciates them accordingry. Likewise, *h.n--u' major inspection isperformed, its cost is .ecognized in the .ur.ying aiount of the prant andequipment as a replacer.niif the recognition-criieria are satisfied. All otherrepair and maintenance costs ur. .."ogiir.o in sr.pirs or deficit as incurred.where an asset is acquired in a non-eichange t.unru"iion for nil or nominalconsideration the asset is initiary measured at its fair varue.

f) Leases

Finance leases are leases that transfer substantially all of the risks andbenefits incidentar to ownership of the reased it.r-lo'trr" Entity. Assets herdunder a finance lease are capitalized at the comm.n"L,,,.nt of the lease at thefair varue of the reased property or, if lower, 
"t 

rrr. p."r"nt varue of the futureminimum lease payments. The Entity urro ...og,iir", the associated leaseliability at rhe inception of the lease. it" tiuUititli.".ogrir"O is measured asthe present varue of the future minimum 'rease "payments at initialrecognition. subsequent to initial recognition, lease payments areapportioned between finance charges and reduction of the r.u." riuuiiitv ro 
^,to achieve a constant rate of intereit on the ."raininf bulun." 

"rir," 
iiiuj[ry.Finance charges are recognized as finance costs i, ;;d;. or deficit.

An asset held under a finance lease is depreciated over the useful life of theasset' However, if there is no reasonable certainty ttrai tr,e Entity will obtainownership of the asset by the end o!lhe lease te'rm, the asset is depreciatedover the shorter of the estimated usefur rife of the urr"luna the lease term.operating leases are leases that do not transfer substantially all the risks andbenefits incidentar to ownership of the reased it", io irr" Entity. operatingIease payments are recognized as an operating expense rn surprus or deficiton a straight-line basis over the lease term.

Intangible assets

Intangible assets acquired separately are initially recognized at cost. The costof intangible assets acquired in a non-exchang. trunri.tion is their fair valueat the date of the exchange. Foilowing initiai ,;d;i,;;;, intangibre assetsare carried at cost less any accumulate d amortiZation ana accumulatedimpairment Ioss.es. Internaily generated intangibre assets, excrudingcapitalized deveropment costs, *" not capitariied and expenditure is

;;lr"..rr"T 
in surplus or deficit in the period in which the expendl,*. ;;

The useful life of the intangible assets is assessed as either finite orindefinite.

s)
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ent costs

The Entity expenses research costs as incurred. Deveropment costs on an

::*:,irTi,project 
are recognized as intangible assers *tr, ,f,. Entity can

be available for use or sale

potential

Following initial recognition of an asset, the asset is carried at costless any accumurated amortization and u""ururui"d impairmentIosses' Amortization of the asset begin, *n.n J"veropment iscomprete and the asset is avairabre for rse- rt rc un Jnized over theperiod of expected future benefit. During tne perioa Jf deveropment,the asset is tested for impairment annuary with any impairmentlosses recognized immediatlly in surplus or deficit.
i) Financial instruments

Finoncial assets

Initiol recogrtition ancl measurenrcnt

Financiar assets.within the scope of IpSAS 29 Financial Instruments:Recognition and Measurement are crassified u, nnun.iur assets at fairvalue 
. 
through surprus or deficit, roans and ....iuuur.r, herd-to-maturity investments or avairatre-for-sare nr"r"i"r assets, asappropriate' The Entity determines the classificrii"" 

"r 
its financialassets at initial recognition.

Loans and receivables

Loans and receivabres are non-derivative financiar assets with fixedor determinabre payments that are not quoted in an active market.After initial measurement, such financial urr.t, ur"*rrur"quently
measured at amortized. cost using the effective i*ri"r, method, Iessimpairment. Amortized cost is ca'icurated. by t"ki;;l;;o u..orn, unydiscount or premium on acquisition and fees or costs that are anintegral part of the efrective interest rate. Losses arising fromimpairment are recognized in the surplus or deficit.

Held-to-maturity

Non-derivative financiar assets with fixed or determinabre paymentsand fixed maturities are crassified as herd ,"r"ir.iry *i"n the Entityhas the positive intention and abirity to hord it to ,uir.ity. Afterinitial measurement, herd-to-maturity investments are measured atamortized cost using the effective interest method, ress impairment.
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f, tr*fl {".'.$,:i:.J;:rf l!l!5,,T:U:ij,::,it#n:i::;:::;f#i; :l[l:T #:e; o:ll;' 
o"" l'i,i,,e ;;,;' i, pu],, rnt ui.

I mp o i rme n t of /i na n c ia I asse ts
The Entityassesses at each reporting date whether there is objectiveevidence rhar a financiar urri, o, u, .rtitf-oifinanciar assets isimpaired' A fi_nanciar urr.i o.?"ntity ornrai.ilr ur.o, is deemed tobe impaired i[ and onrv i{ ir,".. r, ;fi;;;;;i;;" orimpairmentas a resurt of one or more events thai has 

";";;;; after the initiarrecognition of the asset (an incurred ,rorr rro,t;ju',i ttut loss eventhas an impact on-the estrrut.i-irture. cash fro*; ;i;il. financiar assetor the entity of financiat ur."t, ttrat can u""r"ilury estirnated.Evidence of impairmer, r"y ir";rde the forowing indicators:
I mpa irme nt of lin a n c ial osse ts (Co n t in ue d)

reorganization enter bankruptcy or other financial

"".ilrrilij,,li€*il',iiges 
in arrears o, ."onorl. Lnditions thai

Financiar liabirities within the scope of IpsAS 2g arecrassified as financiarliabitities at fair varu.e rhrougr, ,r.irr, 
"r 

deficit 
".1;;;;; borrowings, as;iffiiJ?::;li,:::'" aeteimines'ttre ctassincation';;,;;",ciar 

riabirities

All financiar riabirities are recognized initiarJy at fair varue and, in the case ofloans and borrowings, prus airezii, 
"iriLr"ure rransa*ion cosrs.Loans ancl borrowing

After initiar recognition, interest bearing loans and borrowings aresubsequentry measu'red ,, "r"nir.i.JJ ,.iig trr. 
"rr..ii"" interest method.Gains and losses are.recognizeo in surptus orleficit *rr"r-,r,. Iiabirities are

lrti:::r1'''ed 
as well " ,-n."rgi'in.".fi".,,re inrerest me*roo amortization

f ;fi',",l, ffi ' ff "[:j':'.' 3,,,; ifii ;.,: : :. ?].1t 
anv d i s c o un t or p rem i u m

interest rate. wvrLJ Lrar are an tntegral part of th" Lffa"tir"

Financiol tiabitities

Initial recognitiott ond measurement
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i) Inventories

Inventory is measured at cost upon initial recognition. To the extent
that inventory was received through non-exchange transactions (for
no cost or for a nominal cost), the cost of the inventory is its fair
value at the date of acquisition.

Costs incurred in bringing each product to its present location and
conditions are accounted for, as follows:

method

and labour and a proportion of manufacturing overheads

based on the normal operating capacity, but excluding
borrowing costs
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After initiar recognition, in_ventory is measured at the rower of costand net rea,zabre varue. HoweJer, io tn. extent that a crass ofinventory is distributed or deproy.i ; no charge or for a nominalcharge, that class of inventory is'measurea at the lower of cost andcurrent replacement cost.

Net realizabre varue is the estimated seiling price in the ordinarycourse of operations, ress the estimated costs of compretion and theestimated costs necessary to make the sare, exchange, or distribution.

Inventories are recognize.d as an expense when deployed lorutilization or consumpiion in the ordinary course of operations of theEntity.

j) Provisions

Provisions are recognized when the Entity has a present obrigation(legar or constructive) as a resurt of a jast event, it is probabre that anoutflow of resources 
. 
embodying economic benefits or servicepotential wiil be required to 

-sethe 
the obrigati", 

""0 a reriabreestimate can be made of the amount of the obliga,ion.

where the Entity expects some or a1 of a provision to be reimbursed,for example, under an insurance contract, the reimbursement isrecognized as a separate asset only when the reimbursement isvirtually certain.

The expense relating to any provision is presented in the statement offinancial performance net of'any reimbursement.

Co nti ng e nt I ia b i t ities

The Entity does not recognize a contingent riabirity, but discrosesdetails of any contingencies in the notes to the financial statements,unless the possibirity of an outflow of resourc.r--"ruoaying
economic benefits or service potential is remote.

Contingent assets

The Entity does not recognize a contingent asset, but discroses detairsof a possible asset whose existence is."onting"nt on the occurrence ornon-occurrence of one or more uncertain iuture .u.n,r-noi'whoilywithin the contror of the Entity in the notes to the financialstatements. contingent assets are assessed 
"ontinuutiy to'lnrr." tr,utd^evelopments are appropriatery reflected in the financiar statements.If it has become virtually 

"..tuin 
that an inflow of economic benefitsor service potentiar wiil arise and the asset,s varue can be measuredreliably, the asset and the rerated ,"*r. are recognized in thefinancial statements of the period in which the change occurs.
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k) Nature and purpose ofreserves

The Entity creates and maintains reserves in terms of specific requirements.

Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

) Employee benefits

r)

m

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund), and will have no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all
ernployee benefits relating to employee service in the current and prior periods. The
contributions to fund obligations for the payment of retirement benefits are charged
against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit rnethod basis. Deficits identified are recovered through lurnp sum payments or
increased future contributions on proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange
on the date of the transaction. Trade creditors or debtors denominated in foreign currency
are reported at the statement of financial position reporting date by applying the exchange
rate on that date. Exchange differences arising from the settlement of creditors, or from
the reporting of creditors at rates different from those at which they were initially
recorded during the period, are recognized as income or expenses in the period in which
they arise.

o) Borrowing costs

Borrowing costs are capitalized against qualifoing assets as part of property, plant and
equipment.

Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement
of fi nancia I performance.
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p) Related parties

t)

30,2019

The Entity analyses all aspects of service concession arrangements that it enters into indetermining the upp.op.iut" accounting treatment and disclosure requirements. Inparticular' where a private party contributes an asset to the ar.angement, the Entityrecognizes that asset when, and only when, it controls or regulates the services theoperator must provide together with the asset, to rvhom it must provide them, and at whatprice' In the case of issets other than 'whole-of-rife' assets, it 
"onirotr, throughownership, beneficial entitlement or otherwis. _ ur,), .ignin.unt residual interest in theasset at the end of the arrangement. Any. assets ,o ,l"og"nired are measured at their fairvalue' To the extent that an asset has- been recognir"?, the Entity also recognizes acorresponding liability, adjusted by a cash consideraion puia or received.

r) Cash and cash equivalents

The Entity regards a related party as a person or an entity with the ability to exeft controlindividually or jointly, or to exeicise s'iglnificant influence over the Entity, or vice versa.Members of key management are regarded as relatea purti., and comprise the directors,the CEO and senior managers.

q) Service concession arrangements

cash and cash equivarents comprise cash on hand and cash at bank, shon_tenn deposits oncall and highly riquid investments with an originar r*uriy or,n;;;;;;;r';i;;., whichare readily convertible to known amounts of cash and are subject to insignificant risk ofchanges in value' Bank account balances include amounts held at the central Bank ofKenya and at various commercial banks at the end of the financial y"u.. no. tn" purposesof these financial statements, cash and cash equivur"nt, uiro include short term cashimprests and advances to^authorised public officers unai6 institutions which were notsurrendered or accounted for at the end of the nrun"ial.".'

Comparative figures

Where necessary comparative figures for the previous financial year have been amendedor reconfigured to conform to the required changes i, p*r.ri.rio".

Subsequent events

There have been no events 
-subsequent 

to the financial year end with a significant impacton the financial statements for the year ended June 30, iOtg

s)

26



a

a

9 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
The preparation of the Entity's financial statements in conformity with IpsAS requiresmanagemenr to make judgmenrs, estimates a:g. ?ril;tions triat ;a;;ihe reportedamounts of revenues' expenses, assets.and liabiliri.., u,io the Jis;l;su;;"ol'contingentliabilities' at the end of the *p"rii"g p"riod. Howe".., ,*rn inty about these assumptionsand estimates courd resurr in ou,"o'*!r rhat require u ,u*iur 

"djrri;;;;; il" .u.rying
:frTJ,T,,rffiffih:lJ:;0"', arrected i, R tu." fe.i"l'.i"" "lii;;;;;,ts, estimatei

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertaintyat the reporting date, that have"a rifii,";;; il;;;Jril; a materiar adjustment ro thecarrving amounts of assets ano lia6iiiii;; ffi;;ffi-f financiar year, are describedbelow' The Entitv based its ilfi;;;s and estim!1"r'or-pr.ameters avairabre when theconsolidated financial statements *"r. p."pured. Howevei, existing circumstances andassumptions about future deveropmenr, 
^ Tur- change due to market .hung", orcircumstances arising beyond tr,. 

"oni.ol 
of the En;it. h; changes are refle*ed in theassumptions when they occur. IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators toinform potential future use and value from disposal:

The nature of the processes in which the asset is deployed
Availability of funding to replace the asset
Changes in the market in relation to the asset

Provisions were raised and management determined an estimate based on the informationavailable' Additionat disclosure orinese estimates orfrori.iors is included in Note 9.Provisions are measure,d at the 
.management's best estimate of the expenditure required to

ffl:,:?:"ltligation 
at the reportirg aaie, and are discountedlo present varue where the effect

Fund

ovrP sions
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NOTES TO THE FINANCIAL STATEMENTS

9.I OYER CONTRIBUTION TO FUND SUSPENSE

2018/2019 2017/2018

IGhs. Kshs.

Over contribution to fund(deficiency) suspense 8,1 l3 8,1 13

Accumulated excess expenditure over income 1,609,357 1,609,357

1,616,470 1,616,470
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l0 PROGRESS ON FOLLOW UP OF ATIDITOR RECOMMENDATIONS

following is the summary of issues raised by the externar auditor and management
mments that were provided to the auditor. We have nominated focal persons to resolve therous lssues to be resolved

MUIA, PhD, EBS
I Secretary t Accountant General/Pension

ICPAK 6175

Date Date.

Referr
on the
Audit

nce No.
External
Report

Issue/Observations
from Auditor

Management
comments

Focal Point person
to resolve the issue
(Sltem nyakutu)

Status:
(Resolved/|,{ot
Resolved)

No ma
issue u
during
audit o

financi
statemr
20t7tzt

terial
as noted
the
f
al

:nt of
)18
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