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CHAIRPERSON'S FOREWORD

Honourable Speaker. on behalf of the Public Accounts Committee (PAC), and pursuant to Standing Order
199,I wish to present to the House the report of the Committee on the audited financial statements of
Ministries, State Departments, Commissions and Independent Offices for financial year 20lB/201g.

The National Assembly exercises oversight over national revenue and its expenditure pursuant to Article
95(a) (c) of the Constitution through PAC which, in turn, derives its mandate from Articl e 124 (l) of the
Constitution and Standing Order 205 of the National Assembly Standing Orders. It's instructive that
Article 229 (8) of the Constitution requires Parliament, within three months after receiving an audit
reporl, to debate and consider the report and take appropriate action. Fufther, Article ZO3(3) of the
Constitution provides that the equitable share of the revenue raised nationally and allocated to the
National Government and County Governments is to be calculated on the basis ofthe most recent audited
accounts of revenue received, as approved by the National Assembly.

Honourable Speaker, the tabling of this report is a demonstration of the Committee's purposefulness in
the discharge of its duty and unwavering commitment and fidelity to its constitutional mandate.

The Committee held a total of I 15 sittings, under the urugu.e circurnstances occasioned by the COVID-
19 pandemic, during which it received both written evidence from Accounting Officers on audit
queries raised by the Auditor-General. Minutes of 's meetings are annexed to this report.

Honourable Speaker, I wish to commend, most sincerely, all the Accounting Officers
from the Auditor-General. The Committeewhose financial statements received unq

remains forever grateful to them for encourage all other Accounting Officers to emulate
these worlhy examples.

In this report, the Committee to hold individual officers to account for their various acts of
omission and/or oned either loss or illegal application of public funds. In a number
of instances, specific follow-up actions, including further
lnvestigations It ls my hope that these recommendations will be
implemented within thd shortest tirne possible by all those who are concerned and that, in the final
analysis, pubJic interest will continue to be safeguarded.

In conclusion, Honourable Speaker, I wish to register my appreciation to fellow Honourable Members of
the Cornmittee, the Offices of the Speaker and the Clerk o1'the National Assembly and the parliamentary
Liaison Offices of the Auditor-General and the National Treasury for facilitating the work of the
Committee and making the production of this report possible. Special appreciation goes to the Directorate
of Audit, Appropriations & Other Select Committees and, in particular, rnembers of the Committee
Secretariat for their cornmitment and devotion to duty.

l-lonourable Speaker, ort behalf of the Public Accollnts Committee, I now wish to table tl-re report and
urge the House to adopt it and tlte recommendations therein.

HON. JAMES OPIYO \A/ANDAY[, CBS, MP
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1.1

1. INTRODUCTION

Establishment of the Public Accounts Committee

l) The Public Accounts Committee (PAC) of the Twelfth Parliament was established on Monday, 18th

December 2017, pursuant to Article 124 of the Constitution and the National Assembly Standing

Order 205.

1.2 Mandate of the Committee

2) PAC is mandated under Standing Order 205 (2) of the National Assembly Standing Orders to examtne

the accounts showing the appropriations of the sum voted by the House to meet the public expenditure

and of such other accounts laid before the House as the committee may deem fit.

3) The Committee oversights the expenditure of public funds. 9y ministries, state departments,

commissions and independent offices, to ensure value for mqney 'and adherence to government

financial regulations and procedures. The Committee ts^rhandate on the basis of annual and

special audit reports prepared by the Office of the A

1.3 Guiding Principles

4) In the execution of its mandate afo by core constitutional and statutory

principles on public finance AS lished customs, traditions, practices and

usages. These principles include:

a) ConstitutionalPrincip blic Finance

5) Article 201 provides for the principles that "...shall guide all aspects of public finance

in the Republic..." inter alia:-

201(a) there openness and accountability, including pub lic
ial matters;

used in a prudent and responsible way; and

shall be responsible, and fiscal reporting shall be

6) PAC places a premium on these principles, among others, and has been guided by them in the entire

process that has culminated into this report.

b) Direct Personal Liabilify

7) Article 226(5) of the Constitution is emphatic that "lf the holder of a public office, including a

political office, directs or approves the use of public funds contrary to law or instructions, the person

is liable for any loss arising from that use and shall rnake good the loss. whether the person remains

the holder of the office ol'not".

Report on tlte Exatttutcttiotr o-[tle Report o.l tlt.ludrtor-(ictteral orr lhe Jutte
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8) PAC has relied on this constitutional provision as the basis for holding each individual Accounting
Officers and other Public Officers directly and personally liable for any loss of public funds under
their rvatch. The Committee has and will continue to invoke this provision in its recommendations to
hold those responsible personally accountable. It is envisaged that it will serve as a deterrent measure.

c) Obligations of Accounting Officcrs

9) Section 68 (1) of the Public Finance Management Act, 2072 provides, inter alia, that: "An Accounting
Officer for a National Govemment entity, Parliamentary Service Commission and the Judiciary shall
be accountable to the National Assembly for ensuring that the resources of the respective entity for
which he or she is the Accounting Officer are used in a way that is lawful and authorized, and
effective, effi cient, economical and transparent. "

l0) This provision obligates all Accounting Officers to appear before the Public Accounts Committee of
the National Assembly to respond to audit queries in their respective ministries/state departments or
agencies.

I I ) And section 7 4 (2) of the same PFM Act stipulates rhat: "If
that an Accounting Officer is engaging in or has

subsection (4), the Cabinet Secretary shall
refer the matter to the relevant office or
appointment or employment applicable to

12) This section empowers the
include revoking their
previously seen Accounting
malpractice in their mrnistrie S,

ln
take

bo f the statutory and other conditions of
Officer."

discipline errant Accounting Officers, which could
ision has sealed a long-standing loophole that has

commit or preside over fiscal indiscipline and
and agencies

these provisions of the law were intended to be fully deployed to
in Article 201 of the Constitution stated hereinabove, to ensure

l3)PAC strongly holds the

give effect to thgihigh
prudent and responsible use of public funds.

1.4 Commit,tee Membership

14) The Committee is cornprised of the following Members

Hon. James Opiyo Wandayi, CBS, MP, Chairperson
Ugunja Constituency

Orange Democratic Movement Party

Hon. Jessica Nduku Kiko Mbalu, CBS, MP, Vice- Chairperson
Kibu,ezi East Constituency

Winer l)emocratic Movemcnt nya Partr,

ReportontlteEramtnotiotto.[tleRepotro.ftle.1utlttor.Gn,,,i:ii
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Members

Hon. Junet Mohammed Nuh, CBS, MP

Suna East Constituency

Oranse Democrati c Movement Partv

Hon. Maj. (Rtd.) (Dr.) Eseli Simiyu, MP

Tongaren Constituency

Ford- Kenya Partv

Hon. Aden Bare Duale, EGH, MP

Garissa Town Constituency
Jubilee Partv

Hon. Christopher Nakuleu Doye

TurkanaNorth Constituency

Jubilee Partv

Hon. Justus Gesito Mugali M'mbaya, MP

Shinyalu Constituency

Orange Democratic Movement Partv

Hon. John K. Waluke, MP

Sirisia Constituency

Jubilee Partv

Hon. (Dr.) Otiende Amo
Rarieda Constituency

Dem

Hon. Michaef Mw&gi.Muchira, MP

Ol Jororok ConsittJenry

Jub

Hon. (Dr.) Wilberforce Ojiambo Oundo, MP

Funyula Constituency

Oranse Democra Movcment Partv

Hon. (Dr.) Eve Akinyi Obara, MP

Kabondo Kasipul Constituency

Oranse Democra Movement Partv

Hon. Peter Francis Masara, MP

Suna West Constituency

Independent Member

Hon. Michael Thoyah Kingi, MP

Magarini Constituency

Oranse Democra Movement Partv

Hon. James Gichuhi Mwangi, MP

Tetu Constituency

Jubilee Pa-{v'

Hon. Kinuthia Gachobe, MP

Subulcia

) Joseph Ngugi Nduuati, MP

Constituency

Jubilee Party

Hon. Maj. (Rtd) Bashir Sheikh Abdullahi, MP

Mandera North Constituency

Jubilee Parfy

Hon. Amina Gedow Hassan, MP

Mandera County

Economic Forum Party
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1.5 Committee Secretariat

Oscar Namulanda - Principal Clerk Assistant I (Lead Clerk)

CPA Joash Kosiba - Senior Fiscal Analyst

Salat AbdiAli - Senior Serjeant At Arms

Nebert Ikai - Clerk Assistant II

Ms. Brigitta mati - Legal Counsel II

Dennis Mawira - Audio OfFrcer
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2. GENERAL OI}SEIIVATIONS AND RECOMMENDATIONS

3.0 Introduction
l5)1'he Committee made general observations, findings, and recornntendations fl'orn the

proceedings, evidence tendered and selected project inspected relating to the reporl of the

Auditor-General on the financial staternents for Ministries. State Departrnents.

Comn-rissions. and Independent Offices for the linancial year ended June 30. 2019-

l6) Accounting Officers for the various Mitristries, Departments and Agencies (MDAs),

Judiciary, Parliament, Constitutional Cornmissions. and Independent Offices are required

to monitor, evaluate and oversee the management of public finances in their respective

entities. Section 66 otthe Public Finance Management (PFM) Act 2012 niandates the

Accounting Officers to ensLlre proper managcment and control of and accounting for their

finances to promote the efficient and effective use of budgetary resources.

l7)The Committee rnade the following general observations on the implementation of the

approved budget for the firrancial year 201812019-

4.0 Lorv Spending or Failure to Spcnd the Approved Budget

I 8) The gross estimated government cxpenditure has increased over the last five years from

Kshs.2,099,370,186,391 in the year 2014/]015 10 Kshs.3,106,405,817,692 in the year

2}l8l2}l9 representing an increase' of _Kshs,1,007,035,631,301 or approxitnately 48

percent over the five financial years 20l4\ZO7S to 20l8l2}lg. Similarly, the actual gross

expenditure has increased 9.ver:thb.':y,ears from Kshs.1,906,841,500,924 in the year

20l4l2}l5 to Kshs.2,911,690,013:,343 in the year 201812019, representing an increase of
Kshs.1,004,848,512,419 or approximately 53 percent over the period.

19)The Auditor-General..observed that the national government has not been utilizing the

approved budget 100 percent. The national government's Ministries, Departments &
Agencies (MDAs) have not been able to use approximately betrveen six percent and eleven

percent of the approved gross estimated expenditure.

l)utu Source: The Kcnysl t'\ttttionol Audit O.//ice

Table 2.1: Summary of thc Trcnds of budgct usage in the pcriod FY 201412015- 2018/2019

in Kenya Shillings

Year Gross Bstimated
Expenditurc

Actual Gross

Expenditurc
Unspent Approved

lludget
Perccnt:rgc

not spent

2014t20r5 2,099,370,1 86.391 1,906,84 I ,500.924 192.528,685.467 L)Yo

201512016 2,253.494.806.467 1,999.174,760,912 254,320,045.55 5 1t%

201612017 2.541.568.25t.270 2.390,53 1,985,901 15 t.036,265.369 6%

2017 t2018 2.690,233.829.942 2.419.275,195.751 270.958.634,191 t0%

201812019 3. 106.405.817.692 2,91 1,690.0 r3.343 t94.7 15.804.349 6%

lleport on tlrc Lxtrntntututtt o.l tlt lleport o/'tltc .ltrlttot -()etl!fttl ()n tlrc [-ttt:t]11'ru1 StutcDtL'ttl.\
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20)-fhe faih"rre to utilize fulll'the approvcd budgets for the MDAs denies the citizen the rights
for public goods and service. l'he Comniittee observed that. on average. there s,as ulder-
utilization of the approved budget by approxirnately 8.4 percent over the five years. In the
FY 2018/19. only 94 percent of the approved gross estimated expenditure rvas spent.
leaving Ksh. 194.72 billion unspent by various MDAs. As previously observed by the
Committee, the lorv utilization of the approved budget is attributable to the late
approval of supplementary budget estimates by thc National Assembly, unrealistic
revenuc projections by the National Treasury, and unmet revenuc collection targets
leading to non-relcase or dclay in relcascs ofexchcqucr.

2l) The Committcc recommends that:
l) Thc Cabinet Secrctary for the National Trcasury and Planning should ensure

that no su lementary budget estimates are submitted to Parliament later
the close ofthe financial year; and

2) The House to fast-track the proposal by the Committee to amend Section 44
of the PFM Act 2012 to provide that all supplcmentary budget cstimates arc
submitted to Parliamcnt not latcr than two months (60 days) before the close
ofthc financial year.

2.2 Statement on thc Revenue Received and' ,AUditcd"for the period ending 30t1,June
2019

2Z)During the financial year 201 recorded under various revenue
statements as received by the Nati ent amounted to Kshs. 1,587,589,9 59,977
representing an increase of 17,642 or approxim ately 12 percent compared
to Kshs. I l3 694 B4 'real in the financial ar 201712018

of Actual Revenue Receipts in Kenya Shillings
Details percent .

Changc l

Recurrent 1,53 81,334 1 2 percent .

Development 50,1 I 8,679,543 44,599,762,234 5,5 I 8,9 16,309 1 2 percent

12 percent1 ,587,589,9 59 ,97 7 1,,413,694,842,235 173,895,,177 ,642
Dala Source: The Kerys National Audit Office

23)The total revcnue of Ksh. 1,587,589,9s9,877 composed of Kslr. 1,537,471,2g1,334 and
Ksh. 50,118,678,543 relating to recurrent (ordinary revenue) and developrnent revenue.
respectively, as shown in Table 2.2. Further report by the Auditor-Generals shorvs that the
actual Recurrent Revenue collected during the year reflected a shortfall of
Kshs.54,585.464,809 or 3 percent while there was a shortfall of Developrnent Revenue
collected of Kshs. 17 ,550,064,45 8 or 26 percent.

24) The Committee rccommends that:
Thc total nationzrlly collected rc\rcnuc amount of Ksh. 1,587,589,959,877 fornrs thc basis
of shnring of revcnue betn'een the national and countt'governmcnts as contcrn;llntccl in
Articlc 203 (3) of thc Constitution.

,'n.ltJ iO Jurn')rtl,t Page 3
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Table 2.2: Compara

Change in
Revenue

168,376,201,333

Actual Receipts

I ,369,095,090,001

2017/2018



2.3 Inadequate Funding of the Office of the Auditor-General
25) Afticle 229 (7) of the Constitution requires the Auditor-General to audit and subrnit reports

to Parliament or the relevant County Assembly within six (6) months after the end of the

financial year. I{owever, Section 8l(4) of the Public Finance Management Act,2012,
reduces the tirneline to three (3) months by giving entities leeway up to the end of
September to prepare and subrnit financial statements for audit. The shortened duration for
the audit cycle, inadequate funding and delays in disbursement of funds by the National
Treasury adversely affect the scope of audit in terms of coverage and comprehensiveness.

26)The Office of the Auditor-General resource requirement for the financial year 2016/2017
to FY 2019/2020 was Ksh.35.lbillion. I{owever, the National Assembly approved a total
of Kshs. 2l.2billion representing a shortfall of Ksh. l3.9billion during the four year period.

Table 2.3: Summary of Resource Requirements vis-a-vis Budget Allocation and

spending by the Office of the Auditor-General for the period Fy 20116111 to 2019120

in Kenya Shillings Billions
2016-17 2017-18

8.2s3 8.722

4.428 i.ZsO

2018-19 2019-20,,'-.,.']

3.825 3.426'

4.31t 735 s.783 5.425

j Absorplion Rate 89% 99%
Dola

27) Analysis of the resource requ the allocation by the National Treasury and

approval by the National v s that on average, the Office of the Auditor-
of its resource requirement. Further analysis of

the resource req of the Auditor-Generals shows that the Office
of all revenue collected by the national government.

t:

Delgrip!i9n
Requirement

Budget Allocation

General received

requlres

9.206 8.88

5.968 5.505

3.238, i.ltS

5

recom tha28) The Committee
1) The dhnual bud

?
get allocation to the Office of the Auditor-General shall not be

cent of all the revenue collected by the nationallesq.,than.one half per

goveriiment each year ca Iculated based on the most recent audited accounts of

.;i

2)

revenue received, as approved by the National Assembly.

Amendment of Section 20 of the Public Audit Act, 2015 by introducing a new

sub-Section 3 to provide that "in reviewing of the budget estimates submitted

under sub-section (2), the Cabinet Secretorlt responsihlefor Finonce sltall ensure

tltot the ullocation to the OfJice of the Auditor-Generul is ttot less than one-ltolf
percenl of ull the revenue collected by the notiottul governnrcnt euch yeor

calcululed based on lhe nnst recent oudiled uccounts of revenue received, us

upproved b, th e Nutio rtul Assemhllt ".

etuletl jft , Jutn, lr) 19 P a ge 4



2.4 Lack of Follou'-Up Mechanisms on Implementation of Recommendations
29) The Auditor-General and ind.eed the Committee has continuously raised concerns on lack

of an effective rnechanism for follorv up on implementation of audit recommendations
leading recurrence of most audit queries in subsequent audit reports. Section 204(l) (g) of
the Public Finance Management Act, 2012 provides that the Cabinet Secretary foi tne
National Treasury may apply sanctions to a national government entity that fails to address
issues raised by the Auditor-General and recomrnendation by PAC. to the satisfaction of
the Auditor-General.

30) The Committee notes with lots of concern the lack of requisite sanctions by the Cabinet
Secretary for the National Treasury that has led to perennial failure by some Accounting
Officers to account adequately for the managenlent and use of public resources. This
inaction by the Cabinet Secretary has also led to fiscal indiscipline including
misallocations, wastage of resources and lack of value for money in implernentation of
projects, thereby affecting development programmes in various entities, threatening quality
and sustainability of service delivery to citizens

3l) The Committee recommends that:
The Parliamentary Service Commission "specialized audit oversight
Department at the Parliamentary Bud

a mittees of Parliament and
collaborate with the Auditor-General in on implementation of audit
recommendations and Parliamen

2.5 Breach of Fiscal Responsibility
32) The National Treasury is the

Article 201 of the Constitut
in Section l5 of the Publ
previous report, the
Public Finance
thirty percent (3

/ development expendi

it matters.

Development Expenditu res
principles of public finance as espoused in

to enforce the fiscal responsibility principles
ent Act, 2012. However, as reported in our

has consistently breached Section I 5(2) (a) of the
12 that requires that, over

onal and county

the violation of the law by failing to ensure that
enditure meets the required threshold of thirty

Dotu Source : The Keny61l,lational Auclit Office

t

term a minimum of
be allocated to the

N

lr 33)

Table 2.4: Summary of the Approved Budget Estimates for the FY 2018/2019 in Kenya Shillings
Dcscription Gross Estimated AIA Approved Net Ratio
Recurrent Votes 1-144.029.478.667 152.967.524.003 991.06 r.954.664 42Yo

Developrnent Votes 650.502.676.596 273.749.737.054 376.752.939.542 24o/o

Consolidated Fund

Services
935.392.278.232 935.392.278.232 34o/o

Total for National
Governmcnt

2,729,924,433,495 426,717,261,057 2,303,207,172,439 l00o/o

Report on the

cnded jlt'Jnrc l0l9 Page 5



I
34) Thc Cabinet Secretar,v for the National Treasurl' charged u'ith the ntandate o1'overseeing

budget implementation at the national level as per Section 36 (l) of the Public Iritrance

Managentent Act. 2012 has consistently {ailed to ensure that development budget
irnplementation meets the required minimum of thirty percent (30%). Our examination of
the financial statements fbr the year 201812019 for the national government shorvs total
actual expenditure of Kshs.2,5 69,134-104,494 rvhich compr ised Kshs. 1.097.163,1 47.7 40

or 43 percent fbr Recurrent Votes, Kshs.572,359-939,613 for Developrnent
Votes and Kshs.899,611,017,141 or 35 percent for ConSO und Serv ices (mainly
repayment of principal debts and servicing interest)

35) The Committee recommends that:
Thc Cabinet Secretary for the National Treas
enforce the fiscal responsibility principles in

be re manded for failure to
uires the

development budgct mcets the required minimum of thirty percent (30 percent)

2.6 The Management of thc Grorving Public Debt

36) According to the Auditor-General, outstanding amount of public debt increased over the

years from Kshs.2,674,806,364,195 reported in the year 201412015 to

Kshs.5,451,153,803,416 reported in the year 201812019. This represents an increase of
Ksl.rs. 2,77 6,347 ,439,221 or approximately I 04 percent over the five (5) years. Further, the

expenditure on public debt has increased frbm Kshs.418,156,528,347 reported in

201 4l2}l5 to Kshs. 827,036,1 63,1 85 incurred in 2018/2019 financial year.

37) According to the National Treasury, th-e overhll National Government external debt stock
increased by Kshs. 65.09 billion from Kshs..{,-I09.28 billion in November 2021 to Kshs.

4,174.37 billion (33.7 per cent of,GpP), e(uivalent to USD 36.90 billion as at December

3l,2O2L ln the month of DeceiriiBsin}2'1, Debt orved to bilateral creditors increased by
Kshs.8.2lbillion frorn KshS. t;OSO.OSUittion while multilateral debt increased by Kshs.

54.56 billion from Kshs l';7,27'.52.b311ion. Commercial debt increased by Kshs. 2.32billion
frorn Kshs. 1,133.34 billioii'.durihg the same period. Publicly guaranteed external debt

nrarginally decreaset frdn Kslis. 161.74 billion in November 2021to Kshs. 161.73 billion
in December 2021. '.

38)The Cornmittee observed that the country's public debt register and records were still
poorly maintained and no one can clearly tell the exact amount of tota public

debt: The Auditor-General continues to raise various issues pertaining to the maintenance

of the public debt records. The issues include lack of comprehensive maintenance of loan

registers, variances between figures reflected in the loan registers, other supporting

schedules and the financial statements, and unsupported prior years' adjustments.

39)Thc Committcc reiterates its prcvious rccommcndations that:
l) The National Asscmbly fast-track the amcndmcnt to Scction 64 (2) of the PFM

Act 2012 to obligate the National Treasury to prcpare, llublish and publicize

an up-to-date national debt rcgister evcry quarter of thc financial 1'earl
2) Thc National Assembll, llrioritize an alnctr(lment to Section 50 of thc l'}FM Act

2012 bl, providing that any borron,ing tly thc national governmcnt for a projcct

to thc tunc of Ksh. I billion and above shoultl be approved b1' the National

Asscnrbly belbre the loan cotttracts arc signccl b1'the government; and

,,tt,lLJ jil .ltt11.' ltllt) Page 6



3) The Cabinet Secretaty for the National Treasury shoukl lvithin three (3)
months of tabling and adoption of this report, form a national task f6rce on
public debt and engage an independent audit consultant to audit the national
debt register and report to Parliament lvithin three (3) months.

2.7 The Runarvay Pending Bills
40) The Ministries, Department and Agencies (MDAs) failed to settle the total reported pending

bills of Kshs. 127,398,047,997 during the financial year 20l8l2}lg and but were instead
carried forward to the FY 2019/2020. The pending bills balance cornprises of
Kshs.80,477,945,730 and Kshs.46,920,102,267 reported under Ministries, Departnrent and
Agencies (MDAs) and Donor Funded Projects. The reported pending bills for Ministries,
Department and Agencies (MDAs) forthe yearended 30 June,20l9 increased drastically
by 73 percent to Kshs.80,477,945,730 from the previous years'reported amount of
Kshs.46,529,173,323. This is the highest amount of pending bills reported in the five-year
period for the financial years2014/2015 to 20t8l2olg.

4l)The MDAs that failed to settle pending bills during the year included the Ministry of
I{ealth, Kshs. 41.9 billion; State Department of Devblutiqp, Kshs. 6.74 billion; State
Department for Correctional Services, Kshs. 6.28 bil,l Department fcrr Interior,
Kshs. 4.37 billion; Independent Electoral and es ission (IEBC), Kshs. 4.3
billion; and, State Department for Crop
Depaftrnent for Regional and Northern

Kshs 4.lbilion. Others are StateD
lopment, Kshs. 2.45 billion; State

Department for Youth, Kshs. l.gbillion Service Commission, Kshs. l.l
billion; and, the Judiciary, Kshs. 85

42)The Committee observed that Officers did not settle the bills promptly
despite availability of y settled some bills in breach of Section 7a() of
the Public Finance M 12. As per the law, an Accounting Officer engages
in improper conduct a national government entity if the officer fails, without
reasonable el and approved bills prornptly. Further, some Accounting
Officers attributed to settle some of the bills to inadequate Exchequer releases
and lack of yital su documents such as purchase orders, delivery notes, and

ificates, among others.inspection and.,?cceptance cert

43) The Comniitteq notes with a lot of concern that the runaway pending bills continues to put
preSsure on the fiscal space with sorne of these bills attr;ciing penalties thereby putting

, more strain on the available scarce government resources. The delays by the government
to settle bills exposes the government as a risky buyer and deepens the difficult financial
situation of the suppliers of goods, and services to public entities, particularly the MSMEs
and Srnall Medium Enterprises (SMEs).

44) Thc Committee recommends that:
l) Thc House reprimands all the Accounting Officers rvho neglected their duties

by failing to settle bills in time despitc availabilig, of funds or selectively settled
some bills in breach of Scction 74(4) of the Public Financc Management Act,
2012;

Report on thc [.xntttttcttiott ol tlrc Reporr ofthe ..ludttor-Generul on tlrc l:inuncinl Stotentents.[or the .\'utiotral Gorer.tttnent fttr tlte I eor

ended i0; .Junt 2019 Page 7



2) An amendment of section 38(1) (lr) of thc PFM Act, 2012 to include a list of all

pending bills by vote and the justification for the delay in settlement of the bill
thereby forming a first charge in the budget for subsequent financial year;

3) The 12th Parliament finalizes the enactment of the Prompt Payment Bill,2020'
a legacy Bill that provides for prompt payment for the supply of goods, rvorks,

or services to the government.

2.8 Delayed Completion of and Stalled/Incomplete Projects

45) The project management continues to pose fiscal risks for various government entities. The
government incurs additional expenditures on projects that are either stalled or incomplete

long after their completion dates have elapsed. Delays in project completion has led to
penalties due to delays in payment of completion certificates, projects costs escalations to

amounts higher than the original contract sum, and in some instances, government paying

for projects that are completely stalled, casting doubt on value for money.

46) The government incurred a total of Kshs. 9.5 billion on stalled and. incomplete projects

during FY 2018/2019. The entities that conti
incomplete projects included the Judiciary
completion of thirty-nine courts. State
Development paid Kshs. 3.7 billion as an

Dam Development Project and Sigor Wei W

47) State Department of Public Works
including Voi Pool Housing,

nued to speBd pull
- Kshs'.'3,5biiljon

ic funds on stalled and
payment for delayed

I and Northern Corridor
Kimwarer Multipurpose

for \eg;iona
paymElii for

Headquarters of Nyandarua
Building in Kisumu. The
ineffective use of public
and value to the

48) The Committee
1) The Cabinet

th
until

C

d llion for several incomplete projects
Mathare Nyayo Hospital, Proposed

and the incomplete Nyanza Headquarters
for the stalled projects translates to

as the projects are not achieving their intended purposes

that:
for the National Treasury and Planning should ensure

As stalled/incomplete projects do not initiate any new project

mpletion of the on-going projects. Further, the respective

I Committees of the National Assembly should ensure that
plete projects with no legal objections are given priority duringncom

appropriation; and

2) The relevant government entity liaise with the investigatory body and the

Judiciary for timely conclusion of any investigation and/or cases to allow any

public project stalled due to an on-going investigation or a court case to

continue expeditiously.

2.9 The Managed Equipment Services (MES) Scheme

49) On February 6,2015, the Ministry of Health entered into agreetnents with five (5) rnedical

contractors for lease of medical equipment to ninety-eight (98) hospitals across the forty-
seven (47) counties under the Governrrrent Managed Equiprnent Services (MES) Scherne.

The Ministr), of Health later on increased the nurnber of hospitals covered ttnder the

Repon on rhe Etominarion oftlrc Report of thc .lutlitot -Genet'al on the Firutnciol Stalentents.lbr rlrc \.ational Goternntent .[or the l ear

ended.i0'June )019 Page 8



contracts by 24 additional hospitals. Horvever. the Auditor-Ceneral found out that no needs
assessment report u'hich informed the decision to lease additional equipment for the
twenty-four (24) hospitals was availed for audit verification. Fufther. the team frorn the
Auditor-General's Office undertook a physical verification exercise in January 2020.The
team found out that some of the equipment is lying idle and was not in use in some hospitals
in select eight counties. The Comrnittee observed that the MES contracts including late
variations of contracts done in August 2018 is set to lapse in June 2022.The Ministry has
constituted a taskforce for the extension of the contract.

50) On October 2,2017, the Ministry entered into a contract with an ICT firm for provision of
health care information technology (HCIT) solutions for the Managed Equipment Service
Project (MES) Scheme at a contract sum of Kshs.4.9 billion. The projecf was to take five
(5) years commencing on the contract date and was to cover ninety-eight (98) hospitals
under the Government's Managed Service (MES) plan. Although the project had not
comrnenced as at June 30, 2019, the Ministry vide letter dated November l g, 2079,
tenninated the contract without notice thereby exposing the ,Government to the risk of
litigation and damages. The Committee observed that the contractor has taken the
government to court.

it,
l,-r'ensiVe performance audit as per

Section 36(2) of the Public Audit within three months after the end
of the MES contracts in June The rpose of the audit is to evaluate
whether the citizens have
the report to the National

in the MES project and submit

2) The Accounting
extension ofthe

re that the Taskforce appointed to Iook into
, renegotiates the terms including ensuring those

counties that d the equipment are compensated with additional
duration at Further, the variations of contracts signerl in August

5l)The Committee recommends that:
1) The Auditor-General undertake a

2018 do
3) In view of the that

the main contract in June 2022; and
the contract for Health Care Information 'fechnology

(H Managed Equipment Service Project falls is subject
of therefore, within the purview of National Assembty
St.jiiaing Order Number 89, the Accounting Officer shouldo within three
months after the tabling and adoption of this report, submit a brief on the
status of the Court case to the National Assembly.

Report ott the l:xotttir:r,.:tiott oIthe Report of tlte.luditor-Getrcral on tlrc Finlnc.ial Stutentents for the.\'utionol Goterninent for tlrc lear
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l

3. THE NATIONAL TREASURY

REPORT ON THE FTNANCIAL STATEMENTS FOR VOTE IOTI

Dr. Julius Muia, PhD, CBS, the Principal Secretary and Accounting Officer for the

National Treasury (Vote 1071), appeared before the Committee on lgth July, 2021 and

20th July 2021 to adduce evidence on the audited financial statement for the National

Treasury (Vote 1071) for the Financial Year 201812019. He was accompanied by the

following officers:

l. Mr. Bernard Ndungu - Director General Accounting Services &

Quality Assurance

2. Mr. James Kimathi Mugambi- Senior Chief Finance Officer

3. Mr. MichaelA. Kagika - Secretary/Director of Pensipn

4. Mr. Nemwel Motanya - Head of Accounting Unit'

5. M. John Wala - Director Accounting S6ryii'es

6. Mr. Francis Amuyanzu - Deputy Accountant Ge.neia.l*l

7. Mr. Kennedy ondieki - Director Government Investment Public

Enterprise

The Accounting Officer submitted as foll
'{,..

7'

1. Variance Between Financial Sta Balances

52) The financial statements
variances. Further, the
returned payments
IFMIS report
Kshs. l,l7l,3 19.

Submission
53) The

trial balance presented in their support had

payable balance of Kshs.80,200,064 includes
vote of Kshs.6,913,831. This differs from the

,150 resulting in an unexplained variance of

un Officer
reconciled and the two statements' figures agree as per the table

hf,

here be Bank balance and Accounts Payable which reconciliation is on-going

Variance in Kshs.IFMIS Balance in

Kshs.
Financial Statements

Balance in Kshs.
rGomBonent

l16,s80.445.030 (l14.331,664.242)2.248,780,788Bank Balances

Nilt.020.9171.020,9t7Cash Balance

899,585,508 Nit899,585,508Accounts Receivables

(t73,220,904.377)173.301.104.44180.200.064Accounts Pa1'ables

NIL2.056.688. 1542.056.688.154Fund Balance B/F

(32.282.003 ) Nil(32.282.003 )Prior Year Adj ustnrents

Report on the Evtntinatrott qfrlte Report ofthe.1 rt<litor-Generctl on tlrc F'inanc.ial sti]teneilts.[or tlte .\'ationol Goterntrtenl.for the leor

entled .3U) Jme 2019
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54) The reniaining components of Bank balances and Accounts payables are being reconciled.

55) Committee Observations and Findings
(i) The Committee observed that the Accounting Officer is yet to reconcile the Accounts

Payable and the Fund Balance brought forward components of the Financial Statements;
(ii) The Committee also observed that the Accounting Officer failed to ensure that

reconciliations are done in time and the complete financial statements subrnitted to the
Auditor General in time as provided for in Article22g (fi(h), and section 8l(a)(a) of the
Public Finance Management Act 2012; and

56) Committee Recom mendation
The Committee therefore recommends that:

i) The Accounting Officcr should cnsure that the entity keeps up-to-date and
reconciled financial and accounting records that comply.with 'provisions of Section
68(2) of the PFM Act 2012 and that complete financial and:accounting records are
presentcd within three (3) after the close of the financial year in line with Article

(i) provrsrons

lic Finance

2. Compensation to Bmployees

57) As disclosed under Note 5 statements, the statement of receipts and
payments reflects
Kshs.2,308 ,812,613)

to employees of Kshs.2,524,328,336;(2018-

- IFMIS payroll
resulting to an
supporting the

Financial Management Information System
the balance reflects an amount of Kshs.2,275,019,969

of Kshs.249,308,367 . Similarly, payment vouchers

Kshs.2,2
on compensation to employees reflects an amount of
to a variance of Kshs.237,223,350. The variances between

the three have not been reconciled

Submission by :the Accounting Offi cer

58)The Accounting Officer subrnitted that the differences in the expencliture for the
compensation of employees amounting to Kshs.12,085,017.35 are arising from the fact that
the Integrated Payroll and Personnel Database - IPPD system is not able to export data with
respect of officers with I I -digit personal numbers. IPPD systern was initially configured to
take on board 10-digit personal number. The ll-cligit personal nr.,,",ib.r. is a new
development under the Unified PersonalNumbers (UPN) policy launched in February 2020
by the State department for Public Service Management. It is apptying to the officers who
joined the service from the county governnlent. Basecl on this observition, the rnatter has
been brougltt to the attention of the IPPD core tealn for synchronization in the systern.

Report on the f,xantntutiott oIthe Report <t[tlrc ..lnclitot.-Generctl on the ['inancful Stotenents.for tlrc .\'crttortol Qot.et tttntnt for the leur

t:
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59)Thc Statentcnt ol'Receipts and Pa1'nrcnt reflected an arltotrnt of Kshs.2,524.328.336'00
gtilized on compensation of ernployees. rvhile IFMIS system/payroll reflected a total of
Kshs.2-275.019,969.05 thereby giving a variance of Kshs.249,308.366.95. Our records'

actual diffbrence between the amount in the Statement of Receipts and Payment and the

payrolls paynlent vouchers as Kshs.237,223.349.60.

60)'I'he difference of Kshs.237 ,223,349.60 is the componcnt of other Personnel Ernolument

payments (reimbursements o1'personnel emoluments to KI{A, CBK and other entities for

officers seconded to National Treasury) u,hiclt were prepal'ed and processed outside IPPD

payroll but paid through IFMIS during the F/Y 201812019. The analysis and copies of
IFMIS invoices and Journal Entries supporting the difference were provided for perusal by

the Cornmittee.

6l ) Thc Committee observations and Findings
(i) The Committee observed that the variances between thc IFMIS and IPPD systems was

occasioned by failure of the IPPD System to capture data for seconded ernployees with

personal nutnbers reading more than l0 digits; and

(ii) 'lhe Committee also observed and found that the explanation and documents given by the

Accounting Officer with regard to Cornpensation to Employees was satisfactory;

62) Committee Recommendations . ".

1) Within thrcc (3) months upon adoptiop of thi3 report, the Accounting Officer for

the National Treasury should folloq-up,and ensure the system is configured to

accommodatc personal emolu'iircnts expenditurcs being incurred outsidc the

sYstem. . .,, ir,
Z) The Accounting Officer'.strduiti'cil.rre that the entity kceps up-to-datc and

reconciled financial and accriu.4ting records that comply with provisions of Scction

68(2) of thc PFM nbt 20i2 ahd that complete financial and accounting rccords are

presented withih t-tiree (l)'after the close of the financial year in line with Article

229 of the Constittrtioh

3. Budgetary Control and Pcrformance

63)The summary statement of appropriation- recurrent and developmetrt cornbined reflects

final receipts budget and actual on comparative basis of Kshs.64,865,387,441 and

Kshs.56,209,005,073 respectively resulting to an undet'funding of Kshs.8,656,382,368 or

13% of the approved budget. Of the underfunding, Kshs.6,508,245,168 attd

Kshs.2,148,137,200 relate to recurrent and development votes respectively. Further, o1'the

realized budget receipts o1'Kshs.56,209,005,073 only Kshs.55,164.224,075 was absorbed

resulting to an under absorption of Kshs. 1.044,780,998.

64)'fhe underfunding and failure to absorb the rcalized receipts affectcd the planned actiYities

and projects. u,lrich may have affected negatively ott scrvice delivery lbr the citizcns.

Submission b1' the Accounting Oflrcer

Ilelnil on the E\unundtlon oftlrc Rtport ol tlrt .ltrditor-()atterul ott lln' I ittctttctol Slttttttt.'ttls /ir tlrc \(ttt)n(l (iotar ttntetl /rn. tht' I ctrt
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65) The Accounting Officer submitted that the National Treasury had an overall perfbrmance
where the Recurrent and Developrnent Votes combined reflects final receipti budget and
actual on comparative basis of Kshs.64 .865,387.4411- and Kshs.56,209 ,005.073/-
respectively resulting to an underfunding of Kshs.8.6 56,382.368/-(13%) of the approved
budget. The underfunding of Kshs.6,508,245,168/- and Kshs.2.l48,l37,2OO/- relates to
recLlrrent and development votes respectively. Further out of the budget receipts of
Kshs.56,209,005,073/- only Kshs.55,164,224,075/- was absorbed resulting to an under
absorption of Kshs. 1,0 44,7 80,998/ -.

66) The underfunding was attributed to:
i. Lack ofexchequer
ii. Additional funds that were factored in Supplementary Estimates II that was approved

by Parliament in late June 2019 and which could not be utilized by 30th June 2019, the
closure of financial year under review.

iii. Allocation of Equalization Fund that was not utilized due to lack of Implementing
Policy.

iv. The under absorption of Ksh.1,004,780,998 was du6, to::delays in procurement by
KEMSA i i>. t

1,
'r ,$v. Late disbursements of funds by dev

The Committee observations and Findin
67) The Committee observed and found

(i) The explanation and documents unting Officer with regard to budget

of supplementary budget II in June

control and performance was
(ii) Under absorption was as approval

2019; and

(iii) UParliament has the PFM (Equalization Fund Administration)
Regulations,20:l toraid disbursement of the Equalization Fund.

' t't*o*'t'*"'"

Com mittee Recommendfrions
68) The Commitfue thereforb recommends that:
l) Section 44 of ihe PFM Act 2012be amended to provide that all supplementary budget

cstimates'are"submitted to Parliament not later than two months (60 days) before the
clo6b.of thie.fi nancial year.

2) The tblal allocation to the Equalization Fund as of financial year (FY) 2019/20 stood
at Kshs.l2.4billion against the Constitutional entitlement to the Fund of
Kshs.34.6billion represents a shortfall in the allocation of Kshs.22.2billion. The
Cabinet Secretary for the National Treasury ensure that the all the entitlement to the
Fund are disbursed rvithout any further delay.

4. Pending Bills

69) Note 18.1 to the financial statements reflects pencling bills amounting to
Kshs.241.957.497: (2018-Kshs.563.474.303). The balance comprises of opening balance

Report on tlrc Exrntinotion ol the Report of the .]uclitor-Qenerul on tltt Financiul Stutenrcnts./or the .\'atronul Got.e r.nrnent for tlu: l eot.
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of Kshs.2.035.366 and bills incurred during the year of Kshs.239.922.131. Irailure to settle
bills during the year in which they relate to adversely affects the provisions of the

subsequent year to which they have to be charged.

Submission by thc Accounting Officer
70) The Accounting Officer submined that The Financial Staternents on pending accounts

payable reflects pending bills for supply of services amounting to Kshs.241,957,496.851-
as at 30th June 2018. The figure refers to the payrnents relating to leasing of vehicles that
were processed but due to lack of exchequer issues, they were not paid. The amount also
includes invoices from suppliers that were received late but did not have supporting
documents such as demands notes (invoices), requisitions and approvals for services,
delivery notes, LSO's, LPOs, Sll and S13 arnong others. A team of Internal Auditors
verified and recommended them for payments and all were paid as they formed first charge

of FY 2019120 budget. The auditor confirmed the payment.

7l ) The Committec observations and Findings
The Cornmittee observed and found that the pending bills formed the first charge of the

financial year 201912020 and were therefore cleared.

72) Committee Recommendations
The Accounting Officer should ensure that pen

at all cost. Where pending bills are un

budget of the subsequent year.

5. Contracts for Renovation of

73) The National Treasury
sanitary appliances,
following tenderi
TI\ITl012/2015-201

'l'

in any financial year are avoided
ould form the first charge in the

..: -

t

contractor ta\ing n of the site on 5 April,20l7. As at December,20l8 and more
significant progress had been made due a nurnber of

works. This
using direct

for the contractor to undertake additional

Building, Bima and Herufi House

contract for rehabilitation, plumbing, drainage and
at the Treasury Building, Bima and Herufi Houses
2016/2017 financial year vide tender number

was awarded for a sum of Kshs.88,956,951 with the

to be awarded to the same contractor
procurement rnethod.

74)As at22May 2019 two (2) years into the contract and after its expiry, progress was at

4.17% of the total contract works. The contractor has subsequently been granted multiple
extension of tirne contracts but had not completed the renovation works as at the time of
the audit. Available information indicates that three (3) other contracts were subsequently
arvarded to other contractors with total value of Kshs.90,644,783 and ivhich are related to
some of the works under the above initial contract. This could be indicative of duplicate
awards. No explanation has been given on the subsequent au,ards and actions beiltg taken

against the first contractor to fully discharge the contract as per the contract ten.ns. Under
the circumstances. it lias not been possible to confirm if valuc for tnoney rvill be rcalized
from the four contracts valued at Kshs.179.621.734.00.

Ltrclt,l jo .lutu ]ole Page 14



Submission by the Accounting Officer
75) The Accounting Officer subrnitted that on expiry of the contract period. the same was

extended from 6th April, 2019 to 5th Novernber, 2019 and thereafter extended to 30th
September, 2020 at no-cost under the same terms and conditions of contract, to enable the
Contractor to complete the works. The Accounting Officer vide merTlo ZZ
MOF1307/03/02/8 Part 'A' (23) dated 4th October, 2018 granted approval to utilize
Kshs.12,313,690.00 fron'r the contingency sum forthe additional works in the washrooms
which had not been factored in the original contract. M/s Vanguard Engineering Limited
was engaged through direct procurement for the works. The National Treasury became
concerned due to delays by the contractor to complete works.

76) The Negotiations Committee was appointed vide memo Ref, TNT/O34/2018-2019 (41) and
TNT/034/201 8-2019 (42) dated I 8th July, 2019 to negotiate with the contractor with a view
to complete the works on the demolished toilets only since the materials were already on
site. During the site meeting held on 11th September20l9, instructions were issued to vary
the contract period to cornplete works.

77)The Ministry of Transport, Infrastructure, Public Works, and Urban Development
- State Department of Public Works vide letter Ref: 107/VOL.ll/267 dated
8th November, 2019 requested for the extension of lhe for 160 days from 6th
November, 2019 to l3th April, 2020 Officer vide Memo Ref:
TINT / 0 12/20 | 5 -20 1 6(21 /22) dated 7th J approved the request for extension.

78) The contractor resumed works on site completed the outstanding works as
per Bills of Quantities and as lowing attached documents:
-Handing Over certificate dated I 0
-Certifi cate of Practical
-Final Inspection report

8th August, 2020
ber,2020

Other contracts
79) There were three that were running but not related to the above Contract

6-2017-was the Renovations and Furnishing Works on

No. TNT/O1212015

Third ffices of Treasury Building at total cost of Kshs.82,187,276.00.

Contract O.CQ 71401201

No.'
,t'

CWO/T{2. RB/D107/7512017-2018: was for the Refurbishment works to
,twelfth'( floor (Toilets, External walls and ceiling paint works, Directors main

. Office 4nd Reception Including Associated Electricals and Mechanical Works) at a total' cost of Kshs.4,6 47,441.00.
3. Contract No. CWOA'.IRB/Dl 0712512017-2018 was for the Refurbishment works on 1Oth

Floor,

80) Pending Bills Closing Comrnittee Offices Bima llouse at a totalcost of Kshs.3,810,066.40.
Contract No. CQS/D 10714012016-2017 and Contract No. CWOA\IRB lDt07l25l20 I 7-2018
rehabilitated toilets through putting tiles in the two floors while the contract being
implemented by Ms Vanguard Engineering Ltd was overhauling ancl replacing the whole
old toilets drainage system rvith autonratic drainage system covering allthe fourteen floors
in National 1-t'easurl'Building. This contracted affectecl tites fixed bv the other trvo

Rep<trt on tle litanirutrott ol rlrc Report o/ tlrc .1rulitor'-Gettral on tlrc [:tnanc'ial Stotenrcnts.[or tle .\ationul Got e rntnett /br rlte 'i errr.
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contracts arld therefbre they \'vere to bc replaccd by Ms Vanguard engineering ltd and there
\\/as no duplication of rvorks.

The Committee observations and Findings
8l ) The Cornmittee observed and found that:

(i) I'he explanation and documents given by the Accounting Officer u,ith regard to the

renovation of the Treasury Building, Bima and Herufi House was satisfactory.

However, the National Treasury did not have measures in place to ensure contracts

execution is undertaken u,ithin stipulated tintelines.

(ii) The use of direct procurement method for the engagement of M/S Vanguard

Engineering at a sum of Kshs.12,313,690.00 from the Contingency Fund sum for the

additional works in the washrooms violated Section 103 (2) of the PPAD Act, 2015

82) Committee llecommendations
Within three months of tabling and adoption of this report, the EACC should investigatc

the direct procurement of M/S Vanguard Bngineering at a sum of Kshs.12,313,690.00

from the Contingency Fund sum for thc additional rvorks in the washrooms in violation
of Section 103 (2) of the Public Procuremcnt and Assets Disposal Act,20l5

6. Consultancy Contracts

83) On l2 September 2016,The Nationa confracted three (3) professional accounting
firms for consultancy services of financial reports of National
Government entities, State

Kshs.425,100,219. As at 30
County Governments at total cost of

sum of Kshs.403,617,347 had been paid out to
the three (3) firms from
National Government

of Kshs.425,100,219. However, the audits of the
Agencies and County Governments financial

statements for the
accounting, discloS

201712018 and 201812019 reported numerous gaps on
of financial statements. Under the circumstances,

it has not been possib iorrc confirm whether value for money has been realized frorn the

award of coritract and pbyment totaling Kshs.425,100,219 lor consultancy services to the

three (3) professional firms.

Submission by the Accounting Officer
84)The Accounting Officer submitted that the Public Sector Accounting Standards Board

(PSASB), in August 2014, prescribed accounting and auditing framework for public sector

entities in line rvith Section 194 of the Public Finance Managetnent (PFM) Act (2012).
These frameworks include the InternationaI Public Sector Accounting Standards (IPSAS),

the International Financial Reporting Standards (lFRSs) and the International Professional
Practice Frarnework (IPPF) for financial reporling and internal auditing respectively.

85) I-litherto, Kenya \\/as accoLrnting and reporting on the basis of local standards and the

decision to tratlsit to international standards required technical and capacity building skills
for all public sector accoulttal"lts both the National and County governrnents. Kenya rvas

processing payuteltts. accounting and reporting manually irrclucling use of cheque books.

hard copl' cashbook and hard copl' l'inancial orders being the prirrarl' accounting
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documents. 'l'he manual secondary accounting tools included T-accounts, GAV accounts,
Appropriation and Exchequer Accounts rvith a big main frame conlputer that used punch
cards used to maintain accounting records. Accounting and reporting standards are the
bedrock of the public sector accountability framework in Kenya. Section l2 ( I ) (e), (f), and
O requires the National Treasury, in consultation with the PSASB. to:

i. design and prescribe an efficient financial management system for the national and
county governments and ensure transparent financial management and standard financial
reporting as contemplated by Article 226 of the Constitution.

ii. ensure unifonn accounting standards are applied by all national and county governtnent
entities.

iii. assist county governments to develop their capacity for efficient, effective, and
transparent fi nancial management.

86) The above three reform agendas above are the bedrock ,of Phase. I public sector
accountability reforms in the country. These reforms are a ve pillar of PFMR
Strategy and supported by both the World Bank (G prograrns) and
DANIDA. The transition to the new financial s

There was need to reengineer IFMIS and link it
ysteml was expected

(lB system) and KRA (Tax collection)
udgeting System) the CBK
processing of transactions.

There was need to capacity build public ntants to use automated accounting
systems, accounting standards and the Charts of Accounts (SCOA). There
was need to clean up old suspense former District Treasuries that were
being carried forward year after also need to identify all public sector
entities in line with Section 4 FM Act and develop institutional tables along
GFS 2014 to enable Consol blic sector financial statements.

87) It was with this orld Bank, Danida and the National Treasury found
it necessary to seek istance to fast track implementation of these reforms.

Treasury procured consultancy services with theThrough open
following auditing fi to the size of the public sector entities in Kenya (there are
855 nation entities and 345 county government entities), the three-year open
tender was d iii lots as follows

Ernst & You.ng. .

88) Lot l:'\ational Government Ministries, Department and Agencies (MDAs), and subsidiary
'entities under their control including development projects, Independent Commissions,' 
Consolidated Fund and Consolidated Fund Services Accounts (but excluding State
Corporations); Lot won by Ernst & Young.

Deloitte & Touche
89) Lot 2: National Government State Corporations. Semi-Autorlomous Government Agencies

and Public Funds establislied and governed under an act of Parlianient or a Legal Notice;
Universities. l'VETs and other learning Institutions; Lot rvon by Deloitte & fouche.

Priceu,aterh ouseCoo pcrs.

Report on the
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90)Lot 3: Countl,Governrnents and countl,governluent entities including water Service

Providers. Municipal Boards. County hospitals, and County' Funds. Lot won by

PricewaterhouseCoopers. The contl'acts rvere signed for three years' reneu'able subject

performance

9l)The contracts specific deliverable was to provide technical assistance support and

knowledge transier to government accountants and other officers in the preparation of
individual entity financial statements and consolidated financial statements using

international accounting standards. However, the responsibility of preparing financial

statements remained u,ith the individual Accounting Officers. The consultants, together

with the Department of Accounting Services at the National Treasury, organized biannual

group training as per the above Lots for all accountants at the Kenya School of Government

and also visited these entities for on the job training.

92) Some of the key milestones achieved (value for money) in these consultancies were as

follows:
i. The transition and adoption of International Public Sector Accounting Standards across the

entire public sector financial reporting,

ii. Entrenchrnent of IFMIS as the backbone financial transacting and reporting for the entire

central and county governments;

iii. Improvement in clean audit opinions in both
'"1

and county government;

iv. Capacity building of accountants across c

v. Preparation of Consolidated Financial the entire public sector (see reports

on the National Treasury website;

vi. Created a p latform to transition ic sector from cash basis ofaccounting to

accrual accounting.

The Committee observa dings

93) The Cornmittee
ts given by the Accounting Officer with regard to(i) The expl anation

Consultancy Contratts was satisfactorY; and

(ii) The Nati'tjUal Treasury there has been a marked improvement by MDAs and County

governments getting unqualified audit opinion tu
94) Committee Recommcndations
The Committee reiterates its recommcndation that the Cabinet Secretary fast track thc

migration from IPSAS Cash basis of financial rcporting to IPSAS accrual basis of

reporting.

REPORT ON EITFECTIVE,NESS OF INTERNAL CONTROI-S, RISK MANAGEMENT

AND GOVERNANCE

95) Conclusion

Report ott tlrc !:xrntinutiott of the Rcport o.f tlu .lutlit<sr-(jenerul on
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7. There were no material issues relating to effictiveness of internal controls. risk management
and governance.

NATIONAL EXCHEQUER ACCOUNT

REPORT ON THE FINANCIAL STATEMENTS

96) Unqualified Opinion

8. There were no material issues noted during the audit of the financial statements of the
National Exchequer Account.

Other Matter

9. Budget Control and Performance

97)The statement of comparison of budget and
estimates of Kshs.2,617,207,172,439
Kshs.2,497,637,419,57 5 resulting to an co of Kshs.127,337,194,547 or 5o/o
of the budget. The statement also refl get ion on Exchequer transfers to

' i!. l.
' :, ".\,c

perfofryrAnce reflects revised revenue
total,- revenue collections of

National Government; Recurrent
Consolidated Fund Services of 97
However, as reflected under
transfers, four (4) M
were significantly low -
funding under the deve

Submission by the
98) The Accounting

Agencies
o State
a

Votes, County Governments and
960/o of the budgets respectively.and

financial statements: detailed analysis of

despite

and Agencies (MDAs) received transfers that
4lYo and 80% with some not receiving any
having budgets.

itted that it was true that Ministries, Departments and
budget utilization especially on Development Vote were

for Fisheries, Aquaculture and the Blue Economy
for Tourism

,. Service Commission

,... : a National Gender and Equality Commission

99)National Treasury provides exchequer after Ministries have processed their payments and
make exchequer request when ready to make payments. In thsabsence of excliequer request
from the MDA, release of funds may not be possible thus resulting to low budgei utilization
for example, Parliamentary Service Comrnission did not have any request unfunde<l at the
end of the year under review.

100) It was also irnportant to note that Donor funds are part of voted provision for
developurent and therefore low disbursement of donor furrds from development partuers
affected the utilization budget by the respective MDAs.

Repon on tlrc l:xoninutton ol'the llepoil of the ..lutliror-Generrrl on tlte L irrmcial Stetenpnts for tlv .\'utionll Coternrnent for rhe |eat.
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101) State Department for Fisheries. Aquaculture and the Blue Economl'and National

Gender and Equality Commission rvhose development budgets are mainly donor funded,

have lorv budget utilization due to low disbursement by donors.

The Committee observations and Findings
102) The Committee observed and found that:

(i) There was revenLre under-collection of Kshs.127,337,194,547 or 5o/o of the budget;

(ii) Four MDAs namely: State Department for Fisheries, Aquaculture and the Blue

Economy, State Department for Tourism, Parliamentary Service Commission and

National Gender and Equality Commission had not made their Exchequer requests for

development votes for funds to be released for expenditure.

Committee Recommendations
103) The Committee therefore recommends that:

i) The National Treasury should ensure that the revenue target for KRA and the AIA

factored by the Accounting Officers in annual budgets are realistic and achievable.

ii)

iii)

realistic and adheres to credible b ensure that the revenue raised are

adequate to cover the exPend

10. Excess Exchequer

104) Two (2) MDAs uer issues in excess ofthe approved budget for Salaries

and Remuneration ls (Recurrent) and State DePartment for Public Service and

Youth (Developm

Submission bt' th"e. Acigunting Officer
Officer submitted that it was true that there was an Exchequer over105) The'Apcouriting

issue reflected in our Financial Statements for the year 201812019 under the following:

o "'"salaries and Remuneration Commission (Vote R2081)-Recttrrent.

.' 'Staie Department for Public Service and Youth (Vote Dl2l l)-Development.

iOO) Salaries and Remuneration Cornrnission had original budget of Kshs.564,170,000.00,

tut was revised downwards in Supplementary Estirnates no I by Kshs'14,273,363.00 and

in Supplernentary Estimates no 2 Kshs.66,700,000.00. lt is important to note that

Suppliinentary Estimates no 2 reduction of Kshs.66,700,000.00 on Salaries and

Remuneration Comniission budget was nlore than the balance available in the budget at the

tilre of effecting Supplementary Estimates no 2 leading to Exchequer over issues'

The Committee observations and Findings

107) The Comrnittee observed and found that

F i n a n c i cr l St ct e r ne nt s.fo r t h e .\' o t i o n a l G ot e r n tt t e n t .fo r t h e \'e o r
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(i) Trvo (2) MDAs natnely: Salaries and Renruneration Comrnission (Recurrent) and State
Depaftment for Public Service and Youth (Development) received Exchequer issues in
excess of their approved budgets due to excess vote arising fi.om supplementary
estimates.

Committee Recommendations
108) The Committee therefore recommends that:

1) The Cabinet Secretary National Treasury, rvhen tabling supplementary estimates,
should also table a Circular detailing the changes in the votes affected by
supplementary budget.

2) The said detailed Circular should have been issued to the affected MDAs before
finalization and submission of the estimates to thc National Assembly.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

109) Conclusion

11. There were no material issues relating s of internal controls, risk
management and governance.

CONSOLIDATED FUND SERVI T

Basis for Adverse Opinion

12. Public Debt-Outstand

110) The summary of public debt reflects an outstanding loan balance of
Kshs.S,45 1,153,803
Kshs.649,735,951,9

,4 (20 l8-Kshs.4,801,416,851,482) representing an increase of
34or( 13.5%) of the public debt. The statement also reflects loan

repayments ofKshs:1,648,856,675,693 during the year but does not expressly indicate the
amount plooured during the year. However, review of the openin g and closing balances
and adjusted for the repaynents during the year results in borrowings of

,Kshs.2,298,5 93,627,627 which have not been supported.

1l l) Further, out of the twenty-four (24) loans sarnpled and reviewed, eleven (l l) had total
balances different from those reflected in the summary statement of pr"rblic debi prepareo
by The NationalTreasury. The total variance between the two sets of records amounted to
Kshs.95,241,461.497. The causes of the variances have not been explained. Under the
circumstances, the accLlracy of the outstanding loan balance of Kshs.5.45 l, 153,g03,41 6 as
at 30 Jr.rne. 2019 could not be confirmed.

Submission by the Accounting Olficer
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112) The Accourrting Officer subnritted that the ittcrease in otrtstanding public debt is dtte to

additional disbursements on the existing loans. nelv loans contracted during the year and

fluctuations in exchange rates. T'he outstanding loan balance of Ksh.5.45 l.l 53.803,416.00

is the outstanding government contractual obligation as at 3Oth Jtrne.20l9.

I l3) The movernent of outstanding public debt frorn Ksh.4,801.416,851,482'00 at the

6eginning of the year to Ksh.5,451,153,803,416.00 as at the end of Jttne, 2019 is shown in

the movement schedule. Out of 24 loans sarnpled in the debt database, I I loans had

variances amounting Ksh.95,241,461.497. The seven loans were understated in the

computation. Out of the seven loans. three loans are multi-curretrcy, three loans had

variances attributable to rounding up of applicable exchatrge rates and otre loan was

erroneously overstated. Analysis of the loans was attached.

I l4) Committee Obscrvations and Findings
i. fn" Committee observed that the Accounting Officer was yet to reconcile the

accumulated brought forward balances of Ksh. 1,064,098,739;

ii. The Comrnittee furthcr observed that the Accounting Otficer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) of the PFM Act,2012;

iii. The Committee also observed that the Accounting Officer failed to ensure that

reconciliations of the loan book are done in time and the complete financial statements

submitted to the Auditor General in time-as provided for in Article 229 (4)(h), and

section 8l(a)(a) of the Public Finance.Managemerlt Act2012.

CommitteeRecommendations j' u,'t;
1 15) The Cornmittee therefore recg-"Inlnendslthat:

il The Committee reprimands thc AtCounting Officer for violation of the provisions

of Article 229 (4) (h) of 1!reConstitution and Section 68 (2) of the I'ublic Finance

Managcmcnt Act2012.' .'

ii) The Accounting, Oificci ;hbuld always ensure that the loan rccords are reconciled

and analyzed withneceisa.y supporting documents and sutrmitted to the Auditor-

General in compliance with provisions of Section 68(2) of thc PFM Act 2012-

13.Inaccuracies in the Cash and Cash Equivalents

I l6) .As disclosecl in Note 5 to the financial statements. the statetnent of assets and liabilities

reflects bank balanccs of Kshs.249,080,863 as at 30 June 2019. On the other hatld, the Trial

Balance reflects bank balances of Kshs.1,0 64,098,739 resulting in a variancc of
Kshs.ll15.017,876 which has not been explaincd or reconciled. Further, the Board of Survey

Report on the bank balance as at 30 June.20l9 was not availed for arrdit revierv. Under

the circumstances. the accuracy of the reported bank balances of Kshs'249.080.86 as at 30

June, 2019 cotrld not be confirtned.

Submission by the Accounting Officcr
ll7) 'fhe Aicounting Officer adrnitted that the batrk account balance as at 3Oth June.20l9

rvas Ksh.249.080.863 as reflcctecl in the financial Statcments.-[hc amoLllll sltou'n in the

trial balalce of Ksh. I .064.098,739 inclucles accumulated brotrght fonvard balances that had
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not been analyzed and cleared in the systerl. The t$,o sets ol records are being reconciled
in the debt auto bank reconciliation system. Further. the board of survey r.poit as at 3gth
June.20l9 has since been provided.

I l8) Committee Observations and Findings
i. The Committee observed that the Aicounting Officer was yet to reconcile the

accumulated brought forward balances of Ksh. 1.064,09g,739;
ii. The Committee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) of the pFM Act,2012:
iii. The Committee also observed that the Accounting Officer failed to ensure that

reconciliations are done in time and the cornplete financial statements submitted to the
Auditor General in time as provided for in Anicle229 (4)(h), and section g1(4)(a) of
the Public Finance Management Act2012.

Com mittee Recommendations
119) Committee therefore recommends that:

Emphasis of Matter

14. Unauthorized Over- Costs and Loan Interest

120) The summary reflects a final expenditure budget and actual
on comparable ,303 ,865,1 42 and Kshs.826,202,867,839 respectively,
resulting in under of Kshs.22,100,997,303 or 3oh of the budget. However,
detailed analysis of vldual expenditure items revealed that an over-expenditure was
incurred Interest Treasury Bonds (TB) and Foreign Borrowing (FB) of
Kshs.50,24 ,64,b and Kshs.76,0l I ,232,922. Although Management has explained that
parl of the over
to p.ending b'ills

ure on interest on Treasury Bonds of Kshs.28,915,693,668 related
the financial year 201712018, the amount had not been disclosed in the

financial statements for that year The over expenditure has not been authorized.

Submission by the Accounting Officer

l2l) The Accoutrting Officer admitted that the final budget for the year under review was
Kshs.848,303,865,142.00 while the actual e*ch"qu"r issues amounted to
Kshs.826,202,867,839.00. The variance of Kshs.22,106,997,303.00 was rhe under
expenditure due to lack of exchequer.

Over-Expenditure on Treasu11, Boncls Interest
122) The overpaynterlt of Ksh.50.247.59L6i9.95 on Treasurl, Bond interest relates to an

expendittrre for 201712018 u'hich rvas paid using Governrnent Overclrafl accou.t.-l-5e
Report on tlp lixontination ofrtrc Report of rhe _l Stotenents -fbr tlte .\'uttonol Got.ertrntent fir rhe |eur
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Treasury Bonds were later budgeted for in the financial year 201812019 to service the

overdraft.

Over-Expenditure on Foreign Borrorving Interest
123) The expenditure as reported in the ledger reflected variances that are due to the rise in

exchange rate, interest on new borrowings and mis-posting. However. variances resulting
from mis-posting have since been corrected. The omission of disclosing the pending bills
of Ksh.28,915,693668 is regretted. Projected interests on foreign debt are generated from
the debt rnanagement system at the time of budget formulation. They are based on the actttal

disbursements of individual loans.

Committee Observations and Findings
The Committee observed that:

i. The final budget for the year under review was Kshs.848,303,865,142.00 while the

actual exchequer issues amounted to Kshs.826 ,202,867,839.00 leading to a variance of
Kshs.22, I 00,997,303.00.

ii. An over-expenditure was incurred on Interest on Tre,hsury,.Bonds (TB) and Foreign

Borrowing (FB) of Ksh s.50,247,591,640 and Kshs.Z6O I 1';232,922;
(*
"d'

Committee Recommendations
124) The Comrnittee therefore recomm
The National Treasury should ensure bills disclosed in the financial

statements are complete to enable in the subsequent financial year.

15. Unresolved Prior Year

15.1 Unsupported Balan

125) As previously statement of assets and liabilities for the year ended 30 June,

,,eNpenditure for new loans and new administrative costs of Kshs.7,919,757,971 and

Kshs.59,894,313,393 respectively but details of these payments were not provided.

Consequently, the accuracy and cornpleteness of these balances could not be confirmed.

Submission by the Accounting Officer
126) The Accounting Officer admitted that the issue was discussed by PAC in report for

201712018 but remain unresolved since the Fund Balance and Accounts Payable are yet to

be reconciled in 201812019.

Committec Observations and Findings
127) The Committee observed and found that

encted j0 Jtute lttlg Page 24



l) 'fhc Accounting Officer did not irnplement the Cornrnittee recommendations for
2017t2018;

2) The Accounting Officer breached Section 68 (2) (b) of the PFM Act, 20t2by failing to
ensure that accurate and complete financial statements and records for CFS is prepared
and maintained in confonnity with Regulation 97 on the basic structure of government
accounts;

3) The amount of Ksh.1,244,520,000 has been adequately explained and supporting
schedules provided for audit review and verification;

4) A prior year adjustment of Ksh.27,251,420,599 had not been adequately been
explained;

5) An expenditure of Ksh.7,919,757,971.05 had been clarified up to Ksh7,777,060,595
leaving a balance of Ksh142,697,375.07 unexplained.

Committee Recommendation
128) The Committee recomrnended that:

Within three (3) months upon adoption of
reconcile and submit for audit review the

this report, the Accouiting Officer should
supp in compliance with

provisions of Section 68(2) of the PFM Act Accounting Officer
should ensure that complete financial and re presented to the
Auditor-General pursuant to the provis Article 229 of the Constitution of
Kenya 2010 and Section 68(2k) of the Act

15.2 Accuracy of the Financial

129) As reported in the comparison of the statement of receipts and
payments and the I ended 30 June, 2018 reflected different accounts
balances in respect to as indicated.

Item Description

.''): 
". (Kshs.)

Ftrr{ntrial
Sthffrent Balance

Ledger Balance
(Kshs.)

Variance
(Kshs.)

Interest Payment$
'Foreign

Borrowings

on

'84,357,497 ,l ll 84,725,600,971 368,1 13,960

on

Principal
Repayment

Domestic Loans

111,700,945,296 294,936,376,343 I 83,135,53 1,047

-Pre-1997CBK
Loans

l,l10,000,000 2,220,000,000 l,l 10,000.000

Repayment of
Principal Il'om
Foreign Lending
and On-Lending

141,532,524.729 141.360,882.966 t7 | .641.7 63

Report on tlrc F-rontinatiott o.[ rlrc Report of the .lucliror'Gener al on tlv Finonctll Starentenrs.[rtr rlrc .\'ttional Gor.e rnnrcnt [.r tlrc I tctr.
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Exchequer Releases 5 I 7, I 6l ,87 6,534 517.161,876,534

130) Management has however not provided any analysis and supporting documents to

support the adjustments. The accuracy of the balances reflected in the financial statements

could therefore not be confirmed.

Submission by the Accounting Officer
l3l) The Accounting Officer admitted that the variance observed between financial

statements and Ledger on Principal Repayment on domestic loans and CBK- Pre-1997

Loan was due to IFMIS Reporting challenges while balances for prior financial year were

erroneously brought forward. The error was con'ected and the amended ledger was

submitted for audit review.

Committee Observations and Findings
132) The Committee observed and found thatThe Accounting Officer did correction of the

errors.

Committee Recommendation
133) The Committee recommended that-
The Accounting Officer must at all times ens

and other supporting documents pursuant to

2015.

REPORT ON LAWFULNESS
RESOURCES

134) Conclusion

16. There were no

resources.

," il,- \.5
,-i,

tre/Ahd nrovides accurate records
q ff(.j of the Public Audit Act,

ure t

ENESS IN USE OF PUBLIC

to lawfulness and effectiveness in use of public

NESS OF INTERNAL CONTROLS, RISK MANAGEMENT-d
REPORT ON EFBECTIIVE

'i;:.
AND GOVERNANqE'

"., 
t, 

"r 
, rrr r

,3.1),,, , Conclusion

17. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

REVENUE STATEMENTS (RECURRENT)

Basis for Qualified Opinion

18. Cash Book Balance

entletl )o" .ltnre )019 Page 26



18.1 Unsupported Adjustments
136) During the year under review, ullsupported adjustrrents r.vere made to the cashbook

because of the long outstanding reconciling iterns as detailed below:

Reconciling Item Amount
(Kshs.)

Payments in bank not in cash book 15,723,735,929
Receipts in bank not in cash book 34,524,942,523
Receipts in cash book not in bank 16,240,834,531

Payments in cash book not in bank 605,746,619

137) However, the adjustrnents were unsupported by way of authorized journal entries.

Submission by the Accounting Officer
138) The Accounting Officer adrnitted that the statement of AsSets an.d Liabilities as at 3Oth

June, 2018 reflects a prior year adjustment of
cornprised of interest on Treasury Bills and Central
paid under Treasury Bills' deposit account and
to the adjustments.

(shs.27,25 1,420,599 which mainly
BankofKdnya commission that were

"rron.p,..ritly 
reported in R050 that lead

',i

reversal of arnount on PA No. 112
erroneously captured on the item
corrected by posting the
Ksh s.7,9 I 9,7 57 ,97 | .00

140) Expenditure
administration

139) The amount of Kshs.1,244,520,000 a receipt in the ledger relates to the
payment to Citi Bank that had been

Sovereign Bond. The error was
item. The details of new loans amounting to

submitted for audit review

59,894,313,392.70 had initially been charged on new
an error caused by the system

7

l4l) Committpe Ob
i) The stat6(nent

ns and Findings
of Assets and Liabilities as at 30th June, 2018 reflects a prior year

adjustment of Kshs.27,251,420,599 which mainly cornprised of interest on Treasury
Bills arid'Central Bank of Kenya commission that were paid under Treasury Bills'
deposit.account and were erroneously reported in R050 that lead to the adjustrnentp

ii) The amount of Kshs.l ,244,520,000.00 indicated as a receipt in the ledger relates tq the

ii i)

142) Conrmittee Recommcndations

Reporr ott tln Erantinatton ofrlrc \leport ofthe .1u<htot -Oener.ul ort rlte [:inqncial Strttentents lbr the .\'{trrcnul

ended ;01' Jilne )0 l9
Got ernntent for
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The Accounting Officer should ensure that the cntitl' kceps up-ttl-datc and rcconciled

Iinancial and accounting recorcls that comply l'ith provisions of Section 68(2) of thc l'FM
Act2012 and that completc financial and accounting records are presented rvithirt thrce

(3) after the closc of the financial year in linervith Articlc 229 of the Constitutiott.

18.2 Long Outstanding Reconciling Items

143) The bank reconciliation statement in supporl of the cash book as at 30 June, 2019

reflects long outstanding receipts in bank stalement but not recorded in cash book of
Kshs.l 64,731, 174 dating back to June, 2000. No satisfactory explanation has been retrdered

for failure to reconcile the items. From the foregoing, it is not possible to confinn the

accuracy and fair statement of the reported nil cashbook balance as at 30 June 2019.

Submission by thc Accounting Officer
144) The Accor.rnting Officer admitted that during the year under review, there were

adjustments rnade on the long outstanding items in the Bank Reconciliation statements. The

National Treasury in the course of cleaning up the bank reconciliation and clearing the

outstanding items realized that whereas bank statements are posted on an individual item

basis, the Cashbook is posted on a voucher basis which includes several payments

processed in a single voucher. These postings in the bank weie cleared against the postings

in the cashbook to which an amount of Ksh. 164,731,174.20 retnained outstanding as receipt

in the bank but not posted in the Cashbook. A receipt Voucher for the same was prepared

and posted in the Cashbook on
updated. The documents were

145) CommitteeObservations
The Cornmittee observed and

book entries have been reviewed..

The bank reconciliation has since been

itor for verification

unting Officer that receipt voucher and cash

enLl!,l :tt,Jiln,':illq Page 28

Com mittee Reco m m gntiation
146) The Comrnittee rec6hiinended that-
Within three (3) montlrs upon adoption of this report, the Accounting Officcr should

reconcile and Submit for audit revicrv the backlog of un-rcconciling itcms in compliance

n'ith proviSions of Section 68(2) of thc PFM Act2012.

19. Variance in Tax Receipts

147) The statemellt of revenues and transfers rellects tax revenlles receipts of
Kshs.l ,440,830,33 1.255. However, the Kenya Revenue Authority accoutttability statcment

lbr the period reflects tax income receipts transfers of Kshs.l,338, 169,499,540 resulting to

an unexplained net variance of Kshs.102,660,831,716. No satisfactory explanations have

been renclered for the discrepancies between the two scts ol'records. Consequently, it is
lot possible to confirm the accuracy and completeness of the reported tax revelltle receipts

of Kshs. 1,440,830.331,256 for tlie 1'ear ended 30 Jtrne. 20 I 9.

Submission b1' thc Accounting Offi ccr

148) J'he Accounting Officer admltted that the Staternenl of reventtes and transfet's rellects

tax revenues receipts of Ksh. I .440.830.3 31 .225 ri hile Kertl'a revcrlLle Atrthoritl" s



accountability statentent reflects tax receipts of Ksh.1.338,169.499.540 resulti
variance of Ksh.102.660.83 l. However. KRA has since reconciled the balances.

Committec Observations and Findings
149) The Committee observed and found that:

i) The Accounting Officer admitted that the Statement of revenues and transfers rBflects
tax revenues receipts of Ksh.1,440,830,331,225 while Kenya revenue Auth[rity's
accourrtability statement reflects tax receipts of Ksh.1,338,169,499,540 resultirig to a
variance of Ksh. 102,660,831 

Iii) The reconciliations done by the Accounting Officer did not fully address the auditlquery
as raised by the Auditor. 

i

rls toa

Committee Recom mcndation
150) The Committee recommended that-
Within three (3) months upon adoption of this report, the Accounting'Officer ens
reconciliations is done and the complete financial stateme-ntS,,subqritted to the

urg that
Au[itor

of

General for revielv and reporting in

20. Unsupported Non-Tax Revenues

the subsequent ar+d

151) The statement of revenue and
Kshs.39,056,195,61 0; (20 I 8-Kshs.39 231)
services (PDL / traffic), social
(miscellaneous), proceeds from lngs
However, they were unsu detailed
accuracy and comp reported
Kshs.39,056, I 95,6 I 0 for 30 June 2019

it,cvcle.
: r ",,\

I

,.;r

non-tax revenue receipts
could not be confirmed.

Submission by the
152) The Accounti itted that the revised statement of revenue and t.an{fers

reflect non-revenue of Kshs.39,058,894.95/- for the year under review whose
by the time of audit. However, detailed ledgers supporfing

been availed for Audit review.

Committee Observations and Findings
15.3) The committee observed and found that cornplete ledgers supporting, revenue and transfers reflect non-revenue receipts of Kshs.39,058,894.95/-

under ieview was not submitted to the Auditor-General at the tirne of audit.

Committee Recommendation

staternenf of
for the 

{ear

wav

Report on the Exontinution of tle Reporr o[the .lrrdilor-Gancral on the Fittancial Sr(tenrcnts for tlE \arionctl Goterntnent for the lea,
cnded )O" Jxtrc l0l9 Page 29



Revenue Item Revenue

Statements
(Kshs.)

General Ledger
(Kshs.)

Variance (IGhs.)

Taxes on Individuals
(PAYE)

393,439,728.378 393,361,503,75 I 78,224,627

Corporation Tax 294,841,466.81 I 294,979,065,094 (137,598,283)

(Land Rent) 610,032,875 617,606,996 (7,574,121)

Vat on Domestic

Goods/Services

230,775,544,313 234,058,961,044 (3,283,416,731)

Vat on Imports 183,367,863,463 182,586,223,952 78 1,639,5 I I

Excise Duty I 96,608,900, 149 I 96,588,499,134 20,401,0 I 5

Custom Duties 106,874,931,944 107,701,825,385 (826,893,441)

Import Declaration Fees 24,196,727,815 24,182,047,020 14,680,795

Stamp Duty l0,l 15,135,308 10,213,854,991 (98,719,683)

Total 1,440,830,331,055., , 
7 ,444,,289 ,587 ,367 (3,459,256,311

21. Varianccs Betrvecn Ilevcnuc Statemcnts and the Gencral Ledger
155) l-he statement of revenuc and transfers reflects tax revenues receipts that rvere at

variance with the ledgers presented in support as detailed out below: -

156) No explanations have been thb.va riances. Consequently, the accuracy and

of Kshs.1,440,830,33 1,055 for the yearcompleteness of the reported
ended 30 June, 2019 could not

Submission by the Accoun
157) The Accounting.Officer.adriiitted that by the time of audit, the Statement of receipts

and transfers reflects various balances which were at variance with the figures in the

General ledgers. This was because by the time of Audit, some adjustments frorn KRA had

not been captured in the ledger. However, the reconciliation has since been done and the

two records agree. The reconciled records were submitted to the auditor for verification.

Committee Observations and Findings
158) The Committee observed and fbund that:

The Auditor-General has rcvicwed reconciliation betrveen Revenue Statcment and

General ledger. Adjustmcnts madc rvill be effectcd in thc 202012021financial statcnlents

as prior year adjustments by thc Accounting Officer.

Com mittee Recommelt dation
159) The Cornmittee recornuended tltat-
The Accounting Officcr cnsures timcly rcconciliations of revenue statements and tltc

comltlcte financial statcments submitted to the Auditor Gencral rvithin threc months

after close of the Financi:rl Year. This is in line u'ith provisiorts of Articlc 229(4) (h) of the

rtilled -ltl .1tilrc:t)lg

lbr tlrc ) t'ur

Page 30



Constitution and section 82(2) (a) of the I'ublic Finance Management Act 2011, re
together rvith Regulation 90 of the PFM (National Government) Regulations 2015.

Othcr Mattcr

22. l)udgetary Control and Performance
160) The staternent of comparison of budget and actual amoLlnts reflects final p from

foreign grants (AMISOM) budget and actual on comparable basis of Kshs.6,500.
and Kshs.575.433,441respectively resulting to under collection of Kshs.5.924,
9lYo of the budget. No satisfactory explanation has been rendered for the under coll
and measures being put in place to avoid recurrence.

Su

t6

Dr. Ibrahim Mohammed, CBS, the P ry and Accounting Officer r the
Ministry of Defence appeared before ttee on 20tl' July, 2021to adduce

ad

,000
9or

ence
on paragraph22 of the audited
for the Financial Year 20

ment for thc National Treasury (Vote 071)
was accompanied by the following officers:

ii - Deputy Accountant General

was

ver

Il. Mr. Lt Gen Vice Chief of Defence Force.

Senior Chief Finance Officer,2. Mr. C. K. M
3. Mr. Elect"inia W.

.i,

162) The Accoufrting Officer subn,itted that the projected budget of Kshs.8.SBill
revenue exoected from proceeds from grants with regard to AMISoM and al
missions inchiding the UN Peace-keeping mission in Democratic Republic of

'among bthers. The money was budgeted under the National Treasury since the lnet
rofSecretary had not appointed the Principal Secretary Ministry of Defence as the

Revenue. The Principal Secretary Ministry of Defence has since been appointed a Rec]ei
of I{evenue and received other grants that followed in the firrancial year.

The Committee observations and Findings
163) l'he Cornmittee observed and found that:
(i) 1-he appoirrtment of the Principal Secretary Ministry of Defcnce as receiver of

u'as done later in the financial year after the receipt of the first paynrent by the N
Treasury.

onal

ended jli .June l0l9 Pa e 31



(ii) The figures of Kshs.6.500.000,000 included receipts fl'om other UN peacekeeping

missions apart from African UItion Mission in Somalia - AMISOM.

Com mittee Recom mendations
164) The Comrnittee therefore recommends that:
The Cabinet Secretary for the National Treasury must ensure that the designation of
Receivers of Revenues under Section 75 of the Public Finance Management Act, 2012 is

done at the beginning of the financial year.

23. Incomplete Reporting on Waivers/Exemptions
165) The report on waivers/exemptions made available for audit review was incomplete and

lacked crucial information such as names of the beneficiary, tax amount waived, reason(s)

for the waiver and the applicable law for the waiver as required in law'

Submission by the Accounting Officer
166) The report on Waivers/ Exemptions did not include the fullnames of beneficiaries, tax

amount waived and reasons for the waivers. This was-because the file is bulky but a soft

copy of the same has been provided for audit verification.

i4"

Committee Observations and Findings
167) The Committee observed that the

receivers of revenues for the National entities

interest and penalties and write of tax including tax exemption. However,

full details of these waivers and including full names of beneficiaries, tax

amount waived and reasons were not disclosed to the Auditor General at

the time of audit.

168) Committec
i) The Co the Accounting Officer for violation of Section 9 of

the Public Audit 15 Article 210 of the Constitution and Sections 76 and 82

for the National Treasury and

have been granting waivers of

hs of adoption of this report, thc Cabinet Secretary for the

NatiOnal Irgdsury and planning initiate the development of a national government
'policy,on waivers and exemptions that include quarterly reporting to the National

Assembly on all waivers and exemptions.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

169) Conclusion

24. There were no rnaterial issues relating to effectivetress of internal controls. risk

nlanagernent and govenlance.

Reporr on the Exoninatiott gftlrc Repott ofthe .ltditor-Generul on tlte Financial Stutentents.ftir the \ 'otiotrul Gorcrnntent for the I ear

of the Pj"lVI Act 201

ii) Within tlfrep mbnt

endel 3tl" Jtme l0l9 Page 32



RE\TENUE STATEMENTS (DEVELOPMENT)

REPORT ON THE REVENUE STATEMENTS

170) UnqualifiedOpinion

25. There were no material issues noted during the audit of the development
statements.

Other Matter

26

171

Submission by the Accounting
actual amounts reflect final revenu" U'.,Olg.t
743,OOl and 50, I18,804,547 respectivply
49,938,454 or 26oh. The reasons for Jthe

172) The Staternent of com
and actual comparable sh.67,668,
resulting to under p Ksh.l7,5
underperformance

i. The delays in no ections frorn development partners
ll The budget for Fund amounting Ksh.4.Tbillion was not utilized due to

litigations and lack of implementation policy.
iii. Lack of exrShequer

iv. Additional funds that were factored in Supplementary Estimates II that was approv[d
'by Parliament in late June 2019 and which could not be utilizecl by 30th June 2019. tire

, closure of financial year under review. 
iv' The under absorption of Ksh.1,004,780,998 was due to delays in procurement $y

I

vl
KEMSA.
On the other hand, the under absorption was due

development partners

Explanations provided by managernent are noted.

173) Committce Observations and Findings

i

to late disbursements of funds dv

Report ort tlrc

cndel jfl Jlne l0l9 IPage 3



The Statement of comparable budget and actual arnounts reflect final revenue budget and actttal

comparable basis of Ksh.67,668,743,001 and Kshs.50,118,804,547 respectively resulting to

under perforrrance of Ksh. 1 7,549,938.454.

174) CommitteeRecommendation
The Cabinet Secretary, National Treasury should ensure that the revenue estimates are

realistic and adequate measures are in place to achieve the development revenue targets

by the MDAs.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

175) Conclusion

27. There were no material issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVENESS OF TNTERNAL

AND GOVERNANCE

IRISK MANAGEMENT

176) Conclusion

28. There were no material issues

management and governance.

s of internal controls, risk

REVENUE ST

ENTERPRISES

YERNMENT INVESTMENT AND PUBLIC

Basis for Adverse

29. Accuracy of Outstanding Loans

177) The of outstanding loans reflects an outstanding loans balance of
,916 as at 30 June,20l9. However, circularization of sample debtors for
revealed significant discrepancies between the reported book balances

,€frdxthe confirmed as owing by the respective institutions as detailed below:
the

No Entity Balance as per

Financial
Statement

Confirmed
Balance
(Kshs.)

Variance
(Kshs.)

1 Kenya Civil
Authority

Aviation 1,710,5 14,701 2,343,070,698 632,555,997

2 South Nyanza

Company Ltd

Sugar 199,027,420 794.628,045 595,600,625

Reporr on the E\anincttion o.f rhe Report o.lrhe .luditor-Generttl on lhe Financial Stutetnents.for llr .\'ctttonal Gorentntent for the l'eor

endetl 30t'June )019 Page 34



J Agro Chernical and Food

Company Lirnited
2,846.884.000 9.351.809.235 6.504.t)25.235

4 Moi University 23 1,250.000 257.765,332 26,515,302
5 Kenya UtaliiCollege 127.000.000 140.125.028 13,125,028
6 IDB Capital Ltd 1,555,675,500 212,979,779 1,342,69F,721
7 Kenya Rai lways Corporation 473,210,691,342 435,466,126,947 37,744.5p4,496
8 Cooperative Bank 402,151,336 35t,857.512 50,293.804
9 Water Resources Authority 362,612,300 372,705,009 (10,092.109)
l0 Equity Bank 421,332,807 100,282,010 321,050,197
ll Industrial and Commercial

Dev't Corp. (ICDC)
371,848,560 891,848,560 (s20,000j000

12 Kenyatta University 10,857,620,656 85,988,783 1A,771,611,873
13 SMEP Bank 79,037,111 69,157,472 9,879,$q
l4 Nofthern Water Works Dev't

Agency
5,389,000,000 2,757,697,547 2,631,30),,453

l5 Faulu Micro Finance Ltd 137,415,056 137,415,q56

178) The discrepancies between the two sets
Under the circumstances, the accuracy of
Kshs.809,988,920,916 as at 30 June, 201 ld confirmed.

Submission by the Accounting
179) The Accounting Officer confirm the accuracy of the outstanding

balance, the National and requested Entities with outstanding L
to confirm directly to the the principal Loan amounts owed to the Nati
Government as at 3 As observed by the Auditor there were n
discrepancies book balances and the amounts confirmed as owin
the respective in
have been reconcil

reconciled and agreed with the Auditor and the Statemer

template as a reporting tool to
' enable the department compare

:
w,lis not explained or

outstanding loans
ed.

of
recondil
balanJe

differences/variances reflected on schedule under par
explained and given to the auditor for review. While s

loan
)ans
onal
rajor
gbv
a29
ome

[t or
sted where appropriate, some on-lent loan balances rerpain

clear the outstandingbeing rnade to find the relevant data to
to address this challenge the National a

report and record on-lent loan ll
the figures as reported by the loanees

180) Committee Observations and Findings
i. The Committee observed that the matter was discussed in PAC report 2Ol7l2}l8 and

recornrnended that the Cabinet Secretary for
within three months (3) of tabling this repofi,
comprehensive frarnework for on-lending inc

by the NationaI Treasury;
ii. The Comtnittee further observed that implernentation of the above recornmendation is still

ongoing.

Report on the L.ytntination of tlte lleport oftlrc .luc:lilor-(ienerql on tlrc Financ'iol Stotutents for tlrc \'atiotrttl Cotentrnenr for thc l'eu

the National Treasury and Planning shguld,
ensure that the National Treasury develofis a

Iuding loan write-offs to governmeltt entfties

ended j0" June )0 l 9 papd :s



Other Matter

30. Unresolved Prior Year Matter

30.1 Dormant Loans
181) Loans amounting to Kshs.84,284,132,909 representing 10.4% ofthe total loan portfolio

of Kshs.809 ,988,920,916 as at 30 June, 2019 had no rnovement and as previously reported,

have remained unpaid over a significant period of time casting doubts on their

recoverability. The loan details are as tabulated below:

Balance as at

30 June,2019

No Institution )

1 Coast Water Service Board 12,241,117",290

2 East African Sugar Industries Limited, Muhoroni 1'Flg4l2?:100

3 Halal Meat Products :L7,701,420

4 Kenya Meat Commission p40,241,100

5 Kenya Urban Transport Various Towns 40,706,140

6 Lake Victoria North Water Serviceslghrd '\ 7,593,445,499

7 S outh Wate r S erv i c{,"B$Eg!-,Lake Victoria 13,121,785,606

8 MiwaniO utgrowers Mil ls Lirpi'tE\\ 6,600,000

9 Miwani Sugar Company (PQJ Ufl / 16,000,020

t0 tr4i*uni Sugar tr{ills Lffitdd} \"/ 78,088,180

ll tvtu m iis S u gar Co4p@y B[4qited 3,000,000,000

t2 Nationallrri .} 2,262,036,544

13 National and Pipeline

Corporation

2,460,874,897

14 Tina \rVater ServiEbs Board 7,543,716,143

9,713,565,506l5 TanathiWatei. Serv ice s Board

l6 WaterR.esburce Management 362,612,300

t7 ral Finance Corporation 475,119,163

l8 ,.Kenya Airways 24,224,000,000

Total 84,,284,132,908

182) No evidence of the measLlres taken by Managemerlt to recover the outstatrding amounts

u,as provided for aurdit.

Report on tle F-vrntnctrion ofthe Report ol tlrc .luditor-Getteral on the

end*l SU" Jrrne 2019

F-ittttttcictl Statenvnts.for the .\'ulional Goteuunent .for the l ear

Page 36



her submi e National W and tho

Ms. Sharon Obonyo, the Ag. Chief Exccutive Officer and Accounting Officer for National
water Harvesting and Storage Authority - NWHSA formerly National watcr Conf pany
and Pipeline cooperation - NWCPC appeared before the committee on I 8th Oc{ober,
2021 to adduce evidence on paragraph 30.1 of the audited financial sta tement fdr the
National rreasury (vote 1071) for the Financial year z0l8l20lg, she rvas accompflnied
by the follorving officers:

l. CPA Patrick O. Otara
2. Mr. Job Kiprotich

And submitted as follows

- General manager Finance
- Chief Economist

183) The Accounting officer subrnitted it had obtained three loans'through uu[,ou,
subsidiary agreements with the Government of Kenya for various projects ,, ,nJ*n ,dlr;,

Loan IDA
Loan No.: Loan agreernent dated

Project: Second Mombasa and

project.

Loan amount: USD 17,400,000

Loan Period: 15 Years, instal
Repayment start date: 15/l I
Principal amount ou
Interest: Accrued

Coastal W

i annually

o

handing over (30/06/2006):USD 6,960,000
f 16.65% p.a as per agreement

28th August,
il

ly, Engineering and Rehabilitltion

Kfw Fur Wiede
Loan No.: Loan dated 5th July,2002
Project Wellfield Rehabilitation project.
Loan amount: 5,000,000

Loan Periori: .l5"Years, instalments payable semi annually
Repay.ment start date: 3111212005

Principal amount outstanding after handing over (30/06/2006): DM 4,666,666.67
Interest: Accrued interest at the rate ol'6.5oh p.a as per agreement

Loan from AFD (Agence Francaise De Development)
Loan No.: Loan agreernent dated 7tl'May. 1999

Project: Improvernent of the Operational Conditions of Drinking Water Transmissiorr
Distribution System.

Loan amount: EUROS 9,146,941.03

Loan Period: l5 Years. instalnrents payable serni annualll,
Rcpal'ment start date: 3010612005

lleport on the l:xominution o.[the ReTxttt oftlte .ltrditor-Gonetul on tlrc ["inant'iol Staremenrs fot the .\'rrtinncrl Got.ernrntnr for tlrc I eur
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Principal amount outstanding after handing over (30/0612006): ELJROS 8,232,246.93

Interest: Accrued interest at the rate of 5.5o/o p.a as per agreement

184) The loans were disbursed through the National Treasury who in turn disbursed to the

Ministry of Water and lrrigation and thereafter the same was disbursed to the Authority.
The loans were to be serviced as per indicated repayment plans at the indicated interest

rates. The proceeds obtained from water sales were to be partly used in defraying the same.

However, the water tariffs were to be adjusted to accommodate the repayment but this was

never done.

185) On 12th August 2005, the then Minister for Water and Irrigation gazetted (Legal Notice

No. l0l in the Kenya Gazette Supplement No.61) the water (plan of transfer of water

services) rules,2005 to guide on the enactment of the Water Act2002. The Notioe required

that the Authority finalizes the transfer of certain roles relating to. sale of water to Water

Service Boards in their jurisdictions. The deadline for such eNeculion of transfer

agreements was 30th June 2006. The transfer was to be in the forril .of signed transfer

agreements. Though drafted, the transfer agreements were However, the Water

Service Boards assumed the assets but did not take ities.

186) Severally, the National Treasury and the A
the Authority, and the Authority has

intervention for both the signing of the

the loan due before handing over
Secretary in the State Department
portfolio taken by the AuthoritY

ve continued to claim from
of Water seeking on theirMin

a

and assistance on repayment of
dated lgth October, the Principal

the Authority to hand over the loan
Water Service Board as per the Transfer

I

Plan

1. ON-LENT LOAN ST

187) After analysis of the
loan to the Water
financed by the lo

Loa
Loan

loan portfolio, the Authority allocated the outstanding

B on the basis of the areas where projects that were directly
As such the loans were allocated as shown below:

dated 28th August, 1992

Mombasa and Coastal Water Supply, Engineering and Rehabilitation

n nt: USD 17,400,000

Loan Period: l5 Years, instalments

Repayment start date: l5ll1l1997
payable semi annually

Principal amount outstanding after handing over (30/06/2006):USD 6,960,000

Interest: Accrued interest at the rate of l6.65Yo p.a as per agreernent

a) Coast Water Works Development Agencv

Kfw Wiederaufbau

Loan No.: Loan agreement dated 5tl'July. 2002

Report on the Exaninatiott of tlrc Report ofthe..luditor-Genetal on the Ftnancial snrcnents .[or the .\'tttional Gorernnenl-for the lear
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Project: Sabaki Wellfield Rehabititation project.
Loan amount: DM 5.000,000

Loan Period: l5 Years. instalments payable semi annually
Repayment start date: 3111212005

Principal amount outstanding after handing over (30/0612006): DM 4,666.666
Interest: Accrued interest at the rate of 6.5oh p.a as per agreelnent

b) Tana Wqfor Wnrlrs cvelon ment Aooncv

Loan from A FD (Asence Francaise f)c evelonment)
Loan No.: Loan agreernent dated 7thMay,1999
Project: Improvement of the Operational Conditions of Drinking Water Transmission
Distribution Systern. (Kandara and Kahuti Projects)
Loan amount: EURoS 9,146,941.03 Allocated Amount: EUROS 4,573,470.52
Loan Period: l5 Years, instalments payable semi annually
Repayment start datc: 30106/2005
Principal amount outstanding after handing EUROS 4,116,123.47
Interest: Accrued interest at the rate of 5.5o/o p.

.67

I

Fnd

c) Water

from
Loan No.: Loan agreement

Project: Improvement
Distribution System

Loan amount:

1999

Conditions of Drinking Water Transrnission an[

1.03 Allocated Amount: EUROS 2,286,735.26
ents payable semi annually

,l
Loan Period: 15 Y
Repayment start date:
Principal amoull t outstanding after handing over (30/06 /2006): EUROS Z,OSB,06l .73
Intercst: ,{ccrued interest at the rate of 5.5%o p.a as per agreement

d) ,Central Rift Valley Water Works Develorrment Aeency

Loan from AFD (Aqence Francaise De Develorrment)
Loan No.: Loan agreernent dated 7th May, 1999

Project: Improvetnent of the Operational Conditions of Drinking Water Transmission and
Distributiorr System. (Litcin Project)
Loan amount: EUROS 9,146,941.03 Allocated Amount: EURoS 2.286.735.26
Loan Period: l5 Years. instalrnents payabte semi annually
Repayment start date: 3010612005

Principal amount outstanding after handing over (30/06 12006): EUROS 2.058.061 .73
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Interest: Accrued interest at the rate of 5.5% p.a as per agreement

e) National Water Harvesting & Storage AuthoritY.

Loan from IDA
Loan No.: Loan agreernent dated 28th August,1992
Project: Second Mombasa and Coastal Water Supply, Engineering and Rehabilitation

project.

Loan liability: USD 10,440,000 : KES.1,067,385,600 (ExcR l:102-24)

Interest: Accrued interest at the rate of 16.650/o p.a as per agreement

Loan from {W (Kreditanstalt Fur Wiedera rrfharr)

Loan No.: Loan agreement dated 5th July, 2002

Project: Sabaki Wellfield Rehabilitation project.

Loan liability: DM 333,333.33: KES.18,093,333.15 (ExcR l:54.28)

Interest: Accrued interest at the rate of 6.5o/o p.a as pelagre"ement

Loan from AFD (Asence E@
Loan No.: Loan agreement dated TthMay,l
Project: Improvement of the Operational Drinking Water Transmission and

Distribution System

Loan liability: EURO 914,694.10 91.06 (ExcR l:106.60)

188) The Authority on her the NationalTreasury through the Ministry of
Water, Irrigation and ist with the loans repayments. The Authority has

declared the loans as bills and has sought the intervention of the National

Treasury through in clearing loans.

F urther Victoria Works D
;

LVNWWDA ,.'".
'": 

., ."i'

Eng. Danson Feter Ngongi, the Ag. Chief Bxecutive Officer and the Accounting Officer

for Lalib Victoria North Water Works Development Agency appeared before the

Coiiiinittee ori 12,h October, 202L to adduce evidence on paragraph 30.1 of the audited

financial statement for the National Treasury (Vote 1071) for the Financial Year

2018/2019. He rvas accompanied by the follorving officers:

1. CPA Fredrick Toloyi
2. Mr. Dickson Opiyo

And submitted as follows

- Ag. Chief Manager finance

- Technical Manager USP
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189) The Agency subrnitted that the National Treasury on various dates has on
from various development paftners to the agency to develop water infrastrllcture.
infrastructure was developed, it was handed over to the county governments in
provisions of Water Act 2016, to be operated and maintained by respective Water
Providers (wsP) and or community organizations water service providers.

190) The details of the loans and the benefiting Water Service providers is as fol

loans
e this
with

c

191) A brief examination
out common challenges

WSP under the mandate area of LVNWWD
are unique to respective WSPs: -

o brings

I

a. Kakamega r & Sanitation Company/Corporation
92 of Kakamega and it's in the

ing the water supplies i
were developed by L

rage system in Kakamega The
challengesithis WSP undergoes include underperforrning water schemes e.g. like umlas

"V{at-et Supply which operates at30%o;the company has no periodic maintenance les;
over employment of staff; low revenue collection; lack of meters to install;
revenue waters;

b. Nzoia Water Services Company(NZOWASCO)
193) This conipany is owned by the counties of Bungoma ancl rranszoia

company operates webuye, Bungoma, Kimilili, Sirisia-Chwele and Kitale Water
The company also operates sewerage systenl in the towns of Kitale, Bungoma ancl

194) The comparty is non-cornpliant to corporate governance ancl the r.egulator Water
nre (itsServices Regulatory Board(wASREB) has placed it under Special Regulatorl,R

Report on tlrc [:xorrttttcrtiott ol tlrc

non-

The
lies.

ebuye.

l.ettr

Lender Loan ID Subsidiary
Loan
Agreement
Date

Amount Benefiting WSP

Kshs

Kflv Nzoia Cluster I 9/30t2006 774,963,553.60 NZOIA WATERAND SEWERACE ( ]OMPANY

Kfw Nzoia Cluster I 11/13t2009 728,048,400.00 NZOIA WATER AND SEWERACF] ( ]OMPANY

Kfw Nzoia Cluster 2 312812007 I ,217 ,228,445.46 BUSIA WATER AND SEWERAGE ( OMPANY

Kfw Nzoia Cluster 2 7t28/2008 3,490,119,361.6d 'i**o,r,Mo wArER AND sEwEdAGE coMpANy

IDA 12117t2012 r ,3 83,08J,.28S,.34 Btoooner wATER AND sEwERA( iE COMPANY

J3afrF23 VIHIGA WATER & SANITATION C o. (AMATST)

Total r,[qr,ou]hrIo,

ended ill' Jtnc )019
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operatiolls are closel),nlonitored rvith conditions to meet before its lifted). Some of the

challenges include lack of relcvanl skill rnix to give strategic and policy directions.

Appointrnent of managers is on the basis of tribal or regional basis r.r'ithout regard to the

desired professional skills and exposure; high costs of pumping that leads to high

maintenance costs; and there is inefficiencies in managing the assets dtle to ownership;

c. Vihiga Water Services Company (Amatsi)

195) This Company is owned by the county Government of Vihiga. 'fhe company operates

Mbale, Kaimosi, Maseno and Sosiani water supplies. The company has not been able to

sustain its operations because all its schemes use pumping. The 7 schemes under the

company have a monthly running cost of Kes 2. I rnillion in electricity and relies on County
government of Vihiga for subsidies. With a custorner base of 9,500, 0nly 4000 are active

thus a low coverage of last mile connectivity; there is also High Non-Revenue water and

Inadequate ICT structure (software & Hardware) to improve efficiency;

d. Kapsabet Nandi Water & Sanitation Company

196) 1'his cornpany is owned by the county government of Nandi. It operates the water

supplies of Kapsabet and Nandi I{ills. Kapsabet town also has a srnall sewerage system

with a component of pumping. The sanitation system is run by the cotrnty governtnent due

to high costs of managing it. SonTe of the challenges in this WSP include old meters that

e. Busia Water & u9mpany
197) This company the County government of Busia. The company operates

seven (7) schemes Busia Mundika, Nambale, and Malaba - Kocholia water

supply projects. The pany also manages a sewerage system in Busia town. The

company's.monthly electricity bill is Kshs.2.2 rnillion against a collection of Kshs.2.6

million. The high costs of chernicals is at Kshs.800,000 per month. I-ligh non-revenue water

is at 50% due to frequent bursts, old meters that get stuck, many illegal connections.

Inefficient revenue collectiorr of Kshs.2.6million against a billing o1'Kshs.3.6million.

On reasons lvhv the loan has not becn serviced for all that ncriod

198) The Agency submitted that though the Loan repayments are factored in the current

tariffs beipg used for billing, the WSPs collect and do not remit the funds to the Agency

fbr onlvard transmission to the National treasury. The rnairt reasolls across the WSP are: -

a) Most of the WSP are underperfonning artd in most cases being strbsidized by the coltrlty

governrnents. This is due to; -

. The irrsufficient last ruile connectivity

. I-ligh elterg)/ costs due to punrping resultittg in high tlaintettance costs.

endtd -10" .ltrne )0lr)
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. High non-reveltue rvater of up to 50% due to old rneters that frequentll,get stuck.
frequent bursts due to old infrastrr.rcture and illegal connections.

o Inefficient & unscheduled repair & maintenance.
o Poor governance.

b) The WSPs are firmly underthe control of County Governments with the Agency having
no control. Though the infrastructure has been developed by the National Government.

c) Insufficient capacity by WASREB to carry out monitoring and Inspection and enforce
regulations.

d) There is Lack of clear policy and direction asset ownership, use and liability holding.

As rvith the ures nut in nlace to this Loan

199) The Agency submitted that there are no elaborate measures put in place to oblige the
WSP on repayment of the loan due to constraints. The best the h4s tried to do is to,Agency

the manengage the water service providers in a conversation both hgement and board
levels on the importance of Ioan repayment and how
has also on various occasions agreed with the WSps

The Agency

repayment as the first charge on all the WSPs
are made. This has not been honored.

before any other transfers

200) The Agency has no budgetary building; Monitoring &Evaluation
and; to make follow up on repair & and improvement of the schemes.
However, out of the beneficiary water and sanitation company has started
servicing its loan portion having 92,194 in financial year 201912020 and
Kshs.2 1,254,930 in Financial L The following requires to be done:

it
accounts with the loan

a) Strengthening the le to ensure recovery ofthe loans and levy arrears.
b) The National the loans due as the first charge on county government

revenues if remit.

bmiSsion t Comm n-

Brigadier James N. Githaga - Managing Commissioner, and Accounting Officer for
Kenya Meat rCommission appeared before the Committee on 10t1, November, 2021 to
adduce evideice on paragraph 30.1 of the audited financial statement for the National
Treasury (Vote 1071) for the Financial Year 201812019. Hc rvas accompanied by the
following officers:

l. Mr. Joseph M. Kimani
2. Maj. Ajierh G. A.
3. Mr. Wellington Magoi
4. Mr. Festus M. Joseph

and subrnitted as lollous

Finance Officer
Chief Legal Officer
Chief Accountant
Chief Internal Auditor
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201) -fhe Cornmission submitted that it received details of a loan o1'Kshs.940.241,I00.00

from the National Treasury vide letter Ref. DGIPE/LOANS/25 dated 5th June 2015. From

the available records KMC does not owe the National Treasury Kshs.940,241,100.00.

However. the Comrnission confirmed owing the National Treasury Kshs'300M excluding

interest and penalty as stipulated in the loan agreements. The Commission has

acknowledgemenr vide KMC/MC/MOF/O4ll5 of l6 April 2015 and annual confirmation

to Auditor General during circularization loan of Kshs.300M. This letters were availed to

the Committee for perttsal.

2OZ) On the outstanding anlount of Kshs.300Million, the Cornmission submitted as follows:

1.0 Outstanding Loan of Kshs.300 Million
i. KMC LOAN of Kshs.200,000,000.

Through the food security, water and energy crisis management programme, the

Government approved a budget of Kshs.l.398 billion for the Ministry of Livestock

Development to finance livestock offtake program. Offlake is a drought mitigation strategy

where the government gives resources in the lbrm of grants to stakeholder to purchase

emaciated animals.

203) Out ofthe approved budget, the Governnreht a loan of Kshs.200 M for purchase

conditions ofthe loan are stipulatedof livestock frorn drought stricken
in the loan agreement of 22 JanuarY 0 the agreement was availed for perusal

by the Committee

ii. Dormant loan of Kshs.l
204) In addition, the gov a budget of Kshs.l .3 12 billion to intervene

in the livestock sub-sector
).
ttt against the drought that was prevailing in the country

Out of the app ment issued a loan of Kshs.l00 M for purchase of
livestock from drou areas. The terms and conditions of the loan are stipulated

in the loan agreement
by the Committee.

on 4th rnay 2011. Copy of the agreement was availed for perusal

205) The Comnrission received government loans of Kshs.200 million and 100 rnillion in

ZOOgll0 and 2010/11 respectively and these are the loans the Commission hereby

acknowledges being owed to the government.

2.0 Reasons for Non-PaYmcnt

206) Has never honored its obligation in the payment ol'the oLltstanding instalment hence

accruingbothinterestandpenaltyatarate of2o/oand3ohperannual respectivelysince:

i. The Colrmission was technically insolvent; it was unable to honor its obligation as they

fall dge and pelsistent loss making due to high operationalcosts. Copies of the financial

performance was availed for perusal by the Corntnittee.

ii. l'he loans q,ere issued for drought mitigation (Offtake program) which is highly risk

(anirlal procurecl during the prograrn are weak and etuaciated hence verlr l6rtryi.,O

Reporl on lht Evtnttnoltrttt rt/ tlrc l?ep<trt ol'tle .ltditot-Oetrcrul on tlte I

ended j(l'.lute )t)19
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despite the fact that the animals are procured at a predeternrined prernium to cushion
the livestock farmer).

3.0 Proposed rvay fonyard on the loan
207) The way forward is as follows:
l. The KMC Audited account for the period ending 30 June 2007 referred to a Circular of

April 2005 where the Cabinet directed that loans owed by KMC be taken over and settled
by the government to enhance KMC Value. Copies of the audited account Financial year
2007 were availed for perusal by the Committee.

2. The Cabinet directive preceded the re-opening of KMC and it is presumed that all loans
prior to April 2005 amounting to Kshs.640,241,100.00 were taken over by the Govemment
and capitalized as Equity-Recommend the National rreasury to take over.

3. KMC acknowledges the loan of Kshs.300M and proposes the foltrowing measures to
address the outstanding loan:

Conversion of 300M loan to a grant as it was derived f.o-,lubp.oved budgets for
2009/10 and 2010/11. Being an emergency
viable.

it was not commercially

208) In the alternative, the loan be treated as referred to Multi-Agency Pending
off.Bills Verification Committee for cons

Committee Recommendations
209) Within three months of is report, the Accounting Officer seeks loan

write-off approval for 41,100 for Kenya Meat Commission (KMC) from
the Cabinet Secretary nder Section 69 (2) of the PFM Act 2012 read with
Regulation 148
ensures submissi

(National Government) Regulations 2015. Further
the granted approval to the Auditor-General as per

Regulation 148(7) (National Government) Regulations 2015 to clear this
matter

su

Mr. Allan Kilavuka, the Group Managing Director/ Chief Executive Officer and
Abcounting Officer for Kenya Airways appeared before the Conimittee on 25tl,October,
2021 to adducc evidencc on paragraph 30.1 of the audited financial statement for the
National Trcasury ffote 1071) for the Financial Year 201812019. He was accompanied by
the following officeru:

l. Ms. Hellen Mathuka - Chief Finance Officer

and submitted as follows:

endecl iO"./np 2019
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210) Kenya Airu,a1,s subrnitted that lollo*'ing approval b1' Cabinet in June 2017 and the

extra ordinary sharcholders gcneral rneeting of 7'l'August. 2017 held to approve the

restructurilg of the debt and ecluity i n KQ Government of K e n )'a (GoK) converted the

total debt/loan to equit),. GoK also received a mandatory convefiible note that matrtres in

2027. This saw CoK acquire a 48.9o/o stake in KQ. Therefore, there is no otttstanding

loan.

2ll) Committce Observations and Findings

i) Following approval by Cabinet in June 2017 and the extra ordinary shareholders

general meeting ol' 7th August, 20ll held to approve the restructuring of the debt

and eqgity in KQ Government of Kenya (CoK) converted the total debt/loan to

equity.

ii) GoK also received a rnandatory convertible note that maturesin 2027. This saw GoK

acquire a 48.9o/o stake in KQ.

iii) The National Assernbly approved Sessional Paper No.3 of 2017 on the govcrnment

guarantee of USD T5Omillion ( approximately Kshs 77.48Billion) in support of the

restructuring of Kenya AirwaYs

212) Committee Recommendations

Within three months of adoption of this rdpor,t; the Accounting Officcr seeks loan writc-

:..
REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

31. Supporting Documcnts and Management of Loan Portfolio

Zl3) As prev,iously reported, Management has not been able to confirm its active role !n the

*anag.nl"nt of existing loan portfolio and issuance of new loans through annual work

plans and periodic rnonitoring and evaluation reports. In the absence of budgets, annual

work plans, assessment or evaluation and performance reports of the loaning portfolios, the

propriety on the utilization of public funds could not be ascertained. There is also risk of
nori-servicing of the loans leading to continued write offs as bad debts which is a cost to

the public.

Submissiolr by thc Accounting Officcr
214) Loals aclvalcccl by The National Treasury are doue through loan agreetuents signed

between the National 1'reasury and the respective Entitics. Each loan agreelnellt spells out

clcarly tfte tcrms oleach loan which include the reports that tuust be subtuitted periodically

to The Natiorral Treasury durirrg the tifb of the loan lacilitl'.

Repot't on tltt I-.xttttinuliort r>/ tlte lleprtrt ttl tlu .ltrdrtu -Oetrcr ol tn tlt l:

cmlc(l -;(l 1,,ns )0 lg
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215) Committee Observations and Findings
The Cornmittee observed that Management has not been able to confirm its active role in the
management of existing loan portfolio and issuance of new loans through annual work plans
and periodic monitoring and evaluation reports

216) CommitteeRecommendation
The CS for the National Treasury and Planning should rvithin three months (3) of tabling
this report, ensure that the National Treasury devclops a comprehensive framelyork for
active participation of the National Treasury in the management of existing loan portfolio
and issuance of new loans through annual rvork plans and periodic monitoring and
evaluation reports.

31. Long Outstanding Loans (Arrears)
217) The statement of arrears of receipts reflects total amount in arrears of

Submission by the Accounting
218) The loan redemption and continued to grow and as at the end of

the financial year under stood at Kshs.39,165,038,239. As it has been
observed that most of th in arrears are experiencing financial difficulties.
However, the National
other hand, the

nues to demand what is due and outstanding. On the
rs prepared by the Department on behalf of the

Accounting the Cabinet Secretary on the same. However, the
department currentl the report for the Cabinet SecretaryA.{T as required by the
PFM Regulations,20l

5

219) Committee Observations and Findings
The Conrmittee observed that the matter was discussed in PAC report 2Ol7lZOl8 and
recommended ihatthe Cabinet Secretary for the National Treasury and Planning should, withip
three months (3) of tabling this report, ensure that the National Treasu=ry develops a
comprehensive framework for on-lending including loan write-offs to government entities by
the National Treasury.

REPORT ON ITFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

220) Conclusion
33. There were no material issues relating to eff'ectiveness of interrlal controls. risk

manageutent and governance.

Report on the Exontinution oftlrc Reporr of tlrc .luclitor-Gcnerttl on the Finatrckil Sktenrcnts [or thc .\trtiortol Got.ernnrcnt for the ltcrr
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STATEMENT OF OUTSTANDING OBLIGATIONS GUARANTEED BY THE

GOVERNMENT OF KENYA

REPORT ON THE FINANCIAL STATEMENTS

Basis for Disclaimer of Opinion

34. Presentation and Disclosure
221) The statement of outstanding obligations guaranteed by the Government of Kenya

reflects outstanding balance of Kshs. 152,317,825; (201 8-Kshs .164,132,745) being Capital
and Interest owed by Cereals and Sugar Finance Company. However, the Consolidated
National Government Investment Report for the year 201812019, prepared by The National
Treasury in accordance with Section 89 of the Public Finance Management Act, 2012,
indicates that the total outstanding Government guaranteed debt stood at

Kshs.159,405,000,000 as at 30 June,2019 as shown below:

outstanding obligations guaranteed by the Government of Kenya as at 30 June,20l9. No
explanations have been provided for the otnissions. Under the circumstances, the

cornpleteness and accuracy of the outstanding balance of Kshs.l 52,317 ,825 reflected in the

statement of outstanding obligations guaranteed by the Government of Kenya as at 30 June,

2019 could not be ascertained

Submission by the Accounting Officer

Cereals and Sugar Financc Corporation

etulecl j(/" Jttre )019 Page 48

Government
ebt as at 30 June, 2019

"(Kshs.)

OuAgency

q3J7,000,000Kenya Broadcasting Corporation (KBC) *,:'
2?9;ooo,oooTana and Athi River Development Authori[y\

/346,000,000East African Portland Cement PLC --\4!.
43,035,000,000Kenya Electricity Generating Compafy Ptrq )'
34,061,000,000Kenya Ports Authority "r-q.\- J
4,603,000,000Kenya Rai lways Corporationofu
76,724,000,000Kenya Airways ,( .X ,}
159,405,000,000Total -r'r,AI
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223) 'l'he obligatiott guaranteed by the Governrnent in respect of borrou,ing by Cereals arrd
Sugar Finance Corporation arnounting to Kshs.152,317.825 has rernained outstanding
pending conclusion of the winding up ofthe corporation. The National Treasury establishecl
a Taskforce on windirrg up of Dormant Funds. The National Treasury sought and got legal
opinion and recommendations from the Attorney General uid. his letter
Ref.AG/CONFl6lE/170 VOL II(5) of l7'h May 2019. Acabinet Memorandum on winding
of the lund vide letter Ref. No. MOF/ACI3O5C Vol.2 (172) of lOth September 2019 was
forwarded to the Attorney General and in reply vide his letter Ref. AG/LDD/lgglllgl OF
lgtl'November 2019 he advised that draft revocation orders be prepared on the fund. The
revocation order 2020 was done and subrnitted to the cabinet for consideration and
approval. The Head of Public service vide letter ref no. CAB/GEN.3ll/l VOL.XVII/(lg)
dated 2nd March 2021 comrnunicated The Cabinet Approval for revocation order of the
Fund. The Orders were forwarded to Attorney General's Office vide letter REF
AG.MOF/AC/305C YOL.2 (213) dated 12 April, 2021 for onward transmission ro the
National Assembly. With the conclusion of the winding up, the issues raised by the Auditor
will be fully addressed.

224) Committee Observations and Findings
1'he obligation guaranteed by the Government in
Finance Corporation amounting to Kshs.152,3
conclusion of the winding up of the corporation.

by Cereals and Sugar
outstanding pending

225) Committee Recommendation
1) The Cabinet Secretary for the N ury should ensure the finalization of

the Cabinet Memorandum of the Fund
2) Thc Accounting Officer ith the Attorney General's Office on the

transmission of the d um to the National Asscmbly for the approval of
conclusion ofthe
General

to fully address the issues raised by the Auditor-

35. Decrease in Gua tions
226) The statolpent indicates that obligations guaranteed decreased from Kshs. I 64, I 32,7 45

reported as at 3.0 Jun;e,2018 to Kshs.l 52,317,825 as at 30 June. 2019 Although Note 2 to
the fi nanoialo5taternents explain
not.avail docurnentary evidence

s the reasons for the decrease in balance, Management did
to support the explanation. Consequently, the accuracy of

the reported decrease of Kshs.l I ,814,920 could not be confinned

Submission by the Accounting Officcr
227) The statement of Obligations Guaranteed by Government of Kenya reflected contingent

Iiabilities amounting to Kshs.164,132,746 as at 30,h June, 20lg rnade up of
Ksh'l1,814,920.00 gttaranteed to Bond Holders relating to Kenya Railways Corporation
and Ksh.152,317,825 irt respect of borrowing by Cereals and Sugar Finante Corporation
as at 30th June,20l8. Kenya Railways Corporations informed us vide their letter
relbrenced KRC/F-IN/22 dated 9th April.2018 that there are no documents to support the
tu'o Bonds. Therefore, the corporation is unable to provide infbrmation and rnatuiity clates
and details of bond holders. The Corporation has firrther confirmecl that no claim or
cotlrtrtttrication ott the said bonds lias been received in the last telt ),ears.

Report ott tlrc l'itanrinatrcn of the I?epott ofthe .luditor-General otr tlrc l'itnnciul Stotentcnrs.for the .\'ationul Goterntnent for tlrc ]e rtr
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Z2g) Further, the National Treasury rvrote vide letter reference No. DMD4146 dated 30th

i.,lovember, 201 8 seeking the corporation's concurrence to stop repofting these bonds in the

financial statements forthwith. The corporation vides letter reference number KF/FINAIT/

(13) dated 5th March,20l9 concurred with Treasury's proposal. The National Treasury

therefore stopped reporting the obligation guaranteed to Kenya Railways Corporation'

Therefore, this reduced the level of obligations guaranteed by government'

229) Committee Observations and Findings
The National Treasury stopped reporting ttie obligation guaranteed to Kenya Railways

corporation. Therefore, this riduced the level of obligations guaranteed by government.

230) Committee Recommendation
The Accounting officer should ensure that the cntity keeps up-to-date and reconciled

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

Act2012 and that complete financial and accounting records are presented within three

(3) after the close of the financial year in line with Article 229 of the- Constitution'

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OE PUBLIC RESOURCES
t., _

7

231) Conclusion

36. Because of the significance ofthe in the Basis for Disclaimer of Opinion

section of my report, I have not been sufficient appropriate audit evidence to

provide a basis for an audit

REPORT ON E,FFECTIV AL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

232) Conclusion
of the matters described in the Basis for Disclaimer of Opinion37. Because of

section of my ve not been able to obtain sufficient appropriate audit evidence to

provide a baiis...{gr ari audit conclusion'

CONSOIJDATED FUND SEITVICES - SUBSCRIPTIONS TO INTERNATIONAL

ORGANIZATIONS

REPORT ON TI]E FINANCIAL STATEMENTS

233) UnqualifiedOPinion
3g. There were no rnaterial issues noted during the audit of the financial statements of the Fr-rnd

234) Committee Observations and Findings

Report on the Etaninolton o.[the Report o[the.'l the l'eur
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The Comlnittee observed that Paragraph 36 to 38 had no issue compliance with lawfulness ancl
effectiveness in use of public resources effectiveness of internaI controls. risk management and
governance.

Other Matter

39. Dormancy of Consolidated Fund Services - Subscriptions to International
Organizations

235) The financial statements of the CFS- Subscriptions to International Organizations for
2016/17,2017 /18 and 2018/19 financial years reflects no activity for the threle years period.
Although a budget of Kshs.500.000 has been allocated under CFS - Subscriptions to
International Organizations every year, no activities have been reportbd during the three
(3) years period. The relevance of the CFS- Subscriptions to Internaiio nal Orgaizations is,
therefore, not clear especially in view the Public Finance Marlagen,e; Regulations
(African Union (AU) and Other International Organizations Iubscription Fund)
Regulations, 2017 that established the AU and Othpr International (irganizations
Subscription Fund from which Kenya's contributions to AU. and Other International
Organizations should be paid from.

Submission by the Accounting Officer
236) The Accounting Officer adrnitted payments made during the

the respective reports under
because since there were no

financial years 20 16/17, 2017 /18 and
vote 0006 CFS Subscriptions to
demand notes from the respective The expenditure under vote 0006 for the
five institutions i.e., Intern for Reconstruction and Developrnent/IDA,
International Monetary F I Investment Guarantee Agency (M.I.G.A.),
African Development
laws creating them.

Finance Corporation is as required by various

237) Explanation
satisfactory. 

,_

235) Committed'Observation and Findings
No paymentb w.ere made during the financial ycars 2016117,2017118 and 20lg/19 as
reflectetl'in the respective reports under vote 0006 CFS Subscriptions to International
OrganiZations because there were no demand notes from the respective organizations.

40. Unresolved Prior Year Audit Mattcrs

239) The following prior year audit matters remainecl unresolved as at the end of the financial
year:

40.1 comparison of Expencliture rvith the Appropriation Account
240) As reported in 201712018 financial year. The National Treasury financial statements

reflected pa)'lllents as grants and transfcrs arnounting to Kshs.1.069.476.595. Incluclecl in

Report on tlrc Ertninution of the Report of tlte .lutlitor-Genentl on tlrc Stotenknts.[or tlrc \'oti<tnttl Cor.at.nrnanr for the l'eur

of lack of demand note from International Organizations
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the amount \\rere melnbership dues and subscriptions to unspecified international

organizations totaling to Kshs.48,779,790 while the remaining balance of

Kshs.l ,020,696,805 was indicated to have been paid to four organizations as detailed out

below: -

Amount

Organization (Kshs.)

Africa Capacity Building Foundation 42,333,304

Shelter Afrique 355,000,000

MEFMI 81,363,501

International Bank for Reconstruction and Development, 542,000,000

IBRD
Total 1,020,696,805

241) There is a risk of duplicate payments of expenditure'where The National Treasury

makes payments without authenticating with organizations.responsible for the payments

and more specifically where payments are not losed as is the case of

Kshs.48,779,790. From the foregoing, The N not drawn a distinction

Submission by the Accounting O

242) The Accounting Officer during the financial year 2017/2018, the

Government made Pa transfers amounting to Kshs.l ,069,476,595

Included in the ex ,069,476,595 are membership dues and subscriptions

totalling Kshs.48, paid to various International Organizations under voted

provision vote 107 FY 2Ol612017 all subscriptions both local and international

organisations were ated and budgeted under Vote l07l - The national Treasury

H allocation for each institution. Since then, there was no budget

al itutions under vote CFS R053 - CFS Subscriptions to International

Organizatiorts. 'i

Committee Observation and Findings

243) During the financial year 201712018, the Governntent made payrnents as grants and

transfers amounting to Kshs.1,069,476,595. Included in the expenditure of

Kshs.l ,069,476,5g5 are membership dues and subscriptions totalling Kshs.48,779,790 that

was paid to various International Organizations under voted provision vote 1071. The

explanation by the Accounting Officer was satisfactory to both the Committee and the

Auditor.

40.2 Unsullported llalances

between subscriptions and grants and

International Organizations and The Nat

Report ott tlrc Exctuinuliotr o.f the Report o.l'tle .luditor-Generul on

entlerl j0' .Jtrne -'019

points of CFS - SubscriPtion to

main account resPectivelY.
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244) In the audit report of 201512016. the detailed statement of Kenya Governmenr share
subscriptions and capital contribution to international organizations under Note 5 of the
financial statements had reflected local value of subscriptions totaling
Kshs.51,403,651,783 against various amounts in foreign currencies as at 30 June.20l6.
However, an independent circularization to twelve (12) reported recipiept organizations
yielded only four (4) confirmations. Further, amounts confinned by two (2) of the four (4)
organizations differed significantly with the reported arnounts as per The National Treasury
records. Further, subscription for 2014/15 amounting to Kshs.1 16,813, 106,91 9 in respect
of ten (10) organizations were restated to Kshs.49,750,957,607 andattributed to foreign
exchange rate fluctuations. I{owever, the huge discrepancies attributed to foreign exchange
losses have not been explained.

Submission by the Accounting Officer
245) At the time of audit of financial statements for the

organizations namely African Capacity Building Found
Finance Corporation and Macroeconomic and Financial
had confinned Kenya's status.

year ended 30th June, 2016, four
ation, P.T.A. Bank, International
Management Institute (MEFMI)
lt

t' 'i,y-

MEFMI246) The amounts confirmed by p.T.A. Bank "tnd differed with the reported
amounts but were later updated as indi by th"e,1confi rmation letters. The remaining
eight organizations later confinned ptions and are in agreement with
reported figures. The subscriptions 5 amounting to Kshs.l16,813,106,919 in
respect of eight organizations bed capital. The amount was restated to
Kshs.49,750,957,607 in ord total paid up capital as at 3Oth June, 2015

247) The variance in es does not represent a loss to the Government but
majorly attrib
subscribed.

of the paid-up capital which is less than the amounts

.''lt
Committde,.Obs.ervations and Findings
At the tirne of audit of financial statements for the year ended 30th June, 2016, four
organizitions namely African capacity Building Foundation, p.T.A. Bank,
International Finance Corporation and Macroeconomic and Financial Management
lnstitute (MEFMI) had confirmed Kenya's status. The amounts confirmed by p.T.A.
Bank and MEFMI differed with the reported amounts but were later updated as
indicated by the confinnation letters.
The remaitting eight organizations later confinled Kenya's subscriptions and are in
agreenlent with reported figures. The subscriptions for 20l4l2)l5 amounting to
Kshs.l 16.813.106,919 in respect of eight organizations included subscribed capital.
The anrount was restated to Kshs.49.750.957.607 in older to reflect the total paid up
capitaI as at 3Otl'June.20l5. l'he variance in foreigrr currencies does not represent a

l?eport ort the Etoiltiltotion oftlrc Report ofthc .1 fttr tlrc .\'tttional Got.arnncnt.for. the l ear

248)
i)

ii)

cnclel )0" ,/une ll) I 9
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loss to the Governrnent but ntajorly attributable to reporting ofthe paid-up capital ivhich

is less than the amounts subscribed.

iii) The explanation by the Accounting Officer was satisfactory and therefore the matter

was resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

249) Conclusion
41. There were no material issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

250) Conclusion

42. There were no material issues relating to effeotivenesS"of internal controls, risk

management and governance.

251) Committee Observations and

The Committee observed that Paragraph

effectiveness in use of public resources

governance were discussed and

EAST AFRICA TOURIST

Basis for Disclaimer

Reporting Framework

!{r

on compliance with lawfulness and

of internal controls, risk management and

COLLECTION ACCOT]NT

43.

252) Section ofl'the Public Finance Management Act, 2012 requires an Accounting

Officer the financial statements in a form that complies with the relevant

accountingstandards prescribed and publ ished by the Public Sector Accounting Standards

Boafd (TPSASB). The Board has prescribed the Accrual Basis of accounting method for

accounts that carry forward and do not surrender balances at the end of financial year with

the following elements; the statement of financial position, statement of financial

performance, statement of changes in net assets, statement of cash flows and comparative

statement of budget and actual expenditure. However, the financial statements presented

for audit have been prepared in accordance with the Cash Basis of accounting method under

the International Public Sector Accounting Stattdards (IPSAS), which comprise of; the

statement of assets and liabilities, statement of receipts and payments, statement of cash

flows and couparative statement of budget and actual anlotlnts.

Report on rhe Exarninotion o.[rhe Reporr of the .-lmlitor-Ceneral on the l-inoncial Sttrtetnents.[or tlte -\ crtional Gotertttttert .[or the l ear
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253) In the circuntstaltces. the financial statements as prepared and presented do not comply
rvith the provisions of Section 8l(3) ol'the Public Finance Management Act,2012.

Submission by the Accounting Officer
254) The Accounting Officer submitted that it was true the financial statements of East

African Tourist Visa fee have been prepared on IPSAS Cash - basis as per the advice of the
Public Sector Accounting Standards Board Kenya Gazette Notice no 5440 of Sth August
2014. There has not been any revision on repofting standards to the Fund.

255) Committee Observations and Findings
The financial statements of East African Tourist Visa fee have been preparecl on IpSAS Cash
- basis as per the advice of the Public Sector Accounting Standards Board Kenya Gazette
Notice no 5440 of Sth August 2014.

256) Committee Recommendation
The Accounting Officer should ensure that the entity rip-to-date and reconciled
financial and accounting records that comply with p s'otSection 68(2) of the PFM
Act2012 and that complete financial and accou are presented within three
(3) after the close of the financial year in line e 9 of the Constitution.

44. Completeness of Statement of Bu
257) The statement of budget versus

amount from East Africa T
d isaggregates receipts into;
revenue fi'om partner
disclose the bu
performance as

d

Performance
ance reflects receipts as a consolidated

the statement of receipts and payments
of EATV stickers by Kenya, share of EATV

exchange gain. The Statement does not also
uently, the statement of budget versus actual

is not IPSAS cash basis compliant.

Submission by,$" Accounting Offi cer
2s8) The Accciurltin$ Officer admitted that the Statement of Revenue and payment

disaggregdtes receipts into Receipts from sale of EATV stickers by Kenya, Share of EATV
revenue from Partner States and Foreign Exchange gain. Receipts from sale of EATV
stickers by'Kenya- Kshs. 100,775,998.3 I is money collected by various agencies in Kenya
to be shared by the three partner states (including Kenya) and therefore doesn,t belong to
any one country and as such cannot be compared to the budgets of a particular country.

259) Share of revenue from Partner states amounting to Kshs l4 l,256.597 .l0 is money that
has already been shared by the three countries (including Kenya) and transferred to the
receiver of revenue to be eventually translbrred to the consolidatecl funcl (Exchequer
accourtt) for spending by the Goverrtment. This is the actual receipts from EATV that may
be compared to the Budget as tabulatecl here below. Attached is an extract of revenue
budget.

Report on the Exontination ofthc ReTtort of rhe ..ltulitor-Genertrl f-inoncnl Stutctrtetils.fot tlp .\'utrotutI Goterntnent for the )etrr
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Receipts Original
Estimates

Adjustments Revised

Estimates

Actual
30th June 2020

Difference

Kshs Kshs Kshs Kshs Kshs

EATV Fee 80,193,845.97 16,631,086.97 63,562,7 59.00 141,256,597 .10 (77,693,838.10)

260) Foreign Exchange gain Kshs. 157,702.92 is nominal receipt that cannot be shared since

the operative currency is the USD. East Africa Tourist Visa Fee MOU doesn't provide for

any expenditure other than the costs associated with the collection and transfer of EATV

revenue to partner states which should be within the 40o/o. (For FY 201812019 Bank charges

of Kshs.2, 100,5 16.36 were the only expenses)

261) Committee Observations and Findings
(i) The Accounting Officer admitted that the Statement of Revenue and Payment

disaggregates receipts into Receipts from sale of EATV stickers b.y Kenya, Share of
EATV revenue from Partner States and Foreign Exchange gain.

(ii) The share of revenue from Partner states is the money that has already been shared by the

three countries (including Kenya) and transferred to'the'reeeiver of revenue and may be

compared to the budget ,,," 
'' i

.1\

262) Committee Recommendation
(i) The Accounting Officer should

statement of revenue that com

Partner state in compliance

45. Poor Maintenance of

263) The financial
supported with the

Visa Regi ore,

the National Treasury prepares a

and actual share of revenue from
s of Section 68(2) of the PFM Act 2012.

and Supporting Documents

prepared and presented for audit were not adequately

source documents including the Trial Balance, Ledgers and

the cashbook presented had no evidence of having been

rev bank reconciliation statements were prepared and board of survey

rep 'carried out as part of the end of year procedures. The Joint verification

report"balances are at variance with those reported in the financial statements. In absence
-of proper accounting records and supporting docurnents, no reliance can be placed on the

financial statements as prepared and presented.

Submission by the Accounting Officer

264) The Financial Statements are reported in Kshs being the reporting currency but the USD

currency is the operative currency of EATV. In the course of Audit, the managernent

provided the Bank reconciliation statements, certificate of bank balances, the Bank

statements. the Cashbook, Receipt ledger and Trial balance as requested by the audit team.

The cash book and the bank reconciliation staternent u,ere prepared and checked by
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different auditors. A signed and stamped bank certificate was also provided to ascertain the
bank balances.

265) The above documents were in the operative currency (USD) but a conversion schedule
to the reporting currency (Kshs) was also provided. The conversion rates were based on the
day's mean rate as provided by CBK. The manual ledgers were provided because no proper
IFMIS module is fully developed to enable receipts and payments of the EATV which are
transfers done in foreign currency through Payment Advices (pAs).

266) It is true that l'he National Treasury did not avail the Stickers register received from
Rwanda. However, The Management advised the auditor via a letter dated 5th September
2019 Ref no. AG.3/l72ll Yol4 (12) that the EATV registers and unused EATV stickers
are kept by the Ministry of Interior and Coordination of National Government. The
responsibility of The National Treasury is to Share revenue received frorn the collecting
agencies: The Ministry of foreign affairs and the Directorate of Immigration.

.* li
The National Treasury did not avail the Stickers regis'ter receivbd from Rwanda. However, TheY
Management advised the auditor via a letter
4 (12) that the EATV registers and unused

Sep"tember 2019 Ref no . AG.31172/t Yol
are kept by the Ministry of Interior

and Coordination of National

268) CommitteeRecommend

1) The Accounting
reconciled fin

sh uld ensure that the entity kceps up-to-date and
nting records that comply with provisions of Section

68(2) ofthe 2 and that complete financial and accounting records are
presente,y' within (3) after the close of the financial year in line with Article
229 of thd€onstitution.

2) The Au{itor-General undertake the audit of the EATV registers and EATV
'stickers under the Ministry of Interior and Coordination of National Government
and report in the subsequent audit cycle

46. Non-Compliance with thc EATV MOU

269) Article 7 of the MOU outlines the rnodalities for sharing out revenues raised on EATV
fees amongst the partner states with ten percent (lO%) being retained by each rnember
cotlntry issuing the sticker for its adrninistration costs. irrcluding accrued bank charges, and
tlre relnainirry90o/o to be shared equally anlong the three partner states each receiving 30%.
The MOU also indicates the departments with the responsibilities to implerrent the MOU.
the timefratne for eff-ecting the transfers to the member states and further defines the

lleport ott tlrc Erontinotion <tItlrc Report o/ tlrc .lmlitot -Gene ral on the Finoncictl Stutenl,nts lor the .\'ational Cot erntte nt for the l eur
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amounts for adrninistration costs or bank charges. However, the statement of receipts and

payments reflects receipts from sale of EATV stickers by Kenya of Kshs.100,775,998

resulting to equitable share to the partner countries of Kshs.60,465,599. However. actual

transfers total to the partner countries amounted to Kshs.66,574,248 resulting an

overpayment of Kshs.6,108,649. Management has not provided the reasons for the

overpayment. In the circumstances, Management is in breach of the MOU.

Submission by the Accounting Officer

270) The Accounting Officer submitted that it was true that the Kshs.100,775,998.00 was

received from sticker issues from various agencies and Kshs.l09,126,198 transferred to

Partner states. The account had an opening balance of Kshs.27,652,299.16, Bank charges

of Kshs.2,100,516.36, Forex gains of Kshs.157,702.92 (the operative currency is the US

Dollar while the reporting currency is Kshs) and a closing balance of KshS.17,359,285.34

The table betow analyses the amount of Kshs. 109,126,1 98 being trqnsfers to partner states

in accordance with the MOU.

271) Committee Observations and Findings

i) The staternent of receipts and payments reflects receipts from sale of EATV stickers by

Kenya of Kshs.lOO,775,gg9 resulting to equitable share to the partner countries of

Kshs.60,465,599. However, actual transfers total to the partner countries atnounted to

Kshs.66.574.24 resLrlting to equitable share to the partner countries of Kshs.60.465.59

Report on tlrc Erotninotion o.l'tlrc Report ofthe .-ltrditor-Generol on tlp Filruncill Stotemeills .tor rhe .\'ational Gorentntent .[or lhe ] eur

Description Kshs

27,652,299.16Balance brought forward

100,775,998.00Add sales during the Year
157,702.90Add Forex Gains for the year

(17 ,359,285.34)Less: closing balance

(2,100,5 16.36)Less: Bank Charges

109,126,198.36Amount shared during th

Uganda (Kshs) Rwanda (Kshs) Total (Kshs)Sharing in

Quarter
023.32 10,756,250.62 10,756,250.62 35,356,524.56Qr

Q2 9, 5.16 7 ,722,797 .ll 7 ,722,797 .ll 25,404,429.39

Q3 0,990,788.80 g,989,348.81 8,989,348.81 28,,969,486.41

Q4 "ii*.l:;e..- ,,t ' 7,758,303.72 5,818,727.30 5,818,727.30 19,395'758.33

Total amount

42,551,951.00 33,287,,123.84 33,,287,123.84 109,126,198.68ared
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ii) The acttral transfers total to the partner countries amounted to Kshs.66 .574.24g
resulting an overpayment of Kshs.6,108.649. The Accounting Officer did not provide
satisfactory explanation for the overpaymeltt.

272) Committee Recommendation
Within three months of adoption of this report, the Accounting Officcr should provide to
the Auditor-General a satisfactory analysis of the overpayment of Kshs. 6,108,649. The
Auditor-General to undertake a review and report to the National Assembly in the
subsequent audit reporting cycle.

47. Limited Segregation of Duties
273) The financial transactions for the Account were prepared and recorded by one officer.

The officer solely undertook recordings in the cashbook and other books of original entry.
Further, the officer was responsible for the preparation of financial statements and
provision of supporting records and documents. Consequently, theqe is limited segregation
of duties which nrakes the process susceptible to errors,andmanipulation.

Submission by the Accounting Officer
274) According to Article 2 andT of the of Understanding the institutions that

implementation EATV are Directorate of and Registration of Persons under
the Ministry of Interior and Coordinat Government, the Ministry of Foreign
Affairs and the National Treasury rate of Imrnigration and Registration of
Persons receives and distribute manage issuance of EATV stickers at
Airports and Boarder points s for EATV sticker balances. The Ministry of
Foreign affairs is

Directorate of hn
ce of EATV stickers in Missions abroad. Both the

lstry o f Foreign affairs have EATV collection accounts
from which to the main EATV account at the NationalTreasury. The
National Treasury the sharing of collected revenues to the partner states.

275) Therefore;',EATv is irnplemented by three Entities i.e. The State Deparrment of
Immigratibrl, The Ministry of Foreign Affairs and the National Treasury. At the National
Treasury Whose mandate is to distribute EATV fees collected and banked by the two
institutions, bne officer does reconciliations and then prepares a payment schedule that is

' signed by two officers and finally prepares Payment Advices. The Payment Advices are
then signed by three Ministry officials. Therefore, there is adequate segregating of duties.
During the FY 201912020 the cash book and the bank reconciliation statements were
prepared and checked by different officers for lnternal control purposes.

276) Committee Observations and Findings
The Comrnittee observed that drrring the year under revierv. one officer-prepared and recorded
tlle firtattcial transactions including the preparation of financial staternents and pro,ision of

Repott otr thc E.\ontinution ofthe Reltorr ol the on the Finoncial Stotenrcnts.[or tlp .\'crtiottul Goternnent {or tfu Iertr
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supporting records and docunrents. Horvever, in the FY 2019120- a different officer prepared

and checked the cashbook and the bank reconciliation staternents for internal control purposes'

277) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer should provide to

the Auditor-General a verifiable internal control system for the funds. The Auditor-

General to undertake a revierv and report to the National Assembly in the subsequent

audit reporting cycle.

48. Unresolved Prior Year Audit Matters

48.1 Receipts from Issue of Stickers in Kenya

278) As disclosed under Note l0.l to the financial statements, the statement of receipts and

payments for the year ended 30 June, 2017 reflected receipfs frqm issue of stickers by

Balance,

revenue.

and the

reported revenue receipts.

279) A review ofstickers under the collecting agencies; MinistrY of

Foreign Affairs and the and Registration of persons revealed

that five thousand seven h 50) and five thousand and thirty-six (5,036)

stickers were issued sticker selling at USD 100, the total receipts

amounted to USD 1,078, Kshs.107,860,000

280) From the y and completeness of the reported receipts from issue

of stickers by .72,459,424 for the year ended 30 June, 2017 could not be

Su Officer
28 admitted that in the FY 2016-2017 Kshs.72,459,423.88 was

rEo,eivtid from sticker issues from various agencies and Kshs.82,109,999.89 was transferred

to Partner states (including Kenya). The account had an opening balance of

Kshs.48,28 0,744.26 which included, Kshs.30,319,510 received from Rwanda and Uganda

and had not been transferred to the receiver of revenue. There were also Bank charges of

Kshs.450.00, Forex Loss of Kshs364,20 6.73 and a closing balance of Kshs.8,674,414-98.

252) Committee Observations and Findings

(i) The Committee observed that the Trial Balance, Ledgers, and the Register for Visa Stickers

Register in support of the reported revellue have not been availed for review. Further

Report on tlrc *antinatiott o.fthe Report o/ rlP .4tdttor'Get

,rr1"r1 ;1Yt 111ns 20 lg
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observed that the Accounting Officer failed to prepare and keep proper accounting records
in contravention of Secrion 68 (2) (b) of the pFM Act. 2012:

(ii) The Comrnittee also observed that during the audit, the Accounting Officer failed to
provide accurate records and other supporting documents in breach of Section 9 (l) (e) of
the Public Audit Act. 2015:

283) Committee Recommendations
l) The Committee reprimands the then Accounting Officer for failure to ensure that

the entity keeps up-to-date and reconciled financial and accounting records that
comply with provisions of Section 68(2) of the PFM Act 2012. Further, rcprimands
the Accounting Officer for failure to ensure that complete financial and accounting
records including supporting documents are prcsented within three (3) after the
close of the financial year in breach of Section 9(1) (e) of the Public Audit Act, 2015

2) Within one month of adoption of this report, the Accounting Officer should provide
to the Auditor-General copies of Trial Balance, Ledgers, and the Register for Visa
Stickers. Thc Auditor-General undertake a review, and" report to the National
Assembly in the subsequent audit reporting cycle. ': ,

.,'t "
48.2 Non-Submission of Financial StatementS, .r

284) As previously reported, the financial entsrprepared and presented for audit for
the year ended 30 June, 2016 had
However, the financial statements

for the year ended 30 June, 2015
30 June,20l5 were not prepared and

presented for audit. C the

,l .:
i..:.
.;

financial statement. A revi Touri
balances were for an unaudited
st Visa (EATV) Memorandum of

Understanding (MOU) was signed on 27 October,2013 with the collection
of fees commencing ln year ended 30 June, 2014. The first set of financial
statements should year ended 30 June, 2014 and subsequently to 30 June,
2015. Consequentl of the unaudited comparative figures could not be
established. .

Submission by the Accounting Officer
285) Whenttie MOU was signed, the implernentation of visa by the partner states had various

bottlenecks because accounting & reporting structures had not been put in place However,
with the intervention of various institutions including the office of the Auditor General
these issues have been resolved.

6) Committec Observations and Findings
i. The Comrnittee observed that the Accounting officer has started preparing financial

statements, the unaudited balances will be reviewed to confirrn that they have been
accurately carried forward to subsequent periods of audit:

ii. Tlie Committee ltrrther observed that the Accounting Officer failed to prepare and keep
proper accottrttiltg records in contravention of Section 68 (2) (b) ol'the I>FM Act.20l2:

Report on tlrc llyttntnatiott o_[ tlr Report o[ tle .1trclitor-Generrrl on rhe l. Stotenvtils ./bt the .\'otional Goretuntent for tlrc ) ear
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! 287)
1)

2)

reflected receipts from

June,2016. However,

issuing party to retain

10% of the amount or Kshs.7,088,352 to be shared equally by the Parties

each receiving 30% or Kshs.2l, each partner state received

Kshs.15,934,153 which was an

No satisfactory explanation

Kshs.5,330,903 as per the signed MOU

ided for the breach of the agreement.

Management has also not f of remittance of its share of receipts of
Kshs.28,353,408 to the

Submission by the
289) As mentioned lementation of MOU had various bottlenecks like delays

ANALYSIS OF EATV RECEIPTS FROM INCEPTION TO JUNE 2015

iii. The query remained unresolved.

Committee Recommendations

The Committee reprimands the then Accounting Officer for failure to ensure that

the entity keeps up-to-date and reconciled financial and accounting records that

comply rvith provisions of Section 68(2) of the PFM Act 2012. Further,

reprimands the Accounting Officer for failure to ensure that complete financial

and accounting records including supporting documents are presented within
three (3) after the close of the financial year in breach of Section 9(l) (e) of the

Public Audit Act,2015
Within one month of adoption of this report, the Accounting Officer provide to

the Auditor-General the linancial statements. The Auditor-General undertake a

review and report to the National Assembly in the subsequent audit reporting

cycle.

States & delays in

were resolved and

quarters. The total

ratios were adhered

Source Amount USD

Directorate of immigration and Reg istration of persons 659,100.00

Ministry of Foreign Affairs 345,900.00

Total distributed 1,005,000.00

Report on tlrc Exaninalion ofthe Report o.tthe .luclitor-Generul on tlrc F i nct nt' i a l St o t e nt e n t s.[o r t h e .\' cr t i ona l G ot e r n me nt .[o r l h e l e a r
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OF EATV SHARING FROM INCEPTION TO JUNE 2016

290) Committee Observations and Findings
The committee observed that the implementation of MOU had various bottlenecks like delays
in Account opening by the implernenting agencies of all the pafiner States & delays in
remittances from Missions abroad. However, these initial problems wgre' resolved and
shortfalls paid to the Partner states in subsequent quarters.

291) Committee Recommendations
Within one month of adoption of this report,
the Auditor-General the financial statements

Officer should provide to
EATV receipts by Kenya

from 2016 to date. The Auditor-General to and report to the National
Asscmbly in the subsequent audit

48.4 Discrepancies between Fi ents and Supporting Records
292) As previously re records in support of the financial statements

revealed that The maintains two EATV fee operating bank accounts,
account number l0 inated in Kenya Shillings and account number
1000239026 den ln dollars. Review of the Kenya Shillings account revealed
that Kshs.51,182,218 fees collected and recorded in the cashbook during the year
was omitted;.from the 201 5/2016 financial statements. Further, receipts from share of
revenue fronr 'partner states, Uganda and Rwanda amounting to Kshs.16,236,g59 and
Kshs.16,818,866 respectively deposited in the Kenya shillings bank account was not
reported in the financial statements for the year. In addition, the Kenya Shillings cashbook
reflected a closing balance of Kshs.39,89g,521 as at 30 June, 2016 which was not
incorporated in the financial statements. Further, the transfers made to tlre paftner states
from the Kenya Shillings bank account were omitted from the reported share of EATV
revellue to partner states in the statement of receipts and payment. Consequently, it has not
been possible to confirrn the accuracy and conipleteness of the financial statements as
prepared and prcsented.

Submission by the Accounting Officer
293) The Accounting Officer submitted that in the Irinancial Year 2Ol4l2}l5 the National

Treasurv operatcd a Kenl'a shitling account No. 1000227257. insteacl of the USD accounr

Report on the Etanrtnution of tlrc llelx>rt of rhe

Total

Collections

USD

m0.

.fttr the \otiotral Gotatnrttttt.[or tltc ltur
andcd )0".Jnr )019

Country % Sharing

1st

Distribution
23.02.20L5

USD

2nd

Distribution
27.04.207s
USD

3rd

Distribution
20.07.20L5
USD

4th Distribution
15.10.15

USD

5th

Distribution
29.04.16

USD

6th

Distribution
19.05.16

USD

Final

Distribution
26.10.2015

USD

Kenva 40% 28,8s4.43 2,269.43 1,40t.04 125,168.00 36,022.6t 42.560.00 165,724.49
Uganda 30% 27,il0.82 1,719.95 7,401,.U 93,528.92 27.016.96 31,920.00 124,272.32
Rwanda 30% 2t,640.82 t,779.95 L4|7.A 93,528.92 27,016.96 31,920.00 124,272.32
Total 700% 72,t36.07 5,709.32 4,203.t2 372,225.84 90,056.53 106,400.00 414,269.12

Inditor-Generol on thc Finonciol St(tenents
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T

as stiplrlated in the MOU this is because the EA-|V structurcs had not been u'ell cstablished.

In the IrY 201512016 and FY201612017 the National Treasury operated a Kenya shilling

accounts No. 1000227257 and a US Dollar accolrnt no 1000239026. The Kenya shilling

account could not be closed irnn-rediately since rernittances from Missions abroad were still

being made through the account. In the FY201712018 only the USD account was used

according to the MOU. Both accounts were incorporated in the Financial Statements

together with other relevant docurnents were submitted to the Auditor General.

294) Committee Observations and Findings

i) The National Treasury operated in the Finarrcial Year 201412015, a Kenya shilling

account instead of the USD account as stipulated in the MOU due to lack of operation

structures for the EATV.
ii) The National Treasury operated in the Financial Years 201512016 and FY201612017 , a

Kenya shilling accounts and a US Dollar account. The National Treasury did not close

the Kenya shilling accolrnt since rernittances from Missions abroad were still being

made through the account. In the FY20l7l20l8 only the USD account was used

according to the MOU

295) Committee Rccommendations

Within one month of adoption of this repont,.the Accounting Officer should provide to

the Auditor-Gcneral the financial the acC'dunt-statements and certified balances for all

thc accounts from 2016 to 2021. The.Autiilor:$eneral to undertake a review and report

to the National Assembly in the s^gP-qlOUent,hrhit reporting cycle.

48.5 Accountability for EATV.Sticl{ert''n''"

'. '1",'

296) As previously reported,,artiCte'O of the MOU sets the modalities for issuance of the

EATV stickers w!t.{r tlip stibker issued to a tourist upon payment of USDIOO or its

equivalent in the localiogrrehcy. The stickers issued to tourists are accountable documents

and hence records of how they are procured, distributed and issued are critical for

accountabiiity. However, the management does not have in place registers of all stickers

received frorn the partner states and issued out for the year.

Submission by thc Accounting Officer
297) The National Treasury did not avail the Stickers register received frorn Rwanda at the

tine of audit. I-lowevel, the auditor was advised via a letter dated 5th Septernber 2019 Ref

no AG.3/l72ll Yol4 (12) that EATV registers and unused IrATV stickers are kept by the

Ministry of Interior and Coordination of National Government The responsibility of -fhe

National 1-reasury is only to Share revenue received fi'om the collecting agencies: The

Ministry of foreign af lairs and the Directoratc of Irl-rmigration.

298) Committce Observations and Findings
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The National Treasury did not avail the Stickers register received from Rwanda at the tirne of
audit.

d
29e)

1)

2)

Com mittee Recom mendation
The Accounting Officer should ensure that the entity keeps up-to-date and
reconcilcd financial and accounting records that comply rvith provisions of Section
68(2) of the PFM Act 2012 and that complete financial and accounting records are
presented rvithin three (3) months after the close of the financial year in line vyith
Articfe 229 of the Constitution.
The Auditor-General should undertakc the audit of the EATV registers and
EATV stickers under the Ministry of Interior and Coordination of National
Government and report in the subsequent audit cycle

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLICRESoURCES

300) Conclusion

49. Because of the significance of the matters descri
section of my report, I have not been able to
provide a basis for an audit conclusion

REPORT ON EFFECTIVENESS OF
AND GOVERNANCE

301) Conclusion

50. Because ofthe si

section of my report, I
provide a basis{pr an audit

in the for Disclaimer of Opinion
appropriate audit evidence to

CONTROLS, RISK MANAGEMENT

matters described in the Basis for Disclaimer of Opinion
been able to obtain sufficient appropriate audit evidence to
usion.

..:'
.l

CONSOLIDATED FUND SERVICES (CFS) - SALARIES ALLOWANCES AND
MISCELLANEOUS SERVICES

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

51. Unsupported Prior Year Adjustments

302) As disclosed under Note l0 to the financial statements. tlie slatement of assets and
liabilities reflects a prior 1,ear adjustrnent of Kshs.l58.249,l l3; (2018- Kshs.18,420.097).
However. the disclosures are inadequate. as they are not supportecl by u,a1,of an itemized

Report on the Exontination ofrhe Repott ofthe .luclitor-Genertl ott tlrc Finoncial storeilpnrs ror tlrc .\'tttrctnul Got erntnenr for tlrc l ecrr
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breakdown of the adjustment. Consequently. the accuracy of the prior year adjustment of

Kshs.l 58,249,1 l3 as at 30 June, 2019 could not be confirmed.

Submission b1' the Accounting Officer

303) Unsupported prior year adjustments - Kshs.158,249,113.00

The prior year adjustments of Kshs.158,249,113.00 reported in the statement of assets and

liabilities relates to the opening bank balance that was surrendered to the Exchequer at the

beginning of the financial year and removal from the cashbook of the long outstanding bank

reconcil iation entries.

304) Committee n Finding

The Accounting Officer to the Committee the itemized breakdown of the adjustment

to year adjustment of Kshs.l58,249,ll3 as at 30 June,

20
4..

-:l

OtherMatter

52. Budgetary Provisions and Performance

305) The summary statement of appropriation: recurrent and development combined reflects

final miscellaneous services budget and actual on comparable basis of Kshs.128,000,000

and Nil respectively. As simitarly reported in 201712018, the planned activities and

programmes on the budgetary provision have not been disclosed'

Submission by the Accounting Officer
306) The Accounting Officer submitted that the CFS Vote R052 provides includes a budget

of Kshs.128.000.000 to cater for miscellaneous services rvhich incltrde Pavrnent of

Report on the Lixantinotiort ofthe Report of the .ltditor-Getrerul on the

entled .it'' Jnne l0 l9
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RemarksAmount - KshsDetailsDate

Closing bank balance

as at 20 I 8 surrendered

to Exchequer

(161,582,957.00)

', 1', 
"

Exchequer Account31.08.2018

As per analysis5.0 .r 
-

I 4r'
645,091Cash book adjustment (17)29.0s.2019

As per analysis*2$6f4,686.0s

*rr/.&\
27.06.2019

Reversal of receipt

relating to prior year

period.

(s.934.00)
r}I1-27.06.2019 Cash book adjustment

i/qE
(158,249,113.00)rftc

t or tr"'
Total - Kshs



employer contributions to National Social Secr-rrity Fund and Loan Managernent Expenses.
However, there u'as no demand note/invoice frorn National Social Security Fund for
payment of Governlnent contribution and there was no payment relatirrg to 1oan
management expenses in the year under review was made.

307) Committee Observations and Findings
i) The CFS Vote R052 provision includes a budget of Kshs.128,000,000 to cater for

miscellaneous services including payment of employer contributions to National Social
Security Fund and Loan.

ii) National Treasury did not receive dernand note from the National Social Security Fund
for paylnent of Government contribution. Fufther, there was no paynent relating to loan
management expenses in the year under review.

308) CommitteeRecommendation
The Accounting Oflicer should ensure that the entify keeps.up-to-date and reconciled
financial and accouttting records that comply with provisions of:section 68(2) of the pFM
Act 2012 and that complete financial and accounting t6cordliare presented within three
(3) months after the clos

53. Prior Year Issues

e of the financial year in lirte with {.pticle 229 of the Constitution.1U'-'si
'i'

309) The following prior year audit ned unresolved as at 30 June, 2019:

53.1Accuracy of the Financial d Records

3 l0) A review of various ected in the financial statements for the year ended 30
June,20l8 rnaintained by Management reflected different balances
though relating to

/
s as highlighted below

,,'q,,.i) The staidment of receipts and payments reflected an expenditure of
Kshsi2;6pJ,214,290 under compensation of ernployees. The Trial Balance reflected
a credit balance of Kshs.3,217,869,377 on the same item while the payroll and
payment vouchers showed a total expenditure of Kshs.2,675,257,162. The
differences between the three sets of records have not been reconciled.

ii) An analysis of the 'off payroll' payrnents reflected an expenditure of
Kshs.256,036,689 while the physical vouchers availed and examined for the period
indicate a total expenditure of Kshs.254,479,596. An expencliture of
Kshs.l ,557,093 could not therefore be vouched or explained.

iii) The expenditure on Teachers Service Cornrnissioners as per the supporting
schedules was Kshs.70.500.744 while the Ledger reflected a balalce of
Kshs.55.586.543 for the same period. The difference of Kshs.l4.9l4-2Ol was nor
explained.

Report on tlrc l--yuninotion ofthe Report o/ the <ttr tlp FinunLiql Steteneilts.lbr tlp .\'utiorutl Goternrrcnt lor the l'cor
enclecl -i0" June )0 l9
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iv) Examination of schedules supporting the expenditure for the Independent Electoral

and Boundaries Commission in the statement of receipts and payments reflected a

closing balance of Kshs.6l ,788,248 while the payroll reflected an amount of

Kshs.5 1,67g,730 The difference of Kshs.10,108,5 I 8 was not explained' In addition,

the amount was not recorded in the Ledger and Trial Balance'

v) Examination of payment vouchers revealed that an amount of Kshs.23,705,121 paid

to two retired officers of the National Gender and Equality Commission (NGEC)

was wrongly charged to the National Police Service Commission (ltlPSC)

expenditure item. No adjustment has been made to correct the anomaly.

vi) The ledger reflected an expenditure of Kshs.l 00,21 0,801 for the National Cohesion

and Integration Commission while the payment vouchers examined indicates a total

of Kshs.97,017,530. The difference of Kshs.3,l93,27l was not explairied or

reconciled.

vii)The Trial Balance provided for audit included balances which had not been

identified as either debits or credits. Whereas the Trial Balance represents a prima

facie evidence on the accuracy of recording of
entity, it was difficult to establish whether the

balanced as at 30 June, 2018. The

cannot therefore be ascertained

Balance.

3l l) In absence ofan accurate Trial resultant financial statements could have

a true and fair view of the operations ofbeen grossly misstated

the Consolidated Fund

year ended 30 June, 201

Submission by the

312) The Accounting

i. The

reflected

and m

A llowances and Miscellaneous Services for the

as follows

of and payments for the financial year ended 30th June 2018

of Kshs.2,685,214,290 as compensation to employees as indicated

which agrees with the trial balance.ln
KShs.C o nstlt"utirin al Offi ce

2,429,177 ,601.20ary(Payrolls)
9,923,211.60GeneralAtto

20,872,831.40Judi
23,705,121.30National Gender Comm
3 1,040,334.40National Cohession and lntegration Conlm ission

30,992,190.10Public Service Commission
65,253,000.00Salaries and Remuneration Cornmission
74,250,000.00President Retnd red resP identsAPreside Deht, puty

2,685,214,290.00TOTAL - Kshs.

uditor-General onReporr on the ErailtinQrion otthe Repon ofrhe .1

endecl 3ot'June )019

the Finctncial Stateill,-nts -for lle .\'cttional Govrnnent .[or the l ear
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313) Committee Observations and Recommentlations
The Accounting Officer provided a satisfactory explanation to both the auditor and the
Committee. The matter is therefore resolved with auditor

314) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply lvith provisions of Section 68(2) of the pFM
Act 2012 and that complete financial and accounting records are presented rvithin three
(3) months after the close of the financial year in line rvith Article 229 of theConstitution.

ii. Analysis of off-payroll payments of Kshs.256,036,6g9.00
315) At the time of submission of financial statements, the off-payroll expenditure

amounting to Kshs.256,036,689.00 was supported with a detailed schedule. All the
vouchers were availed for audit. The difference of Kshs.1,557,093.00, was due to the
missing of some payment vouchers at the tirne of audit but were later found and records
were reconciled.

Analysis of Off-Payroll Payments ;
I

316) The expenditure on Teachers'service Commission as reported in the supporting
" schedules for Receipts and Payrnents reflects the correct amount of Ksh.70,5 00,744.00.

The expenditure of Ksh.55,586,543.00 in the IFMIS ledger relates to Independent Electoral
Commission which is erroneously described in IFMIS as Teacher's Service Commission
but this was rectified.

317) Committce Observation and Findings
By the time of audit the Statement of receipts and payments for the Independent Electoral
Cotntnission reflected an expenditure of Ksh.61.788.248 rvhile payroll reflectecl
Ksh.5l .679-730. The trvo records were reconciled. Matter was therelbre resolved rvith auclitor

Repoil otr the Exaninatiotr ofrlrc Report oftlrc on tlp Fitunciol Stutenrcnt.s.ft;r the .\'tttionul Oot ernttent for tltc l.ear

Particulars
",.,t.l {fths.'\.,

Attorney General 9,923,211.60arEBrAp-

}}, 20,972,931.40

23,705,121.30National Gender Comm
National Cohesion

Commission

Judiciary

Public Service Commi

31,040,334.40

30,992,190.10
Salaries And Rem 65,253,000.00
President, Deputy
Presidents -{

And Retired

Total - Kshs.

74,250,000.00

256,036,699.00

cnded ]0' .June )019

..lruliror-Gcneral
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318) Committeellecommendation
The Accounting Officcr should ensure that the entity keeps up-to-date and reconciled

financial and accounting records that comply rvith provisions of Section 68(2) of the PFM

Act2012 and that complete financial and accounting records are presented rvithin three

(3) months after the close of the financial year in line rvith Article 229 of the Constitution.

iii. Trial Balance as at 30th June,20l8
319) A detailed Trial Balance for Vote 0004 submitted for audit reflected values of

transactions of payments and receipts. A detailed Ledger Extract forthe same period was

availed for audit.

320) Committee Observations and Recommendations

The Accounting Officer provided a satisfactory explanation to both the auditor and the

Committee. The matter is therefore resolved with auditor

321) Committec Recommendation :

The Accounting Officer shoutd ensure that the entity kegps up-to-date and reconciled

financial and accounting records that PFM

A,ct2012 and that complete financial three

(3) months after the close of the finan ution

322) The expenditure on National Integration Commission amounting to

Ksh.100,210,801.20 as is comprised of Pay rolls and off payroll

payments as shown below.

323) .The detailed Trial balance for Vote 0004 submitted for audit reflected values of

transaction's of payments and receipts. However, the report generated by IFMIS does not

show segregation of debits and credits. A detailed Trial balance for the same period was

availed for audit review.

324) Committee Observations and Findings

The Accounting Officer provided a satisfactory explanation to both the auditor and the

Committee. The matler is therefore resolved with auditor

325) CommittceRecommendation
The Accounting Officer shoukl ensure that thc entity kecps up-to-date and reconciled

financial and accounting recorcls that compll' u'ith provisions of Section 68(2) of the PFM

i na nt ru l St til e me tl l s .fo r t h e .\' tt t i on a l G ot e r n n u nt .ftt r t l rc l e o r
Paoc 70

Report on lhe Esctntinatiott o.[tlrc Report oftle .luditor-Gcnerol on tlru F
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(Ksh.)

170,466.60Payroll summary

Payment 31,040,334.40vouchers

100,210,801.20Total



Act2012 and that complete financial and accounting records are presented u,ithin thrce
(3) months after the close of the financial year in line rvith Article 229 of the Constitution.

53.2Unsupported Prior Year Adjustments
326) The statement of assets and liabilities as at 30 June 2018 reflected prior year adjustment

of Kshs.18,420,097 (2017: Kshs.26,919,334) which was not supported. As reporred
similarly in the previous years' audit reports, Management has not explained the genesis
for the adjustments or provided any records by way of journal vouchers or entries in the
ledger. It appears Management may have used the 'prior year adjustrnents' as a way of
balancing inaccuracies and inconsistencies in the financial records. In absence of sufficient
verifiable supporting documents and records, the authenticity of such adjustments in the
financial statements cannot be ascertained.

Submission by the Accounting Officer
327) The Accounting Officer subrnitted as follows:

a. Prior Year adjustments of Ksh.18,420,097
The statement of Assets and Liabilities for the year
adj ustment of Ksh. I 8,420,097 . The amount
indicated in the table below.

2018 reflects a prior year

direct deposits from the entities

.,^:i ,,,,,, 
, ,,

-,!.,

Date reference
"-"\dd**--

Detg-fii.\\, Amount
See Audit response
2016117- Comments

4-Oct-16 FTt627878Ds7
Quttard *1 Cheoue-

ffi&drNsu' 63,000.00
FO 76 CONTRA
19110/16 APX l9

22-Dec-16 ?srJflhcFT163s "Ot$rard Cheque-.EAEC- 
P KINISU 27,000.00 FO23 CONTRA- APX 20

9-Feb-l 7

{-d\
.€! i!

\r+'P*''''-: _.

Fql70404D6Cs

rOutward Cheque

JUDICIARY- H

OKWENGU 261,000.00
FO 86 CONTRA _ APX
2t

7-lull7 FT17I88M8CWV TRFS Payments 40,812.45 FO 0l 4/812017

3-Feb-l 7 FTI7034M3PYX

TRFS Payments-

MIN
AGRICULTURE 41,179.05

FO 86 RECIEPTS

28102/2017 APX 23

27-Feb-17 FTITO58MVVNK

TRFS Payments-

MIN
AGRICULTURE 41,507.75

FO 86 RECIEPTS

2810212017 APX24

2-Dec-16 FTI 63379S r ZW
TRFS Payments-MIN

AGRICULTURE 42,555.30 FO 8r t9t12/16 APX 2s

2S-Sep- I 6 FTl 627260F9R

TRFS Payrnents-

SAL-OVITRPAY 206.500.00 FO 74 30/9t2016 APX 26

lleport ort tlrc L.xatnination ofthc Report o.fthe .ltrditor-Generql t)tt tlrc Finoncidl Stqtengnts for the \.utiottul Gtn.erntnent for the |eur
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28-Sep- I 6 FTt6272QMZY4

TRFS Pavnrents-

NATIONAL
ASSEMBLY 17,696,542.60 FO 83178174/93 APX27

The direct deposits were reported as accolrnts payable in the FY 2016/2017

However, the amount was paid to exchequer in July 2018 asper the table above.

328) Committee Observations and Recommendations

The prior year adjustment of Ksh.26,919,334.00 relates to salary advance overpayment

recoveries and payment of withheld salaries in the year ended 3Oth June, 2017.The Accounting

Officer provided a satisfactory explanation to both the auditor and the Committee. The matter

is therefore resolved with auditor

329) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up.to-date and reconciled

financial and accounting records that comply with provisions'of*'Section 68(2) of the PFM

Act2012 and that complete financial and accounting recoids are presented within three

(3) months after the close of the financial year i:i lin,p with Article 229 of the Constitution
,?

53.3Account Balances Not Recorded in

330) The financial statements for
that were not reflected in

Allowances and Miscel

l7 reflected balances of individual items

the Consolidated Fund Services Salaries,

as indicated below; -

b

331) The figures in the financial statements in respect to the specific items could not be

authenticated

Submission by the Accounting Officer
332) The Accounting Officer submitted that at the tirne of audit, the following balances had

not been recorded in the ledger. However. the entries were later captured in the Ledger.

Exchequer releases 3.905.7 44.684.00

Transfer fi'om other Covertrntent Entities 362.830.853.00

18,420,097.15TOTAL

Account

nt

)

Exchequgr$.eleasps 17
]3,905,744,684

Transfe.J fr'6h Other Government Entities
'1r, -

62,830,853

Othpr Receipts Ir
8,420,097

Report on tlte Esantinttion o/'rhe Report of the .lutlitor-Generul on the Finuncial Statenrcnts -for tlte \otionul Governrteti .for the )'eor
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Other Receipts 18.420.097.00

333) CommitteeObservationsandRecommendations
The Accounting Officer provided a satisfactory explanation to both the auditor and the
cornrnittee. The committee therefore marked the matter as resolved.

334) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply l,ith provisions of Section 68(2) of the pFM
Act2012 and that complete financial and accounting records are presented rvithin three
(3) months after the close of the financial year in line rvith Articl e 229 of the Constitution

53.4Unsupported Restatement of Balances

335) The financial statements for the year ended 30 June, 2016 reflected balance brought
and accounts

been re-stated

y, reflected in
position also

showed clearance of outstanding items l1 ,334. This has not been explained
nor details of the adjustments uently, the accuracy of the balances
reflected in the financial statements firmed

Submission by the Accounti
336) The Accounting

June 2016 reflected
that the statement of financial position as at 3Oth

forward under fund balance, compensation of
employees and of Ksh.8,566,405,035.00, Ksh.2,41 6,693,457.00 and
nil balance which had been re-stated from Ksh.397,382,932.00,
Ksh.2,41 8 ,032.00 respectively. The statement of financial
position al ng item of Ksh.11,980,334.00 as reflected in the
financialrStatenrents as at 3Oth June, 2015

337) The balance brought forward of Ksh.8,566,405,035.00 is the accumulated exchequer
under issues as at 30th June,20l4 that had been carried forward in the books and reported
as receivables. The accumulated exchequer under issues increased to
Ksh.8,848,051,762.00 as at 3Oth June, 2015 and was adjusted by cash book balance of
Ksh.172,450,397.00 and overcast on PA No. 101684 of Ksh.l1,980,333.50 to arrive at net
receivables of Ksh.8,663.621,032.00. The budget allocation expired at the end of June each
year and the accounts were prepared on cash basis and hence the acljustment.

338) The atnoltttt of'Ksh.397.382.932.00 reflected in the auditecl statement was the bank
certificate balance. The antount was restated to Ksh.8.566.405.035.00 being the

Report on tlrc Exottrittcttiort o.ftlrc lleport of the .lrulitor-cetteral ttn the Finoncnl Statenents fitt rhe .\'ational Goternnent lttr tlrc leor
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accunrulated exchequer under-issues brought forward in FY 201412015. The amount of
Ksh.11,980,334 relates to reversal of an overstatement on payment voucher for PA No.

101684 which had been reported in the payment voucher as Ksh.12,101,354.40 instead of

actual payment Ksh.121,020.90. The variation was due to application of a wrong exchange

rate. The cash book error was corrected.

339) CommitteeObservationsand Recommendations

The Accounting Officer provided a satisfactory explanation to both the auditor and the

Committee. The Committee therefore marked the matter as resolved.

340) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled

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

Act2012 and that complete financial and accounting records are presenteil within three

(3) months after the close of the financial year in line with Article?.29 of the Constitution

Unexplained Balance
341) The statement of assets and liabilities as 17 reflected a balance ofOJ

Kshs.4,456,673 referred to as "difference". has not explained what this

amount related to. Further the item does 'the subsequent financial statements

and there is no disclosure on how it

Submission by the Accounting

342) The Accounting as follows:

Suspense balance of
343) The statement and liabilities reflects a balance of suspense/difference of

Kshs.4, 45 3.00 a difference or suspense. The amounts represented salary

overpayment and salary advances. Salary payments were accounted for in the

payroll hence adjustment was necessary to ensure the amounts paid in payroll

have not accounted for twice

344) Committee Observations and Recommendations

The Accounting Officer provided a satisfactory explanation to both the auditor and the

Cornmittee. The Committee therefore marked the matter as resolved.

345) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconcilcd

financial and accounting records that comply rvith provisions of Section 68(2) of the PFM

Act2012 and that complete financial and accounting records arc prcsented lvithin three

(3) months after the close of the financial year in line tvith Articl e 229 of the Constitution

entted )o Jttne lo 19 P age 7 4
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

346) Conclusion

54. There were no material issues relating to lawfulness and effectiveness in use of public
resources

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

347) Conclusion

55. There were no material issues relating to effectiveness of internal controls, risk
management and governance. ".ll

I

348) Committee Observation and Finding
The Committee observed that there were no issues
lawfulness and effectiveness in use of public re

management and governance.

CONSOLIDATED FUND SER
YEAR ENDED 30 JIJNE,2Ol9

Basis for Adverse Opinion

56. Inaccuracies in

and 55 on compliance with

., ,t.
'+_.,.

56.1 D
349) The fi

of intemal controls, risk

ONS AI\D GRATUITIES FOR THE

tements

the Financial Statements and the Ledger Balances
statements prepared and presented for audit had the following

unexplaihbd,qldirhreconciled variances with the ledger as indicated below

Financial
Statements Ledger
Balance Balance Variance

Item (Kshs.) (Kshs.) (Kshs.)
Military Gratuity Payments 2,365,015,733 2,580,880,396 (215,964,653)
Returned Pensions 341,469,925 438,896, I 56 (97,427.331)
Re-credited Cheques 121,791,362 390.937.784 {269,146,422)
Commuted Pension and 22.808,826,537 25.095,813.221 (2.286.986.684)
Gratuities

lleport on the Exaninotiou o.[tlrc Report o/'the .luditot.Generul on the f'inoncial Stoteilrcnts.for the \olionol Cotetnrnent for the leor
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350) The differences between the trvo sets of records have not been reconciled or explained

Submission by the Accounting Officer
351) The Accounting Officer submitted that it was true that the financial statements prepared

and presented for audit had the following unexplained and unreconciled variances with the

ledger.

352) By the time of audit, the differences b the sets of records had not been

reconciled or explained

a). Payments to military to Kshs.215,864,653.30 comprise of
Kshs.132,892,687 and Kshs.

Kshs.2,286,986,684 that relates

Kshs.132,892,687 together with

for other public servants' retirees that were

processed but actual made due to lack of exchequer. The payments were

processed through the electronically into the ledger as at 3Oth June 2019. They

have remained financial year. Further, an amount of Ksh.82,971,966 are

payments that had been but were later rectified. The PMIS system does not have

and posted electronically

the end of financial year

following financial year

.,- ,:'.1-,,i..,;.-.

b), The difference of Kshs.269 ,146,422.17 was occasioned by systern error whereby the wrong

balance of Ksh.3,792,842.79 was brought forward for the month of July,2Ol8 instead of the

correct balance of Kshs.4,061,252,617.04. The error was noted and the financial statements for

the period were revised and subrnitted for audit review.

353) Committee Observations and Findings

The Accounting Officer provided a satisfactory explanation to both the ar.rditor and the

Cornrnittee. The Committee therefore marked the uratter as resolved.

Report on the Esuntinatiott qf tle Report of the .-luditor-Ceneral ott the Financial Statements .hr rlre \ct tionu I Goye nt tne nt.for t he |e ar

Variance
(Kshs)

Ledger Balance
(Kshs)

Financial Statements

Balance
(Kshs)Item

(215,864,65:3)2,580,880,3862,365,015,733gratuityMilitary
payments

438,896,156 {9V,427,331)341,468,825Returned pensions

390,937,784 (?69,146,422)121,791,362Re-credited cheques

(2,286,986,684)Iar1
;L,L

iI

25,09

;

5r813Commuted Pension and

gratuities

22,808,826,537

"rnrr1;gt' 
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354) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply rvith provisions of Section 68(2) of the pFM
Act 2012

56.2 Misstated Payment of Pensions Balances
355) As disclosed in Note 13.3 to the financial statements, the statement of receipts and

payments reflects a balance of Kshs.66,917,302,195 under payment of pensions. However,
this balance varies with the casted amount of Kshs.66,l19,310,602 reflected in Note 13.3
to the financial statements, by Kshs.797,991,593. Fufther, included in the military pensions
payments of Kshs.4,658,469,029 is an amount of Kshs.132,892,687 which was paid in the
financial year 2019/2020. In addition, payments of civil pensions amounting to
Kshs.29,820,146,295 was not properly supported as the payrolls and payment vouchers
reflected an expenditure of Kshs.30,271,871,789 and Kshs.26,5:86,806,355 respectively as
at 30 June, 2019. From the foregoing, the accuracy of thefinanci4l statements prepared
and presented for audit for the year ended 30 June, zole 

1ou]a 
nor be confirmed.

Submission by the Accounting Officer
356) The difference of Kshs.797,991,593 was

i.*"
ion diexpenditure item but was later

included in the revised statement that was audit review. Payments to military
to in para 56a above relates topensioners amounting to Kshs.l32,

payments for other public servants' were processed but actual payments were
not made due to lack of excheq

357) Further, at the time reconciliation of civil payroll had not been done.
However, the re now been done and submitted for audit review

358) Committee Obs and Recommendations
The Officer a satisfactory explanation to both the auditor and the
Committee. The therefore marked the matter as resolved.

3se)

.:! .-,
.!

'Committee Recommendation
The .Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply with provisions of Section 68(2) of the pFM
Act2012

56.3 Comparative Balances Differing rvith Audit ed 2017 fi8 Balances
360) The following comparative balances differed with the balances reflected in the audited

2017 I 18 fi narrcial statements:

Comparative Balance as Per thc
Balancc as Per Certified 2017l18
201812019 Financial Financial

Report on the Lrontinatton ofthe Repotr of the .ltditor-Generol on the Finanuol Stotentenrs.[or tlrc .\.ltionctl Oor.ernrnent for.tlrc lctrr
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Statemcnt Componcnt Statements Statements

Statement of Assets

and Liabilities
Bank

Balance

s72.446.864 (572,446.864)

Statement of Assets

and Liabilities
Net

Financial

Assets

4.633.699.481 (4,633,699,481)

Statement of Assets

and Liabilities
Fund

Balance b/f
3,876,91 1,341 (3,876,91 1,341)

Statement of Assets

and Liabilities
Deficit for
the period

756,788,140 (756,788,140)

Note l3.l Exchequer

Releases

63,170,121,740 62,413,333,600

Note 13.3 Civilgratuity Nil 1,219,455,965

361) In addition, the statement of assets and tiabilities reflects a fund balance brought

forward of Kshs.4,037,848,812 while the audited 2Ol7/18 financial statements reflected a

closing balance of Kshs.4,633,699,481 resulting into .an unexplained difference of

Kshs.595,8 50,669. l,
i l''.

Submission by the Accounting Oflicer
362) lt is true that by the time of aud balances differed with the balances

reflected in the audited FY20l7l18 However, the financial statements

were revised and correct The difference of Ksh.595,850,669 in the

accounts was due to the u figure of (572,446,864) instead of cash book

balance of 23,405,805 I - however, accounts were reinstated and submitted

for review. Further, fi statements for the Year 201812019 show Fund balance

brought forward o ,842 instead of the audited financial statements balance

for 201 712018 of 4, 33,699,481. This is because the financial statements for

2017l2O18 wbJe restated'through adoption of the cash basis of accounting concepts through

use of the cash book balance of 23,405,805 as at 3Oth June,20l8 instead of PMG ledger

balance of Kshs.(572,446,864) as at 3Otl'June,2018. The restatement of accounts was done

because we used the PMG ledger closing balance instead of cash book closing figures in

preparing financial statements. Therefore, the statement of Assets and liabilities for

financial year 201 7 -2018 is restated as follows:

CASH BOOKADJUSTMENTPMG

Balance -572,446,864 s9s.850.669 23,405,805

Re-Credited -4,061,252,617 -4,061,252,617

B/ down -4.633.699.481 595,850.669 -4.037.848.842

Report on the [:xtntinatuttt ol tle Ifuporr o/'tlrc.luditot-General ttt rlte

endad ]tl'Jttne lt)19
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363) The figrrre of Kshs.595.850.669 resulted from the n.rovement of restatement of pMG
closing balance PMG from Kshs.(572,446,864) to Cash book closing balance of
Kshs.23,405,805.

364) Committee Observations and Recommendations
i) The figure of Kshs.595,850,669 resulted from the movement of restatement of pMG

closing balance PMG from Kshs.(572,446,864) to Cash book closing balance of
Kshs.23,405.805.

ii) The Accounting Officer provided a satisfactory explanation to both the auditor and the
Committee. The matter is therefore resolved with auditor

365) CommitteeRecommendation
The Accounting Officer should ensure that the entity keeps up-to-datc and reconciled
financial and accounting records that comply with provisions of Section 68(2) of the pFM
Act 2012

57. Accuracy of the Financial Statements
366) The statement of receipts and payments

Kshs. 1,270,867,27 5 under other receipts and
however, not reflected in the summary
the accuracy of the financial statements

Submission by the Accounting
367) The summary appropri

payments balances as

and Kshs.l,36
the exchequer

financial year that
Kshs.829,

was revised to reflect correct receipts and
account note I 1.2 and I 1.4 of Kshs.l,759,232,390

y. The figure of Kshs.929,398,450 was surrendered to
llection account while the deposits were for previous

be reflected in the current year and the balances of
38,896,156 under other receipts and other payments

retuned payment as shown by Re-credited cheque analysis from the

,706,000,096 and

. The balances are

In the circumstances,
could not be confinned

respective

$eie40
ly were

and

IFMIS systelr.r.

368) Committee Observations and Findings
i) The summary appropriation statement was revised to reflect correct receipts and

payrnents balances of Kshs.1,759,232,390 and Kshs.l,36g,294,606 respectively.
ii) The figure of Kshs.929,398,450 was surrendered to the exchequer under revenue

collection accottnt while the deposits were for previous financial year that could not be
reflected in the current year and the balances of Kshs.829,833.940 and
Kshs.438.896,156 under other receipts and other payn,ents respectively were retuned
payment as shown by Re-credited cheque analysis frorn the IFMIS systen.r

369) Committee Rccommenclations

Reporl on the llruntinatrcn ofthe Report oftlrc .ltdiror-Genenil on the Finuncnl Statentents .for tlrc .\'utional Cot arnnent /or tlp I crtr
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l) Thc Accounting Oflicer should ensurc that the entitl' kecps up-to-datc and

reconciled financial ancl accounting records that comply n'ith provisions of Scction

68(2) of thc PFM Act 2012 and that cornpletc financial and accounting rccords are

presentetl rvithin threc (3) months aftcr thc closc of the financial year in linc with

Articlc 229 of the Constitutiott.
2) Within thrcc months of adoption of this report, the Accounting Officer provide to

the Auditor-Gencral the statcment rvith adjustments for revierv. The Auditor-

General undcrtake a rcvierv and report to the National Assembly in the

subsequent audit rcPorting cYcle

58. Unbalanced Trial Balance

370) The Trial Balance in support of the financial statements presented for audit reflects total

debits and credits of Kshs.64,242,772,210 and Kshs.63,699 ,446,337 respectively resulting

to arr unreconciled variance of Kshs.543 ,325,873. Further, the Trial Balance includes items

with balances that have not been incorporated in the financial statetnents.

Submission by thc Accounting officer
37l) The Service and compassionate gratuities Ksh.l 5,267,436, Marriage gratuities

Ksh.16,059,357 andCivilian death gratuities under itern 0-0962-0901-2710102 are current

payments paid as other pensions under Ilead item totaling Kshs.852,513,923, which is part

of the total expenditure for the year 
1n!;rrgview. 

'

;t'' lt'i ''"

372) The other figures provided,[o.rF*qcumbrance under Head 9-808 are journals' entries

made to correct errors in the eir.lifi years'but because the PMIS has no component to net

off a debit or a creclit on runhiirg ifefXp in the year in which the journals' entries were passed,

the same has consecutiveiy,b6en,being carried forward in the ledger. The error was noted

and will be addresspd When ieW systern is procured.

373) Committee Observations and Findings

i) The Committee observed that although Management subrnitted manualjournals to correct

the errors, a new system is yet to be procured in order to captltre data and produce accurate

financial staternents;

ii) Tlre Service and compassionate gratuities Ksh.15,267,436, Marriage gratuities

Ksh.16,059,357 and Civilian death gratuities under item 0-0962-0901-2710102 are current

payments paicl as other pensions under Head itern totaling Kshs.852,513.923, which is part

of the total expenditure for the year under revierv.

374) Committcc llecommcndations
Thc Accoultipg Officcr should cnsurc that the cntity keeps up-to-date and rcconciled

financial ancl accounting records that compll'tvith provisions of Section 68(2) of the I'FM

Act2012 ancl that complcte financial and accoultting rccords are prcsetttcd n'ithin tltree

(3) nronths aftcr thc closc of thc financial l'ear in linc n'ith Articlc229 of the Constitutiott.

lle port ott tJrc l,\(Lnin(tliott o.[ the lle po|t ol tlp .lurttor-(ienaral on llrc f tttctttt'ru1 .\tatt'ntetts
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59. Unsupportcd Expenditure
375) The statement of receipts and payments for the year ended 30 June. 2019 reflects

pension payments of Kshs.66,917.302,195. Included in this balance is Kshs.6l,gg5,5l0
(2017/2018-Kshs 58,656,973) paid through the pension payroll to Asian and European
Pensioners who retired due to Africanization of public sector after independence in 1963.
However, no evidence was provided that the pensioners' personal files and life certificates
were submifted before payments were effected as required by the pension Depaftment,s
internal controls. Consequently, the propriety of the expenditure of Kshs.61,995,5 l0 could
not be ascertained

Submission by the Accounting Officer
376) The Accounting Officer adrnitted that an expenditure amounting Kshs.61,995,510

(2017/2018 - Ksh.58,656,973) is included in the total expenditure of Ksh.66,917,302,195
during the year under review was paid through the pension payroll to Asian and European
pensioners who are in our main payroll. The payments have always been made unless there
is notification of deaths that leads to the removal pf tne pensioner from the payroll.
However, all the files that auditors requested werp providedt:

.".i+.
377) Committee Observations and Findi

i) The Accounting Officer admitted nditure amounting Kshs.61,995,5 l0 is
included in the total expendi 17,302,195 during the year under review
was paid through the pens Asian and European pensioners who are the
main payroll

ii) The Comminee Personal files were availed for audit review
save for the life cert were not availed;

378) Committee
Within one n is report, the Accounting Officer provide to the
Auditor-Gen te, Banks Accounts including payments Details for review.
The Auditor-General undertake a review and report to the National Assembly in the
subsequent audit reporting cycle

60. Returned Pensions antl unsupported Accounts payatrles
379) As previottsly reporled, the statement of assets and liabilities and as disclosed in Note

13.6 to the financial statements, reflects accoLlnts payable of Kshs.4,1g3,043,979 (201g -
Kshs'4,061,252,617). Analysis of the figure revealed that Kshs.l.l89,930.00g related to
pensions payments returned during the year u,hile Kshs.372.222,595 was paid back to
pensioners on account of 2017 returns resulting in the net movement for the year ol.
Kshs.817,707.413. However. detaitecl listing by individual pensioners in support of the
accor.nrts payables balance of Kshs.4. 193.043.979 u,as not providecl.

Repon on tlrc l:xortrinutiott o[tha Report ofthe .1

etnletl j0 ' Juna l0 I 9

tions
of th

.[o r t I rc .\ ct t i o n u I G ot e n r n te n t.lb r' I h e ]'e u r

Page 81

tt rli t or-()e ne ra I on I h e Fi na nc. tal Stot e n pn t s



I

Submission by the Accounting Officer
380) The Accounting Officer subn.ritted that the accolrnt payable balance of

Kshs.4,183,043,979 is an accumulative figure since the tirne PMIS was introduced. The

prirnary source document that are used to capture returned pensions are bank statements,

Miscellanies Receipt, cash books and PMIS ledger that captures retumed pensions on

monthly basis to support payable balance of Kshs.4,183,043,979 that can be accessed in

pMIS by the auditors through assistance of ICT staff. The report for re- credited cheques

analysis from the PMIS for the last three years is hereby attached for audit verification.

Committec Observations and Findings
The Committee observed that the response provided by the Accounting Offrcer does

not detail individual pensioners to support payable balance of Kshs.4,183,043;

The Committee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) of the PFM Act, 2012:

The Committee also observed that during the audit, the Accounting Officer failed to

provide accurate records and other supporting documenfs in breach of Section 9 (1) (e)

of the Public Audit Act, 2015.

38r)
i)

ii)

ii i)

1i

382) Committee Recommendations

Within one month of adoPtion of this re thehccounting Officer provide to the

Auditor-General supporting documen individual pensioners to suPPort

payable balance of Kshs.4,1"83,043 Auditor-General undertake a review

and report to the National Assem bsequent audit reporting cYcle

Other Matter

61. Unresolved Prior

383) The folloxing audit matter remained unresolved as at 30 June, 2019:pnor

61.1 Ulsupfioltgd ExPenditure

381) As.previously reporled, included in the pensions expenditure of Kshs.63,170,121,740

as at 30 June, 2018 is an amount of Kshs.20,294,340 paid to an international development

company. Although Management explained that the payment was on account of pre-

ildependence and post - independence pensioners who worked in Kenya and currently

residing in the United Kingdom, the expenditure was not adequately supported by way of

payrolls detailing out the beneficiaries. Consequently, the propriety of the expenditure

could not be confirmed.

Submission by the Accounting Officcr

uditor-General onReport on the Evnruntion rtf tlrc Report ofthe.1

endetl )l-1" June 20 19

tlrc Finunciul Stotenrents.[or the .\'ational Oorernnenl.[or the l'eor
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385) The Accounting officer submitted that the Department agreed with Crown Agent in
United Kingdom to manage the accounts of pre and post-independence pensioners residing
in the United Kingdom on its behalf. The Department relies on monthly reports from Crown
Agents to make monthly payment schedules and payroll which is available for audit review.
A sample of the payroll and monthly returns for the same has been attached.

386) Committee Observation and Finding
The National rreasury agreed with crown Agent in United Kingdom to m
of pre and post-independence pensioners residing in the United Kingdom
Department relies on monthly reports from crown Agents to make monthly
and payroll.

387) CommitteeRecommendation
Within three months of adoption of this reporto the A
audit into the payments since independence to date for
pensionerc residing in the United Kingdom. The
Crown Agent in United Kingdom was procured and
to the National Treasury

REPORT ON LAWFULNESS AND

388) Conclusion

62. There were no material
resources.

lawfulness and effectiveness in use of public

63

REPORT ON INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

38e)

material issues relating to effectiveness of internal controls, risk
governance.

STATEMENTS - PENSIONS DEPARTMENT

ON THE REVENUE STATEMENTS

Basis for Quatified Opinion

64. Discrepancies Between Budget Statement and the printed Estimates

Reporr on the Excrntination olthe Report ofrhe

ended 30t'Jnne 2019
for the )'ational Got ernnrcnt.for rhe l'ear.lrrditor-Generol on tlp Financ ial Statentents

Page 83
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390) The statement of comparison of budget and actual amounts reflects total budget of non-

tax receipts of Kshs.309,398,233 being contribution by government employees to social

welfare which differs from the 20l8l2}l9 printed revenue estimates of Kshs'894,349,041

resulting to an unexplained and unreconciled variance of Kshs.584,950,808. Consequently,

the accuracy and completeness of the revenue statements could not be confirmed.

65. Variance Between the Revenue Statement and Trial Balance Figures

391) The statement of revenues and transfers reflects total non-tax receipts of
Kshs.262,230,402; (2018-Kshs.308,019,086) comprising of receipts from MDAs and other

receipts of Kshs.262,091,309 and Kshs.2l 1,093 respectively. However, the Trial Balance

and revenue analysis availed for audit reflected a total of non-tax receipts balance of

Kshs.270,789,739 resulting to an unexplained variance of Kshs.8,5 59,337 .

3g2) In the circumstance, the accuracy and completeness of,the reported total non-tax

receipts balance of Kshs.262 ,230,402 cannot be ascertained.

Submission by the Accounting Officer
393) The trial balance generated by the PMIS

period and the figures for the current

balances from the closing balances.

corrected analysis is hereby attached

acc0lnulates figures from previous
f

arrived at by deducting the opening

trial balance was corrected and aThe

394) CommitteeObservations
i) The Committee observed availed is manually prepared and not generated

from PMIS which

statements;

urce document of balances reflected in the financial

ii) The Committee o that the Accounting Officer failed to prepare and keep

proper accounting contravention of Section 68 (2) (b) of the PFM Act, 2012;

ii i)

395) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer provide to the

Auditor-General a verifiable internal control system for the funds. The Auditor-General

undertake a revierv and report to the National Assembly in the subsequent audit

reporting cycle

66. Incomplete Progress Report on Follorv Up of Auditor's Recommendations

396) As reportecl in the 20 I 7/ I 8 audit report, there is an uuresolved nlatter of atr unexplained

difference of Kshs.l,37g.l47 between the total revenue collected and trattsferred to the

Report on the Excrtttinalrcn ofthe Report otrhe .ltrclitor-Generul on the

ended 3U" Jxne )o l9

F i n a nc i ct I St a t e n r e nt s.for t I rc .\' u t t o n o I G ot e m, n e nt .fo r t h e l'e o r
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Exchequer and transfers of receipts reflected in the bank staterrent. In addition. the receiver
of revenue failed to provide a budget of the estimated revenue collections. These issues
have not been captured under progress on follow up of auditor's recommendation section
of the financial statements. In the circumstances, the financial statements have not been
prepared in compliance with IPSAS.

Submission by the Accounting officer

397) The Accounting officer admitted that the Progress Report on Follow up of Auditors
Recommendation was not complete but they were captured in subsequent financial
statements.

398) Committee Observations and Findings
There is no commitment by the National Treasury for timely addressing of the
recommendation by the Auditor-General and PAC recommendations as resolved by the House.

399) CommitteeRecommendations
Within three months of adoption of this
Treasury provide to the Auditor-Genera

for the National
dressing all audit

e National Treasury and other

,i

report,
la

recommendations and PAC recommend
national government votes. The Aud
Assembly in the subsequent audit

67. Under Collection of
400) The statement of

receipts budget of Ks
resulting in an

proportion of the

provide a report to the National

budget and actual amounts reflects total non-tax
3 compared to actual receipts of Kshs.262,019,303

of Kshs.47,378,924 or l5Yo of the budget. A significant
attributed to the shortfall in 3lo/o contribution receipts from

be indicative of parastatals not rernitting contributions in a timery
the Statement of comparison of budget and actual amounts reflects a

total budk'et .of Ksh.30
v'

to an.under collection
9,398,233 compared to actual receipts of Ksh.262,019,303 leading
of Ksh.47,378,924 or l5o/o of the budget. The under collection was

due to delays in remittance by parastatals.

Submission by the Accounting Officer
401) The Accounting Officer submitted that it was true that the Statement of comparison of

budget and actual amounts reflects a total budget of Ksh.309,3g8,233 compared to actual
receipts of Ksh.262.0 I 9,303 leading to an under collection of Ksh.47,3 78,g24 or I 55of the
budget. The trnder collection was due to delays in remittance by parastatals.

402) Committee observations and findings

Report on the Exontinalion ofthe Report ofthe.ltrtlitor-Get tt'ral on the Fittturctal Statentents.[or tlru .\'utiottal Got.erntnent for the lertr
cnded io.: Jmte )ol9 Page 85



The Statement of comparison of budget and actual amoLlnts reflects a total budget of
Ksh.309,398,233 cornpared to actual receipts of Ksh.262,019,303 leading to an under

collection of Ksh.47,378,924 or l55of the budget. The under collection was due to delays in

rem ittance by parastatals.

403) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer provide to the

Auditor-General a verifiable action taken against all parastatals that either delay or fail

to make remittance of revenues collected. The Auditor-General provide a report to the

National Assembly in the subscquent audit reporting cycle

68. Unresolved Prior Years Matters

68.1 Misstatement of Revenue Balance

404) As reported in the 2}l7ll8 financial year, the statement of revenue reflected total

086

the

,147

as tabulated below:

405) Further, the total collection of Kshs.308,019,086 had been recorded under 310%

contributions in the ledger as opposed to the respective sub item accottnts classification as

reflected in the Notes to the Revenue Statements. The statement of revenue continues to be

misstated and does not reflect a true and fair view of the operations of the Perrsions

Departrnent.

Submission b1' the Accounting Officer

k Statementue

Sub-item

ce

) s.)

[,,'"0'T1
12,592,761.203l% Contributions .00

2% WCPS

Contributions .{.
\,*[t-,sso,s

fo,ozz,sos.ss ltt,tos,set.zo

57.05

p+,z69,os3.os po,+zz,lst.9o $,1+6,299.ts
CAP Deduotions. ,.' 305,151.95 ,649,997.60,955,149.55

Totill" ' Poa,o 19,085.65 po9;la,zrz.lo lt,ltl,tlt.zs

./br rhe l cur

tnded )(f".Jtrne 2019 Page 86



406) The Accounting officer submitted that both the accounts and the ledger rvere restated
as per the attached journals.

407) Committee observations and findings
The statement of reventte reflected total revenue collected and transferred to the Exchequer
amounting to Kshs.308,019,086. However, the bank statements indicated the total receipts
and transfers thereof to the Exchequer of Kshs.309 ,398,233 resulting to an unexplained
difference of Kshs.1,379,147 Both the accounts and the ledger were restated as per the
attached journals.

408) CommitteeRecommendation
The Committee reprimands the Accounting Officer for violation of the provisions of
Article 229 (4) (h) of thc Constitution and Section 8l(a)(a) of the pubtic Finance
Management Act2012.

68.2 Revenue Balances

409) In the audit of the prior year's revenue statem-ents, therewtre various classes of revenue
reflected in the
analyzed below:

statements of revenue but thdbashbook*reflected different amounts as

410) Cons-equentlY, the accuracy of the balances in the statement of revenue could not be
ascerlainb& as there were no reconciliations in support of the discrepancies.

Submission by the Accounting Oflicer
4l 1) The Accounting Officer submitted that by the time of audit, the classifrcation of revenue

was incomplete, the reconciliation has since been done and adjusted as below.

Il.evenue Class Amount (kshs)
3 I % Contribution 239,974,194
2% WCPS 65.265.348
Abatement 49.072.01s
Cap Deduction 2.403.645

356.715.202

Repon ott the Exanttnatron oftlrc Report oItlrc .-lutliror-Gcnerol on rlv Stutentents.[or Ilte \.utionul (jot.et.ttntent frtr tlrc Iear

" "},,

otes to

Revenue Class

e

hs.)

book Balance

5,265,349.10

5 .003l% Contributions

2% WCPS

Abatement

Cap Deductions
9,072,014.90

,645.05

euled )(l'Jarc l0l9 Page 87



412) Committee Observation and Findings

The Comrnittee observed that the query was discussed during the examination of the State

Department account for financial year 2017/18 and a recommendation rvas issued therein.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

413) Conclusion

69. There were no material issues relating to lawfulness and effectiveness in use ofpublic

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

414) Conclusion

70. There were no material issues relating

management and governance

DONOR FT-INDED PROJECTS

FINANCIAL SECTOR S

REPORT ON THE ATEMENTS

of internal controls, risk

IDA CREDIT NO. 5627-I<E

Stotenrcnts.lbr tlle .\'uli<tnal Got enmrent .for the |ear

Page BB

415) Unquali$-ed
'+,,i

71. There'lderg,no

Opin
I:.i

fiaterial issues noted during the audit of the financial statements of the

'V2. Pending Bills

416) Note 9 to the financial staternents reflects pending bills arnounting to Kshs.45,997,305

as at 30 June,20l9. Management has explained that the bills represented invoices locked

out of procllrernent System before being paid. Although Management has committed to

adhere to the Public Procurernent and Asset Disposal Act,20l5, the Project is at risk of

incurring additional costs in case of a legal dispute due to non-payment for services

rendered.

Report on the Evtmnrcttton of tlrc Repott ofthe .luclit<tr-General on the

ended i0" June 20 l9

Financial



REPORT ON LAWFULNESS AND EFFE
RESOURCES

Submission by the Accounting Officer
417) The Accounting Officer submitted that the pending bills were due to late subniission of

invoices by service providers and therefore, they were not processed. However, they were
all paid as they formed firsr charge to the Fy 2olg/2020 budget.

418) Committee Observations and Findings
The pending bills were due to late submission of invoices by service providers and therefore,
they were not processed. However, they were all paid as they formed first charge to the Fy
2019/2020 budget.

419) CommitteeRecommendation
Accounting officers must at all times ensure that pending bills are tisted as first charge in
subsequent financial year when preparing estimates of expenditure and revenues of the
entity in conformity with the strategic plan pursuant to the provisioni ofsection 6g(2) (h)
of the Public Finance Management Act,Z0l2.

crrvr4Ed,b v USE OF PUBLIC

420) Conclusion

73. There were no material issues re and effectiveness in use of public
resources.

REPORT ON AL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion

74.

421 cl, 2012, requires all government
al audit function. Further. Sections

13 and 14 of the Project Appraisal Document (Finance and Markets Global practice)
provides for Internal Audit and the Audit Committee of The National Treasury to provide
internal audit services and oversee the adequacy of internal control mechanisms over the
Project. During the year under review, there is no evidence of the project having been
reviewed by The National Treasury internal audit function.

422) Consequently. the Project managenlent is in contravention of the public Finance
Managernent Act. 20 12 and project Appraisal Agreement.

Submission b1, the Accounting Officer

Report otr the Ettntination oftlrc Report of the .l .[ot tlre \otional Cot ernntent.[or tlrc I eur
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o
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uditor-Generul on thc Financial Stotenents

Page 89



423) The Accounting Officer submitted that it \l,as trLte that during the year under revierv.

that projects had not been reviewed by the National Treasury's internal audit function.

National Treasury had a serious shortage of audit staff and this that affected a number of

activities including projects. However, more staff were recruited after the approval by the

Pubtic Service Cornmission and projects including Financial Sector Support Project were

assigned auditors

424) Committee Observations and Findings
i) During the year under review, that projects had not been reviewed by the National

Treasury's internal audit function. National Treasury had a serious shorlage of audit staff

and this that affected a number of activities including projects

ii) The Committee observed that although the internal audit function was established later,

the Accounting Officer was in breach of Section 73 of the PFM Act,2012 at the time of

audit. Further, monitoring and review of the effectiveness of the internal audit process,

review of internal controls, risk management systems and ftnancial statements had not

425) Committee Recommendations

The Committee reprimands the Accounting vi<ilation of the Section 73 of the

PFM Act, 2012 at the time of audit.

GLOBAL FUND PROGRAM - TE THE REDUCTION OF TB,

LBPROSY AND LUNG D UGH PROVISION OF PEOPLE

CENTERED, ACCEPTABLE AND

AFFORDABLE QU
1s48)

rN KENYA (GRANT NO. KEN-T-TNT-

REPORT ON THE FIN STATEMENTS

.{,

Basis for quaiitfe4,Opin ion
' .!. :,|]

75. Non-Dis"closrire of Counterpart Contribution

426) The statement of receipts and payments does not disclose the counterpart funding frorn

The National Treasury. Further the Government of Kenya contribution for the financial

year and cumulatively cannot be established. The Project Management is in breach of

paragraph 5.1 of the Grant Agreement which provides for a l5%o counterpart contribution.

The Project is also in breach of Section 72 (6) of the Public Finance Management Act,

2012, which requires the National Government to factor grants in the budgets with

counterpart Funds being appropriated in accordance with the signed agreelnellt'

Consequently. the accuracy and cornpleteness of the reported receipts balance of

Kshs.260.083.350 cannot be ascertained.

Report on the Exanirrttliott o-f the Reporr ofthe .1rulitor-Genctol on tlrc

ended )0'' Jttne l0l9

f'inttncrttl Stqletnents.[or the .\'at ionol Gorerntte il.[or tlte |eur
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Submission by the Accounting Officer
427) The Accorrnting Officer submitted that the during the financial year 2OlBl2Ol9 the

budget for the Government of Kenya coLrnterparl funding for both old and new TB Grants
was budgeted under the nerv grant. Grant number: KEN-M-TNT. GA 1546, item: 1078 -
0t- 2640503

428) Committee Observations and Findings
During the financial year 2018/2019 the budget for the Government of Kenya counterpart
funding for both old and new TB Grants was budgeted under the new grant. Crant number:
KEN-M-TNT, GA 1546, itern: 1078 -01- 2640503. The explanation was satisfactory to the
Committee and the auditor

REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Basis for Conclusion

ri:

76. Failure to Maintain Fixed Asset Register
429) Contrary to the provisions of Section l) 143(1) of the Public Finance

Management (National Government) 2015, the Program did not maintain a
fixed asset register and also did not balances in the financial statements under

ite the statement of receipts and paymentsthe summary of fixed assets

indicating cumulative ial assets of Kshs.250,473,804 as at 30
June, 2019. To this Management is in breach of law

Submission by the ng
430) The Accounting submitted this was because procurement was being done by

the National Treasury. IJowever, The National Treasury is in the
services ofa consultant to develop one for the project.

431) Committee observations and Findings
i) The Committee observed that there were no proper records in terms of an Asset register

listing all those assets, their location and the core details regarding thern.
ii) Further, the Committee observed that there was no system of identification e.g.

tagging/coding, to cost. disposals, depreciation, accumulated depreciation, location of the
asset ofthe assets had been done, thus putting the assets at risk ofgetting lost through theft
and rnisplacement; And

432) Committec Recommendations
Within three ntonths of adoption of this report, the Accounting Officcr provide to the
Auditor-Gencral a verifiable progress in the clcvelopment of asset registcr for the projcct.

Report on tlrc f-xctrrttttcrttott ol the Report ol'the .ltrclitor-Getterol ott tlte I:inunciql Stntenients.for tlte .\'oriontil Got.erntnent for the |ettr.

Ii
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The Auditor-General undertake a revierv and rcport to the National Assembly in the

subsequent audit reporting cYcle

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

433) Conclusion
77. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

INFRASTRUCTI.IRE FINANCE AND PUBLIC PRIVATE PARTNBRSIilP PROJECT

- IDA CREDIT NO. 5157.KE

REPORT ON THE FINANCIAL STATEMENTS

434) UnqualifiedOpinion

78. There were no material issues noted during the it of

.:, t
.r '''t'

tli*{inancial statements of the

Project

REPORT ON LAWFULNESS AND S IN USE OF PUBLIC RESOURCES

435) Conclusion

79. There were no material to lawfulness and effectiveness in use of public

resources

REPORT ON EFFECTI OF INTERNAL CONTROLS, RISK MANAGEMENT

AND NCE

80. La;k tif-:[q$"9,r Audit Services

436)+.,,QohJrary to the provisions of Section 16 of the Project Appraisal Document that

. requires the Project Implementation Unit to be audited by internal auditors seconded by

. The National Treasury, the Project was not subjected to an internal audit review during the

year under review. The Project is not in compliance with the signed financing agreement

Submission by the Accounting Officer
437) The Accounting Officer submitted that it was trlle that during the year under review.

that projects had not been reviewed by the National Treasury's internal atrdit function.

National Treasury had a serior.rs shortage of audit staff and this that affected a nttmber of

activities including projects. Horvever. more staff rvere recruited after the approval by the

Reltort ott tlv Excnninction oIthe Reporr oftlte .-lutlitor-Ceneral on llrc Financictl Slotentents.for the .\'ttttonol Ooyet nilteil.for the Year

etded jlt'June 2l)19 Page 92



Public Service Cornmission and projects including Financial Sector Support project were
assigned auditors. The matter to be reviewed for compliance with the public Finance
Management Act,20l2 since the recruitment of additional staff.

438) Committee Observations and Findings
i) During the year under review, that projects had not been reviewed by the National

Treasury's internalaudit function. NationalTreasury had a serious shortage of audit staff
and this that affected a number of activities including projects

ii) The Committee observed that although the internal audit function was established later,
the Accounting Officer was in breach of Section 73 of the PFM Act, 2012 atthe time of
audit. Further, monitoring and review of the effectiveness of the internal audit process,
review of internal controls, risk management systems and financial statements had not

439) CommitteeRecommendations
The Committee reprimands the Accounti
PFM Act, 2012 at the time of audit.

PUBLIC FINANCIAL MANAGEMENT
KE)

ng Officer

M (CREDTT NO.6133-

REPORT ON THE FINANCIAL STA

440) UnqualifiedOpinion

81. There were no materi during the audit of the financial statements of the
Program

Other Matter !

82. Budget'Gontrol lnd Performance

441\ . The statement of comparative budget and actual amounts for the year ended 30 June,
2Ol9 refiects actual receipts of Kshs.258,458,458 against budgeted receipts of
Kshs. 1,172,265,090 resulting in a shortfall of Kshs.9 13,806,632 or 78Yoof the total budget.
The shortfall was mainly recorded under transfer from Covernment entities where actual
receipts amounted to Kshs.32,427,451 against the budgeted receipts of Kshs.90l ,265,OgO
resulting in a shortfall of Kshs.868,837,639 or 960/o of the budgeted receipts. Further, actual
expenditure for the year amounted to Kshs.951.062,733 against the actual receipts of
Kshs.258.458,458 resulting to unfunded expenditure totaling Kshs.692.60 4,275,which was
financed from the previous years' budget surplus. As a result of the large budget deficit.

Report on the Esaminatiott of tlte Report ofrhe .1rulitor-Gener.al on the St u t e n te n t s.[o r t I t e .\' ct t i ona I G ov r. tt n rc n t.[o r I I rc l e tt

of4tre Section 73 of the

ertded i0" Jrtne l(t I 9
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the program may not have implernented all programmes and work plans fully as approved

in the budget thus delaying provision of services to the Kenyan citizens.

Submission by the Accounting Officer
442) The Accounting Officer submitted that it was true that the budgeted receipts were

Kshs.1,172,265,090.00 while the actual amount received on comparable basis was

Ksh.258,45 8,457.g5 or 22o/o of the budgeted receipts. The budget under absorption of

Ksh.221,202,356.85 which represents lgoZ was due to late submission of work plans by

the MDAs

443) Committee Observations and Findings

The budgeted receipts were Kshs.1,172,265,090.00 while the actual amount received on

comparable basis was Ksh.258,45 8,457.g5 or 22o/o of the budgeted receipts. The budget under

absorption of Ksh.221,202,356.85 representing lgohwas due to late subniission of work plans

by the MDAs. The explanation was satisfactory and therefore the mattgt was resolved.

,r, .,.

AND EFFECTIVENES'S N'U'USE OF PUBLIC

V

444) Conclusion

83. There were no material issues re and effectiveness in use of Public

resources.

84. Human CapacitY

445) A revi of the 's organizational structure revealed that the positions of

communicati human resource specialist and legal specialist remained vacant

during I year under review. The Program requires a wel I empowered and

REPORT ON LAWFULNESS
RESOURCES

REPORT ON EFFECTI

AND GOVERNANCE

AL CONTROLS, RISK MANAGEMENT

the L-inoncial Sratenrents .fbr the .\'cttionul Got emnrenl .[or the l ear

Page 94
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led Secretariat in all the areas spelt out in its staff establishment. Due to

.'the,*ttuih,an capacity shortfalls, the Program faces challenges in meeting its mandate,

objectives and service delivery to the citizens. Officers holding positions in acting capacity

may not have the necessary skills, competencies or motivation to achieve the desired goals

of the Program

Submission by the Accounting Officer
446) The Accounting Officer submitted that it was true that a review of the approved

establishment revealed that the positions of communication specialist, human resource

specialist and legal specialist remained vacant during the year ttnder review. However, the

Report on tle Exanination oftlte Report o/'rhe .1

,rr1rr1 3ff" Ju17g )019
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process o1'filling the vacant posts has been initiated. Further. additio.al officers u,ere
seconded from the National Treasurl, to the project.

447) Committee Observations and Findings
Review of the approved establishment revealed that the positions of communication specialist.
human resource specialist and legal specialist remained vacant during the year under review.
However, the process of filling the vacant posts has been initiated. The explanation was
satisfactory and therefore the matter was resolved.

GLOBAL FUND PROGRAM SCALING I.IP MALARIA CONTROL
INTBRVENTIONS FOR IMPACT GRANT NO. KEN-M-TNT

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

85. Non-Disclosure of Counterpart Contribution

s/
disclose the counterpart funding from448) The statement of receipts and payments

The National Treasury. Further the G ent contribution for the financial
year and curnulatively cannot be
paragraph 5.1 of the Grant Agreem

Project Management is in breach of
ides for a 15o/o counterpart contribution.

The project is also in breach of S the Public Finance Management Act,2012,
which requires the National factor grants in the budgets with counterpart
Funds being
accuracy and

ascertained.

with the signed agreement. Consequently, the
receipts balance of Kshs.3,9l0,59l cannot be

Submission by Officer

449) The

budget
officer submitted that the during the financial year 20lgl20lg the

of Kenya counterpart funding for both old and new Malaria
Glants was'budgeted under the new grant. Grant number: KEN-M-TNT, GA 1546, item
I 076 -0 t- 2640s03.

Committee Observations and Findings
450) During the financial year 2}l8l2}l9, the budget for the Government of Kenya

counterpart funding for both old and new Malaria Grants was budgeted under the new grant.
Grant number: KEN-M-TNT, GA 1546. item: l076 -Ol- 2640503. The explanation was
satisfactory and therefore the matter was resolved.

86. Pal,ment of Undisclosed Pending Bills

Report on the f.xantinalion ol'ttrc Report ofthe ./br tle .\'otiotral Goternneil frtr tlrc leur

e
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451) The statement of receipts and payments reflects an expenditure of Kshs.3-077,582

incurred on purchase of goods and services during the year under review. However,

information available indicate that the payments related to expenditure incurred in the prior

year but had not been disclosed as pending bills in the 201712018 financial statements as

required by International Public Sector Accounting Standards (Cash Basis) method of

accounting. Consequently, the restatements necessary to incorporate the omitted

disclosures in the financial statements has not been done.

Submission by the Accounting Officer
452) The Accounting Officer submitted that it was true a payment of Ksh.3,077,582 relates

to pending bills for Financial Year 2017l2ol8 which were not disclosed in the financial

statements. This was an omission but the same will not recur'

Committee observations and findings
453) The statement of receipts and payments reflects an expenditure of Kshs.3,077,582

incurred on

information
year but had

explanation

81. Failure to Maintain Fixed Asset

454) Scrutiny of the Procurement assets worth Kshs.10,500,852 that were

procured during the first Year implementation. However, contrary to the

provisions of Section 13 143(l) of the Public Finance Management

(National Government) 2015, the program did not maintain a fixed asset

balances in the financial statements under summaryregister and also did

offixed assets

Submission by Accoun Officer
submitted that it was true that there was no asset register for455) The

the during FY 20l8l2}l9 of Program implementation. This was because

procu_remont

TheNational

was being done by procuring unit (entity) of the NationalTreasury. However,

Treasury is in the process of procuring the services of a consultant to develop

one for the project.

456) The matter is recommended to be kept in view and reviewed in subsequent audit when

the consultancy contract is effective

457) Committec observations and Findings

i) The Comrlittee observed that there were no proper records itr terurs of an Asset register

listilg alI those assets. their location artd the core details regarding them:

Reporr on rhe Examinalion of the Report o-f the .lrulitor-Generul ott the

encletl )O' June 20 l9

FinctnciuI St(ileiltents.[or the .\'rrlionaI Govrntnent./br the leor
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ii) The Committee observed that there was no system of identification e.g. tagging/coding,
to cost, disposals, depreciation, accumulated depreciation, location of the asset of the
assets had been done, thus putting the assets at risk of getting lost through theft and
misplacement; And

458) CommitteeRecommendations
Within three months of adoption of this report, the Accounting Officer provide
Auditor-General a verifiable progress on maintaining assets register.
General undertake a review and report to the National Assembly in the su
reporting cycle

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RTSK
AND GOVERNANCE

459) Conclusion

88. There were no material issues relating to effecti
management and govemance.

STT'DY AND CAPACITY BTM.DING
01K)

(CREDIT NO. CKE 601s

REPORT ON THE FINANCIAL

460) Unqualified

89. There were no
Project.

during the audit ofthe financial statements of the

REPORT S AND EFFECTIVENESS IN USE OF PUBLIC

uslon

tq'n&
aftur1The

controls, risk

B

with the Public Procurement and Asset Disposal Act,2015

1 Procurement of Individual Consultancy Services

461) Contrary to the provisions of Section 124(l) and (2) of the Public procurement and
Asset Disposal Act,2015, the Project Management single sourced and contracted for an
amount of Kshs.3,135,000 for the provision of services of an individual consultant. The

ReportonlheExaninotionoftheReportoftlte*rlitor.Generulo',th,Fi,nu,iolsi@1,,y.,o,
ended 3tt'June 20t9 page 97



procurement of the consultant. u'ho previously served in the line Ministry' rvas based on

the bids submitted in 2012 instead of fresh bids as prescribed by the law.

Submission by the Accounting Officer
462) The Accounting Officer submitted that the individual consultant was single sourced

based on his previous assignments and experience under Aid Effectiveness Program that

was under AFD. This Contract was subsequently cancelled in January 2020 as

recommended in the Audit Report of FY 2018-2019 and re-advertised according to the

Development partners procLlrement guidelines. Interviews were held between 29th April

and 4th May 2o2o as per the attached copy of National Treasury letter

MOF/ERD/2OIl4gl7glol 'B' (25) of 29th May 2020, and other supporting documents.

463) Committee Observations and Findings

i) The individual consultant was single sourced based on his previous assignments and

experience under Aid Effectiveness Program (AFD) Programme' The contract was

later cancelled in January 2020 as recomrnended in the Audit Report of FY 2018-2019

and re-advertised.

ii) Interviews were held between 29th April

National Treasury letter MOF lBIlDl2ll

Asset Disposa

at its French

Kshs.249,220,

y zOZO;lii

'8', (r5)
per the attached coPY of
of 29th May 2020. The

tsslon rs

StatenenIs.[or t|te .\'crtionoI Gotetnnent.[or Ihe lear

Page 98

and 4th

t4

explanation was satisfactory and therefo resolved.

90.2 Procurement of UnPlanned

464) During the Year under of procurement made but not provided for in

to Section 73 of the Public Procurement andthe procurement Plan
I Act, 201 Management purchased office furniture and printer

the Resource Mobilization Department at a cost of

, the Project Management was in breach of the Public

Act, 2015

ting Officer

not been included in the Procurement Plan of the National Treasury and the om

noted. The items have however been entered in the Asset Register as attached.

465) The Accounting Officer submitte d that the Procurement of assets to support the French

.Desk was done subject to a 'No Objection ' from the Development Partner. These items had

Su

Report on the f.xctninotion o.fthe Report ofthe

eil(le(l ;0" Jtme 1o l9

Committee Obscrvations and Findings

466) The Procurelnent of assets to Support the French Desk was done subject to a 'No

Objection' from the Developrnent Partner. These items had not been included irr the

procurenent plan of the National Treasury and the omissiotl is noted. The explanation was

satisfactory arrcl therefore the matter was resolved'

-l ru! i tnr -General on the [-' ino nc it I



91. Lack of an Asset Register
467) Contrary to Section 143(1) of the Public Finance Management (National Government)

Regulations,2015, the Project Management has not maintained an asset register for assets
procured and owned. The risk of pilferage of the Project assets in absence of a register is
high.

Submission by the Accounting Officer
468) The Accounting Officer submitted that the

Desk as approved by the Development partner

Register as observed during the audit.

Project procured assets to support rrdhdr'l
. These items have been

469) Committee observations and findings
contrary to section 143(l) of the public Finance Management (N
Regulations,20lS, the Project Management has not maintained for assets
procured and owned.

470) Committee Recommendation
Within three months of adoption of this report, Oflicer should provide to
the Auditor-General verifiable steps taken Treasury to maintain asset

a review and report to theregister for the project. The Audito to
National Assembly in the subsequent a cycle

REPORT ON EFFECTIVENESS CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

471) Conclusion
92. There were no relating to effectiveness of internal controls, risk

management and

TECHNICAL PROGRAMME AGREEMENT NO.
; NO.I(E/FED|023-733 AND NO. KE/T,ED/037-941

FTNANCIAL STATEMENTS

qualified Opinion
were no material issues noted during the audit ofthe financial statements of the

Programme

Emphasis of Matter

94. Unbudgeted Receipts and Expenditures

ReportontheExaminationoftheReportofthe,4udiror.Generot,h,t.,o,
ended 3|t'June 20tg page 99



473) 'l-he statcment of contparative bLrdget artd actual atllounts reflects nil receipts fi'orn

proceecis of dornestic and lbreign grants (grant revenue) against estirnated receipts of

Kshs.30.000,000. 
-fhe statement also reflects actual receipts of Kshs.26,457.440 from

proceeds of dornestic and foreign grants (grant A-l-A) against nil estimated receipts an

indication of the project being funded rvithout a budgetary provision. Similarly, payments

of Kshs.3,3 92,021 were incurred on purchase of goods and services without an approved

budget in place. Management has however, indicated that the supplementary budget

reallocations were efl'ected after the expendittrre had been incurred

Submission by the Accounting Officer
474) The Accounting Officer submitted that in the printed estimates the project was budgeted

under Crants (AIA) Ksh.150,000,000 However, during the Supplernentary Estimates No 2,

the budget was reduced to Ksh.30,000,000 and captured as Grants Revenue. It is further

true that Ksh.26,457,440 were actual receipts of domestic and foreign grants (grants AIA).

It was later realized that an expenditure of Ksh.3,392,021had been incurred under AIA but

the donor had delayed in submitting expenditure documents for capture in the Vote book.

The national Treasury has held various meetings with developlnent paftners and agreed on

fast tracking of submission of expenditure returns especially where they make direct

payments to facilitate the captrrring of the same by MDAs.

47s)
i)

ii)

Committee observatiotrs and findingq , . -;

The project was budgeted undei'Grants (AlA) Ksh.150,000,000 but during the

Supplementary Estimates N,q.2; the budget was captured as Grants Revenue and

reduced to Ksh.30,000,000. thi'#'teaiized actual receipt of Kshs.26,457,440 fron

proceeds of domestic and forii.ign grants (grant A-l-A).

The project incurred pallnent bf Kshs.3,392,O2l on purchase of goods and services

under AIA but-the donor had delayed in subrnitting expenditure documents for capture

in the Vote book.-The Nitional Treasury has held various meetings with development

partners and agreed on fast tracking of subrnission of expenditure returns especially

where they make direct payments to lacilitate the capturing of the same by MDAs'

476) Committce Recommcndation

Within three months of adoption of this report, thc Accounting Officc cnsures a system

is in placc on fast tracking of submission of expenditurc returns cspccially rvhcrc they

make direct payments to lacilitatc thc capturing of the sarne by MDAs.

95. Unresolvecl Prior Year Matters

95.1 Co-operative Dormant Ilank Accounts

411) The Management continues to maintain two local currenc)' Accorttlts No.

0ll4l4l9783l0l and No. 0l t41419783100 u,ith Co-operative Battk *'ith bank balances

Rtport ott tlte L-ttttttill(tltt)lt o/'tht llelxtt o{ tltt' .ltrtlitor'-(}enerul rtt

cndt,tl jll' .)rrtte )(ll9

the l:tnoncurl Sttttctttents .lir the .\'utirtntl Cot crnrttent ./in. the \ tttr
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of Kshs.l.136-902 arrd Kshs.359 respectivell, as at j0 June. 20lg. No deposits or
withdrawals have been made for the last three financial years. The explanation that the
balance of Kshs.1,136,902 on account No.0l l414lg783l0l rvas insufficient to be paid
back to the European Commission owing to ineligible expenditure was not supported by
way of documentary evidence. No cashbooks are maintained for these accounts hence the
accuracy of the cash and cash equivalents balance of Kshs.1,137,262 reflected in the
financial statements could not be ascertained.'l'he continued maintenance of the dormant
account may expose the Programme Account to risk of loss of funds.

Submission by the Accounting Officer
478) The Accounting officer submitted that the EU is seeking to be refuncled an amount of

Kshs.2,408,000.70 (Kshs.2,386,522.00 plus interest of Kshs.2l,47B.7O) as ar. 27rh
March'2017 as unspent balance and ineligible Expenditure. The alteged ineligible
expenditure refers to an amount of Kshs.1,078,0800.00 that was used on procluction of the
Blue Book and Video Documentary whose expenditure was incurred and supervised by the
EU delegation. The National Treasury however in various comniunications to EU has
disputed the declaration of the expenditure as ineligibie. The National Treasury will
conclude the transfer only after this parties. Therefore,
the account will remain in open until spondence between
the EU and the National Treasury on the i IS att5phed.

?,9;1"._ I

479) Committee Observations and
i) The EU is seeking to be refun t of Kshs.2,408,000.70 (Kshs.2,386,522.00

plus interest of Kshs.2l,478 March,2Ol7 as unspent balance and ineligible
Expenditure. The all expenditure refers to an amount of Kshs.l,07g,0g00
that was used on p lue Book and Video Documentary whose expenditure
was incurred and

matter is agreed betwre-en the two
the issues"Aie resolved. The corre

the EU delegation.
clude the transfer only after this matter is agreed between

s. Theref&e, the account will remain in open untilthe issues are resolved

ii) The National
the two parlie

con

480) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer should providc to
the Auditor-General verifiable steps taken by the National Treasury to finalize this
mattcr with the EU and closing of the accounts. The Auditor-General to undertake a
review and rcport to the National Assembly in the subsequent audit reporting cycle

95.2 Non-disclosurc of Pending Bills

481) The statement of receipts and payments as at 30 June 2018 reflected a1expenditure of
Kshs.48,832.274 under use o1'goods and services. Ilxamination of records maintained by
the Management revealed the expenditure related to a single payment 1o a venclor. vySich
appeared to have been processed in June. 2017 during the 201(tl20l7 financial year. but the

Ilepon on the l:xrtrtinution oftlrc Repot.t ol tlte .l .[or tlrc \'utirttral Gor.enrntent [or tlrc lcur
ended i{l' Jnte l0 I 9

udttor-GerrcroI on tlv l.'inonc ttI St(taDEnts
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same had not been disclosed as a pending bill as at 30 June.20l7. Failure to disclose the

expenditgre as pending bills contravenes the Public l:inance Management Regulations,

2015 and may expose the Programme to incurring ineligible expenditure.

Submission by the Accounting Officer
452) The Accounting Officer submitted that the payment to M/S Proman, whose Service

Contract was for the period I't March 2012to 6th September,2016 was to be paid during

the 2016l17 Financial Year but was delayed and processed in July 2017. The omission to

declare it as a pending bill in FY 201 6-2017 was noted and this will not recur. The bill was

settled in the following FY 2017-2018, in the month of July 2017 '

483) Committee Observations and Findings
i) The payment to M/S Proman, whose Service Contract was for the period l't March

Z0l2to 6th September,2016 was to be paid during the 20l6117 Financial Year but was

delayed and processed in July 2017.

ii) The omission to declare it as a pending bitl in FY 2016-2017 was noted and this will

not recur. The bill was settled in the following EY 2017-2018, in the month of July

2ol7' 
'';i'" lto

484) Committee Recommendation

The Accounting Officer should ensu

financial and accounting records

provisions of Section 68(2) of the

r;, ,

entity keeps up-to-date, reconciled

pending bills and in compliance with
2

95.3 Unsupported Tra

485) During the e transferred an amount of Kshs. 13,257 ,502 to the

European Commi details. Further, no transmittal documentation or

ent from European Commission were availed for verification in support

of the tran In absence of sufficient and relevant supporting documents, it has not

been posbible to detennine whether the amount in question was received or not.

Submission by the Accounting Officer
486) The Accounting Officer submitted that the National Treasury transferred

Kshs.l3,257,5OZ to the EU as per the supporting docutnents provided to the Cornmittee.

The EU however has not yet acknowledged receipt.

487) Committee Observations and Findings

The Cornmittee observed that the issues was discussed during the examination of the State

Department account for financial year 2017/18 and a recollllnendation was issued thereirt

Report on the Exuntinctitttt ol tlrc Report o.[ the )nditor-Generul on

ended i0" Jntrc 20 l9

rhe Finuncial Stttrements.ftir the \ationol Gorenntent.for the \ ear
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion
There were no material issues relating to lawfulness and effectiveness in use ofpublic
resources.

REPORT ON EFFECTIVENESS oF INTERNAL CONTROLS, RISK MANAGEMENT+ .", i
AND GOVERNANCE

488)
96.

489) Conclusion
97. There were no material issues relating to effectiveness of

management and governance.

KEI\IYA PETROLEI,M TECHMCAL ASSISTANCE
NO. ss26-KE)

REPORT ON TFIE FINANCIAL STATEMENTS

490) UnqualifiedOpinion
98. There were no material issues noted

Project.

REPORT ON LA
RESOURCES

Basis for Conclusion

99. Failure to

4et)
to

r

risk

CREDIT

ofthe financial statements of the

IN USE OF PUBLIC

Audits on the Project

blic Finance Management Act,z0l2 requires all Government entities
intemal audit arrangements for the functions that are being undertaken

Further, Sections 13 and 14 of the project Appraisal Document (pAD) on
and markets global practice requires The National Treasury to provide internal

and to oversee the adequacy of internal control mechanisms on the project
its internal audit and the audit committee functions respectively. However, during the

year under review, Internal Audit Services were not rendered despite The National Treasury
having a well-staffed Internal Audit department.

Submission by the Accounting Officer
492) The Accounting Officer submitted that it was true that during the year under review,

that projects had not been reviewed by the National Treasury's internal audit function.

ReportontheExanilnationofrlrcReportofthe.1uditor.Generulonti11,,1,,n,
ended J|t'Jme 20tg page 103
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National Treasury had a serious shortage of audit staff and this that affected a number of

activities including projects. However. more staff rvere recruited after the approval by the

public Service Commission and projects including Financial Sector Support Project were

assigned auditors.

4e3) Committee Observations and Findings

The Committee observed that although the intern audit function was established later, the

Accounting Officer was in breach of Section 73 of the Public Finance Management Act,

2012 at the time of audit;

i)

ii) The Committee further observed that Monitoring and review of the effectiveness of the

internal audit process, review of internal controls, risk management systems and financial

statements has not taken place in the absence of audit committee; And

494) Committee Recommendation

Within three months of adoption of this report, the Accounting Officer should provide to

the Auditor-General a verifiable internal control system.forthe'funds. The Auditor-

General to undertake a review and

audit reporting cYcle

REPORT ON EFFECTIVENESS OF

report to e subsequent

AND GOVERNANCE

GEMENT

49s)
100. to effectiveness of internal controls, risk

management and

MICRO FINANCE
3OO4 OlE AND CKE

R RT CREDIT PROJECT (CREDIT NO. CKE

REPORT ON TI{ts.FIN
i: .,

hNctal sTATEMENTS

Basis fox, Qualified Opinion

101. Amount Withdrawn but Unclaimed

496) Part B of the Statement of Special (Designated) Account reconciliation for the Project

reflects Euros.3,643 ,675 or Kshs.419,678,486 at the then exchange rate of I Euro at

Kshs. I I 5.I 8 as withdrawn, but unclaimed as at 30 June, 201 9. This represents crrmulative

funds transfers to the local Project bank account but rvhose expenditure retltrns have not

been submittecl to The National Treasury by the close of the financial year. Furthermore,

the amoupt has not been reported nor disclosed irr the Project financial statements'

Conclusion
There were no material

Report on the Exuntinotiotl oftle Report ol'the -'luclitor-Generul ttn rhe

entlecl ilt Jtne )019

St u l e il rc n t s,fo r t l e .\' a t t o n o l G ot e n n e il .fo r t h e I e a r
Page 104
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Consequently. the accuracy and completeness of the financial statements cannot be
confirmed

Submission by the Accounting Officer
497) The Accounting Officer submitted that the it was true that by the tirne of audit part b of

the statement of special account reconciliation for the Project reflects Ksh.419,67g,4g6 as
withdrawn but unclaimed as at 30tl' June,20l9. These represents cumulative transfers to the
local Project Bank account. The expenditure returns were availed at the time of audits were
Iater availed for audit review.

Committee Observations and Findings
498) Statement of Special (Designated) Account reconciliation for the project reflects

Euros.3,643,675 or Kshs.419,678,486 at the then exchange rate of I Euro at Kshs.ll5.l8
as withdrawn, but unclaimed as at 30 June,20l9. These represpnts cumu.lative transfers to
the local Project Bank account. The explanation by the Accountinlwas satisfactory to both
the auditors and the Committee.

REPORT ON LAWFULNESS AND EFFE
RESOURCES

Basis for Conclusion

102. Failure to Close Project

499) As per Clause l0 of
2010 but the closing

S .iIN
.,I

USE OF PUBLIC

agreement, the Project was to close on 3l October,
xtended to 3l December,2014. However, the projecte

Management is
the Project is in

and submit the Project closure report. Consequently,
agreement with Agence Francaise Development (AFD) with

its continueftoperation a formal extension.
:.,

Submission rby."thc Accou nting Offi cer.u ,:,.,-.500) As per the clause l0 of the financing agreement, the project was to close on 3lst
".Oc1ober,201'0 but it was extended to 31st December, 2014. ft has taken sometime to close

the project but a consultant has been hired to facilitate the preparation of final audit report.

501) Committee observations and findings
As per the clause l0 of the financing agreement, the project was to close on 3 I st October, 2010
but it was extended to 3lst December,20l4. The National Treasury has hired a consultant to
facilitate the preparation of the final audit report

502) CommitteeRccommendation

ended iU Jrnre l0l9
tditor-General

Page 105

Repoil on tlrc Eraninatiort ofthe Report of the _.1 on the Firttrtttiol Statentents for tlrc .\'trtiotrttl Goternnpnt fot.the lectt.



t

t

Within three months of adoption of this report, the Accounting Officer should provide to

the Auditor-General a final audit closure report for the project. The Auditor-General to

undertake a reviery and report to the National Assembly in the subsequent audit

reporting cycle

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANACEMENT

AND GOVERNANCE

503) Conclusion
103. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

PROGRAMME FOR RURAL OUTREACH OF FINANCIAL INNOVATIONS AND

TECHNOLOGIES (PROFIT) (IFAD LOAN NO. 814-KE AND G-"RANT NO.

r2l8KE)

REPORT ON THE FINANCIAL STATEMENTS

504) UnqualifiedOPinion
104. There were no tnaterial issues noted

Project.

soP)

t06.

4,,rr.

auili,t.ofthe financial statements of the

REPORT ON
RESOURCES

LAWFULNESS S IN USE OF PUBLIC

505) Conclusion
105. There were no relating to lawfulness and effectiveness in use of

INTERNAL CONTROLS, RISK MANAGEMENT

public resources.

,1l,_

REPORT ON EFFEgTTVENESS OF

AND GOVtsRdIANCE

.eonclusion

There were no material issues relating to effectiveness of internal controls, risk

management and governance.

GLOBAL FUND PROGRAM _ TO REDUCE MORBIDITY AND MORTALITY

CAUSED BY MALARIA IN THE VAITIOUS EPIDEMIOLOGICAL ZONES BY

TWO THIRDS OF THE 2015 LEVEL BY 2O2O-GRANT AGREEMENT-KEN-M-

TNT NO.1546

RE,POI{T ON THE FINANCIAL STATEMENTS

Reporr on the Excrntnuliott of tlrc Report ttfrhe

encled j[/' Jme 2019

the Finctncitl Stuteilr'Ns .for lhe .\'alionul Got cntrnenl .for lhe I eor
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507)

107.
Unqualified Opinion

There were no material issues noted during the audit of the financial statements of
the Program.

Emphasis of Matter

108. Non-disclosures of Counterpart Funds
508) The statement of receipts and paynents for the year ended 30 June, 2019 indicates that,

as in the previotts year, no funds were received by the Program from the Government of
Kenya (GoK). However, Paragraph 6.3(2) of the Grant Agreement provides that the GoK
shall provide counterpart funding equivalent to 20Yo of the program,s aggregate
disbursements. With the Program's duration set to end in2020,all its expected outputs and
outcomes may not be attained if the GoK fails to contribute ,its portion of funding. My
opinion is not qualified in respect to this matter.

Submission by the Accounting Officer
509) The Accounting Officer submitted that the ancial year 201812019 the

budget for the Government of Kenya both old and new Malaria
Grants was budgeted under the new
item: 1076 -01- 2640503 - Ksh.280,

Fund - Malaria Grant: KEN-M

510) CommitteeObservations
During the financial year 201 for the Government of Kenya counterpart
funding for both old and new was budgeted under the new grant. Special Global
Fund - Malaria Grant -01- 2640503 - Ksh.280,000,000. The explanation

to both the auditors and the Committee.by the Accounting

REPORT ON,..LA
RESOURCES 

,";
:.

5ll) Conclusion

FUL

109. Thiire were no material issues relating to lawfulness and effectiveness in use of

w SS AND EFFECTIVENESS IN USE OF PUBLIC

public resources

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

5 l2) Conclusion
110. There were no material issues relating to effectiveness of internal controls. risk

rnanagement and governance.

Report on the Exrnrinatton oftle Report ofthe .-l St a t e n r e n t s -for t h e .\' a t t ottrr I G ot e rn n e n r fo r. t I rc l e tt r
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GLOBAL FUND PROGRAM - TO CONTRTBUTE TO ACHIEVING VISION 2O3O

THROUGH UNIVERSAL ACCESS TO COMPREHENSIVE HIV PREVENTION,

TREATMENT AND CARE PROJECT - GA NO. 1547

REPORT ON THE FINANCIAL STATEMENTS

Basis of Qualified Opinion

111. Non-Disclosure of Counterpart Contribution
5 13) The statement of receipts and payments does not disclose the counterpart funding from

The National Treasury. Further the Government of Kenya contribution for the financial

year and cumulatively cannot be established. The Project Management is in breach of

paragraph 5.1 of the Grant Agreement, which provides for a 15oZ counterpart contribution.

The Project Management is also in breach of Section 72($) of the. Public Finance

Management Act, 2012, which requires the National Government.to factor grants in the

budgets with counterpart Funds being appropriated in, acbordahce with the signed

agreement. Consequently, the accuracy and completeGi-s,of the'reported receipts balance

of Kshs.383,527,873 cannot be ascertained.
,-i
qJ'

Submission by the Accounting Officer
514) The Accounting Officer submitted

budget for the Government of
Aids Grants was budgeted

ring the financial year 2018/2019

funding for both old and new HIV and

Special Global Fund - HIV - AIDSS

the

grant.

GRANT KEN-H, item: 1 Ksh.1,679,271,881. This was because the old

grant closed on 3lst

Committee Observa
5 15) During the 2}l8l2}l9, the budget for the Government of Kenya

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

Basis for Conclusion

112. Failure to Update the Fixed Asset Register

516) Contrary to the provisions of Section 139(l) and Section 143(l) of the Public Finance

Managemelt (National Government) Regulations,20l5, the Project did not trpdate the

fixecl asset register by way of disclosures under sulttmary of fixed assets. The repor-ted

Report on the Etcmtinotiott <t[tlrc Report ofthe -luditor-General on tlte Finot

endetl .itl)' Jrrne )0 I 9

rc i o l St a t e il rc n$ .fo r t h e .\' ct t i on u l G or e uu t e tt .[o r l he l e a r

Page 1OB



balance ol' Kshs.4.920.000 relates to balances brought forward only despite the project
having spent Kshs.1.424.507 on the acquisition of non-financial assets during the year.

Submission by the Accounting Officer
517) It was true that there was no asset register for the assets procured during Fy 20 lgl21lg

of Program irnplementation. This was because procurement was being done by procuring
unit (entity) of the National Treasury. However, The National Treasury is in the process of
procuring the services ofa consultant to develop one for the project.

5l 8) Committee observations and Findings
i) The Committee observed that there were no proper records in temrs of an Asset register

listing all those assets, their location and the core details regarding thern;
ii) The Committee observed that there was no system of identification e.g. tagging/coding,

to cost, disposals, depreciation, accumulated depreciation, location of the asset of the
assets had been done, thus putting the assets at risk of getting lost through theft and
misplacement; And ,, ,

519) CommitteeRecommendation
Within three months of adoption of this

1;
nting Officer should provide to

the Auditor-General a verifiable progress ln ng assets register. The Auditor-
General to undertake a review and rep ational Assembly in the subsequent
audit reporting cycle

REPORT ON EFFECTIVENES CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

s20)

I 13.

Conclusion
There were no s relating to effectiveness of internal controls, risk
manasement and

,. i'-.

GLOBAL FUND.,PROGRAM - TO STEER THE COUNTRY TOWARDS
ACHIEVEME,NT OF TB MILLENNIUM DEVBLOPMENT GOALS IN LINB
WITH TIItr GLOBAL STOP TB STRATEGY (GRANT NO. KEN-T-TNT)

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

ll4. Non-Disclosure of Counterpart Contribution

521) The statement of receipts and payments does not clisclose the counterpart funding fr.om
The National 'freasttrl'. Further the Governnrent of Kenya contribgtiop for the fl,ancial

Report on tlrc L.xctnination of the Reporr qf'tlrc .ltditor-Genercrl on rlte Stotenrcnts.[or tlte .\.oti(ilytl Goycrnntent for the lettr
encled )tli' Jute )019 Page 109



I
year ancl culnLllativcl)' catlnot bc cstablishcd. l'he Prograrn Manageltretlt is in breach of

paragraph 5.1 of the Grant Agreernent which provides lbr a l5%o counterpaft contribLttiou'

The Program is also in brcach ol-Section 72 (6) of the Public Irinance Management Act'

2012, which requires thc National Government to factor grants in the budgets r'r'ith

counterpart Funds being appropriated in accordance with the signed agreement'

Consequently, the accLlracy and conrpleteness of the reported receipts balance of

Kshs.883.2 56,532 cannot be ascertained'

Submission by the Accounting Officer
522) The Accounting officer submitted that during the financial year 201812019 the

budget for the Governtnent of Kenya counterpaft funding fbr both old and nerv TB

Grants was budgeted uncler the new grant. Special Global Ftrnd - TB GRANT KEN-T,

item: l07g -01 -2640503 Ksh.280million. This was because the old grant closed on 3lst

December,20l8.

523) Committee Observations and Findings

l'he Committee rnarked the rnatter as resolved

115

524

Submission by the Accounting Officer

525) The Accounting Officer subrnitted that it was true that there were some delays in

construction of warehouse due to delay in procurement by KEMSA.

s26) Committee Observations and Findings

The Program management enterecl into a contract for constructiotl ol'a flammable goods

store warehouse and an office block with an expected complction period of fifty-two

*,eeks and one hr"rndred and thirty (130) weeks respectively'By the end of fifty-two

(52) weeks, the cotrstrttction of the rvarehottse rvas not coruplete artd the project period

rvas exteuded to l2 September 2019.

i)

ii) A physical verification carriecl out on 9 September 201 9 indicatcd a project completiott

status of approxiniatell, 50% cven though the stattts report o1'Atrgust 2019 indicated

Raport oil tle L\otntnlliott ql tlw llepot t rtl tltt' 1

Lnded )(f .lutte )0lt)

tditor -C atrc ru I on tht ['-inuncitt I St(ttcntcnts litr tlrc .\urtrnul Got tt ttnrcnl ./br tlrc l eur
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59% completion. The progranl managernent has set a ne\v estimated completion date
of March 2020. which is double the initial estimated period of completiol.

527) CommitteeRecommendation
1) Within three months of adoption of this report, the Accounting Officer should provicle

to thc Auditor-General a verifiable progress on construction of a flammable goods
store warehouse and an office block for KEMSA.

2) The Auditor-General to undertake a special audit on the construction of a flammable
goods store rvarehouse and an office block for KEMSA and report to the National
Assembly in the subsequent audit reporting cycle

116. Failure to Maintain Fixed Asset Register

528) Contrary to the provisions of Section 139(l) and Section 143(l) of the'public Finance
Management Q''trational Government) Regulations,20l5, {he Program did not maintain a
fixed asset register and also did not disclose the balances in the,financial statements under
the summary of fixed assets section. This is despite ttrtiita:tertieniof receipt, unJ puyrn"nt,
indicating cumulative expenditure on nonfinancjal assetsoi rshs.zzg,695,g72 as of 30
June, 2019. To this extent, the program Manag€'ffrent is in breach of law.

Submission by the Accounting Officer
529) The Accounting Officer true that there was no asset register for

implementation. This was because
of the National Treasury. However,

the assets procured during Fy
procurement was being done
The National Treasury is

one for the project
s of procuring the services of a consultant to develop

530) The matter is to be kept in view and reviewed in subsequent audit when
the consultanry s effective

s3r) Committee cibservations and Findings
The Csmmittee observed that there were no proper records in terms of an Asset register
listing all those assets, their location and the core details regarding them;
The Committee observed that there was no system of identification e.g. tagging/coding,
to cost, disposals, depreciatiort, accumulated depreciation, location of the asset of the
assets had been done, thus putting the assets at risk of getting lost through theft and
misplacernent.

ii)

532) Committee Recommendation
Within three months of adoption of this rcport, the Accounting Officer should providc to
the Auditor-General a verifiablc progrcss on maintaining assets register. The Auditor-

l?cport on tlrc Eytninatiott oftlrc Report oftltt
cnlecl )0' .lune l0l9

unit (entity)

i)

tle \utional Got ernntent for the l ear
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General to unclertake a reviet, ancl report to the National Assembly in the subsequent

audit reporting cycle.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

533)

tt7.
Conclusion

There were no material issues relating to effectiveness of internal controls, risk

management and governance.

ADDITIONAL FINANCING FOR THE INFRASTRUCTURE FINANCE AND

PUBLIC PRIVATE PARTNERSHIP PROJECT - IDA CREDIT NO. 6121-KE

REPORT ON THE FINANCIAL STATEMENTS

Unqualified Opinion
There were no material issues noted during the audit of the financial statements of

the Project.

s34)
I 18.

Emphasis of Matter

119. Underutilization of Budgeted

535) The comparative statement

actual on comparable basis

in an under-expenditure

expenditure to: -

S r
procurement used;

actual amounts reflects approved budget and

000 and Kshs.1,7l 1,170 respectively resulting

8,830 or 97o/o.The management attributed the under

of capacity building consultants to revieu' the

ate Partnership (PPP) trainers for provision ofii. Non--availability,of Public Pri

the caiiacity building services; and

Delays in finalization of contract for disbursement linked verifications.

536) Because of the delay in implementing the planned activities, the Project under-absorbed

the budget. Further, the Project special account rnaintained at the Central Bank of Kenya

(CBK) reflects an opening bank account balance of EUR 10,000,000 with an amount of

EUR 310,000 having been withdrawn during the year leaving a closing balance as at year

end of EUR 9,690,000 as unutilized.

Submission by the Accounting Officcr
537) The Accounting Officer submitted that it \\,as true that the comparable statement of

buclget and actual reflects approved budget and actLlal ol1 cotnparable basis of

Ksh.50.000.000 ancl Ksh.1.7l 1.170 respectively resulting to ltnder expenditttre of

Rcport on the Exonintrtiott ql tle Report o/ tlr -lrulitor-Ccnerol on rlta f:

ended )0 June )0l9

inttncittl Stutenlatrts .[or tlp .\'ttlittnal Got erttnert for the |cor
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Ksh.48.288.830 or 97%o. Further the Project special account at Central Bank reflecrs an
opening bank account balance of EUR 10,000,000 with an amount of EUR3 10,000 having
been withdrawn leaving a balance of EUR9,690.000 as unlrtilized. This was a new project
that was introduced irr Supplementary Estimates no 2. The Supplernentary Estimates were
approved very late in June causing low utilization of funds.

538) Committee observations and Findings
This new project was introduced in Supplernentary Estirnates No. 2 of FY ZOl8lZOl9 approved
very late in June 2019 causing low utilization of funds.

539) CommitteeRecommendation
The Cabinet Secretary for the National Treasury should ensure that no supplementary
budget estimates is submitted to Parliament later than two months before the close of the
financial ycar. Further the Committee reiterates its proposal to am6nd Section 44 of the
PFM Act, 2012 to provide that supplementary budget estimates is submitted to
Parliament not later than two months (60) days before the close of the financial year

REPORT ON LAWFULNESS AND
RESOURCES

EFFECTI"V€NESS ."IN
,.1

,il

.r41,

USE OF PUBLIC

s40)
t20.

Conclusion
There were no material issues

public resources

REPORT ON EFFECTIV
AND OVERALL GOVER

s and effectiveness in use of

o RNAL CONTROLS, RISK MANAGEMENT

/*t'e
"{'. i

aBasis for Conclusion

l2l. Lack of Intdrnal Audit Services
541) Contrary to the provisions of Section 16 of the Project Appraisal Document that

requires the Project hnplementation Unit to be audited by internal auditors seconded by
The National Treasury, the Project was not subjected to an internal audit review during the
year under review. To this extent, the Project is not in cornpliance with the signed financing
agreement.

Submission b1, the Accounting Officer
542) The Accounting Officer submitted that it was true that during the year under review.

that projects had not been reviewed by the National Treasury's internal audit firnction.
National Treasttry had a serious shortage of audit staff and this that affected a number of
activities incltrding projects. Iiowever. nrore stafl'nere recruited after the approval by the

Report on the Exantinution o.[tlrc Report oftlrc .ltlitor-Generul orr the Fituncial Stotenpnt.s .[or the .\'atiottal Got entnent /itr tlrc ]'eur
ended i(/ .ltrne )019 Page 113
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2

Public Service Cornmission and projects including Financial Sector Support Project were

assigned auditors.

543) Committee Observations and Findings

i) The Committee observed that although the intem audit function was established later, the

Accounting Officer was in breach of Section 73 of the Public Finance Management Act,

2012 at the time of audit; and

ii)The Committee further observed that monitoring and review of the effectiveness of the

internalaudit process, review of internalcontrols, risk management systems and financial

statements has not taken place in the absence of internal audit service.

544) Committee Recommendation

Within three months of adoption of this report, the Accounting Officer should provide to

the Auditor-General a verifiable internal control system for- fhe funds. The Auditor-

General undertake a review and report to the National Assem.ply in the subsequent audit

reporting cycle.

GLOBAL FTJND PROGRAM- EXPANDING
TREATMENT SERVICES TO REACH
TO REDUCE BOTH INCIDENCE
(GRANT NO. KEN-H-TNT

REPORT ON THE FINANCIAL

Basis for Qualified Opin

122. Non-Disclosure
545) The statement

Kenya cQntribut i6ir for the

TED IMPACT PROJECT

Ileport on the EYtnineliotl ofthe Report o/'the .ltrditor'Genetal ott tle

eruletl 3fl' Jrne 20 l9

rt Contribution
and payments does not disclose the counterpart funding from

onsequently, the accuracy and completeness of the reported

926,315,501 cannot be ascertained. Further, the Government of

financial year and cumulativelY

[' i no nc i a I St q I e t n e nt s .[ot t h e .\'tt t i o n o I G ot e r n t n e nt .[or t I rc l.e a r
Peoe 1!4

Subuis-sio-n by the Accounting Officer
546) 'During the financial year 20l8l2}l9 the budget for the Government of Kenya

counterpart funding for both old and new HIV and Aids Grants was budgeted under the

new grant. Special Clobal Fund - HIV - AIDSS GRANT KEN-H, item: 1077 -01- 2640503

Ksh.1,679,271,881. This was because the old grant closed on 3l't December,2018.

547) Committee Observations and Findings

The Committee marked the matter as resolved



REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Basis for Conclusion
123. Failure to Update the Fixed Asset Ilegister
548) Contrary to the provisions of Section 139(l) and Section 143(l) of the public Finance

Management (National Government) Regulations, 2015, the Management of the program
did not update the Fixed Asset Register. The summary of fixed assets under Annex 3 to the
financial statements reflects a balance of Kshs.4,923,645 brought forward from the
previous year. However, the statement of receipts and payrnents reflects an expenditure of
Kshs. l9 1,377,450 on nonfinancial assets incurred during the year under review. The assets
acquired during the year are, therefore, not reflected in the summary of fixed assets. To this
extent, the Management of the program is in breach of law.

Submission by the Accounting Officer
549) The Accounting Officer submitted t

the assets procured during Fy ZOIS/ZO

hat it was true that,there was no asset register for.t

t9

lated depreciation, location of the asset of the assets
at risk of getting lost through theft and misplacement;

procurement was being done by procuring
The National Treasury is in the process of
one for the project

550) Committee Observations and
i) The Committee observed that proper records in terms of an Asset register

listing all those assets, their core details regarding them;
ii) The Committee observed no system of identification e.g. tagging/coding, to

cost, disposals, deprec

had been done,

And

551) CommittdeRecbmmendation
Within thre.e'm.olths of adoption of this report, the Accounting Officer should provide to
the Auditor-G'eneral a verifiable progress on maintaining assets register. The Auditor-
General to undertake a review and report to the National Assembly in the subscquent
audit reporting cycle

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANACEMENT
AND GOVERNANCE

552) Conclusion
124. l-here were lto ntaterial issues relating to effectiveness of internal controls. risk
management and governance.

Ileport on the Exantination of tlrc Report of the _ltdiror-Oenercrl f inonciol Slotentents .for the .\'cttionul Got erntnenr for tle I eur.

I
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OTHER DONOR FUNDED PROJECT IN{PLEMENTED BY AGENCIES UNDER

TIIE NATIONAL TII.EASUIIY

EASTERN AFIIICA REGIONAL TRANSPOIIT, TRADE AND DEVELOPMENT

FACILITATION PROJECT (IDA CREDIT NO. s638-KE) - KENYA REVENUE

AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

125. Non-Compliance rvith the Rcporting Templatc

553) The financial statements presented for audit did not comply with the annual reports and

financial staterrents reporting template for Projects prescribed by the Public Sector

Accounting Standards Board o1'Kenya. The financial staternents did not include Part 3 -
.,report of the independent auditors, PartT - "statement of comparative budget and actual

amounts", Part 9 - "other irnportant disclosures" and Part l0 -"progress on follow up of

auditor recommendations". Further, Annex I -variance explanatiotl on comparative budget

and actual amounts, Annex 2 - analysis of pending bills, Annex 3 - summary of fixed assets

register and other appendices specified in thq,reporting template were also not included. In

the circumstances, the financial statements".{o"ngt cornply with International Public Sector

Accounting Standards -I on presentatioh".o,:f fiuancial statements.

tt * 1'

Submission by the Accounting o'ifi"&i ""''"
554) The Accounting Offiqei Subrnitted that it was true the financial statements of Eastern

African RegionatTransp<itt;lride.ana developrnent facilitation project have been prepared

on IpSAS Cash - UaSiihs per thii advice of the Public Sector Accounting Standards Board

Kenya Gazelte Notice;:tto 5440 of 8 August 2014. There has been no revision to the project-

reporting standard but this will be done from FIY 2019/2020'

s5 5) Comnrittee observations and findings

The Financial staten'lents of Eastern African Regional Transpotl, trade and

development facilitation project have been prepared on IPSAS Cash - basis as per the

advice of the Public Sector Accounting Standards Board Kenya Gazette Notice no 5440

of August 8,2014.
The financial statements dicl not include report of tlie indepe ndent auditors, statement

of comparative budget and actual arnounts, other impollant disclosttres and progrcss

orrfollow up of auditol'recolnmendation. Further, the annexes did not include variance

explanation or.r corrparative buclget ancl actr"ral alnolll'lts. analysis of pending bills-

sumnlary ol' frxed elssets register and other appendices specifiecl in the reporting

template.

i)

ii)

rhc l'rtttrttttttl .\t0lenItNs /br the \.uttrttnl Gttttrttntent.lir the leur

Page 116
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556) CommitteeRecommendation
The Accounting Officer should ensure that the project keeps up-to-date and reconciled
financial and accounting records that comply rvith provisions of Section 6g(2) of the pFM
Act2012

REPORT ON LAWFULNESS AND EFFECTIVENESS
RESOURCES

IN USE OF PUBLIC

.'4

557) Conclusion
126. There were no material issues relating to lawfulness and effectiveness in
resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS,
AND GOVERNANCE

5s8)
127.

Conclusion
There were no material issues relating to
management and governance.

EQUALTSATION FUNI)

REPORT ON THE FINANCTAL STA

Basis for Qualified Opinion

128. Cash and Bank
559) As disclosed

liabilities reflects a
However, xm

controls, risk

to the financial statements, the statement of assets and
of Kshs.2,283,426,949 under cash and cash equivalents.
frnancial statements discloses cash and bank balances of

Kshs.3,759, 18-Kshs.5,061,282,195) held by implementing institutions that
were 30 June, 2019. However, the status and value of implemented projects
as l9 is not disclosed in the Notes to the financial statements, contrary to the

preparing Fund accounts. consequently, Management did not adhere to the
framework.

by the Accounting Officer
The Accounting Officer submitted that under note 3 ofthe Financial statements the cash

and cash equivalent of Kshs.2,283,426,949.00 reflect the amount held in the main Fund
account and the Fund secretariat, however, in the note XIII we included bank balances held
by respective Equalization Fund implementing agencies for disclosure purpose.

561) Committee observations and lindings

Report on the Eranilnation ofthe Report olthe for the )'ational Gotemnrenrfor the l'ear
ended 3(/t' June 20t9

AuditorGeneral on the Financial Statenents
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The status and value of irnplernented projects as at 30 June.20l9 is not disclosed in the Notes

to the financial statements. contrary to the provisions for preparing Fund accounts

562) Committee Recommendation

Within three months of adoption of this report, the Accounting Officer should provide to

the Auditor-General the status and value of all the projects implemented under the

Equalization Fund from inception to date. The Auditor-General to undertake a revierv

and report to the National Assembly in the subsequent audit reporting cycle

Emphasis of Matter

129. Low Absorption of Funds and slow Implementation of Projects

563) The Equalization Fund Information and Management Report indicates Fund

entitlement of Kshs.32,555,888,665 over the last seven (7) yeats (20lll2El2 -201712018)

based on O.5oh of most recent audited and approvpd revenues' I{owever, only

5

Departments and Agencies (MDAs) to the beneficiary Counties. However,

only Kshs.6,479,068,908 ot 64Yo o amount had been spent as 30 June, 2019

expenditure translates to only 20o/o of the

entitled appropriation 32,555,888,66 despite seven (7) of the

maximum period of
20rv2012.

existence post the first disbursement to the Fund in

565) This is indicati funding and absorption which could slow down the

visits to sample project implementation sites

had stalled due to huge pending bills despite

59,753,043 in their respective bank accounts

nd secretariat.

566) From the foregoing, the Fund may not realize its intended objectives of providing basic

services to the marginalized areas to achieve equality and equity in the provision of basic

services with other regions.

Submission by the Accounting Officer

567) The Accounting Officer submitted that as reported in the Financial Statement- an

amount of Kshs.2,466,411,814.45 u,as released dr.rring the financial year 201812019. The

lor,v levels of disbursement were due to lorv level of absorption by the projects

irnplementers. lt shogld be noted that disbursements of funds for the projects is triggered

leaving out a balance of Kshs.3,

Report on the Esantinaltrttt o.f the Report o.[ thc .1

entled i0" Jwe )019

Statenrcnts -[or tlte .\'ttltttnol Got'ernntent .for the l'eor
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by the requests fi.om MDAs
level of disburserlents.

Therefore. the absence of request fi-om MDAs led to lorv

568) Committee Observations and findings
i) The Equalization Fund entitlement is approximately Kshs.32,555,888.665 over the last

seven (7) years (20lll20l2 - 2017/2018) based on 0.5o/o of most recent audited and
approved revenues.

ii) The total appropriation for the Fund as at FY 2018/19 was only Kshs. 12,400,000,000
out of which only an amount of Kshs.10,116,573,051 to the implernenting the MDAs
to fund projects in the beneficiary counties. However, only Kshs.6,479,06g,90g or
64%o of the disbursed amount had been spent as 30 June,20l9 leaving out a balance
of Kshs.3,6 37,504,1 43.

569) Committee Recommendation
The National Treasury work closely with the now constituted ,Equalization Fund
Board to ensure timely appropriation and release of thg Fiind's entitlement for
without any further delay. r; 

1 ': 11 ..,

ll'REPORT ON LAWFULNESS AND
RESOURCES

Basis for Conclusion
130. Project Implementation
570) Sixty-three (63) projects

S IN USE OF PUBLIC

.[or t I rc .\' a t i o n o I G ot e t. n r ne n t.[o r t h e ). e cr r
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f the fourteen (1a) implementing Counties were
sarnpled for physical The total budget allocation for the projects was
Kshs.1,808,349,807 revealed that the projects being implemented by
various agencies d levels of completion as detailed below;

* Projects \\,ere ),et to start

Repot t <tn tlrc Exanination ofthc Report

enclecl )O" Jtrne )019

Project
Status

Disbursed

Sector Project
Count

Complete Incomplete Amount
(Kshs.)

Education. 4 1 3* 63,000,000
Energy I 1,000,000

and IIrr gation 23 r6 7 890,410,409
Project Status Disbursed

Sector Project

Count
Complete Incomplete Amount (Kshs.)

Health t2 J 9 265,290,962
Roads Z) r6 7 588,659.627
Total 63 1a

26 1.808.349.807

ofthe .ltdttor-Aeneral <m tlrc Finun<.ial Stutenrc nts



l--roui the foregoing, it is not clear if and u'hen the nine (9) Counties u'ilI realize valrte for

money from the twenty-six (26) incornplete projects as at 30 June, 2019.

Submission by the Accounting Officer
571) The Accounting Officer submitted that it was true that the report on the project

implementation was not included in the Equalization Fund financial statement since the

project implementation report is prepared by the Equalization Fund implementing agencies-

572) Committee observations and findings
The report on the project implementation was not included in the Equalization Fund

financial statement

573) CommitteeRecommendation
The National Treasury work closely with the now constituted Equalization Fund

Board to ensure timely appropriation and release of the Fund's entitlement for

without any further delay.

REPORT ON EFFECTIVENESS OF INTERNAL qONTROLS; RISK MANAGEMENT

AND GOVERNANCE
i''l-1ts

Basis for Conclusion

131. Fund Governance W
574) The Administrator also the Secretary to the Board with theof

responsibilities of p meetings, keeping records of the proceedings of the

meetings, and duties as the Board may direct. During the year under

revlew, no ev having met in form of Board minutes were availed for

audit review. F administrative activities budget of Kshs.122,248,900

remained uqurtilized as at
'30 Jure 2019. Consequently, oversight over the activities of the

Fund may be
linadeqirate and ineffective.

575) 'Committee Observation and Findings

The legal and institutional governance for the Fund has been a litigation issue for but it has

now been resolved and a Board constituted. The examination of the Fund accounts is now

under the mandate of the Special Funds Accounts Committee (SFAC) as per Standing Order

No 2054. of the National Assembly Standing Orders, 5th Edition.

CONTINGENCIES FUNI)

REPORT ON TI-IE FINANCIAL STATEMENTS

516) UnqualifiedOpinion

Ilepul on the l:vnninution o.f tlrc Report of the .luditor-Gen':tul on the

encled )t"i 1,1ns )ll l9

[:inoncirrI Sl(]Ienents .for the .\'ati<tnuI Got cntntett .[or the l.eur
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132. There were no material issues noted during the audit ofthe financial statements of the
Fund.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

577) Conclusion
133. There were no material issues relating to lawfulness and effectiveness in use

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK
AND GOVERNANCE

''v. '! '',
's.:

578) Conclusion
134. There were no material issues relating to

management and governance.
controls, risk

PETROLETJM DEVELOPMENT LEVY ACCOTJNT

REPORT ON THE FINANCIAL STA

579) UnqualifiedOpinion
135. There were no material ng the audit of the financial statements of

the Fund.

REPORT ON LA
RESOURCES

EFFECTIVENESS IN USE OF PUBLIC

580)

136. issues relating to lawfulness and effectiveness in use of
lc s.

ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
ANCE

) Conclusion
137. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

RAILWAY DEVELOPMENT LEVY FUND HOLDING ACCOIJNT

Report on the Exaninatiott qfthe Report olrhe the |ational Gotemmentlor the l'ear
ended iOL June 2019

.lrtditor-General on the Financial Statentents.for
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REPORT ON TI{E FINANCIAL STATEMENTS

Basis for Qualified Opinion

138. Discrepancies in Reported Receipts

582) The statement of receipts and payments reflects total receipts of

Kshs.21,613,544,290;(2018 - Kshs.20,693,095,047) and as disclosed under Note 10.2 to

the financial statements. This differs with the total receipts as per the summary of budget

versus actual performance figure of Kshs.5,815,007,463 resulting in an unexplained and

unreconciled variance of Kshs.15,798,536,827. Consequently, the accuracy of the

reported receipts of Kshs.S,815,007,463 in the summary of budget versus actual

performance cannot be confirmed.

Submission by the Accounting Officer
583) The Accounting Officer submitted that it was

payments reflects total receipts of Kshs.2l ,673,544,2

as disclosed under Note 10.2 to the

Kshs.21,613,544,290 agrees with the total as

actual performance. The accuracy of the

be confirmed by all the revenue that

analysis was availed for perusal by

584) Committee o

true that statement of receipts and
qoif zO it* Kshs.20,693,095,047) and

The total figure ofstatements.
1F

pernthe sum

The Committee observed

mary of budget versus

of Kshs.2 l, 613,5 44,290.00 can

the Fund holding account. A coPY of

iliation attached do not explain the variance of

report, the Accounting Officer should prepare

a new financial statement with reconciliation

Kshs. 15,798,5 36.

585) Committee tion

Within three nlonths
,.r,r,1.:

of of this

and resubmit to r{he Auditor-General
explaining tlie variance of Kshs.15,798,536.The Auditor-General to undertake a review

and repbrt to the National Assembly in the subscquent audit reporting cycle

139. Budget Over Expenditure
586) The summary of budget versus actual perfonnance reflects an approved budget and

actual expenditure of Kshs.24,718,591,835 and Kshs.31,999,674,958 resulting in an over

expenditure of Kshs.7,281,083,123 or 29.5Yo of the budget. This is indicative of

unauthorized spending and failure to adhere to the set budgetary controls. Managetnent has

not rendered satisfactory explarrations for the spending without authorization.

Submission by the Accounting Officer

Re2tort on the Evttninuliott o.[the Report o-tthe .lnditor-Gettertl on tlte Finut

,,rr1r4 ;1yt, 111ne )o I 9
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rdge !z/



587) The Accounting Officer subnritted that it \\,as true that the slrmmary of budget versus
actual perforrnance reflects an approved budget and actual expenditure of
Kshs.24.7l 8.591,835 and Kshs.3 1.999,674,958 resulting in an over expenditure of
Kshs.7,281,083,123 or29.5% of the budget. Please note that the budget is usually under
Transport and transfers were made based on the requests submitted by State Depaftment of
Transport on approval by the Advisory Committee.

588) Committee Observations and Findings
i) The summary of budget versus actual performance reflects an approved budget apd actual

expenditure of Kshs.24,718,591,835 and Kshs.3l,999,674,95g resulting in an over
expenditure of Kshs.7,28 1,083, I 23

ii) The Comrnittee further observed that the response provided by the Accounting Officer does
explain reasons for disbursement to State Department of transport an amount exceeding its
budget as approved by Parliament.

iii) The examinarion of the Fund
Accounts Committee (SFAC)
Standing Orders, 5th Edition.

REPORT ON EFFECTIVENESS

accounts is now under the mandate of the Special Funds
as per Standing Order No 20.5,4iof the National Assembly

S, RISK MANAGEMENT
AND GOVERNANCE

589) Conclusion
l4l. There were no material to effectiveness of internal controls, risk
management and governance.

OF INTERN
1&1

RURAL ENTERPRISE

REPORT ON THE F STATEMENTS
1t

:.4;t 
_

Basis for Adverse,,Opinion
:''i.rr.

142. Unbank'bd Cash
590) As diselosed under Note I to the financial statements, the statement of assets and

liabilities reflects bank balances totaling Kshs.3,348,895 which relates to balances brought
forward from 2012/2013 and prior years. The balances comprise cash with District
Commissioners on account of loans repaid, interest on loans and balances helcl in
rniscellaneous deposit accounts amounting to Kshs.l,g5l,g2l. Kshs.l0g,g40 and
Kshs. 1,288,135 respectively. However, evidence to conl'rnn actual existence of the balance
of Kshs.3,348,895 u'as not provided. Further, the balance of Kshs.l,g51,g2l relating to
District Commissioners (Loans Repaid) included aclvances amounting to Kshs.207 .344 in
form of IOUs issued frorn the Fund to flve (5) officers rvorking at the District
Conrnlissioner's Office. Kisumu in 199111998. The IOUs had not been surrenderecl as at

!

Repot t on tlp Extnrinotiott oftlrc Report oftlv
errlcd 3O" Jtute 2019

Slatcnrent.s.[or the .\'atiottel Got ernnent.for t he ) ettr

P:oo 1 ??
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30 June, 2019. In the circumstances, the accurac)' and validity of the reported bank

balances of Kshs.3,348,895 could not be confirtned.

Submission by the Accounting Officer
591) The Accounting Officer submitted that this was a dormant fund and it was in the process

of being wound up. The National Treasury established a Taskforce on winding up of

Dormant Funds including Rural Enterprise Fund. The National Treasury sought and got

legal opinion and recommendations from the Attorney General vide his leffer

Ref.AG/CONF/6/E/170 VOL II(5) of lTthMav 2019.

5g2) A cabinet Memorandum on winding of the fund vide letter Ref. No. MOF/AC|3\5C

Vol.2 (172) of l0th September 2019 was forwarded to the Attorney Generaland in reply

vide his letter Ref. AG/LDDllgg/l/81 OF lgth November 2019 he advised that draft

revocation orders be prepared on the fund. The revocation order 20710 was done and

submitted to the cabinet for consideration and approval.

no. CAB/GEN.3/'Ill VOL.XVIy(1 8) dated

A order ofthe Fund.

The Orders were forwarded to s Office vide letter REF

AG.MOF/AC/305C VOL. 2 (213) dated 2l for onward transmission to the

National Assembly. With the ing up, the issues raised by the Auditor

under Para 157 to Para 142 will be

594) Committee Observa

593) The Head of Public service vide letter ref

2nd March 2021 communicated The Cabinet

The Committee observed

Fund.

is awaiting National Assembly approval to wind up the

Within three months
," 

':. .

the revocation ordgr
undertakc A.'review

reportiirg cytle

595) Committee tion
of of this report, the Accounting Officer should follow up

ahd provide status to the Auditor-General. The Auditor-General to

and report to the National Assembly in the subsequent audit

143. Unreconciled Balances

596) As was reported in the previous year, the statement of assets and liabilities for deposits

as at 30 June,20l3 reflected a debit balance of Kslis.1,828,388 in respect of the Fund while

the Fgnd account for the sanle year reflected a balance of Kshs.397 ,908,774. The significant

difference of Kshs.396,080,387 between the two sets of records had not been reconciled or

explained as at 30 June,2019.

Submission by the Accounting Officer

tlteReport on the Excrrtttttcttiott of the Repon ofrht.ltditor-Getrrul on

ended j{1" Jtrne )0 l9
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597) The Accounting officer submitted the Funds Statements reflects unbanked cash
balance totaling Kshs.3.348.895/- brought forrvard from F/y 2012/2013 and earlier years
which is made up of balances of Kshs.l ,g5r,920.60, Kshs. r 0g.g39.70, and
Kshs.1,288,134.70 against Account Receivables-Loanee's, cash with D.c. (Loans
Repaid), Cash with D.C. (lnterest on Loans) and Cash in the DC'S Miscellaneous Deposit
Account respectively. AIso included is an amount of Kshs.2o7,3o4/- in form of IoU,s
issued to five officers working at the District Commissioners office Kisumu in F/y
1997/1998 and rvhich had not been surrendered as at 3Oth June 2014. Also the Fund..
financial statement as at 30 June 2019 presented for audit continue to reflect a total amountof Kshs.397,908,774.30 under financiar assets made Lrp of barances of
Kshs.394,559,879.30, Kshs.l,95l,g2o.60, Kshs.l0g,g39.70, and Kshs.l,2gg, 134.70
respectively

598) Committee Observations and Findings
The Comn'rittee observed that the matter is awaiting National Assembly approval to wind up the
Fund.

599) Committee Recommendation i 
..,r 

I'
n'
irting Officer should follow up

Within three months of adoption of this repo Accou
the revocation order and provide status to eral. The Auditor-General to
undertake a review and report to Assembly in the subsequent audit
reporting cycle

144. Winding Up of the Fund
600) As was reported in the statement of assets and liabilities for deposits

as at 30 June,20l3 re of Kshs.1,828,388 in respect of the Fund while
the Fund account reflected a balance of Kshs.397,g0g,774.The significant
difference of Kshs.3 7 between the two sets of records had not been reconciled or
explained as at 30 June, 0r9

Sub mission,by, .th9 i\ccou nting Offi cer
601) The Accounting officer submitted that the NationalTreasury has not yet closed Funds

Booksof Account despite the winding up of the Fund vide Legal Notice No.97 dated l4rh
September 2012 and has continued to prepare and submit the Funds Financial Statements
for audit.

602) This is a dormant fund and it is in the process of being wound up. The National Treasury
established a Taskforce on winding up of Dormant Funds including Rural Enterprise Fr.rnd.
The National Treastrry sought and got legal opinion and recomrnendations fi.om the
Attorney General vide his letter Ref.AG/coNF/6/Elt70 vol II (5) of I 7th Mav 201g.

Repon on tlrc flxontinotion oftlrc Report oftlrc
endel )tl'' Jtne )019

for tlrc .\'utional Cot.ernnent /br the l ectr
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603) A cabinet Mernorandum on rvinding of the fund vide letter Ref. No' MOF/AC/305C

Vol. 2 (172) of lOth Septernber 20 I 9 was forwarded to the Attorney General and in reply

vide his letter Ref. AGILDD/lgglllll OF lgth November 2019 he advised that draft

revocation orders be prepared on the fund. The revocation order 2020 was done and

submitted to the cabinet for consideration and approval'

604) The Head of Public service vide letter ref no. CAB/GEN.3/l/l VOL.XVII(18) dated

2nd March 2021 communicated The Cabinet Approval for revocation order of the Fund.

The Orders were forwarded to Attorney General's Office vide letter REF

AG.MOF/AC/305C VOL.2 (213) dated 12 April, 2021 for onward transmission to the

National Assembly.

Fund r.{'

607) Committee Recommendation

Within three months of adoption of this Accounting Officer should follow up

the revocation order and provide ditor-General. The Auditor-General to

undertake a review

reporting cycle

and repo rt al Assembly in the subsequent audit

REPORT ON LAWFUL TIVENESS IN USE OF PUBLIC RESOURCES

605) With the conclusion of the winding up, the issues raised by the Auditor under Para 157

to Para 143 will be fully addressed.

606) Committee Observations and Findings *i , 
"The Committee observed that the matter is awaiting i.latioiial ASseinbly approval to wind up the

608) Basis for C
145. There no issues relating to effectiveness of internal controls, risk

management
;i .,,

STATE PFB,ICEITS AND PUBLIC OFFICERS MOTOR CAR LOAN SCHEME

FUND

REPORT ON THE FINANCIAL STATEMENTS

609) UnqualifiedOpinion
146. There were no rnaterial issues noted during the audit of the financial statements

ofthe Fund.

147. Failure to Opcrationalize the Fund

Report on the Evtninciliott ofthe Report ofthe .lditor-General on llte

ended iohJune l0l9

FinoncictI Stcttenrnts.for the .\'ationa| Goternnteil.lbr tIe Yeor
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610) Scction 4(a) and (b) of the Public Finance Management (National Government)
Regulations - 2015, provides for the object and purpose of the Fund as provision of car loans
facility to State and Public officers of the National Governrnent. Contrary to the provisions,
the Furrd Management has not undertaken the requisite activities since inception in 2015 to
operationalize the Fund. Consequently, the Fund's allocation totaling Kshs.3,g47.507,7g0
as at 30 June.20l9 continues to rernain idle. Although managernent has indicated having
commenced processing of loan applications, only four (4) requests valued at
Kshs.17,320.000 had been processed but remained undisbursed as at 30 June,20l9. The
Fund is therefore, in breach of law and is not fulfilling the mandate for which it was
established.

Submission by the Accounting Officer
6ll) The Accounting Officer submitted that the State Officers and public Officers Motor

612) It took some time to establish an Ad B to run the fund and to procure the
financial institution to manage the funds advisory Board is cunently in office
and Kenya Commercial Bank was anage the Car Loan Scheme vide authority
letter Ref. AG.3/88/lVol.2tl ( 2018

613) The advisory Board a pilot scheme targeting 50 applicants and eighteen
(18) officers applied for Kshs.48,534,586/-. The applications were received,
verified and the
As at 3lst March

and eventually forwarded to Kenya CommerciatBank.
received 6l applications totaling Kshs.l 37,622,300/-

and has beenable to
, f ),

!\

and disbursed 49 applications totaling Kshs.I I 1,661,g00/_

614) Comrhittee Observations and findings
i) The Comniittee strongly reprimands the Accounting officer for failure to irnplement the

House resolution on the Fund as per the pAC report for the Fy 20 1612017.
ii)There is low disbursement of the Fund. As at 3l't March 2021 the scherne received 6l

applications totaling Kshs.l37,622,300l- and has been able to approve and disbursed 49
applications totaling Kshs. l I 1,66 1,800/-

615) CommitteeRecommendation
1) Within three months of adoption of this rcport, the Accounting Officer should

prcpare a Yiable roll-out framervork that ensures that all descrving civil servants
bencfits from the Fund. Auditor-Gencral a final audit closure report for the

l?eport on tlrc [xrntinutiott o.f the lteport o.[rhe .l Stotenetts .lbr tle .\'atiotrul Cot ernnent for the l eut
emled i0.:'.1nrc )0!9
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project. The Auditor-General undertake a revien' and report to the National

Assembly in the subsequent audit reporting cycle.

2) The Committee reiterates its recommendation that in the FY 201612017 that the

Accounting provide to the Auditor-General, a comprehensive statement including

interest earned from the Kshs.2,835,000,000 deposited at KCB

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

616) Conclusion
148. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

GOVERNMENT CLEARING AGENCY

REPORT ON THE FINANCIAL STATEMENTS

Basis for Disclaimer of Opinion

149. Receipts from Government Agencies

617) As disclosed under Note I to the

payments reflects a balance of
Government Agencies.

and other primary source

to the prior year has also

financial records as

2012.

g Officer

the statement of receipts and

; (2018-53,586,330) under receipts from

have not been supported by way of ledgers

decrease in the receipts in comparison

ined. Further, the Agency has not maintained proper

68(2) of the Public Finance Management Acq

rd-

)'

:.1
.f

Submission
618) The

by
in! Officer submitted that the Government Clearing Agency was

.esponsible,fbr rec'biving of clearance/shipping documents, preparation and processing of

imports/exports, warehousing and transporting of goods for other Government

,.lvliniplries/Departments/Agencies (MDAs) who seek its services. This is a dormant fund

and it is in the process of being wound up. The National Treasury established a Taskforce

on winding up of Dormant Funds including Government Clearing Agency.

619) The National Treasury sought and got legal opinion and recommendations frorn the

Attorney General vide his letter Ref.AG/CONF/6/Ell70 VOL II (5) of lTth May 2019. A

cabinet Memorandum on winding of the fund vide letter Ref. No. MOF/AC/305C Vol.2
(172) of 1Oth Septernber 2019 was forwarded to the Attorney General and in reply vide his

letrer Ref. AG/LDD/l99lll8l OF lgth November 2019 he advised that draft revocation

Reporr on the Exttmination ofthe Report of the .luditor-Genet ol on the l:inancial Stulenvtts.ft;r rlP \ ationol Gotentttent for the l.ear
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orders be prepared on the fund. The revocation orders 2020 rvere submitted to the cabinet
for consideration and approval.

620) The l{ead of Public service vide letter ref no. CAB/GEN.3lt/t VOL.XVIV (lg) dated
2nd March 2021 communicated The Cabinet Approval for revocation order of the Fund.
The Orders were forwarded to Attorney Ceneral's Office vide letter REF
AG.MOF/AC/305C YOL' 2 (213) dated l2 April, 2O2l for onward transmission to rhe
National Assembly.

621) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to u,ind up the
Fund.

622) Committee Recommendation
Within three months of adoption of this rep
the revocation order and provide status to
undertake a revicw and report to the N
reporting cycle

150. Long Outstanding Accounts
623) The statement of assets and liabi a balance of Kshs.300,931,77 6;(2018-

Kshs.300,93 1,7 7 6) under There was no movement during the year
casting doubt on recoverability the balance has not been supported by
a detailed ledger indicating uently, the accuracy and the fair statement
of the reported receivab account balances of Kshs.300,931,776 as at 30 June,
2019 could not be

624) Committee and Findings
The Committee .observed

,,!.
the matter is awaiting National Assembly approvar to wind up the

Fund

625) .Committee Recommendation
Within three nionths of adoption of this report, the Accounting Officer should follow up
the revocation order and provide status to the Auditor-General. Thc Auditor-General to
undertake a revie$' and report to the National Assembly in the subsequent audit
reporting cycle

151. Cash and Cash Equivalents
626) The staternent of assets and liabilities reflects an amount of Kshs.2,l74.l7l;(201g-

Kshs.72,435.965) trnder bank balance. Ilowever'. a bank balance ol'Kshs.27,351.785 held
in the Agency's National Bank of Kenya Mombasa branch bank account

Reporl on the Etanttnotion oftlu Reporr ofthe.ltrditor-Gene|ctl on tlu l:inenciol Stutetnents .for tlrc .\cttiotnl Got.ernnrent for thc I eur
ended jtl)'June 20t9 P:oo '1 f O



No.0 l 00 1 007625 l 00 has been excluded from the bank balance of Kshs.2, 17 4.l7 l reflected

in the financial statements.

627) Consequently, the accuracy and fair statement of the reported bank balance of
Kshs.2,174,17l as at 30 June, 2019 could not be confinned.

628) Submission by the Accounting Officer
itted that rel

awaits National Assembly al to wind uo the Fund.

629) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to wind up the

Fund.

630) CommitteeRecommendation
Within three months of adoption of this

the revocation order and provide status

undertake a review and report to th
reporting cycle

report,
to the A
eN

the Accoun(ing
uditor:Geneiil

'Officer should follow up
:The Auditor-General to
in the subsequent audit

152. Fund Balance

631) As previously reported, the assets and liabilities reflects a fund balance

brought forward (old ,9 57,87 9 ;(2018-Kshs.247,9 57,87 9) which was

and validity of the reported fund balancenot supported.

brought forward (old Kshs.247,957,879 as at 30 June, 2019 cannot be

confirmed.

r
itted that the matter relates to paragraphs relates to

Assembly approval to wind up the Fund.

633) 'Gommittee 
Observations and Findings

The Conmittee observed that the matter is awaiting National Assembly approval to wind up the

Fund.

634) Committee Recommendation

Within three months of adoption of this report, the Accounting Officer should follow up

the revocation order and provide status to the Auditor-General. The Auditor-Gencral to

undertake a reviel and report to the National Assemblf in the subsequent audit

reporting cycle

.[or the I tar
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153. Unreported Ex;lenditure
635) During the year under review. the Agency made a cash paynent of Kshs.2,006,357

towards the repair and maintenance works of its Mombasa offices. However. there is no
evidence of the amounts having been applied for the intended use as the roofs for some of
the offices were leaking and in bad state. The payment has also not been incorporated in
the financial statements prepared and presented for audit while the expenditure returns were
not appropriately supported with some amounts having been posted into inappropriate
accounts.

Submission by thc Accounting Officer
636) The Accounting Officer submitted that the matter relates to paragraphs relates to

paragraph 149 and awaits NationalAssernbly approval to wind up the Fund.

637) Committee Observations and Findings
The Committee observed that the matter is awaiting National-Assembly approval to wind up the

638) CommitteeRecommendation l {'
l:3

nting Officer should follow upWithin three months of adoption of this repo Accou
the revocation order and provide status General. The Auditor-General
undertake a review and report to Assembly in the subsequent audit
reporting cycle

154. Failure to Execute Ma

639) The Agency's indicates that some of the functions ofthe Agency are
receiving of from Government Ministries, Departments and
State Corporations; and processing of the imports/exports, warehousing and
transportati through custolns, port authorities, shipping, transport, insurance
agents - ( ) including banks and cargo surveillance agents among other services.
Examinations of records of the Agency indicated that limited businesses of government
agencies arb cleared by the Agency as the bulk of the importation business is being
"undertaken by the private sector. No explanations have been rendered for failure to deliver
on its mandate.

Submission by the Accounting Officcr

640) The Accou ntine Officer submitted that rnatter relates to relates to
parasraph 149 and awaits National Assernblv aooroval to u,ind uo the Fund

641) Committec Observations anrl Findings

Rr:port on the [ixotrtintrtion of the Report of tlrc .ltrditor-oenerul on tle Fitrutttial StateDrcilts.for the .\'crtionul Gottrnntent for the l'ettr
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t

'l'he Cornrnittee observed that the matter is arvaiting National Assernbly approval to u'ind up the

Fund.

642) Committee Recommcndation
Within three months of adoption of this report, the Accounting Officer should follorv up

the revocation order and provide status to the Auditor-General .The Auditor-General to

undertake a revierv and report to the National Assembly in the subsequent audit

reporting cycle

155. Lack of Oversight

643) The Agency has no Board of Directors to oversight the organization's operations.

Further, the internal audit function that ought to check on governance, internal controls and

risk management is not in place. In addition, there is no formal organizational structure thus

compounding the weaknesses over its internal controls.

Submission by the Accounting Officer
644) The Accounting Officer submitted that

paragraph 149 and awaits National Assembly

645) Committee Observations and Fi
The Committee observed that the

Fund.

646) Committee Recom ti
Within three months of n

the.,,lratter r,gJdtes to paragraphs relates to

ebPr.Puut to wind uP the Fund.

g National Assembly approval to wind up the

report, the Accounting Officer should follow up

to the Auditor-General .The Auditor-General to
to the National Assembly in the subsequent audit

the revocation order
undertake a review

reporting cyclg,r:.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE, OF PUBLIC

RE,SOURCES,

647)

156.

Conclusion
Because of the significance of the matters described in the Basis for Disclairner of
Opinion section of my report, I have not been able to obtain sufficient appropriate

audit evidence to provide a basis for an audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

648) Conclusion

Repotl o1 the Erctnination of the Report ol'the .luclitot -Genexi on tlrc Fittctttcial Statentent-s for rhe \ 'ct 
t i ono I (i ot e rn nte nt.[or t he l e ar
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157. Because of the significance of the matters described in the Basis for Disclairner of
Opinion sectiotr of my report. I have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit conclusion.

TREASURY MAIN CLEARANCE FUND

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified of Opinion

158. Long Outstanding Accounts Receivables - Debtors
649) As reported previously, the statement of assets and liabilities reflects accounts

receivables-debtors balance of Kshs.12,503,607,446 as at 30 June, 2019. The balance has
been outstanding for a long period of time with no movement which is indicative of nil
recoveries. Further, an amount of Kshs.2,332,170,394 of the debtorls balance has not been
analyzed into the individual debtors and what it relates to. This 'is indicative of likely
impairment, but the necessary adjustments to fairly staie'the balance by way of provisions
for bad and doubtful debts have not been made. , 

.. 
i,.,.'

".'*i,,
650) Consequently, the recoverability of th

balance of Kshs. 12,503,607,446 could

Submission by the Accounting 0
65 I ) The Accounting Officer

of the State Department
approval to wind up the

652) Committee 0
The Cornmittee observed

Fund.

ing accounts receivables - debtorsoutstand

lnanc

ed.

matter was discussed during the examination
ial year 2017/18 and awaits National Assembly

and Findings
the matter is awaiting National Assernbly approval to wind up the

653) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer should follow up
the revocation order and provide status report to the Auditor-General. The Auditor-
General to undertake a review and report to the National Asscmbly in the subsequent
audit reporting cycle

159. Unsupported Accounts Payables - Creditors
654) As previously reported. the staternent of assets and liabilities reflects accounts payables

-creditorsbalanceof Kshs.12.490,478,941asat30June.20lg.However.detailedlistings
in support of the balances t\,ere not availed for audit review. Consequentll,. the accuracy

Ilcltort on tlrc [:\ail]inltion ofthe Report ofthe.lrtditot-Getterol on the Financiql Stateilrcnts for tlv \utional Goterntnent for the lerrr
endetl )Ul ,lune )019 Page 133



and completeness of the accollnts payables - creditors balance of Kshs.12.490,478,941 as

at 30 June, 2019 could not be ascertained.

Submission by the Accounting Officer
655) The Accounting Officer submitted that the maffer was discussed during the examination

of the State Department account for financial year 2017l18 and awaits National Assembly

approval to wind up the Fund.

656) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assernbly approval to wind up the

Fund.

657) Committee Recommendation

Within three months of adoption of this report, the Accounting,Officer should follow up

the revocation order and provide status report to the Aydifor-General. The Auditor-

General undertake a review and report to the

reporting cycle

160. Unsupported Deficit Balance Brought F

in"the subsequent audit

653) As reported previouslY, the liabilities reflects a net financial

position (closing fund balance) of which consists ofa Fund balance and

deficit brought forward of Kshs.14 Kshs.87l,495 respectively. I{owever, the

balances were not supPorted liation. Consequently, the accuracy of the

closing Fund balance of ld not be confirmed.

Submission by the Accou n

659) The itted that the matter was discussed during the examination

for financial year 2017/18 and awaits National Assembly

Natio

of the State

approval toxllo uo,:n'

660) Conirhittpe Observations and Findings

The Con:lmitiee observed that the matter is awaiting National Assembly approval to wind up the

Fund.

661) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer should follow up

the revocation order and provide status report to the Auditor-General. The Auditor-

General to undertake a revierv and report to the National Assembly in the subsequent

audit reporting cycle

Other Matter

Repul on the Exqntinalion o-f the Report of tle .ltditor-Generul ut the

entled )(l'Jtne l0l9
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161. Prior Year Matter

161.1Failure to Wind Up the Fund

662) As reported previously, the Fund has been dormant for a significant duration. pursuant
to the recommendations of the Public Accounts Committee and instructions of The
National Treasury to wind up all dormant funds, the Fund continues to subsist. As
time of finalizing this audit, the process was yet to be completed

Submission by the Accounting Officer
663) The Accounting officer submitted that the matter was discussed

of the State Department account for financialyear zolZllg and awaits
approval to wind up the Fund

664) Committee Observations and Findings
The Committee observed that the matter is awaiting
Fund.

665) CommitteeRecommendation
Within three months of adoption of this
the revocation order and provide
General to undertake a review and
audit reporting cycle.

REPORT ON LA
RESOURCES

666) Conclusion
162. There

public

63.

nting Officer should follow up
the Auditor-General. The Auditor-

National Assembly in the subsequent

EFFECTTVENESS IN USE OF PI.JBLIC

issues relating to lawfulness and effectiveness in use of

the

no

S OF INTERNAL CONTROLS, zuSK MANAGEMENT
ANCE

were no material issues relating to effectiveness of intemal controls, risk
management and governance

KENYA LOCAL LOANS SI'PPORT FT]ND

REPORT ON THE FINANCIAL STATEMENTS

Report on the Exantination ofthe Report olthe Jor the \ational Govrnntenr.for the l'ear
ended 30t'Jnne 20t9

,ltrditor-General on the Financial Statentents
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Basis for Disclaimer of Opinion

164, Unsupported Balances

668) The financial statements presented for audit are unsupported by a trial balance and

ledgers in support of the batances. ln the circumstances it is not possible to ascertain the

accuracy of the reported balances in the financial statements. Further, accrued interest yet

to be received and investments at a cost of Kshs.7l ,595,406; (2018- Kshs.71,595,406) and

Kshs.6,364,973; (2018-Kshs.lO,4lO,373.50) respectively, have not been appropriately

disclosed in the details in the Notes to the financial statements.

669) The accuracy ofthe balances cannot therefore be ascertained

Submission by the Accounting Officer
670) The Accounting Officer submitted

of the State Department account for fi
approval to wind up the Fund.

Committee Observations and Findings
671) The Committee observed that the

wind up the Fund.

that the ination

nancial sembly

m IS National Assembly approval to

d

the Fund is dormant in spite of the recommendations of the

672) CommitteeRecommenda
Within three months of rt, the Accounting Officer should follow up

the revocation order and report to the Auditor-General. The Auditor-

General to undertake a ap report to the National Assembly in the subsequent

audit reporting

165.

673)

Win
As sly,

Public ACoolnts.. Committee and instructions of The National Treasury vide Treasury

Circular No.l512009 dated 7 August, 2009 which directed Accounting Officers to start the

prooessof winding up all dormant Funds. As at the time of finalizing this audit, the winding

up process was yet to be completed.

Submission by the Accounting Officer
674) The Accounting Officer submitted that the matter was discussed during the examination

of the State Department account for financial year 2017118 and awaits National Assembly

approval to wind up the Fund.

675) Committee Observations and Findings

Report on tlrc Exoninotiou o./ the Report of the -4nditor-Genet'al on the Financictl Statenents .[or the .\'crtional Gotennrctrl.[or the l-ear

ended j(1" Jtne )0 19 Page L36



The Conimittee observed that the matter is awaiting National Assernbly approval to u,ind up the
Fund.

676) Committee Recommendation
Within three months of adoption of this report, the Accounting Officer should follorv up
thc rcvocation order and provide status report to the Auditor-General. The Auditor-
General to undertake a revierv and report to the National Assembly in thc subsequent
audit reporting cycle

166. Failure to Redeem Stocks
677) Similarly, as reported previously, stocks valued at Kshs.10,430,700 which were past

their redernption date of 6 February,2010 and cost Kshs.17,400 had not been redeemed.
Although The National Treasury has explained that the stocks were redeemed some years
back but erroneously accounted for as revenue, records to confir.rB the erroneous accounting
for receipts and subsequent correction in the books ofaccount have not been availed for
audit review

Submission by the Accounting Officer
678) Central Bank of Kenya gave notice to

Ksh.3,600.00 vide their letter dated 8th
1997 of Ksh.5,680,000 vide rheir I

redemption of small stock
8th October, 1997, (1981) I

Kenya Stock 1992,8%yo
Stock 1992 have nil

i

IJ'
981) l0 3/ao/o Kenya Stock 2003,(l

stocks were redeemed

be outstanding on
in contact with
worth Ksh.6,p64,973.50 to facilitate updating of records

ng others and 60/o Kenya Stock
October, 1997. Following the early

00.00 and less as per C.B.K. letter dated
2003, 101/4yo Kenya Stock 2000, BY4yo

ll92,6Yo Kenya Stock 'A' 1990 and Bo/oKenya
of CentralBank of Kenya. This implies that the

However, stocks worth Ksh.6,364,973.50 appear to
on their redemption. The NationalTreasury has been

of Kenya to provide details of redemptions for the stocks

S

67e)

i.

ii.

Comrnittee Observations and Findings
'The Committee observed that the Accounting Officer is yet to redeem the stock; And
The query remained unresolved

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

680)
167.

Conclusion
Because of the significance of the matters described in the Basis fbr Disclairner of
Opinion section of my report. I have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit conclusion.

ended )0" Jnne )019

l'i na nc'iu I
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND COVERNANCE

681)
168.

Conclusion
Because of the significance of the matters described in the Basis for Disclaimerof

Opinion section of my report, I have not been able to obtain sufficient appropriate

audit evidence to provide a basis for an audit conclusion.

PROVIDENT FLTND ACCOI.INT

REPORT ON THE FINANCIAL STATEMENTS

Basis for Adverse OPinion

169. Inaccuracies in the Financial Statements

169.1Misstated Comparative Balances and Inco
,,,-.. .r..

nsistCritie3'iin.Notes to the Financial

Statements
682) The statement of financial position of Kshs.752,556,522 and

Kshs.742,84l,l 1 1 being the comparative total financial assets and net assets

respectively. However, the audited 20 ial statements reflected amounts of
Kshs. 815,305,312 and Kshs.80 vely for the balances. Further,

inconsistencies were also noted notes for bank balances and other

receivables as reflected in the financial position and the actual notes to the

financial statements. In the the financial statements are not in compliance

with paragraph 53 of requires comparative information to be disclosed in

respect of the previous amounts reported in the financial statements

Submission by the
68

684
i)

) Committee Observations and Findings
The Committee observed that the changes will be effected in the financial statements for

2O2ll2OZl as prior year adjustments for audit review;

ii) The Committee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) of the PFM Act' 2012;

iii) In addition, The Committee observed that the Accounting Officer failed to ensure that

reconciliations are done in time and the cornplete financial statements submitted to the

Auditor General in time as provided for in Article22g (4Xh), and section 8l(a)(a) of the

Public Finance Management Act 2012: And

Report on the Ewtntinolion otthe Report o.[the.ltditor-General on

emletl i1t'Jtute )019

Sr tr I e n te nt s .for t h e .\' ct t i onu I G ot' e r n n t e nt .for t h e l e a r
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685) Committee llecommendation
The Committee reprimands the then Accounting Officer for failure to ensure that the
entity kecps up-to-date and reconciled financial and accounting records that comply rvith
provisions of Section 68(2) of the pFM Act 2012.

169.2Yariance Betn,een the Trial Balance and the Financial statements
686) The 2018/2019 Trial Balance submitted for audit revealed items and balances which

were not reflected in the financ ial staternents as indicated below:
Account Description Dr. Amount

(Kshs.)
Cr. Amount
(Kshs.)

4-867 -0903-7310224 InvestmentInterest on

Provident Fund
430,316,536

4-867 -0903-7310224 InvestmentInterest on
Provident Fund

1,230,091,990

4-867 -0903-7310227 on Realization ofProfit/ loss

Investment
7,163,992

4-867-0903-7310230 Interest Credit to Deposit 'ol IBal 14
4-867 -0903-7310231 &Accumulative

Expenditure A/C
i.r
J-

1,372,274

4-867 -0903-7310235 Recovery of I
GOK

1,449,793 1,449,793

4-867-0903-7310236 AnnualAccpR\ 883, I 62
4-867 -0903-7310237 Bonus d 1,296,169
4-867-0903-7310238 A n n uifu r-pilfu,rt(C h a r le s 50,696

_$rfi},o-XE;i.y
433,225,297 11240,950,091

687) No explanation on what the items related to, and the reasons for exclusion
in the Similarly, the following balances reflected in the financial
statements

ount
Item'Descri ption )

nd Income 27,313
Rece lvab CS 176,372

Bank Balance 19,799,550
Other Pending Payables ,715.1 I I

Report on tlrc Exanilnation o/ the Report o.[ tlte .l Skncnents ./or the .\'dtionul Go\.ernnrent for the I ertr

not'traced to the Trial Balance:

688) Further, the Trial Balance presented for audit had its debits and credits not balancing at
Kshs.482,912,920 and Kshs.2,122.5l2.Olg respectively. In the circumstances, the
accrlracy of the balances reflected in the financialstatements could not be ascertained.

Submission by the Accounting Officer

ended ilf" Jme 2019
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689) The Accounting Oll rccr submitted that the matter u,as discttssed during the exatnination

of the Statc Departntent account for financial year 2017ll8 and a reconltnendatiott rvas

issued therein.

Committee Observation and Finding
690) The Committee discusscd the matter in the report for the FY 201712018 and the

explanation by the Accoutrting Officer rvas satisfactory.

170. Doubtful Othcr Ileceivablcs
691) As previously reported, and as disclosed in Note I1.4 to the financial statements, the

statement of financial position reflects a balance of Kshs.9,972,598 under other receivables

which cornprisecl a cash deposit balance held at the insolvent Cereals and Sugar

Corporation and dividends receivable from Kenya Power and Lighting Company (KPLC)

of kshs.3,796,226 and Kshs.6,176,372 respectively. I{owever. Management did not

provide any evidence of the measures put in place to recover the debts in full.

Submission by the Accounting officcr
692) The National Treasury wrote to KPLC requesting for .payment of the dividends of

ksh.6,176,372 from KPLC vide letter reference number EPN1l67l025/Vol.XV(5) of June,

202l.Theamount was credited by the KPLC in our account July 2,2021.The balance of
Kshs.3,796,226 is being handled by the old balance committee and when the process of
winding up the lruncl is concluded;the issue'willbe addressed. Confirmation of receipt o1'

dividend from KPLC has been verified.
, '-r ',.,..

693) CommitteeObservationsand;Findinls'
(i; Committee observed that thg ftin'd,iS aniong other funds proposed to be wound up hence

awaiting National Assembly'approval. The Committee further observed that the

Accounting Officer., 'failed ,to prepare and keep proper accounting records irl

contravention of Sectiod 63.(2) (b) of the PFM Act, 20l2.

',1' 
'

(ii) The Committee observecl that the matter is awaiting National Assembly approval to

wind up the Fund.

694) Committee llecommendation
Within three months of adoption of this report, thc Accounting Officer should follorv up

the revocation ordcr and providc status report to the Auditor-General. The Auditor-

General to undcrtakc a rcviclv ancl rcport to thc National Assembly in thc subsequent

audit rcporting c1'clc

17l. Unsupported Payables Balance

695) The statement of flnancial position reflects other pending payables balance of
Kshs.9,7l5,lll (2018: Kshs.9,7l5,lll) which as disclosed in Note I1.6 to the financial

statements rclatecl to arlounts clue to National Government entities. I-lolvever, as previoLrsly

reportecl, Management has not supportecl the balances by way of a detailed listing and

invoices inclicating the specific entitics to rvhich the amoltnts are ou'ed. Conscqtrently- it

Rcpotl ott tlrc It\4ntn(ttion ol tltt llt,lxtt t of tllc .lttdtlor-(;cntrol ott llrc l"itruncutl Slulettrctils

endcd jlli' .lturc )0 I t)

.[or the .\'ationol Goterttnrcnt.fin' thc |eur
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has not been possible to confirm the accuracy. validity and cornpleteness of other pending
payables balance of Kshs.9.7l5.l I I as at 30 June. 2019.

Submission by the Accounting Officer
696) The Accounting officer subrnitted that the matter was discussed during the examination

of the State Department account for financial year 2017/18 and u.."o.rn.ndation was
issued therein

Committee Observation and Finding
697) The Committee discussed the matter in the repoft for the Fy 201 7/ZOlg and the

explanation by the Accounting Officer was satisfactory.

Other Matter

172. Budget Control and Performance
698) The statement of comparison of budget and actual

approved budget amounts for revenue and expend iture.
review, the Fund received revenue of Kshs.60,327,
explanatory note indicates that there was no
Kenya Power and Lighting Cornpany and
dividend income was expected.

not reflect the
the year under

a nil expenditure. The
Fund having investments in

Limited for which

Submission by the Accounting officer
699) The Fund is not active and b provided. However, a budget will be

prepared for the same in

700) Committee Obse dings
i) The Committee o is in the process of wound up and awaits the National

Assembly approval '.q
ii) The Committee that the Accounting Officer failed to prepare and keep

proper accountrng ln contravention of Section 68 (2) (b) of the pFM Act, 20tZ;
And

701) .Committee Recommendation
The Committee reprimands the Accounting Officer for violation of the provisions of
Article 229 (4) (h) of the Constitution and Section 68 (2) of the public Finance
Management Act 2012.

173. Idlc Resources
702) As previously reported, the Fund has carried out minimal operations where only

dividends from investrrents in KPLC and EABL are recorded. The Fund continued to
accttmulate idle bank balances which stood at Kshs.819.799.550 as at 30 June, 2019
contrarl, to the guiding principles lbr cash management which include avoiding
accumulation of idle balances as provided under Regulation g3 (2)(c) of the Public Finance
Managernent Regulations. 2015 and Section 3(3) of Provident Fund Act. 2012 u,hich
provides that moneys paid into the Irund shal[. so f'ar as practicable. be invested in interest

Report on the llxtrninatiott of the llepot.t o/ r1rc ..!tdiror-Generul on the Finunciol Stoteiltents.[ot.the .\'utionol Got.ernnent fot. lltc ].etrt.
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l,ielding securities. Alternatively, if the rnandate of the Fund ceased or lapsed, the Fund

ought to have been wound up and the assets reverted to the Government.

Submission by the Accounting Officer
703) The Accounting Officer subrnitted that the National Treasury wrote to Central Bank of

keya seeking advi& on how to invest vide letter ref. no.EPN 11671025 Vol.XI/34 dated 14th

March 2016 and the Central Bank advised vide letter ref. no. EPN/l671025Yol.XI/34 dated

l3th January ,2017 on the requirements and conditions to be met before investing. Two of
the conditions were that the Fund should have Fund Manager and Board of Trustees. The

Fund has no remaining beneficiaries and it would not be viable to engage a Fund manager

and Board of trustees. The fund is in process of being wound up. He

704) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to wind

up the Fund.

70s) Committee Recommendation
Within three months of adoPtion

the revocation order and Provid
General to undertake a review a

audit reporting cycle.

REPORT ON EFFECTIVENESS OF

AND GOVERNANCE

of this report, the Accountilg Officer should follow up

e status report to the Au{itor-General. The Auditor-

nd report to 
th{-National'Assembly 

in the subsequent

r;. ,';''

706)
174.

Conclusion
There were no

OLS, RISK MANAGEMENT

ng to effectiveness of internal controls, risk

management and

EUROPEAN WIDOWS ORPHANS PENSION FUND
, . .:,,

REPORT ON THET]NANCIAL STATEMENTS

Basis for Adverse Opinion

175. Inaccuracies in the Financial Statements

lT5.lUnreconciled Cash and Cash Equivalents Balances

707) As disclosed in Note I 1.5 to the financial statements, the statement of financial position

reflects an arnount of Kshs.172,152,669; (2018-Kshs.172,853,169) under cash balances.

Hor,r,ever. the audited comparative figure reflects a balance of Kshs.175.505,995 restrlting

to an gnexplained variance of Kshs.2,652.826. Consequently, the accLlracy of the reported

cash ancl cash equivalents balance of Kshs.172.752.669 as at 30 Jurte.20l9 could not be

confirmed.

L-inancial Stutentents .[or the .\'cttionul Got ernntent .for the l'eur

Page 1.42
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Submission by the Accounting Officer
708) The Accounting Officer submitted that the observation of the auditor is correct, and the

bank balance was restated as per the accounts signed on 3 I December 20I 8, and the correct
balance of cash and cash equivalent is shown as Ksh.172,853,168.35. A amount of
Kshs.6,953,601.35 was alllount erroneously paid in our account by Laikipia County and
out of it an amount totaling to Kshs.2,652,646.00 was captured and received in the books
as dividend. The error has since been corrected by J.E no.0092 of 30th June,20l8 and the
balance of Kshs.4,300,776.00 was captlrred in the cash book. Attached herewith find Iedger
and bank reconciliation statement to confirm bank balance.

709) Committee Observations and Reconrmendations
The Accounting Officer provided a satisfactory explanation to both the auditor and the
committee. The comrnittee therefore marked the matter as resolved.

710) Committee Recommendation
The Accounting Officer should ensure that the entity keeps up-to,ilatc and reconciled
financial and accounting records that comply with provisions of Section 68(2) of the pFM
Act2012 q{

I 75.2Unconfi rmed Receivables

7ll) The statement of financial
(20 I 8-Kshs .2l,22l,7 15). The
and Sugar Finance
Kenya Power and Lighting
during the year under rev
by way of provisions
Consequently, the
June, 2019 could

rece ivables balance of Kshs.2 1,221,7 15;
of Kshs.16,900,000 owed by the Cereals

1,715 ordinary dividends receivable from the
respective ly. However, there has been no movement
of likely impairment of the balance. No adjustments

e to ensure fair statement of the receivables amount.
of the receivables balance of Kshs.2l,2Zl,715 as at 30

1...

Submission by the Accounting Officer
712) The A-ocounting Officer submitted that the CSFC is being wound up and the fate of

Kshs.16,900,000 invested will be determined at the end of the process while the dividend
receivable of Kshs.4,321,715 was credited in our account on July 2,2021 by KpLC. The
National Treasury established a Taskforce on winding up of Dorrnant Fr.rnds. The National
T.r9a11ry sought and got legal opinion and recommendations from the Attorney General
vide his letter Ref.AG/CONF/6/E|l70 VOL II (5) of lTtr,May 2019.

713) A cabinet Memorandurn on winding of the funcl vide letter Ref. No. MOF/AC/305C
Vol. 2 (172) of l0tl' September 2019 was forwarded to the Attorney General and in reply
vide his letter Ref. AG/LDD/I99lll8l OF lgtr'Novernber 2019 he advised that draft
revocatiotl orders be prepared on the fund. The revocation order 2020 r.vas done and
submitted to the cabinet for consideration and approval.

Report otr tlu Eruntiruttiou oftlrc Report of tltc .ltrthtor-Generri otr tlte Financiul Stutenetts.[or tlrc.\'crtionol Oot.er.ntnenr for rhe leut.
ended iO'.lune )019 Page 143



714) The Head of Public service vide letter ref no. CAB/GEN.3/I/1 VOL.XVII(18) dated

2nd March 2021 comn'runicated The Cabinet Approval for revocation order of the Fund.

The Orders were forwarded to Attorney General's Office vide letter REF

AG.MOF/ACI305C YOL.2 (213) dated 12 April, 2021 for onward transmission to the

National Assembly.

715) With the conclusion of the winding up, the issues raised by the Auditor will be fully
addressed.

716) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to wind up

the Fund.

717) Committee Recommendation
Within three months of adoption of this report, the Accounting Officer should follow up

the revocation order and provide status report to the Auditor;General. The Auditor-

General to undertake a review and report to the National Assembly in the subsequent

audit reporting cycle r' 'j

t .,t-#'

reflects an investments balance of
Kshs.2 1,608,573 (20 1 8-Kshs .21,608,573 of ownership and existence of

176. Unconfirmed Investments

718) The statement of financial position

the investments in shares of the

confirmed as the share certificates
the existence and validity of the
2019 could not be confirmed.

Submission by the

719) The
certificate s

review as follows

Lighting Company could not be

led for audit review. In the circumstances,
balance of Kshs.21,608,573 as at 30 June,

itted that copies of share certificates and deposit

balance were provided for audit verification and

7ZO) The same copies of share certificates were attached for perusal by the Committee

7Zl) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to wind up the

Fund.

722) Committee Recommendation

a)s Kshs, 21,608,573total

form Cereals and Sugarb) De

Corporation Kshs. 16.900.000.

Tbtal Kshs. 38.508,573

Report on tlrc Exomination qfttrc Report of the -htclitor-General on tle Fitnnciol Stolenutts

enclerl jll" June )019

.[or the.\'attonal Gotenmtent./br lhe \'ear
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Within three months of adoption of this report, the Accounting Officer should follorv up
the revocation order and provide status report to the Auditor-Gencral. The Auditor-
General to undertake a revierv and report to the National Assembly in the subsequent
audit reporting cycle

177. Unexplained Adjustments

723) As reported previously, the Fund adjusted its investments balance of Kshs.25,516,933
downwards in the financial year 2Ol7/2018 by Kshs.3,908,360 for which no explanation
has been provided. Further, the audited comparative accurnulated surplus balante figure
brought forward of Kshs.92,500,404 has been adjusted downwards to Kshs.89, B47:57g
with no disclosures by way of Notes to the financial statements.

724) In the circumstances, the validity of the adjustments on the investrnent and Fund
balances brought forward could not be confirmed.

Submission by the Accounting Officer
725) The Accounting Officer submitted that the pMlssystem "has a challenge in capturing

certain prior year adjustments, receivables and ucr reports. The challenge
will be addressed by procuring a new s

ns financial
adjtrstnrent of Capital account by

Kshs.3,908,3 60.00 was effected through de ital account balance and crediting
the investment account balance b wl a similar amount. The two accounts
were adjusted in 20ll/2012 fi an amount of Kshs.17,364,820 in
recognition of bonus shares.

726) Further, the bank ba as per the accounts signed on 3 I December 2018,
and the correct balance cash equivalent is shown as Ksh.172,853,168.35
Amount of Kshs.6,953, usly paid in our account and out of it an amount
totaling to Kshs.2, captured and received in the books as dividend. The
error has since by J.E no.0092 of 30th June, 2018. The balance of
Kshs.4,300, 776.00 ured in the cash book

727) and Findings
The Comm obs.erved that the matter is awaiting National Assembly approval to wind up
the Fund

728) Committee Recommendation
Within three months of adoption of this rcport, the Accounting Officershould follow up
the revocation order and provide status report to the Auditor-General. The Auditor-
General to undertake a revielv and report to the National Assembly in the subsequent
audit reporting cyclc

178. Unrcconciled Ledgers and Trial Balancc

Report on the l:xanination o/'the Reltort of'the .ltrlitor-Genet.ttl on tlv St o t e ne n t s.fo r t I t e .\' l t t ona I G or. e rr m t e n t /b r t h e )'e n r
endc<l ill" Jtne ]019
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l1g) The balances in the financial statements are at variance rvith the Trial Balance. The

Trial Balance debit and credit balances have variances totalling to Kshs.172,752,669.

Further, the receivables balance of Kshs.2l,22l,7l5 has not been incorporated in the

ledgers.

Submission by the Accounting Officer
730) The plMS deposit ledger consist of five funds a) the Provident fund, b) the Asian

tffi"".r' family fgnd, c) the Asiatic, d) the revenue Statement and e) the European Widows

and Orphans Pension Fund. The balance of Kshs.172,752,669 is the PMG figure for the

European Widows and OrPhans Fund.

731) pMIS system was not fully developed to capture certain receivables and produce

hnancial reports, the same will be addressed by the System re-engineering process The

ledger avaifed was manually prepared and not generated from PMIS which ought to be the

source document of balances reflected in the financial statements.

732) Committee Observation and Findings
i) The Committee observed that the system used in capturing data has not been configured

to produce accurate financial statements;
failed to prepare and keeP

(b) of the PFM Act, 2012;

733) Committee Recommcndation
the Accounting Officer should provideWithin three months of

status report to the Audi Auditor-General to undertake a review and

report to the National subsequent audit rePorting cYcle

EFFECTIVENESS IN USE OF PUBLICREPORT ON LA
RESOURCES

734) Conclusidit

179. Th'ere were no material issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

735) Conclusion
180. There were no rnaterial issues relating to effectiveness of internal controls, risk

lnanagement and governance.

ASIAN OFFICERS FAMILY PENSION FUND

Reporl ott the Erantinutron qf the Report o.[ tle

ended i0" June l0l9

Stutements .for the .\'rrtional Cot enunenl.[or the l'ear
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REPORT ON THE FINANCIAL STATEMENTS

Basis for Adverse Opinion

181. AccuracS, of the Financial Statemcnts

736) The Trial Balance prepared and presented for audit reflected some balances which were
omitted from the financial statements as detailed below:

737) Further, the T total debits and credits of Kshs.7gg,352,0g9 and
Kshs.1 ,236,837,6 resulting to a difference of Kshs.44B,4gS,5lg Although
Management explai difference was as a result of failure by the system to capture

no adjustments or reconciliation for the di fference was provided
other receipts in the statement of cash flows is referenced to Note

l.l0

738)
'Consequently, 

the accuracy and fair statement of the financial statements could not be
confirmed.

Submission by the Accounting Officer

739) The Accounting Officer submitted that the PMIS sysrern is con{igured in a way that it
doesn't knock off expenditures against income received hence the ledger accurnulates
expenditures and income as shown in the Ledger. The above items broirght forward as
expendittrres/income are attributed to the current state of the system's configuration whichwill be addressed when a nerv system will be procured. Therefore, these
expenditures/incomes brought forvvard don't relate to FinanciaI Year 20lB/2019 as shorvn

Repon ort the E\oninution of the Report of the .for tlrc .\'ational Got.crnnrcnt.[or tlrc lear

Account Description
bit

)

Credit

lKshs.)

Other Admin - Contributions A.O.F.p. F 1,932

Pension Increase A.O.F.P. F 1,932
Pension Pa ( xcluding lncrease)ent eym penslon 1,023,072

Income and Expenditure Account

Interest on Investments Asian ,085,315

Expenses of Management 0,613,702

Appreciation/Deprec iation

5

37,703

eru{ecl ili' Jrme l0l9
.ltditor-Getrcral on the Finonchl Statenl..nts
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in the Ledger but are historical expenditures/income incurred on the Fund. To get the

cLlrrent year income/ expenditure. opening balance is subtracted frorn the closing balance.

740) The ledger availed is manually prepared and not generated from PMIS which ought to

be the source document of balances reflected in the financial statements. The matter is

recommended for review since the system used in capturing data has not been configured

to produce accurate financial statements. When will management upgrade the ICT system

used by Pensions Department to capture accurate data?

741) Committee Observation and Findings
The Committee observed that the system used in capturing data has not been configured

to produce accllrate financial statements;

The Comrnittee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) cifthe PFM Act, 2012.

i)

ii)

742) Committee Recommendation
Within three months of adoption of this report, the Officer should provide

status report to the Auditor-General. The dertake a review and

report to the National Assembly in the su audit cycle

182. Unsupported Balances

743) The statement of assets and a receivables and cash equivalent

balances of Kshs.20, 491,730 485,5 l9 respectively. However, Management

has not supported the way of detailed schedules. Further, and as previously

reported, included in balance is an amount of Kshs.15,200,000 relating to

cash owed to the Cereals and Sugar Finance Corporation (CSFC) under

winding up ba is however unsupported by way of deposit certificates or

other documentary ing the ownership. In the circumstance, the accuracy

and rec lity of receivables balance of Kshs.20,491,730 and the accuracy

ofthe cash balance of Kshs.448,485,519 could not be confirmed

unting Officer

eiglito un
reflorting

Submissio
744) The Accounting Officer submitted that the breakdown and supporting documents for

'cash anU cdsh equivalent tabulated below are hereby attached for audit verification

745) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to rvind up the

Fund.

Report on tle L-xcunination ofthe Report oftlte .-luditor-Genercrl on the l-inancial Statenrcnts.[or the \tttional Gorennvnt.[or the lear

Dividend receivable Kshs. 5,291,730.00

Investment in CSFC Kshs. 15,200,000.00

Kshs. 448,485,519.00Cash at hand/Bank

ended ifli June 20 l9 Page 148



746) Committec Recommendation
Within three months of adoption of this report, the Accounting Officer shoull follorv up
the revocation order and provide status report to the Auditor-General. Thc Auditor-
General to undertake a revierv and report to the National Assembly in the subsequent
audit reporting cycle

Other Matter

183. Wrong Presentation of Financial Statemcnts

747) Although the cover page states that the financial statements have been prepared in
accordance with the Accrual Basis of accounting method under the International public
Sector Accounting Standards (IPSAS), there is a mix up on the elements. The financial
statements contain the statement of assets and liabilities in place of the statement of
financial position; and the statement of receipts and payments in place of the statement of
financial performance.

748) The original financial statements
is attached on the audit certificate.

had a mix up butlthis was adjusted, revised statement

Submission by the Accounting Officer
749) The Accounting Officer submitted

but this was adjusted, revised

750) Committee Obs
The Comrnittee observe

the Fund.

I financial statements had a mix uplna
on the audit certificate

d that is awaiting National Assembly approval to wind up

751) Committee n
Within three months of tion of this report, the Accounting Officer should follow up
the revocation,egder
General to undertake

and provide status report to the Auditor-General. The Auditor-
a review and report to the National Assembly in the subsequcnt

audit reporting.cycle

184. rncomplete Statement of comparison of Budget and Actual Amounts

752) The statement of comparison of budget and actual amounts reflects total actual revenLle
and expenditure on comparable basis of Kshs.S,998 and Kshs.l,60l,l96 respectively.
I{owever, the budgeted revenue and expenditure is not reflected

Submission by the Accounting officer
753) The Accounting Officer submitted that the year under revier,v no budget was prepared

for the Fund in the Nationat Budget Estimates. This anomaly rvas notel and the budget
statentent rvill be included in future.

Rcpott on tle Lxanination of the Relxtrr of the on the Finattciul Stutentents.[or tlp.\ationd Goternnrent for tlrc lettr
ended j(1" Jtote )0Ir)

..trrditot -Generul
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754) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assernbly approval to wind

up the Fund.

755) Committee Recommendation
Within three months of adoption of this report, the Accounting Officer should follorv up

thc revocation order and provide status report to the Auditor-General. The Auditor-

General to undertake a revierv and report to the National Assembly in the subsequent

audit reporting cycle

185. Unresolved Prior Year Issues

756) As disclosed in Note l2 to the financial statements on progress on follow up of auditor's

recommendations, various prior year's audit issues remained unresolved as at 30 June,

2019. Management has not provided reasons for the delay in resolving the prior year's attdit

issues.

Submission by the Accounting officer
757) The Accounting Officer submitted that pnor year lssues were:

a) Irregular pension payment of Kshs.5 l9
The National Bank credited our

provided us with schedules of
CFS 2,120 on 1't July,202l, and

how the balance of Kshs.30,970 was

deposited to our accounts. W the reconciliation and submitted for

audit review. Failure to figures in Financial statement the Financial

statements were revised ledger figures.

7s8) Committee Obse rngs

The Comrnittee o

up the Fund.

atter is awaiting National Assembly approvalto wind

",i
759) Committbe.$egommendation
Within three,months bf adoption of this report, the Accounting Officer should follow up

the revocation order and provide status report to the Auditor-General. The Auditor-

General td uridertake a review and report to the National Assembly in the subsequent

audit reporting cycle.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

760) Conclusion

186. There yere no material issues relating to lawfulness and eflectiveness in use of public

resources.

Report on lhe Evmtinoliott ofthe Report oftlrc .ltrditor-Genetul on thc Fit

entlecl il)' June 20 l9

runcial Statenenls.[or the .\'ational (ioterntnetl.for the ]'ear
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

761) Conclusion

I'87. There were no material issues relating to effectiveness of internal controls, risk
management and governance. 

;ilj
ASIATIC wrDows AND oRpHANs pENsIoN FtrI{D '.\.

REPORT ON THE FINANCIAL STATEMENTS

762) Unqualified Opinion

,,'"r

t.,'

188. There were no material issues noted during the audit of
Fund.

of the

Emphasis of Matter

189. Failure to Wind Up the Fund

763) As reported previously, the
the only surviving beneficiary

since June, 2002 since the death of

authorized the Attorney
memorandum dated 26 June, Z0lZ

of State for Public Service and The National
Treasury to commence the up process of the Fund. Subsequently, a task force was
appointed by The to wind up dormant funds in August, 2015, which
prepared a draft legal of the Fund. As at the time of finalizing
this audit, the be completed

764) My is not q in respect of this mafier

Sub officer
76s) officer submitted that the as reported previously, the Fund has been

June, 2002 since the death of the only surv iving beneficiary. The National
lished aTaskforce on winding up ofDormant Funds. The National Treasury

and got legal opinion and recommendations from the Attorney General vide his
Ref.AG/CONF/6/E/170 VOL II(5) of tTth May 2019

A cabinet Memorandum on wind ing of the fund vide lener Ref. No. MOF/AC/305C
Vol. 2 (172) of lOth September 2019 was forwarded to the Attorney General and in reply
vide his letter Ref. AG/LDD/I 99ll/81 OF l9th November 2019 he advised that draft
revocation orders be prepared on the fund. The revocation order 2020 was done and
submitted to the cabinet for consideration and approval

Report on the Exonination ofthe Report o-fthe the .\'ational Gor.emnent for the I'ear
ended 30t'June 2019

.,ludilor-Generul on tlv Financial Statentents for
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767) The Head of Public service vide letter ref no. CAB/GEN.3llll YOL.XVII/(I8) dated

ind March 2021 communicated The Cabinet Approval for revocation order of the Fund'

The Orders were forwarded to Attorney General's Office vide lefter REF

AG.MOF/AC/305C VOL.2 (213) dated 12 April, 2021 for onward transmission to the

National Assembly.

768) With the conclusion of the winding up, the issues raised by the Auditor will be fully

addressed.

769) Committee Observations and Findings .a :
The Committee observed that the matter is aw-aiting National Assembly approvdl to' intl,:up

the Fund.

770) Committee Recommendation
within three months of adoption of this report, the Accounting "l[1o,,o*,n

772)

the revocation order and provide status report to the

General to undertake a review and report to the

audit reporting cycle

REPORT ON LAWFULNESS AND
RESOURCES

771) Conclusion

190. There were no material issues

resources.

REPORT ON
AND GOVERN

The Auditor-
in the subsequent

USE OF PUBLIC

rhe Firtcutcial Starenrents lor the .\'crtional Govetnnrent for the l'ear
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and effectiveness in use of Public

CONTROLS, RISK MANAGEMENT

issues relating to effectiveness of internal controls, risk

governance

I]NION AND OTTIER INTERNATIONAL ORGANIZATIONS

ON FI]ND

REPORT ON THE FINANCIAL STATEMENTS

Basis for Adverse of OPinion

192. Lack of Proper Books of Accounts

191. There

Report on the Exauination o.f the Report of the

ended i0t'June 2019

.luditor-General ott



773) The Fund did not maintain proper books of accounts including receipt vouchers. cash
books, ledgers. and bank reconciliation statements. Further, the suirmaryof budget versus
actual perfonnance reflects budgeted revenlre estinrates of Kshs.2,6 50:892.952- based on
l0o/o of total estirnated import declaration fee. I-lowever, supporting documents showing
how the amount was arrived at were not availed for audit reviiw. In addition. the statement
did not indicate the estirnated expenditure for the year contrary to Section 2 of the
Appropriation Act, 2016.

774) Consequently, the validity, accuracy and completeness of the financial statements for
the year ended 30 June, 2019 as prepared and presented for audit could not be established.

Submission by the Accounting officer
775) The Accounting Officer submitted that the by the time of audit, books were not availed

but were later availed. Further, it true that the summary of budget and actual perfonnance
reflect a budgeted revenue estimates of Ksh.2,65 0,892,g52. The expenditure was budgeted
at Ksh.4,144,040,778 under head 1071000100 - subhead l6- Subicriptions to Local and
International Organizations. The expenditure is based on the agreements/memoranda
between the government and the institutions Kenya subscribes too. ihe expenditures were
funded though exchequer and not through the Fund. The documents were not availed at
the time of but were later provided.

776) Committee Observations and Fi
The Committee observed that the matter

nd
National Assembly approval to wind up

the Fund
IS

777) Committee Recom
Within three months of report, the Accounting Officer should follow up

report to the Auditor-General. The Auditor-
report to the National Assembly in the subsequent

the revocation order
General to undertake
audit reporting cycle.

and

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Basis for Conclusion

193. Non-Payment of Govcrnment Subscription to African Union

778) Regulation 4 of Public Finance Management (African Union and Other International
Organizations Subscription Fund) Regulations,20lT provides that the object and purpose
of the Fund shall be to make Kenya's contlibution to the Afi.ican tnion and other
international organizations to which Kenya has a financial obligation. However.. the Fund
did not pay the Governrnent of Kenya's contribution to the African Union and Other
International Organizations in the finaricial year clespite avaitabitity of substaltial firnds for
the purpose.

Repon on ilrc F-xuntinatiott ofthe Relxrt of tlu on tlte [;innnciol Stoteilrcnts for tlrc .\'atiotnl Goyernnent fot. tlrc l etrr.

ordetl )U ,/une 1019

1 u<li t or -Ce n e ra I
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779) Management is in breach of the lau'to this extent

Submission by the Accounting officer
780) The Accounting Officer submitted that the Subscriptions were budgeted under head

i OZ t OOO t 00, subhead l6- Subscriptions to Local and International Organizations.

781) As indicated in Paragraph 190 above, there was no expenditure from the Fund butthe

subscriptions were paid fi'om Exchequer. Therefore, the Government met its obligations of
paying subscriptions that were due.

782) The Fund had not started operating because the fund administrator had not been

appointed.

783) Committee Observations and Findings
The Committee observed that the matter is awaiting National Assembly approval to wind

up the Fund.

784) Committee Recommendation
Within three months of adoption of this

the revocation order and provide status

undertake a review and rePort to th
reporting cycle

194. Non-Operationalization of the

785) The secretariat necessarY

2019. This is contrary to
and Other International O

was

report, the Accouhting bfficer should follow up

to the Agditor-Geireral. The Auditor-General to

e Natitinil,:,Assembly in the subsequent audit

the Fund had not been set up as at 30 June,

Public Finance Management (African Union
Subscription Fund) Regulations,20lT ' The Fund did

not therefore, utilize the for the period.

Submission by the

786) The Accounting O submitted that it was true that by the time of audit the Fund

not opdi'etional. This was due to the fact that there was no Fund administrator.

However,, the Fiind is current ly operational after the Administrator was appointed.

787) 'Committee Observations and Findings
The Cornmittee observed that the matter is awaiting National Assembly approval to wind up

the Fund.

788) CommitteeRecommendation
Within three months of adoption of this report, the Accounting Officer should follow up

the revocation order and provide status report to the Auditor-Gencral. The Auditor-

General to undertake a review and report to the National Assembly in the subsequent

audit reporting cYcle

Reltort <tn the Excrntintilnn ol tlrc Report of the .ltrclitor-Getrcrol on

endetl )0" Jttne )019

the F irutncful Stcrlenrcnls .lor the .\'alional Got'ernment .tor the I eor
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion

I95. Limited Segregation of Duties

789) Contrary to the provisions of Section 68 (l) (e) ofthe Public Finance
2012 which requires accounting officers to ensure that all applicable
financial controls
processed by one
were inadequate.

and systems are followed, the financial transactions for
officer without segregation of duties. Consequently,

'tu41

andr

Submission by the Accounting officer
790) The Accounting Officer submitted

adminishator and secretariat had not been fully
established.

791) Committee Observations and Findings
The Committee observed that the matter is
the Fund.

792) CommitteeRecommendation
Within three months of adoption of
the revocation order and p
General to undertake a

audit reporting cycle.

that it was true that by the Fund
have all been

approval to wind up

Accounting Officer should follow up
to the Auditor-Genertl. The Auditor-

to the National Assembly in the subsequent

t
I
I

I

I
I

i
l

I
I
I

I
l

I
I
t

i
1

I

I
I

,l

i
I
1

1

I
I

Report on the Exanilnation qf the Report of the .l Statenrcnts for the \ational Goternnenr for tle l'ear
ended i0t'Jnne 20!9

nditor-Generul on the Financiol

Page 155



4. STATE DEPARTMENT FOR PLANNING

REPORT ON TI{E FINANCIAL STATEMENI'S FOR VOTE 1072

Mr. Saitoti Torome, the Accounting Officer for the State Department of Planning (Vote

l07Z) appeared before the Committee on 14th September 2021and 23'd November 2021

to adduce evidence on the Audited Financial Statements for the State Department of
planning (Vote 1072) for the Financial Year 201712018. He rvas accompanied by the

follorving officers:

l. Mr. Sammy Naporos

KVDA
2. Ms. Veronica Kamau

3. Mr. Titus Chemursoi

4. Mr. Joshua Musoti

5. Mr. Anthony M. Nduthu

6. Mr. Peterson Njenga

7. Mr. Elias N. Njoroge

8. Mr. John Munywoki
9. Mr. Pinto O. Omuga

10. Mr. James Mungai

I l. Ms. Emma M. Kinatu

12. Ms. Priscilla Njuguna

MD - Kerio Valley Development Authority

Principal Ecoilb-mist'

f

Officer

Basis for Adverse Opinion

196. Unsupported Su

793) As disclosed in to the financial statements, the statement of assets and

liabilities as 30 l9 reflects accounts receivables balance of Kshs.45,758,389,

which inc a district suspense figure of Kshs.45,008,684. The district suspense figure

has been, as the balance outstanding from Kshs.700,500,000 disbursed to various

Regional s in the financial year 201612017 for drought intervention measures

out of which Kshs.655,691,316 had been converted to expenditure as at 30 June 2019

Assist. Accountant General

Finance and Accounts Manager KVDA
Finance Manager KVDA
Finance Officer

Snr

u,rug.iriKNns
Finanii: Officer

. [Iowever, a review of expenditure returns from the Regional Authorities showed that out

of the total indicated as converted expenditure of Kshs.655,691,316 only Kshs.430,451,134

had relevant supporting doiuments, leaving unsupported balance of
Kshs.225,040,182.

794) Further, even though the funds disbursed in 201612017 financial year were to be

utilized in the sarne year in accordance with the approved work plans that were used in

disbursing the funds. the Regional Authorities have continued to trtilize the funds for over

three yeai.s without upprouulr of the activities being executed after the expiry of the

.*..1',iion work plal iipre Iines. Consequerttly. the accuracy and cotnpleteness of the

accounts receivables balance of Kshs.45.758.3 89 as at 30 June. 20 l9 cattnot be confirrled.

Report on lhe E\amnolion of the Report qf tlrc .1

eruled.](ti'Jnne l0l9

ilrc Financiol Stutenen:s.[or the.\'tttiona| Ooteumrcnt.for the Ieqr
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Submission by the Accounting Officer
795) The Accounting Officer agreed with the audit findings on review of expenditure

returns frorn the Regional Authorities that out of the total indicated as converted to
expenditure of Kshs 655,691 .3 l6 only Kshs 430,45 l. 134 had relevant supporting
documents leaving unsupported balance of Kshs 225,040,182 as at 30th June 2019. The
Regional Authorities have accounted for Kshs 632,905.707 otrtof the Kshs.700,500,000
issued to them leaving a balance of Kshs 67,594,2g3 as unsupported. Further, the State
Department has written several letters to the Accounting Oificer where the Regional
Authorities are domiciled with the most recent being Ietter ref fNfpls Dp/17/05(Ot ) dated
6TH Septelnber 2021 requesting the accounting officer to recover the money from the
respective Regional Authority's budgetary allocations and forwarded the recovlries to the
state Depaftment for onward transmission to the consolidated fund.

796) CommitteeObservations
(i) The Regional Authorities have accounted for Kshs 632,905,707 out of the Kshs.

700,500,000 issued to them leaving a balance of Kshs 67.5g4,2g3 as unsupported; and
(ii) The State Departrnent has written several letters to the Aceounting Officer where the

Regional Authorities are domiciled with the most recent being letter ref
TNTP/SDP/17/05(01) dated 6rH September 2021 requesting,the accounting officer to
recover the money from the respective Regional"Authority,:js'budgetary allocation.

797) CommitteeRecommendation
Within three months of adoption of this Accounting Officer responsible for
the Region
Kshs. Kshs
for review.

al Development Auth ure that the outstanding balance of
67,,594,293 is fully a report submitted to the Auditor-General

* 't'rn

rec

197. Prior Year Adi
798) As disclosed financial statements, the statement ofassets and liabilities

reflects prior year totaling Kshs.30,798,591. However, the adjustments have
not been done in line with
Standards (IPSAS) Numbe

Paragraph 47(a) of the International Public Sector Accounting
r 3, which requ ire restatement of all affected prior year balances

in the financial statements unless it is impracticable to do so. Consequently, the statement
of assets and liabilities for the year ended 30 June,2Ol9 do not comply with International
Public Sector Accounting Standard (Cash basis)

Submission by the Accounting Officer
799) Tlle Accounting Officer submitted that it was trr"re that in Note 14 to the fina.cial

statements the statement of Assets and Liabilities reflects a prior year adjustrnent totaling
Kshs' 30,798,591. The state Department did not need to restate the pritr balances since
there was no change in the balances. Note l4 to the flnancial staternents was just explaining
the movernent in the figures as shown on the table below:

Report <>tt tlrc E\entrnution o/ rlu Report o/ tlrc ..1rrclitor-Genetzrl on the

ended j0 ' Jnte )0 !<)
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Prior Year Adjustments
RemarksYear

2018-
Prior
Adjusted
2019

201712018SNO Description

Being amounts surrendered to the

Exchequer as at 30th June 201 8

Being Bank balance as at 3Oth June

2018

12,191,814 63,173

94,172

8,333,772

I Bank Accounts

Recurrent
Recurrent(cash)

Development

Deposits

Being Imprest surrendered in the

year 2018/2019 relating to

2017/2018

Being Salary advance recovered in

the year 201812019 relating to
?017/201'8.

,Beihg drought AIE amounts

lqohverled to expenditure in the

y"u, 2}l8l2)lg relating to

201612017.

29,313,976

117,590

..'t''q

2,209,6802 Accounts
Receivables

Imprest

Salary Advance

District Suspense

Being recognition of the DePosit

bank balance as at 30th June 2018

funds.

- 
\i'11*rz

'rtnflz'-*{

3 Accounts

Payables

Deposits

^\y'
'3E7gs,sgt.oo

800) Committee
(i) The financial

adjustment totaling

Find ings
of Assets and Liabilities reflects a prior year

798,591

need to restate the prior balances since there was no change(ii) The state Department d not

801)'Committee Recommendation
Td Acqonnting Officer should ensure that the entity keeps up-to-date and reconciled

financial and accounting records that comply with provisions of Scction 68(2) of the PFM

Lct20LZ and that complete financial and accounting records are presented within three

(3) after the close of the financial year in linc with Article 229 of the Constitution.

198. Variances betrveen Amount of Appropriations-In-Aid (AIA) Presented and

Amount Collected

802) As disclosed in Note 3 to the financial statelnents, the staternent of Receipts and

[ayments, reflects a balance of Kshs.71.000,000 ltnder other revenues, being

Afpropriations-ln-Aid collected during the year. However. documents in support of other

revenue earned. received. confirmed and reported in the financial statements of

Report on the Erantinalion ol the Report o.f tlrc.lilitor'Geterql on the

ended j(f' June )0 l9

Finttnciol Sturements.[or the .\'ational Got'entntent.fbr the l'eor
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the Kcnya National Bureau of Statistics (KNIIS) anrounted to Kshs.279.195.885 againsr a
budget of Kshs.71.000,000. The accounting treatment of the resultant variance of
Kshs'208,195.885 has not been explained. Under the circumstances, it has not been
possible to confirrn the accuracy of the other revenues balance of Kshs.71.000,000 reported
in the financial statements as at 30 June. 2019.

Submission by the Accounting Officer
803) It is true that note 3 to the financial statement, under the statement of Receipts and

Payment reflected a balance of Kshs 71,000,000 as AIA. This figure was based on the
approved budget.

804) The Kenya National Bureau of Statistics collected excess AIA of Kshs 208,195,885
which they were expected to surrender to the Accounting Officer for onward transmission
to the consolidated fund as guided by Regulation 43 (c) of the PFM (National Governrnent)
Regulations 2015. The state Department through lener Ref TNTP/SDpl17/82 VOLI l(20)
has requested the Kenya National Bureau of Statistics to surrender the excess AIA that they
collected.

805) Committce Obscrvations and Findings
The Kenya National Bureau of Statistics collected
were expected to surrender to the Accounting
consolidated fund as guided by Regulation 43
Regulations 2015.

,,, ":tlj
i.:

806) CommitteeRecommendations ie,'"*t :,
rt, the Accounting Officer ensures the

excess AIA of,Kshs. 208,195,885 that they

Qfficer for onward transmission to the
(c) of the'PFM (National Government)

(i) Within three months
Director-Gencral for
Kshs. 208,195,885.

(ii) Within three months
the Auditor-G
Treasury.

of ad

KNBS de to the National Treasury excess AIA of

f this report, the Accounting Officer submits to
n of surrender of the excess AIA to the National

199. Acquisitio;i of Assets

199.1 unsupported Participants and other Ailowances on MTp III

807) As disclosed in Note 9 to the financial statements, the statement of receipts and
payrnents reflects a balance of Kshs.320 ,844,976 under acquisition of assets that includes
an alnount of Kshs.297,981,180 incurred under research, studies, project preparation,
design and supervision. The latter balance inclucles an amount of Kshs.79,Of O,OOb paid as
imprests to various officers to facilitate forums in the Counties. The imprests were for the
officer's daily subsistence allowances, hire of venue, transport reimbursement to the
participants, accorttrnodation allowances to participants in Counties, facilitation for report
writing, facilitation for presenters. hire of LCD projectors pnd public acldress systerrs.
stationery. security. fuel and other contingency expenses.

808) I-[ou'ever. evelt though a listing indicating participants' signatures for nronies received
fi'om the paf ing officers n'as producecl. details of the venues lor the meetin_es incllcling

lleport on tlte Lrutninotion of the Report of thc .hdiror-Generctl rnt the L-intncnl Stutennilts for thc .\'cttiottul Coternntent fttr tlrc ] ectr
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ho1r,the veltues \\,ere procLrred and paicl fbr werc not availcd fbr atrdit verifications. In

addition, no details basid on identification of the parricipating citizens rvas availed lbr aLrdit

verification apcl confirnlation as the listing provided had no telephone contacts of the

participants. Consequently. the propriety and accuracy of this expenditure o1'

kshs.79,016,000 under acquisition of assets could not be confirmed.

Submission by thc Accounting Officcr
809) 'fhe Tirird MTP was ofn.iutty laLrnched by t1.E. the Deputy President on 23rd

November 2018. The Third Medium Term Plan 2018-2022 sttcceeds the Second MTP

2013-2017 and outlines policies, programrnes and projects fbr implementation over the

Ptan period with particular focus on achieving the Governments "Big Four" Agenda. Tlie

MTP III also incorporates programmes and projects aimed at achieving the Sustainable

Development Goali (SDGs), Af ica's Agenda 2063 and other regiortal and international

deve loptnent frameworks.

810) In order to ensure successful implernerrtation of the Third MTP and its 28 Sector Plans,

and, The National Treasury and Planning through the State Department for Planning

disserninated the Plan in all Cor.rnties to ensure that all stakeholders are conversant with the

Government's rnedium term development priorities. The Dissemination forums were in

line with Constitutional reqr"rirement ol' infonning 1t1s public on Governrnent policy

decisions. The dissemination forums were held concurrently in all counties between 24th

Irebruary and 5th March 20l9.

8l l) The State Department prepared a detailqdip-.Ioposalon dissemination of Mediurn-Term

irlan (MTp ZO|S-2022). the disseniinatioill.,,p;oposal was shared with Head of Public

Service for information, concurrenqe and communication to all Principal Secretaries for

their parlicipation. The disseminatioh:propbsal was approved by Principal Secretary State

Department for Planning upori regeiving concurrence from Head of Public Services vide

letter Op/CAB.6/l A of t2th Februhly 2019. The approval was done on I 8th February 2019

to facilitate necessary preparhtions for the dissemination forums.

2.1.1 Identification of Vcnuei and Participants

812) The dissetnination forums were organised by State Department fbr Planning and since

it involved holding the forums in the counties, there was appropriate to involve offices of
County Commissioners and offices of Governors. In view of this, the State Department for
pla6ing officially wrote to Principal Secretary fbr Interior infonning him of the fbrurns

and reqtiesting liim to issue a circular to all County Commissioners inlbrrning them of the

forums. The Circular directed County Con-rmissioners to:

i. Identify ancl book a suitablc venuc tbr 150 participants prelerably Governtnent

Ilstitutions rvhere appropriate. As noted in Annex I of Proposal. the cost of ventte includcd

teas, snacks. \\,ater ancl lunch. It is important to note that in counties such as Kisumtt.

Mombasa, Nairobi and Baringo. fbruur veltues were in Goverlrment institutions. In tnost of

the other Counties. Government venues u,are not adeqtrate to host 150 particillatrts or rvere

6ot availablc clgring t[e Fonrrn dates hence the alternative venues sought 1r'om private

institutions to host the fbnrnrs. It is also observed that apart fl'om Nairobi and Mombasa.

Repon rn the E\cutliiilttotl o/'tlrc Report ol the .-lutlitor-(iettertl tnr tlte Fittttttc

enfud jtl' ,lturc )019
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il

iii. Provide security in all the Forum venues.

iv. Similarly, the State Department
Governors informing her of the
same to Offices of the
liaised with County Com
spirit of inclusivity

t;

to Chief Executive Officer, Council of
ing her to officially communicate the

of the Governors though County Secretaries
identifying participants for the Forums within the

the cost of venue and meals u,as Kshs. 3.000 per pamicipant (Kshs.450.000 per county).
The cost incurred were paid in cash to institutions as per receipts.

Identify 150 participants from all segments of society in consultation with County
Government. It is important to note that proper guidance was provided to County
Comrnissioners in identifying participants to ensLrre that diverse groups are represented.
The participants identification guide included the following categories; Governors.
Senators, County Commissioners, Members of National Assembly, County Executive
Cornmittee Members, Government Departmental Heads, Ward representatives, youth
Representatives, Women Representatives, Religious organisations, private sector,
Development partners, Civil society, Media and village elders. The State Department for
Planning had the view that. County Commissioners had better structures of administration
that could effectively be utilised in identification of targeted participants. It is appreciated
that the Public Participation Guidelines strongly calls for representation of all segment of
the population. The State Department for Planning conducted the exercise based on the
participants availed in the identified venue by the County Commissioners in consultation
with County Governments guided. Requisite payrne,pts 

"were,made to individuals who
attended the dissernination forums at the end of tho.event. i^;.

813) Committee Obs and Findings
(i) of the venues for the meetings including how the venues were procur.ed and paid Details

for were not hvailed for during the audit verification
(ii) The dissemination forums were organised by State Department for planning and since it

involved holding the forums in the counties, it was appropriate to involve offices of County
Commissioners and offices of Governors.

814) Committee Recommendations
The Cabinet Secretary for the National Treasury should rvithin three (3) months of
tabling this report, reprimand the Accounting Officer for failure to provide documents
at the time of audit contrary to the provisions of Scction 9(1e) of the Public Audit Act
2015.

199.2 Irregular E,xllenditure on Refurbishment of lluildings

Report on tlrc Etuuinotiott ofthe Report oftlrc.1uditor-Genetztl on tlrc Fittottctol Stotenrcnts .[or tlrc .\'utionttl (]ot erntnent ktt. rle |ectr
endcc! i(l'' June )019 Page 161



gl5) Irufiher, the acquisition of assets figure ot- Kshs.320.844.916 as reported in the

statement of receipti ancl payntents includes an amount of Kshs.20,802,795 in respect of

refurbishment of tuildings. I-lorvever. the latter balance includes incorrectly classified

pa),rnents for internet totaling Kshs.20.000,000 from a supplier whose details of how they

were identified and pro.,.,r"d rvere not availed for audit verification. There rvas also no

certificate of inspection and acceptance to show that the service was received as detailed

in the contract. Additionally, included in the refurbishment expense is an amount of

Kshs.478,885 in respect of payment for retention monies for which the contract under

which it accrued and the opening balance was not provided'

Submission by the Accounting Officer
gl6) The State Department states that there was a pending bill owed to M/s Telkom Kenya

Ltd of Kshs .23,653,841.10 for the supply, delivery and installation of internet services (WI-

FI) adapters and related a"""sroiiit in the 107 sub-counties. The expenditure of

rcshs.ZO,OOO,OOO was part payment of the outstanding bill leaving a balance of

Kshs.3,653,841.10. Weagree'witntf,"observationthattheexpenditureofKshs.20,000,000
was wrongly charged to iefurbishment of buildings. However, the budget allocation for

clearance oitt',ir pending bill was provided for under the charged budget itern.

817) The Accounting Officer clarified that M/s Telkom Kenya Ltd was awarded the contract

through open tendering procurement method under tender No

department vide memo Ref
l4 as evidenced by minutes of the Tender

TNTP/SDP/3/3Ordated I 5th February 20
Committee. The userMODP/C EI SP 8 I 3 4 120 | 3 / 20
l9 confirmed that the

services had been rendered and the amount to M/s Telkom KenYa Ltd.

trtlitor-(ienet uI ttn

19

8l

Submission by thc Accounting Officcr
gl9) The Accounting Officeisubmitted that Kshs.28,354 504 was paid to the Government

'printer 
for printing-of 15,000 copies of MTP III 2018'2022 and 28,000 copies of the MTP

Ill Sector plans rvis charged r',nd.r. 
""onomic 

item 3l I l40l -Prefeasiability, feasibility and

appraisal Stuclies ft.om which the cost of the printing was budgeted for. An accottnts

analysisreportfromlFMlsshorvingthattheexpenditurewaschargedtoitern3lll40l is

attached.

820) Committce Obsen'ations Findings
The Statc Dcpartment paicl Kshs.28.354 5-04 to the Governr.rrcrrt Pritrter fbr printirrg o1'15-000

copies o1.MTp Ill 201 g-2022 and 2g.000 copies of the MTP III Scctor Plans. The payruetlt was

chargecl u,cler ecopomic item 3l ll40l-Pref'easiability'. feasibilitl'and appraisal Studies

lleptsrt on tlte F.xLtrtrrtttttion rtl tlte Repot t ol tlt .1

emled )ff .ltrne lo lt)

the I"ittctttckrl Stutenents./br thc .\ttltttnul Gotarnnrcnt.fir tha I cut'
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821) CommitteeRecommendation
The Accounting Officcr should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply $,ith provisions of Section 6g(2) of the pFM
Act 2012 and that complete financial and accounting records are prescnted rvithin three
(3) months after the close of the financial year in line rvith Article ZZ9 of theConstitution.

200. Supplies and Scrvices

Submission by the Accoun
823) The expenditure ent of Internet Services and acquisition of mobile

phones for State State Department wish to clarify that while Circular
Ref No. OP/CA March 2010 sets a limit of Kshs.30,000 per phone,
Paragraph C(v) of ircular provides that to ensure sustainability of efficient and
quality , procuring entities should embrace emerging technologies. The
State idered this provision and the dynamic nature of the
telecommunicafion industry in providing Senior Staff with rnobile phones which would
support
purbhase

latest technology and service delivery. In this regard, the State Deparlrnent
d a total of Eight (8) phones thro ugh Request for Quotation (RFe) procurement

method from finns registered with the National 1'reasury under the Reservation Scheme.

824) fhe market surveys were provided frorn phone dealers (i.e M/s Safariconr Lirnited &
M/s Ebrahim Electronics Lirnited) and the terms of payment were cash on delivery.
However, taking into consideration that this procurement was reserved for special grorp,
who are not dealers; that they were to be charged applicable taxes and that payrnelt was
not on cash basis. the quoted prices were considerecl to be n,ithin the market iange. The
quotation documents are herewitlt attached.

825) Further. the expenditure of Kshs.3.653.g4l .00 rvas rhe fi
pending bill of Kshs.23.653.841.10 ou,ed to M/s Telcorn
internet services to facilities constructed throu_ch the CEISP

Ilepon on ilrc E\uninution ol tlte Report o/'rhe Stntenents.[or tlrc .\'utionul (]oternntent for tlrc ) eur

nal payment in regard to the
Kenya Ltd for provision ol-
Pro.iect in 107 sub-colrnties.

etuled ifl' June ]l)19
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826)
i.

ii

The contract was awarded through contract No. NCB: MODP/CEISP8/34I201312014

entered into on 27th November 2014 for the supply, delivery and installation of internet

services (WI-FI) adapters and related accessories in the 107 sub-counties as per the

notification of award and as stated in paragraph 199.2 of this document.

Committee Observations and Findings
The State Department incurred unwarranted expenditure of Kshs.3l4,000 on

procurement of phones above the market price and unjustified expenditure of

Kshs.933,996 due to exceeding the set limits of Kshs.30,000 per phone.

The expenditure of Kshs.3,653,841.00 was the final payment concerning the pending

bill of Kshs.23,653,841.10 owed to M/s Telcom Kenya Ltd for provision of internet

services to facilities constructed through the CEISP Project in 107 sub-counties'

827) Committee Recommendation
1) Within three months of adoption of this report, the Accounting Officer recover and

2)

Kshs.314,000 on procurement of P

expenditure of Kshs.933,996.00.

e market price and unjustified

201. Unresolved Prior Year

201.1 A ccuracy and Com Financial Statements

201.1.1A ccuracy of I ments

828

a total.of Kshs.36,765,553,336 resulting to unexplained variance of Kshs.39,925,000 which

clearly indicated that some receipts during the financial year were not captured in the

accounting records and the financial statements contain a suspenSe account.

Submission by the Accounting Officer
829) The Accor.rnting Officer subrnitted that the Committee resolved the matter in its report

tabled on 23rcl March 2021 and adopted by the House on 24th June,202l.

830) CommitteeRecommendation
The Accounting Officer should ensure that thc entitl' keeps up-to-date and rcconciled

Report on the E\ctntin(ltion o.f rhe Report o_l the ..lttditor-Generol on lhe Financial Stolentents.fot'tle -\ ationol Govnunent lbr the l ear

ended it"l'June 2019 Page L64



financial and accounting records that comply rvith provisions of Section 68(2) of the pFM
Act2012 and that complete financial and accounting records are presented n,ithin three
(3) aftcr the close of the financial year in Iine rvith Article 229 of the Constitution.

201. l.2Unsu pported Adj ustments

831) Management submitted for audit financial statements on 28 September 2018, which
was revised, and another set of financial statements subrnitted on 27 February 2019.
However, the movements in the balances noted in some of the components as detailed
below were not supported by any documentation or adjustrnent journals:

ponent nd Financial Statements Financial rlance

) tcments (Kshs. hs.)

Cle 3,322,660 ,322,660
uspense

Year Adjustments 563,400,307) 488,660.-397) ,739,910)

832) Under the circumstances, the accuracy
the year ended 30 June 2018 could not be

Submission by the Accounting Officer
833) The Accounting Officer su

been recognized as cleared and
district suspense and the prior
further reconciliation, it
had to be recognized as
journal entries and an
committee in their
the balances

the fi nancial statements for

strict Suspense of Kshs.73,322,660 had
prior year adjustments hence affecting the
figures in the financial statements. Upon

amount had remained unaccounted for and thus
istrict suspense balance through journal entries. The

outstanding district suspense figure is attached. The
on 23/3/2021 observed and found that the movements in
Clearance Suspense balances had now been supported by

adj ustment jo,urnals.

834) Comlnittee.Observationsand Findings
The Committee observed that it resolved the matter in its report tabled on 23d March 2O2l
and adopted by the House on 24t1, June, 2021.

835) CommitteeRecommendations
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accouttting records that comply with provisions of Section 68(2) of the pFM
Act2012 and that complete financial and accounting rccords are presented rvithin three
(3) after the close of the financial year in linc with Article 229 of the Constitution.

201.2 Receipts

201.2.1Procecds from foreign borron,ing

l?eport on tlrc Eyrtrtintttiott ol'rhe Repul o/ thc .ludrtor -Generttl on llp l'inancful Stutetneilts.[or tlp \.otiontl Got.erntnent fttr the I tur
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t

I

20l.2.l.llJtrsupporterl Advance Paymcnt lbr Arror Multipurpose Dam

Development Project

836) The statement of receipts and payrnents reflected proceeds frorn foreign borrorvitrgs of
Kshs.4,526,966,879 as at 30 June. 2018 which inclr.rded an amount of Kshs.4,292,651,060

paid as advance payment to CMC Di Ravenna-ltinery JV as advance paynlent for Arror

ii4ultipurpose Dam Development pro-jcct. Ilowever, the follou'ing observations were noted

about this payrnent:
i. The report on feasibility was submitted on 3 I May, 2012. No E,nvironmental Impact

Assessment reporl was provided lor audit revierv.

ii. The advertisement requesting for proposals was made on l9 December-2014 and24

December, 2014 and closed on l8 March,2015

iii. A second stage request for proposal (which was not in line with procurement regulations)

with closure date of 30 October 2015 under tender No. KVDAlRFPl36l20l4l20l5

without appropriate budgetary provisions or a flnancier for the project.

iv. The letter of bid was prepared on 26 October 20 I 5 and letter of acceptance by Kerio Valley

Developrnent Authority prepared on l4 December, 201 5.

v. Kerio Valley Developrnent Authority signed a Memorandum of Understanding

on l8 December 2015 cornmitting to exclusively contract the bidder as and when they

obtained fr"rnding from some stated financiers. The rnemorandum had a validity period of

eight months which then expired on l8 AugtlSf,'2016. There was no evidence of extension

provided for audit verification. ,

vi. The credit/finance was obtained-iB QQ

l8 April 2017 amounting USD,$224,

a period of fifteen (15) yearsa4d,a floating interest rate to be deterrnined from time to

tirne by the agent.

vii. The contract awarding,the works was signed on 5 April,20l7 seven months outside the

validity period of the Memorandurn of Understanding but no fresh bids were sought.

viii. Advance claim certificate of USD 41,611,140.83 (representingl5% of the contract sum)

equivalent to Kshs.4,292,651,060 which was used fbr payment was not dated, had not

been recommended by the KVDA General Manager, Technical Services, and rvas not

approved by the Chief Executive Officer'- KVDA.

ix. No evidelce of the payee, the date of payrnent or the authority to pay was availed for

audit exan,ination.

x. No evidence or correspondence to show that the payment was made to the contractor by

the financier Llpon obtaining the necessary approvals or to enstlre there was delivery and

conipliance with contract tertns was availed.

xi. An inspection carried out bythe auditleam on 5 April.20l9 revealed that:

a. Even though the advance payutent rvas made through a lnctlloralldunr paytnetrt voucher

clatect 7 Decenrber. 2017. no rvork had been dotre on the groutrd to covcr the pa1'lnetrt.

b. No col.rlpensation had been made for the aflected cotntrturtitl tnctubers.

llL,pot.t otl tlu [:xtmtntrtron o/'tlte lleport oItlrc .ludttor-Gt'ncrul otl tltt ["itrrrttciol Stutencnts./ir

gdel -itl JtilE :019
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c Kenya Forest Service had not ceded the forest portion required for utilization in the danr
construction

d. The agreement between the affected community and the Kerio Valley Developrnent
Authority had not been confirmed and therefore viability of the project is in doubt.

Submission by the Accounting Officer

837) The matter be stayed under sub-judice rule as recomrnended by the Committee, a report
on the status of the chief nragistrates' court, anti-corruption case No l8 of 2019.

838) Committeellecommendation
The Committee resolved that since the matter falls under the National Assembly
Standing Order 89, the Accounting Officer should, within three months after the tabling
and adoption of this report, submit a brief on the status of the Court case to the National
Assembly.

20l.2.l.ZUnsupported Payment for Sigor Wei tdd Development Project

from foreign borrowings of839) The statement of receipts and

del

flect
Kshs.4,526,966,879 which includes Kshs.234,315,819 made on behalf of
Kerio Valley Development Autho ln of Sigor Wei Weilntegrated Development
Project. However, the foll were noted about this payment

i) The financing audit was made on 28 January, 2007 anda further
endorsement made 2009.

ii) The project

had detailed
fespan of four years beginning l8 September, 2009 and

for each phase of the project and therefore the agreement
lapsed on 18 ,2013

iii) The memorgndym payment voucher for capturing the payrnent consultants were
prepared by KVDA in July, 2017 which was more than three years outside agreement
timelines for implernentation.

iv) No further endorsement of financing loan agreement was provided in support of the
validity of expenditure being captured in the financial statement.

v) Payrnents totaling Kshs.41,259,819 out of Kshs.234,3 15,819 dicl not have certificate
of completion f}ont the inspection and acceptance committees hence not adeqgately
supported for paymerrt.

Submissiolt by the Accounting Officcr
840) The Accounting Officer submitted that the financing agreernent availed for auclit rvas

made on 28 Janu ary 2007 and a firrther endorsenrent rnade on l8 Septembcr 2009. The

I

Report <tn llrc lirunttnotion of the llepot.t oftlp .l on the f inanciul Stuteilrcnts .for tlrc .\'crttoturl Got ernnrcnt for tlrc I ectr
encled jl" Jure l0 l9
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Payrnent of Ksh.41.259.819.00 ri,hich is Euro 372,435.55 mLrltiplied by 110.78 (1-he

prevailing conversion rate) rvas supported by an inspection and acceptance certificate of
rvorks dated l3th Januarv 2017.

841) Committee Observations and Findings
842) The State Department did not provide at the time of audit certificate of completion to

support payments totaling Kshs.4 1.259,819 out of Kshs.234.3 15.819.

843) CommitteeRccommendation
The Accounting Officer should ensure that the enti{' keeps up-to-date and reconcilcd

financial ancl accounting records that comply rvith provisions of Section 68(2) of the I'FM
Act2012 and that complete financial and accounting records arc presented rvithin thrce

(3) after the closc of the financial year in line rvith Articlc 229 of the Constitution.

201,2.1.3 Unrecordcd and Unsupported Retention Money

844) The statement of receipts and payments reflected proceeds from foreign borrowings
of Ks1rs.4,526,966,879 which excluded retentions totaling Kshs.11,472,805 in respect of
payments to contractors and consultants for Sigor Wei Wei lntegrated Developrnent

Project Phase III. In consequence, the authenticity of pro.ceeds fiom foreign borrowings
and the propriety of the payrnents therefore amounting to Kshs.4,526,966,879 could not

be confirmed.

Submission by the Accounting
845) The Accounting Officer

in its report for the financial
subm
Officer

d that

'.1.

tH'e committee marked the matter as resolved
18

846) Committee Recom
The Accounting Officer en'Sure that the entify keeps up-to-date and reconciled

financial and accoutt that comply with provisions of Section 68(2) of the PFM

Act2012 and that com ,financial and accounting records are prcsented lvithin three

(3) after the close of the financial year in line with Article 229 of thc Constitution.

201.3 Other Revenues

847) The statement of receipts and payments reflected other revenues of Kshs.294,587,507

being Appropriations-in-Aid collected in 201712018 financial year. However, the

supporting clocurnents availed to confirm other revenue earned, rcceived, confirttled
and reported in the financial statement of the respective SAGAs amounted to

Ks|rs.668,322,928 against a budget o1'Kshs.296,000.000. 'fhe accounting treatment of the

amounts that are above the recorded balances has not been explained as anall'zed belor.v:

GAs udgcted nt
lExccss 

AIA 
lExccss 

AIA
I lsurrcndcred/tl
I lUtilizetl

(Kshs.) ollectcd
Kshs.)

y. National Bure att otl 7l .ooo.oool 288.34s.er71 Z].i+S.O+tl t2t .t 50.77 |

Rtltort on the EytiltUtutton oI tlrc Repu t tt/ tlw .ludttor-Gtnarul ott llrc l"ittttttcrul Stotetncnts ./br tlte
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Statistics

lo Valley Developm
thority

75.000,000 226.521.478 1sr.52t.478 15t,521.478

T ana & Athi Rivers Developrnenr
Authority

157,000,00c 130-222,079

Basin Deve

ty
21,500,000 18-365,424

Ngiro South Develo
uthority

1,500,00c 4,869,000 3,368,00C

Iotal 326,000,000 668,322,929 372,235,,425 272,672,249

848) Under the circumstances, it has not been possible to confinn the accuracy of the other
revenue balance of Kshs.294,587,503 reported in the financial stdtements is at 30 June,
2018.

Submission by the Accounting Officer
849) The Accounting Officer submitted that it was true thatl

payments as at 30th June 2018 reflect other revenues
the
of

.,statement of receipts and
KSh.2 94, 587,503 being

Appropriation -in- Aid collected durin
for Kerio Valley Development Authori
indicated in the report.

850) This was guided by the budget
authorized to collect and spend. ln

g the yea;.'l wish to;clarify
ty was"R$ft . 75, 000, 000 and

that the budgeted AIA
not Ksh.45,000,000 as

sets the limit of how much the entity is

figure, then the actual col
the entity collects less than the budgeted

the budget, the entity is surrender
seek authority to util m the
utilize the excess A to Ker
letter Ref. No. l/ (8) dated
Department has wri various SAGAs to surrender the excess AIA as guided by

(National Government) Regulations 2015. The Accounting
that Kenya National Bureau of Statistics has surrendered
the National Exchequer Account.

In cases where the collection is more than
the excess A.l.A to the National treasury or
National treasury. Treasury Authority to
io Valley Developrnent Authority through

I lth February 2019. Further, the State

851) Committe"e Observations and Findings
(i) Kenya National Bureau of Statistics has surrendered fully Kshs.l26,l50,77l to the

National Exchequer Account
(ii) Kerio Valley Development Authority is yet to surrender the excess AIl5l ,521,478A

of Kshs. 151,521,478 to the National 1'reasury

852) Committeellecommendation
1) Within three months of adoption of this report, the Accounting Officer ensures

the Kerio Dcvelopment Valley Authority should surrendcr to the National
Treasury the excess AIA of Kshs.l51,5Zl,47B.

2) Within three nronths of acloption of this report, the Accounting Officcr shoulct
submit to the Auditor-Gencral the confirmation of surrendcr of thc excess AIA

l?eport ort tlp Lytnination q/'tlrc Rep<trt of tlrc.ltrclitor-Generttl F i tn nc i a I Stu t e n r e t r t s .frtr t h c .\' a t i ono I O ot. e r n m e n t frt r t h e I e cr r
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to the National Treasury.

201.4 Use of Goods and Services

201.4. lSpecialized Materials

853) The statement of receipts and payments reflected a balance of Kshs.304,669,023 in

respect of use of goods and services, which included an amount of Kshs.16,613,364 in

,"rp."t of specialized materials and supplies. The latter balance included paymellts

totaling Kshs.7,778,730 made in respect of tuition fee expenses. No evidence was availed

to support the approval of the over expenditure by the National Assembly contrary to

Section 113(l) of the Public Finance Management (National Government) Regulations,

2015. This anomaly has not been satisfactorily explained. Consequently, the accuracy and

propriety of specialized materials expenditure of Kshs.16,613,364 as reflected on Note 5

of the financial statements could not be confirmed.

Submission by the Accounting Officer
ittee had marked the matter as854) The Accounting Officer submitted that

resolved in its report of 2017/2018

855) CommitteeRecommendation
keeps up-to-date and reconciledThe Accounting Officer should ensure

financial and accounting records tha h provisions of Section 68(2) of the PFM

Act 2012 and that comPlete nting records are presented within three

(3) after the close ofthe with Article22g of the Constitution.

201.5 Grants and Tra Government Entities

856) The statement and payments for the year ended 30 June, 2018 reflected

transfers to ent entities amounting to Kshs.40,336,190,128. However, there

were di shs.8,177,41 3,627 between the amounts reported as

disbursed,!y for Planning and the amounts reflected in the financial

statements of tbe respective SAGAS which is as detailed below: -

nt Disbursed

the State

unt Received ce

ntity Entity (Kshs.)

partment (Kshs.)

National Bureau of 628,666,648 ,410,805,540 17,861,108

tatistics

ational Constituency 9,800,000.000 1,875.000.000 .925,000,000

velopment Fund

Reltort on the Ettilinulion o/'tlrc Report o.[ the .-lutlitor-Generul on

entletl io"" .hnte l0l9
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ake Basin Development
uthority

56.087. 141

1337.721.717

18.365.424

Ngiro North 68,379,281 3,222,674.00
Authority

(64,843,393)

ana and Athi Rivers 76,030,499 5,000,000
nt Authority

l3 1,030,499

waso Ngiro south 66,291 72,366,291
lopment Authority

(50,000,000)

ub-Total 4,051,529,949 4,116,222 8,,177,413,627

857) As a result, the accuracy of the grants and transfer figqre of Kshs.40,336,190,12g for
the year ended 30 June, 20 I 8 could not be confinned.: . "i , '' ',,,.

.t' "
ti

it:Submission by the Accounting Officer
858) The Accounting Office stated rhat the

budget in its disbursement of grants and
year ended 3Oth June 2018, the state
which includes the Ap
book status returns from
the respective entities. The
and amount reported by

ent is guided by the approved
to Government entities. During the

rsed a total of kshs 34,051,529,849
as per the attached expenditure vote

of how the disbursements were made to
grants disbursed by the State Department

their financial statements is as explained below:
\

Entity ;1 piff8ror{be (Kshs) Remarks
Kenya National Burearin
of
Statistics ':"

,2{?$61,108 Kshs.87,500,000 received by the SAGA
on 6th July,20l8.
Ksh 59,361,108 Received by the SAGA
on 6th July,20l8.
Ksh 71,000,000 AIA not recorded by
the entity as a recurrent grant though it
was budgeted for.

National Constituency
Developnient Fund

7,925,000,000 2,125,000,000.00 Received by the
Fund on 4th July,20l 8.

Kshs 5.800,000,000.00 Received by
Fund on 9th July,20l8.
The entity did not report the amounts
thouglr rvas related to rhe F/Y 2017llB

Ksh

BasinLake

Development Kslrs I 8.365.424 AIA collected b1, the

Reprtrt on tlrc [.xcrrrtitttttion o/ the Repot.r ol'the .lulitor-General l"inartcial Stotentcnts./br the .\'cttional Gorerntnent lbr the l eut.
eriletl )ll" Jtrnt l0!9
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Page 171



Authority 18.365.424 Authority but not recorded in their

books as grants but recorded by the

State Department. See letter Ref

LBDA/ADM/39 dated l5th FebruarY

20t9.

Ewaso Ngiro North

Development
Authority (64,843,393)

The Budgetary allocation for the year

under review was:

Recurrent Kshs 217,87 9,28 I

Development Kshs 50,500,000 totaling

to Kshs 268,379,281 as reported by the

State Department. See budget extracts

and a disbursement schedule.

Ksh.78,000,000 was received in JulY

2017 butrelatedto FY 2\l'6i17 while an

amount of Ksh.l 3,156,607 was received

in July 2018 l'but' related to FY

2017/t8.
K;hs.64,

This "ledt
84%$e3.

to a difference of

Tana and Athi Rivers

Development

Authority 1 3 1,030,488

rK8qs*^131,030,488 is composed of
fBhs 808,409 Recurrent grants

rd;i&bursed but not recorded bY the

!Authority.
- Kshs 130,222,079 AIA collected bY

the authority but not recorded in their

books. while the amount was recorded

by the State DePartment as a

disbursement see leffer Ref TARDA/5/2

VOL.XV(60) dated 26rH FebruarY

2019.

Ewaso Ngiro 
-lSoutli'

DevelopmtirHt '.
Authority (50,000,000)

Kshs 50,000,000 related to grants

disbursed in F/Y 201612017 but

recorded by the Authority in F/Y

201712018.

859) Through letters Ref;TNTP/SDP/\7l82VOLII(20),TNTP/SDP/17l90(08) and Ref

TNTP/SDPll7l90l(10) to Kenya National Bureau of Statistics, National Governrnent-

Constituency Development Fund and Principal Secretary State Department for Regional

and Northern Corridor Development respectively, the statement Department has requested

for confirmation of the above facts in order to reconcile the two sets of records.

860) Further, he stated that;

l'he National Government- Constituency Developtnent Fund cotrfirtned receipt of the

Ksh.7.925,000.000 relating to FY 2Ol7l2}l8 in July 2018 and accortnted tbr it in the
a

luclitor-Generul onReport on tlrc Etuntinotion o.[ tlte Repot t ot the

ended 3Ot' Jtme l0l9

rhe F'tnancial Statenrents.for the .\'otionul Coternntett lbr the |ear
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Financial Year 2018/2019 as per the audited financial starements artached.
Ewaso Ngiro North Development Authority confirmed that Ksh.78.000,000 rvas in
July 2017 but related to FY 2016/17 while an amount of Ksh.13,l56,607 was received
in July 2018 but related to FY 2017l|8.This led to a difference of Kshs.64.g43.393.

Committee Observations and Findings
The National Government- Constituency Development Fund confirmed receipt of the
Ksh.7,925,000,000 relating to FY 2Ol7/2018 in July 2018 and accounted for it in the
Financial Y ear 20 I 8 1201 9.

(ii) Ewaso Ngiro North Development Authority confirmed that Ksh.78,000,000 was in July
2017 but. related to FY 2016/17 while an amount of Ksh.13,156,607 was received in July
2018 but related to FY 2017ll8.This led to a difference of Kshs.64,g43,3g3.

862) Committee Recommendations
1) The Accounting Officer should ensure that the entity keeps up-to-date and reconciled

financial and accounting records that comply with provisions of Scction 68(2) of the
PFM Act 2012 and that complete financial and accb,unting records are presented
within three (3) after the close of the fin in Iine with Article 229 of the
Constitution

2) The Committee reiterates its previous mm tions that the Cabinet Secretary
for the National Treasury fast track from IPSAS Cash basis to IPSAS
Accrual basis of reporting to of timing differences.

201.6 Acquisition of Assets

a

86r)
(i)

20l.6.1Unsupported

863) The statement
balance of Kshs.l
Kshs.424,524;403
availed in sup$ort

Works

and payments for the year ended 30 June, 2018 reflected a
,169, ,004 under acquisition of assets which included an amount of
p4id in respect of construction and civil works. However, documents
of the arnount showed the following:

(i) Paynrent of Kshs. 109,406,979 to M/s Egis International Consortium related to billing in
respect of a consultant's invoice for a feasibility study and design of a high grand falls
dam along River Tana in Tana River County, dated 30 June, 2012 which purportedly had
been outstanding ever since. The payments were made to an irrsurance company in respect
of a clairn settled to the consultant against a policy covering risk of non-ppayprent.
However, no documetitation was provided to show that the bill was actually outstanding
as at the time of payment since the amount was not included in the pending bills fbr
tlre financial year 201612017 and no documentation in support of inspection ancl
acceptance of work done by consultant. if any, in respect of the contract dated 30
January.20l0.

(ii) Pa1'ment of Kshs.277.193.123 to M/s Teenica Y Proyectos.S.A relatecl ro consulrancv

Report on tlp [:.srtnnnotiou ofrlte Report nf tlu .ltditor-Oenerol on the l.'inancictl StoteDpnts [or the.\uttonetl G()\.ernikatlt /br the leor
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services fbr feasibilir), stud), and design for l-orver E,rvaso Ngiro Sotrth Mtrltipurposc Dam

contracted in May. 2012 and billcd on l7 Decenrber.2013.l-lo,,vever. no documentation

was providecl to shorv the bill was actlrally outstanding as at the tirne of payment since the

amount was not included in the pending bills for the financial year 201612017 and no

documentation was provided in support of inspection and acceptance of work done by the

consultant, if any. In addition, the payment voucher provided in support of the payment

had been voided and hence not valid for payrnent.

864) Consequently, the accuracy, validity and propriety of construction of civil works

expenditure of Kshs.424 ,524,403 as reported in Note 9 of the financial statelnents cantrot

be confinned.

Submissions by the Accounting Officer
865) The Accounting Officer subrnitted that:-
(i) payment of Kshs.l 0g,406,979 which related to billing in respect of a consultant's invoice

for a feasibility study and design of a high grand falls dam along River Tana in Tana

River County, dated 30 June, 2012 was reflected as a pending bill in the Audited financial

statements of The State Department of Regionaland Northern Corridor Development for

the year ended 3gth June 2019. See Appendix l0(a). Through letter ref.

RNCD/ACC/PB/01/VOL.l173, The Principal Secretary, State Department for Regional

Authorities confirmed that the bill was,a'historical,pending bill.

(ii) Furrher, I wish to stare that a report ref r1ol,"lftnD/TARDA/5 lTlll(lo4) certifying that the

consultant services were undertak6n bythe Ctinsultant is here by attached.

(iii) The payment of Kshs.277,7g81Qij4ql3ped to consultancy services for feasibility study

and design for Lower pwaio Ngiro South Multipurpose Dam contracted in May,2012

and billed on l7 Decemb.er, 20li:was reflected as a pending bill in the Audited financial

statements of The pfate d,Sfgrmient of Regional and Northern Corridor Development for

the year ended 30s Junp,20,l9.

(iv) I further wish to claiif5r that the payrnent voucher was not voided as evidenced by the

IFMIS account analysis report which indicates that the expenditure was properly

captured.

866) Committce Observations and Findings
(i; nuy*"nt of Kshs.l}g,406,979 relating to billing in respect of a consultant's invoice

for a feasibility study and design of a high grand falls dam along River Tana in Tana

River Coulty, dated 30 June,2012 was reflected as a pending bill in the Audited

financial statements of The State Departuent of Regional and Northern Corridor

Developtnent for the year ended 30tl' June 2019; and

(ii) The Paynient of Kshs.277 ,793,123 related to cottsultatrcy services for feasibility study

and design fbr Lorver llrvaso Ngiro South Multiptrrpose Daur contracted in May,2012

and billed on I 7 Deceliber, 2013 rvas rcllected as a pending bill in the Audited financial

stateutents of -l-he State Departrrent ol'Regional attd Northern Corridor Development

for the vear ended 30tl' June 2019

Ileport ott the llxrttrritrtrtnn ol.tht Rtport o.f tha .luditot -(ienet

eruletl )(/" .Junc )019
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867) Committee Recommendations
Within three months of adoption of this report, the Cabinct Secretary for the National
Treasury, should develop guidelines for smooth handing and taking over of financial
statements and financial obligations during re-organization of government.

201.7 Cash and Cash Equivalents - Bank Balance

868) As disclosed in Note l0 A of the financial statements, the statement of assets and
liabilities reflected a bank balance of Kshs.8,991,l17 as at 30 June 2018. However, a
review of the bank reconciliation statement for the Central Bank of Kenya recurrent bank
account No.100302216 had the following unsatisfactory issues:
(i) The reconciliation included cheques totaling Kshs.38,940,201 which had not been

presented to the bank for payment as at the time of audit and whis.h were more than
six months old therefore, not payable.

(ii) Payments in cashbook not in bank statement for the recuffent bank account included
three payments totaling Kshs.24,495,961 paid had been
recorded twice in the cashbook on 27 June 20 the cash
balance by a similar amount and same.

(iii)Receipts in cash book not in bank the recurrent bank balance included
an unexplained reversal in the

869) In view of the foregoing, it
equivalent balance of Kshs.

870) Submission by the
(i) The payments amountlng

Ksh.350,000 and

NEPAD, African

June

cash 747,g96

ible to confirm that the cash-and-cash
ly stated as at 30 June, 2018

fficer
9 40,20 I consi sts of Ksh. I 4, 5 00, 000, Ksh.Z 1,7 90,20 l,

payable to New Partnership for Africa,s Development-
and Pacific Group of States Secretariat, Group of 77

Institute of Development and Economic planning-lDEp

2018, the amounts were unpresented but they were cleared on

0

02 July 201,8 as'per the bank statement attached. He clarified that the payments were
prepared in June 201 8 and paid on 02nd July 2018 thus they were not more than six months
old.

(ii) The payment amounting to Kshs.24,495,961related to Payment Advices done to Group 77
Development Bank, African Caribbean and Pacific Croup of States Secretariat and African
Institute for Economic Development and Planning being Kenya's contribution to the
Secretariats. The amounts captllred on 26 June 2018 under Folio 58 i.e Ksh.2l,7go,2l0 and
Ksh.2,300,000 were the actuaI amoLrnts paid by the State Depar-tment. On27 June 20lg
under Folio 74, the amount captured was the exchange rate difference and the bank charges
as analysed belou,.

Report on tlrc Extnttnation of the Report ofthe .lulitor-Genenrl Finuncial Stutentents.[or lhe .\utiortul Gorerntnent for the |ear
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Cash Book
Dates

Amounts paid

in Bank

Statements

Amounts

entered

Kshs

(cashboo

k)

Fol

lo

No

Exchange

rate

difference

and Bank

Charges

Folio
No.

Total
Amounts

Recorded in

the

Cashbook

26106/20r8 21,809,267.4

5

21,790,2

0l .00

58 19,516.45 74 21,809,717

45

26t06120r8 2,331,849.35 2,300,00

0.00

58 32,299.35 74 2,331,849.3

5

26t06/2018 354,844.7 5 0 0 0 74 354,844.75

24,495,961.5

5

24,495,4L1.

55

the bank charges as two separate figures but the icojmbined
j

the two

iii) The unexplained reversal of Kshs.2,747,8 96 book was a cashbook adjustment

as a result of an omission on l3 October 20

872) Committee Observation and
The explanation by the satisfactory.

873) Committee Recom
re that the entity keeps up-to-date and reconciledThe Accounting Officer

financial and accou at comply with provisions of Section 68(2) of the PFM

Act20L2 and that com ncial and accounting records are presented within three

g7l) I also wish to confirm that the payments were only transrnitted once to the bank as

kshs.21,80 g,267 .45, Kshs.2,331,849.35 and Ksh.35 4,844,75 oS lpel the attached bank

statements. The difference of Ksh.450 between the amo.unf gntefed in the cashbook and the

bank statement amount was bank charges. The bank stfttiment rBflects the net amount and

(3) after the close ofthe fi
l:,

201.8 UnsupporJed Piior

year in line with Article 229 of the Constitution.

Year Adjustment

S74) As,?Jisclosed in Note l4 to the financial statements, the statement of assets and liabilities

ieflected prior year adjustments totaling Kshs.488,660,397. However, justification for the

prior yeai adjustmenti and the documentary evidence to suppoft the figures have not been

provided forludit verification. In addition, the prior year adjustments have not been done

in line with the International Public Sector Accounting Standards which requires

restatement of all affected prior year balances in the financial statements unless it is

impracticable to do so. Consequently, the accuracy of the financial statements forthe year

ended 30 June,20l8 could not be ascertained.

Submission b1' the Accounting Officer
g75) The committee marked the matter resolved in its report for the financial year

20t7120t8
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876) Committee Observations and Findings
The Committee in its report for the financial year 2017/2018 resolved the mafter.

877) Committce Recommendation
The Accounting Officer should ensure that the entity keeps up-to-date and reconciled
financial and accounting records that comply n ith provisions of Section 68(2) of the pFM
Act2012 and that complcte financial and accounting records are presented lvithin three
(3) after the close of the financial ycar in line rvith Article 229 of the Constitution.

201.9 Accounts Payable - Deposits and Retentions

878) The statement of assets and Note l2 to the financial statements reflected a balance of
Kshs.8,833,772 under accounts payables-deposits and retention as at 30 June,20l8.
However, a review of retention money outstanding at the close.of 201 6/2017 indicated that
a contractor listed as having a retention balance of Kshs.4,857,9334 then, was not listed in
the retention schedule for 201712018, yet no documentation was provided to show how
retention money was paid. Consequently, the completeness ahd accuracy ofthe deposit and
retentions balance of Kshs.8,833,772 reported in the fi statements could not berynciali.rconfirmed.

Submission by the Accounting Officer

n

879) The committee marked the ma in its report for the financial year
2017t2018

880) CommitteeObservatio

881) The Committee tnl financial year 201712018 resolved the matter

882) Committee
The Accounting O ensure that the entity keeps up-to-date and reconciled

that comply with provisions of Section 68(2) of the pFMfi nancial and acpounting
' i"'

Act2012 and that complete financial and accounting records are presented within three
(3) after the close of.the financial year in line with Article 229 of the Constitution.

Other Matter

202. Unsupported Pending Bills

883) Annex I to the financial statements reflects pending bills amounting to
Kshs.22,517,0231-. As reported in the 2017l2ol8 financial year, the State Depar-tment for
Planning had an outstanding pending bill amount of Kshs.34b ,632,0371- as at 3b June. 20l g
out of which Kshs. 22.517.0231- remained outstanding as at 30 June, 2019. These bils have
not been presented for payment as they lacked vital supporting documents such as purchase
orders. delivery notes. and inspection and acceptance certificates arnong others. Failure to

Report on the f-xcrttrittution oftlte Report ol'tlrc .lutlttor-(ienerql on tlt' ['-intrtcial Stotentants .for the .\'tttiotrul Got e rnrnent fot. the l cur
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settle bills in the year they relate to distorts the financial statements for the subsequent years

as they form a first charge ofthe budget provisions.

Submission by the Accounting Officer
884) The Siate Department ig.ees with the audit findings on the outstanding historical

pending bill of Kshs.22,517,O23.OO as at 30th June 2019. The State Department obtained

it. ,"Lrant supporting documentation and processed pending bills amounting to

Ksh.18,789,500.50, leaving an outstanding bill of Kshs. 3,728,022.00 as at 30th June 2020-

ln2020/2021 financial year the state department verified and paid a further kshs 700,085

leaving a balance of kshs 3,027,937. The Department continues to engage the concerned

stakeholders (service providers, user sections/directorates etc.) to ensure the issue is sorted

and closed. The various correspondences are hereby attached.

885) Committee Observations and Findings
The State Department obtained the relevant supporting documentation and processed pending

bills amounting to Ksh. 18,789,500.50, leaving an outstanding bill,of Kshls. 3,728,022.00 as at

30 June 2020.ln2O2Ol2O2l financial year, the State Department vbiified and paid a further

Kshs 700,085 leaving a balance of Kshi 3,027,g37. 
.:ri,t, ,r \ii ":"

f. ', -' .'' 
' "1886) Committee Recommendation

The Accounting Officer should ensure verifica the ffiding bill balance of Kshs.

3,027,937 before settlement and supporting d are submitted to the audit for

review and reporting in the subsequent a

REPORT ON LAWFULNESS AND IN USE OF PUBLIC RESOURCES

Basis for Conclusion

203. Non-Com rement Laws

203.1 Education Enha Centre Limited

887) services for the annual National Monitoring and Evaluation

basa from l l to l7 November, 2018 cost Kshs.1,852,800 for the year

end 30 20 19. The procurement process was initiated in March, 2019 after the event

"had.takgn place. No satisfactory explanation has been provided for this anomaly

Submission by the Accounting Officer

888) The State Department wish to clarify that at the time when the 6th Monitoring and

Evaluation Week was being held, the full budget for the event could not be accessed dr"re to

the consrraints in IFMIS. A memo Ref. TNTP/SDP1}4133 dated 9th November 2018 was

written to the National Treasury requesting for access of the ftrll budget in respect to this

activity. Since this was a national event, which was being launched by the President, the

State Departrnent undertook a manual process to identify a service provider to ensure the

event succeeded. The process rvas later captured in IFMIS when the funds rvere made

available.

Repoil 01 tlg Exantinotion of rhe Report of the .luditor-Generql ott the Financktl Stulentents
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889) Committee Observations anri Findings
(i) Education Enhancement Centre Lirnited was procured as the rapporteur for the 6rh

Monitoring & Evaluation Week in March, 2019 afrer the event had taken place.
(ii) The State Department undertook single source the entity as a service provider and paid

Kshs.1,852,800.

890) CommitteeRecommendation
Within three months after tabling of this report, the EACC should initiate an
investigation into the procurcment of Education Enhancement Centre Limited as the
rapporteur for the 6tl,Monitoring & Evaluation Week

203.2 Purchase of Smart Phones

893) Committee gs
The State Department inc unjustified expenditure of Kshs. 1,173,996 due to
exceeding the set limits of per phone.

894) Committee tion
1) Within three months .adoption of this report, the Accounting Officer recover and

ensure refuntiB of unwa rranted and unjustified expenditure of Kshs. lrli31996 due to
exceeding the i6t tiniits of Kshs. 30,000 per phone.

2) Within three months of adoption of this report, the Accounting officer should submit
to the Auditor-Gen eral the confirmation of recovery of of unwarranted and unjustified
expenditure of Kshs. 1,173,996

203.3 Purchase of ICT Equipment
895) An examination oIpayment vouchers revealed that the State Department for planning

procured computer related equipment amounting to Kshs.6,982,d00 in October 201g.
However, there was no authority from the State Department for ICT before the
procurements were rnade as authority was sought on March 20 l9 and granted in April 20 19.
Hence the proctrrement was not authorized at the time of purchase. No explanation was
given fbr this anornaly.

Submission by the Accounting Officer
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896) The State Department u'ishes to clarity that or'rt of the total of Kshs. 6,982,000 for

pro.rr"*"nt of computer related items only Kshs 595,660.00 related to procurement of

irptop computers. Authority to procure the laptops was granted by the MOICT vide letter

nir. iralcr/CoNF/lg/30 dated lst April 2019 before cornmencement of the procurement

process. The difference relates to procurement of computer related consumables and

accessories (such as toners, periodic maintenance and service, laser papers etc') which did

not require approvals from the Ministry of ICT'

897) Committee Observations and Findings
The State Department spent a total of Kshs. 6-,982,000 for procurement of computer related

items out of which Kshs 595,660.00 was related to procurement of laptop computers'

898) CommitteeRecommendation
The Accounting Officer should ensure that there is an authority granted from MOICT

before procurement of ICT equipment

204. Irregular Award of Contracts

;:
lorters'

f"

of fresh cut flowers was conducted

204.lProvision and Maintenanceof Fresh CutF

899) Tender evaluation for provision and

on 14 September, 2018 and the commi
ma

a florist (Second lowest bidder) to

000 per annum instead of awardingsupply flowers to various offices at a
period, resulting to a loss of Kshs.570,324to the lowest bidder at Kshs.497

of public funds.

Submission by the Accoun
award to M/s Viviennes Super Florists who900) The Evaluation

lowest bidder, in cost, was not awarded because theywas the lowest eval
did not comply requirements of the tender. From the tender

evaluation analysis bidder did not submit the required bid securing declaration

was found to be lowest responsive to the

fore awarded the tender

IWs Viviennes Super Florists who was the

lowest ova{uated bidder and not to the lowest bidder'

9OZ) Committee Recommendation
Within three months after adoption of this report, the EACC should initiate an

investigation into possible bid rigging in thc procurement of M/s vivicnnes Super Florists

at a cost of cost of Kshs.1,068,000 per annum instead of awarding it to the lowest biddcr

at Kshs.497,676.

204.2P rovision of Professional Cleaning Service

903) A company was awarded the tender for cleaning services at a total cost of

kshs.3.92t.tZO per appsln ivithout a clear arvard criterion, Althotrgh tlte evaluation

Strttenrents .for tlv .\ationol Gotentnent .for the l ear
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comnllttee reconlrnended fottr firnrs to be subjected to further interrogations and
interviews' proceedings of the interviews were not documented thus it *u, noipossible to
establish if the tender was fairly awarded.

Submission by the Accounting Officer
904) The Evaluation Committee recommended the four firms rvhich were technically

responsive for further interrogation to gain clarification on the unit of measurernent and
specifications. prices quoted by the bidders, frequency of the provision of the services and
the total cost of the services as per their quotes. The firms were subjected to the
recommended interviews and M/s Courier International Limited was awarded the tender
for provision of cleaning services.

905) Committee Observations and Findings
The evaluation committee recommended four firms to be subjected to further interrogations
and interviews, proceedings of the interviews were not documented thus it was not possible to
establish if the tender was fairly awarded.

906) Committee Rccommendation
Within three months after adoption of this ate an
investigation into possible bid rigging in the ational
Limited at a cost of Kshs. 3,921,120 per annum

205. Irregular Advance Payments
907) During the year under audit, ad of Kshs.303,000, Kshs.44l,075 and

Kshs. 653,520 for supply of and cleaning services were made
However, the goods were not ivery notes were attached to these payments
No appropriate explanation this anomaly.

Submission by the Acco
908) The State with the audit findings that advance payments were made

for supply of fresh newspapers and cleaning services

909) The payn\9nts were rnade to M/s Vivienes Super Florists, M/s Rex Kiosk and M/s
Courier International Limited for the supply of fresh cut flowers, newspapers and provision
of cleaning services_respectively who had been contracted to offer the seivices for a period
of two years with effect from 9th Novemb er 2018. The State Department wishes to confirrn
that all the firms perfonned the services for the period for which the payments were made
as evidenced by the relevant delivery notes andjob cards.

910) Committee Observations and Findings
(i) The State Department made advance payments for supply of fi.esh cut flowers,

newspapers and cleaning services to M/s Vivienes Super Florists, M/s Rex Kiosk and
M/s Courier International Limited respectively.

(ii) The firrrs performed the services for the period fbr which the payments were made as
evidenced by the relevant delivery rrotes and job cards.

9l l) Committee llecommend:rtion

Rep<>tt ort tlrc Eytmtnutrotr of tlrc Relytrt ol tlp ..1 StotLntents .[rtr the .\'otional Oot emtrcnt for the l'etrrtuhtor-( itnet tl on th,, f'tttrutr.ttl
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The Accounting Officcr ensurc that all payments are settled after the deliverl' of goods

and scryices and no supplier is aclvanced any payment u'ithout compliance rvith the la$'

206. DircctProcurcment Expcnditurc
gl2) The State Department for planning procured air tickets fl'om various service providers

amounting to Ksirs. 21,296,171 through direct procurement contrary to Section 103 (2) of
the Public Procurement and Asset Disposal Act, 2015. Further, the State Department also.

procured 4000 copies of the 6th National Monitoring and Ilvaluation Week Report at

kshs.3,400,000 thiough direct procurement contrary to the requirements of Section 9l of
the Public Procurement and Asset DisposalAct,20l5. No appropriate explanation has been

provided for these anornalies. Under the circumstances, the value for money for the above

expenditure totaling Kshs. 24,696,171 could not be confirmed'

Submission by the Accounting Officcr
913) It is true that the department purchased some air tickets through direct procurenlent

rnethod. However, these services were bought fi'om several travel agents who were

registered with the State Department for provision of air ticketing services on a rotational

baiis thus ensuring fairness to all registered firms. Due to the nature of the services, and

sometimes the sholt period between the approval and the travel dates, it was practically

impossible to use any other procurement method.

4000 coiries of the 6th National M&E week914) On the issue of printing of addi
reports through direct procurement,
on the use of the direct procure
with the Public Procurement

rusg

Section 9l(2) which al

conditions for use

103(2Xd) of the

the agrees with the audit finding
owever, this was done in full compliance
al Act 2015. The Department had earlier

alternative procurement methods if it satisfies the

ive method being used. Further, it complied with
and Asset Disposal Act 2015 which provides that

procured the same servic procured through a competitive tendering

procurement process. The, Direct procurement method was in accordance with

direct procurement used if having procured goods, equipment or services from a

supp lier, it is deterrnined that additional goods, equipment or services are required for

purposes of standaidization In undertaking this procuremellt, the Management fully
cornplied with the frocedures for use of direct procurement as stipulated in Section 104

ofthe PPADA, 2015. The statutory report in regard to direct procurement was subrnitted

to the Public Procurement Regulatory Authority (PPRA) as required.

915) Committcc Observations and Findings
(i; fn. State Department for Planning procured air tickets from variotts service providers

arnounting to Kshs. 21,296.171 through direct procttrement

(ii) The State Department procured 4000 copies of the 6th National Monitoring ancl

Eval-ration Week Report at Kshs. 3,400.000 through direct proctlrerllent'

(iii)'fhe procurement for the air tickets and aclditional copies of 4.000 6tl' M&E week

reports were done in tine u'ith the procurenlent procedurcs

916) CommittceRecommendation

Rcport on tlrc Ex(tninutkm of rlrc llcport of tlrc .lrulilor-(ienet ol ott tfu l:rtrunt'iul Stutettretts

endel i(l .lune )0lt)

/bt the .\'utionul (iorerttnrcntjbr thc |eur
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The Accounting Officer shoulct ensurc all procurement complies n,ith the IrpAD Act 2015
at all times

207. Double Imprests
917) Various staff received imprest advances amounting to Kshs.l,o25,759 while still on

other imprest, contrary to Section 93 (4Xb) of the PubLic Finance Management (National
Government) Regulations, 2015. No satisfactory explanation has been lrovided for this
anomaly.

Submission by the Accounting Officer
918) The outstanding imprests of Kshs 1,025,759 which were outstanding as at 30th June,

2018 were surrendered and the State Departrnent did not have any outstanding irnprests as
at 30th June,2020. Further the State Department has enhanced controls in issuance of
imprests to officers that ensure officers are not issued with overlapping imprests by
developing an imprest clearance/application forrn.

919) Committee Observations and Findings
(i) various staff received imprest advances amounting to Kshs..,l,025,i59 while still on other

imprests, contrary to Regulation 93 (a)@) of the PFM (Nationdl Government) Regulations,
2015. ...". l";,'

(ii) The imprests of Kshs l,025,7sgoutstanding as.;i'3O,h frn", ZOt8 were surrendered and the
State Department did not have any o imprt'*s as at 30th June,2020

920) CommitteeRecommendation
The Accounting Officer should issuance of imprest complies with the pFM
(National Government) 0 all times

REPORT ON INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNAN

921
208

) Conclusibn
. There wdi'e no material issues relating to effectiveness of internal controls, risk' t, r

lnanagement and'governance.

OTHER DONOR FUNDED PROJECTS IMPLEMENTED BY AGENCIES UNDER

DATA COLLBCTION AND DATABASB DEVELOPMENT PROJBCT (UNFPA
KEN7P32A) _ KENYA NATIONAL BUREAU OF STATISTICS

922) Unqualified Opinion
209, There were no material issues noted during the audit of the financial statements of the

Project.

REPORT ON I-AWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Report on tlrc Exontinution o/'the Reporr oItlrc.lutlttor-Genercrl on tlrc Statenvnts .[ot tlre .\'otional Gorernnttnt.for tlrc l'ectr
enled i(l'' Jtrne l0 lg

I:ittuttcial
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Basis for Conclusion

2lO. Lack of the Country Programme Agreement
g23) As reported in the 2Ol7/2018 Audit Report and earlier years, Management did not

provide tire Country Programme Agreement between the Government of Kenya and

United Nations Population Fund, LINFPA. Further, the Project remained dormant

throughout the year with opening cash in bank balance of Kshs.2,l70,9l 8 and bank charges

of Kihs.4,Z6O (ZOl8 -'Kshs.3,960) resulting to closing cash in bank balance of
Kshs.2,166,658 as reflected in the statement of financial assets and liabilities as at 30 June,

2019. Consequently, in absence of any activity, attainment of Project goals and objectives

cannot be confirmed.

Submission by the Accounting Officer
924) The Bureau did not receive funds

expectations for the continued financi

that had been received during the

Devolution and Planning togethe

is attached per Appendix 210

Report on the Excrtrtittctlton ofthe Report ofthe .lrulitor'-General on

t,nded i0" .June )0 19

period for this proJect.

from UNFPA, and'the

maintained the bank account. The funds carried forward fue?e jn sripport of 2019 census

preparato ry activities and training on Integrated s)

prior period of
r with the UN t6

during the There were

al support Bureau has
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925) Committee Observations and Fi
time of audit the Country ProgrammeThe Accounting Officer failed to

Agreement between the Government United Nations Population Fund (IINFPA)

926) Committee Recomm
al Treasury should within three (3) months ofThe Cabinet SecretarY

adoption of this the Accounting Officer for failure to provide

Country Program contrary to the provisions of Section 9(1)(e) of the

Public Audit Act' 2015.

REPORT OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOV

1'

927)*" Conclusion
211. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

COORDINATION OF POPULATION POLICY IMPLEMENTATION PROJECT

(UNFPA CREDIT NO. KEN0SPOP)-NATIONAL COUNCIL FOR POPULATION AND

DEVELOPMENT REPORT ON THE FINANCIAL STATEMENTS AS AT 30 ruNE'

2019

Basis for Qualified OPinion

the



212. Unreconciled Cash and Cash Balances
928) The statement of Financial assets and liabilities as at 3Oth June.20l9 reflected a cash

and cash equivalents balance totalling Kshs.l,697,679 which includes Ksh.1,603,431 and
Kshs.94,248 in respect to cash in bank at the Council's Head Office and cash on hand at
the five of its regional stations respectively. However. records at the stations in Mombasa,
Kisunlu, Eldoret, Machakos and Garissa reflect bank balances totalling Kshs. 499,g33
which is the sum was ,however, not reconciled to aggregate bank balance totalling
Kshs.94,248 reflected at the Head Office against these stations. No plausible explanatioir
has been provided for the difference amounting to Ksh. 405,585 between the two sets of
records. As a result, the accuracy and completeness of the cash and bank balances totalling
Kshs. 1,697,679 reported in the statement of financial assets and liabilities as at 30 June
2019 cannot be confinned.

Submission by the Accoun ting Officer
929) The council finds it costly to open and maintain various bank accqunts in each region

every tirne we receipt funds from various donors Therefore, the counpil operates one bank
account for each region for both the UNFpA
funds are not regularly received. The regional
the control account and monthty bank reconci
are prudently spent according to the approved
surrendered. The analysis of the said regional offices and head office is
hereby attached for your review and 405,585.)

UNFPA-Regional Bank Balance dit Response Paragraph No. 212 As At
30 June 2019 As Per NCPD

930) NOTE: -1-he Regional offices has only one bank account each in which all funds are
deposited with the fbllowing annexes

(i) Are tlie 5 regio,s bank certificates balances as at 3 Orh June 20 I 9.
(ii) Regional Cashbooks as ar 3Oth June 2019.
(iii) Regional bank reconciliations as at 3Oth June 2019.

Report ott tlrc Exonttnatiort of tlrc Report o/ the .l on the [.'rttcrttcial Stotenunts for tlrc \'arionol Gotzrnnent frtr tle \.attr

r

Regions rojelq \-,"n
C46ttificate.I

lL1"+rqg',
Balahpp.

GoK-Funds(In
One Account)

UNFPA-
Funds

Comments

Kisii 67,959' 54,858 13,000
Machakos 104,411 102,011 2,400
Mombasa '97,863.30 94,223.30 3,640
Kisumu 19l,7g0 134,033 57,757
Eldoret (1,160) l, 160 Utilized by bank

charges
Garissa 37,911.35 21,620.35 16,291
TOTAL 499,833.65 405,585.65 94,248

ettded i0' Jmte l019

u&tor-Generci
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93 1) Committee Obscrvations and Findings
The council finds it costly to open and maintain various bank accounts in each region every

time we receipt funds from various donors. Therefore, the council operates one bank account

for each region for both the UNFPA and GOK funds.

932) CommitteeRecommcndation
Thc Accounting Officer should ensure that the entity kecps up-to-date and reconciled

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

ActZ0l2 and that comptete financial and accounting records arc presented lvithin three

(3) after the close of the financial year in Iine rvith Articlc 229 of the Constitution.

213. Unauthorizcd and Inadequately Discloscd Goods and Services Expenditure

933) The statement of receipts and Payments for the year ended 30 June, 2019 reflects

purchase of goods and services expenditure totallirrg Kshs.143,633 disclosed under Note
-8.8 

to the financial statements. I{owever, the budget for the expenditure has not been made

available for audit verification. As a result, it is not possible to confirm the regularity of the

expend iture. Furlher, Note 8.8 to financial statements reflects opeiring and closing purchase

ofgoods and services account balanc es totalling Ks
s not diseltise

hs. 24,781,975 and Kshs. 35 1,361,672

respectively. However, the Note doe the composite balances as at 30 June

2018 as required by the International Pub nting Standards and the format

prescribed for the presentation of such by Public Sector Accounting Standards

Board. Therefore, Disclosure ious Year's balance totalling Kshs.

24,781,97 5 is inadequate.

Submission by the Accountin
934) The totalpayments of I 3 reflected in the statement of receipts and payments

is a combination of outstanding brought forward from financial year

a financial cost incurred and a round table expenditure

brought forward from the project. A break down is shown
201712018 audited
paid out of u
below of var

a) Kshs. 19,600
lous con"I

and Kshs.30,

financial accounts attd records and therefore expensed.

b) Bank charges of Kshs. 12,032 for the financial year 2017 12018

c) The Expenditure incurred of Kshs.82,000 was for donor round tables (rolled over fiom the

previous year) paid out ofun-expended project funds.

935) The financial year 2018, the annual rvork plan was not executed for various

technicalities alreacly explained to the auditors. The components for the budget are usually

different year to year therefore rnaking it dilficult to include thern individually in Note 8.8.

This is biought about by the annual work plan having different activities for each year.

However. tfte totals for the prior year are included as a cotnparative as required by IPSAS

and hence the reason for the disclosure. Thus, necessitating disclosrrre of only the total

preyious year purchase of goocls and services of Kshs. 24.781.975 and the crttnulative total

brouglit forward from rvhen the project began.

nts constituting the expenditure.
000 were outstanding imprest for the year 201712018 audited

Report on rlw Ltttnrinttton of thc Rcport ol tlv )trditor-Gettettl on

entled.i0 Jtrne )019
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936) Committee Observations and Finrtings
The total payments of Kshs. 143.633 reflected in the staternent of receipts and payments is a
combination of expenditure outstanding brought forward frorn financial year 20lTlZOlg
audited fi nancial records.

937) Committee Recommendation
The Accounting Officer should ensure that the cntity keeps up-to-date and rcconcilcd
financial and accounting rccords that comply with provisions of Section 6g(2) of the pFM
Act2012 and that completc financial and accounting records are presented within three
(3) after the close of the financial year in line with Article 229 of the Constitution.

REPORTON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLJC RESOURCES

938) Conclusion
214. There were no material issues relating to lawfulness and effectiveness ih use of public

resources.

REPORTON EFFECTIVENESS OF INTERNAL C
AND GOVERNANCE J,'

ONTROIS,,"RISK MANAGEME,NT

939) Conclusion
215. There were no material issues re veness of internal controls, risk

management and governance.

MULTIPLE INDICATOR
NATIONAL BUREAU OF

VEY PROJECT - UNICEF - KENYA
CS

\
tr

REPORT ON TI{E F ATEMENTS

Basis for Qualified Opinioii

216. Unsupported Purchase of Goods and Services
940) 'As disclosed under Note 9 to the financial statements, the statement of receipts and

payments reflects an expenditure of Kshs .8,940,966 under purchase of goods and services.
Included in this figure is Kshs. 2,727,295 in respect of payment, ,rud. to Governrnent
Adrninistration Officers hired to assist in rnapping veiif,rcation exercises in four (4)
Counties. However, the Management did not aviil supporting docurnents for audit
verification such as the official list indicating the name, location and identification numbers
of the invited officers or the basis of determining the imprest details. Further, an amount of
Kshs. 1,088,280 was not utilized but was surrendered in cash. three (3) months after the
conclusion of the exercise. Consequently. the validity, accuracy and cornpleteness of the
purchase of goods and services expenditure of Kshs. 8-940,966 reflected in the staternent
of receipts and payments for the year ended 30 June 2019 could not be confirmed.

Submission by thc Accounting Officcr

I?eport on tlrc Eyrnrinntion oftle lleport oftlp Stnenrcnts .for tle \.otionol (ioyer.nnrenr for the I eur
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g41) T5e use of services fi'om the National Governmcnt Administrative Olficers (NGAOs)

ivas stipulated in the census proposal rvith various cadres and approved rates which was

approved by The Cabinet. Prior to teams visiting counties for the verification exercise, the

Bureau wrote to the county comrnissioners of the respective counties notifying thern of the

exercise and requesting for their support. Sarnple letter to the County Cornmissiollers were

attached for perusal by the Committee'

g4Z) The letter indicated that the Chief-s and Assistant Chiefs would be part of the

verification. Chief and Assistant Chiefs are government officers in the Ministry of Interior

and Coordination of National Government. The 2019 Censtrs was being implemented in

collaboration with the Ministry of Interior and Coordination of National Government' The
perrnanent Secretary i1 the Ministry was the co-chair of the National Census Steering

Comrnittee. This was due to the fact that the involvement of the NGAOs from the Ministry

was key to the success of the census. Attached were letters to the County Cotnmissioners

on the exercise. Attached also was a letter from the Head of Public Service communicating

the decision of the Cabinet in which the Ministry of Interior and Coordination of National

Government was directed to avail the NGAOs to chair the census committees.

g45) Transport and fare .refunds: A nurnber of the officers who were allocated official

vehicles during the exercise did not qualify for fare refunds, and hence the difference.

946) Fuel funds: The variance was due to the minimal reported errors with the draft rnaps

irom the NGAOs, most of which were corrected at the meetirrg venues. There were

therefore few cases where the verification officers had to travel to the specific locations

and rectify the drafted maps. The distance covered in some areas were slightly lower

cornpareclio the budgeted estirnates. Ttre Ksh.1,088,280 was refunded to UNICEF on l9th

March 2019.

947) Committee Observations and Findings
The State Department paid Kshs. 2J27,295 to Government Administration Officers hired to

assist i1 mapping verihcation exercises in four (4) Counties. Further, an arllottl'lt of Kshs.

l.0gg.2g0 rvas not utilized but rvas surrenderecl in cash, three (3) months alterthe conclttsion

of the exercise.

948) Committeellecommcndation

lleport on tlrc txrtrtittcttion o/ tlrc Raport tt/- the .luditttr-Genet ul ttn the ['

emlecl )(l Jtrne )019
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The Cabinet Secrctarl, for the National Treasury should n,ithin three (3) months of
adoption of this report, reprimand the Accounting Officer for failure to provide at the
time of audit, supporting clocuments contrarl,to the provisions of Section 9(le) of the
Public Audit Act,2015.

Othcr Matter

217. Unresolved Prior Year Issues

949) During the current year audit review, it was established that the following issue raised
during the2017/2018 financial year audit rcmained unresolved:

217.1 Unaccountcd for Cash Equivalents
950) The statement of financial assets and liabilities had indicated cash and cash equivalents

balance of Kshs. 2,511,405 as at 30 June 2018. However , included in the balance was cash
ln project account of Kshs. 1,876,334 which hs.43,500 that have
never been captured in the bank account matter in the year
2017/2018 indicates that the matter has not

Submission by the Accounting Officer
951) The Bureau followed up on the issue tne Bank, Kimathi Street branch. In a

scheduled meeting with the Relationshi September 201 8, the bank agreed to
sort out the issue, by way of re to the Bureau. The bank refunded and
credited back the amount of Ksh. 4 account on I 8. 1 0.20 I 8 see Appen dix 217.1

952) Committee Observa gs
The Bureau followed up on the Coop Bank, Kimathi Street branch in September
2018 and the bank agreed lssue, by way of refund which was credited back the
account. .rti\"

953) Committee
The Accountinglofficer must ensure that the banking arrangcments and monthly bank
reconciliation is done in line with PFM (National Government) Regulations 2015

217 .2 Mapping Verification Excrcise
954) Review of the work plan for Novernber,2016 to June, 2018 had indicated approved

areas for mapping verification as Kakamega, Bungoma, Tana River, Garissa, Kilifi and
Mombasa. However, it was revealed that, mapping verification was undertaken in the
month of June,20l8 in the followirlg areas; Kisumu, Kisii, Siaya, Kilifi, Nairobi, Kwale.
Kericho. Tharaka Nithi, West Pokot, Nyeri and Makueni at a cost of Ks5s.5,55g,57g. No
Board or donor approvals justifying the changes, or a revised approved *,ork plun, *.r.
provided fbr audit verification.

955) Further- a draft niapping report for Kisumu. Kisii and Siaya counties presented for ar.rclit
review was not signed and no evidence existed that it had been discussecl in the board and
implemented. In addition. there \\/as no indication tliat the irlplementation o1' the activities
had been approved b1'the donor

r

Report on tlrc Exominatiorr ofthe Report o/ rle.!trclitor-Getterctl f"inanc'iol Stutentents for tlp .\'otional Oor.ernntent for.tlv l-eor
ended )0" Jurr l0l9
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Submission by the Accounting Officcr
956) The support for the 2019 Census activities had bcen approved b1'the Donor through

GOK/UNICEF Country sLtpport programrne work plan for Novetnber,20l6 to June 2018

section 1.1.2 per Appendix 2l7.2A.ln the work plan under activity 1.1.2, the donor had

comrnitted to provide technical and financial support to KNBS and County Governments

to plan and conduct national and countl, surveys (KDIlS, Census and MIC56). The location

foi the implernentation of these activities was to be at national level (countrpvide). This

was informed by the fact that Census is a national exercise and is implemented in all the

counties across the country. In the referred work-plan, the donor was to stlppoft MED under

activity 1.1.1 and 1.1.3 and the location where MED was to undertake the supported

activities included Kakamega, Tana River, Bungoma. Garissa, Kilifi and Mombasa.

g57) Map verification is the process of confirming that the inforrnation presented on the

census maps conforms to the real situation on the ground and hence deterrnine their

accuracy for use during actual census enumeration. It is therefore only carried out in
counties where field cartographic mapping has been cornpleted and draft maps produced.

The schedule of counti", *l',"r" verification was to be done was infortned by the schedule

of Cartographic Mapping. Among the factors that were considered when determining the

counties to be mapped incft"rded the weather patterns. For example, During Cartographic

Mapping in Makueni County, the area experienged a lot of'rain to the extent that the roads

becamelrnpassable and the teams had to move to another county awaiting the rains to

subside.

Approval for Verification -:,

qjg) The Donor hacl committed to proride ftinds to support implementation ofthe Mapping

verification activity vide the letter irflEgf' KCO/PME 102-2018 and dated 23rd February

2018. It is for undlrtaking t[ri verification exercise that the donor remitted the funds to

KNBS. Prior to the verifiCation the:Director General approved the exercise in the referred

counties vide Memo g-gf Ncii-fNBS/STAT/73/3 on4th June 2018 which is attached.

'-1, 
;

959) The signed EA map verification report for the activity is attached per Appendix2lT.2B

itollowing ihe coorclinator's report, the KNBS Board in its 36th regular meeting, was

brie{bd about the verification exercise in Kisumu and Kisii counties and the selected sub-

locations in other pilot counties.

960) Committee Observations and Findings
The explanation by the Accounting Officer was satisfactory and therelore the rnatter is

resolved.

217.3I{iring the Services of National Govcrnment Officcrs

961) The statement of receipts and paynients for the year ended 30 Jrrne. 2018 had reflected

prrrchase of goocls and services balance of Kshs.6.464.177 ri'hich incltrded a balance ol'

kshs.l,455,818 used to hire the services of National Govertrmetlt Officers r'vlto assisted in

mapping verification. I-lorvever, lettcrs requesting the services ol' these of ficers-

appointn1ent letters ancl service contracts indicating the tcrms oIengagemetrt have not been

Report on llrc l:sttnttnalittn o/ tfu lleytrt ol the .l
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made available foraudit scrutitry hence the propriet.r,on the utilization of Kshs.l.455-g2g
could not be confirrned.

Submission by the Accounting Officer
962) The use of services from the National Government Administrative Officers (NGAOs)

was stipulated in the census proposal with various cadres and rates, which was approved
by the Cabinet on 29th May 2017. Prior to teams visiting counties for the verification
exercise, the Bureau wrote to the county commissioners of the respective counties notifoing
them of the exercise and requesting for their support. The letter indicated that the Chiefs
and Assistant Chiefs would be part of the verification exercise. Chiefs and Assistant Chiefs
are Government Officers in the Ministry of Interior and Coordination of National
Government (MICNG).

963) The 2019 Census was being implemented in collaboration with MICNG. The principal
Secretary in MICNG was the co-chair of the National Census Steering Comminee. This
was due to the fact that the involvement of the NGAOs frorn fhe Ministpy was key to the
success of the census. Once the information was passed to the Couilty Conimissioners, they
would in turn pass it to the relevant officers who were required'tq *oi( *itt KNBS officers
in the verification exercise.

964) The County Commissioners oversaw the
the Head of Public Service communicated the

se at ttie'County level. The letter from

of Interior and Coordination of National
of the Cabinet in which the Ministry

directed to avail the NGAOs to
support the census exercise at all level

965) Committee Observations and
The explanation by the
resolved.

was satisfactory and therefore the matter is

REPORT ON LAWFULNFS
..'b,:. i, ,

Basis for Conclusion

218. Compliance with the lleporting Template
966)- Whereils The National Treasury in conjunction with the Public Sector Accounting

Standards Board of Kenya have issued the format of the reporting template for the Donor
Funded Projects, the Management did not prepare the statement of .orpurative budget
and actuals correctly as provided. The staternent does not include the adjustnent or the
supplernentary budget column but instead reflects only the original bujget and actual
performance. The statemetrt has also failed to separate the re-eipts unJ puy*.nts as
provided and does not compare to the statement of receipts and paymenti. it has not
disclosed the various items on receipts or of expenditure. In addition,-N,iunug.,r.nt did not
include under Annexure I or any other, the explanation for material deviation between the
budget and actual amounts contrary to the International Public Sector Accountirrg
Standards, IPSAS 24.The Management is therefore in breach of the law.

Submission by the Accounting Officer

Report ott tlrc I:surrtirtcttion ofthe Repot.r ofthe .l on the Fittcltcictl Statenrcnts .ftir tlrc \'orional Got.trnnrcnt for tlre I eor

ECTIVENESS IN USE OF PUBLIC RESOURCES
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219. Lack of Financing Agrecment
969) During the year ttnder review, the Management did not provide the Financing

Agreement ard approred annual work plan between the B_ureau and UNICEF in respect of

th;2019 Kenya Population and Housing Census (KPIIC) Enumeration Area (EA) map

verification in four (4) Counties. Consequently, the completeness and validity of the

receipts of Kshs.6,9ll,.72O and payrnents of Kshs.9,36l,l77 for the year ended 30 June,

2019 could not be confinned.

967) The acljustecl statenlellt of cornparative budget attd actttals was re-prepared correctly as

provided in the prescribed templafe. 'fhe staternent includes the adjtrstrnents column and

ieflects the original budget und u"tuul performance. The statement has also separated the

receipts and pal,ments ai provided, to conlpare receipts and payments. The statelnent $'as

therefore realigned and corrected.

968) Committee Obscrvations and Findings
The explanation by the Accounting Officer was satisfactory and therefore the matter is

resolved.

Public Audit Act,2015.

REPORT ON EFFECTIVENE,SS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND COVERNANCIl

973) Conclusion
220. There wete po material issues relating to effectivetless of interttaI controls' risk

lulanagetllellt attd goverllallce.

Submission by the Accounting Officer
g7O) One of the key objectivls of the 2019 census exercise was to provide acctlrate data on

i"on,"n and childien thatwould facilitate planniirg in areas of education, health and basic

protection for all. It is in this spirit that UNICEF agreed to join hands with.the Bureau in

hrnding this exercise. UNICEF has been funding sorne of the Bureau's activities, based on

u ,p."i-fi" work plan for each activity. Duiing'theperiod under review, an amolrnt of Sh.8

miilion *u, ,..""iu"d to fund the 20,19 kenyzi Population and Housing Census preparatory

activities. The funds were acco-unte$ for-ibased on the approved activity budget to the

Bureau and Kshs.6,9l1,720.00-.1vip EBent The unutilized balance of Kshs.1,088,280.00

was refunded to uNlcEF..;rheib-afoas a general financing memorandum of understanding

signed between the Bureau a.pd UNilCEF.

, |. 
...i 

,,

97l) Committee Observiti.gns and Findings
The Management did not'provide the I'-inancing Agreement and approved annual-work plan

between the Bureau and I.INICEF in respect of the 2019 Kenya Population and Housing Census

(KPHC) Enumeration Area (EA) map verification in fbur (4) counties

972) Committee Rccommendation
Thc cabinet Secretary for the National Treasury shoultl within three (3) months of

adoption of this report, rcprimand the Accounting officer for failurc to provide at the

time of audit, supporting documents contrar5'to the provisions of Section 9(1c) of thc

lltporr otr tlrc llxuninoti<ttt ol tlr Report ol tlrc.1

entld -itl' .Jntp l0l()
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NATIONAL GOVERNMENT CONSTITI]ENCIES DEYELOPMENT FUND
CENTRAL BANK OF KEI\IYA ACCOTJNT

REPORT ON THE FINANCIAL STATEMENTS

974) Unqualified Opinion
221, There were no material issues noted during the audit of the financial statem

Fund.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF

975) Conclusion
222. There were no material issues relating to lawfulness and

resources.
use of public.

REPORT ON EFFECTIVENESS OF INTERNAL
AND GOVERNANCE

976) Conclusion
223. There were no material issues

management and governance.

PARAGRAPHS 224 TO 264
GOVERNMENT
GOVERI\MENT
EXAMINED BY

MANAGEMENT

of internal controls, risk

ENTERPRISE FUND, NATIONAL
ACTION FTJND AND NATIONAL
DEVELOPMENT FT'ND WERE TO BE
ACCOI]NTS COMN{ITTEE.

Report on the Etantinotion ofthe Report ofthe the \ational Aor.ernnent for the lbor
ended Jllt'Jmu 2019
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5. THE PRESIDENCY

REPORT ON THE FINANCIAL STATEMENTS FOR VOTE IOI I

Mr. Kinuthia Mbugua, the Accounting Officer for the State Department of Interior (Vote

l01l) appeared before the Committee on 3l't August, 2021 to adduce evidence on the

audited financial statement for the State Department of Interior (Votc 10ll) for the

Financial Year 2018/2019. He rYas accompanied by the follorving officers:

l. Mr. Kang'ethe Thuku
2. Mr. David W. Waweru
3. Mr. Joel K. Langatt
4. Mr. Samuel T. Maina
5. Mr. Amos Nyakundi

Deputy Director General

Chief Finance Officer
Senior Deputy Accountant General

Deputy Accountant General

Deputy Director Finance

And submitted as follows

977) UnqualiliedOpinion

264. There were no material issues noted

Presidency.

f the financial statements of the

Other Matter

265. Pending bills
978) As disclosed under i] and l8.l to the financial statements, The Presidency

had pending bills 342,081,809 as at 30th June 2019, that were not settled

during the year instead carried forward to2019120. Failure to settle bills

during the year in relate to adversely affects the provision of the subsequent

year to whigtf,they have be charged.

Submission by.the Accounting Officer
97g) The Accounting Officer submitted that it was true that the Presidency disclosed pending

'bill. 
totulli,rg to Kihs.342,081,809 during FY 201 8/2019 as disclosed in notes to Financial

Reports, whlch were not settled during the year but were carried forward to subsequent

Financial year Z0l920.These bills ernanated fi'om inadequate exchequer releases dtre to

prevailing economic conditions and tight fiscal framelvolks. However, the Pending Bills

were subiequently paiclduring FY 20lgl2o2\. A list of allthe pending bills as settled was

provided for the Cotnmittee.

9g0) Fufther. the Office has continued to liaise rvith The National Treasury in prrrsuit of

ielease of firllexchequer so as to minirnise accumttlation of pending bills in ftttttre.

981) Comrnittec Observations and Findings

I

o

I

Report on tle Evtnincttion of rhe Report o./'tlrc .'ltrdiror-Generul ott the
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(i) The Committee observed that the explanation and documents given by the Accounting
Officer with regard to the Pending Bills was satisfacrory; and

(ii) The Committee therefore marked the matter as resolved.

982) Committee Recommendation

The Accounting Officer should ensure that pending bills in any financial year are avoided
at all cost. Where pending bills are unavoidable they should form the first charge in the
budget ofthe subsequent year.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

983) Conclusion
266. There were no material issues relating to lawfulness and effectiveness in use of public

resources.

I

REPORT ON EFFECTIVENESS OF INTERNAL
AND GOVERNANCE

984) Conclusion
267. There were no material issues

management and governance.

DONOR FUNDED PR

KENYA DEVELO
(IDA CREDIT N

CONTBOT$, RISK MANAGEMENT

,.- I -v,
t'

veness of internal controls, risk

SE TO DISPLACEMENT IMPACTS PROJBCT
)

REPORT ON THE FINAN
'.1

L STATEMENTS

985) UnqualifigdOpinion
268. There were no material issues noted during the audit of the financial statements of the

. Project.

REPORTON LAWF'ULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCESS

986) Conclusion
269. There were no tnaterial issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVITNESS OF INTERNAL CONTROLS. RISK MANAGI]MENT
AND GOVERNANCE

Report on the Erantinutiott of tlw Report of the .]rultor-Generul on rlrc Stotenunts.fitr the .\'alionol Gor.enttne nt for. the l'ear
enled itl'Jtrne )019

f inanciaI
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I

I

987) Conclusion
270. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

TECHNICAL ASSISTANCE TO ENHANCE THE CAPACITY OF THE

PRESIDENT'S DELMRY TINIT (ADB GRANT NO.55001ss012902)

REPORT ON THE FINANCIAL STATEMENTS

988) UnqualifiedOPinion
27l. There were no material issues noted during the audit of the financial statements of the

Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PTIBLIC RESOURCESS

989) Conclusion
tpiress in use of public272. There were no material issues relating to lawfulne

resources

REPORT ON EFFECTIVENESS OF INTERNA S, RISK MANAGEMENT

AND GOVERNANCE

990) Conclusion
213. There were no material issues effectiveness of internal controls, risk

management and governance

,&

Report on the Evrminatiort o[the Report ofthe
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6. STATE DEPARTMENT FOII INTERIOR

REPORT ON THE FINANCIAL STATEMENTS FOR VOTE I02I

Dr. Eng. Karanja Kibicho, the Accounting Officer for the State Department of Interior
(Vote l02l) appcarcd before the Committee on 1Ofl'May, 2021to adduce evidence on the
audited financial statement for the State Dcpartment of Interior (Vote l02t) for the
Financial Year20l8l20l9. (Minutes of the Committec sittings and submissions tabled by
the Accounting Officer are annexed to this report). He rvas accompanied by the follorving
officials:

8. Mr. Alex Muteshi Director General Citizen Services &
Immigration
Senior Chief Finance Officer
Assistant Accountant General
Director AG
Senior Principal Firiiince Offi cer
DIAG i.... I' i'

cer

Basis for Qualified Opinion

274. Unreconciled varian the financial statements and thc integratcd
financial manage ment n system (IFMIS) trial balance

991) The audit of and IFMIS Trial Balance revealed the following
vanances:

9. Ms. Alice W. Gichu
10. Ms. Loise Kibicho
I l. Mr. James K. Karori
12-Mr. David Mutia
13. Ms. Elizabeth W. Kiano
14. Mr. Peter N. Muita
15. Mr. Joseph Macharia
16. Ms. Catherine Njeri

Account

Financial
Statements

(Kshs.)
IFMIS Trial
Balance (Kshs.)

Variance
(Kshs.)

Recurrent 2,479,224,900 I 0 I, I 71,73 1,035 (98,693,506, I 3 5)
Developrnent 900,195,797 23,885,77 1,501 (22,985,57 5,714)
Deposits 605,551,629 362,816,659 242,734,971
Cash in lland/Transit 152,156,097 346,542,329,253 (346,390,173,156)

992) No recortciliation was provided to explain the above variances. In the circumstances. it
was not possible to ascertain the completeness and accuracy of the accoupt balalces
aflbcted by the differences betu,een the financial statements and the IFMIS l-rial lJalancc.

Submission by the Accounting Officcr

llcport on tlu l:tctntinut ton of the lleytt.t tl' tlp . !u<li tor-Ge nerul httunciol Statcntents.fit the .\'utiourl Gor.ernrnent for the l tur
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I
Account Financial

Statements (Ksh)
IFMIS Trial Balancc
(Ksh)

Variance (Ksh)

Recurrcnt 2.478,224,900.00 l0l,l7l ,731,034.60 98,693,506, I 34.60

Developmcnt 900,195,787.00 23 ,885,77 I ,5 0 I .20 22,985,57 5,714.20

Deposit 605,55 1 ,629.00 362,816,657.90 242,734,971.10

Cash

hand/transit
IN 152,156,097.00 346,542,329,252.90 346,390,1 73,1 55.90

993) -l-he Accounting Officer subrnilted that it \\,as true that the Financial statement of bank

and cash balanccs differs from the one in the trial balance as fbllows:-

994) This was occasioned by challenges in the IFMIS bank auto-reconciliation particularly

missing bank statements in the IFMIS system. The Accounting Officer had engaged the

IFMIS department and financial reporting unit of the National Treasury and was in the

process ofclearing the variances.

Committee Observations and Findings
995) The Committee observed and

(i) The IFMIS bank auto-reconcil

and agencies and requires

(ii) The Committee

on ge was recurrent across state departments

and action by the National Treasury

that the reconciliation of the outstanding variances

ll;:"was ln progress;

(iii) The matter, therefore, unresolved.
,,'r1o. .',*- . -,

Committee Recom mcnddtioi
996) The Comrnittee recorhmended that:

l) The National Treasury must, once and for allo addrcss the challenges facing the

operations of IFMIS and should specifically ensure the full functionality of IFMIS.

2) Accounting Officers must at all timcs ensure that they prcpare and keep proper

accounting records in linc with the provisions of Section 68 (2) (b) of thc PFM Act'

2012.
3) Accounting Officers must at all times cnsure that hey provide accurate records

and other supporting documents pursuant to Section 9 (1) (e) of thc Public Audit

Act,2015.

275. Unreconcilcd Cash and Cash Equivalents Balances
gg7) The statement of assets ancl liabilities reflects casli and cash equivalents balance of

kshs.4,136,128,414 which includes bank balances of Kshs.3,983.972.316 as analyzed in

Note 22 to the financial staternents. llou,evcr. incltrded in the bank reconciliation

statellents \\,ere pa),rnelts i1 the cash book not in the bank statenlents allollnting to

Report on tlte Erontinoion <tl'tlv Relxtrt of tlp .luditor-Getterol on the

emled ]{lt Jme )lllt)

I:'tnctnc'iul Stdtenrcnls .[ot tlrc .\'utional (ioternntent .for tlte l eo'
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Kshs'609-496.111 rvhich have been outstanding since the year 2015. Further. receipts in
the bank statements not irr the cash book of Kshs. 1.615.928.444 had also been outstanding
since the year 2015.

998) In addition, payments in the bank statements not in the cash book included 1ong
outstanding items totalling Kshs.7,389,999,277 and relating to the period between 2016
and 2018. Furlher, receipts in the cash book not in the bank statements totalling
Kshs.418,173,050 have also been outstanding for long and they relate to the period between
2015 and 2018- No satisfactory reason was provided for failure to clear the long outstanding
bank reconciliation items from the books of account.

999) Consequently. the completeness and accuracy of bank balances of Kshs.3,9g3,972,316
included in the cash and cash equivalents as at 30 June,20l9 could not be asceftained.

Submission by the Accounting Officer
1000) The Accounting Officer submitted that it was true that the bank reconciliation statement

has long outstanding balances relating to the period between Zb t S to December 201 g. We
have been able to clear some items as analyzed below.

1001) The reconciled items adjusted in the cash book accordingly and we are in the
process of reconciling utstanding iterns.

1002) Committee O Findings
The Committee obse

(i) That reconciled items ave stnce been adjusted in the cash book accordingly;
(ii) That the ib'boncilidtion of the outstanding items was progressing well;
(iii) The matter is, therefore, marked as unresolved.

Committee Recom mendation
1003) The Committee recommended that:

l) Accounting officers must at all times ensure that they prepare and keep
2) proper accounting rccords in line with the provisions of Section 68 (2) (b) of the

PFM Act,2012.
3) Accounting officers must at all timcs ensure that the1, provide accurate
4) records and other supporting documents pursuant to Section 9 (1) (e) of thc public

Audit Act,20l5.

Other Matter

Report ort tlp Exotttinotion ofthe Repttrr o/ tlte Stutentetts.ftir tlw .\'uttonol Goternrrtent for the I'ectr
etded jll ' June )0 I9

Outstanding . Reconciled Amounttnu

Payment in cash book not in bank 609,496,1 609,496,1I1.00
Receipt in bank not in cash book 1,615, 1,151,915,775.25
Payment in bank not in cashbook 7,3,92 4,068,393,1 2 1 .90
Receipt in cash book not in bank I 18, 404,460,967.1500

.1 t rdi t or -(ic ne ret I on t le I-'i no nci o I
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276. Pending Bills
1004) Note 28 to the financial statements reflects pending bills totalling Kshs.4,374.388,259

ai at 30 June,2019 which were not settled during the year under review but were instead

carried forward to the financial year 2}lgl202O. Had the bills been paid and the expenditure

charged to the account for 2018/2019, the statement of receipts and payments for the year

under review would have reflected a deficit of Ksh.4,137,340,968 instead of the surpltts of
Kshs.237,047,2g1 shown. Failure to settle bills during the year in which they relate to

distorts the financial statements and adversely affects the budgetary provisions for the

subsequent year as they fonn the first expenditure to be charged.

Submission by the Accounting Officer
1005) The Accounting Officeisubmitted that it was true that the State Department of Interior

had tending Bils imounting to Ksh.4,374,388,258.85 during the period undel review. The

State Department had an apploved budget of Ksh. 140,655,91 1,515.00 while the Exchequer

released during the period was Ksh.136,443,011,066.00- Had the State Department

received allthe Exchequer as per the budget, allthe payments would have been cleared'

1006) Committee Observations and Findings
The Committee observed that:
(i) The pending bills were occasioned by exqhequer release bY the National

on the verification of documents payments and clearance of the said

bills; and

(iii) The matter, therefore, remains

Committee Recommendation
1007) The Committee

t pending bills in any financial year are avoided atAccounting Officers sho

all cost. Where
budget ofthe su

unavoidable, theY should form the first charge in the

ir.L.

277. Lack of A iaiNed Assets Register

1008) Disclosed in Annex 2 to the financial staternents for the year ended 30 June, 2019 is a

,u111rrury of lixed assets register. However, contrary to the reporting guideline_s issued by

the pubiic Sector Accounting Standards Board (PSASB), the summary of fixed assets

register attached reflects nil balances instead of actual figures relating to the historical costs

briught forward, additions and disposals during the financial year 201812019, and the

historical costs as at 30 June, 2019.

1009) The audit also revealed that the State Departnlent for lnterior did not maintain a fixed

urr"t, register dr,rring the year under review contrary to the requirements under Regulatious

139 and i+3 of tl,. Pirblic Finance Management (National Government) Regulations, 2015.

As a result, the existence, rnovement, conditions, completettess, valttation and book

balapces of the fixed assets owned by the State Department for Interior as at 30 June,20l9

could not be confirmed.

Treasury.

(ii) The Committee further observed that Bills Committee was still working

tlrc Finonciol Sttttenlents.f(tt the .\'ttttonul Goternrnent for lhe Iear
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Submission b1, thc Accounting Officcr
l0l0) The Accounting officer subrnitted that it was tnre that the State depamment of Interior

had no fixed assets register in the year under review hence the nil disclosure in the financial
statements. The State Department has since put together a comprehensive asset register
rvhich covers both assets at the head office and at the field offices.

l0l l) Committee Obscrvations and Findings
The Committee observed and l'ound that:

(i) The Committee observed that the fixed asset register had been availed for auclit
verification; and

(ii) The committcc therefore marked thc matter as rcsolved.

REPORT ON LAWFULNESS AND EF'FECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

278. Provision of Comprehensive Mcdical Cover

1012) The National Police Service procured a compr'bhensive medical cover for a period of
two years commencing on I October, 2017 to 30 September, 2019 through direct
procurement rnethod. The tender was a to the,Natio nal l{ospital Insurance Fund on
26 September, 201 7 at a contract sum ,805,560

l0l3) Included in the contract 4,785,805,560 was an amount of
Kshs.200,000,000 for excess to cushion members who might exhaust their
limit. This amount was
contract came to an e

the end of the contract but was not refunded when the

verification to show I.law
- ;:, t'

1014) Consequently, it wds not'possible to determine whether the National police Service got
value for money front tlie'amount of Kshs.200,000,000 that was due for refund at the end
of the cornprehensiVe rnedicaI cover contract.

Submission by the Accounting Officer
1015) The Accounting Officer submittecl that it was true that there was a sum of

. Kshs.200,000,000.00 for excess of loss cover paid to the National Hospital Insurance Furrd
(NHIF). However, despite severaltelephone calls and letters demanding an account o1.the
Kshs.200.000,000.00 frorn NI{lF, they are yet to respond. The Departrnent has decided to
withhold Ksh.200,000,000.00 from outstancling bills under the curient contract until NIIIF
accounts for the excess of loss cover.

F'urther inform ation bv thc Na I Hosnital I rance Fund - NHIF

Dr. Pcter Kagunyo the Chief E,xccutivc Officer and the Accounting Officcr for thc
National Hospital Insurance Fun<l ap;learecl before thc Committee on 3,'d June,202l
accompaniecl by, the follon,ing officcrs.

Repot t <lt the llytntmution o/'the Report o/ tlrc .lrrlito.-Gener.ul

no documentary evidence was provided for audit
refundable was applied.

otr the Fitttrrtc'iul Stott:ilpnts for tht, .\'ttiotrul Oot ernnrcnt litt. tlrc l crrr
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l. Ms. Hazel Koitaba

2. Mr. Simon Kariuki
3. Dr. Satnson Kuhora

4. Mr. Joseph Kirubi
5. Ms. Mary Mbau

6. Mr. David Muriithi
7. Mr. Shadrack Kavuthi

8. Mr. Silas Mutwiri
9. Mr. Wyclife Muturi
10. Ms. Wairimu Thang'ate

I 1. Mr. Joseph N. Mutevesi

12. Mr. Samfantony Kyalo

13. Mr. David Njoroge

14. Ms. Nelly Njoroge

And submitted as follows

1. Details of claims and expenses incurred

contract
1016) On lst January 2012, NHIF was

Department of Public Service to
Servants and Disciplined Forces.

Service and Disciplined
and three declared childre
Inpatient, dental, optical, se and

- Director NHIF
- Acting Director Finance

- Head, BDTCM
- Secretary Administration
- Director Probation & aftercare Services

- ASS. Comm. Prisons

- Ass. Director Probation & Aftercare Services

- Chief Insp. Prisons

- Head of Internal Audit
- SACGP

- SACGP
-SP_KPS
- Principal Supply Chain Management Officer
- PS Office

,j..

undd? the saidrmedical cover for the entire

qr,

by GdVernment of Kenya through the State

rehensive medical Scheme for Civil
members were drawn frorn both Civil

iaries were the principal member, spouse

initial benefit package included out-patient,
Group Life.

1017) In 2016, the
medicalscheme

exited the Civil Servants and Disciplined Services

Fund and procured the cover from a private insurer

l0l Gto-G) medical scheme has subsequently been

is and gradually expanded to include the principal,
ion, the benefit package has been enhanced to cover

the, entire spectrum of health needs and services to incorporate preventive, promotive,

curative, rehabilitative, palliative, Work Injury Benefits, Last expense and Group life and

Excess of Loss provisions.

l0l9) On 29th September 2017,the National Police Service (NPS) and the Kenya Prisons

Service (KPS) re-engaged the Fund and entered into a Contract to provide a medical cover.

The period of insurance was frorn lst October 2017 to 30th September 2019, (both days

inclusive) with a provision for renewal at the end of the first 12 months. subject to

satisfactory performance. The prernium payable was KES 4,585,805,560 annually and an

additional Excess of Loss fund of KES 200,000,000. The contracted nttmber of insured

persons was 122j08 principal rnembers and their dependants which translated to up-to

858,956 lives. This contract was impleniented rvith 13,142 ner'v principal rnembers being

Report on tlrc Etantinoliott of the Report of the.lditor-Geteral on tlte Finuncirtl Stctentettts .for the .\'aliorul Got euurent .for lhe [eur
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1!ded u'ithin the period of implementation. This translated to additional premiurns of KES
592,295,968 of which Debit notes were issued by the Fund.

1020) At the end of the contract period, the Employer (NPS and KPS) requested for a 3-month
contract extension, on the same contract terms, and at an add-itional premium of
KES1,201,744,566-f9r t31,245 principal members. Two other extensions were requested
from l st January 2020 -31st March 2020 and I st April 2O2O - 30th June 2020, onthe same
terms. On the three extensions, the NPS/KPS owes the Fund KES g0,633,496 in un-
remitted premiums.

l02l) This Financial year, the NPS/KPS bought a medical cover for l|7,43g principal
members at a premium of KES 4,585,805,560, and an additional KES 200,000,000 for the
Excess of Loss Fund. A partial payment of KES 2,650,000,000 has been remitied thus far.
To respond to the query on details of claims and expenses incurred qnder the medical cover
fortheentirecontract,aStlmmaryisgiveninthetablebelow:

Table I : utilization Report for NpS/Kp s in 2017-2019 period: . 
' 

'

Report on the Esonrination ofthe Report ofrhe.-t .for t h e .\' ct t i on o I G ot e rn n t e n t.[o r t h e I' e o r

t

t-

I

I

I

I

1

Variable Amount 17-18 Amount 18-19

A Premium Payable - Enhanced Schefii
"a\

1n
Y

785,905,560
#, 4,785,905,560

BI Premium Paid- En

4,585,905,560 4,585,905,560

B2 Ex-gratia al

200,000,000 200,000,000

C

1,828,993,000 2,139,914,763

D_
81+82+C

Total Received
(premiums)

Amount 6,414,799,560 6172416201323

E Inburred Claims

4,885,594,409 5,548,231,947

F Other Scheme Expenditure (Last
Expense, Evacuation & Admin) 862,307,910 635,904,796

G: E+F TotalPay-Out 5.747,902,219 6.184,036,743

Hl : G/D Overall pay-out Ratio 89.60 91.96

H2

E(Br+C)
Medical Loss Ratio 76.16 82.5 r

ended ifl' Jme 1019

trlitor-General on the Financial StoteDrr.ilts

Page 203



lo22) tn addition, I would like to bring to the attention of the committee the following:

. The total amount received of KES 4,785,805,560 was paid annually is inclusive of a

premium of KES 4,585,805,560 for the medical cover and a Fund of KES 200,000'000 for

Excess ofLoss.
o As at 30th September 2019, there were 135,850 principal members covered in the scheme

against the initial cover for 122,708 principal members'

. The Pay-out ratios for the policy years ending 30tn September 2018 and 30th September

2019 were 89.6% and 92.0Yo respectively'

. The utilisation reports submitted to the employer (NPS/KPS) were provided

2. The total number of officers who exhausted their cover limits if 4ny and by how

much,
r023) Reference is made to Contractual agreement between the Management of

NHIF' 'and the "Principal Secretary, Ministry of Interior natron of Government

on behalf of the NPS and KPS"; Endorsement 1 Clause "excess of loss

who may exhaust theNPS to cucover of KES 200,000,000 will be paid by

limits".

lO24) In the period lst October 2017 ro 3

dependants exhausted their medical

Excess of Loss Funds utilized. These

a) Reference is made to

section will be covered uP to

b) Reference is made to

KES 60, 000 and KES

c) Reference is also

for out and in

hereunder:

limits are profiled as

xxx that states "Emergency caesarean

200,000 as a stand- alone benefit"

lause xxiv and xxv on the limits of liabi lity of

the Dentaland Optical services covers respectively'

1 clause xxxv that states "Facilities to be visited

categorized and availed depending on Job Groups as

A - L; PG I -7 forPoliceand PG I -8 for Prisons

M - Q; PG 8 - l0 for Police and PG 9 - 12 for Prisons

R - T; PG I I - 12 for police and PG 13 - 15 for prisons

ber 2019, 1,832 officers and their
to KES 394,673,573 of the

. Cstesorv I. ffiorfz

.*y*r.E#r,
:JG
:JG

1025)r,,Withinlthe contract period, the employer (NPS/KPS) requested for services at

additional non-compreheniively contracted pioviders for category I beneficiaries' These

are 
"*"trAed 

from ic) above. iable 2 outlines Limits of liability on the contract for the

provision of .o*pret,"nsive medical cover for National Police Service and Kenya Prisons

Service signed on 29th September 2017'

Table 2: Limits of liabilitY on the Excess ofLoss

Report on the Exaninotrott of the Report of the '1
the l ear
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Excess of Loss Funds

received
200.000.000 200.000.000 400.000.000

Balance b/f 42.565.325
Total funds 200,000,000 242,565,325 400,000,000
Incurred Claims

Inpatient care (lower JG
High-end HCP)

139,721,107 205,554,091 345,275,199

C/Section 2,570,930 9,642,567 12,213,497
Optical 10,283,336 12,179,202 22,462,539
Dental 2,674,006 8,319,324 L0,993,330
Higher JG who
exceeded limits

have 2,195,296 1,543,724 3,729,020

Total Funds utilization 157,434,675 237,239,999 394,673,573
Balance c/f 42,565,325 5,326,427 5,326,427

1026) In the period under review, the NpS/KpS Schem e{ 142 principal members to
the cover as outlined below. These accrued an ium of KES 592,295,968, as
at 30th September 2019. These amounts have billed the premiums have not been
received

Table 3: Statement on receivables

Report on the Examinotion of the Report of the .for thc .\'rrtional Gor.ernntent./br the I'ear

Cover Period Populatio
n

,{

f*$

Premium
received
(Excess of
Loss Fund)

Balance Remarks

l st Oct 2017 -
30th Sept 2018.

,,*i

122,70qf'r $r[,795,g05,560 4,585,905,56

0

(200,000,000

)

0 Annual
cover &.

excess of
loss

lst Ost 2018 -
3Qth,Sept 2019

122,709 4,795,905,560 4,585,805,56

0

(200,000,000

)

0 Annual
cover &
excess of
loss

lst June 2018 -

3Oth Sept 20 I 8

3,197 36,021,349 0 36,021,349 Additional
members

for KPS
I st Oct 2018 -

30th Sept 2019

3,197 108.064,044 0 108,064,044 Additional
members

for KPS

ettded )0'Jrln )()19
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I

lstJune20l8-
30th Sept 20 I 8

9.945 |2.052.644 0 112.052.644 Additional
members

for NPS

I st Oct 2018 -

30th Sept 2019

9.945 336,157,932 0 336,157.932 Additional
rnembers

for NPS

TO'|AL 10, I 63,907,08

8

9,57 | ,611 ,12

0

s92,295,968

Debit notes for additional premiums were a lso provided

3. Any other information that may be relevant to the mattcr.

l0Z7) [n recognition of the unique challenges in accessing and controlling the cost of rnedical

services for the National Police Service and the Kenya Prisons Services, the Fund has

endeavoured to rnodel benefits on value-based financing models, including, a unique

provider paylnent mechanism to ensure portability of Medical Outpatient services due to

the nature of work for the NPS/KPS officers.

1028) The Fund endeavours to transfonn into a sustainable strategic purchaser of healthcare

benefits for all beneficiaries. The current and futuie plans towards these are:

i. The recently rolled out biometric registrfltior,r and identification of beneficiaries to

reduce the incidences of beneficiary impersonation;

ii. The fullautomation ofthe empane ing and claims management processeslmeiit,-oontract
rl . 'h

',1 iat the Fund;

iii. For this scheme, reconcilia

the close of the current

iv. Yearly reconciliations{bi
Funds;

the accounts (premiums and excess of loss Funds) at

schemes; both premiums and Excess of loss

Adopting atr holder forum on costing of benefits and adjustment

of premiums based on prevailing medical and market inflation

rates.

1029) Further, the Fund wishes to enhance absorption of the G-to-G medical covers by

improvingrnedicalbeneflts design and procurement in cognizance of the uniqueness o{'the

benefi c iary categories.

1030) Finally, the Fund wishes to assure the National Assernbly of its cornmitment to fulfil
its mandate of securirrg financial risk protection against the catastrophic effect of out-of-

pocket spending on healthcare services for all Kenyan residettts through prudent financial

management of rnetnbers' contributions and other resources.

l03l) Committee Observations and Findings
The Con-rmittee observed and found that:

(i) The Cornmittee observecl that the explanatiott given b1'the Chief Executive Of flcer u'ith

regard to the provision o1'comprehensive rledical cover to the National Police Service

and the Ketrl'a Prison Service \\'as satistactor)':

ieniiiil'natidndi stake

uni ,"i*uursements

Report on the Eruntin(ttion tttthe lleport d tlrc .ltulitor'(ienerurl rttt the Finctnc-itrl Stttenunts lbr the.\'4ltonul Goternnrcnt /br tlta \eut'
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(ii) The Committee also observed that the Chief Executive Officer provided all the
supporting docutnents including bank slips. bank statements and payment vouchers for
audit verification;

(iii) The Committee furlher observed that the expenditure of Ksh. 200.000,000.00 was well
explained with supporting documents availed; and

(iv) The Committee therefore marked the mattcr as resolved.

279, Proposed Nyamarambe police post Residential Houses phase l l
1032) The tender for construction of the Proposed Nyamarambe Police post Residential

Houses Phase II was awarded to a local construction eompany at a contract sum of
Kshs.9,740,635. The contract agreement was signed on 20 May, 2019. The duration of the
contract was 20 weeks commencing on l8 May, 2019 to l8 Novemb er,2019. The scope of
works entailed among others; construction of superstructure conciete framing with both
external local bearing and infill wall partitions; and roof structure (fram6) cov=er and rain
water gutters.

1033) From an audit inspection
contractor was required to use
cut, bent and placed in positi
However, the contractor used
second floor.

1034) Further, the contractor was
stones costing Kshs.l,0

conducted on 30 A
l6mm high yiel
on for
l2mm di

was observed that the
inforcement bars to BS
the Bill of Quantities

square reinforcement bars on the

" or "Oloolunga" natural dressed

bricks and natural dressed

1035) In the circum possible to determine whether Kenya police Service
got value for 9,740,635 spent on the project.

Submission by the Officer
submitted that it was true that the contractor was1036) The required to

use l6mm yield square twisted reinforcement bars to BS cut. It is however not
true thatll.2.mm high yield square reinforcement bars were used in the second floor

walling. However, the contractor used clay
of poor quality.

The Proj ect ma'nager confirmed in his report dated January 2020 that D16 was indeed used.

1037) It was also true that the Contractor was required to use natural dressed stone as
'Kedowa' or 'Oloolunga' for internal walling coating. He was however, given a site
instruction by the Project Manager to use clay bricks for internal walling (p-artitioning).
The resultant saving was used in fixing external kitchen balcony grills ivhich were not
provided for in the BQS.

1038) Committee Obsen,ations and Findings
The Committee observed and found that:
(i) The Cornmittee observed that the subrnission given by the Accounting Officer r.r,as

satisfactory; and

(ii) The Committee therefore marked thc mattcr as resoh,ed.

Report on llrc Exotttinotion ol'tlrc Report oftlrc .l on the Financiol Stetenents .for tlp .\'utional Got.erntnent for the I ecrr

ended )t/" Jtme )0 !9
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280. Completion of Kamukunji Police Lines

1039) The tender for completion of Karnukunji Police Lines was arvarded to a local

construction company at a contract sum of Kshs. I 5 I ,190.254. The contract agreement was

signed on l8th October,2018. The project was scheduled to take 52 weeks from l8
October, 2017 butthe project completion date was further extended by 24 weeks.

1040) The scope of work inclr"rded; fencing and perimeter wall; supply, installation, testing

and commissionilg of electrical installations;plumbing, drainage, fire protection and water

reticulation services; and supply, delivery and installation of high-level and low-level water

tanks and booster pumps.

l04l) An audit inspection conducted on 6 January,2020 revealed the following deficiencies:

The roof tops that had been constructed using galvanized iron sheets were leaking in all

the three blocks while the white PVC T&G ceiling boards fitted were loose and, in

some houses, had fallen off.
The Bill of Quantities provided for three aluminiutir coated steel ladders not less than

9000mm long. However, the contractor did not fitihe same

iii. The Bills of Quantities provided for 48 ,"t. 5i S levei'iirortice locks for doors fitting.

The contractor instead used latches. Further, thO contractor did not fit 40mm diameter

rubber door steps as provided for in lof Qiiantities
The windows were not fitted the Bill of Quantities.

The heavy gauge chain-link fence above ground was not constructed as

per specl fications of the B

vl The Bill of Quantities for two steel gates of 4500mm x 2400mm comprising

of25x25x3mm embers at 100 mm welded to 25 x 25mm horizontal

members at 4OPrnn complete with gateposts wheels and guiding rails

However, only'iihggatp,v/as constructed according to the foregoing specifications but

the wheel; anct guiiiing rails were not functional. Further, the second gate did not meet

the abov! specifications while the culvert and head walls were not constructed as

provided for in the Bill of Quantities.

1042) The Bitl of Quantities provided for provisional sums of Kshs.20,000,000 and

contingencies of Kshs.5,000,000 for additions required to complete Kamukunji Lines
police Station and tbr provision fbr fluctuations in prices, respectively. However,

documentary evidence on how the total amount of Ksh.25,000,000 was utilized was not

availed for audit review.

1043) The Bill of Quantities under preliminaries included provisions for the following

services/iterns: prevention of accidents, damage or loss-Kshs.260,000; working conditions-

Kshs.l20,000; labour camp - Kshs,200,000; dernolitions and alterations-Kshs.200,000;

materials fi.om demolitions-Kshs.100.000; existing services-Kshs.150,000; performance

bond-Kshs.300.000; delivery of tettde r-KsIts.25,000; project nlanagers expellses-

Kshs.1.538.240: desktop computer-Kshs.400.000: training-Kshs.1.000.000: area to be

Report on the Etuminarion oftle Report ol the .'luditor -Oenetul on tltc
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occLlpied by contractor-Kshs.200.000: protection of u,orks-Kshs.500,000; training levy-
Kshs.500,000 and hoarding-Kshs.500.000. However. no documents were provided for
audit to confirm how the foregoing preliminaries amounting to Kshs.5 ,993.240 were
accounted for.

1044) Consequently, it was not possible to determine whether value for money was obtained
in respect of the expenditure of Kshs.15l,l9O,254 incurred on the contract for completion
of Kamukunji Lines Police Station.

Submission by the Accounting Officer
1045) The Accounting Officer submitted as follows:

ii) Main works - Roofing
1046) It was true that the approved concrete roofing tiles were not used as provided for in the

BQs but instead IT 5 roofing sheets were used and was approved by*he project manager.
This was necessitated by the fact that the tender documents were.prepdlpd in ihe year 2013
and the work executed in the year 2017 when the specified,eonciete. ryoofing tiles were out
of market. .,, ',). 

.

t'r t 
"ad

iii) Leaking roofs due to poor workmanship

"#*."0
1047) It was true that the roofs were leaking. later

good by the contractor.

iv)Aluminium Coated Steel Ladder
1048) This item was not done by the

from the final account.

v) Doors
1049) This was ca rst and made good by the contractor

vi)Windows

in the snag list and made

has not been paid for. This will be omitted

1050) The
account.

windows
. *i.

fixed by the contractor and will be omitted from the final

vii) Perimetdr;rvall
l05l) It',is tiu.e that chain link fence was not constructed as per the bill of quantities,

"specifications. This was requested by the client due to security concerns since the section
was exposing the station building to the Ring Road side. In its place, a masonry wall of 4m
high was done.

viii) Provisional sums - Kshs. 25,000,000.00
1052) The Bill of quantities provided for a provisional sum of Kshs.20,000,000.00 and

Kshs'5,000,000.00 in respect of contingencies for repairs required to complete Central and
Pangani police stations and provision for fluctuations respectively. The provisional sum of
Kshs.20.000,000.00 and Kshs.5,000,000.00 was for Kamukunji project only. Some of the
iterns taken care of by the Provisional sulns are:
- Pedestrian gate

Report on the t-xcrrtrirttrtion oIthe Reporr otthc.1trclitor-Generol on tlrc St o t e n re n t s.[or t h e .\' rt t i o nu I G ot e r n n c n t for t h e I'e cr r
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- Gate house

- Pump house

- Additionalcivilworks
- Extendedpreliminaries.

1053) Final Account is being prepared by the Project Manager. The project is complete and

the buildings are in use. All the defects were made good and a handing over certificate

issued accordingly.

1054) Committee Otrservations and Findings
(i) The Committee however observed that the submission made by the Accounting Officer

was satisfactorY; and

(ii) The committee therefore marked the matter as resolved.
':

281. Proposed Completion of Pangani Police Station Civil Works

1055) The tender for the proposed completion of
awarded to a local construction company at a

contract agreement was signed on l0 April, 20

period of 52 weeks from l0 April, 2018

parking areas. An audit inspection

contractor had abandoned the site and

January, 2020 revealed that the

not been completed

1056) Further, the comPact 25mm bituminous wearing course, the joint precast

concrete channel 250x12 100mm thick concrete bed and haunch, the

footpaths, storm water open and slotted work, headwalls and culverts, foul

water drainage works the manhole constructions had not been done as per

the Bill of
exposed.

the contractor left the manholes dangerously open and

105 money was obtained

for the cornpletion of

SubmiSsion by the Accounting Officer
iOSg) The Accounting Officer submitted that it was true that:

o The Contractor abandoned the site in July,20l9 and works had not been completed. A

warning letter was subsequently issued to the Contractor on l0tl'January,2020 by the

project manager to resume work which he failed to do'

. The Ministry is in the process of temrinating the contract in accordance with the termination

clause ofthe contract.

1059) I also rvish to state that By the time Contractor abandoned site. the Works rvere at 8502

cornpletion rvhile the cerrifiecl amount u,as about 7l% (Ksh.7.741.580.00) of the contract

Reporr on rlrc Exomination of the Report of the .1

emtetl )0' Jtrne l0l9
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sum of Ksh.10,839,488.00 as per project Manager's letter Ref: SD/D9l/pAN-
POL/82|6956BVOL.Iy5 dated t8rh August 2020.

1060) Committee Observations and Findings
(i) The Committee observed that the submission made by the Accounting Officer was

satisfactory; and
(ii) The Committee therefore marked the matter as resolved. r- 

..\,

. tq,*,'

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK
AND GOVERNANCE

1061) Conclusion
282. There were no material issues relating

management and governance.
to effectiveness of controls, risk

REVENT'E STATEMENTS _ STATE DEPAR

REPORT ON THE REVENUE STATEMENTS

Basis for Qualified Opinion

283. Fees on Use of Goods and
1062) The statement of

having been received
the audit revealed the

R

reflects an amount of Kshs.4,838,182,626 as

fees on use of goods and services. However,under

ies:

283.1 Under-Charge at Betting Control and Licensing Board

1063) records maintained at Betting Control and Licensing Board
did not use the recommended revenue collection rates during the

of various classes of licenses. This resulted in the revenue undercharge
which is yet to be accounted for.

by the Accounting Olficer
The Accounting Officer submitted that it was true that:

a) Kshs 1,000,000.00 (under receipt )
The under receipt of Kshs. 1,000,000.00 relates to Gamcode Ltd. The Betting Control &
Licensing Board communicated to the company informing them of the outstanding
receipt for Public Gaming License of2018l2}l9 FinancialYear. The company responded
on 416/2019. Since there was no evidence of the receipt, the BCLB declined renewal of

Report on the Examinatiott qf the Report the .\'ational Got emnent.for the l'ear
ended 30t' June 2019
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their License for 2019l2O2O as per attached letter Ref: BCLB 1l/13 VOL.lV. Dated lst

July 2019.

It has emerged that the company has since closed gaming business and some of its
promoters have left the countrY.

b) MR. 8.5245718 - (under receiPt )
The undercharge of Kshs.500,000.00 indicated by our Auditors was subsequently paid

vide receipt No. MRB52 45718. Renewal Application fee is paid on application to unlock

the License process. The application was paid vide receipt No. MRB5246186. Proper rates

were applied in both cases.

1065) Committee Observations and Findings
(i) The Committee observed that the explanation provided by lhe Acqou4tihg Officer was

satisfactory;

(ii) The Committee therefore marked the matter as
|Fj,oiveo'
\:

283.2 Uncollected Revenue For Hire of Security I-,p'

1066) Examination of records maintained at ent Buildings Unit revealed

that an amount of Kshs.143,233,000 security services offered to Kenya

Revenue Authority from JanuarY, ,2019 had not been received or collected

This is contrary to Section 57( Police Service Standing Orders which

requires payments to be services are deployed or offered.

1067) Further, a review Police records revealed that various banks were

offered security ly,2018 to June, 2019 in respect of which an amount of

Kshs.8,526,033 had received or collected for the security services rendered. In

Police Unit (CIPU) also rendered security services to

clients for which an amount of Kshs.gl1,450 had not been

Memorandum of Understanding (MoU) between the CIPU and

re of security services was not provided for audit review.
il, '..;

1068) Under the circumstances, the accuracy and completeness of the reported fees on use of
' 

goods and services receipts of Kshs.4,838,182,626 for the year ended 30 June, 2019 could

not be confirrned.

Submission by the Accounting Officer
1069) The Accounting Officer subrnitted as follows:

1070) Security of Governtnent Buildings

uclitor-General onReport on the Erutntinotiott of the Repot t of the .1

entletl ilt'Jute l0l9
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l07l) The cumulative figure of Ksh.143,233.000.00 (One Hundred and for-ty three Million.
two Httndred and thirty three Thousand) which was in arrears fi.orn January.2016 to
October,2Ol9 was due to non-payment by KRA for security services rendered to them.
Several demand notes and invoices have been sent to them before and after this audit query
but they have not been able to pay to date; Refer to SGB/KRA/20/VOL.V\I50 dated l3th
November 2020 and SGB/QM/009/VOL.VIlll79 dated 25TH March, 2019 anached
herewith for ease of reference.

1072) The KRA management agreed on the receipt of all correspondences to them Ref:
KRA/CSSD/24/7lYol.lY/l28dated lOthApril,20lgacknowledgingthattheyreceivedthe
services and have factored the debt in the funding request made to the National Treasury.
They promised to clear the debt when funds are made available by the Treasury.

Further submission by the Kenya Revenue Authority - KRA
Mr. James Githii Mburu, the Commissioner General Accounting Officer for the Kenya
Revenue Authority - KRA appeared before the Committe" oi^g,h June,202l accompanied by
the following officers.

oner

: jr'
't'l

Cirstoms

issioner Customs

issioner Customs

1073) On why KRA had not for Security Services
o The authority was
o The authority was

could not raise'enough money pay debtors
meet the budgetary needs of the organization.

1074) On further deli by Members on this matter, it was resolved that the KRA
should ensase with the

" r??.

this matter,
ipal Secretary Interior and other concerned parties to settle

1075) "The Committee would also engage the Principal Secretary of the NationalTreasury to
ensure adequate budgetary allocation is rnade to critical institutions such as KRA to meet
their fi nancial obligations.

Nairobi Area Police
1076) It is true Nairobi Area Police offered security services to various Barrks frorn July 2018

to June 2019 in respect of which an amoLlnt accrued of Kshs.8,008,433.00 and not
Kshs.8,526,033.00 as indicated by the Auditors.

Report ott tle Erontination ofthe Repor.t ol the .luclitor-Genercrl on the Fittcrttcrul Statenrcnts .[or tlrc .\'cttionrtl Got erntnent fttr the I etrt.
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1077) There has been a follon,up by the sub counties concerned and payments had been

effected to the tdne of Kshs.6,043,233.00, hence the outstanding amount is

Kshs.1,965,200.00 which follow up is being done by the various sub- counties'

Critical Infrastructure Police Unit
l07g) All the outstanding Revenue in arrears amounting to Kshs.g l 1,450.00 has been paid as

indicated on the table and copies of cheques which were attached.

1079) Committee Observations and
by the Accounting Officer was satisfactory(i) The Committee observed that

(ii) The Committee further o the Kenya Revenue Authority - KRA was yet to c lear

security services

same;

43,233,000.00 as a result of lack of budget for the

1080) The ittee ed that:

1) Within months upon adoption of this report, the KRA be gazette as a

strategic n institution/insta llation.

2) The Hp-riil ,of Public service should, within three months upon adoption of this

repo rtr. establish a common multi-agency approach towards treatm t of costs

related to security of strategic government institutions and installa tions.

28,4 Banking of Revenue in Undesignated Accounts

l08l) On 20 November,20l8 and again on 14 June,2019, the Accounting officer for the

State Department for Interior. directed that all revenue collected by all departments under

the State Department for Interior directly and thror.rgh Hudttma Centres, County registrars,

Sub-Cognty registrars and all regional coordinators should always be banked imrnediately

and directly into the Central Bank of Kenya Accottrtt No.1000209585 and Kenya

Commercial Bank. Account No.l I 19750730 for the Ministry of Interior and Coordination

Report on the Exantinalrcn o.[rhe Report ofthe

etilei! .30t',lune l0l9
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AMOUNTINSTITUTIONs/No
84,600.00Family Bank1

122,800.002 Barclays Bank
35,000.00National BankJ
35,500.00Universal Traders Sacco4
103,950.00G4S5

28,500.00Wells Fargo6
69,900.0,0Credit Bank7
1078 Sidian Bank

9 Landmark Holdings Ltd
lzt%tooo.ooBenchmark Distributors Ltdl0
911 0.00Total arrears
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of National Government. However. examination of revenue records revealed that despite
the Accounting Officer's instructions. the Kenya Police Service and the Seclrity of
Government Buildings Unit have continued to bank the revenue collected in undesignated
accounts at the National Bank of Kenya Account No.01001005016300 and Account
No.0l 00 I 000904600, respecrively.

1082) Further, during the year under review, revenue transfers were done quarterly to the
account maintained at the Central Bank of Kenya rather than immediately contrary to the
Accounting Officer's instructions, which also required revenue returns to be submitted to
the State Department for Interior Headquarters by the 5th of every month. No explanation
has been provided for the noncompliance.

Submission by the Accounting Officer
1083) The Accounting Officer submitted the Principal Secretary directive'Ref No. AC: lO/5/l

VOLI/16 dated l4th June,20l9 has been largely adhered tg.by'the two Departments i.e.
Kenya Police Service and Administration police instance, in Security of
Government Buildings and VIP protection Unit the

":I--
W8S" felayed to the institutions

through circular letter Ref no. NPS/ApS/F VOL 5) dated 6th January,2020.
The only institution that had failed to do so S of Law which has since been
directed to conform through attached in As strated above, the directives have
been followed except a few cases follow up is being done.

1084) Committee Observations
(i) The Committee observed ion provided by the Accounting Officer was

satisfactory; and

(ii) The Committee th the matter as resolved.

REPORT ON EFFECTIV SS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVER}'PANC E

1085) ConcluSion'
285 Theie were no rnaterial issues relating to effectiveness of internal controls, risk

management and governance.

NATIONAL COHESION AND INTEGRATION COMMISSION

REPORT ON THE FINANCIAL STATEMENTS

1086) Unqualified Opinion
286 There were no material issues noted during the audit of the financial statements of the

Conimission.

Report on the Exournation ofthe Report ol'tlp.1 on the Financial Stotettents .[or the .\'utt<tnal Got.ernnent for tlrc l e ctt

en.led )Ot Jnrc:019
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

1087) Conclusion
ZB7 There were no material issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

1088) Conclusion
288 There were no material issues relating to effectiveness of . internal cbntrols, risk

management and governance. '''r"";' 
',1,\,. i, ,.

,*oXu*\it uf*GOVERNMENT PRESS FUND

REPORT ON THE FINANCIAL STATEMENTS

1089) Unqualified OPinion
289 There were no material issues

Fund.

REPORT ON LAWFULNES
RESOURCES

1090) Conclusion
290 There were no

resources.

V

Report on the Exantinatiott qfthe Report ofrhe

ended i|t'June 2ol9

it of the financial statements of the

SS IN USE OF PUBLIC

relating to lawfulness and effectiveness in use of public

SS OF INTERNAL CONTROLS, RISK MANAGEMENT

ilte Fincrncial Stolentents.for the .\'ational Goternntenl.for lhe lear
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ladfftbfiftlusion
Zit itrt.. were no material issues relating to effectiveness of internal controls, risk

management and governance.

NATIONAL HUMANITARIAN FTJND

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified OPinion
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292 .Unsupported Payments To Internally Displaced persons
1092) As disclosed in Note 4 to the financial statements. the National Humanitarian Fund

made payments totaling Kshs.176,600.319.00 to Internally Displaced persons (lDps) under
cash payments programme in 20l8l2}l9 financial year. However, supporting schedules
for the payments were not provided for audit review with Management indicating that the
banks requested for more time to collect the data from various branches that paid the IDps.

1093) In the circumstances, it has not been possible to ascertain the propriety of the
expenditure of Kshs. 176,600,319.00 included under other grants and transfers and
payments in the statement of receipts and payments for the year ended 30 June, 2019.

Submission by the Accounting Officer
1094) The Accounting Officer submitted

the National Hurnanitarian Fund discl
Internally Displaced Persons (lDp'S) u
year. The banks requested for more time to
IDPs. A 500 page soft copy was forwarded

1095) Committee Observations and Findings
(i) The Committee observed that the

and bank statements which
(ii) The Committee therefore

293 Unaccounted for Adva
1096) The statement of fi

advances totaling Kshs
financial statem

and Kshs.1,000 ,000

tn,'2014/2015

it was true that Note 4 to the financial statements for
osed payments totaling to fshs.i70,600,319.00 to
nder cash paynent programme in 2018/19 financial

that paid the

r had availed payment schedules
to be satisfactory; and

r as resolved

and liabilities reflects outstanding imprests and
as at 30 June, 2019. As disclosed in Note 5B to the

advances of Kshs.68,960,000.00, Kshs.2,000,000.00
to County Commissioners of Mandera, Nakuru and
financial year for onward transmission to the

were

issued

Bomet respectively

benefi ciaries'(itDPr), However, no evidence has been provided as a proof that the funds
reached the iptended beneficiaries.

1097) In the circumstances, it has not been possible to ascertain the completeness, existence
and accuracy of the imprests and advances balance of Kshs.7l,960,000 as at 30 June,20l9.

Submission by the Accounting Officer
1098) The Accounting officer subrnitted that the outstanding advances relate to Authority to

Incur Expenditures (AIEs) issued to County Commissioners of Mandera, Nakuru ancl
Bornet in2014/2015 financial year by the Ministry of Devolution and planning. Detailed
findings are as below:
a. Nakuru

Report ott the f,tuninatron oItlrc lleport o/'tlrc.l s.[ot the .\'crtional Qoternntent.[or the leur.
cndecl )tl' .lunc )A l9

ttditor-General on tlrc Finqncful Stotenent
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1099) The Counry Commissioner Nakuru received Kshs.2. 000.000.00 on 7th April 2016 vide

AIE no. 172760 beilg fgnds for construction of classrooms in two schools, Chebugen

primary school and Governor Secondary for supporting Internally Displaced Persons.

(lDps). Kshs.1000,000.00 was spent on construction of classrooms at Governor Secondary

School, Naivasha. The balance of Kshs.1,000,000.00 was returned to the Ministry of

Devolution and Planning because the funds were for Chebugen School which is in Bomet'

b. Bomet
I100) The County Commissioner Bomet received Kshs'1,000,000'00 on 26th May 2016 Vide

AIE no. 631876 and a lener Ref: MDP/3l4lY}L.llll4T dated l6th April 2016 being funds

for construction of classrooms in Chebugen Primary School for support of Internally

Displaced Persons (IDPS)'

c. Mandera ., ,i'
1l0l) The County Commissioner Mandera received Kshs.68,690;000.00 vide AIE No'

Al7Z757 for construction of 104 No. IDP housing unitsi,at Rham'u. A team of internal

auditors confirmed that the tendering process was in aclordanbe with the procurement laws

and that the 104 housing units were actually

1102) Committee Observations and Findi
(i) The Committee observed that the

vouchers with other suPPorting

satisfactory; and

(ii) The Committee therefore

1 ,+1

had availed copies of PaYment

audit verification and found to be

as resolved.

the Finctncirtl Stcttenvnrs-for tle .\'crtional Cotentuent.fot lhe l-ear
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294 Long Outstanding tion Items

1103) As disclosed 5A the financial statements, the statement of financial assets

and liabilities refl cash equivalent balance of Kshs.567,652,452.60 as at 30

, totalling Kshs.6,912, 100.70 in the bank statement not yet recorded in the cash book which

, have also been outstanding since 2017.

ll04) No satisfactory explanation has been given for failure to clear the long outstanding

balances.

Submission by the Accounting Officer

It05) The Accounting Officer submitted that the long outstariding bank reconciliation items

have been identified and cleared.

Reporr on the Etoninatiott ofthe Report of tlte .-l

en<led}0t'Jtnp )019

uditor-General on



1106) Committee Observations and Findings
(i) The Committee observed that the Accounting Officer had availed copies of bank

reconciliation documents for audit verification and found to be satisfactory; and
(ii) The Committee therefore marked the matter as resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIq.'"
RESOURCES

I107) Conclusion
295 There were no material issues relating to lawfulness and

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS
AND GOVERNANCE

I108) Conclusion
296 There were no material issues relating of internal conhols, risk

management and governance.

"a. /

Report on the Exantination ofthe Report ofthe .1 Statentents lor the )'ational Oovrnntent.for the l'ear
ended 30t'June 2019

uclitor-Cenerul on the Financial
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7. THE STATE DEPARTMENT FOR CORRECTIONAL SERVICES

REPORT ON THE FINANCIAL STATEMENTS FOR VOTE IO23

Ms. Zainabu Hussein, the Accounting Officer for State Department of Correctional

Services (Vote 1023) appeared before the Committee on 2nd June, 2021, to adduce

evidence on the Audited Financial Statements for State Department of Correctional

Services (Vote 1023) for the Financial Year 201812019. (Minutes of the Committee sittings

and submissions tabled by the Accounting Officer are annexed to this report). She was

accompanied by the following officials:

1. Mr. Wycliffe O. Ogalo

2. Mr. MwangiDaniel
3. Mr. Philip Mwangi

4. Mr. Joseph Kirubi
5. Ms. Mary Mbau

6. Mr. David Muriithi
7. Mr. Shadrack Kavuthi

8. Mr. Silas Mutwiri
9. Mr. Wyclife Muturi
10. Ms. Wairimu Thang'ate

I 1. Mr. Joseph N. Mutevesi

12. Mr. Samfantony Kyalo

Commissioner General, Prisons

Audit & Accounting Manager

Senior Chief Finance Officer

SONS

Audit

lces

P

- KPS

13. Mr. David Njoroge - Principal Supply Chain Management Officer

14. Ms. Nelly Njoroge - PS Office

And submitted as

297. Unsuppo.{q_g from Development Vote to Deposits Account

ll09) The S'fdtps.rent of assets and liabilities reflects a balance of Kshs.130,469,777 under

acoounts payables - deposits which includes an amount of Kshs.S6,588,053 that was

. 
.transferred'from the State Department's Development Account to Deposits Account.

According to Management, the transfer was in relation to retention money withheld from

various contractors. However, no documentary evidence was provided for audit review to

confirm the contracts in respect of which the retention money was withheld, and the amount

deducted and withheld for each contract.

I l l0) In these circumstances, it was not possible to confirm the validity and accttracy of the

account payables - deposits balance of Kshs.130.469,777 as at 30 June. 2019.

lleport on the Etanunaliott o.f tle Report o./ tlrc

entletl )O|Jtme )019

the Finuncial Stcttenrcnts .for the .\'cttional Oovrnnretu .for tht' l ear
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Submission by the Accounting Officcr
I I I l) The Accounting Officer submitted that it was trure that the State Depafiment Transferred

frorn Development Vote to Deposits Account an amount of Ksh.56,588.053.00. This
amotlnt related to retention monies held by the Defunct Office of the Vice president and
Ministry of Home affair as at June,20l3. The amount held at the Central Bank of Kenya
vide account number 1000122099 was transferred to the exchequer account on 06 October,
2014 and the bank account closed. The State Deparlment was advised vide National
treasury letter REF:A G. 3ll7 6 Y ol.l124 dated 3 1st March , 2017 to request for budgetary
allocation.

lll2) The balance after five years will be surrendered to the Exchequer as per the pFM Act
Regulation 2015 which started from the financial year20lg/2019.

I I l3) Committee Observations and Findings
The Committee observed and found that:

l) The explanation given by the Accounting Officer.with regard to the unsupported
transfers from development vote to deposits accormt was,satisfactory;

2) The Accounting Officer had provided all the,supporti+g documents including bank
slips, bank statements and letters of author,itf.for audit verification; and

3) The Comm

Other Matters

298. Pending Bills

ittee marked the matter

020

1114) Note 14 to the

Kshs.6,278,208,

but carried forward

'' statements reflects pending bills amounting to
2019 which were not settled in the year under review
financial year. As further disclosed in Annex I to the
bills balance includes long outstanding unpaid billsfinancial sta[ements, pending

total ling to kihs.6,z l .2,ZBg, 1 60 and relating to 201 712018 and earlier years. Failure to settle
bills in the'year to'which they relate adversely affects the subsequent year's provisions to
which they have to be charged.

Submission by the Accounting Officcr
I I l5) The Accounting Officer submitted that it was true that the State Department's pending

bills as at 3Oth June,20l8 amounted to Kes.6, 204,906,533.85. The pending bills are a
carryover from various financial years.

lll6) Owing to the audit reports that declared the pending bills as non-payable dr"re to the
interttal weaknesses inherent in the clairns. the State Department sort advice from the
National Treasury-Pending Bills Multi-Agenc1, Task force. The alrosltt of
Kes.6-204.906.533 was {brri'arded to the National Treasury pencling bills closing

Report on rlrc Etanintttion ofthe Report o/ the .ltdrtor- General ort tlrc Fittqncial Stutentents for tlte \ationol Got ernurcnt for the l enr
enlil j0 Jurc )019 Page 221



committee for fufther guidance vide the State Department's letter to the National Treasury

Ref No: SDC/SEC/PRIS/l l/40 dated 28th June 2019'

I I l7) The National Treasury Pending Bills Multi Agency team observed that as the bills do

not meet the criteria for payment as observed by the auditor. However since most of the

claims were lacking supporting documents that were supposed to be internally generated,

the pB- MAT advised that those lapses were due to internal weaknesses and therefore the

need to waive some of the requirements as per the Public Finance Managernent Act

(PFMA), Public Procurement and DisposalAct (PPDA) and other laws and regulations'

1 I l8) The bills are to be paid subject to the criteria as below;

l. Evidence that the suppliers were qualified in the financial year of the purported

supplies.

2. Evidence that the prices quoted were the same as in the prbqualification'

3. Evidence that goods and services supplied were ordered,for.by the Officer In Charge

at the time.

4. Evidence that the goods and services

receiving station.

I I l9) The state department constituted direction ofthe PB-MAT for purposes

of vetting of suPPliers, signing form by the supplier, verification and

collection of the pending bills Prison Stations countrYwide.

I120) Funds amounting ,121.00 were allocated in the 201912020

supplementary 2 b ,625,320,121.00 for payment of pending bills and

Ksh.99,500, ons. The funds were transferred from the voted provision

under recurre to the bills Deposit account on 29th June 2020 since it was at the

closure of year 201912020.

I l2l) The Ndtit nut freasury granted the authority to process the pending bills vide letter ref

TNTAFMIS/MIN/094 (35) dated l3TH August2020'

l l22) The State Department started processing of the pending bills based on regions and has

made payrnents as below;

Report on lhe Etsmittcttion ofthe Report ofthe.1
the l ear

Page 222

recel
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a competent officer at the

:,

REGION
TREASURY
LIST Kshs

TOTAL
PROCESSED

Kshs

LIST LESS

PROCBSSED
Kshs PAID Kshs

NORTH
EASTERN I 18.320.682.40 106,901,790.00 r 1.418.892.40 79,260,919.65

ended 30t' hrne )019
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LOWER
EASTERN

I123) Challenges in implemen
l. The suppliers in the

information gaps relati
Kenya Revenue

2. Information gaps

were dormant and

Supplier inyeices

Bulky documents

ment process
were not on IFMIS and upon registration,

214.966,1 13.90 120.365.404.00 94,600,709.90 53,434,994.55

4.

evident. The suppliers have to comply with the
the supplier PIN numbers thus taking tirne.

k account details as some of the supplier bank accounts
activated by the suppliers

that w'ere partly paid and therefore taking time to reconcile.
sripporti ng the clairns on perishables which are supplied frequently in

small quantities but invoiced periodically thus taking time to reconcile.
5. The State Departtnent verified 20,000 claims from the stations countrywide.

1 124) The state Department is committed to resolving allthe historical pending bills that rneet
the set criteria by the PB-MAT and approved by the Cabinet. The Department cleared its
pending bills incurred in the financial years 201812019 and 201g12020 in the following
financial year's budget allocations in both cases.

Committee Observations and Findings
ll25) The Committee observed and found that:

l) The explanation given by the Accounting Officerwith regarclto the settlemenr of the
pending biIls u,as satisfactor_v:

Report on the Exontrnarton ofrhe Report o[tlrc..ltuhtor-Generu! on tlrc Stotements.[or the .\'crtionol Goter.nnrcnt /br tlrc !ecrr

UPPER

EASTERN 406,917,963.50 330,221,562.00 76,696,301.50 245,670,263.50

CENTRAL 436,517,122.50 369,213,561.90 67,303,560.70 205,652,176.90

SOUTH RIFT 883,733,320.65 565,145,878.15 318,587,442.50 272,231,559.65

NYANZA | ,049,039 ,295 .45 791,741,094.00 257,299,191 .45 488, I 05, I 46.1 0

NAIROBI 996,537,046.95 654,303,720.75 342,233,326.10 308,525,199.20

NORTH RIFT 452,769,909.25 200,522,911.50 252,247,097.75. 66,791,094.00

WESTERN 473,377,049.25 3 19,975,5 I l.g5 153,40i'.i537.40

COAST 1,168,651,754.10 1,1,68,65 1,754.10
TOTAL
HISTORICAL
BILLS PAID 6,200,930,147.95

'{l *t.-

.rq "+!;'

r,gffiE',!ss*.os 2,7 42,439,913.90 1,719,671,321.45

ended j0' June )019
f inuncial
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2) The bills l,ere being settled progrcssively on clearance by the -l'askforce on Pending

Bills and in line u'ith the Cabinet Menlo: and

3) The tnatter therefore remained unresolved.

1 126) The Committee recommended that:

The Accounting Officcr shoulcl ensurc that pending bills in any financial year are avoidcd

at all cost. Where pending bills are unavoidablc they should form the first charge in the

budget ofthc subsequent Ycar.

REPORT ON I-AWFULNESS AND EFFECTIVENESS IN I.JSE OF PUBLIC RESOURCES

Basis for Conclusion

299. Irregular Procurement Process

1127) Contracts records and tender evaluation reports for various construction projects

maintained at the State Department for Correctional Services show that contracts worth

Kshs.l70,7Zl,762 were awarded to various coiitiactors'during the year under review.

I-lowever, an audit review of the Tender Open'ing and Evaluation Committees appointment

letter dated 22 November,2017 revealed mijmbers were appointed to participate

bontrary to Section 78(l) of the Publicin both the Opening and Evaluation

Procurement and Asset Disposal AaJ, ich require that at least one of the members

or evaluation of the tenders. Further, audit
20

shall not be directly involved

clocuments revealed that the contractors dicl not sublr, it performance secttrity bond or tender

securities as.prescribed in the tender documents.

I128) 11 tlre circumstances, the provisions o{'Public Procuremetrt and Asset Disposal Act,

2015 rvere not fully complied with as regards the contracts worth Kshs.l 70,721.762.

Submission by the Accounting Officer
1129) The Accoulting Officer submittecl that it in ref'erence to the appointment letter of

opening ancl evaluation committee for Restricted Tenders dated 22nd November. 2017 the

appoiltnent of the same members to carry out the opcning and evaluation rvas an oversight.

The State Departlrelt has ensured aclherence 1o the I'}rrblic Procttrement and Disposal Act

2015. by appointing separate tender opening and evaluation cor11ttrittee tlielrlbers I'rotn

20I 81201 9 flnancial 1'ear otru'ard'

l?epor t on tlrc l}orninatiott of the Report q/ th: .lnditrtr-Geteral on tlrc l:it ttrttcittl StrrtenrcnlS /or llte .\'ttl!otlttl (jot ernnrcnt /ttt. tJv I ett
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I130) It was true that the records rnaintained at the State Department shorv that contracts
anrounting to Kes. 170.721,7 62 were awarded to various contractors. During the audit the
bid documents were at the site stations. The technical specification and structural designs
for the missing contractors were later issued to the auditors for verification.

I I 3 I ) In reference to perfonnance security bond or tender security as prescribed in the tender
document the procuring entity did not request the winning firm to provide a performance
bond as prescribed in the bid document which was an oversight and has since been
corrected.

ll32) Committee Observations and Findings
The Comrnittee observed and found that:

l) The explanation given by the Accounting officer with regard to the
procurement process was satisfactory;

irregular

2) All procurement processes have been centralized and.
centres across the Country; and , .

stieprnl'ined for all the 129

3) The Committee therefore marked the resgf,ved.

I133) The Committee recommended that:

The Accounting Officer must at all t reconciliations are done in time and
auditor general within three monthsthe complete financial statements su

after close of the Financial Year in Article 229 (4)(h),, and section 81(a)(a)
of the Public Finance 2012 read together with Regulation 90 of the pFM

15.(National Government)

REPORT ON INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

1

u'

I 134) Conclusion.:
300. There were no material issues relating to effectiveness of internal controls, risk

management and governance.

PRISON IM)USTI{IES REVOLVING FUND

REPORT ON TI{E FINANCIAL STATEMENTS

Basis for Qualified Opinion

301. Pay Master General (P.M.G) Account

Report ort tlte lixcrnrnation o[the Repot.t of the .ltrtlitor-General ott the Finurrciul Statenrents.for the .\'utiortcrl Goterntnenr for tlrc Iectr
ctrded )0 .ltrne l0l9 Page 225



I 135) The statemenr of financial position reflects a balatrce of Kshs.175.987-430 under Pa1'

Master General (P.M.G) Account. The balance represents amoLlnts held on behalf of the

Fund in the former Ministry of Home Affairs Deposits Account which was yet to be

transferred to the Fund's new account as at 30 June,2019. In addition, documentary

evidence including bank certificates and bank reconciliation staternents for the said deposits

account have not been provided to support this balance.

I136) In the circumstances, the existence, conipleteness and accuracy of the P.M.G Account

balance of Kshs. 175,g87 ,430 as at 30 June, 201 9 could not be confirmed.

Submission by the Accounting Officer
I 137) The Accounting Officer submitted that it was true that Prison Indtrstries Fund PMG had

a closing accoLrnt balance of Kshs.175,987,430.00 as at 30th June, 2019 which includes

funds nol yet transferred from former Ministry Of Home Affairs (MOHA) deposit account

to the Ministry of Interior and Co-ordination. Moreover, it's important to note that both

Farms and Industries operate one bank account where all the revenlles collected are

deposited

I l3g) During the financial year 2012-2013, books of account for both Prison lndustries and

Farms reflected the balance in the PMG as follows: -

ll39) This balarrce was not reconciled by the then Ministry of l{ome Affairs rvho was the

adrr-rinistrator of the account. During the financial year 2013-14 the management of the

fund was transferrecl to the Ministry of Interior and Co-ordination of National Governnlent

where KPS is currently dorniciled. 'the deposit accotlnt \\'as ptlt on sttspension betrveen lst

J,ly - 3Oth October. 2013. Durirrg this periocl. prison farms and indtrstries \\'ere depositing

Rcport on the f,rctnmutiotr of rlrc Reporr of the .l

ttttled )Ut' Jtrne )019
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INDUSTRIES
.o""tb ,i

FARMS
TOTAL PMG
BAL

2013120t4 Bal B/F lst July 2013 l l9|9{5;675rs1 56,021,755.07 175,987,430.58

201312014
Add revenue for (lsti
July - 30th Oct) .*.F..8

"rs&,:k;ios.oo

1,. I
18.63 4.157.35 173.970.762.3s

,r ''%r'i
'2751302,080.s 

1 74,656,112.42 349,958,192.93

Less: amounts transferred

of Interior & Coord

MOHA.
(92.13s.930.ss)

(26.589"743.85) ,1l18.725"674.40\

Bal. as at 3Oth Oct 201 3 "''
r 75.987.430.00 s6.021.755.07 231.23 s r 8.53

Kshs. I 19,965,675.51Prison Industries

Prison Farrns Kshs 56.021.7 ss.00

Kshs. 175.987.430.51Total

uclitor-Generul on the



revenue at the suspended deposits account. A separate bank account under the name prisorr
Industries Fund (PIF) was opened by the Ministry of Interior and Co-ordination of National
Government on 3rd October. 2013.

ll40) As from lst July,20l3 to 3lst October,2Ol3 both prison industries and prison farms
had generated and deposited revenue in the suspended MOHA Deposit Account as follows:

I l4 I ) During the transfer of Prison farms and industries funds from MOHA to lnterior and
Co-ordination of National Government, reconciliation of the deposit accopnt for the period
July - October 2013 confirmed that both prison Industries and Farms had deposited
Kshs.173,970,762.35. The amount transferred to the new pn es fund account
was Kshs.118,725,674.40 only as tabulated -below, a balance of
Kshs.55,245,087.95.

1142) The remaining balance not new PIF Account is as below:

lt4 to the Ministry of Interior and Co-ordination
the new deposit account leaving balance of
f Kshs. 175,987,430.51 as at 3Oth June, 2013
not transferred to the new Industries Fund

account

1144) Committee Observations and Findings
The Cornmittee observed and found that:
l) 1'he explanation given by the Accounting Officer with regard to the pay Master

General (P.M.G) Account was not satisfactory;
2) No evidence of correspondences was provided for any verification whatsoever; and
3) The matter therefore remained unresolved.

I 145) The Committee recommendecl that:

Report on tlv Exuninution o/-tle Reporr of the .ltrclitor-Generul

ended jllt'June )019

son industri'!? 
.
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Kshs. 155,336,405.00Prison Industries

Kshs. 18.634.357.35Prison Farms

Total 7

Prison Industries KSfr's 92,135,930.55
Prison Farms v .589.743.8sKshs. 2

Total IGhs. 118,725.674.40

Balance of revenue raised Kshs. 55,245,087.95
PMG balance b/f I't July, Kshs. 175.987.430.51
Total 18.46Kshs.231- 232-5



1) The Accounting Officer must at all times ensure that he avails supporting

documentation to the financial statements rvithin (3) three months after the end of

the financial year pursuant to section 68 (2) (k) of the PFM Act2012.

2) The Accounting Officer must at all times ensure that he prepares and keeps proper

accounting records in line rvith the provisions of Section 68 (2) (b) of the PFM Act'

2012.
3) The Accounting Officer must at all times ensure that he provides accurate records

and other supporting documents pursuant to section 9 (1) (e) of the Public Audit

Act,2015.

302. Cash In Transit

1146) As disclosed in Note l2 to the financial statements, the statement,of financial position

reflects a balance of Kshs.30,318,827 in respect of cash in transit as at 30 June, 2019

Although the same amount was also reflected in the p 6 financial statements,

no documentary evidence has been provided to e of Kshs.30,318,827

1147) Consequently, the existence, validity the cash in transit balance of

Kshs.30,318,327 as at 30 June, 2019 be

Submission bY the Accounting

1148) The Accounting Officer
position reflects a balance of

was true that the Statement of Financial

7.00 against cash in transit as at 30 June 2019

This is revenue col of manufactured products receipted but not yet

deposited to the fund cash is being held up in unpaid recurrent payment

vouchers which I pending bills that are currently being processed'

1149) Com and Findings

The Comm bs$1ved and found that:

l) The b.xp"l4natibfl given by the Accounting

. satisfictbry;
2) ,Dqoqments in support of the cash in transit were provided for audit verification; and

3)'The Committee therefore marked the ma tter as resolved.

Other Matter

303. Budget Control and Performance

I 150) The statement of comparison of budget and actual amounts reveals that the Prison

lndtrstries Revolving Fund realized an actttal revenue amount of Kshs.444,535'245 or 860/o

against budgeted l.evenues of Kshs.5 17,092-226. Further. the statelllent indicates that the

Funcl ,tilizecl an amount of Kshs.251.351.321 u,hich represents 5l% of the budget

Report on the Esanrittctliott of the Report
the leor
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expenditlrre figure of Kshs.493.797.982. resulting ro an under expenditure of
Kshs.242.446,661 which represents 49% of the budgeted expenditure. Consequently, the
Fund may not have implemented all programs and work plans fully as approved in the
budget.

Submission by the Accounting Officer
ll5l) The Accounting officer submitted that it was true the statement of comparison of

budget and actr'ral amounts revealed that the prison industries budget for 20l g/2}lg
financial year was Kshs.493,79 7 ,981 .84 and the total expenditure as at 3Oth June 201 9 was
Kshs.25 1,351,321.00 which was an under expenditure.

ll52) Prison Industries revolving fund rely on cash collected from the revolving fund income
generating activities.

I 153) Committee Observations and Findings
The Committee observed and found that:
l) The explanation given by the Accounting

and Performance was satisfactory;
Officerlwith rggai'd to the Budget Control

2) There was no under expenditure as the not recelved; and
3) The Committee therefore marked the AS ved

1154) The Committee recommend

The Accounting Officer must at re that reconciliations are done in time and
the complete financial sta tted to the auditor general within three months
after close of the Finan for in Article 229 (4)(h), and section 81(a)(a)
of the Public Finance 2012read togetherwith Regulation 90 of thepFM
(National Governme 2015

REPORT ON LAWF S AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

304. Stalled Projcct for Production of Modern Motorized Vehicle Number plates and
supply and Delivery of Motorized vehicle Number platc Blanks

1155) An audit inspection done on 25 Septernber,20lg and a review of records at Ka,riti
Main Prison Industry revealed that machines for producing modern motorized vehicle
trumber plates which were supplied and delivered in the year 2016 at a cost of
Kshs.15,295,500 had never been used for the intended purpose and remained idle. In
addition. a three-year contract for supply and delivery of rrotorized vehicle number plate
blanks was signed on 7 November.20l7 and executed. Horvever. the raw materials

Repor t ott the Esttntinqtion of the Report of the .1 S t o t e n e n t s .[o r t l t e .\h t i o no l G ot e r tt n t e n t fo r t h e l e ct t.
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I (rnotorized vehicle nurnber plate blanks) clelivered. were still held at the Karniti Main

Prison IndustrY stores.

I 156) In the circumstances, and although the Fund's Management indicated that the matter is

under investigation, value for money has not been achieved owing to the delay in

implementing the Project'

Submission by the Accounting Officer
1157) The Accounting officer submitted that the State Department started the process of

modernizing number plate production in 2014 but the process has faced various challenges

including securing funds and unending litigation'

ll58) Indeed, some of the machines were procured and installed in 20{6 at a cost of

Kshs.15,295,500.00. However, the process was not completed due to lack of the laser

marking machine used for final validation of number plates'

I 159) Currently, the matter is under litigation in , the High court vide case No'

HCCOMMlE32rl2020.

1160) Committee Observations and Find

The Committee observed and found

1) The explanation given bY the

Production of Modern Motor

with regard to the Stalled Project for

ber Plates and Supply and Delivery of

Motorized Vehicle Num was satisfactory;

2) Evidence of claims of the defense by the Attorney General was provided

for audit ve

3) The Co arked the matter as resolved.

s4,-,i q."

t

t

l

T

1l6l) The

The Accou

Report on the [lxanitrttion of the Retrtort

enderl Sfti' June )019
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nting must at all times ensure that reconciliations are done in time and

the co mplet'd'sfinancial statements submitted to the auditor general within three months

after clbse of(he Financial Year as provided for in Article 229 (4)(h), and section 81(a)(a)

of thb pubiic Finance Management Act 2012 read together with Regulation 90 of the PFM

(National Government) Regulations 2015'

305. Unequal treatment of Suppliers

ll62) A review of payrnents registers at the Prisons I{eadquarters for the financial year

zolglzolg revealed that or-rt of invoices totatling Kshs.238,601,175 subr11itted to the State

Department of Correctional Services Headquarters for payment. invoices amottnting to

only Kshs.102.671,940 were paid cluring the year, leaving pending bills of

Kshs.l 35,929,235.

of the.lrtlitor-Ceneral on llu Fittntrcial Stntenrenls



ll63) Further. ottt o1'the seventy-four (74) suppliers. onll,tu,elve (12) suppliers were paid
during the year. However. reasons for prioritizing the payments of Kshs.l02.67L 940 to the
twelve (12) suppliers were not clearly explained by Management. It would, therefore,
appear that there was unequal treatment of suppliers contrary to the provisions of Article
227 (1) of the Constitution which requires a state organ or any other public entity that enters
into a contract for supply of goods or provision of services to ensure that the system used
is fair, equitable, transparent, competitive and cost- effective.

Submission by the Accounting Officer
I164) The Accounting Officer submitted that it was true that during the financial year

2018/19' Prison Industries forwarded for payment invoices anrounting to
Ksh.238,601,175.00 to the State Department Headquarters. payments amounting to
Kshs. 102,671 ,940.00 were made and reflected in the Prison Fund's bank account statement.
The unpaid invoices amounting to Kshs.135,929,235.00 were processed late and therefore
could not be settled before 30th June 2019. Management has managecl to settle
Kshs.97,782,135.00 leaving a balance of Kshs.38,147,100.00. The Srate Department is
carrying out due diligence before the balance is settled.

I165) Committee Observations and Findings
The Committee observed and found that:
I ) The explanation given by the

of suppliers was satisfactory;
2) The Accounting Officer

bank statements and

3) Thc Committee

with regard to the unequal treatment

all supporting documents including bank slips,
for audit verification; and

the matter as resolved.

r ',i,..
i;:,

REPORT ON E INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE 

,.

I 166) Conclusion
306. There vtere no rnaterial issues relating to effectiveness of internal controls, risk

management and governance.

PRISON FARMS RBVOLVING FTJND

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion
307. Unsupported and unreconciled Pay Master General (PMG) account balancc.
ll67) The statement of financial position as at 30 iune.20l9 reflects a pay Master General

(P.M.C.) Account balattce of Kshs.56.021,755 while the corresponding Nore ll to the
finattcial statemellts shor,v a P.M.G. balance of Kshs.95.825.187. The resulting clif-ference
of Kshs.39.803.432 has not been supporrecr. reconcilecl or explained.

Report on tlte Exatninotnn ol'the lleport of the .lutlitor-Generul on tlrc Statenents.[or the .\'ational Goternnunt /itr the I'eor
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1168) Further. Note l1 to the financial statements indicates that the P.M.G' Account

represents the amount held in the Ministry's Deposit Account on behalf of the Fund'

However, the Ministry's Deposit Bank Account had a balance of Kshs.65,939,663 instead

of Kshs.56, O2l,755as at 30 June,20l9. The resulting difference of Kshs'9,917,908 has not

been analyzed or exPlained.

1169) Under the circumstances, the completeness and accuracy of the P'M'G' Account

balance of Kshs.56,021,755 as at 30 June,20l9 could not be confirmed.

Submission by the Accounting Officer
1170) The Accounting officer submitted that the statement of financial position as at 3oth

June 2019 reflects an amount of Ksh.56,021,755.This figure has been disclosed in the notes

attached to the financial statements as the amount that is held in the Mi-nistry's Deposits

account on behalf of the fund. However, note 1 I to the finanoial statements reflect a balance

of Ksh.95,825,096.70 which is the balance of cash -L 9..1,:\:,:0ivalents'
:, L-,

I l7l) PMG Account represents the amount held

represents the unspent income from all

Affairs as show below;

t172) Cash And Cash Equivalents

Committee Observations and Findings

1 173) The Cornmittee observed and forrnd that:

(i) The explalation given by the Accounting Officer with regard to the Pay Master

General (P.M.G) Accoltnt was not satisfactory;

No evidence of corresPo ndences rvas provided for attl' verification s'hatsoever; and

StateiEEpartment's Fund Account. It

depos{ed with the MinistrY of Home

30th June 2019loh JunB 2018Description

2,112,235.70
T-fi.,/
fsz,so+,034.00Opening balance

120,108,202.00

\7t
147,729,1 I I .80sales (cash)

t22,220,437.70205,233,145.80
Total Cash

Equivalents

&

26,395,341.00130,699,065.00Less itures

16,400,000.00Pa to

26,395,341.00147,099,065.00Total payments

95,825,096.7058,134,080.80Net cash

the ..lrtdttor-Generol on lhe Fitnncial

( ii)
Reporr on the Evrminatiott of rhe Report

endetl j0" June )019
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(iii)The matter therefore remained unresolved

I 174) The Committee recommended that:

1) The Accounting Officer must at all times ensure that he avails supporting
documentation to the financial statements within (3) three months after the end of
the financial year pursuant to section 6g (2) (k) of the pFM Act 2012.

2) The Accounting Officer must at all times cnsure that he prepares and keeps proper
accounting records in line with the provisions of Section 6S (2) (b) of the pFM Act,
2072.

3) The Accounting Officer must at all times ensure that he provides accurate records
and other supporting documents pursuant to Section 9 (1) (e) of the public Audit
Act, 2015.

308. Suspense Account
1175) The statement of financial position as at 30 June, 2019,also reflects a balance of

Kshs.5,809, I 55 under suspense account,
verifiable source documents as required
Management Q.{ational Government) Regu

which has .niit' ,bEep pnalysed or supported by

ll76) Consequently, the completeness of the suspense account balance of
Kshs.5,809,155 as at 30 June, 2019 confirmed.

Submission by the Accounting
ll77) The Accounting O that it was true Fund's annual report and financial

statement for the year June, 2019 reflected a suspense account of Ksh.5,
809,155.33. The balance had been created by imperfect stock valuation
records from field

lation, 107 of the Public Finance
20ts

I 178) The stodit;valuation of growing crops was overstated by Ksh.5, 809,155.33 resulting to
a differenqe of Ksh.s,809,155.33 which has been corrected in the 2olg/2020 financial
staternenfs as below.

Debit Credit

Suspense account Kshs.5, 809,155.33

Growing crops Kshs.5, 809,155.33

ll79) Managemettt has embraced stringent nleasLlres to ensure accurate stock taking
procedures are adhered to.

Committee Observations and Findings

lleport ort the Erailtinotion o.[tlrc Reporr o[the Statentents.for tle .\'cttional Got.ernment ft;r tlrc l'ectr
ended i(lt .lrne )ol9
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I 180) The Committee observed and found that:

I ) The explanation given by the Accounting Officer u,ith regard to the suspense account

was satisfactory;

2) The Accounting Officer had provided all the supporting documents including bank

slips, bank statements and trial balances for audit verification; and

3) The Committee therefore marked the matter as resolved'

I l8l) The Committee recommended that:

The Accounting Officer must at alt times ensure that reconciliations are done in time and

the complete financial statements submitted to the auditor general within three months

after close of the Financial Year as provided for in Article 229 (4)(h), and section 81( )(a)

of the Public Finance Management Act 2012 read together with Regulation 90 of the PFM

(National Government) Regulations 2015.

Other Matter

309. Pending Bills (Debtors)

I 182) The statement of financial position the financial statements reflects

i

I
- : r'

a'

debtors (pending bills) totalling Kshs 7 as at 30 June, 2019, an increase of

Kshs.8,445,486 from Kshs. I 48,0 I 4 2018. These bills were not settled in

to 2019 /2020 financial year. Failurethe year under review but were

to settle bills during the Year relate distorts the financial statements for that

year and adversely

charged.

of the subsequent year to which they have to be

Submission by the
I 183) The submitted that it was true that the state department's financial

statements \Farms had pending bitl payable amounting to Kshs.156,459,706.77 as

at 30th z0 were not settled in 201 Sl20l9 financial year but were instead carried

forwprd to 020

.,,':'.. .. -

t 184) Th; dbbts were incurred and due diligence had to be exercised before settlement of the

historical pending bills which had not been completed by 3Oth June 2019. Currently the

bills are under consideration for settlement in the ongoing payment of pending bills for

food and ration.

Committee Observations and Findings

I185) The Committee observed and found that:

(i) The explanation given by the Accounting Officer with regard to the pending bills

(Debtors) u,as satisfactorY l

(i i) The Accounting Officel provided all ttre supporling doctllnellts including minutes of

uditot -General onReport orr the Esanrirctlion o.[the Report ofthe .1

eruletl )(l' Jrute )019
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the taskforce on pending bills for audit t,erification: and
(iii)The committce therefore marked the matter as resolverl

ll86) The Committee recommended that:

The Accounting Officer must at all times ensure that reconciliations are done in time and
the complete financial statements submitted to the auditor general rvithin three months
after close of thc Financial Ycar as provided for in Article22g (4Xh), and section gl(a)(a)
of the Public Finance Management Act 2012 read together rvith Regulation 90 of the pFM
(National Government) Regulations 2015.

310. Budget Control and performance
I 187) The statement of comparison of budget and actual anlounts for the year ended 30 June,

2019 reflects the Fund's projected sundry reverlue of Kshs.252,300,000. However, the
actual sundry revenue collected in 2}l8/2}lg financial year amounted to
Kshs.120,108,202, resulting in an under-collection of Kshs.l32,1g1:7gg or a 51.4oh
shortfall. Further, the Fund's projected expenditure for the year 20lg/Z1lg was
Kshs.201,750,000 while the actuar expenditure was Kshs.26 ,2g7,241 , resulti ng in an under-
expenditure of Kshs.175,452,759 or 87%o of the

f5nenditure

1188) The Fund did not therefore, fully i and work plans as approved
in the budget.

Submission by the Accounting
I 189) The Accounting Officer Prison farm revolving fund budget does not

depend on exchequer Treasury. It is funded from income raised by prison
farms country wide iture of Kshs.201,750,000.00 was projected to
raise budgeted

weather condit
252,300,000.00 which was not realized to uncertain

country. This led to the actual expenditure being
Kshs.26,297,241.00 an actual collection of Kshs. l20,lOB,2OZ.79 in revenue.

Committee'Observations and Findings
I 190) The Cornmittee observed and found that:

(i) The explanation given by the Accounting Officer with regard to the Budget Control
and Performance for the Prison farrn revolving fund was satisfactory; and

(ii) The committee therefore marked thc matter as resolved.

I l9l) The Committee recommendcd that:

The Accounting Officer must at all times ensure that reconciliations are done in time and
the complete financial statements submitted to the auditor gencral within three months
aftcr close of the Financial Year as providcd for in Article22g (4Xh), and section gl(a)(a)
of the Public Finance Management Act 2012 read together rvith Regulation 90 of the pFM
(National Government) Regulations 2015.

Reporl on the Examination ofthe Report ofthe .1rulitor-Genentl L-inancnl Statetnetts .for tlrc \uti<trrol Orn ernrnent for tlp l eor
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

RESOURCES

ll92) Conclusion
311. There were no material issues relating to lawfulness and effectiveness in use of public

resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEI\4ENT.

AND GOVERNANCE

I193) Conclusion
312. There were no material issues relating to effectiveness

management and governance

wffiil'

l-

[ "+c

controls, risk

I

I

Report on the Exantinatiott oftlre Report ofthe ,luditor-General on

ended j(lt'June 2019

the Finonciol Stotenentsfor the \ational Gotemntentfor the lear
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8. STATE DEPARTEMNT FOR IMMIGRATION AND CITIZEN SERVICES

REPORT ON THE FINANCIAL STATEMENTS FOR VOTE - 1024

Dr. Eng. Karanja Kibicho, the Accounting Officer for the State Department of Interior
(Vote l02l) appeared before the Committee on l0th May, 2021to adduce evidence on the
audited financial statement for the State Department of Interior (Vote l02l) for the
Financial Year 2018/2019. (Minutes of thc Committee sittings and submissions tabled by
the Accounting Officer are annexed to this report). He rvas accompanied by the following
officials:

l. Mr. Alex Muteshi Director General Citizen Services &
Immigration
Senior Chief Finance Officer
Assistant Accountant General
Director AG
Senior Principal -Fihgnce Officer
DIAG

2. Ms. Alice W. Gichu
3. Ms. Loise Kibicho
4. Mr. James K. Karori
5. Mr. David Mutia
6. Ms. Elizabeth W. Kiano
7. Mr. Peter N. Muita
8. Mr. Joseph Macharia
9. Ms. Catherine Njeri

Basis for Qualified Opinion

313. Unsupported Confidenti

ll94) During the financ
incured a

Ch ance

F

e

ture

Department for Immigration and Citizen Services
under item 2211312, totalling Kshs.29,450,750.

!-,r'
Of-{icer

However, the not supported by a certificate or a declaration by the Cabinet
Secretary Acco Officer, contrary to the requirements under Regulation l0l (5)
of the Public Management (National Government) Regulations, 2015. Further, no
docurn entary was provided to support an expenditure of Kshs.722,500 out of the
total.confidential expenditure of Kshs.29, 450,7 SO

1195) Consequently, it has not been possible to ascertain the propriety of the confidential
expenditure of Kshs.29, 450,750 incurred during the year ended 30 Jgne, 2019.

Submission by the Accounting Officer
1196) The Accounting Officer subrnitted that the ccrtificates were subsequently prepared and

submitted to auditors for verification.

1197) Committee Obscrvations and Findings

ended )tl' Jtrne )0 I 9

Fi na n<'iu I
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(i) The Committee observed that the Accounting Officer had availed copies of payrnent

vouchers with other supporling documents for audit verificatiolt and found to be

satisfactory; and

(ii) The committee therefore marked the matter as resolved.

Other Matter

314. Pending Bills

119g) Disclosed in Note ll.l to the financial statements are pending bills totalling

Kshs.210,887,020 which were not settled during the year but were carried forward to

ZOI}IZOZO financial year. Had these bills been settled and the expenditure charged to the

relevant accounts for 2018/2019, the statement of receipts and payments for the year would

have reflected a deficit of Kshs.177,032,944 instead of the surpJus of Kshq.33,854,076 now

shown.

Submission by the Accounting Officer
I199) The Accounting Officer submitted that the

exchequer instead of Ksh.3,7 I 4,083,698.00

bills.

ved Ksh.3,368,295,653.00

hence the reason for Pending

1200) Committee Observations and
ob Officer had cleared all the pending Bills and(i) The Committee observed that

availed supporting ion and found to be satisfactory; and

(ii) The Committee the e matter as resolved.

REPORT ON LA EFFECTIVENESS IN USE OF PUBLIC RESOURCES

1201) Conclusion
315.There were n'o mat-erial issues relating to lawfulness and effectiveness in use of public

IOSOUIC€S:',.

REPORT ON E,FFECTIVENESS OF INTERNAL CONTROLS, RISK MANACEMENT AND

GOVERNANCE

Basis for Conclusion

316. Lack of ICT PolicY Documents

1202) The State Departrnerrt for hnmigration and Citizen Services did not have an approved

ICT Policy, ICT strategic plan and a disaster recovery plan during the year ttnder review'

This is contrary to Treasurl, Circular No. 03/2009; Ref: MOF/IAG/033(75) requires that

government entities/agencies to, among other things. develop and establish Risk

Report on tlrc Examinoltotr o.ttlu Report o.f tlrc

ended jfl' June )() l9

Stcttements -[or tlrc .\'rttionul Goternnrcnt for tlte Iear
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Management Policy and Framework (RMPF) to guide its strategic and operational
activities.

Submission by the Accounting Officer
1203) The Accounting Officer submitted

did not have an approved ICT policy,
that it was true the State Department for Immigration
strategic plan and disaster recovery plan during the

year under review. It was assumed that the document containing the above
maintained at the ICT Ministry as the funds to facilitate their actualization are
there. However, after the importance of the policy document was raised by
ICT Steering committee whose terms of reference (ToR) are and not limited
with a document addressing the above policies was constituted. As a
up with the ICT Policy document which was approved on 30th Septem

1204) Committee Observations and Findings
(i) The Committee observed that the ICT policy

subsequently availed for audit verification; and
(ii) The Committee therefore marked the matter as

come

approved and

REYENUE STATEMENTS - STATE IMI\,IIGRATION AND
CITIZEN SERYICES

REPORT ON THE REVENUE ST

1205) Unqualilied Opinion
317. There were no material

Department.
the audit ofthe revenue statements ofthe State

REPORT ON LA EFFECTIVENESS IN USE OF PI.JBLIC RESOURCES

1206)

318. There issues relating to lawfulness and effectiveness in use of public

ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
E

Conclusion
319.There were no material issues relating to effectiveness of internal controls, risk

management and governance.

Report on the Exanilnation of the Report of tle Auditor-Generol Statenrents for the Votional Got ernntent .for the l'ear
ended 3(lt'June 20t9

on the Financial
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9. STATE DEPARTMENT FOR DEVOLUTION

REPORT ON THE FINANCIAL STATEMENTS FOR VOTE IO32

Mr. Julius Korir, the Principal Secretary and Accounting Officer for State Department

of Devolution (Vote 1032) appeared before the Committee on 25t1' May, 2021 to adduce

evidence on the Audited Financial Statcments for State Department of Devolution (Vote

1032) for the Financiat Year 20l8l2}lg. (Minutes of the Committee sittings and

submissions tabled by the Accounting officer are annexed to this report). Ire was

accompanied by the following officials:

l. Ms. Kula H. Hache

2. Mr. Kerandi Sarah

3. Mr. Moses Mwang Macharia

4. Mr. Johnson Njuguna

5. Ms. Lisa Nkatha

6. Mr. Isaac Githui

7. Mr. Nyambati KenedY

8. Ms. Emmy M'mbwanga

320. Use of Goods and Services

320.1 Printing and Ad

1208) The statement of
figure of Ksh.1,5 I I

30 June,20l9.
information pplies

staff wel o
ts

- Secretary Administration
- Chief Finance Officer
- Senior Accountant
- Deputy Accountant General

- Ass. Director SupplY Chain
- Secretary Rglief &'Rehabilitation
-Di

EAS

for the year ended 30 June, 2019 reflects a

ofuse ofgoods and services during the year ended

figure is Ksh.2,321,300 relating to printing, advertising and

ces. I-lowever, Expenditure in relation to domestic travel and

to Ksh.217,000 and Kshs.50,000 were wrongly classified under

Stoteil'en:s -[at the .\'rttional Goyenntetil .for lhe l eu'

Daoo )AiI vb! L v

and information supplies teading to wrong classification and

ofthe expense.

120}1."6,r61r"i printing, advertising and information supplies and service expenditure includes

a payment of Ksh.252,100 in respect of cancellation of tenders for an activity that was not

included in the approved annual procurement plan for the year 201812019. The purchase

order for procurement of the cancellation of advertisement was dated26 October,20l8

while the services had been procttred and rendered in September, 2018.

l2l0) ln addition, the State Department did not utilize the services of the Government

Advertising Agepcy in breach of Circular Ref. No. OP/CAB.58/4A dated 8 February,20l7

frorn the Executive office of the Plesident which provides that any officer found violatirrg

iI

Report on the Exuttrittcttrcn o-frhe Report o.f the -1

ended )0" Jttne l0 l9
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this requirement \\'ill be liable to a surcharge of the amount spent besides other disciplinary
actlon.

l2l l) Consequently, the propriety, and accuracy of expenditure of Ksh .2,321.300 incurred on
printing advertising and information and supplies services could not be confirmed.

l2l2) Submission by the Accounting Officer
i. The Accounting Officer admitted that the two payment vouchers of Ksh.217,000 (pV

No 4870) and Ksh.50,000 (PV NO 4806) being refund of DSA and reimbursement of
Burial Expense respectively were erroneously charged to printing and advertising
account. The expenditure has since been adjusted and charged to the correct expenditure
items through journal voucher (JE). The adjustment was effected in the amended
financial statements. The relevant support documents were availed for perusal by the
Committee.

Printing and advertising -Ksh.252, I 00
a) The activity was approved in the Procurement plap for the year 2018/19 Fy. This was

done through the procurement plan IFMIS Item codb-.for advertising (S000000068)
which is general in nature and caters for ttiat the ministry had planned for

rel s. The Procurement plan
on budgetary provisions and/or

adjustments

b) The cancellation of to utilize the Government Advertising Agency
(GAA) was

o Reorganization of Executive Order No. I of 2018 (dated 5th June, 201 8)
which for Special Programmes, Food Relief Management and
Humanitarian response from State Departrnent for ASAL to the State

lution. Consequently, the accounting officer directed the
sement to enable the full implernentation of the Executive Order

and iilso cpmply with the Executive Order on Procurement of Public Goods, Works and
'services by Public Entities issued on l3th June,201g.

on Tuesdays only. Ilumanitarian Emergency response was required as per NDMA
report.

1213) This informed the decision to advertise outside the GAA. However, necessary
approval was sought from the Accounting Officer and the advertisement appeared on
Wednesday, 27tr, June. 2018.

c) The issue of disparity of the dates on the purchase order was occasioned by frequent
IFMIS downtimes and due to the urgency of this procurenlent, provisional nianuaI LSO
was issued that was later regularized online when the IFMIS challenges were addressed.
Anrrex 320. I c
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t2t4)
(i)

( ii)

(iii)

(iv)

Committee Observations and Findings

The Cornmittee observed that the explanation given by the Accounting Officer with

regards to Printing and Advenisement was satisfactory;

The Committee further observed that the expenditure had been adjusted and charged to

the correct expenditure item through journal voucher (JE) and adjustment was equally

effected in the amended financial statement;

The Committee also observed that the IFIMIS procurement plan, the Executive Order

and NDMA report were availed for audit verification and found satisfactory; and

The Committee marked the matter as resolved.

1215) The Committee Recommended that:

The Accounting Officer must at all times ensure that reconciliations 
"r" 

Oor" in time and

the complete financial statements submitted to the auditor general within three months

after close of the Financial Year as provided for in Article
of the Public Finance Management Act 2012 read toget[eg

(National Government) Regulations 2015. :

;'"

320.2 Foreign Travel and Subsistence

1216) The statement of receipts and

use of goods and services which

2?3,(()(l$ ;,and section 8 1 (a)(a)

w.i{lr Regulation 90 of the PFM

i,t

a balance of Kshs.1,5 11,465,264 under

of Kshs.3,409,006 relating to foreign

totaling Kshs.2,48 1,400 related to activitiesout oftravel and subsistence,

within the Country and misclassified.

l2l7) Under the circ accuracy and validity of foreign travel and subsistence

expenditure of could not be confirmed.

Submission ting Officer
121 8) The u Officer admitted that payments relating to domestic travel of

Ksh2,48 erroneously charged and misclassified as foreign travel. This erroneous

-,p3.$li1g-..yas,corrected 
through a Journal voucher and posted to the appropriate expenditure

'"item'foi domestic travel account. This anomaly was subsequently adjusted in the revised

' FinancialStatements.

l2l9) Committee Observations and Findings

(i) The Committee observed that the explanation given by the Accounting Officer with

regards to Printing and Advertisement was satisfactory;

(ii) The Committee further observed that the expenditure has since been adjusted and

charged to the correct expenditure item through journal voucher (JE) and adjustment

was equally effected in the amended financial staterrrent

(iii) The Committee marked the matter as resolved.
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1220) The Committee llecommended that:

The Accounting Officer must at all times ensure that reconciliations are done in time and
the complete financial statements submitted to the Auditor General rvithin three months
after close of the Financial Year as provided for in Article22g (4)(h), and section Sl( )(a)
of the Public Finance Management Act 2012 read together rvith Regulation 90 of the pFM
(National Government) Regulations 2015.

320.3 Rental of Produced Assets

1221) As disclosed in Note 6 to the financial statements, the statement of receipts and
payments reflects a balance of Kshs.1,511,465,264 under use of gq,ods and services which
includes an amount of Kshs.71,935,923 relating to rentals of produeed'assets. However, an
examination of the account revealed that an amount of Kshs.17,473;Al,l was charged to
acquisition of assets leading to understatement of the expeirditure and misclassification of
the same. Further, the State Department for Devolutionpaid a tbtal of Kshs.14,789,215 in
respect of 20th floor offices at Teleposta Towers ociu
Coordination Committee (NCCC) that is not the

1222) Consequently, the accuracy and
Ksh.71,953,923 could not be

Submission by the Accounting
(i) The Accounting Officer

paid under acquisition
to the account2210

of of produced assets expenditure of

pied bi the National
Stftb Department.

Consultative

(ii) Appropriate operating expenses. These changes were subsequently
incorporated in the Financial Statements. The support documents, including a

an amount of Ksh.17,473,411.45 was erroneously
expenditure was subsequently adjusted and charged
ofproduced assets

avar led for perusal by the Committee
Itative coordination committee (NCCC) who occupy a portion of
the issuance of Executive order No I of 2016 a Department within

(iii)
journal vorigher was

The NBtionat'gontu
2Oth floor,was until
t6e State Department of Devolution in the then Ministry of Devolution and planning.
However, following release of the aforementioned order NCCC was moved to the State
Departrnent of Interior and coordination of Nationar Government.

1223) In spite of this reorganization NCCC continued to occupy 20th Floor offices. It is worth
noting that the State Department for devolution had entered into a lease agreement with the
landlord (teleposta Pension Scheme) on lst February,20l5. The lease was to run from lst
may 2016 to 3 I st January 2021.

Legal obligation on the 20t1, Floor rent and service charge
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1224) The State Department of Housing and the Ministry's legal unit vide letter ref

PWllllll/209116954194 dated 8th June 2018. advised that our Department is legally bound

to pay rent and service charge for the leased area on 20th floor (3993 sqft) in accordance

with the terms of lease agreernent. Payment of Ksh.14,789,215.85by the state Department

for Devolution in respect of rent and service charge was therefore a legal obligation that

had to be settled.

Current status of the 20th Floor
1225) The Accounting Officer submitted that the office space in 20th floor is currently

occupied by
. State department for devolution- department for relief and special programs

. National Consultative Coordination Committee (under ministry of interior)

. Ministry of interior and coordination of national government

1226) The State Department has continued to engage the state department for Interior to

release the office space for use by the Department. The Ac0ounting Officer confirmed that

all the offices have now been released to the state depd"rtrhen?'for devolution.

1227) Committee Observations and Findings

I ..

l('

by the Accounting Officer with(i) The Committee observed that the

regards Rentalof Produced Asset

(ii) The Committee marked the

1228) The Committee Recom

The Accounting Officer es ensure that he avail supporting documentation

to the financial ) three months after the end of the financial year

pursuant to section ePFM Act20l2.

320.4 Spe

1229) .The nts reflects an expenditure of Kshs.1,511,465,264

fa_ rgsp..-e..gt of use of goods and services, out of which Kshs.6, 192,400 related to purchase of

speciaiiied materials and services. However, expenditure totaling to Kshs.5,596,200 was

11ot subported. The unsupported expenditure includes AIE amounting to Kshs.5,000,000

indicated as transfer of funds to the State Department for Crops for onward transmission to

Strategic Food Reserve (SFR). The amount was expensed upon transfer as no returns were

availed from the State Department for Crops showing how the fttnds were utilized. As a

result, it could not be confirmed that the funds were used for the desired purpose. Fufther,

there was no confirmation of receipt of Kshs.5,000.000 from the State Department for

Crops

Submission by the Accounting Officer
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1230) The Accoutrting Officer admitted that Ksh.5.000.000 relare an AIE issued ro the Srate
department of Crop Development to facilitate funds transfer to Strategic Food Reserve
(sFR). This amount was a pan of sFR 2olgl2olg Fy total budget of
Kshs1,533.966,822.00. Executive OrderNo. I of June 2018 placed SFR underthe State
Department for Devolution.

l23l) However, following reorganization of the Government vide Executive Order No.l of
June 2018(revised) SFR was moved to State Department of Crop Development. It was
expected that SFR funds would be transferred to the Parent state department for Crop
Development in 2018/2019 FY supplernentary Estimates NOl, but this was not effected.
Under the circumstances the state department for Devolution released the funds through an
A.l.E to ensure that the funds were available to SFR to carry out its mandate and functions.

1232) The State Department of Crop Development received and confirmed receipt of the
funds

1233) The Accounting Officer submitted that no goods or servioes,was procured by the state
department using SFR funds. The total budget transfsqded to the state department of
crops development. The ministry has written state department for crops development

has since written a reminder letterto submit the resultant expenditure
on the same.

1234) It is worth noting that
Statements through its line

1235) Committee
(i) The Committee

accounting
(i i) The Com

of thoPubli udit AcL

SFR is fund that presents its set of Financial
its to the office of the auditor general

ndings
the Accounting Officer failed to prepare and keep proper

vention of Section 68 (2) (b) of the PFM Act, 2012,
observed that during the audit, the Accounting Officer failed to

and other supporting documents in breach of Section 9 (l) (e)
2015;

(iii) The Cornmittee Also observed that the returns have not been availed by Accounting
Officer to date two years later; and

(iv) The matter therefore remained unresolved.

1236) The Committee Recommendcd that:

1) The Accounting Officer must at all times ensure that he avail supporting
documentation to the financial statements rvithin (3) three months after the end of
the linancial year pursuant to section 68 (2) (k) of the pFM Act20lz.

2) The Accounting Officer must at all timcs ensure that he prepare and keep propcr
accounting records in line rvith the provisions of Section 68 (2) (b) of the PFM Act,
20t2.

Report on the f.xtntinatiort o.f the Report ofthe.luclitor-General on the Ftnancial Sttltenents lbr rlrc.\'arional Cor.erntrent lbr rhe ]'ear
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I

3) The Accounting Officer must at all times ensure that he/she provides accurate

records and other supporting documents pursuant to Section 9 (1) (e) of the Public

Audit Act,2015.

321. Account Receivables

lZ37) Asdisclosed in Note l2 to the financial statements, the statement of assets and liabilities

reflects a balance of Kshs.22,083,520 under accounts receivables which includes an amottnt

of Kshs.2l,964,820 relating to district suspense. However, the breakdown of the district

suspense was not availed for audit review. In addition, AIEs totaling Ksh.16,200,000

issued to various Counties more than two months before the year end, had not been

surrendered.

1238) As such, the accuracy ofthe receivables balance of Kshs.22,964,820 as at 30 June,20l9

could not be confirrned.

Submission by the Accounting Officer

1239) The Accounting Officer admitted that an

of Kshs.22,083,520 suspense. Included in the district

I ...1

totalihg Kshs.2 1,964,820 included in

to

of Kshs.l6,200, Es issued to the county comm lssloners

The break down was availed for perusal

1240) The State has undertaken the following action

. On 3rd June 2019 the secretary ASAL wrote to the county commissioners to

submit returns a and AIES given for transPort.

. On 13th august cabinet secretary devolution wrote to the cabinet secretary

sting for the ministry of interior to submit the returns to the

for the food allocated and funds provided for transportation of food.

a second reminder to the accounting officer principal Sectary state

the amount receivable

suspense is an amount

in various counties for

by the Committee.

ministryogf interior

ministry t&accodnt
. The ih'inistry *rote

departrnent of interior seeking his intervention for the submission of the AIE returns

1241) 1n order to mitigate against this challenge, the ministry has decided that an AIE will be

issued to the principal secretary ministry of interior who will be given a breakdown of the

amount to distribute to the County Cornmissioners'

1242) Committee Observation and Findings

(i) The Cornmittee observed that the breakdown of Ksh.21,420,000 has been provided,

however the amount cloes not tally with the queried amotlnt of Ksh.21964,820;

(ii) The Cornmittee fgrther observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) of the PFM Act-2012;

Repot on the Ellmin(iiott qfthe Report ofthe .luditor'Generol otr
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(iii) The Cornmittee also observed that during the audit. the Accounting Officer failed to
provide accLrrate records and other supporting documents in breach of Section 9 (l) (e)
of the Public Audit Act. 2015; and

(iv) The matter therefore remained unresolved.

1243) The Committee Recommended that:

The Accounting Officer must at all times ensure that reconciliations are done in time and
the complete financial statements submitted to the Auditor General within three months
after close of the Financial Year as provided for in Article22g (4Xh), and section gl(aXa)
of the Public Finance Management Act 2012 read together u,ith Regulation 90 of the pFM
(National Government) Regulations 2015.

322. Proceeds from Domestic and Foreign Grants-IDEAS (EU) Direct payments

322.1 European Union -Instrument for Devolution Advice and Supfiort Project
1244) The statement of receipts and payments domestic and foreign

grants totaling Kshs.938,102,713 which inc of Kshs.931,175,313
under IDEAS (EU). However, the donor Union) had made payments of
Kshs.941,287,026 to l5 Counties which receipt of the same and another
amount of Kshs.38,653,540 was dis Department for administrative
purposes making a total of Kshs. during the year. The difference of
Kshs.48,747,253 between the re of Kshs.931,175,313 and the actual
disbursement Kshs.979, reconciled or explained

Submission by the Accou
1245) The itted that Kshs.48,747,253 was received by Makueni

County on lTth J , ministry had processed and given instructions to
5th June 20 I 8

r time lag. The

was processed

1246) The nationaltreasury through circular ref:AG 4ll612VOL.Z(90) of 5TH October20lg
instructed counties and ministries to recognize disbursements received in July as part of
funds to be accounted in FY 2Ol7l2}l8.l'he funds were reported in the ministry financial
statement of FY 201712018 as per the extract of financial statenlent.

1247) Committee Observations and Findings
(i) The Committee observed that the Accounting Officer failed to prepare and keep proper

accounting records in contravention of Section 68 (2) (b) of the pFM Act. 2012;
(ii) The Committee ftrrther observed that the Accounting Officer faited to ensure that

reconciliations are done in tinte and the complete financial statemenls submitted to the
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Auditor General in time as provided for in Article22g (4Xh), and section 8l(aXa) of

the Public Finance Management Act20121,

(iii) However, the Cornmittee observed that the explanation given by the Accounting

Officer with regard to European Union -lnstrument for Devolution Advice and Supporl

Project was satisfactorY; and

(iv) The Cornmittee marked the matter as resolved'

1248) The Committee Recommended that:

The Accounting Officer must at all times ensure that reconciliations are done in time and

the complete financial statements submitted to the Auditor General within three months

after close of the Financial Year as provided for in Article 229 (4)(h'), and section 81(a)(a)

of the public Finance Management Act 2012 read together with Regulation 90 of the PFM

(National Government) Regulations 2015.

3ZZ.Z proceeds from Domestic and Foreign Grants -Grants Repeived from Multilateral

Donors (International Organizations)-UNDP " '

1249) The statement of receipts and payments proce"eds from domestic and foreign

borrowings amounting to Kshs.938,102,7 udes Kshs.93l,l75,3l3 from the

European Union (EU) and Kshs.6,927

1250) However, an amount of Kshs 3 from the EuroPean Union has not been

audited in line with the between the European Union and the County

Governments. Over 80% was unutilized and is stillbeing held in the designated

project accounts.

1251) [n addition, Counties in respect of the IDEAS Project have not been

reported statements as well as the expenditure in respect of Kenya

Symbioc the Administrative expenditure in relation to IDEAS Project

.:.! 
.

Submission ny"ihe'Accounting Offi cer

lZ5Z) .The Acgounting Officer subrnitted that the delay in spending the grants by the counties

was caused by the following factors

o Delay in opening Special Purpose accounts (sPA)' This was a requirement in the

financing agreement that all counties to open special accounts in commercial banks for

the project and to get the relevant authority from National Treasury.

. Delay in pr.ocuring contractors for the projects. The procurement process in the counties

coulcl only commence after all counties had signed the grant contract and received the

grants in their respective County Reventte Fttnd'

. Some counties hacl not appropriated the grants in their budgets'
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1253) The Accotrnting Officer further submitted that Instruments for Devolutio, Advise arrd
Support (IDEAS) is a prograrn funded by EU anchored in the State Departnrent and of
rvhich the rninistry prepares separate finarrcial statements for the project as per the project
financing agreement. and which were submitted to office of Auditor as per the requirement
of the law.

1254) The Kenya Symbiocity project is a program anchored under the Councilof Governors
(COG). The prograrn is run by the COG who are responsible for financial reporting.

I 25 5) However, the state department reports the amount sent to CoG as grants and transfers
to other government units in its financial statement.

1256) Committee Observations and Findings
(i) The Cornlnittee observed that the explanation given by the Accounting Officer with

regards to Proceeds from Domestic and Foreign Grants -Grants Received from
Multilateral Donors (lnternational Organizations)-tlNDP was satisfactory; and

(ii) The Committee marked the matter as resolved.,'

201s.

323. Compensation of

1258) As disclosed in

1257) The Committee Recommended that:
tltht,he/sThe Accounting Officer must at all times he provides accurate records

and other supporting documents purs 9 (1) (e) of the Public Audit Act,
+..,.*

a

Empl

ial statements, the statement of receipts and
payments reflects a 247,437,832 under compensation of employees which
includes an amou ,464,095 paid as basic salaries of permanent employees.
However, the of basic salaries of permanent employees amounted to
Ksh.146,619;509 resu to unexplained and unsupported over expenditure of
Ksh.5,844,586. In addition, examination of the twerve ( l2) rnonths payroll data for the State
Department.for Devolution indicates that a total of Ksh.133,2gg,494.75 was paid as basic
salaries to pernlanent employees rvhile the statement of receipts and payment shows an
amount of Kshs.l 52,464,095 resulting into an unexplained difference of
Kshs.l 9,164,590.25 or 14.4oh. No reconciliations have been provided for the difference.

1259) Further, the compensation of eniployees 'balance of Ksh.247,437,g32 includes
Ksh.94,973,737 beingpersonnelallorvances paid as part of salaries that further includes an
unexplained adjustment of Kshs.4,956.093 re-classified from basic wages of temporary
employees. Examination of documents revealed that during the financial year ZOlgl21lg,
the State Department for Devolution did not hire any casual workers. No docunentary
evidetlce has been provided to shorv the workers hirecl. paicl and payrnent vouchers used.
Without this infbrmation it has not been possible to conflnn the accuracl, ancl occurrence
ol'the figure of Kshs.4.956.093.

lleport on the Esantinution of the lleport o/-the .1 St a t e n te n t s.fo r t h e .\: a t i ono I G o\. e t. n n t e n t lit r t h e l'e ct r
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1260) Ljnder the circumstances. the accuracy and completeness of the expenditure in respect

of cornpensation of employees of Kshs.247-437.832 could not be ascefiained.

Submission by the Accounting Officer
(i) The difference of Kshs.5,S44.586 betrveen 1he atnount reported as paid for the basic

salaries and the budget rvas due to mismatch on the line iterns ttnder personnel

emoluments. There was under budgeting in the basic salaries and personnel allowances.

I{owever, the overall expenditure for salaries was u,ithin the budget. An analysis of the

budget expenditure and allocation for salaries was availed for pentsal by the

Committee.

(ii) The difference of kshsl9,164,590.25 between the budgeted amount for basic salaries

and the amount reported in the financial statement was as a result of the mismatch

between the allocation for basic salaries and the actual expenditure. The budget

allocation for basic salaries was inadequate to cover the total expenditure hence some

part of basic salaries was charged to personal allowances.

(iii)The figure of Ksh.4,95 6,093, was erroneor.rsly charged under basic salary for temporary

employees (casuals). The error has si,ncg been oorrected in the Financial statements

through a JE to charge it to the correot account of basic salary for permanent

employees. The Accounting Officer Eubinitted that the department did not have any

casual or temporary employegE,i$r,:l. year financial year 20l8l19 under review.

t26t) Committee Observa q dings

(i) The Committee o Accounting Officer failed to prepare and keep proper

(ii) The Committee observed that the Accounting Officer failed to ensure that

recolciliations are dohe in time and the complete financial statetnents srrbmitted to the

Auditor General in tirne as provided for in Article22g (4Xh), and section 8l(a)(a) of

the Public Finance Management Act2012;

(iii) However, the Committee observed that the explanation given by the Accounting

Officer with regard to Cornpensation of Ernployees was persuasive; and

(iv)The Cotnmittee marked the matter as resolved'

1262) Thc Committec Recommended that:

l) Thc Accounting Officer must at all times ensure that hc preparc and keep proper

accounting records in line rvith thc provisions of Scction 68 (2) (b) of thc I'FM Act,

2012.

Z) Thc Accounting Officer must at all times ensure that rcconciliations arc done in

time antl the completc financial statcments submittecl to the Auditor Gcncral

rvithin thrce molths :rftcr closc of the Financial Yc:rr as provided for in Article

accounting recordS c

Report otr tlrc f.vttrrtttolttttt oI tlrc lleltot t ol the .l
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229 (4)(h), and section 81(a)(a) of the Public Finance Management Act 2012 read
together with Regulation 90 of the PFM (National Government) Regulations 2015.

324. Acquisition of Assets

1263) The statement of receipts and payments reflects a balance of Kshs. 1,428,194,34g under
acquisition of assets which includes purchase of strategic stocks and commodities of
Kshs.l ,419,479,759 and purchase of certified seeds, breeding stocks and live animals worlh
Kshs.5,198,310. Howevel', a breakdown of the items procured, the quantities, values, and
details of where each ofthe stocks were received including the acknowledgement of receipt
by the various stores together with details showing to whom and when the commodities
were issued have not been availed for audit verification.

1264) Consequently, the accuracy and propriety of acquisition of assets payments totaling
Kshs.1,428, 194,349 could not be confirmed.

Submission by the Accounting Officer
1265) The budget of Kshs1,428,194,349 In the 2018/19' was provided under strategic

food reserve for purchase of various food ties by the fund. The Strategic Food
Reserve (SFR) was placed under the
No. 1 ofJune 2018.

r devolution vide Executive Order

1266) However, before the incurred under the state department for
devolution, SFR vide No. 2 of Septernber 2018 was moved to State
Department of Crop the ministry of agriculture. Since the budget had
already been put

transferred to the

been moved.

partment for Devolution at the time, the funds were
Crop through an AIE where the rnandate and function had

9i"

1267) The $lEs vVere transferred to state department of crops in three batches as follows as
follows:

1268) The Accottnting Officer submitted that the state department for devolutiol therefore
did not procure any goods or services under the budget. Therefore, procurement against the
budget was undertaken by SFR. The Accounting Otficer horvever rvrote to state departrnent

Report on the ExoNinotion ofthe Report of the .luclitor-Gencrttl on tlte .[or tlv.\'trtionul Gotenntent/br tlre Ieur
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for crops developrnent lbr confirrnation of receipt of the firnds Ksh.l-428-194.349-

Conflrmation lrom the State Department of Crop Developtncnt was availed for perusal by

the Cornrnittee.

1269) It is worth noting that SFR is a self-reporting fund that presents its set of Financial

Statements through its line Ministry and submits to the office of the ar'rditor general.

However, the rninistry wrote to the state departlnent for crop development under which

SFR fall to provide returns for the expenditure returns which have not been availed.

1270) Committcc Observations and Findings
(i) The Committee observed that the returns have not been availed to date for audit

verification;
(ii) The Comrnittee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) ofthe PFM Act, 2012;

(iii)The Committee also observed that during the audit, the Accounting Officer failed to

provide accurate records and other supporting documents in breach of Section 9 (1) (e)

of the Public Audit Act,20l5;and
(iv)The matter therefore rerlained unresolved.

1271)

1)

2)

3)

4)

The Committee Recommended that:

The Accounting Officcr must at all tigrep€41lure that he preparcs and keep proper

accounting records in line with the1r6visions of Section 68 (2) (b) of the PFM Act,

2012. , r,, tli. :'

The Accounting Officer..,,fiu"st htnall times ensure that he/she provides accurate

records and other suppbptirig"gocuments pursuant to Section 9 (1) (e) of the Public

Audit Act,2015. tt, 
,

Within three ($:..1nrintbS.:iipon adoption of this report, the then Accounting Ofliccr

responsible at thd=timc of audit for the State Dcpartment for Crop Development

under which Strat6gic Food Rescrve (SFR) fall should provide returns for the

expenditure rsturns of Ksh. 1,428,194,349.00.

Where no returns and documents are provided to the CS National Treasury and

Auditor Gcneral within the stipulated time, the erstn'hilc Accounting Officcr

should be prosecuted for financial misconduct relating to failure to provide

information under thc officer's control pursuant to section 198(1Xk) of thc Public

Finance Managemcnt Act, 2012.

325. Other Grants and Transfers

1272) As disclosed in Note 8 to the financial statements. the statement of receipts and

payments reflects a balance of Kshs.808.216.937 in relation to other grants attd transfers in

respect of enrergency relief and refitgee assistance. Included in this all']otlllt is
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Kshs.l -479-210 incrrrred on printing and stationeries u,rongly charged to this account.
overstating the expenditure on other grants and transfers.

1273) In addition. the documentation for distribution of the relief commodities valued at
Ksh.808,216,937 to beneficiaries, and the basis of selection of beneficiaries were not
availed for audit examination. Consequently, the accuracy and completeness of other grants
and transfer of Ksh.808,216,937 could not be confirmed.

Submission by thc Accounting Officcr
1274) The Accounting Officer admitted that expenditure incurred on printing and stationery

amounting (Ksh.I,479,210) was wrongly charged to emergency relief and refugee
assistance account. The error was adjusted using a journal voucher and subsequently
amended in the revised financial Statement.

1275) Assistance for vulnerable populations affected by disasters and emergencies in
particular drought is triggered by the Long and Short Rains Assessments Reports of the
Multi-Agency stakeholders. Twice a year, the stakeholders undertake an assessment to

1276) The County Steering nty Cornmissioners and whose members
include the office of the Go Ministries and humanitarian organizations in
each county then f the vulnerable population based on the numbers of
the assessment report who are then targeted for relief food assistance.

1277) An Inter-Mini
bers

lief Food Distribution Committee has been constituted
the following MDAs: State Department Interior andcompnslng,#em

Coordination:of Government, Ministry of Education, State Department forNdtional
Planning; Ministry of Agriculture, National Drought Management Authority, Ministry of
Devolution A ASel.

1278) The Comrnittee meets and recommends the quantities of relief food to be availecl to the
vulrterable populations in each Sub County as per the Multi Agency Stake l1olders
Assessment Reports. Relief food quantities are then allocated to each sub county as
recommended by the Committee. Minutes of Relief Food Distribution Committee done in
201812019 was availed for perusal by the Committee.

1279) Distributiorl of relieI fbod should comply rvith best practice where each v,lnerable
persoll in a family of five (5) persons is supposecl to be given I 3.8 Kgs of cereals (maize or
rice).2kgs of legurnes (beans or ndengu) and 0.75 liters of oil each month as reliel-{bocl.

lleport on tlrc Excttrtination oftlrc Repot.t oftlte.l <tn the Financiol Stutenrentslbr the .\'ariotnl Got.ernnpnr /itr tlrc I.etrr
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The sick, old, pregnant and lactating mothers and children under 5 years of age are also to

be provided with nutrition health food. However, due to limited resources allocated, it has

not been possible to attain this standard. Therefore, utilizing the little resources available,

the Ministry allocates uniform quantities of relief food to ASAL counties to ameliorate the

suffering ofthose affected by the drought.

1280) The relief food allocated to each sub county is transported by the State Department to

the sub counties. Waybills are issued to deputy county commissioners receiving the food.

Each Waybillcontains the following information- (l) date of issue, (2) transporter's name,

(3) vehicle registration number, (4) quantity (number of bags, Kgs, bales and cartons) of
each food item allocated.

1281) On receipt of the food, each deputy coLrnty commissioner is required to asceftain that

the quantities recorded in the way bill agree with the actual food delivered and are in good

condition.

1282) Targeting of the vulnerable beneficiaries and d on is undertaken by Deputy

County Commissioners. Upon completion ofthe puty county commlssloners

are required to file returns on the d state department. In the returns theY

are required to indicate the following- (l) the recipient, (2) their ldentif Card

(4) quantity received and their (5)Number, (3) the type of relief food

signature confi rming receipt.

1283) During the period following sub counties submitted returns on

recipients of relief food.
. Taita Sub County
. Baringo Sub County
. Taveta Sub County

ve not submitted the returns. The Cabinet secretary for Devolution

. oonsgquently wrote a letter on I 3th August 20 I 9 to the Cabinet Secretary Interior requesting

the.Cabinet Secretary Interior to intervene and ensure that Deputy County Commissioners

submit the returns. The Principal Secretary also addressed a letter to all concerned county

commissioners to submit the returns. A breakdown of all relief food quantities delivered to

each sub county was availed for perusal by the Committee.

l235) Committee Obscrvations and Findings

(i) The Comrnittee observed that the wrong charging has been adjusted through Journal

Voucher iE;
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(ii) The Committee also observed that only five counties availed returns for audit
verification despite many reminders;

(iii)The Conlmittee further observed that the Accounting Officer failed to prepare and keep
proper accounting records in contravention of Section 68 (2) (b) ofthe pFM Act,2012:

(iv)ln addition, the Comrnittee observed that during the audit, the Accounting Officer failed
to provide accurate records and other supporting documents in breach of Section 9 (l)
(e) of the Public Audit Act, 2015; and

(v) The matter therefore remained unresolved.

1286) The Cornmittee Recommended that:
1) The Accounting Officer must at all times ensure that he prepares and keep proper

accounting records in line with the provisions of Section 68 (2) (b) of the pFM Act,
2012.

2) The Accounting Officer must at all times ensure that he/she provides accurate
records and other supporting documents pursuant to Section 9 (1) (e) of the public
Audit Act,20l5.

3) Within one (1) month upon adoption
Food Distribution Committee should
of the relief commodities valued at Ksh 37.00.

of this
e

report,.,(he Inter-Ministerial Relief
the documentation for distribution

4) Where no returns and documen to the CS National Treasury and
Auditor General within the st the erstwhile Accounting Officer for
the State department for members of the Inter-Ministerial Relief
Food Distribution be prosecuted for financial misconduct
relating to failure to rmation under the officerrs control pursuant to
section 198(lXk) ce Management Act, 2012.

326. Grants and Tran Other Government Bntities

1287) The statement of receipts and payments reflects a balance of Ksh.38, 823,570,1g7 in
respect 'of' 

transfers to other Government units which includes an amount of
Ksh.4,000.000;000 that was disbursement by The National Treasury directly to Counties
under the Kenya Devolution Support Prograrnme (KDSP). However, there were no
confirmations for these receipts by the respective Counties and therefore, it was not
possible to confirm whether the funds were received by the counties.

Submission by thc Accounting Officer
1288) The Accounting Offlcer submitted that tlie State Departmerrt wrote a letter to the

counties to confirm receipt of the funds under KDSP. Only l5 counties or.rt of the 47 have
resporrded. The Confirrration letters from tlte treasllry for the transfers hacl been attached
as annex 8 to the fittancial statelrents. The l5 conflrmations from the counties uncler KDSp
rvere availed for perusal b1,the Cornrnittees.
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1289) The Committee heard that the State Department acted as a conveyor belt in transfer of

this funds. The use and supervision was performed by respective County Government.

l29O) Committee Observations and Findings
(i) The Committee observed that the only l5 out of 47 Counties availed their returns for

audit verification;
(ii) The Committee further observed that the Accounting Officer failed to prepare and keep

proper accounting records in contravention of Section 68 (2) (b) ofthe PFM Act, 2012:

(iii)The Committee also observed that during the audit, the Accounting Officer failed to

provide accurate records and other supporting documents in breach of Section 9 ( I ) (e)

of the Public Audit Act,20l5;and
(iv)The matter therefore remained unresolved.

l29l) The Committee Recommended that:

1) The Accounting Officer must at all

accounting records in line with the

times ensure that*he pfepares and keep proper

provisions of S'ecti'bn 68 (2) (b) of the PFM Act,

2012.
2) The Accounting

records and othe

Audit Act,2015.

Officer must at all ti
r supporting

3) Within one (1) month uPon

provided returns
should avail the

Treasury.

4\ Where no retu
Auditor Ge

the Depa

uct ating

,'d
'section I

! t'
+t

re that he/she provides accurate

pu t to Section 9 (1) (e) of the Public

report, the 32 Counties that had not

under Devolution Support Programme (KDSP)

to the Cabinet Secretary of the National

ts are provided to the CS National Treasury and

the stipulated time, the erstwhile Accounting Officer for

t for Devolution together with members of the the Inter-

Food Distribution committee should be prosecuted for financial

to failure to provide information under the officer's control

98(1Xk) of the Public Finance Management Act' 2012'
! +1,

327,r,rVar,iatrce between Financial statement and IFMIS Ledger.

lZ92) The figures reported in the financial statements do not tally with the figures in the

IFMIS statement as tabulated below

Details

Amounts
Financial
(Kshs.)

per

Statements

Amounts Per

IFMIS Reports
(Kshs.) Difference (Kshs.)

Financial Assets 75,860,088 8,214.863.419 (8, 139,003,33 I )

Financial Liabilities 52,658,544 (s67.673.381) 620,331.925

Opening Balances 2.034.7 46 (567.673.3 8l ) 569.708.127

theRepot on the Exuntinaliotr of the Report of tlrc .'lnclilor'Getterol ott

ended 3lr Jtne l0l9
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1293) The differences between the trvo sets of records have not been explained or reconciled.

Submission by the Accounting Officer

1294) The Accounting officer adrnitted that at the time of reporting the statement of assets
and liabilities in IFMIS and as per actuals in the financial statements did not agree. The
statement of assets and liabilities generated from IFMIS had unreconciled carried forward
balances from the year FY20l3/2014. This was due to backlog of bank statement that had
not been uploaded in the cash management module in IFMIS system. This affected the
figures reported in IFMIS statement of assets and liabilities. The State Department has
however continued to carry out the clean-up exercise with the support of IFMIS team of
The National Treasury

1295) The Accounting Officer submitted that the reconciliation and clean-up exercise is
ongoing and is expected to be completed by the end of the current financial year.

1296) Committee Observations and Findings
(i) The Cornmittee observed that the

management module in IFMIS system

i ..r

of the bank staternents the cash

(ii) The Committee further observed Officer failed to prepare and keep
proper accounting records in 68 (2) (b) ofthe PFM Act, 2012;

(iii)The Committee furrher
reconciliations are done i

Accounting Officer failed to ensure that
complete financial statements submitted to the

Auditor General in
the Public Finance

for in Article 229 (4Xh), and section 8t(4)(a) of
2012; and

as unresolved.(iv)The Committee

1297) TheComprittee ded that

The Accountingtbffice'i must at all times ensure that reconciliations arc done in time and
the complei6 nnanciai'statements submitted to the Auditor Gencral within threc months
after close of the Financial Year as provided for in Article 229(4) (h), and scction g1(4)
(a) 'of the Public Finance Management Act 2012 read together with Regulation 90 of the
PFM (National Government) Regulations 2015.

Other Matters

328. Pending Bills
1298) Note 17.1 and Note 17.2 to the finarrcial statements reflect pending bills totaling

Ks1rs.6,735.297.709 cornprised of pending accounts payables of Kshs.3.4 67.119,693 and
other pending payables of Kshs.3.268, I 78,0 l6 respectively. Management has not provided
an explanation fbr non-pa)/rnent of the pending bilts. Failure to settle bilts during the year

Report on the Eytiltinotion ol'tlrc Relxtr.t oftlrc on tlu l:inoncml Stntenents.for thc .\'uttonul Goternrnent /in.rhe lertr
entlcd il/t' June l0 I 9
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to rvhich they relate distorts the financial statements for the year and adversely affects the

provisions of the subsequent year to which they have to be charged'

Submission by the Accounting Officer
1299) The Accounting Officer Submitted that the correct position of pending bills in the FY

2018-2019 was Kshs.3,467,l19, 693.and not 6,735,297,709. The figure of
Kshs.3,268,178,016 refers to the total of the historical pending bills carried forward from

the previous year of 2017-2018.

Item Amount-Kshs
Historical pending bills b/f from

2017/2018

3,268,178,016

Pending bills added in the yr
2018/2019

198,941,677

Total 3,467,119,693

1300) The historical pending bills indicated relate to historica! bills which were inherited from

the defunct ministry of local government, anal as fol

1301) The national treasury has advised that the arnount of Kshs.2,929,909,303.00 which

relate to CILOR owed to fonler local authorities be rvritten off due to inadequrate

documentation to suPPorl it.

1302) Committee Observations and Fiudings

Current statusAmount
Ksh /*q

Payee

In the process of
write off

CILOR(,eohtributiond&\.
In Leu ofVarious County

Governments

2,929,909,303.00

allocated budget

inFY 2021/2022
105,000,00411

mg| 
trnd for Muthurwa open airKenya Railways

Corporation
Paid in FY

2018-2019

p,egal case on Dismissal,r,r7}/9#1["ro;Taib AliTaib

awaiting budget

allocation
Laying of sewerage line in Mombasa

municipality in the year 2010
Spencon Kenya

Limited
02sssruJlf.o

,\,,
Paid in FY 2018-

2019
NBI CMCC NO.3919 of
20l2.DAVID Mereka VS John

Ngaruiya, Ministry of Local

Government and others.

8,1 15,834.49David Mereka,t:.
1

3,286,465,791.49Total
338,268,713.00Balance of

historical
pending bills
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(i) 1'he Committee observed that the processes of u,riting off historical bills amoqnting to
Kshs.2.929.909.303 was ongoing; and

(ii) The matter therefore remained unresolved.

1303) The Committee Recommended that:

The Accounting Officer should ensure that pending bills in any financial year are avoided
at all cost. Where pending bills are unavoidable, they should form the first charge in the
budget ofthe subscquent year.

329. Unresolved Prior Year Audit Issues.

1304) Several audit issues reported in the Auditor-General's report for the financial year
ended 30 June,2018 remained unresolved as at 30 June,2019. These issues are captured
under progress on follow up of auditor's recommendations.

Submission by the Accounting Officer
1305) The ministry appeared before PAC on 6th June 202.0 wherethe audit issues for financial

yeat 2017-2018 were discussed. The rninistry wa$iwaitinj,.riJport and recommendations of
PAC. {'"1,,,

Committee Observations and Findi
1306) The Committee observed that

that the Committee marked
discussed under the 2017 /2018 report and

IN USE OF PUBLIC RESOURCES

ved.

REPORT ON LAWFULNE

1307) Conclusion
330. There were no

resollrces. ,.i:

relating to lawfulness and effectiveness in use of public

REPORT ON EFIECIIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

1308) Conclusion
331. There were no material issues relating to effectiveness of internal controls, risk rnanagement

and governance.

DONOR FUNDED PROJECT

INSTRUMENTS FOR DEVOLUTION ADVICB AN'D SUI'PORT PITOJECT (CRBDIT
NO.KErFEDt024t230\

REPORT ON TI_IE FINANCIAL STAI-EMENTS
Repon on tle F.ytnination o.[the Repotl of the .lutlitor-General on tle Frnoncictl Stuteilrctils.for tlrc .\'otionul Got.ernrnent for thc |.eur
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Basis for Qualified Opinion

332. Unsupported Transfers to Other Government Entities
1309) As disclosed under Note 8.10 to the financial statements, the statement of receipts and

payments reflects an amount of Kshs.938,849,773 as receipts under proceeds from domestic

and foreign grants and controlled by third parties as direct payments. The statement also reflects

an amount of Kshs.938,849,773 as payments under other grants and transfers and payments

controlled by third parties. This balance relates to amounts transferred to National Government

entities and County Governments directly by the financier. However, included in this figure is

an alnount of Kshs.46,382,000 transferred to the Kenya School of Government out of which

only an amount of Kshs.2,400,000 was supported with sufficient and verifiable documents

leaving a balance of Kshs.43,982,000 unsupported.

1310) Further, an amount of Kshs.50,014,226 indicated as having bben,transferred to the County

Government of Kwale differed with Kshs.45,000,000 acknowledged bylhe County, as received

resulting to unreconciled variance of Kshs.5,014,226.

13 1 I ) Under the circumstances, the accuracy and

transfers and payments of Kshs.938,849,773

receipts and other grants and

by third parties reflected in the

statement of receipts and payments for the June, 2019 could not be ascertained.

Submission by the Accounting

1. Kenya School of
1312) The State ion is implementing a Service Contract with Kenya

School of Governm ity Building of 15 Counties in Local Economic

Development (L a of 30 months with effect from 23rd of September 2018

- 24th March Article 29 of the Contract, a pre- financing advance of
Ksh.46, 384,000 was October 2018.

submitted that this was a disbursement of grant by EU directly

nistry only reported on the grants in the financial statement as

qap,gfer,s to other government units while the expenditure and documentation was done by
'tte (SG.

l3 l4) During the audit period, KSG had only r.rndertaken the preparation of lnception Report,

Training Needs Assessment (TNA) and Development of Training materials hence the low

expenditure reported.

1315) The grant service contract between KSG the ministry was availed for perusal by the

Committee. KSG has also confirmed receipt of Kshs.46,383.000.

Reporr on the Exqntinotiotr of tlrc Report q/ the.ltditor-Ceneral on the Financial Slalentents.fctr tlrc .\'crtiotul Got'erntnenl .[or tlrc l'ear
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l3 l9) Transfers to the County governments

l3l6) 1'he final report showirrg the trainings conducted and the number of officers trained
using the advance payment received has now been availed.

2. KSG Krvale County
l3l7) The EU transferred Kshs.50 ,014,226 received by the County through the CRF Account

on 4th October 2018, however the County instead transferred a total of KShs.45,000,000
to the IDEAS Special Purpose Account (SPA). This difference arose because the Coulty
had budgeted KShs.45,000.000 for EU IDEAS Project for the financial year 20l9/21lg
instead of the full I st tranche disbursement of KShs.5 0,014,226 and couldn't transfer more
than had been budgeted. The County has since transferred the remaining amount after the
appropriation of the supplementary budget for Fy20l B/2Olg.

l3l8) The Grant Contracts signed between the Ministry and the County Governments gives
the County Governments administrative autonomy of the grants, howeverto make sure that
there is easy tracing of the funds and obtain accountability by the Counties, transfers to the
counties are made through the Counties Revenue Fund Acoount (CRF). The project
financial statet-nents are subject to audit by the Auditor Ceneral at county level as per
government provisions as it relates to audit of copnty Goxepiments.

.-.. 
,,.:1, l.

reflEb't-gt as transfers to other governments
The Ministry, for the purposes ght and accountability receives
implementation interim reports incl statements which were due in December
2019. Actual expenditures are veri County Level by the review of the financial
statements & supporting doc

1320) Committee O ndings
(i) The Committee the explanation given by the Accounting Officer with

regards to Uns sfer to Other Government entity was persuasive; and
(ii) The Cornmittee

. ;t..

the matter as resolved

The Committee Recommended that:

The Accounting officer must at all times ensure that he prepare and keep propcr
accaunting records in line with the provisions of Section 68 (2) (b) of the PFM Act,
2072.

The Accounting Officcr must at all times ensure that reconciliations are done in
time and the complete financial statemcnts submitted to the Auditor General
within three months after close of thc Financial Year as provided for in Article
229(4) (h), and section 81(a) (a) of the Public Financc Management Act 2012 read
together rvith Regulation 90 of thc PFM (National Government) Regulations 2015.

t32t)
1)

2)

333. Unsupported Training Expenditurc
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1322) As disclosed under Note 8.5 to the financial statements, the staternent of receipts and

payments reflects payments under training of Kshs.2,643,893 rnade by the entity. The

amount relates to payment of subsistence allowance paid to staff who attended training in

South Africa. However, supporting documents such as attendance register, boarding passes,

invitation for training, work plan, and budget were not availed for audit verification.

1323) In the circumstances, it has not been possible to confirm the propriety and validity of

the expenditure of Kshs.2,643,893 in respect of training reflected in the statement of

receipts and payments for the year ended 30 June, 2019.

Submission by the Accounting Officer
1324) The Training in Local Economic Development (LED) in South Africa is provided under

the approved IDEAS Programme Estimate no 2 - budget line no 1.8 and subsequent

revisions.

1325) The Accounting Officer Submitted that the, invitation letter;'approval memo, boarding

passes, training program and training report for training has since been provided.

1326) Committee Observations and Findings
i.'1"

failed to prepare and keep proper(i) The Committee observed that the

accounting records in contravention S (2) (b) of the PFM Act, 2012;

(ii) The Committee further ob the audit, the Accounting Officer failed to

provide accurate records

of the Public Audit AcL

documents in breach of Section 9 (l) (e)

(iii)However, the Com o that the explanation given by the Accounting

Officer with re Training Expenditure was persuasive; and

(iv)The matter as resolved.

1327) The
1) The

ittee that:

Officer must at all times ensure that he prepare and keep proper

accothting s in line with the provisions of Section 68 (2) (b) of the PFM Act'

2012.

,Z) T.[e,Accounting Officer must at all times ensure that he prepare and keep proper

accounting records in line with the provisions of Section 68 (2) (b) of the PFM Act'

2012.

3) The Accounting Officer must at all times ensure that he/she provides accurate

records and other supporting documents pursuant to Section 9 (1) (e) of the Public

Audit Act,2015.

Other Matter

334. Prior Year Unresolved Issues 334.1 Unsupported Balances

Reporr on ilre Eronrination ql the fuport o.[the .luditor-Genetul on the L-
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1328) The Management has not included in the annual reports, progress on follow up of audit
issues reported during 201712018 audit. The issues remain unresolved as follows:

334.1 Unsupported Balances

1329) The statement of receipts and payments for the year ended 30 June, 2018 reflects an
amount of Kshs.66,307,652 under Cumulative Proceeds from domestic and foreign grants
out of which Kshs.48,819,253 were direct payments made by third parties on behalf of the
project. However, the documentation that was provided revealed that the payment was
rnade by the European Union but the money was received by the County Government in
July, 2018.

Submission by the Accounting Officer
1330) The Accounting Officer submitted that the above paragraphs were discussed during the

examination of the State Department accollnt for financial year 2Ol7/18 and
recommendations made.

334.2 Other Grants and Transfers

1331) The statement of receipts and
amount of Kshs.48,819,253 under

ended 30 June 2018 reflects an

and

other

1333) The Accpunti
examination "ibf

submitted that the above paragraphs were discussed during the

sfers and payments which relates to
payments made by third parties the beneficiary Counties. However, no
accountable documentation was audit review

1332) Consequently, it has ible to ascertain whether the amounts were utilized
for the intended es.

Submission by the Officer
cer

the State Department account for financial year 2017118 and
recommendationS rhade.

334.E .Broceeds from Domestic and Foreign Grants

1334) fhe statement of receipts and payrnents reflects an arnount of Kshs.48,819,253 as
proceeds from domestic and foreign grants payment rnade by third parties. I-lowever, no
supporting documentation to demonstrate that this payment was actually made by the third
party, neither was there an acknowledgement by the recipient that the amollnt was received.
Information available for audit indicated that the arnount was clisbursed by the donor on l7
July,20l8 and therefore should not have been a receipt during the year.
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1335) Consequently, the accttracy and completeness of proceeds from domestic and foreign

grants totaling Kshs.66,307,652for the financial year ended 30 June,20l8 could not be

asceftained.

Submission by the Accounting Officer
1336) The Accounting Officer subrnitted that the above paragraphs were discussed during the

examination of the State Department account for financial year 2017ll8 and

recommendations made.

334.4 Unauthorized ExPenditure

1337) Further, the staternent of receipts and payments for the yearended 30 June,20l8 had

reflected an amount of Kshs.6,636,184 under purchase of goods and services. The figure

included an amount of Kshs.3,466,584 in respect of printing, ad.vertisingand information

supplies and services out of which an amount of Kshs.1,475,000 related to purchase of polo

t-shirts and caps that were not included in the approved. prqj,ect work plan' The balance of

Kshs.l,99l,584 was paid in respect of banners, brochfyes'pnd'branded note books an item

which had an approved budget of Kshs.l

Kshs.991,584.

1338) Consequently, the accuracy of the

utilization of Kshs. 1,475,000 could

Submission by the

1339) The Accounting O

examination of the

recommendations

resultinL to an over expe nditure of

Kshs.48,819,253 and propriety in the

that the above paragraphs were discussed during the

account for financial year 2017118 and

335. Budget Cgntrol
,"f1."

1340) The statemefit

and

receipts on a comParable basis of Kshs.173,000,000 and Kshs. 977,503,313 respectively

. resulfing to over funding of Kshs.804,503,013 or 465%of the budget. Similarly, the Project

.spent Kshs.949,0 I 8,566 wh ichisgTYoof the receipts but Kshs.7ll,594,l66 over and above

the approve budget of Kshs.237 ,424,400-

l34l) Management has not given any plausible explanation for the over funding or whether

the payments in excess of the approved budget were authorized.

Submission by the Accounting Officer

of comparative budget and actual amounts reflects a budget and actual
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1342) The Accounting officer submitted that the above paragraphs were discussed during the
examination of the State
recommendations made.

Department account for financial year 2Ol7/lg and

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

336. Irregular Recruitment of project Manager

I 343) As disclosed under Note 8.5 to the financial statements, the statement of receipts and
payments reflects an amount of Kshs.6,067,5OO under compensation of employees.
Included in this figure is Kshs.5,827,500 paid to the Project manag6r who had earlier been

Submission by the Accounting Officer
1344) The Accounting Officer bove paragraphs were discussed during the

examination of the State
recommendations made.

account for financial year Z0l7/18 and

337. Lack ofContract

1345) As disclosed in to the financial statements, the statement of receipts and
payments from the donor
who have acknowledged
the County Governments

i

1346) In absence of such undertakings, value for money in the use of public funds could not' 
be confirmed. 129

Submission by the Accounting Officer
1347) The Accounting officer submifted that the above paragraphs were discussed during the

examination of the State Department accorutt for financial year 2OlTllg and
recommendations made.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT

AND GOVERNANCE

1348) Conclusion
338. There were no material issues relating to effectiveness of internal controls, risk

management and governance.
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