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I. KEY PFRF INFORMATION AND MANAGEMENT

(a) Background information

'Ihe Prison Farms Revolving Fund (PFRF) is domiciled in Prison Enterprises Farm section of
the Kenya Prisons Service. The Fund was established by Legal Notice No. 87 of the

Exchequer and Audit Act (Cap 412) Regulations, 1992.The Prisons Enterprise is situated at

headquarter in Nairobi and has branches in 87 agricultural prisons country wide.

The Exchequer and Audit Act CAP 412, section 34(l) and 36 of the Legal Notice Act No 87.

requires the Officer administering the Fund to prepare financial statements in respect of that

Prison Farms Revolving Fund, *ni"n gives a true and fair view of the state of affairs of the

Fund midyear and at the end of the financial period on operating results of the Fund for that

(b) Principal Activities

The principal mandate of the Prison Farms is to train and rehabilitate prisoners and inmates,

procure necessary raw materials, tools, plants and equipment required thereof and offer for

sale finished products in the market.
. VISION : A correctional service of excellence in Africa and beyond
. MISSION: Containment of offenders in humane and safe conditions in order to

facilitate responsive administration of justice, rehabilitation, social

integration and community protection
. MOTTO : Rehabilitation and Justice

OUR CORE VALUES

Fairness and Equality to all within the law
Integrity
Team work and collaboration
Loyalty
Gender scnsitivity
Discipline
Meritocracy
Leadership by example

year.

The Officer is also required to ensure that the Frison Farms Revolving Fund keeps proper

accounting records whith disclose with reasonable accuracy the financial position of the Fund

and safeguarding the assets ofthe Fund'

(c) Key Management

The PFRF's day-to-day management is under the following key organ:

Ministry of Interior and Co-ordination of National Government

Principal Secretary, State Department for correctional Service

l.
2.

3.
4.

3.

6.

7.

8.

Commissioner General
Kenya Prisons Service
Director
Prison Enterprises

2ll'agc'
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Deputy Director - Prison Farms
(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30th June
2017 and who had direct fiduciary responsibility were:

No. Designation
Principal Secretary
State Department of
Correctional Service
Principal Secretary
Commissioner
General of Prisons
Service
Director of Prisons
Enterprise
Deputy Director
Prison Farms

Name

Amb.Richard T. EkBi(phD),CBS

Micah P. Powon, CBS

Isaya M. Osugo,CBS, CGp

Josphat K. Ituka,MBS, ACGP

PatrickKariri, MKIM

2

3

4

5

(lnclude all positions regarded as top management in your organisation).

(e) Fiduciary Oversight Arrangements

Audil and flnonce committee activities
The purpose of Internal Audit is to assist an organisation in accomplishing its objectives by bringing
a systematic, disciplined approach, to evaluate and improve the effectiveness of risk ,,unug.*.n], 

-

control, and governance processes. In accordance with Public Financial Management Act (Z0lZ)
Regulations [Section 165], the main purpose of the Audit Committee shall be to provide oversight
over the issues of risk management, system of internal control and govern*.. und associated
assurance' The responsibility over the management of risk, control and governance processes remains
with the management.

The Audit Committee shall also oversee the process of follow up on the implementation of the
recommendations proposed by the internal and extemal auditors respectively.

CORE FTJNCTIONS;
* Establishing the governance mechanisms of the Enterprise and ensure for transparency and

^ accountability with regard to the finances and assets;
'!' Conducting risk-based, value-for-money and systems audits aimed at strengthening internal

control mechanisms that could have an impact on achievement of the strategic objJctives of
the Enterprise;

* Verifying the existence of assets administered by the Enterprise and ensuring that there areproper safeguards for their protection;
* Providing assurance that appropriate institutional policies and procedures and good business

practices are followed by the Enterprise;
* Evaluating the adequacy and reliability of information available to management for making

decisions with regard to the Fund and its operations.
* Account for results of the audit ofthe financial statements and the related report therein and,if applicable, a report on changes during the year in accounting principles and their

application.

"?' 
Report on significant changes to ttr.e audit plan, if any, and any serious disputes or difficulties
with management encountered during the audit. Inquire abouithe 

"oop.ruiion 
received bt d;
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outside auditors during their audit, including access to all requested records, data, and

information.
* Ask the outside auditors if there have been any disagreements with staff that, if left

unresolved, would have caused them to issue a nonstandard report on the organization's

financial statements.
t Obtain annually from the outside auditors a letter regarding the adequacy of intemal controls

(0 PFRF Headquarters
MAGEREZA House
Bishop Road - Upperhill
P.O. Box 30175-00100
Nairobi, KENYA

llegistered Office
Teleposta Building
Kenyatta Avenue
P.O. Box 30478-00100
Nairobi, KENYA

(g) PFRF Contacts
'f elephone : (25 4) 20 -27 22900 -6

E-mail : commissioner.prisons. go.ke

Website: www.go.ke

(h) PFRF Bankers' Central Bank of KenYa
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(i) Independent Auditors
Auditor General
Kenya National Audit Office
Anniversary Towets, University Way
P.O. Box 30084
GOP 00100
Nairobi. Kenya

fi) Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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II. THE BOARD OFMANAGEMENT

Board Members photo and name. Board Members key qualillcations and work experience.

Amb. Richard T. Ekai, PhD, CBS
Principal Secretary

Principal Secretary for State Department for Correctional
Services, Ministry of Interior and Coordination of National
Govemment

Principal Secretary for State Department for Sports, Ministry of
Sports, Culture and The Arts (Dec. 201 5 - March 201 7)
Principal Secretary for Sports, Culture and The Arts, Ministry of
Sports, Culture and The Arts (Sept.20l4 - Nov 2015)
Principal Secretary for Mining, Ministry of Mining
(June 2013 - Sept. 2014)

Dean of the Diplomatic Corps (2012 - 2013): Coordinated
engagements between the Diplornatic Corps and the Royal
govemment

Ambassador/Head of Misgion (July 2006 - June 2013)
Personal Representative ofthe Head ofState ofthe Republic of
Kenya in Thailand, Cambodia and Vietnarn
Lecturer, Moi University (2001 - 2006)
Energy Researcher, ISFH Germany (1997 - 2001 )
Fellowships & Scholarships

o Deutsche Akademische Austausch Dienst (DAAD)
Scholarship, Institute for Solar Energy Research (ISFH)
Hameln/Emmerthal, University of Hannover, Germany
(1996 - 2000);

r Intemational Program for physical Sciences (lppS)
Fellowship. Solar Energy Group, Department of physics,

University of Dar Es-salaam (May _ July 1995)
RESEARCH & PUBLICATIONS

o Book : Written a book on structured Silicon Solar Cells
e Papers : Published several papers in Journals and

Conferences

o Research : Factors affecting the performance of NSE
EDUCATIONAL BACKGROUND

o PhD (Solar Energy), University of Hannover, Germany
(1997 _ 2000)

o MBA (Strategic Management & Finance), Moi
University
(2004 - 2005)

. MPhil (PhysicsA.luclear & Solid States), Moi University
(1ee3 - l9e6)

o BSc (Physics & Mathematics), Moi University (l9gg _

1991 )
PROFESSIONAL SKILLS

. Renewable Energies, Institute for Solar Energy Research
(ISFH) Hameln/Emmerthal, University of Hannover,
Germany

o MBA in Strategic Management and Finance, Moi
University

o Sustainable Environmental Management, Kenya Institute
of Administration

o German Language, Goethe/Bremen University, Bremen,
Germany.

5lPage
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Joined thc Kenya Police Force on l't July, 1978 and worked in the

Criminal Investigation Department on the following capacities:
* Scene of Crirne Officer
* District Criminal Investigation Officer
* Provincial Crirninal Investigations Officer
Appointed Commissioner of Prisons in 2008 and elevated to

Comrnissioner General of Prisons (CGP) in 2014. During my
tenure office as commissioner General of Prisons, I have been

instrunental in prison refonns which include among others;
* Reorganization ofthe service
* Professionalization of the service,
* Expansion and modemization of prison facilities
* Review of rehabilitation and reformation programs
* Review and reorganization ofsecurity ofprisolrs

Qualifications:
* Ordinary Level of Education
* Professional Courses in security Management
* Admlnistration and Management Course

Mr. Isaya M. Osugo, CBS (CGP)

Commissioner General of Prlsons

6lFage
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Mr. Jmephat K Ituka,MBS,lACGpl

Enlisted in Kenya Prisons Scrvicc in 1985 as Chicf Oflicer One
(COI) and risen through ranks to the curent rank of Assistant
Commissioner Gcncral of Prisons (ACGP). Has served in Kenya
Prisons Scrvice for over 32 years in thc following capacities:
* Duty Officer
I Courts Oflicer
* Documentation Officcr
* Dqruty OIIiccr in Charge

] pffrcer in Charge Shimo Anno<s Isiolo. Eldonet and Kakamega
Priscxrs
* Dcpury* Provincial Prisons Commander
* Depu{v Director Administration. Research & Stati*ics* I)irector Rcforms and Planning, Gendcr and NGO Coordination.
Inspcctions urd Complaints and prison Iinterprises
+ Serviccd in Ilnited Nations Mission in Libc;ia(UNMIL) as a
Conectional Adviser for l8 months

Qua[Iications:
r MA(Inbmetinnal Conflict Menagemcnt) UON 2010
' BA(Hons) UON 1985

Mr. Patrick tGrin, MKIM
Deputy [Xrecbr prison Farms

Expericnce:

Has l7 years related work expcricnce in thc privatc sector having
u'orked in the following Cornpanies:

r Socfuraf Co. Ltd :

C of fee [.],statcs Manager
r Sigona Golf Club:

Golf Course and Administration Manager
o Riara Group of Schools:

Estates Managpr
IIas 8 rcars relatcd work expcr-iencc in the public sector having
ll'orked in the folhwing Government departments:

o State House :

Principal Gardens ldanager in-charge of all State Houses
& Lodgcs.

. Kcrrya Prisons Scrvicc:
Dcputy Director In-chargc of prison Farms

Ouelifications:
1. MBA - Stratcgic Management (KcMU)
2. Bsc. Agricultural Engineering (IoN)
3. ['ull Member. Kenya Institute of Management (MKM)

TlPa.ue
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UI. STATEMENT OF OFF'ICER ADMINISTERING TIIE FI]ND RESPONSIBILITIES

The Exchequer and Audit Act CAP 412, section 3a(l) and 36 of the Legal Notice Act No 87, require

the Officer administering the Fund to prepare financial statements in respect of that Prison Farms

Revolving Fund, which give a true and fair view of the state of affairs of the Fund at the end of the

frnancial period and the operating results of the Fund for that year. The Officer administering the

Fund is also required to Lnsure that the Pison Fanns Revolving Fund keeps proper accounting

records which disclose with reasonable accuracy the financial position of the Fund. The Officer

administering the Fund is also responsible for safeguarding the assets of the Fund-

The Officer administering the Fund is responsible for the preparation and presentation of the Prison

Iiarms Revolving tr-und financial statements, which give a true and fair view of the state of affairs of
the Fund for and as at the end of the financial year (period) ended on June 30, 2017. This

responsibility includes: (i) maintaining adequate financial management arrangements and ensuring

that these continue to be effective throughout the reporting period; (ii) maintaining proper accounting

records, which disclose with reasonable accuracy at any time the financial position of the PFRF; (iii)
designing, implementing and maintaining intemal controls relevant to the preparation and fair

pres-ntation oithe financial statements, and ensuring that they are free from material misstatements,

whether due to error or fraud; (iv) safeguarding the assets of the Fund (v) selecting and applying

appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the

circumstances.

The Officer administering the Fund accepts responsibility for the Prison Farms Revolving Fund

financial statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgments and estimates, in conformity with International Financial Reporting

Standards (IFRS), and in thl manner required by the PFM Act. The Offrcer administering the Fund is

of the opinion that ttre prison Farms Revolving Fund financial statements give a true and fair view of
the state of F-und transactions during the financial year ended June 30, 2o17 , and of the Funds financial

position as at that date. The Officer administering the Fund further confirms the completenes of the

accounting records maintained for the Prison Farms Revoh,ing l,imd which have been relied upon in

tlre preparition of the Funds financial statements as well as the adequacy of the systems of intemal

financial control.

Nothing has come to the attention of the Officer administering the Fund to indicate that the Prison

I,arnts Revolving Fund will not remain a going concem for at least the next twelve months from the

date of this statement.

Approval of the financial statements
statements were approved by the Principal Secretary

20r7
The Prison financial

lntenor

PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICES

COMMISSIONER GENERAL
OF PRISONS

MBS
DIRECTOR OF PRISON

ENTERPRISES

\

R T. Ekai ), CBs Isaya M. OsugorC

8ll)luc'



KENYA PRTSON SERVICE (PFRF)
Reports and Financial Statements
For the year ended June 30r 2017

ry. REPORT OF THE CHIEF EXECUTIVE OFFICER

STATEMENT BY THE PRINCIPAL SECRETARY

I am happy to note that the Prison Farms Revolving Fund has continued to meet its set purpose and
objectives of providing funds required for the development and running of prison farms for
agricultural training of prisoners and inmates since its establishment in 1993. During the year under
review, the fund realized a gross profit of Kshs. 95,3381915.00. The net asset base of the fund also
increased from Kshs. 403,713,463.68 to Kshs 432,0lg,7s7,16.lndeed this was a greatimprovement
in the operations of the fund.

This impressive financial performance of the fund indicates that prison farms are increasingly
supplying more food to the prisons as food and ration. This year alone, food worthy
Kshs'204, 003'179.50 was supplied to prisoners' food and ration from prison farms. This a clear

indication that prison farms revolving fund is on course to achieve our strategic objective of making
prisons self sufficient in food production.

I take this opportunity to sincerely thank the Commissioner General of prisons and his management
team for instituting prudent measures to ensure that the fund continued to grow and meet its set
objectives. I urge prison department to double its efforts to ensure that the fund not only fulfrls its
purpose but also produce adequate food to feed the entire prison population and ensure that prisons
are self sufficient in food production.

Besides the Prison farms producing food for inmates it makes valuable contribution to the economy
of the country through coffee and tea farming.

9lPage



V. CORPORATEGOVERNANCESTATEMENT

'l'o irnprove on quality of products and services the department has been engaging in undertaking the

market research to determine the needs, tastes and preferences of the consumers and use of the

feedback to develop improved products and services.

To enhance corporate governance and improve on processes the department ensured continued

compliance with the leial and regulatory iramework established by the Government in order to

promote sustainable business practices.

In strengthening institutional capacity the department achieved much progress geared to enhance the

institutiinal capacity to serve the 
-inueased 

needs and demands of our valued customers' The

departrnept continues to invest in human capital investment to ensure that we affract and retain

coinpetent a1.1d skilled employees. This has resulted in improved productivity levels.

Furthermore, in order to enhance the reporting and mitigation of the material risks impacting on the

fir.rancial condition of the fund, the Autlhoritiei are engaged in introduction of cashless collection of

revenue to enhance the implementation of the risk based supervision rnodel'

'l'lre industry and markets in Kenya are still evolving; the changing legal, social and political

environment presents avenues for product development and innovation. The reforms within the

government legal and structur", fo, example, have significantly increased the responsibilities,

inarkets and therein some risks that the directors face in running their finns.

The management shall continue to work closely with the various stakeholders to ensure the

development and growth of the fund, coupled with the requisite dynamic and efficient regulation and

KENYA PRISON SERVICE (PFRF)
Ileports and Financial Statements
For the vear cnded June 30, 2017

supervision.

The number of creditors increased as we endeavoured to meet the demand to execute our core

mandate of training prisoners and also fulfil the market demand of our customers. This carne about

due to non wiring fund monies left with our former ministry. The management is still pursuing the

matter with the relevant authorities.

l0 ll'}agc
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VI. MANAGEMENT DISCUSSION AND AIIALYSIS

STATEMENT BY THE COMNIISSIONER GENERAL OF PRISONS

The establishment of Prison Farms Revolving Fund in 1993 has provided the much needed suppoft
for prisons farming activities by ensuring timely and reliable source of money required for
procurement of farm inputs. During the year under review, the fund supported farming activities in
87 agriculturalprisons across the country and offered agricultural training to over 10,000 prisoners in
various fields. Rehabilitation of prisoners through agricultural training in modern farming methods
and technology is one of the most appropriate training for prisoners as agriculture is the backbone of
Kenya's economy. Prisoners who benefit from agricultural training in prison farms leave prisons with
sufficient and relevant skills ready to be absorbed and integrated into the fast growing agricultural
sector' This does not only provide chance for prisoners to get employment but also contribute to
national food security and poverty reduction in line with vision 2030
Food produced from prison farms is supplied to prisoners ration and paid for by the department at
subsidized cost and the money realized recycled to the fund for further training and food production.
In the last frnancial year alone, prison farms supplied to the prisoners food and ration food worthy
over Kshs'204r003,179.50. This has helped prisons to reduce the cost of feeding prisoners and ensure
fresh and nutritious supply of food for prisoners. However, food supplied to prisoners food and ration
from prison farms is just a drop in the ocean. Food requirement in prisons is one of the biggest
concerns for the government today and prison farm have a great opportunity to fully utilize all
available land and prisoners labour to bridge this gap.
The growth witnessed in the fund during the year under review is commendable. Surplus funds
realized in the operation of the fund will be ploughed back into the farming activities to expand and
improve on prisoners training program and food production to ensure that prisons become food self
sufficient in the very near future.

11 lPage
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VII. CORPORATE SOCIALRESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

In executing its mandate, the Kenya Prisons Service, Prisons Enterprises revolving fund is committed

to behaving ethically and responsibly, to contribute to economic development while improving the

quality of life of its immediate clients (prisoners), employees and their families as well as the local

community, national government and the society at large.

The Directorate Prison Enterprises (DPE) is the corporate division of the Department that manages

ipdustry business units in most of the State's prisons. It employs an average of 5,000 prisoners per

day throughout the State's facilities.

The development of a work ethic is regarded as signifrcant prisoner rehabilitation issue. DPE fosters

work ethics, develops prisoner skills and trains prisoners in modern work techniques.

pE's workforce covers a broad range of processing operations including woodwork, metalwork,

spray painting, general engineering and assembly textiles which contributes to the Department's

needs in the provision of clothing.

pE operates under a very clear directive to avoid competing with main stream business, but seeks

opportunities rhat will deliver vocational training in an environment supervised by suitably qualified

trades-people. Many prisoners are trained and receive qualifications endorsed by the National

lndustrial Training Authority CNITA).

At the moment, the main focus of our corporate Social Responsibility (CSR) activities and projects is

i. the area of promoting the impaction of technical knowledge to incarcerated prisoners. Our CSI{

policy also covers community relations, national events, education. and support to national disaster

mitigation efforts.

Some of the Authority's most notable CSR activities include, provision of furniture to ASK during

trade fairs. provision of tool kits and start-up furniture to released prisoners, repair and maintenance

of furpiture for prison's churches, primary and secondary schools, maintaining the national

presidential Dias, donation of items during the annual unifonned discipline forces thanksgiving

prayer ceremonies etc"

The Enterprise shall continue to forge public private sector partnerships to ensure that it uplifts the

society.

12 ll'}agc
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VIII. REPORT OF THE DIRECTORS

STATEMENT BY DIRECTOR OF PRISONS ENTERPRISES

The Kenya Prisons Enterprises comprise of Prisons Farms and Industries. prison Farms operate under
the Prisons Farms Revolving Fund established by Legal Notice No. 84 of the Exchequer and Audit
Act (Cap 412) Regulations, 1993.
During the financial year 201612017, the operations of prisons farms revolving fund remained
focused on the set purpose and objectives. As a result, the performance of the fund was impressive.
Prison farms remained as centres of training and learning for prisoners and by extension
demonstration farms for the local communities. The number of prisoners joining agriculturaltraining
in various fields increased from to 12,850 in 201512016 to 13,800. Besides employing technical
agricultural prison officers in the training programme, prison farms also partnered and collaborated
with nongovernmental agro-business organizations key among them being Faraja Trust, Resource
Oriented Initiative (Rodi) and local universities. The joint collaboration enriched the training
program, exchange of best practices and lessons learnt in the field of agriculture.
During the year under review, prison farm also experienced great expansion and intensification of
farming. Land under cultivation is purposed to be increased from 4, 050 acres in the current financial
year though in unit production it increased by between 20Yo to 23oh indifferent agricultural activities.
Generally the year 2015/2016 has seen marked improvement for prison farms. The year,s
performance has set a benchmark and plans have been formulated and piloted to scale up food
production from prison farms for prison's food self- sustainability.

13 lPage
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STATEMENT BY TIIE DEPUTY DIRECTOR FOR PRISON FARMS

During the financial year ended 30th June 2017, 89 Prison stations were involved in various

agricultural activities for which they were funded through the Kenya Prisons Farms Revolving Fund

(pFRF). An amount of Ksh 511473,381.82 was expended as operating costs during the year for all the

prison stations. Unlike previous years, this year' debts owed to the Farms revolving Fund by the

prisons Food & Ration have been provided for in the financial statements hence the expenditure for

the year was catered for by the revenue generated during the year making a surplus ol'

Ksh.43,865,533.18.

The suspense account has remained unchanged for the last 8 years but efforts put in place this year

have reduced the balance to Kshs. 80,321.76 inthe comprehensive statement of financial position.

'l'he object and purpose of the fund is to provide funds required for the development and running of
prison farms fortraining and rehabilitation of prisoners and inrnates. Sale of farm produce is open to

Government ministries or Departments, County governments, state corporations, private

organizations and individuals. Farming activities carried out in the stations during the year include

horticulture ald afforestation, food and cash crop production and livestock rearing.

'l'lre arable land under cultivation was 4430 Acres representing about 53o/o of land available for

f-arming.

During the year. almost all the food crop produce was supplied to the prison kitchens as food ration

Ibr prisoners a11d inmates. Vegetable production and supply to prisoners food ration performed very

well accounting to 54%o of the annual requirement. This is a significant drop compared to the last

financial year due to severe drought experienced throughout the country.
'l'he year ahead looks promising especially the maize crqp from which we expect a good harvest from

the main producing stations.

In the past year a pedigree beef breeding stock of 25 Boran Heifers and 57 Doper sheep has been

introduced at Kamiti Medium Prison farm. A further 55 breeding goats have been delivered to

Maranjau Prison, 50 boran Heifers are expected to be delivered in the corning months. Once the

program is fully realized, it is expected that the demand for beef within Nairobi region will be met.

'l'he severe drought across the country negatively affected both agricultural and livestock production.

The general performance of the farms has therefore not been as expected.

14 ll']uge
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PRINCIPAL ACTIYITIES

The principal activities of the PFRF are Ration provision, training and rehabilitating prisoners.
procuring the necessary farm inputs, tools, plants and equipment required thereof and offer for sale
finished products in the market in order to fulfilthe concept of ,. revolving fund,,.

RESULTS

The results of the PFRF for the year ended June 30, 2017 areset out on the onward pages.

DIRECTORS

The members of the management team who served during the year are shown on page 3. During the
year there was change of mantle of the Accounting officers i.e. Principal Secretary, Mr. Micah p.
Powon, CBS was transferred and replaced by PS Amb. Richard T. Ekai (phD), cBS with effect
from March,2017.

AUDITORS

The Auditor General is responsible for the statutory audit of the PFRF in accordance with Article 229
of the Constitution of Kenya and the Public Audit Act 2015 to carry out the audit of the pFRFfbr the
yearlperiod ended June 30, 2017.

By Order of Officer,

(PhD),
rY,

Nairobi, Date:

e Acco

15lPage
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IX. STATEMENTOFDIRECTORS'RESPONSIBILITIES

Section gl of the public Finance Management Act, 2012and(section 14 of the state Corporations

Act,) require the Directors to prepare financial statements in respect of that PFRF' which give a true

and fair view of the state of affairs of the PFRF at the end of the financial yearlptiod and the

operating results of the 1FRF for that year/period. The Directors are also required to ensure that the

1FRF kceps proper accounting records which disclose with reasonable accuracy the financial

position of the pFRF.The Directors are also responsible for safeguarding the assets of the PFRF'

'l-hc Directors are responsible for the preparation and presentation of the PFRF's financial statements,

which give a true and fair view of the state of affairs of the PFRF for and as at the end of the financial

year (period) ended on June 30,2017. This responsibility includes: (i) maintaining adequate financial

management arrangements and ensuring that these continue to be effective throughout the reporting

period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any

tirne the financial position of the pFRF; (iii) designing, implementing and maintaining internal

controls relevant to the preparation and fair presentation ol'the financial statements, and ensuring that

they are free f'rorn material misstatements, whether due to error or fraud; (iv) safeguarding the assets

of the pFRF;(v) selecting and applying appropriate accounting policies; and (vi) making accounting

estimates that are reasonable in the circumstances.
'l'he Directors accept responsibility for the /,Flu7's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates'

in conformity with International Public Sector Accounting Standards (IPSAS), and in the manner

required by the pFM Act, 2012 and (the State Corporations Act). The Directors are of the opinion that

the pFRF financial statements give a true and fair view of the state of PI-RF transactions during the

f-rnancial year elded June 30, 2ol7,and of the PFRF's financial position as at that date. The Directors

t'urtlrer confirm the cornpleteness of the accounting records maintained for the PFtlF, which have been

relied upon in the preparation of the PFRF's financial statements as well as the adequacy of the

systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the PFRF will not remain a going

concern for at least the next twelve months from the date of this statement'

Approval of the financial statements

'l'he Prison

secretary

behalf by

R
CIPAL SECRETARY

DEP'T OF CORRECTIONAL
SERVICES

fund (PFRF) financial statements we

for Correctional Services on e

CBS Isaya M. OsugorCBS
COMMISSIONER GENERAL

OF PRISONS

approved by the PrinciPal

2017 and signed on its

MBS
DIRECTOR OF PRISON

ENTERPRISES
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REPUBLIC OF KENYA

Tclephone : +25 4-20-3 42330
Fax: +25,1-20-31 1482
E-mail: oag@oagkenya. go,ke
Website: www.oagkenya.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON PRISON FARM REVOLVING FUND FOR
THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of the Prison Farm Revolving Fund
set out on pages 18 to 33, which comprise the statement of financial position as at 30 June
2017, and the statement of financial performance, statement of changes in net assets,
statement of changes in cash flows, and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the Constitution
of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all the information
and explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of Prison Farm Revolving Fund as at June 30, 2017, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Accrual Basis) and comply with the Public Finance
Management Act,2012.

ln addition, as required by Article 229(6) of the Constitution, based on the procedures
performed, I confirm that, except for the matters described in the Basis for Qualified Opinion
and Other Matter sections of my report, nothing has come to my attention to cause me to
believe that public money has not
been applied laMully and in an effective way.

Basis for Qualified Opinion

1. Debtors

The statement of financial position reflects debtors' balance of Kshs.204,003,179.50 (Year
201512016 - Kshs.176,413,406.47) as at 30 June 2017. Although management has
explained that part of the debts is owed by other government agencies, there were no

measures taken to recover outstanding debts and avoid further accumulation of huge debts.

Reytrl of the Auditttt'-Gcnerul on the Finunc'iul Stutcmenls o/'Prison Furm Rcrolving Fund /ir the vcur ended 30 June
2ul;

Prumoting Accountability in the Public Sector



2. Suspense Account

The statement of financial position reflects Kshs.5,825,967.60 against suspense account
balance which, has not been supported with analyses and verifiable source documents
contrary to Regulation 107 (1) of the Public Finance Management (National Government)
Regulations, 2015. Consequently, the validity, completeness and accuracy of the balance
of Kshs. 5,825,967.60 cannot be confirmed.

3. Creditors

The statement of financial position reflects a balance of Kshs.30,002,138.00 against
creditors. No satisfactory reasons have been provided for failure to pay these debts despite
the huge P.M.G. (bank) balance of Kshs.57,504,034.00 as of 30 June 2017.

4. Undisclosed Loss of Livestock

Available records indicate that the Prison Farm Revolving Fund lost Kshs.198,000.00 in

Nakuru Main Prison following an attack by leopards on a flock of sheep killing five rams,
twenty-five sheep and critically injuring eleven others on the night of 16 March 2017.
However, the loss has not been disclosed in the financial statements for the year ended 30
June 2017. ln addition, the state department for correctional services has not taken
measures to reinforce the security of farm assets to avoid further losses.

5. Fixed Assets Register

The statement of financial position reflects fixed assets balance of Kshs.32,698,617.66 as
at 30 June 2017. A detailed schedule to support the balance has, however, not been
provided for audit review. The fixed assets have instead been lumped together based on
their nature or function without providing the particulars. Further the Fund did not maintain
a fixed assets register during the year under review. Consequently, the existence, location,
completeness and accuracy of the fixed assets and the related balance reflected in the
financial statements cannot be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Prison Farm Revolving Fund in accordance with
ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance with
the ISSAI and in accordance with other ethical requirements applicable to performing audits
of financial statements in Kenya. I believe that the audit evidence I have obtained is sufficient
and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matter described in the

Rcgtrl ol tha .4ttditot'-Gcne rul tm !ha Finunc'iul Statentcn!.s of'Prisrtn Fhrm Revtslting Fund /rtr the ycur cnclcd 30,luna
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Basis for Qualified Opinion and Other Matter sections of my report, I have determined that
there are no Key Audit Matters to communicate in my report.

Other Matter

1. Under Utilization of Ngeria Prison Farm

Examination of records together with an inspection undertaken during the month of March
2018 revealed that 622 acres out of 1 ,762 acres of Ngeria Prison Farm is being utilized for
maize farming. The audit also revealed that the actual maize production realized on 622
acres is approximately 4,034 bags instead of 12,440 bags which were sold at Kshs. 3,000
per bag. ln the circumstances, indications are that 1,140 acres of farm is underutilized
resulting in shortfall of maize production of 21,560 bags. lt follows, therefore, that the farm
incurred an opportunity loss of Kshs 64,000,000 in revenue during the year under review.

ln addition, factors leading to the underutilization of the farm includes but not limited to:

(i) Lack of adequate and proper machinery, and
(ii) lnadequate and delay in funding for farm inputs - fertilisers, pesticides, herbicides

and certified seeds

2. ldle Machines at Shikusa, Ngeria and Eldoret Prisons

The audit revealed that machines worth Kshs. 5,414,000.00 were bought by the Department
of Correctional Services in the financial years 200912010 and 201412015 without user
requisitions and specifications from the respective stations.

Physical verification carried out in the month of March 2018 on the above farms revealed
that:

(i) The machines have never been utilized for the intended purposes since they were
bought;

(ii) The boom sprayers were delivered incomplete thus they could not be utilized in the
farms to spray and as a result reducing the production level; and

(iii)The planters were too big and needed more powerful tractors for them to be utilized
as a result they are all kept in stores. ln addition, the make of the planters is not
suitable for the soil type in those particular regions.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for such internal control as management determines is necessary to enable the

Rcprt o/ lhe ,4uditot-General on the Finant'ial Slatcmcnts o/'Pri:;ott Furnt Revolttng Funcl /or the ycar enclccl 30 .lunc
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preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

ln preparing the financial statements, management is responsible for assessing the Fund's
ability to sustain services, disclosing, as applicable, matters related to sustainability of
services and using the going concern basis of accounting unless the management either
intends to liquidate the Fund or to cease operations, or have no realistic alternative but to
do so.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act, 2015

Those charged with governance are responsible for overseeing the Fund's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financia! Statements

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

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

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

a

a Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Fund's internal control.

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

20l7
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a Conclude on the appropriateness of the management's use of the going concern 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 sustain its services. lf I conclude that a material uncertainty exists, I am required to
draw attention in the auditor's report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my audit report. However, future events
or conditions may cause the Fund to cease sustaining its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

I communicate with the management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

o

a

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

08 May 2018

Reporl tf the Auditot'-Gcnerul on the Finunc'iul Stulamcnls ol Prison Furm Rcvolving Fund.fitr the vcar endetl 30.lunc
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KENYA PRISON SERVICE (PFRF)
Reports and Financial Statements
For the year ended June 30, 2017

. KENYA PRISONS FARMS FUND ACCOUNT
STATEMENT OF FI CIAL PERFORMANCE FOR THE YEA ENDED 3OTH JUNE

NOTE 2Ot6l2Ot7DETAILS

2 211.492,108.00 263,680,251.94Sales

80.232.442.00 121,118,857 .50Less: previous Debts paid durinq the vear

131,259,666.00 142,561,394.44

Openins Stock (1 -7-201 7)

35,424,610.00Livestock

82,574,582.00 87,663,611.00

3'l

Growinq Crops

5,399,055.00 4,724,395.00Harvested Crops

27 .781.425.00Farm lnouts 22,230,299.00

152.003.081.00Sub-Total 145,628,546.00

ADD PURGHASES 3 61,489,020.00

207.117.566.00 234,527,341.00

82,524.260.00

Sub-Total

LESS CLOSING STOCK

Livestock 41.030.016.00

Growino Croos 4 92,539,204.00

35,424,610.00

82,574,582.00

5.399.055 00Harvested Crops 5.525,281.00

32102.314.OO 22.230.299.00Farm lnputs

171.196.815.00 145.628.546.00Sub-Total

Cost of Sales 35.920.751.00 88,898,795.00

Gross ProfiUloss 95.338.9r5.00

Less Operatinq Expenses:

2210101- Electricity

2210102 - Water & Seweraoe Charoes

221 O2O3-P osta I servi ces

53,662,599.44

100,000 00

92,546.00

200,000.00

2.465.040.002210301 - Travel Costs 2,727,200.O0

4.473.500.00 1.582.200.002210302 - Accomm. Domestic travel

2210303 - Dailv Subsistence 1.644.950 00 2.064.000.00

2210504 - Advertisinq Awareness & Publicity 30,000.00

2210505 - Trade Shows & Exhibition 329,200.00

2210503 Subscription to newsoaoers 54.024.O0

477,300.00

22 1 080'l -caterinq services 154,540.00

2211016 - Purch. Of Uniform & Clothinq (Staff) 300,000.00

2211101 - General Office Suoolies 2.403.770.00

249,000.00

400,000.00

1.01 1.360.00

2211 102 - Suoolies & accsessories 10.000.00

17

2015t2016
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KENYA PRISON SERVTCE (PFRF)
Reports and Financial Statements
For the year ended June 30,2017

2210711-tuition fee

1 - Refined & Lubricants for 4,973,434.00 076.002211202 - Fuel & for

_ 20,702,140.00 000.00

- Purch of3111 &

- Maint.

- Maint. Of Mach. & 5,803,025.00 370

to & 500,000.00 2 000.00

1C 2,897,598.82 .44

costs

Net

51,473,381.82 49 949.44

43,965,533.1E 4,591,650.00

\

CBS
PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICES

Isaya M.OsugorCBS Josphat K.Itu
COMMISSIONER GENERAL

OF PRISONS
DIRECTOR OF PRISON

ENTERPRISES

19lPage



KENYA PRISON SERVICE (PFRF)
Reports and Financial Statements
For the year ended June 30, 2017

KENYA PRISONS FARMS REVOLVING FUND

STATEM OF FINANCIAL ITION AS AT 3OTH UNE 2016

aA'

FIXED ASSETS

Farm in

LESS GURRENT LIABILITIES

hD), cBS
PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICES

20 ll)agc

Isaya M" Osugo,CBS
COMMISSIONER GENERAL

OF PRISONS

MBS
DIRECTOR OF PRISON

ENTERPRISES

(\N"

201512016207612017NOTESDETAILS

I 237 11.508,313,850.37ltlotor Vehicles NBV
11 299 08.9911,069,288.09Tractors

693 511.877,737,354.87Farm machinery
148 274.912,040,861.16Computers
985 626.50887,063.85ft/lotor bikes

683.6511,553,899.32Trailers
001 096I 300.001,096,Scrap machinery

30 096 17.4432,698,617.66Total Fixed Assets
364 895.002,364,895.005lnvestments

1 112.4435,063,512.66SUB TOTALS

CURRENT ASSETS
610.003541 ,030,016.00Livestock

2.0082 5744 92,539,204.00Growinq crops
5 399 055.005,525,281.00Harvested crops

230 299.0032,102,314.00
L7 .47204,003,L79.506Debtors

777457,504,034,009P.M.G
5t.2439432,704,028,5OTotal Current Assets

0030,002,138.0010Creditors
3 L.24402,701,890.50Net Current Assets
403,7!3,453.68437,765,403.!6NET ASSETS

FINANCED BY;
000.0044,200,000.0011Prisons farm fund account

376,917 357,22381,509,007.2212Accumulated reserves
2 364 95.005 2,364,895.00Capital investment reserve

1 639 561.445,825,967.6013Suspensez-1
4,591,650.0043,855,533.18NET P(OFIT/I Loss

403,713,463.66437,765,403.16{fi



KENYA PRTSON SERVICE (PFRF)
Reports and Financial Statements
For the year ended June 30,2017

STATEMENT OF CHANGES IN IYET ASSETS
For the year ended 30 June 2017

Balance as at June,2012 184,976,217.45 2,364,995.00

Add surplus for the prev.year

Balance as at 30th June, 2013

Add surplus for the prev.year

Balance as at 30th June,2014

Add surplus for the prev.year

Balance as at 30th June 2015

Add surplus for the prev.year

Balance as at 30th June 2016

Add surplus for the prev.year

Balance as at 30th June 2017

40,690,009.93

225,666,226.39

47,412,412,92

273,079,639.90

50,397,194.32

323,465,932.70

53,451,524.52

376,917,357.22

4,591,650.00

391,,509,007,22

G)

4,200,000.00

4,200,000.00

4,200,000.00

4,200,000.00

4,200,000.00

G)

2,364,995.00

2,364,995.00

2,364,995.00

2,364,995.00

2,364,995.00

4
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KENYA PRISON SERVICE (PFRF)

Ileports and Financial Statements
I'or the year ended June 30, 2017

20L5-20L620L6-20t7CASH FLOWS FROM OPERATING ACTIVITIES

( REVENUE COLLECTION }
155,638,015.97103,669,892.00RECEIPT FROM VAR!OUS STATION

PAYMENTS;
100,000.0022L0707 - Electricity
20o,o0o,oo22L0t02 - Water & Sewerage Charges

92,546.00
22 10203-Postal services

2,455,040.002,727,200.002210301 - Travel Costs
1,582,200.00

4.473.500.00227O3OZ - Accomm. Domestic travel
2,064,000.001,644,950.002210303 - Daily Subsistence

30,000.002210504 - Advertising Awareness & Publicity
477,000.00

329,200.002210505 - Trade Shows & Exhibition

54,024.OO2210503 Subscription to newspapers
249,000.00154,540.0022 10801-catering services
400,000.00300,000.002211015 - Purch. Of Uniform & Clothing (Staff)

1,011,360.00
2,403,770.0022Ltt0L - General Office Supplies

,000,0010,000.0022!1102 Supplies and Accessories for Computers

4 973.434.00 6,579,076.0022.tl2}l - Refined Fuel & t-ubricants for Transport
22,585,000.00

20,702,140.OO227L202 - Refined Fuel & Lubricants for Production

4,500,000.003111103 - Purch. Of Agri. Mach & Equip
344,500.002220101 - Maint. M/Vehicle

5,370,000.005,803,025.00222020I - Maint. Of Plant, Mech. & Equip
2,230,000.00500,000.002220209 - Minor Alteration to building & C/Works

2210711-tuion fees
10,1.22,810.008,776,020.0022 11003-Veterina ry materi als

9,886,450.009,48L,000.002211004-Fungicides and sprays
10,429,000.,007,938,000.003111301 -Certified Seed

26,475,000.o03s,294,000.0022ttOO7 -P urchase of Agri,material
320,000.003111302-Breeding stock

29,761,627.0010,606,754.00Add Payment (Creditors) from previous year b/d

132,834,609.00720,67L,557.0OSUB-TOTAL PAYMENT

ADD CASH FTOWS FROM INVESTING ACTIVITIES;

Purchases of plant and Equipments (Posh mill)
132,834,509.00TOTAT PAYMENT//^

- r 7,001 .665.00 22.803,406.97NEr TNCREASE lpeCAEASF) rN cAsH
51,697,291.8074,500.698.77cash equivalerft as at rsy'tuly
74,500,698.7757,504,034.00cash equivale\t as atr{f1r June 2e*(

STATEMENT OF CASH FLOWS

G'

T.
PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICES

CBS Isaya M.
COMMISSIONER GENERAL

OF'PRISONS

S

DIRECTOR OF PRISON
ENTERPRISES
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I

ATION YEAR OF PURCHASE WPE OF

MACHINE
ORIGINAL
cosT

SCRAP VATUE

Eldoret 1984 Messay Fuuguson 600,000 60,000 50,000
Mwea L979 Tractor lnt 300,000 30,000
Mwea 1980 300,000 30,000
Mwea L979 300,000 30,000
Mwea L979 150,000 15,000 105,000
Maranjau 1980 lrrigation plant 45,000 4,500

1981 Hurrow 10,000 1,000
1984 lrrigation plant 50,000 5,000
1985 lnternational 300,000 30,000 40,5@

Hindi 1980 Tractor 475 - lnt. 300,000 30,000 30,000

Homa Bay L979 Tractor 475 - lnt. 300,000 30,000 30,000
Kisumu Annexe 7979 Tractor 574 300,000 30,000

1979 Disc, lnt. 18,000 1,800 31,800
KITALE REMAND 1980 Trailer 30,000 3,000

1980 Maize Sheller 10,000 1,000
1980 Plough 30,000 3,000
L982 lnt. Tractor 40,000 4,000
L982 Plough 30,000 3,000
1983 trailer 40,000 4,000 48,000

"EMBU 1980 Ploueh 28,000 2,800
1984 Water Pump 195,000 18,500
1985 Chaff Cutter 7,OOO 700 22,O00

RUIRU t979 Tractor lnt.475 300,000 30,000
L979 Plough Horrow 62,000 6,200 36,200

KITALE MAIN 7979 Tractor lnt.475 250,000 25,000
L972 Massey Furguson 300,000 30,000
1972 Massey Furguson (165) 300,000 30,000

1980 Messy Furguson 300,000 30,000
1980 Messy Furguson 300,000 30,000
1980 Planter 15,000 1,500
1980 Planter 15,000 1,500
1980 Maize sheller 10,000 1,000
7979 Electric machine 35,000 3,600
7979 Lister Engine 60,000 6,000
1979 Water Pump 175,000 17,500
L979 Water Pump' 175,000 17,500
1979 Chaff Cutter 5,000 500
L979 Mould Board 10,000 1,000
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rnedium

1979 Water Pump Large 200,000 20,000
L979 Water Pump Small 120,000 12,000

1979 Water Pump 175,000 17,500

L982 lnt. Tractor 40,000 4,000
7982 trailer 40,000 4,000
1982 Plouch 30,000 3,000
1982 Plough 30,000 3,000
1983 lnt. Tractor 40,000 4,000 262,600

KWALE 1981 Tractor lnt 485,000 48,500
Plough 18,000 1,800

Harrow 47,O00 4,700 55,000,,SHIMO ANNEX 1985 Tractor lnt. 350,000 35,000 35,000

SHlKUSA 1.979 Tractor 300,000 30,000
L972 Trailer 45,000 4,500
7972 Plough disc 650,000 65,000
1981 tractor 300,000 30,000
1981 Plough Disc 65,000 5,500 135,000

MALINDI 7979 Tractor 300,000 30,000
1984 Water Engine 185,000 18,500 48,500

KIBOS 1981 Tractor 250,000 25,000
1981 Harrow 30,000 3,000
1981 Plough 25,000 2,500
1981 Ridgers 15,000 1,500

1981 lrrigation plants 70,000 7,000 39,000
MARALAL 1981 Tractor 684 300,000 30,000

1981 Wide span 3,000 300
1981 tractor 684 300,000 30,000 60,300

KERUGOYA 1986 lrrigation pump 185,000 18,500 18,500

NAIROBI 7982 Tractor lnt. 679,000 67,900 67,900

GRAND TOTAL
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FARM,S OUTSTANDIN DEBTS

Outstanding debt as at 30th june 2OL6 L76,4L3,406.47

Less debt paid during the year 20LG|20L7 80,232,442.97

Previous debt outsta ndi ng 95,190,963.50

Add outstanding (credit sales) as at 3oth June zoLT Lol,gzz,zL6

Total outstanding farm debts 204,003,L79.50
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