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CHAIRPERSON'S FOREWORD

The Public Accounts Committee hereinafter referred to as "the Committee" is one of the six

'Watchdog Committees' in the thirteenth Parliament that examines reports of the Auditor-General

laid before the National Assembly to ensure probity, efficiency, and effectiveness in the use of public

funds. The Committee is established pursuant to National Assembly Standing Order 205 to examine

accounts showing appropriations of sums voted by the House to meet public expenditure and of such

other accounts laid before the House as the Committee may think fit. This ensures implementation

of Article 229(8) of the Constitution of Kenya,2010 on reports submitted to the House by the

Auditor- General.

This is the first report of the Public Accounts Committee of the 13th Parliament.

In examining the accounts of the Auditor General, the Committee invited accounting officers for the

various Ministries, State Departments, Commissions and Agencies to adduce evidence before it.

This report contains observations, findings and recommendations arising from examination of
reports of the Auditor-General for National Govemment for the financial year 2020121 . The report

is structured as follows:

i) general observations arising from recurring and cross-cutting audit queries;

ii) recommendations to each of the above;

iii) audit queries identilled by the Auditor General in the audit reports of each Ministry, State

Department, Commission or Agency;

iv) management responses to each of the queries;

v) Committee observations/ findings on each query; and

vi) recommendations of the Committee to each query raised.

In this report, the Committee goes beyond financial recommendations and makes policy
recommendations that it deems will cure financial and audit challenges and at the same time

recommends specific actions against specific officers who may have acted contrary to the law. It
further recommends further investigations of certain matters by the relevant investigative agencies

such as the EACC and the DCI. All this is geared towards ensuring prudent use of public resources

and holding all persons that have misappropriated public funds accountable, in accordance with
Article 226 (5) of the Constitution.

The Committee appreciates the Offices of the Speaker and the Clerk of the National Assembly for
the support accorded to it to enable it to perform its mandate. The Committee further extends its

appreciation to the Office of the Auditor-General and the National Treasury for the services it offered

to the Committee during the entire period, as well as those Accounting Officers who complied with
audit timelines, and provided satisfactory responses to queries raised.

I also extend my appreciation to my fellow Members of the Committee and the secretariat whose

immense contributions and dedication to duty has enabled the Committee to examine the audit

queries and produce this report.

On behalf of the Public Accounts Committee, and pursuant to National Assembly Standing Order

199(6), it is my pleasant duty and honour to present the Report of the Public Accounts Committee

on Audited Fi S tements tbr National Govemment tbr the financial year 2020121

HON. CPA I NG'ONG'O, EGH, MP
CHAIRMAN, PUBLIC ACCOUNTS COMMITTEE
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EXECUTIVE SUMMARY

This report of the Public Accounts Committee contains the Committee's examination of audited
financial statements of National Govemment for the financial year 2020121 .

In its examination and scrutiny of the audited financial statements of the various Ministries, State
Departments, Commissions and Agencies, the Committee's primary approach was to get submission
from Accounting Officers as regards errors of omission or commission that gave rise to the audit
queries cited by the Auditor General. This was done guided by the relevant public financial
management principles in the Constitution of Kenya, 2010, the Public Audit Act, 201 5, the Public
Finance Management Act,2012 and the attendant Regulations, the Public Procurement and Asset
Disposal Act,20l5 and the attendant Regulations and the International Public Sector Accounting
Standards (IPSAS). The Committee has elaborated on this various provisions and the remedies that
are prescribed for their breaches elsewhere in this report.

The preface of the report contains preliminaries on the establishment of the Committee; its
membership and secretariat; mandate; and the guiding principles governing the Committee in the
discharge of its mandate and its recommendations.

The report then examines reports of each specific Ministry, State Department, Commission or
Agency; the specific audit reservations raised by the Auditor-General; management response to each

audit query by the Accounting Officer; Committee observations/ findings after consideration of the
respective audit reservation; and finally, Committee recommendations on each audit query.
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1.0 PREFACE

1.1 Establishment and Mandate of the Committee

1) The Public Accounts Committee is established under the National Assembly Standing Order
(S.O.) 205 and is mandated to examine accounts showing appropriations of sums voted by the House
to meet public expenditure and of such other accounts laid before the House as the Committee may
think fit.

1.2 Committee Membership

2) The Committee comprises of the following fourteen (14) Members;
i. The Hon. CPA John Mbadi Ng'ong'o, EGH, MP - Chairperson
ii. The Hon. Nicholas Tindi S. Mwale, MP - Vice Chairperson
iii. The Hon. Eckomas Mwengi Mutuse, OGW, MP
iv. The Hon. (Dr.) Otiende Amollo, SC, EBS, MP
v. The Hon. (Dr.) Wilberforce Ojiambo Oundo, MP
vi. The Hon. Samuel Kinuthia Gachobe, MP
vii. The Hon. Amina Udgoon Siyad, MP
viii. The Hon. David Kiplagat, MP
ix. The Hon. (Dr.) Edwin Mugo Gichuki, MP
x. The Hon. Gabriel Gathuka Kagombe, MP
xi. The Hon. Mohamed Aden Adow, MP
xii. The Hon. Nabwera Daraja Nabii, MP
xiii. The Hon. Victor Kipng'etich Koech, MP
xiv. The Hon. Yakub Adow Kuno, MP

The Committee makes special mention of the late Hon. Hassan Kulow Maalim whose untimely
demise cut short his membership to the Committee.

1.2 Committee Secretariat

3) The secretariat facilitating the Committee comprises the following technical staff;

I

ii
iii
iv

vi
vii
viii

ix
x
xi
xii

Mr. Victor Weke
Mr. Abdiraman G. Hassan
Ms. Lilian Mwikali Mutiso
Mr. Nimrod Mate
Mr. Cyrille Mutali
Mr. Henry Gichana
Mr. Lenny Muchangi
Mr. Mark Mbuthia
Ms. Yvonne Kendi
Mr. Peter Atsiaya
Ms. Faith Malala
Mr. Luka Mutua

Senior Clerk Assistant/Lead Clerk
Clerk Assistant I
Clerk Assistant III
Clerk Assistant III
Fiscal Analyst III
Research Officer III
Legal Counsel II
Audio Recording Officer
Hansard Officer III
Media Relations Officer
Public Relations Offi cer
Sergeant-at-Arms

1.3 Committee proceedings

4) To produce this report, the Committee held ninety-five (95) sittings in which it examined the
audited financial statements of all minitsries, state departments and agencies for the financial year
2020121.
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5) In response to all the audit queries, the Committee heard and received both oral and written
evidence from Principal Secretaries and Commission Secretaries (Accounting Officers) of the
various votes and other relevant witnesses.

6) These observations and recommendations, if considered and implemented, will enhance
accountability, effectiveness, transparency, efficiency, prudent management, and value for money in
state organs.

li

Ir

l

1r

L
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2.0 GUIDING PRINCIPLES

7) The Committee in considering the Audited accounts of National Government is guided by the
Constitution of Kenya and the following statutes and codes/regulations in undertaking its mandate:

8) Chapter Twelve of the Constitution on Public Finance

Part I-Principles of Public Finance

Article 201 sets out the principles of public finance which includes: -
. openness and accountability, including public participation in flnancial matters (Article

201(a)); use of public money in a prudent and responsible way (Article 201(d)); and
. responsible financial management and clear fiscal reporting (Article 201(e)).

Part 6-Control of Public Money

Article 226 deals with the accounts and audit of public entities and provides that:
o the accounting officer of a national public entity is accountable to the National

Assembly for its financial management(Article 226(2));
Article 227 deals with the procurement of public good and services. Article 227 (l) in
particular, provides that "when a State organ or any other public entity contracts for goods
or services, it shall do so in accordance with a system that is fair, equitable, transparent,
competitive, and cost-effective".

9) The Public Finance Management Act, No. I 8 of 201 2

Section 68 sets out the responsibilities of accounting officers for national govemment
entities, Parliament and the Judiciary. This includes accountability to the National
Assembly for ensuring that the resources of the respective entity for which he or she is the
accounting officer are used a lawful, authorized, effective, efficient, economical and
transparent manner (section 68( I )).

Section 72 focuses on the accounting officers' responsibility to manage the assets and
liabilities of national government entities.

10) Apart from the above-named laws, the Committee was further guided by the following: -
(i) the Parliamentary Powers and Privileges Act, No.29 of 20171'
(ii) the Public Finance Management (National Govemment) Regulations,20l5;
(iii) the Public Procurement and Asset Disposal Act, No.33 of 2015;
(iv) the Public Procurement and Asset Disposal Regulations, 2020;
(v) the Public Audit Act, No. 34 of 2015;
(vi) The Fair Administrative Action Act, No. 4 of 201 5;
(vii) the Accountants Act, No. l5 of 2008; and
(viii) the National Assembly Standing Orders

PACRepo/t on the Exomindtion ol the Repon olthe Auditot-Genercl on the Finonciol Stotements ol Notionol Govenment lot the FY ended 3C^ )une 2021
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3.0 BASIS FOR RECOMMENDATIONS

l1) In prescribing recommendations, the Committee relied on the various expressions of the law
and remedies ascribed to each breach. Specifically, the Committee deployed the following
sanctions;

l2) Sanctions under the Constitution
Article 226 (5) of the Constitution provides-

If the holder of a public office, including a political ffice, directs or approves the use of public

funds contrary to lqw or instruclions, the person is liable -for any loss arisinp -from lhat use and
shall make sood the loss, whether the person remains the holder ofthe office or not.

13) Sanctions under the Public Finance Management Act,2012

Section 74 provides-

Disciplinary measures against public and accounting ollicers

(l )Subject to the Constitution, the Public Officers Ethics Act (No. I of 2003) and the Public Service
codes of ethics or any other relevant laws, if an accounting fficer reasonably believes that a
public officer employed by a national government entity is engaging in, or has engaged in
improper conduct within the meaning of subsection (1) in relotion lo the resources of the entity,
the accounting officer shall-

(a)take appropriate measures to discipline the public fficer in accordance with regulations; or

(b)refer the matter to the relevant office or body in terms of the stalutory and other conditions of
appointment or employment applicable to that public fficer.

(2) If a Cabinet Secretary reasonably believes that an accounting fficer is engaging in or has
engaged in improper conduct within the meaning of subsection (1), the Cabinet Secretary shall-

(a)take such measures as may be provided in regulations; or

(b)refer lhe matter lo the relevant ffice or body in terms oJ'the stotutory and other conditions of
appoinlment or employment applicable to that accounting officer.

(3) The measures referred to in subsection (2)(a) include revoking lhe position as accounting
officer.

(4) For the purposes of lhis section, a public fficer or accounling oficer engages in improper
conduct in relation to a national governmenl entity if the fficer-
(a)conlravenes or fails to comply with this Act, including their accounting responsibililies;

(b)undermines anyfinancial managemenl procedures or controls that apply to the entity;

(c)makes or permits expenditure thal is unlawful or has not been authorised by the entity; or

(d)fails. without reasonable excuse, to pay eligible and approved bills promptly in circumstances
where funds are provided.for.
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(5) Disciplinary measures under this seclion may not be taken against a public officer or
accounting fficer under subsection (l )(a) or (2)(a) unless the fficer has been given an
opportunity to be heard in relation to the alleged improper conduct.

Section 196 of the Act provides-

Offences by public officers

(l) A public fficer shall not spend public money otherwise than authorized by the
Constitution, an Act of Parliament or County legislation.
(2) A public fficer shall not raise revenues other than in accordance with the Constitution,
an Acl of Parliament or an Act of a County Assembly.

(3)A public olficer shall not enter into any obligation that has /inancial implications for the
national governmenl budget or o county government budget unless the obligation is authorised by
the Conslitulion. an Act of Parliament or an Act of a County Assembly.

(4) A public o./ficer shall nol borrow money, issue a guaranlee, indemnity or security or enter into
any other lransaction lhat binds or may bind the national government entity or a county
government entity to any future.financial obligation, unless the borrowing. guorantee, indemnity.
security or olher transaction is authorised by lhis Act or by ony olher written lau, and, in the case
of loans or guqrantees. is wilhin the limits provided under this Act.

(5) A public fficer shall not direct another public fficer to do an act lhot constitutes a
contravenlion of, or a failure to comply with. this Act. the Constitution or any other wriften law.

(6) A public fficer who contravenes this seclion commits an offence and on conviction is liable to
a term of imprisonment not exceeding fwo years or to a fine not exceeding one million shillings,
or to both.

(7) Llthere a nalional goyernment entity or a county government entity-

(a) engages in an action that it is prohibited from doing by this Act: or
O) fails to comply u,ith an obligation imposed on it by this Act,
a public fficer who assisted orfacilitated the act. or who was a pqrty to, or contributed
lo, the failure, commits an offince and on conyiction is liable to a term of imprisonment
not exceeding two years or to a.fine not exceeding one million shillings, or to both in
addition to provisions under Article 226(5) of the Constitution.

Section 197 of the Act provides-

Offences of financial misconduct

(l) A public fficer employed by lhe nalional government or a national government entity
commits an offence of./inancial misconduct if, without law/ul authority, the of/icer-

(a) issues public governmenl securities, or yaries their terms and conditions;
(b) opens a bank account in the name of the government;
(c) lends money on behalf of the Government:
(d) issues guaranlees or indemnities on behalf of the Government,'
(e) issues securities.for loans made to the goyernment;
(n disposes of property belonging lo or under the control of, that government or entity;

PACRepon on the Exoninotion ol th. Repon olthe Auditorcenerol on the FinonciotStotements ol Notionot Govenfient lot the Fy ehded 3F lune 2021
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(g) fails to pay into a government hank account any public money entrusted to the fficer
or received by the fficer for or on behalf of thal government or lhat enlity;

(h) incurs expenditure or makes a commitmenl on behalf of that government or entity;
(i) incurs wasteful expenditure on behalf of that government or entity;
(j) fails to deliver to that government or entity a gift or donation made on a public or

fficial occasion in accordance with the Public O/Jicers Ethics Act;
(k) fails to provide any idormation in the fficer's possession, or under the officer's

control, in relation to the financial management, financial performance, or banking
activilies of that government or enlity or in relation to the management or control of
an asset or liability of that government or enlity when required lo do so, except where
such re.fusal or failure is required or authorised by this Acl or any other written law;

(l) -fails to keep proper records or conceals, or wrongfully destroys, information that is
required to be recorded,'

(m) intentionally or recklessly obstructs or hinders o person while that person is acling in
the performance or exercise of the person's functions or powers under this Act;

(n) makes any stalement or declaration, or gives any information or certificate, lowfully
required by or under this Act knowing it lo be false or misleading in a material respect;

(o) "for the purpose of procuring for the public fficer or qny other person or
organisat ion-

(p) makes improper payment of public money belonging to or entrusled to that government

or entity; or
(q) (ii) makes improper use of any public property of that government or entity; or
(r) fails to remit reyenue received conlrary to the provisions of sections 76(2) and I 58(2)

of this Act.

Section 198 ofthe Act provides-

Other offences by public officers

(1) A public fficer commits an offence if that fficer-
(a) takes possession of public funds or assets without lawful authority;
(b) misappropriates public funds or assets;
(c) conceals information on public finances to obtain a financial benefit either for the

fficer or another person; or
(d) engages in a corrupt act.

(2) In this section, " corrupt act" includes soliciting or receiving an inducement.

Section 199 ofthe Act provides-

Penalties for offences

Except as otherwise provided by this Act, a person who is found guilty of committing an offence
under this Actfor which no other punishment is given, that person is liable on conviction to a term
of imprisonment not exceedingfive years or to afine not exceeding ten million shillings, or to both.

l4) Sanctions under the Public Audit Act, 2015

Section 62 of the Act provides-

Other Olfences
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(1) A person shall not-
(a) without reasonable cquse or lawful excuse, obstruct or hinder, assault or threaten a

member of staff of the Office of the Auditor-General or professional acting under this
Act:

(d)
(e)

(b)
(c)

wilhout justification,.fail to provide information required under this Act;
without justification, fail to provide information within reasonable time that is
required under this Act;
submit false or misleading information;
misrepresent to or knowingly mislead a member of staff of the Oflice of the Auditor-
General or professional acting under this Act; or
interfere with or exert undue inJluence on any staff of the Office of the Auditor-
General or on qny person authorized by the Auditor-General to perform functions
under this Act.

(2) A person who contravenes subsection (l ) commits an offince and is liable on conviction
lo afine not exceeding./ive million shillings or to imprisonmenl for a term not exceeding
lhree years, or to both.

Section 63 ofthe Act provides-

General penalfy

Except as otherwise provided for under this Act, a person who is found guilty of an offence under
this Act for which no olher punishment is given, is liable on conviclion to afine not exceeding rwo
million shillings or to a term of imprisonment not exceeding one year or, to both.

Section 66 ofthe Act provides-

Ineligibility to hold public office

A personwho is convicted of an offence under this Act shall not be eligible to hold public
office or work wilh an enlily owned in whole or part by the State for a period of ten years
fo I I ow ing t he c onvi c t i on.

l5) Sanctions under the Public Procurement and Asset Disposal Act, 2015

Section 176 provides-

Prohibitions and offences

(1) A person shall not-
(a) obstruc! or hinder a person carrying out a duly or function or exercising a power
under this Act:
@ knowingly lie lo or mislead a person carrying out a duty or function or exercising
a power under this Act:
(c) delay without justifiable cause the opening or evaluation of tenders, the awarding
of contract beyond the prescribed period or payment of contractors beyond contractual
period and controctual performance obligations:
(d) unduly influence or exerl pressure on any member of an opening committee
evaluotion committee and disposal commiltee or on any employee or agent of a procuring

(/)
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16) From the foregoing, the Committee has made various observations and
recommendations, after weighing the veracify of each breach, including;

ll
iii
iv

Admonish,/Reprimand the Accounting Officer or relevant officer for failure to perform
functions bestowed upon the office;
Prosecution of the Accounting Officer or relevant off icer;
Imposition of a fine to the Accounting Officer or relevant officer;
Surcharge the Accounting Officer or relevant officer in the event of loss of funds;
Declare that the Accounting Officer or relevant officer is unfit to hold a particular office
or generally hold office as a public/state officer.

17)The Committee notes that subsequent audits will be on financial statements that have
been personally handled by incumbent Accounting Officers, and not inherited from previous
office holders. The Committee will proceed to fully recommend prescriptions in law
elaborated above, for various acts of omission or commission.
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4.0 GENERAL OBSERVATIONS AND RECOMMENDATIONS

18) In consideration of reports of various ministries, state departments and agencies, the

Committee encountered cross-cutting and at times persistent matters that that informed the general

observations and recommendations. Specific observations and recommendations are however

made in relation to the respective agency.

l9) Poor accounting standards and general incapacity ofsome accounting units
The Committee found that despite all accounting units being staffed by qualified accountants

and procurement officers, non-compliance with the various provisions of the various laws

elaborated above pointed to incompetence or resistance. The various breaches included
inaccuracies in financial statements, failure to reconcile accounts and failure to address prior
year matters. Accounting Officers have also cited IFMIS challenges.

The Committee recommends that the National Treasury conducls periodic sensilization and
capacity building.for all accounting offcers. finance stalJ.and procurement fficers across
goyernment on their responsibilities duringthe audit cycle and adherence to IPSAS.

The Commiltee also recommends that the relevant professional bodies enJbrce compliance
to standards and met out sanctions to those fficers found to be willfully failing to discharge

lheir functions.

20) Late submission of supporting documentation
Further to the above, the Committee observed that some accounting officers failed to submit

supportive documentation to the Auditor-General on time (during the audit cycle) as required

under section 68 of the PFM Act and the various provisions of the Public Audit Act. This
invariably led to the Committee discussing matters that should ordinarily not feature in the

final report, some as mundane as accounts not balancing. The Committee observed that

accounts and finance staff in the various state agencies did not maintain financial statements

real time and waited for the end of the financial year to commence reconciliations.

The Committee recommends that Accounling Officers henceforth comply wilh Seclion

6S(2)(k) of the PFM Act 2012. by providing supportive documentation on time. The

Committee in subsequent audits will prescribe punitive measures to those accounting fficers
that fail to adhere to requirements of the law in this regard.

Furlher, the Committee will not enlertain continuous engagement between olficers of the

Auditor General and Accounting Officers, beyond the time period prescribed by law. All
queries carried to the report of the Auditor General will be considered as such and attract
requisile recommendalions as is.

The Committee also recommends that the Departmenlal Committee on Finance and National
Planning considers amending the law to reduce the time period allowed for Accounling
Officers to submit.financial accounts to the Auditor General.from three (3) months to one (l)
month.

21) Long outstanding construction works/ stalled projects
The Committee encountered cases where some construction projects took inordinately long
to complete for various reasons including contractor non-performance, late exchequer

PAC Repoft on the Exominotioh ol the Repoft ol the Auditorcenercl on the Finonciol Stotements ol Notionol Govemment lot the FY ended 3Oh lune 2021

xvll



issuance, budget cuts and general poor foresight and project management. This led to sunk
costs and a general lack of value for money, and in certain cases, interest charged by
contractors.

The Commitlee recommends that lhe National Treasury should only approve projecrs that it
can guarantee funding and completion within the medium-term economic.framework. No new
projecl should be commenced by ctn agency before all existing ones are completed or fully
funded. Accounting Officers are further warned ofpersonal responsibitity shoild contraLrcis
fail to perform. considering evaluation of technical and .financial capacity of bidders is
mandated under the law. The .failure to enforce and/or recall performance guarantees will
also be personolly remedied by the Accounting Officers.

22) Non-existence or weak internal audit functions
The Committee noted numerous instances where intemal audit committees were non-existent
or did not meet regularly as prescribed by law. The Committee observed that the current
practice where the Accounting Officer appointed and facilitated the audit committees may be
a hindrance to the effectiveness of these committees as they are required to report to the same
Accounting Officer on breaches by the same.

The Committee recommends thal Treasury to submit proposals to the National Assembly
wilhin six (6) months of adoption of lhis report, delinking internal auditfunctions in rerms if
appointmenl, facilitation and reporting.from Accounting Oficers to an independent ofice.

23) Budgetary control and performance
All ministries, state departments and agencies faced budgetary underperformance
predominantly attributed to late exchequer release, supplementary budgets or incapacity to
collect AIA. This invariably led to underperformance of programme objectives and lacl of
service provision to the public.

The Committee recommends lhat Treasury and the National Assembly through the Budget &
Appropriation Committee. and lhe deparlmentol Commitee on Finance and National
Planning make realistic revenue projections and atlainable expendilure estimates.

24) Pending bills
Related to the above, state agencies have seen accrual of huge sums of pending bills largely
blamed on inadequate exchequer release and budget rationalization, after commitments havi
been made and goods/ services have been procured.

The Committee recommends that Treasury only rationalizes budgets that have not been
committed. Further, borrowing by the National Treasury to plug budget deficit should be
done uniformly across the financial year to avoid the end year rush oJ'disbursements and
procurement in an effort to beat the deadline.

25)Accrual vs cash basis accounting
The National Government has continued to operate under the primitive and outdated cash
basis ofaccounting that poses various challenges in rnaintaining offinancial records. Accrual
accounting provides a more accurate view of an agency's financial health by especially
factoring in accounts receivables and payables. This will clear the long persistent matter of
pending bills, and allow agencies to complete programmes beyond the end of the financial
year where as is the current practice, sees a rush to expend funds at the end ofthe financial
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year. This will invariably need National Treasury to make realistic budgetary projections as

has already been observed above.

The Committee reconrmends that National Treasury expedites the full roll-out of accrual

basi.r of accounting, by the end of the.financial year 2023/24.

26\ lnterest and commitment fees charged on undrawn loans

The Committee observed certain instanccs whcrc loans have been negotiatcd, signcd and

committed but the implementing agency was yet to drawdown. In these instances, interest

accrued pronto while the Kenyan people did not obtain utility of the programmes. This

amounts to wasteful expenditure. Funds cited as commitment fees for the year under review
amountcd to Kshs. 2,063,104,537 from 20 loan agreements worth Kshs.379,943,389,070
that had no drawdowns. Related to these were various donor funded projects with undrawn

balances that implementing agcncics had no capacity to absorb, hence forgonc dcvcloprncnt
funds.

The Conunittee reconrmends that National Treasury only enters into loan agreements whose

programnre/project implententation plan"' are ready .for immediate execution. Accounting

Officers thal.fail to absorb such.funds promptllt and within schedule will be held personally

liable and will make good the lo.st interest, .subjeu to Article 226(5) ofthe Constitution.

Moreover, the Committee recommends that the Auditor General conducts a.fbrensic audit on

the country's entire debt portfolio and.submits a report to Parliament, within six (6) months

of adoption of this report.

27) Dual implementation of projects between National and County Governments

The Committee encountered instances under the State Department tbr Housing & Urban

Development where certain donor projects financed by the World Bank to be implelnented
by county govemments poscd an accountability challenge. The Accounting Officcr is

expected to accounts for the funds while total responsibility lay with the counties, the fbnner

basically acting as a conduit and had no control whatsoever.

The Committee recotnnrcnds that such./ilttd.s be v,holl),issued to lhe implementing agetrcy as

conditional grants, rather than the mongrel arrangement thal amently subsists.

28) Non-compliance with the one-third rule of basic salary
The Committee observed several instances where govemment employees were not able to
comply with provisions of the law and Human Resource policies on the one-third rule of
basic salaries. Reasons adduced were tax reliefls accorded public officers during covid- l9 but

later lifted despite staff committing their net salaries. Moreover, changes in superannuation

and tax brackets led to this anomaly. The Committcc observes that there was the potential of
the same recurring due to an uncertain tax regime.

The Contmittee recommends that governme l ensures staff are not disadvantagad through
inpo.sitiott of tax or other measures and that onv nev, policv reginte .should be capped at the

nraximum of two-thirds o.f existing sta.//.basic salaries.
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29) Failure to resolve prior year matters
The Committee noted various instances where matters recurred because Accounting Ofllcers
did not irnplement remedial l-lleasures on errors of ornission or commission. Whilst awaiting
the Committee's report for any preceding financial year, it is the expectation of the

Committcc that Accounting Officcrs bc pro-active and incremcntally improvc intcrnal
controls.
The Commillec rec'ommends that all Accounting O.ft'ic'crs avail a matrix on implemantalion
of various raconrmettdatiotrs, tt'ithin thrce (3) monlh.s o.f adoption o/ this report. This will be

ulongside the usual Treasul, ntemorundum.

30) Statement on Audited Accounts of Revenue for the period ending 30th June 2021

During the 202012021 financial year, total revenue recorded under various revenue

statcmcnts as rcccivcd by thc National Govcmmcnt amounted to Kshs. I ,7 I 3 ,642,981,513
rcprcscnting a dccrcase of Kshs. I 7,349,7 12,351 or about I o% whcn comparcd to actual
collections of Kshs. I ,730 ,992,693,864 realizecl in the year 2019l2O2O as tabulated below.

Table: Conrparative Summary of Actual Revenue Receipts in Kenya Shillings

Datu Source: The Kenyo Nutionul Audit O/ficc

Thc total revenue of Kshs. 1,713,642,981 ,5 13 for the year 202012021 compriscd of
Kshs. 1,626,801,249,470 and Kshs.86,ti41,732,043 rclating to Rccurrent (ordinary rcvcnuc)
and Development revenue respectively. However, the actual ordinary revenue (tax and non-
tax inconre receipts) of Kshs. 1,626,801.249,470 reported in the audited revenue statenlents
during thc year differs by Kshs.25,784,862,602 with the ordinary rcvcnuc rcccipts of
Kshs. 1,601,016,3tt6,868 reflected in the National Exchequer.

The Committee recomnends that the lotal nationally collectetl revenue anount qf Ksh.

I,626,801 ,249,470 .forms the basi.t of sharing ol revenue between the national and county
governments a.t contemplated in Article 203 (3) o./'the Constittttion.

a

Dctails 202012021 Actual
Receipts (Kshs.)

201912020 Actual
Receipts (Kshs.)

Increase/
(Decrease)

(Kshs.)

Increase/
(Decrease) 7o

Recurrent

Revenue

|,626,80t,249,470 | .61 3 .7 I 4,909 ,446 (46,913,659.97 6) (3%)

Dcvcloprncnt

Revenue

86,841;732,043 57,277,784,4t8 29,563.947,625 52%

TOTAL
I,713.642,981,5 t3 t,730,992,693.864 (17 ,349,7 t2,3st) (l'Yo)
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I. THE NATIONAL TREASURY _ VOTE 1071

REPORT ON THE FINANCIAL STATEMENTS

Dr. Chris Kiptoo, PhD., CBS, the Principal Secretary and Accounting Officer for the State

Department for National Treasury appeared before the Committee on l6th February 2023 and on
18th May 2023 accompanied by the following ofllcers:

Director General, Accounting Services
Director General, Public Private Partnership
Ag. Director General, PIPM
Deputy Accountant General
Deputy Accountant General
Deputy Director
Commissioner, Kenya Revenue Authority
Senior Deputy Accountant General
Senior Deputy Accountant General
Senior Chief Finance Officer
Chief Manager, Kenya Revenue Authority
Parliamentary Liaison Offi cer
Senior Principal Finance Officer

1. Mr. Benard Ndungu
2. Mr. Christopher K. Kirigwa -
3. Mr. Michael A. Kagika, EBS -
4. Mr. Josepth Waruiru
5. Mr. Francis L. Amuyunzu
6. Mr. Livingstone Bumbe
7. Mr. Mohammed Omar
8. Mr. Nemwel Mutanya
9. Mr. George K. Gichuru
10. Mr. Ambrose R. M. Ogango -
I L Mr. Victor Mino
12. CPA. Isabella Kogei
13. Ms. Damaris Onsomu

and submitted as follows;

Basis for Qualified Opinion

1. Inaccuracies in the Financial Statements
The statement of assets and liabilities and the statement of cash flows reflects a prior year

adjustment of Kshs. 161,975,656 and the respective comparative balance of Kshs. 956,197,623
with no details of the comparative balance. Further, the Trial Balance provided for audit reflected

a nil balance in respect to prior year adjustments. No schedules or ledgers in support ofthe prior
year adjustments were provided for audit review.

Consequently, it was not possible to ascertain the accuracy and validity ofthe prior year adjustment
in the current and prior years.

Submission by the Accounting Officer
The Treasury noted that the Statement of Assets and Liabilities and the Statement of Cash Flows
reflects a prior year adjustment of Kshs. 161,975,656.00 and respective comparative balance of
Kshs. 956,197,623.00. The prior year's adjustments figure consisted of;

l. Recurrent vote opening balance for FY 202012021 of Kshs. 25,221,575.00
transmitted to Exchequer Account.
2. Financial Sector Support Project expenditure of Kshs. 136,754,081.00 posted in
IFMIS as direct expenditure instead of Appropriation-ln-Aid.

Committee Observations and Findings
(D The Committee observed that the Accounting Officer failed to explain the
inaccuracies in the linancial statements; and

I
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(ii) The Committee noted with concern that Treasury was the custodian of
financial records and ought to lead from the front.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to perform duty bestowed
upon the office and recommends that the Auditor General confirms status in subsequent
financial year audit.

2. Acquisition of Assets
The statement of receipts and payments reflects a balance of Kshs.19,356,211,675 in respect to
acquisition of assets which includes a balance of Kshs.490,436,605 spent on foreign equity
participation. Review of the cash book provided indicated that the Management haa lncunea fshi.
961,024,323 with regard to the same item resulting to an unexplained and unreconciled variance
of Kshs. 470,587,718.

In the circumstances, it has not been possible to ascertain the accuracy and validity of the
acquisitions ofassets for the current and prior years.

Submissions by the Accounting OIIicer
The Accounting Officer noted that the Financial Statement reflected Kshs. 19,356,211,675 in
respect to acquisitions of assets. During the year under review, the Ministry spent Kshs.
961 ,024,323 on foreign equity participation (subscription to international organizations) and out
of this amount Kshs. 490,436,605.00 was charged to foreign equity participation item whereas the
balanceofKshs.470.587,717.50waschargedunderaccountltem2640502_ (grantandtransfer).

The amount of Kshs. 470,587 ,717 .50 was a Pay Advice and Payment Voucher payable to African
Development Bank as Govemment of Kenya subscription and Authority to pay subscriptions from
the grants item was granted by the Accounting Officer.

Committee Observations and Findings
The Committee noted that even though National Treasury has the authority to reallocate the
aforementioned expenditure, the Accounting Officer failed to avail this authority.Committee

Committee Recommendation
The Committee reprimands the Accounting Officer for breach of section 43 of the PFM Act.

3. Purchase of Specialized Materials and Services
The statement of receipts and payments reflects an amount of Kshs. 26,166,355,878 under use of
goods and services which includes an amount of Kshs. 10,008,528,374 incurred on purchase of
specialized materials and services. However, the schedule in support of the expenditure only
indicated the item code, date of payment and amount paid but omitted the fields for payee and th!
purpose for which the expenditure was incurred. In the circumstances, propriety of the expenditure
could therefore not be confirmed.

Submissions by the Accounting Officer
The Principal Secretary for National Treasury noted that the Statements of receipts and payments
reflects an amount of Kshs. 26,166,355,878 under use of goods and services which was diiclosed
in the financial statements. It includes an amount of Kshs. 10,008,528,374 which was incurred on
purchase of specialized materials and services.

PAC Repoft on the Exominotion ol the Report ol the auditor.Genercl on the Finonciot Stotements ol No?ionol Govehment fot the Fy ended 3Oh lune 2021 
2



The Accounting Officer averred that the IFMIS system generated ledger does not indicate the

names of payee and the reason for payment and that such details are generated in the IFMIS invoice
module. However, the observations from the Office of the Auditor-General were noted and would
be incorporated in the ongoing IFMIS re-engineering. IFMIS ledger will be reconfigured to have

the omitted fields incorporated.

The PS reiterated that the Pensions Information Management System is integrated to all other
govemment systems and there is a linkage with the Govemment Human Resource Information
Management System (GHRIS) to translate Civil Servants who have retired into the Pensions

system.

Committee Observations and Findings
(i) The Committee noted that the Accounting Officer failed to submit documents
on the names of payee and the purpose for which the expenditure was made; and
(iD The Committee noted that IFMIS should have captured all the information
regarding purchase, including payee and details of payment.

Committee Recommendation
Within three (3) months of adoption of this report, the Accounting Officer should provide
an update on the IFMIS re-engineering to the Committee.

4. Unauthorized Utilization of Surplus
Review of the financial statements revealed that, during the year under review, the statement of
receipts and payments reflects an expenditure of Kshs. 96,100,506,622 against the total receipts of
Kshs. 95,959,362,651 resulting to an over expenditure of Kshs. 141,143,971. Management has

however, indicated that this was due to The National Treasury spending part of the previous year's

surplus of Kshs. 351,896,424 which should have been surrendered to the Exchequer. The balance

was not surrendered to the Exchequer for re-voting as prescribed under Regulation 117(2) ofthe
Public Finance Management (National Government) Regulations, 2015.

In the circumstances, the propriety in the utilization of Kshs. 141,143,971 during the year could
not be confirmed. Further, the Management was in breach of the law.

Submissions by the Accounting Ollicer
The Ministry testified that the total exchequer issued during the year 202012021 was Kshs.

84,791 ,601 ,1 00.03 for both recurrent and development votes. The Development Vote exchequer

issue was Kshs. 36,422,190,303.30 against a budget of Kshs. 45,806,656,597 resulting to under
issue of 9,3 84,486,293.7 0.

The closing balance of Kshs. 351,896,423.90 for FY 201912020 was carried forward to the FY
202012021. This amount was not surrendered to the exchequer but remained in the books and

utilized during the year under review to clear part ofthe outstanding pending bills claims as first
charge. This led to expenditure of Kshs. 141,143,971 above the exchequer received during the

year. The same amount was deducted from the exchequer issues due to the Ministry. During the

year the Ministry requested development vote exchequer tunding of Kshs. 45,806,656,597 and

received Kshs. 36,422,190,303.30. Cash book extract in support of surplus and analysis of
Development vote exchequer position was availed for audit review.

3
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Committee Observations and Findings
i) The Committee observed that the Accounting Officer failed to surrender the
previous year's surplus of Kshs. 351,896,424 to the Exchequer for re-voting as
prescribed under Regulation ll7(2) of the PFM (National Government) Regulations,
2015.
ii) The Committee also noted that Treasury had surpluses that it could carry
forward to subsequent financial years while other state departments were starved of
finances and experienced late exchequer releases.

Committee Recommendation
The Committee reprimands the Accounting Officer for breach of Regulation 117(2) of the
PFM (National Government) Regulations, 2015.

Other matter

5. Budgetary Control and Performance
The summary statement of appropriation - recurrent and development combined reflects final
receipts budget and actual on comparable basis of Kshs. 114,525,735,724 and Kshs.
95,959,362,651, respectively resulting to an under-funding of Kshs. 18,566,373,073 or 16%oof the
budget. Similarly, The National rreasury expended Kshs.96,100,506,622 against an approved
budget of Kshs. 114,525,735,724 resulting to an under-expenditure of Kshs. $,qzs,22g,loz or
l6% ofthe budget. However, the actual expenditure exceeded the receipts realised during the year
by Kshs. 141,143,971. The underfunding and underperformance affected the planned activities
and may have impacted negatively on service delivery to the public.

Submissions by the Accounting Olficer
The Accounting Officer submitted that the reasons for underutilization of the budget was due to;

i.Activities including procurement were suspended since there was lockdown due to the
COVID-19 Pandemic.
ii. Exchequer under issue totaling Kshs. 9,384.496,293.70

The reason for under collection of revenue was as a result of low activities during the year as a
result of the COVID-l9 Pandemic. The closing balance of Kshs. 351,896,423.90 for the Fy
201912020 was carried forward to the FY 202012021 and not surrendered to the exchequer. This
was utilized to pay expenditure for the year which then explains why the expenditure exceeded the
exchequer receipts for the year.

Committee Observations and Findings
The Committee noted the explanation and documents provided by the Accounting Officer.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

6. Lack of Fixed Asset Register
Financial statements reflect a summzuy of fixed assets register with a historical cost of Kshs.
5,614,749,805 (2020: Kshs. 4,826,589,614) including assets valued at Kshs. 7gg,l60,l9l as
additions during the year under review. However, The National Treasury did not provide an assets'
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register to support the assets valued at Kshs. 5,614,749,805 as required by Regulation 143(1) of
the Public Finance Management (National Govemment) Regulations,20l5. In the circumstances,

Management was in breach of the law.

Submissions by the Accounting Officer
The Accounting Officer submitted that the National Treasury prepared an Asset inventory up to
2019 and was in the process of preparing a complete assets register. The State Department also

updated the Assets record in form 53 cards and stores ledger and constituted a technical taskforce

committee to operationalize a frxed assets module in IFMIS. The Accounting Officer assured the

Committee that the National Treasury will have a working fixed asset register by December 2023.

Committee Observations and Findings
i. The Committee observed that the Accounting Officer failed to meet the

requirements of Regulation 143(1) of the PFM (National Government) Regulations'
2015 by not providing an assets' register to support the assets valued at Kshs.
5,614,749,805; and

ii. The Committee noted that there was a gross violation by the Treasury in using
form 53 card up to FY 2019. This has been noted as a manual system and was not
used in the year under review.

Committee Recommendation
Within three (3) months after adoption of this report, the Accounting Olficer should ensure

that a complete fixed asset register is maintained pursuant to Regulation 143(l) of the PFM
(National Government) Regulations 2015. Further, the complete asset register should be

availed to the Committee for verification.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

7. There were no material issues relating to effectiveness of internal controls, risk
management and govemance

NATIONAL EXCHEQUER ACCOUNT
REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
8. There were no material issues noted during the audit of the financial statements of the

National Exchequer Account.

Emphasis of Matter
9. Late Exchequer releases

Attention is drawn to Note 13.6 where an amount of Kshs. 165,455,973,366 is indicated as

payments in the cash book not yet recorded in the bank statement (uncleared items). Examination
of records indicated that the total amount of Kshs. 165,455,973.366 related to Exchequer releases

to Ministries, Departments and Agencies,, Public Debt and Counfy Govemments disbursed

between I July and 8 July,202l. Although Management explained that the amount represented

receipts of proceeds from Sovereign Bond and Intemational Monetary Fund (IMF) and that

approval was given by the Office of the Controller of Budget, this was against the provisions of
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Regulation 97(4) of the Public Finance Management (National Govemment) Regulations, 2015
which states, inter alia, "that an actual cash transaction taking place after the 30 June, shall not be
treated as pertaining to the previous financial year." This is also in breach of Article 260 of the
Constitution which states that "financial year means the period of twelve months ending on the
thirtieth day ofJune or other day prescribed by national legislation."

Further, the practice of backdating transactions to 30 June, is against the concept of IpSAS cash
accounting. The practice has also resulted in discrepancies between Exchequer disbursements
reported by The National Treasury and Exchequer receipts reported by some counties in their
financial statements.

Submissions by the Accounting Officer
The Accounting Officer affirmed that a total of Kshs. 165,455,973,366.35 was transferred to
Ministries, Departments and Agencies (MDAs), County Govemments and consolidated fund
services (Public Debt Pensions) was cleared in the Central Bank Account after 30th June 2021,
Sovereign Bond Kshs. 107.6 billion and Intemational Monetary fund Kshs.43.6 billion.

As per the fiscal framework and budget estimates for FY 202012021, all the revenue and loans
received as at 30th June,202l were budgeted to fund expenditures relating to that financial year
and it was therefore imperative that these funds are released to th; MDAs and County
Govemments. Otherwise, the unfunded exchequer requests would have translated to pending billi.
The Principal Secretary reiterated that the National Treasury did not encroach on the revenue for
the subsequent year. The receipts and issues were properly recorded and accounted for in the
National Treasury's books of accounts. Further, the National Treasury sought the authority of
controller of Budget to release the funds and the same was granted in compliance with Article 206
(2) of the Constitution and Section l7(5) of the pFM Act 2012.

The Accounting Officer informed the Members that there was a roadmap to migrate from cash to
accrual basis of accounting from I't July,2023 but the process will take three (3) years for full
transition.

Committee Observations and Findings
(i) The Committee noted that National Treasury is mandated to ensure that
exchequer releases are done in a timely manner before the end ofthe financial year so
that implementation of programs are not interfered with; and
(iD The Committee obserryed that National Treasury compromised government
programs by delayed disbursement of public funds.

Committee Recommendations
i) The Committee recommends that the National Treasury should present
realistic budgets to Parliament that are in tandem with revenue collection;
ii) The Budget & Appropriations Committee of the National Assembly should re-
align projections provided by Treasury, and consider zero-based budgeting rather
than the current incremental programme-based budgeting.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

10. There were no materials issues relating to lawfulness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
11. There were no material issues relating to effectiveness of internal controls, risk
management and govemance

CONSOLIDATED FUND SERVICES _ PUBLIC DEBT
REPORT ON THE FINANCIAL STATEMENTS

7
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Unmodified Opinion
12. There were no material issues noted during the audit of the financial statements of
the Consolidated Fund Services - Public Debt.

Emphasis of Matter
13. Payment of Commitment Fees on Undrawn Amounts

The statement of receipts and payments reflects finance costs including loan interest amounting to
Kshs.408,338,777.,362, which as disclosed in Note 13.3 to the financial statements, includes
interest payment on foreign borrowing of Kshs. 106,265,999,668. The latter balance includes
commitment fees on undrawn amounts paid during the period under review amounting to Kshs.

2.,063,104,537. The commitment fees relates to loans signed between the Government of Kenya
and foreign lenders for the loans that had not been drawn. Review of the summary statement of
debt stock as at 30 June, 2021 revealed that twenty (20) loan agreements with a cumulated loan of
Kshs.379,943,389,070 were signed between I July,20l9 and 31 December,2020. However, no
drawdowns on these loans had been made by the various implementing agencies for the funded
projects and programmes as at 30 June, 2021 . Had the Implementing Agencies put proper
mechanisms in place to enable absorption of the committed credit within the agreed timeframe,
the payment of commitment fees would have been minimized. The National Treasury, being the
overall supervisor of Govemment Ministries, Departments and Implementing Agencies ought to
have ensured that programmes and projects were ready for execution before committing the
Govemment with the credits.

Submission by the Accounting Officer
The Accounting Officer submitted that the commitment fees are paid on the loan that become
effective. Further, not all loans that become effective have commitment fee charges. Notably, loans
become effective when the conditions precedent are met by both the borrower and the lender.

The National Treasury's role is to ensure counter funds are available to Ministries, Departments
and Agencies (MDAs) during the project implementation period. It also ensures that MDAs absorb
funds during the implementation period by providing the exchequer issues as requested and on
timely basis.



Committee Observations and Findings
(i) The Committee observed that Treasury did not conduct realistic projections
leading to avoidable fees on undrawn loans;
(ii) The Committee further noted that loans are being secured before project
implementation strategy is concluded and implementing agencies ready;
(iii) There was a general lapse with management of loan uptake and their
negotiations.

Committee Recommendations
The Committee recommends that;

(D The Accounting Officer reviews all unutilized loans and renegotiate
commitment fees to stop further possible loss of public funds and report to the
Committee within three (3) months after adoption of this report;
(ii) Treasury ensures loan agreements are only signed with an immediate
implementation strategy ready;
(iii) Further loan agreements should have clauses protecting public interest by
allowing for interest accruals effective drawdown.

14. Guaranteed Debts
The summary statement of public debt reflects total outstanding debt stock balance of Kshs.
7,545,923,130,128 as at 30 June,2021. Review ofthe debt stock records provided revealed that
the balance includes guaranteed loans amounting to Kshs. 157,219,741,914 as at 30 June,202l.
These are loans advanced to State Agencies for which The National Treasury is a guarantor.
Although the guaranteed loans are serviced by the recipient entities and would only be charged to
the Consolidated Fund in cases ofdefault, the guaranteed loans constitute contingent liabilities and
form part of public debt as guaranteed debts. However, the balance does not include loans and
overdrafts, if any, held by other National and County Govemments entities. Management has
however indicated that there were no borrowings by the County Govemments and The National
Treasury did not guarantee any loan by State Agencies during the year. Management has also
indicated that where a State Agency secures a loan, it is the responsibility of the 5 Board of
Directors to ensure that the amount is repaid and is not chargeable to the Consolidated Fund.

However, the National Govemment is obliged to bail out any amount that could be defaulted by
the County Govemments and State Agencies using public resources.

Submission by the Accounting Officer
The Accounting Officer submitted that Article 214(2) of the Constitution of Kenya defines public
debt as all financial obligations attendant to loans raised or guaranteed and securities issued or
guaranteed by the National Govemment. The bank overdraft is neither a security nor a loan but a
short-term financing option used for short term cash management by respective entity.

Committee Observations and Findings
(i) The Committee observed that the overdrafts are amounts due and default
would attach public property if Treasury does not make good. The overdrafts
constitute debt in any form;
(ii) It was not clear who kept a record ofall the overdrafts;
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Committee Recommendations
(i) The Accounting Officer should, within three (3) months of tabling and
adoption of this report, report to the National Assembly on Kenya's total debt
portfolio and total bank overdraft and guarantee amounts.
(ii) Treasury to operationalize requirements of the law requiring approval of all
borrowings, including overdrafts and submits regulations for the same to Parliament
within six (6) months of adoption of this report by the House.

15. Default on Debt Repayment
Review of records held by The National Treasury's Commonwealth Secretariat Debt Recording
and Management System revealed that the Government has defaulted on servicing an amount of
Kshs. 5,108,764,705 in respect of three (3) loans advanced by an international commercial bank

towards the construction of three (3) dams as detailed below:

PROJEC
T

DISBURSE
D AMT
(EUROS)

PRINCIPAL
DEFAULTE
D
(EUROS)

INTEREST
DEFAULTE
D (EUROS)

TOTAL
ARREAR
S

(EUROS)

EQUIVALEN
T KSHS.

Arror Dam 9t,852,267 6,159,578 6,159,578 790,661,549

ltare Dam 141,552,608 20,026,363 3,794,129 23,820,492 3.057.668,414

Kimwarer
Dam

7 t,878,7 5t 4,692,545 I,260,434,742

TOTAL 305,283,626 25,153,l22 14,646,252 39,799,374 5,108,764,705

The credit agreements for these loans were not provided for audit review to confirm the terms of
the loans and if the termination of the credit was conducted in accordance with the provisions in
the respective agreements. Management indicated that the lender has cancelled the remaining
balance and the credit agreements for the three (3) dams are in the custody of the Directorate of
Criminals Investigation (DCI) as the matter is in court. The default on debt repayment exposes the

Govemment to risks of legal suits that may lead to punitive penalties and subsequent loss of public

resources. My opinion is not modified in respect of the above matters.

Submission by the Accounting Olficer
The Accounting Officer submitted that following ongoing investigations by the Directorate of
Criminal Investigations (DCI), the transaction files containing credit agreements for the dam

projects were taken by the DCI and to date remain in their custody.

To confirm the termination of the credit, letters communicating the creditor Intesa San Paolo

cancelled the remaining amount have been provided. The remaining balances for the projects were

cancelled effective 3011012020 and no further disbursements have occurred ever since.

Currently, the matter is in court and legal proceedings are ongoing. The office of the Attomey
General is addressing the claims that have been presented by the creditor. The Accounting Officer
reiterated that there has been further development on the projects and that the projects will proceed

to implementation without any loss of public funds.
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(iii) Parliament's role in oversighting debt is hugely compromised by Treasury's
failure to disclose all indebtedness ofgovernment, both actual and contingent.

s,t26,759 9,8 19,304



Committee Observations and Findings
i. The Committee noted that the issue of Arror and Kimwarer Dams had been a
long winding issue involving an international lender. It was further noted that this
was an active matter in Court;

ii. The Committee noted that the Accounting Officer failed to provide sulficient
information to the Committee within the agreed upon time including an inventory list
of documents in possession with the DCI;

iii. The court process on criminal culpability does not stop the Auditor General
from conducting accountability audits;

iv. The Auditor General confirmed having done a special audit on the dams.

Committee Recommendations
(D The Committee reprimands the Accounting Officer for failure to submit audit
documents on time;
(ii) The Accounting Officer to provide a status report to the Committee within
three (3) months after adoption of this report on the contractors involved, the total
amounts disbursed to each project to date, the steps taken to resolve project issues
and the transaction files for the project.
(iii) The Auditor General to avail to the Committee its report on the special audit
on the dams, within one month of adoption of this report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
16. There were no materials issues relating to lawfulness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
17. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance

RECEIVER OF REVENUE - REVENUE STATEMENTS (RECURRENT)

REPORT ON THE REVENUE STATEMENTS

Basis for Qualified Opinion
18. Long Outstanding Arrears of Revenue

The statement of arrears of revenue as at 30 June, 2021 reflects total tax arrezrs amounting to Kshs.
1,601,133,022,443 as analyzed in the Kenya Revenue Authority debt portfolio. The balance
includes an amount of Kshs. I 77,788,000,000 categorized as long outstanding legacy debts. These
debts date back to 1992 and relate to penalties, interest, prior debt, estimated asslssment debt and
other debts that are subject to key factors including data corrections, objections and appeal
processes. Further, the statement ofarrears ofloan and interest as at 30 June,202l reflects non-
tax revenues alrears of Kshs. 74,015,186,078 comprising of loan redemption amounting to Kshs.
38,078,376,052 and loan interest amounting to Kshs.35,936,810,026. Included in the balance is

PAC Repoft on the Exominotion ol lhe Report ol lhe auditorGenercl on the Finonciot stotements ol No?ionol Governnenl lot the Fy ended 3a^ ,ur, ,or, 
,o



an amount of Kshs. 39,165,038,029 which has been outstanding for more than two years. Although
Management provided various reasons for the non-receipt of the revenues, it has not stated ho;it
intends to ensure that the revenues are collected and accounted for or why the balances continue
to be retained in the revenue statements some of which are unrecoverable.

Submission by the Accounting Officer
The Accounting Officer submitted that part of the stated arrears has been outstanding for more
than two years, and the National Treasury has continued demanding for what is due from the
respective entities, through the regular evaluation/ budget meetings Ld irruun.. of the annual
demand letters. The Kenya Revenue Authority (KRA) ii aoing the-following;

i. Implementing the under listed specific measures to address debts dated back to1992: Implementing aggressive debt
recovery initiatives as provided by law;

ii. Enhancing ledger reconciliation and correction;
iii. Reversal of erroneous debt in KRA system;
iv. Undertaking independent review ofobjections and updating ledgers with validated

debts; and
v' Undertaking tax returns amendment to reverse erroneous declarations for identified

taxpayers

Further KRA has taken the following general measures to improve revenue collection;
(i) Formation of a centralized team to validate debts on full time basis for Tax services
offices in Nairobi region, which constitute about 77yo of the debt portfolio;(ii) Tax waivers guidelines have been reviewed and streamlined to facilitate and fast
track processing of waivers;
(iii) Continuous strengthening of the Corporate Taxpayer Account Management
Division that is.charged with debt management at corporate livel by improving strictures
and staff capacity (numbers of training);
(iv) Automation and roll out of debt module in tax to transform the overall debt
management;
(v) Establishment of Corporate Data Office at corporate level to fast track debt
validation in the legacy system and migration of the same to irax system;(vi) Strengthening of the tax appeal process including objections, Alternative Dispute
resolutions (ADR) and Tax Appeal Tribunal (TAT) to 

"nhun.. 
timely resolution of many

cases tying up huge debts;
(vii) Implementation of Business Process Re-engineering (BpR) initiatives to provide
system based solutions to minimize erroneous debts in KRA system; and
(viii) Undertaking . system integration for key Government Institutions (e.g.
IFMIS/IPPD/CBK/iTax) to eliminate build-up of invalid pAyE debts for publi-c
institutions that pay taxes directly to CBK.

KRA has developed guidelines and is also reviewing specific categories of debts with a view of
recommending write off/abandonment of uncollectible debts.

The Accounting Officer committed that the revenue books will be streamlined in three months and
that the agency had communicated with the Chief Justice on speedy finalization of pending cases
that relate to the National Treasury.
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Committee Observations and Findings

i.TheCommitteenotedthattheoutstandingarrearsofrevenueofKshs.l.6
trillion was not fairlY stated;

ii. The commitiee also noted that there was no evidence to show what KRA was

doingtocollectth."...".,andfurther,therewasnopolicytodeterminewhichof
these revenu", 

"i.-on.ollectable 
and the timelines for clearing the revenue register;

and
iii. The Accounting Officer failed to provide an aging analysis of these

outstanding arrears of revenues'

Committee Recommendations
i.withinthree(3)monthsafteradoptionofthisreport'theAccountingOfficer
should provide a reconciliation of the actual a-orni of outstanding arrears of

revenue to the Committee; and

ii. rfr" ,q,cc"o,ri;i;; Offit"' should within three (3) months of adoption of this

report, report i"if'" Xitio'al Assembly' a compre-h-ensive.financial statement of tax

waivers, exemptions, interest 
"nd 

p.n"iti.. write off/abandonment for the period FY

20:r4l20l|todateinlinewithArticle2l0oftheCoK,2010andSectionsTT,80and82
ofthe PFM Act 2012'

Other Matter

19. Under-Collection of Property Income

Total properry in.o." r-Jir"a in tte p..ioi under review was Kshs. 50,499,781,627 against

estimated revenue of Kshs. 66,9gl,g7o,g24 resulting to under-collection of Kshs ' 16,482,089'291

or 25yo.The under-collection may have impacted nelgatively.on {u1$ine 
the budgets of the various

public entities and tnereiore affecting development and service delivery to the public.

Submission by the Accounting Officer 
-

The Accounting officer agreed with the above observations made by the Auditor General

especially on the impaci oi-urae. collection of property income for the period under review as

indicated below

PROPERTY INCOME
/o
RealizedActualOriginal

EstimatesDescription
lll2,095,2r5,2951,886,634,2201,659,783,124Interest
1007,500,000,0007,500,000,0000Dividends from Central

Bank of Ken a CBK
11637,607,1 15,53s32.567,655.s3428.567,65s,534andOther Profits

Dividends
112,777,r85,00024,400,000,00012.338,000,000

Re ulato
Surplus funds from

Authorities
83520,265,797884,332,266Rent of Land

000on TownStand Premier
Plots
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Revised
Estimates

627,581,r70



Royalty
Dioxide

on Carbon
0 00

0 0 0
Magadi Soda Royaltv 0 0
Base Titanium Royalty 0 0 0
Fishing Rights 0 0 0
Total Property Income 43,449,770,924 66,991,970,924 50,499,791,627 75
Balance brought forward 0
Transfers to the Exchequer
account

Balance carried forward

1410101: Loan Interest
Revised estimates of K1!s, I .89 billion against actual receipts of Kshs. 2.I billion shows an overcollection of Kshs. 0.28 billion mainly due to repayment of interest on loans where the revision
had been done based on moratorium request that had been received at The National Treasury andfinancial challenges that.were reported by the State corporations. TENcEN paid their interest
equivalent to the moratorium that they had been given inine zozotzl py.

14102022 Dividends from Central Bank of Kenya (CBK)
The budgeted dividend from cBK inFY 2020/202i revised estimates of Kshs. 7.50 billion againstactual receipts of Kshs. 7.5 billion shows there was no variance hence the revenue item was ontarget.

1410202: Other profits & Dividends
The budgeted dividend in the revised estimates o^f _[shs 32.6 billion against actual receipts ofKshs' 37'61 billion shows an over collection of Kshs. 5.01 billion. ih. in...ur" is mainlyattributable to Kenya ports Authority (KpA),.Ke1la pipeline corpunv (Kpc) and KenyaElectricity Generating company Ltd (KENGEN) where majority paiJ'a-special dividend to theNational Treasury. This was an accrued amount tiat was rup;;."d i"-u. p^lo in2019l20Fy afterthe review and rationalizatio_n of State corporations budget for20l9l2020Fy, where some Entitieswere found with resources that were not required for immediate use and the funds were identifiedto be remitted to the National Exchequer.

1410203: Surplus Funds
Revised estimates Kshs. 24.4 billion against actual receipts of Kshs. 2.g billion shows an undercollection of Kshs' 21.6 billion. The deciease is mainly due to some state iorporation (Regulatory)who were expected to remit the surplus to National T."urury urt tr,"y p"ia directly to KRA.

1410401: Land Rent
Revised estimate of Kshs. 627.6 million against the actual of Kshs. 520.3 million shows revenueunderperformance of Kshs. 107.3 million. This implies a shortfallof abort 17.1%o againstthetarget which is attributed todifficult operating environment ar.ir! tte i,nanciat yearespeciallyslowdown in economic activity due to COVIDIIg.
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Mining Royalties

0

50,499,791,627

0



Committee Observations and Findings

The committee noted tt "iirr.r" 
was-need for a centralised way of collecting revenue led by

KRA.

Committee Recommendation
TheNationalr.""ru.yrtorldstreamlineallrevenueswithKRAby30thlune2L}4'pursuant
to Regulation 2lg (z)'i;';i;FM (National Government) Regulations' 2015'

REPoRToNLAWFULNESSANDEFFECTIVENESSINUSEoFPUBLICRESOURCES
Conclusion 

There were no material issues rerating to lawfulness and effectiveness in use of

public resources'

REPORToNEFFECTIVENESSoFINTERNALCONTROLS,RISKMANAGEMENT
AND GOVERNANCE

conclusion 
There were no material issues relating to effectiveness of intemal controls' risk

management and govemance

REVENUE STATEMENTS (DEVELOIYSTI
ipponr oN THE REVEUE STATEMENTS

Unmodified OPinion
22.Therewerenomaterialissuesnotedduringtheauditofthedevelopmentrevenue
statements.

Other Matter- 23. Budgetary Control and Performance

The statement of comparative budget una u"t'uiilounts reflects final revenue budget and actual

on comparabl. ruri, oi?iir. r o+,620, r os,ss6 aJ Ksh s. 86,841 ,732.043 respectivelv resulting to

under performur.. or rirt r. 17 ,77g,436,g5.1 o, ily" oiti'e budget. Management has attributed the

under collection ,o tf.,-. COViD-i'g pandemic and the resuliant restrictions which hampered

implementationofvariousprojectsthathadu.enuuagetedfor.Managementalsoattributedthe
undercollectiononthedelayindocumentationbythecountygovemments.Theunderfundingof
the planned a.r.top-Jni u.tiri,i.r,,uy t ur" i.fJ.t.a negatively on service delivery to the public'

Submission by the Accounting Officer-

The Accounting orrr*"ri'i.ii"a ,t 
", 

the under performance was occasioned by various reasons

whichincludetrn. 
.o,,'-le pandemic and the 1ub;ecue,nt 

MiT:tv^:l.l:1Tn Tilll"i:::.:3'
hampered implementation of uu.ious- Lrag.i.a project activities' This hindered

disbursement; and

ii.oerayinsuumissionofretumsanddocumentationfromtheCountyGovernment
negatively "ff;;aarbr.sement. 

sr;;;"* ;irburr"-.n,t depended on availing of

,.ti.,*, und dot"tntation of previous disbursement'

Committee Observations and Findings
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On the issue of conditional grants/allocations, the Committee noted that counties must
meet set conditions and criteria.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

24' There were no material issues relating to lawfulness and effectiveness in use ofpublic resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
25' There were no material issues relating to effectiveness of internal controls, risk
management and governance

REVENUE STATEMENTS
ENTERPRISES

GOVERNMENT INVESTMENTS AND PUBLIC

REPORT ON THE REVENUE STATEMENTS

Basis for Adverse Opinion

26' Failure to Prepare Revenue Statements in Accordance with the public SectorAccounting Standards Board's Template.
Review of the Govemment Investments and Public Enterprises - Revenue statement for the year
ended 30 June,202l revealed-that Management did not i..p*. the statement of financial assetsand liabilities as prescribed by the Public Sector Accounting Standards eoard (pSASnj ascommunicated through The National Treasury Circular Ref. No.-RG.+ l161 2yol.3(72) of :o lune,2021:The National Treasury provided revised reporting templates for the annual and quarterly
statements as prescribed by PSASB to enable entities comply with statutory requirements for endof year and- in-year reporting in accordance with the pubiic Finance Manageme nt Act, 2012.Consequently, and in the absence of the statement of financial assets and liabilities, it was notpossible to ascertain the status ofthe outstanding loans as at 30 June,20i1 .

Submission by the Accounting Oflicer
Jl: IsASB's template for the Receiver of Revenue requires that a Statement of Assets &Liabilities be prepared and submitted together with other Statements. Government Investment andPublic Enterprise (GIPE) as a receiver of Investments Income, is required to prepare thisStatement' However, the department does not operate its own Bank Account but rather receives
and pays the received rwenues.into the Exchequer Account through National Treasury oeposiiAccount maintained by the Ministry.

In addition, the Department keeps a record/schedule of Govemment Investments in form of loansgiven to various entities and Govemment Investments in various companies, memorandum
statements which are normally attached to revenue statements prepared by the department. TheRevenues that the Department receives from the on lent/direct ioans and investments in variouscompanies include; Loan Redemption, Interest Income, Dividends and Directors Fees. These
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Revenues form GIPE Annual Revenue statement which is prepared and then consolidated in the

main National Treasury's Revenue Statement'

ThestatusoftheoutstandingloanbalancesisreportedinScheduleofoutstandingloanswhichis
part of the revenue *u,",,.'"n?, in accordance with the Cash Basis of Accounting Method under the

int"rnutionut Public Sector Accounting Standards (IPSAS)'

Committee Observations and Findings

The committ". ous..".i trrrt tt " 
A"ccounting officer did n-ot_ "t::" 

to the Public Sector

Accounting StanaarOs ii".a,. i..pt"te and-section 81(3) of the PFM Regulations'

Committee Recommendation

TheCommitteereprimandstheAccountingofficerforfailuretoperformdufybestowed
;;;J;fi." "nd'r"iluit 

to comply with Treasury's own circulars'

Unreconciled Outstanding Loans Balances

AspreviouslY rePorted, included in the Government Investm ents and Public Enterprises (GIPE)

revenue statement for the Year ended 30 June, 2021 is an analY sis ofthe outstanding loans as at 30

June. 2021, which reflects an outstanding loans balance of Kshs. 921,930,325,958' However'

entities with a total loan balances amounting to Kshs' 801,382 ,820.943 reflected in the statement

diff'ered with the loan balance of Kshs. 468,063,607,436 indePendently confirmed from the entities

resulting to unexPlained vart ances as summarized below

VARIANCE
(KSHS.)

BALANCE
AFTER
CIRCULARISATION

CONFIRMED

KSHS.

BALANCE AS PER

REVENUE
STATEMENTS (KSHS.)

INSTITUTION

73.781,6411.997,,08575.778,732Agricultural
& Central L

Settlement
and Board

(9s,000,000)2,941,884,0002,846,884,000
Ltd

Agro-Chemical & Food

Com an
2

(12s,028)r22,r25,028122,00,000
Trustees/Ken a Utalii

LevyCatering_)

13,659,482,75
912,612,106,53126,271,589,290ServicesCoast Water

Board
4

1,127,8 1 5,542
427.,859.958

1.55s.675,500IDB C ital Ltd5

834,256,r321,154,256,132

Industrial
Commercial
DeveloPment

&.

Co oratlon
s4,532,0312,029,024,9562,083,556,987Civil AviationKenya

Authori
l

32,948,3399l ,083,498,902r24,03r,838,792ElectricitY
Co. Ltd

Kenya
Generatin

640.241 ,100300,000.000940,241,100Kenya
Commission

9
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34,028,098,32
0

Kenya Mortgage
Refinance Company

34,028,098,320

33,028,833,99
2

48,028,1 97,61 0
Kenya Power

8 r ,05 7.03 1 ,602

275,999.310390Kenya Railways Cop
473,210,691,342

10,857,620,6s
6

Kenyatta University
10,857,620,656

12,s33,389,96
4

1,978.015.170Lake Victoria South
Water Services Board

2,631,308,4s32,757,69t,547
WaterNorthem

Services Board
5,389,000,000

(10,567,547,0
00)

l 1,026,057,100Nzoia Sugar Co. Ltd
458,5 10,1 00

(8,476,59s)207,504,015t99,027,420
South Nyanza Sugar
Company Ltd

5,736,675,258l.806.440.8857 ,543,1t6,143

1,397 ,341,243
ResourceWater

Management
(1,895,867,37
7)

15.545,02s,8271 3,649,1 58,450
Rural Electrification
Authority

468,063,607,436TOTAL 801,382,820,943

I

1

)
'1

t

I

tt

2
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Further, debtors with outstanding balances amounting to Kshs. I I 6,884, 1 3 7,600 did not confirm
their loan balances as at 30 June,2021 as detailed below;

NO Institution

Balance as per
Revenue
Statements
(Kshs.)

I 60,318,787,074
2 Co-operative Bank of Kenya Ltd 287,416,721

J East African Sugar Industries Ltd, Muhoroni 177,123,100

4 Equity Bank Ltd 614,213,405

5 Faulu Kenya Deposit taking Micro-Finance Ltd 58,892,1 66

6 Halal Meat products 27,701,420
Kenya Airports Authority 2,966,983,076

8 Kenya Urban Transport Various Towns 40,706,140
9 Kenya Women Finance Trust Deposit taking Micro-

Finance Ltd
60,333,s84

10 Kilifi Mariakani Water & Sewerage Co. Ltd |.059.644,328
ll Kwale Water & Sewarage Co 2,051.265,560

t2 Lake Victoria North Water Services Board 11,607,r43,705
Local Govemment Loans Authority 7,s94,273,720

14 Malindi Water, Sewerage & Sanitation Co I ,058,633,21 7
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Athi Water Services Board

7

l3

197,21r,380,9
52

14,511,405,134

Tana Water Services
Board

1.034,728,943362,612,300



l5 Miwani Outgrowers Mills Ltd 6,600,000
t6 Miwani Sugar Company (1989) Ltd 16,000.020
t7 Miwani Sugar Mills Ltd 78.088.180
t8 Mombasa Pipeline Board 22,964,980
l9 Mombasa Water & Sanitation Co. Ltd 1,798,4 r r.538

Mumias Outgrowers Company Ltd 16,5 1 7,400
2t Mumias Sugar Company Ltd 3,000,000,000
22 Nairobi City Council 102,333,760
23 National Irrigation Board 2,262.036.544
24 National Water Conservation & Pipeline Corporation 2,460,874.897
25 Rift Valley Water Services Board 4,895,3 1 5,071
26 Tanathi Water Services Board 9,713,56s,506
27 Iqrero Water & Sewerage Co. Ltd 1,506,555,390
28 Uchumi Su ermarkets Ltd 1.200,000.000

Water Sector Trust Fund I,881,757,098
TOTAL I16,884,137,600

Under the circumstances, the validity, accuracy and completeness of the reported outstanding loans
balance of Kshs. 921,930,325,958 as at 30 June,2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that to confirm the accuracy of the outstanding loan balances,
the National Treasury circularized and requested the Entities with outstanding Loan balances to
confirm directly to the Auditor General the Principal Loan amounts owed to the National
Govemment as at 30th June 2021.

Some of the loan balances confirmed did not agree with the balances in the National Treasury
records. To address this, the National Treasury has designed, developed and is in the process of
rolling out Government Investment Management Information System (GIMIS) module on
Govemment Investment and Loans Management.

It is envisaged that State Corporations will capture and submit data/information with respect to
loan amount, drawdowns and date of drawdown. This will enable The National Treasury to
calculate the correct interest payable and due for the National Treasury to reconcile the loan
records.

Meanwhile, reconciliation is ongoing between the National Treasury and the reported entities with
variances. Eight (8) entities out of the listed twenty (20) having a variance of Kshs. 29,085,204,395
have since been reconciled and the variances agreed. Reconciliation for the remaining Twelve ( l2)
Entities with a variance of Kshs. 42,052,419,655 is ongoing.

On Unconfirmed Loan Balances, the Accounting Officer submitted that circularization is an
annual exercise, where the National Treasury request the entities with loan balances to confirm
directly to the office of the Auditor General. Those who do not confirm on time, a follow-up is
made via reminder letters of the entities that the Audit reported as not having confirmed the
balances by then Eighteen (18) have so far confirmed their outstanding loan balances as at 30ft
June2022.

PAC Repoft on the Exominotion ol the Repoft ol the Auditor-Generct on ?he Finonciot Stotefientt of Notionot Govemment lot the Fy ended 30^ tune 2O2t
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Committee Observations and Findings
i. The Committee noted that the loan balances of twelve (12) entities had not

been reconciled; and
ii. The Committee noted that the GIMS was still under implementation.

Committee Recommendation
Within three (3) months of adoption of this report, the Accounting Oflicer should furnish
the Committee with reconciliations for the remaining twelve (12) entities.

Other Matter

28. Dormant Loans
As previously reported, included in the total loan portfolio of Kshs. 921,930,325,958 as at 30 June,
2021 were seventeen ( l7) loans amounting to Kshs. 218,811,487,71 I representing24%o of the total
loan portfolio that had no movement during the year and have remained unpaid over a significant
period. Further, the Management did not provide the aging analysis of the dormant loans tabulated
below:

NO. Institution
Amount outstanding
as at 30th June 2021
(Kshs.)

1 Kenya Railways Corporation 179,042,472,762
2 Kenyatta University 10,857,620,6s6
J 9,713,565,506
4 Tana Water Services Board 7,543,t16,143

Mumias Sugar Company Ltd 3,000,000,000
6 National Water Conservation & Pipeline

Corporation
2,460,874,897

7 National Irrigation Board 2,262,036,544
8 Water Resource Management t,397,341,243
9 Uchumi Supermarkets Ltd l,200,000,000
t0 Kenya Meat Commission 940,241,t00
11 East Africa Sugar Industries Ltd, Muhoroni t77,123,t00
12 Miwani Sugar Mills Ltd 78,088.1 80
13 Kenya Tourist Development Corporation 48,000.000

Kenya Urban Transport Various Towns 40.706,140
15 Halal Meat Products 27,701,420
16 Miwani Sugar Company (1989) Ltd r 6,000,020
t7 Miwani Outgrowers Mills Ltd 6.600.000

218,811,487,711

Submission by the Accounting Officer

PAC Repoft onthe Exominotion olthe Report olthe Auditorcenerclon the Finonciol Stotenenls ol Nolionol Govenment lot the FY ended jU^.lune 2021
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The Accounting Officer also submitted that there is now a system and all the organizations will
comply before the next financial year. Further, some variances were caused by foreign exchange
fluctuations.

Tanathi Water Services Board

5

14



The Accounting Officer submitted that there are dormant loans in the National Treasury records
which are mainly attributed to:

i. Reforms and changes in law governing the Water Sector. These loans are
concessional loans procured by the National Govemment and on-lent to Water Works
Development Agencies (formally Water Services Boards). Since water is a devolved
function, water service providers are currently responsible for the management and
operations of the water and sewerage infrastructure. Water Service Providers are under
the County Governments. The Water Service Providers are currently having a challenge
on servicing the on-lent loan obligations.

To address the same, a Govemment Inter-Ministerial Committee was formed to analyze
and propose sustainable modalities on restructuring debts for development of water
infrastructure among other terms of references. The report and recommendation of the
Taskforce is still being awaited and once the taskforce report is adopted and approved,
the recommendations will be implemented, and appropriate updates effected in their
records.
ii. Dormant loans relating to Government owned Sugar Companies. The
Govemment Sugar Millers have perpetually been unable to meet their financial
obligations including their operating costs and have from time to time requested the
National Treasury to write off their debts. Due to the poor management of the millers and
their inability to meet their financial obligations, the Govemment deemed it fit to privatize
them through Privatization Commission. Govemment efforts to finalize the
privatization/leasing of the Govemment owned sugar companies and the outstanding
loans will be addressed during the privatization/leasing process.
iii. Historical Loans. The National Govemment has over time advanced loans to
several public and other entities to finance various projects within the Country. The
mechanism applied for the Govemment lending was in the past through budgetary
provision under the respective Ministries without putting in place contracts or agreements
with specific terms on loan repayment thus making a follow up on loan repayments a
challenge. In FY 1994/95, the National Treasury took over the loans held by the
Ministries. Most of the loans taken over from the Ministries lacked proper records and
supporting documents which posed a big challenge on the loan repayment follow up,
thereby leading to non-repayment of the loans. The loans have remained outstanding in
the Government books for a long time, some dating as far back as in the 1960s. A
Taskforce to deal with Dormant Loans has been formed and the recommendation will
assist in addressing the issue.

The Loans amounting to Kshs. 218,811,487,711 referred to as dormant and the associated issues
are outlined and explained.

The Accounting Officer also submitted that the National Treasury continues to demand the loan
dues from the entities through the demand letters on annual basis.

Committee Observations and Findings
i. The Committee noted that the Accounting Officer failed to take action on the

recommendations in the previous PAC report; and
ii. The Committee noted that some of the debts ought to be written off through

the approved legal channels.
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Committee Recommendation
The Committee reprimands the Accounting Officer for failure to implement
recommendations in the previous PAC report, and directs that he submits a status report on

the same within one (1) month of adoption of this report by the House.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
29. Because of the significance of the matters discussed in the Basis for Adverse

Opinion section of my report, based on the audit procedures performed, I confirm that public
resources have not been applied lawfully and in an effective way.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
30. Because of the significance of the matters discussed in the Basis for Adverse

Opinion section of my report, based on the audit procedures performed, I confirm that intemal
controls, risk management and governance were not effective.

EAST AFRICA TOURIST VISA FEE COLLECTION ACCOUNT
REPORT ON THE REVENUE STATEMENTS

Unmodified Opinion
31. There were no material issues noted during the audit of the revenue statements of
the Easl Africa Tourist Visa Fee Collection Account.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

32. There were no material issues relating to laufulness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
33. There were no material issues relating to effectiveness of intemal controls, risk

management and governance.

STATEMENT OF OUTSTANDING OBLIGATIONS GUARANTEED BY THE
GOVERNMENT OF KENYA

REPORT ON THE FINANCIAL STATEMENTS

Basis for Disclaimer of Opinion
34. Unsupported and Undisclosed Balance

The statement of outstanding obligations guaranteed by the Govemment of Kenya reflects an

outstanding balance of Kshs. 152,317,825; (2020-Kshs. 152,317,825) being capital and interest

owed by the Cereals and Sugar Finance Company. However, the balance has not been supported

pAC Repott on the Exorninotion ol the Report ol the Auditorcene@l on the Finonciol Stotefients ol Notionol Govehment lot the FY ended 3Cn trn" ,Or, 
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by any verifiable records and documents. Further, the Consolidated National Government
Investment Report for the year 202012021, prepared by The National Treasury in accordance with
Section 89 of the Public Finance Managemenl Act, 2012, indicates that the total outstanding
Government guaranteed debt stood at Kshs. 157,220,000,000 as detailed below:

Agency Outstanding Balances as at
30th June 2021 (Kshs.)

Kenya Electricity Generating Co
PLC

26,577,000,000

Kenya Ports Authority 3 7,90 l ,000,000
Kenya Power & Lighting Co r l,779,000,000
Kenya Airways 80,963,000,000
Total 157,220,000,000

The total outstanding Government guaranteed debt of Kshs. 157,220,000,000 above does not
include the balance of Kshs. 152,317,825 reflected in the statement of outstanding obligations
guaranteed by the Govemment of Kenya prepared and submitted for audit by The National
Treasury, which is indicated as relating to capital and interest owed by the Cereals and Sugar
Finance Corporation. Although Management has indicated that the Corporation is dormant and
has embarked on the process of winding up of the Corporation, it is not clear how the guaranteed
debt will be cleared without supporting documentation on the same.

Under the circumstances, the completeness and accuracy of the outstanding balance of Kshs.
152,317,825 reflected in the statement of outstanding obligations guaranteed by the Govemment
ofKenya as at 30 June, 2021 could not be ascertained.

Submission by the Accounting Olficer
The Accounting Officer submitted that account balances of Kshs. 152,317,825 are historical
relating to a defunct Cereals and Sugar Finance Corporation. This is what prompted the National
Treasury to form a taskforce to address all issues arising from the defunct corporation. The winding
up process is ongoing.

The PFM Act Regulations 2015 Section 216 (6) states "Upon dissolution of a state corporation,
the funds corresponding to government equity in the corporation shall be deposited into the
Consolidated Fund."

The Accounting Officer also submitted that the total outstanding Government guaranteed debt
stood at Kshs. 157,220,000 as documented by the debt stock report of30th June 2021.

Committee Observations and Findings
The Committee noted that to bring this matter to a closure, the winding up should be
hastened and the amounts realised handed over to the National Treasury pursuant to the
relevant laws.

Committee Recommendation
Within three (3) months after adoption of this report, the Accounting Olficer should submit
a status report to the Committee on the winding up process.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
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Conclusion
35. Because of the significance of the matters described in the Basis for Disclaimer of
Opinion section of my report, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for my audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
36. Because of the significance of the matters described in the Basis for Disclaimer of
Opinion section of my report, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for my audit conclusion.

CONSOLIDATED FUND SERVICES - SUBSCRIPTIONS TO INTERNATIONAL
ORGANIZATIONS

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
37. There were no material issues noted during the audit of the financial statements of
the Consolidated Fund Services - Subscriptions to International Organizations.

Other Matter
38. Multiple Laws Guiding Operations of the Fund

Until 2017, the Government through The National Treasury has been paying subscriptions to
International Organizations through Vote R53 - Consolidated Fund Services - Subscriptions to

International Organizations under various pieces of legislation namely: International Finance

Corporation Act, Cap 466, International Development Association Act, Cap 465, Bretton Woods

Agreements Act, Cap 464, the African Development Bank Act, Cap 492 and the Multilateral
Investment Guarantee Agency Convention,l988 (Revised 2010). Other Ministries, Departments

and Agencies, MDAs have been remitting such subscriptions through their voted provisions within
their budgets.

However, the Public Finance Management (African Union and Other Intemational Organizations
Subscription Fund) Regulations,20lT established the African Union and Other Intemational
Organizations Subscription Fund through which Kenya's contributions to African Union and Other
International Organizations across all Govemment Agencies were to be paid. This in effect
rendered all other individual voted provisions to be consolidated and budgeted under one umbrella
body, the African Union and Other International Organizations Subscription Fund.

Management has not caused the revocation or repealing of the earlier laws to be in tandem with
the current legislation and avert the risk of making multiple payments to the intemational
organizations.

Submission by the Accounting Olficer
The Accounting Officer submitted that the Management has started a process of repealing the

earlier laws by writing to their legal counsel who advised the National treasury to seek legal

opinion of the Attomey General on the necessary amendments. This will be done once the process

will be completed.
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The Accounting Officer also submitted that the existing regulations will be repealed and have
written to the Attorney General affirming that there will not be double payment and that
regularization will be effected within the next three months.

Committee Observations and Findings
The Committee noted the submission and explanation provided by the Accounting Officer.

Committee Recommendation
The Accounting Officer should within three months (3) of adoption of this report, report on
status of harmonization of these multiple laws to the Committee.

39. Budgetary Control and Performance
Review of the statement of comparison of budget and actual amounts revealed that the Fund had
a budget of Kshs. 500,000 but did not incur any expenditure during the period under review
resulting in under absorption of funds by the same amount or l00o/o underutilization. The under-
utilization offunds was attributed to the fact that the Fund did not receive any invoices during the
period under review. There is need for Management to review its budget making process with a
view to formulating a realistic budget that would be actualized during implementation.

Submission by the Accounting Officer
Kshs. 500,000 is an amount under Recurrent 53, Consolidated Fund Services Budget. During the
year under review no expenditure was incurred since no invoices were channeled through the
Subscription Fund under Recurrent vote I 071 . There will be no future Budget allocation under this
line item and the Kshs. 500,,000 in the FY 2022123 will be removed through Supplementary
Budget.

Committee Observations and Findings
It is further noted that the amount budgeted of Kshs. 500,000 had since been reallocated in
the Supplementary Budget for FY 2022123 as submitted by the Accounting officer.

Committee Recommendation
The Accounting Officer should ensure that the line item is not appropriated in future
financial years.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

40. 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

Conclusion
41. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.

CONSOLIDATED FUND SERVICES
MISCELLANEOUS SERVICES

SALARIES, ALLOWANCES AND
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REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
42. There were no material issues noted during the audit of the financial statements of
the Consolidated Fund Services - Salaries, Allowances and Miscellaneous Services.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RJSK MANAGEMENT
AND GOVERNANCE

Conclusion
44. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

CONSOLIDATED FUND SERVICES - PENSION AND GRATUITIES

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion
45. Unsupported Accounts Payables

As disclosed in Note 15.6 to the financial statements, the statement of financial assets and liabilities
reflects an accounts payables balance of Kshs. 6,171,928,414 (2020: Kshs. 5,358,204,131) as at

30 June, 2021 . As previously reported, the balance has not been supported by detailed schedules

indicating names, dates and amounts owed to respective creditors and the corresponding source

documents. Management provided a soft copy of the ledger and indicated that the balance relates

to accumulated retumed pensions which has been growing since the introduction of the Pensions

Management Information System (PMIS). However, detailed schedules indicating names, dates

and amounts owed to respective creditors were not provided for audit review.

Consequently, the accuracy, completeness and validity ofthe reported accounts payables balance

of Kshs. 6,171,928,414 as at 30 June,2021, could not be ascertained.

Submission by the Accounting Officer
The figure of Kshs. 6,171,928,513 is the net-off retumed and re-payment of pension since the

inception of Pension Management Information System (PMIS) in the financial year 200812009 to
the current financial year under review 202012021. The schedules generated by the system gives a
detailed beneficiaries name, arnount and time when the deposits or payment were made by or to
beneficiaries. Therefore the figure of Kshs. 6,171,928,513 is accumulated net off returned pension

or re-credited cheques from FY 2008/09 to202012021 financial years.

Schedules indicating the names and amounts owed to each respective creditor and the

corresponding source documents was provided during audit. Further, a summary of net off balance

per Financial Year has been availed for audit review and verification. An Excel extract has been

provided to the Auditor in soft copy. Additionally, the Department has provided the auditors with
log in credentials to enable verification of retumed and repaid pension.
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Committee Recommendation
The Accounting Officer should within three (3) months of tabling and adoption of this report
avail a comprehensive schedule clearly supporting the payables balance in the financial
statement.

46. Long Outstanding Balance
The statement of financial assets and liabilities reflects a bank balance of Kshs. 1,205,074,907
which, as disclosed in Note 15.5 to the financial statements, relates to the funds held at the recurrent
bank account at the Central Bank of Kenya. However, an examination of the bank reconciliation
statement for the month of June,2021 revealed payments in cash book not in bank amounting to
Kshs. 33,634,076 with transactions dating as far back as August, 2019. Further, the reconciliation
statement reflects payments in bank not in cash book of Kshs . 16,733,547 with some transactions
having remained outstanding since 2008. In addition, the bank reconciliation statement reflects
receipts in bank not in cash book amounting to Kshs. 1,362,296 while receipts in cash book not in
bank amounted to Kshs. 28,544,800 with some transactions having remained outstanding since
2010. Management has cleared the above balances leaving a balance of Kshs. 1,410,365 still
outstanding.

Although, Management has indicated that it has sought guidance from Old Balances Committee
on how to deal with the items, no evidence of communication to the Committee was provided for
audit review and no lasting solution has been forthcoming.

Submission by the Accounting Officer
The Accounting Officer submitted that as at the time of audit Kshs. 33,634,076.85 was appearing as
payments in cash book but not in bank. These payments related to failed transaction in the intemet
banking system arising from changes of CBK bank accounts of the various MDAs as well as a result
of banks that adopted new generation account numbers that did not correlate with the Accounts
coded in the PMIS.

National Treasury have since made payments relating to Kshs. 29,294,039.65 which had failed in
the Intemet Banking system after adjusting to the correct CBK Accounts as received from the
relevant MDA's. In addition they have cleared Kshs. 2,929,670.80 being payments due to
pensioner's whose Bank Accounts had mutated to the new generation bank codes.

The balance of Kshs. I ,41 0,365.40 has since been received back in the cash book as they await for
individual payees to submit their correct bank accounts from their respective financial institutions.
The figure Kshs. 16,743,547 comprise of Kshs. 14,891,204.85 old balance that date back to the year
2008, for which the Old Balance Committee has been indulged to provide guidance while Kshs.
792,940.40 were dishonored cheques but later replaced on different dates indicated and they have
now cleared them from the reconciliation. The balance of Kshs. 845,129.50 are dishonored cheques
and have written to respective institutions for replacement.

PAC Repoft on the Exorninotion ol the Repott olthe Auditor-Genercl on the Finonciol Stotements ol Notionot Govenment fot the Fy ended lidnlune 2021
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Further, the receipt of Kshs. 1,362,295.60 in the bank was directly done by a third party and the

department had not received the details of the depositor, hence not receipted by the year ended

30th June, 2021. However, after getting the details of the depositor the amount has been receipted
and the same has been cleared from bank reconciliation statement as receipts in bank not in the
cashbook in the month ofDecember 2021 as per the receipts and cash book extract.

The department requested for previous year bank statements from Central Bank of Kenya and
identified Kshs. 12,999,234.20 which were reflected in statement on various date indicated, these

items have been cleared from the reconciliation leaving a balance of Kshs. 15,545,565.60 to be

cleared.

Committee Observations and Findings
i. The Committee noted that the Accounting Officer had submitted the latest

bank reconciliation statement to the Auditor-General for verification;
ii. The Committee further noted that the Auditor-General would confirm the

reconciliation in the subsequent financial year.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to perform duty bestowed
upon the office through failure to submit financial statements for audit on time.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

47. 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

Basis for Conclusion

48. Failure to Provide Internal Audit Reports
As previously reported, the Department has continued to operate without the services of an intemal
auditor thereby exposing public resources to risk of abuse and wasteful operations. However,
Management indicated that the Department has an Intemal Audit function even though there were
no reports from the team.

In the circumstances, the existence of an effective internal control system to safeguard public
resources could not be confirmed.

Submission by the Accounting Officer
The Intemal Audit unit have since provided their reports to the Auditors for review.

Committee Observations and Findings
The Committee noted the failure by the Accounting Officer to submit the internal audit
reports during the audit contrary to Section 62 of the Public Audit Act, 2015.

Committee Recommendation
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The Committee reprimands the Accounting Officer, and directs that he ensures that there are
appropriate measures in place for conducting internal audit according to the guidelines ofthe
Public Sector Accounting Standards Board pursuant to the provisions of Section 73(l)(a) of
the Public Finance Management Act,2012.

REVENUE STATEMENTS OF THE PENSIONS DEPARTMENT

REPORT ON THE REVENUE STATEMENTS

Unmodified Opinion
49. There were no material issues noted during the audit of the revenue statements

The statement ofcomparison ofbudget and actual amounts for the year ended 30 June, 2019
reflected total non-tax receipts budget of Kshs. 309,398,233 being contribution by government
employees to social welfare which differed from the 201512019 printed revenue estimates amount
of Kshs. 894,349,041, resulting to an unexplained and unreconciled variance of Kshs.
584,950,808.

Submission by the Accounting Officer
During the year under review the Department collected amount of Kshs. 309,398,233 being
contribution by Govemment Employees to Social Welfare. Funds collected include 3l%
contributions from employees, government liabilities (abatement) and unremitted Widows and
Children Pensions Scheme (WCPS).

50.2 Variance between the Revenue Statement and Trial Balance
The statement ofrevenues and transfers for the year ended 30 June, 2019 reflected total non-tax
receipts of Kshs. 262,230,402: (2018 - Kshs. 308,019,086). However, the trial balance and revenue
analysis provided for audit reflected a total non-tax receipts balance of Kshs. 270,789,739 resulting
to an unexplained variance of Kshs. 8,559,337.

Submission by the Accounting Officer
The trial balance generated by the PMIS ledger accumulates figures from previous period and the
figures for the current financial year are arrived at by deducting the opening balances from the
closing balances. The difference in trial balance has since been corrected, Joumal voucher no. 167
and analysis have been submitted for audit review.

Committee Observations and Findings
i. The Committee noted that this matter was discussed in the FY 20l8ll9 but still

remained outstanding; and
ii. The Committee noted the failure by the Accounting OIIicer to provide a

verifiable internal control system for the funds.

Committee Recommendation
PAC Repoft on ?he Exominotion ol lhe Report ol the Auditor-Genetul on the Finonciol Stotements ol Notionot Govemment for the Fy ended 3C^ tun" ,Ort 

,,

Other Matter
50. Unresolved Prior Years Matters

The fbllowing prior year matters remained unresolved as at 30 June, 2021.

50.1 Discrepancies between Budget Statement and Printed Estimates



i) The Committee admonishes the Accounting Officer for failure to resolve prior
year matters as required by Section 68 (2) (l) of the PFM Act,2012;
ii) The Auditor-General to undertake a review and report to the National
Assembly in the subsequent audit reporting cycle.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

51. There were no material issues relating to lawfulness and eft'ectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

52. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

DONOR FUNDED PROJECTS
FINANCIAL SECTOR SUPPORT PROJECT (IDA CREDIT NO.5627-KE)

Other Matter
54. Budgetary Control and Performance

The statement of comparison between the budget and actual amounts reflects approved revenue

budget of Kshs. 492,983,367 and actual amounts realized of Kshs.391,281,000 resulting to an

under-funding of Kshs. 103,702,367 or 30Yo of the budget. Similarly, the Project spent Kshs.

408,810,452 out of the approved budget of Kshs. 492,983,361 or l7o/o of the approved budget

resulting to an under expenditure of Kshs. 84,172,915. Management has attributed the low
performance mainly to the impact of COVID- I 9 which imposed travel restrictions leading delayed
procurement of goods and services. The low realization of receipts and the low absorption may

have adversely affected the achievement of the planned activities which may have impacted

negatively on service delivery ofthe project.

Submission by the Accounting Officer
The Project was negatively impacted by the effects of the COVID-19 pandemic that resulted in
slow pace of implementation of activities, and as a result, delayed completion of milestones for
payment.

Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Officer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
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REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
53. There were no material issues noted during the audit of the financial statements of
the Project.



Conclusion
55. 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

Conclusion
56. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
57. As required by International Development Association (lDA), t report based on my
audit, that I have obtained all the information and explanations which, to the best of my
knowledge and beliel were necessary for the purpose of the audit. Further, adequate
accounting records have been kept and the Project's financial statements are in agreement
with the accounting records and retums.

GLOBAL FUND PROGRAMMME - TO ACCELERATE THE REDUCTION OF TB,
LEPROSY AND LUNG DISEASE BURDEN THROUGH PROVISION OF PEOPLE
CENTERED, UNIVERSALLY ACCESSIBLE, ACCEPTABLE AND AFFORDABLE
QUALTTY SERVTCES IN KENYA (GRANT NO. KEN-T-TNT 1548)

REPORT ON THE FINANCIAL STATEMENTS
Basis for Qualified Opinion

58. Unsupported Expenditure - Counterpart Funding
The statement of receipts and payments reflects receipts from Govemment of Kenya (Counterpart
Funding) of Kshs. 387,459,444. However, the amount differs from the amount indicated in the
ledger of Kshs. 479,667,665 by an unexplained variance of Kshs. 92,208,221 . Further, the
statement of receipts and payments reflects comparative receipts from Government of Kenya
(Counterpart Funding) ofKshs. 250,000,000 for the financial year ended 30 June, 2020 bringing
the cumulative to-date from inception to Kshs. 637,459,444. Management has not supported the
expenditure to show how the balance has been build up since the Program inception. Although the
amount had previously been omitted in the audited financial statements for the year then ended,
the balances have not been marked as restated in the face of the financial statements.

Consequently, in absence ofany reconciliation and explanation, the accuracy and completeness of
the reported cumulative receipts from Govemment of Kenya and Other Grants and Transfer
payments (CPF) balance of Kshs. 637,459,444 for the year ended 30 June,202l could not be
confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the statement of receipts and payments reflects receipts
from Government of Kenya (Counterpart Funding) of Kshs. 387,459,444. However, the amount
initially differed from the amount indicated in the ledger by Kshs. 92,208,221.

This was an IFMIS system challenge whereby part of the expenditure relating to counter-part
funding was not captured in the ledger by the time of Audit. However, the total expenditure was
later on transferred to the General Ledger and the two records agree. The General Ledger and the
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Authority to process these payments using GOK counterpart funding were provided. The

Accounting Offrcer also submitted that there was authority from Global Fund to incur.

Committee Observations and Findings
The Committee noted the submission and explanation provided by the Accounting Officer.

Committee Recommendation
The Accounting Officer should always ensure that the records are reconciled and analyzed
with necessary supporting documents and submitted to the Auditor General in compliance
with provisions of Section 68 (2) of the PFM Act 2012 and that complete financial and
accounting records are presented to the Auditor General pursuant to the provisions of
Article 229 of the Constitution of Kenya 2010 and Section 68 (2) (k) of the PFM Act2012.

Other matter

59. Budgetary Control and Performance

The statement ofcomparative budget and actual amounts reflects final receipts budget and actual

on comparable basis of Kshs. 701,838,786 and Kshs. 505,966,555 respectively resulting to an

under-funding of Kshs. 91,957,722 or28o/o of the budget. Similarly, the Program expended Kshs.

511,798,842 against an approved budget of Kshs. 701,654,497 resulting to an under-expenditure

of Kshs. '185,954,969 or27%o of the budget. The underfunding and underperformance affected the
planned activities and may have impacted negatively on service delivery to the public.

Submission by the Accounting Oflicer
It is true the Statement of Comparative Budget and Actual amounts reflects final receipts budget

and actual on comparable basis of Kshs. 701,838,786 and Kshs. 505,966,555 respectively resulting

to an under-funding of Ksh s. 9l ,957 ,722 or 28oh of the budget. Similarly, the Program expended

Kshs. 511,798,842 against an approved budget of Kshs. 701,654,491 resulting to an under-

expenditure of Kshs. 785,954,969 or 27oh of the budget. All Program activities including
procurement of contracts, drugs and test kits were suspended since there was lockdown due to the

COVID-19 pandemic. By the time the outbreak was managed, there was little time left to procure

supplier contracts, drugs and test kits thus leading to under-funding and under-expenditure.

Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Officer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
60. There were no material issues relating to laufirlness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
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Conclusion
61. There were no material issues relating to intemal controls, risk management and
govemance.

INFRASTRUCTURE FINANCE AND PUBLIC PRIVATE PARTNERSHIP PROJECT.
IDA CREDIT NO.5I57-KE

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
62. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

63. 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

Basis for Conclusion

64. Lack of Internal Audit Services
Section 73(l) of the Public Finance Management Acq2012 requires all government entities to
make appropriate arrangements for intemal audit function. Further, paragraph 3.2.8 of IFPPP
Project Implementation Manual provides for Internal Audit and the Audit Committee of the
National Treasury to provide intemal audit services and oversee the adequacy of intemal control
mechanisms over the Project. During the year under review, there was no evidence of the Project
having been reviewed by The National Treasury's intemal audit function. In the circumstances, it
has not been possible to conflrm whether the Project has an effective and efficient internal control
mechanism to safeguard against loss of public resources.

Submission by the Accounting Officer
The National Treasury Intemal Auditors were not able to audit the project during the year due to
shortage of staff and heavy workload. However, the Internal Audit review commenced on 28th
June 2021 and was ongoing at the time of Audit. The minutes of the entry meeting and other
relevant correspondences were submitted after the audit. Further, an auditor has been deployed to
be auditing the IFPPP project.

Committee Observations and Findings
The Committee observed that the failure to ensure the project was audited by the internal
audit function was unacceptable as internal audit is domiciled at Treasury.

Committee Recommendation
The Committee reprimands the Accounting Officer, and further recommends that he
ensures the presence and facilitation of an independent Audit Committee as required by
Section 73 (5) of the Public Finance Management Act2012.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
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65. As required by Intemational Development Association (lDA), I report based on my
audit that I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit. Further, adequate

accounting records have been kept and the Project's financial statements are in agreement

with the accounting records and retums.

PUBLIC FINANCIAL MANAGEMENT REFORMS PROGRAM (CREDIT
DANIDA FY06, SIDA 51110081,IDA GESDEK-6133-KE & KDSP5765-KE)

REPORT ON THE FINANCIAL STATEMENTS

NOS.

Unmodified Opinion
66. There were no material issues noted during the audit of the financial statements of
the Project.

Emphasis of Matter
67. Proceeds from Domestic and Foreign Grants

I draw your attention to Note 2 to the financial statements which reflects an amount of Kshs.

55,057,288 in respect to proceeds from foreign and domestic grants. However, Note l1A in the

special deposit accounts movement schedule indicates total withdrawals from the special deposit
accounts of USD 856,600 equivalent to Kshs. 92,973,610 resulting to a variance of Kshs.

37,916,322 between the amount reported in the Project's financial statements and the amount
withdrawn from the special deposit account. Management has however attributed the discrepancy
to the amount which had been drawn from the special deposit account in the Central Bank of Kenya
but had not been issued to the Project through the Exchequer. My opinion is not modified in respect

to the above matter.

Submission by the Accounting Officer
The amount in question was withdrawn from the special account (Receipt from Central bank of
Kenya) but by the close of the financial year the Project had not received the full disbursement.

Committee Observations and Findings
The Committee observed the variance had not been explained in the special deposit account
reconciliation at the time of the audit but availed to the Committee.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to provide audit documents
on time.

Other Matter

68. Budgetary Control and Performance
The statement of comparative budget and actual amounts reflects a receipts budget and actual

receiptsoncomparablebasisofKshs. 1,016,219,415 andKshs.446,505,445 respectively,resulting
to receipts shortfall of Kshs. 600,048,445 or 59o/o while the expenditure budget and actual

payments on comparable basis of Kshs. 1,016,219,415 and Kshs. 881,239,653 respectively,

resulting to an under-absorption of Kshs. 134,979,762 or 13oh of the approved budget. The

underfunding and underperforrnance affected the planned activities and have impacted negatively
on service delivery to the public.
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Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Officer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
69. 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

Conclusion
70. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
71. As required by DANIDA FY06, SIDA 51110081, IDA GESDEK-6133-KE and
KDSP5765-KE Agreements, I report based on my audit, that I have obtained all the
information and explanations which, to the best of my knowledge and belief, were necessary
tbr the purpose of the audit. Further, adequate accounting records have been kept and the
financial statements are in agreement with the accounting records and returns.

STUDY AND CAPACITY BUILDING FUND PROJECT (GRANT NUMBERS CKE 6015
0lK, cKE 1043 OlF AND CKE 1047 0lK)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
72. There were no material issues noted during the audit of the financial statements of
the Project.

Other matter
73. Budgetary Control and Performance

The statement ofcomparative budget and actual amounts reflects final receipts budget and actual
on comparable basis of Kshs. 18,700,000 and Kshs. 9,075,750 respectively resulting to an under-
funding of Kshs. 9,624,250 or 5loh of the budget. Similarly, the Project expended Kshs. 9,075,750
against an approved budget of Kshs. 18,700,000 resulting to an under-expenditure of Kshs.
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Submission by the Accounting Officer
The auditor's observation on underfunding is correct. It is also true that it can affect the
performance of planned activities. Further, the under absorption of Kshs. 134,979,762 or 13 oh of
the Budget was occasioned by the COVID-19 pandemic.



Committee Observations and Findings
The Committee noted that this matter was discussed in the FY 2018/19 and FY 2019120.

Committee Recommendation
The Committee recommends that the matter is resolved.
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9,624,250 or 5l%o of the budget. Management has attributed the dismal performance to failure to
carry out planned trainings due to the effects of the COVID-19 outbreak and the fact that all
payments are done directly by the donor in the form of A.l.A after approval from The National
Treasury. The underfunding and underperformance affected the planned activities and impacted
negatively on service delivery to the public.

Submission by the Accounting Olficer
The Accounting Officer submitted that the underperformance was occasioned by various reasons

which include;
i. The COVID-I9 pandemic and the subsequent Ministry of health restrictions that
hampered implementation of various budgeted project activities. This hindered
disbursemenu and

ii. Delay in submission of retums and documentation from the County Government
negatively affected disbursement. Subsequent disbursements depended on availing of
returns and documentation of previous disbursement.

Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Oflicer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Basis for Conclusion

74. Irregular Termination of Technical Assistant Contract
As previously reported, contrary to the provisions of Section 1 53( I ) ofthe Public Procurement and

Asset Disposal Act, 2015, the contract for a technical assistant (consultant) was terminated without
the approval of the Accounting Officer. Further, no prior written notice was served to the

consultant contrary to clause l3 of the signed contract. The project may incur undetermined cost

in form of damages and interests thereof in case of any litigation on the above. In the

circumstances, Management was in breach of the law.

Submission by the Accounting Oflicer
The matter was discussed by PAC in Financial Year 201912020 and resolved. The post was re-

advertised according to Development Partner Procurement guidelines and the interviews were held

between 2gth April, and 4'h May 2020 as per the National Treasury Letter No.

MOF/ERD/201148178101'B'of 29th May 2020 and other supporting documents.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE



Conclusion
75. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

TECHNICAL SUPPORT PROGRAMME (FINANCING AGREEMENTS NO.
KE/T'ED/20091021421; NO. KE/FED1023-733 AND NO. KE/FED/037- 941)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
76. There were no material issues noted during the audit of the financial statements of
the Project.

Emphasis of Matter
77. Dormant Project Bank Accounts

The Project continues to maintain three local currency accounts, two held at Co-operative Bank of
Kenya with bank balances of Kshs. 1 ,136,902 and Kshs. 3 59, respectively and a third Account at
Equity Bank with a balance of Kshs. 22,823,151 as at 30 June, 2021. No deposits or withdrawals
have been made for the last five (5) financial years with respect to the two Co-operative bank
accounts while the Equity bank account did not have transactions during the year under review.

Further, the programme had no activities during the year, yet the project account had Kshs.
23,960,413 in the bank that remained unutilized. The continued maintenance of the dormant
accounts expose the Programme to risk of loss of funds. Management should embark on a
foreclosure report to terminate the Programme and avert gradual loss through bank charges and
interests on idle resources. My opinion is however not modified with respect to the above matter.

Submission by the Accounting Olficer
The Accounting Officer submitted that two of the projects bank account at Co-operative bank of
Kenya were dormant with balances of Kshs. 1,136,90.00 and Kshs.359.00. These cooperative
bank accounts No. 0114149783101 and No. 01141419783 100 have been closed vide letters dated
lgth August, 2022,27th June,2022 and lTth November,2021 respectively.

The Accounting Officer also submitted that the project came to an end on 6th September,202l and
its Equity bank account is yet to be closed. To conclude the process ofclosure ofthe Account, it's
noted that the project management is awaiting the finalization of project verification exercise by
the European Union (EU) for which thereafter the EU will issue a recovery order. This order will
facilitate the transfer of unspent funds to the EU.

The Accounting Officer further submitted that the National Treasury are still waiting for the EU
so as to give a compressive report and promised to report in three months. The Accounting Officer
reiterated that the 23 million will be given back to the donor.

Committee Observations and Findings
The Committee observed that Treasury was still waiting for feedback from the EU.

Committee Recommendation
Within three (3) months of adoption of this report, the Accounting Oflicer should liaise with
the EU to close the bank account and provide a status report to the Committee.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

78. 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

Conclusion
79. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

MICRO FINANCE SECTOR SUPPORT CREDIT PROJECT (CREDIT NO. CKE 3OO4

olE AND CKE 6010 OlE)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
80. There were no material issues noted during the audit of the financial statements of
the Project.

Emphasis of Matter
81. Amount Withdrawn but Unclaimed

Part B ofthe statement ofspecial (designated) account reconciliation for the project reflects Euro
1,152,653.'73 (Kshs. 147,804,787.79) at the then exchange rate of I Euro at Kshs. 128.23 as

withdrawn but unclaimed as at 30 June,2021. This represents cumulative funds transfers to the

local project bank account but whose expenditure returns have not been submitted to The National
Treasury by close ofthe financial year. Further, an additional Euro 30,000 (Kshs. 2,846,900) cash

advance to the project reflected in the list ofadvances which ought to have beenjustified by 3l
December, 2015 is yet to be justified as at 30 June, 2021 under the Grant Facility CKE 6010. My
opinion is not modified in respect of the effects of the above matter.

Submission by the Accounting Officer
The Govemment of Kenya (GOK) entered into a Credit Facility Agreement (CFA) with the

French Development Agency (AFD) on 25May 2005 for a facility of Euro 10,000,000 (Ten

million Euros) to support the Micro-Finance Sector Support Credit Project (MFSSC).

The objective ofthe project was to support the financial deepening in the banking sector in order
to ensure access to credit by the non-banked population of Kenya and to establish a Microfinance
Unit (MFU) within the Ministry of Finance to integrate Microfinance issues within the broader
Financial Sector. The project comprised of the following four components:

l. Re-financing of credit facilities granted by wholesaler banks to lend to second

tier micro-finance organizations (MFI's and Sacco's);
2. Capacity building of the wholesalers for the management of the MFSSC facility;
3. Capacity building ofthe second tier institutions on the basis ofcapacity building
programs developed by the wholesalers but managed by an independent program

management unit (FSD Kenya);
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4. Establishment and capacity building of the Microfinance Unit (MFU) within the
MoF. The Project was being implemented by the National Treasury (NT) through
partnerships with Wholesaler Banks including Cooperative Bank, Equity Bank and
KRep Bank (now Sidian Bank).

The first (l) component of the programme, the Government made available through
subsidiary agreements a loan facility of Euro 6.8 Million to the three wholesalers for on-
lending to 2nd Tier SACCOs and MFIs for a period of four years effective l4th February
2007. The 2nd Tier institutions (SACCOS and MFIs) were expected to extend credit to the
final beneficiaries who were the non-banking population, thus enhancing credit delivery and
access in Kenya.
The second (2) component of the program was a grant of Euros 600,000 to the wholesalers
intended to enhance their capacity to deliver the program goals effectively.
The Third (3) component of the program was an additional grant of Euro 2.3 million for
the capacity building of the second tier microfinance organizations managed by Financial
Sector deepening (FSD) Kenya and available on request after evaluation of the training
needs of the Sacco's and MFIs by the wholesalers.
The fourth (4) component was to establish a Microfinance Unit in the National Treasury
and build its capacity to ensure that specific sector issues are addressed within the overall
framework of financial sector strategy. This component had an allocation of Euro 100,000
for capacity building and Euro 200,000 for Audit and Impact Assessment.

Committee Observations and Findings
i. The Committee noted that the Accounting Officer failed to submit expenditure
returns and account for Euro 1,152,653.73 (Kshs. 147,804,787.79) and non-
justification of cash advance of Euro 30,000, was as a result of laxity;

ii. The Committee observed that it is key for the State Department to ensure
adherence to the grant terms and conditions, including deadlines for justifications
and reporting.

Committee Recommendation
Within three (3) months upon adoption of this report, the Accounting Officer should provide
a report and supporting schedules to the Committee on the unclaimed funds and unjustified
cash advances.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

82. Failure to Close Project
As per Clause l0 of the financing agreement, the Project was to end on 3l October,20l0 but the
closing date was later extended to 3l December,2014. However, the Project Management is yet
to formally prepare and submit the Project closure report. Consequently, the Project is in breach
of the agreement with Agence Francaise Development (AFD).

Submission by the Accounting Officer
The Accounting Officer submitted that further consultations have been done with AFD and that
the National Treasury will do a portfolio review.
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Committee Observations and Findings
The Committee observed that National Treasury was working on a portfolio review after
consultation with AFD.

Committee Recommendation
The Committee recommends that the Accounting Officer submits the project closure report
to the Committee within one (1) month of adoption of this report by the House.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
83. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
84. As required by Agence Francaise de Development (AFD), I report based on my
audit that I have obtained all the information and explanations which, to the best of my
knowledge and beliel were necessary for the purpose of the audit. Further, adequate

accounting records have been kept and the Project's financial statements are in agreement

with the accounting records and returns.

PROGRAMME FOR RURAL OUTREACH OF FINANCIAL INNOVATIONS AND
TECHNOLOGTES (PROFIT) (IFAD LOAN NO.8I4-KE AND GRANT NO.1218-KE)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
85. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
86. 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

Conclusion
87. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
88. As required by Intemational Fund for Agricultural Development (IFAD), I report

based on my audit, that I have obtained all the information and explanations which, to the best
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of my knowledge and belief, were necessary for the purpose of the audit. Further, adequate
accounting records have been kept and the Programme's financial statements are in agreement
with the accounting records and retums.

GLOBAL FUND PROGRAM - TO REDUCE MORBIDITY AND MORTALITY CAUSED
BY MALARIA IN THE VARIOUS EPIDEMIOLOGICAL ZONES BY TWO THIRDS OF
THE 2OI5 LEVEL BY 2O2O PROGRAM-GRANT AGREEMENT-KEN.M-TNT NO.1546

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

89. Unsupported Expenditure - Counterpart Funding
The statement of receipts and payments reflects receipts from Govemment of Kenya (Counterpart
Funding) of Kshs. 383,971,795. However, the amount differs from the amount indicated in the
ledger of Kshs.62,554,589 by an unexplained variance of Kshs. 321,417,206.

Further, the statement of receipts and payments reflects comparative receipts from the Covernment
ofKenya (Counterpart Funding) ofKshs. 250,000,000 for the financial year ended 30 June, 2020
bringing the cumulative to-date from inception to Kshs. 633,971,795. Management has not
supported the expenditure to show how the balance has been built up since the inception of the
Program. Although the amount had previously been omitted in the audited financial statements for
the year then ended, the balances have not been marked as restated in the face of the financial
statements. Consequently, in absence of any reconciliation and explanation, the accuracy and
completeness of the reported receipts from Govemment of Kenya of Kshs. 633,971,795 for the
year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the statement of receipts and payments reflects receipts
from Govemment of Kenya (Counterpart Funding) of Kshs. 383,971,795. However, the amount
initially differed from the amount indicated in the ledger by Kshs. 321,417,206.

This was an IFMIS challenge whereby part of the expenditure relating to counterpart funding was
not captured by the time of Audit. However, the total expenditure was later on transferred to the
General Ledger and the two records agree. The General Ledger and the Authority to process these
payments using GOK counterpart funding have now been availed.

Committee Observations and Findings
The Committee observed that the challenge with IFMIS was on a user-capacity and not
technical in nature. This was a sad state of affairs considering IFMIS was domiciled at
Treasury and had been in use for years now.

Committee Recommendation

The Accounting Officer should ensure that staff operating the IFMIS system are capacity-
built at all times to enable the effective use of the system.

Other Matter

90. Budgetary Control and Performance
The statement ofcomparative budget and actual amounts reflects final receipts budget and actual
on comparable basis of Kshs.2,834.891,108 and Kshs.2,034,686,081 respectively resulting to an
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Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Officer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

91. Non-Compliance with the Public Finance Management Regulations, 2015
The budget for total payments ofKshs. 2,839,391,108 exceeds the budgeted total receipts budget
of Kshs. 2,834,891,108 by Kshs. 4,500,000 implying that the Management has anticipated to spend

more than what the Program could actually realize. This is contrary to Regulation l2(c) of the

PFM (National Govemment) Regulations, 2015 which states that "Unless provided otherwise in
the Act, these Regulations or any other guidelines developed in furtherance of the Act or these

Regulations, the fbllowing guidelines shall be observed at all times during budget formulation and

approval budget shall be balanced". In the circumstances, Management was in breach of the law.

Submission by the Accounting Officer
The observation by the auditor on the difference between budgeted total payments of Kshs.

2,839,391,108 and total budgeted receipts of Kshs. 2,834,891,108 was on draft financial statements

that were submitted to them early September,2l2l in order for them to plan their audit as per their
request.

This error was corrected to reflect the correct total budget payments of Kshs. 2,839,391,108 and

total budget receipts of Kshs.2,839,391,108 and the final financial statements presented to the

Office of the Auditor General-Kenya and certificate issued.

Committee Observations and Findings
The Committee noted the submission and explanation provided by the Accounting Officer.
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under-funding of Kshs. 800,,205,027 or28%o of the budget. Similarly, the Program expended Kshs.

2,053,436,139 against an approved budget of Kshs. 2,839,391,108 resulting to an under-
expenditure of Kshs. 785,954,969 or28oh of the budget. The underfunding and underperformance
affected the planned activities and may have impacted negatively on service delivery to the public.

Submission by the Accounting Olficer
It is true the Statement of Comparative Budget and Actual amounts reflects final receipts budget
and actual on comparable basis of Kshs. 2,834,891,108 and Kshs. 2,034,686,081 respectively
resulting to an under-funding of Kshs.800,205,027 or 28o/o of the budget. Similarly, the Program
expended Kshs. 2,053,436,139 against an approved budget of Kshs. 2,839,391 ,l 08 resulting to an

under-expenditure of Kshs. 785,954,969 or 28%" of the budget. This was due to COVID-I9
pandemic effects. All Program activities including procurement of contracts, drugs and test kits
were suspended since there was lockdown due to the pandemic outbreak. There was no movement
of vessels as transport was also affected. By the time the curfew was being lifted, there was little
time left to procure supplier contracts, drugs and test kits thus leading to under-funding and under-
expenditure.



Committee Recommendation
The Accounting Officer should ensure submission of financial statements that are accurate
and comprehensible annual financial statements to the Auditor General.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
92. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

GLOBAL FUND PROGRAM-TO CONTRIBUTE TO ACHIEVING VISION 2O3O
THROUGH UNIVERSAL ACCESS TO COMPREHENSIVE HIV PREVENTION,
TREATMENT AND CARE PROJECT - KEN-H-TNT, GA NO. I547

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion
93. Unsupported Expenditure - Counterpart Funding

The statement of receipts and payments reflects receipts from Govemment of Kenya (Counterpart
Funding) of Kshs. 1,840,254,274. However, the amount differs from the amount indicated in the
ledger of Kshs. 1,757,959,461 by an unexplained variance of Kshs. 82,294,813.In addition, the
original Payment Voucher No. 486 for Kshs. 686,787,309 which was included in the schedule in
support of Kshs. 1 ,l57 ,959,461, was not provided for audit.

Further, the statement of receipts and payments reflects comparative receipts from Govemment of
Kenya (Counterpart Funding) of Kshs. 1,614,446,081 for the financial year ended 30 June,2020
bringing the cumulative to-date from inception to Kshs. 3,454,700,355. Management has not
supported the expenditure to show how the balance has been built up since the inception ofthe
Program. Although the amount had previously been omitted in the audited financial statements for
the year then ended 30 June, 2020 and earlier years, the balances have not been marked as restated
in the face of the financial statements.

Consequently, in absence ofany reconciliation and explanation, the accuracy and completeness of
the reported receipts from Government ofKenya and other grants and 29 transfers and payments
(CPF) balance of Kshs. 3,454,700,355 for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
It is true the statement of receipts and payments reflects receipts from Government of Kenya
(Counterpart Funding) of Kshs. 1,840,254,274. However, the amount initially differed from the
amount indicated in the ledger by Kshs. 82,294,813.00.

This was an IFMIS challenge whereby part of the expenditure relating to counterpart funding was
not captured by the time of Audit. However, the total expenditure was later on transferred to the
General Ledger and the two records agree. The General Ledger and the Authority to process these
payments using GOK counterpart funding were provided. The payment voucher No. 486 of Kshs.
686,787,309 has since been availed to the auditor for review.
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Committee Observations and Findings
i. The Committee noted the failure by the Accounting Officer to ensure that the
IFMIS system is configured accurately to capture all relevant expenditure related to
counterpart funding in a timely manner; and

ii. The Committee further noted that the Accounting Officer failed to properly
support the payment voucher No. 486 of Kshs. 686'787'309 and provide a

reconciliation statement of the balances during the audit process.

Committee Recommendation

The Committee reprimands the Accounting Officer for failure to avail reconciliation
documents on time.

94. Budgetary Control and Performance
The statement ofcomparative budget and actual amounts reflects final receipts budget and actual

on comparable basis of Kshs. 12,297,591,685 and Kshs. 10,882,430,493 respectively resulting to
an under-funding of Kshs. 1,415,161,192 or 12%o of the budget. Similarly, the Program expended

Kshs. 10,918,124,580 against an approved budget of Kshs. 12,297,591,685 resulting to an under-

expenditure of Kshs. | ,379 ,467 ,105 or I lyo of the budget. The underfunding and

underperformance affected the planned activities and may have impacted negatively on service

delivery to the public.

Submission by the Accounting Officer
It is true the Statement of Comparative Budget and Actual amounts reflects final receipts budget

and actual on comparable basis of Kshs. 12,297,591,685.00 and Kshs. 10,882,430,493 respectively

resulting to an under-funding of Kshs. 1,415,161,192.00 or l2Yo of the budget. Similarly, the

Program expended Kshs. 10,918,124,580.00 against an approved budget of Kshs. 12,297,591,685

resulting to an under-expenditure of Kshs. 1,379,467,105 or ll%o of the budget. This was due to

COVID-19 pandemic effects. All Program activities including procurement of contracts, drugs and

test kits were suspended since there was lockdown worldwide due to the pandemic outbreak.

There was no movement of vessels as transport was also affected. By the time the curfew was

being lifted, there was little time left to procure supplier contracts, drugs and test kits thus leading

to under-funding and under-expenditure.

Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Officer with regard to the Budgetary Control and Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
95. There were no material issues relating to lawfulness and effectiveness in use of
public resources.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
96. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.

ADDITIONAL FINANCING FOR THE INFRASTRUCTURE FINANCE AND PUBLIC
PRMTE PARTNERSHIP PROJECT (IDA CREDIT NO.612l-KE)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
97. There were no material issues noted during the audit of the flnancial statements of
the Project.

Other Matter

98. Budgetary Control and Performance
The statement of comparative budget and actual amounts reflects approved revenue budget of
Kshs. 3 I 7,000,000 and actual amounts realized of Kshs. 256, 1 08,600 resulting to an under-funding
of Kshs.60,891,400 or l9o/o of the budget. Similarly, the Project spent Kshs. 150,512,680 out of
the approved budget of Kshs. 317,000,000 resulting to an under expenditure of Kshs. 166,487,320
or 47Yo ofthe approved budget. Management has 30 attributed the under expenditure to delayed
signing of consultants' contracts, suspension/delayed training and workshops and delayed
procurement of the program car but has not given specific reasons for specific variances in the
items.

In the circumstances, low absorption of project funds implies that the project may not be able to
meet its strategic objectives.

Submission by the Accounting Olficer
It is accurate that the Project spent Kshs. 150,512,680 out of an approved budget of Kshs.
317,000,000, representing a 47oh utilization. The under-expenditure was occasioned by the
following exogenous factors:

(i) Compensation of employees - planned recruitment of staff was halted
pending the restructuring of the PPP Unit to the PPP Directorate.
(ii) Purchase ofgoods and services - the procurement oftechnical advisors was
put on hold pending rationalization of services required. In-person training and
worKshs.ops were suspended due to the COVID pandemic and travel restrictions.
The former constitutes a significant allocation of the budget.
(iii) Acquisition of non-financial assets - The planned procurement of a Project
motor vehicle budgeted at Kshs. l0 million, was pu1 on hold due to COVID -19
pandemic.

Committee Observations and Findings
The Committee observed that the explanation and documents provided by the Accounting
Olficer with regard to the Budgetary Control and Performance was satisfactory.
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Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Basis for Conclusion

99. Irregular Recruitment of an Advisor
The statement of receipts and payments for the period under review reflects compensation of
employee's expenditure of Kshs. 84,065,438. Review of records related to the expenditure
revealed that through the project, the National Treasury procured the services ofan advisor to the

Cabinet Secretary - The National Treasury and Planning vide a contract dated 30 July, 2020 for a
period of two (2) years effective 1 August, 2020 to 3 I July, 2022 at a salary of Kshs. 1,8 I 3,029
per month. It was however noted that the position is not provided for in the approved project

organization structure as outlined in the IFPPP Project Implementation Manual.

Although Management has indicated that the advisor was recruited using direct selection method

and based on "No objection" communication from the World Bank, the recruitment was contrary
to Section 5(2) of the Employment Act, 2007 which state that an employer shall promote equal

opportunity in employment and strive to eliminate discrimination in any employment policy or
practice. Further, the advisor's salary was negotiated with a negotiation committee appointed by
the Cabinet Secretary and was not subjected to the advisory by the Salaries and Remuneration

Commission for salary grading of the officer nor was it pegged on the Public Service or other

existing criteria.

In addition, examination of the terms of reference of the employment contract of the advisor

revealed that the scope of service goes beyond the mandate of the project and workplans and

progress reports detailing the deliverables ofthe advisor were not provided for audit verification.
It was therefore not possible to confirm value for money on the expenditure amounting to Kshs.

19,943,319 paid to the advisor during the year ended 30 June, 2021.

In the circumstance, the Management was in breach of the law and may jeopardize the continued

funding by the development partner.

Submission by the Accounting Oflicer
The Accounting Offrcer submitted that the advisor to the Cabinet Secretary (CS) was contracted

by the Project on 30th July 2020 for a period of two years effective lstAugust 2020,to 3l't July

2022 to inter alia advise the CS, National Treasury on the PPP agenda and with an expanded scope

to improve on project implementation across Government, with a focus on the Development

Partner Portfolio.

The CS, National Treasury, as the Authorized Officer, approved the position. The World Bank

gave a'No Objection ' to recruit the advisor through direct procurement on 30 April 2020, in line
with the World Bank legal framework that permits direct procurement for urgent situations and

when an individual consultant has the relevant experience and qualifications of exceptional worth

to the assignment.

The World Bank issued a 'No Objection' to the terms of Reference for the advisor on 5th June,

2020.The Negotiation Committee for the recruitment of the advisor, comprising of six members,

was appointed by the CS on 20'h May 2020.
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The salary of the advisor was negotiated with the negotiation committee and was based on his
previous engagement with the United Nations Development Programme as an advisor to the
National Treasury, the very wide scope ofwork for the advisor included providing advisory across
more than 30 IDA projects, funds flow to County Govemments associated with programs for
devolution and support for revamping the moribund PPP framework in Kenya.

The World Bank issued 'No objection' to award contract for the advisor to CS, on 29th June 2020,
on the negotiated terms. The CS approved the negotiated terms on 30th July 2020.

The CS, National Treasury, and the World Bank, as signatories to the financing agreement of the
Project, engaged and agreed on the recruitment of the advisor, Management undertook the exercise
after obtaining the requisite authorization from the two authorities. The recruitment was therefore
within the legal framework and not in breach of The Financing Agreement.

Committee Observations and Findings
i. The Committee observed that this was a consultancy and not employment

hence the Salaries and Remuneration Commission guidelines need not apply;
ii. The salary was negotiated; and
iii. The world Bank, being the paying agent, gave a no objection letter.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion

100. Lack oflnternal Audit Services
During the year under review, the project was not subjected to review by The National Treasury
Internal Audit Unit. The Intemal Audit Unit only commenced review on 28 June,202l, two days
to the closure of the financial year. This is contrary to Section 73(l) of the Public Finance
Management Act,2012 which requires all govemment entities to make appropriate arrangements
for internal audit function Further, paragraph 3.2.8 of IFPPP Project Implementation Manual
provides fbr Intemal Audit and the Audit Committee of the National Treasury to provide internal
audit services and oversee the adequacy of intemal control mechanisms over the Project.

Under the circumstances, the effectiveness of the Project's internal control system and risk
management processes were not tested during the year under review.

Submission by the Accounting Olficer
The National Treasury Intemal Auditors were not able to audit the project during the year due to
shortage of staff and heavy workload. However, the Intemal Audit review commenced on 28th
June 2021 and was ongoing at the time of Audit. The minutes of the entry meeting and other
relevant correspondences were provided. An auditor has been deployed to be auditing the IFppp
project.

Committee Observations and Findings
The Committee noted that the Accounting Officer failed to ensure the project was audited
by the internal audit function, despite the function being domiciled at Treasury.
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Committee Recommendation
The Accounting Officer must at all times ensure that they have appropriate arrangements in
place for conducting internal audit according to the guidelines of the Accounting Standards
Board pursuant to the provisions of Section 73(lXa) of the Public Finance Management Act,
2012.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
l0l. As required by Intemational Development Association (lDA), I report based on my
audit, that I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit. Further, adequate

accounting records have been kept and the Project's flnancial statements are in agreement

with the Financing Agreement.

FINANCING LOCALLY-LED CLIMATE ACTION PROGRAM PREPARATION
ADVANCE NO.IDA V3I9-KE (P173065)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
102. There were no material issues noted during the audit of the financial statements of
the Project.

Emphasis of Matter
103. Amount Withdrawn but Not Claimed

Part B of the special (designated) account reconciliation statement for the Program reflects

amounts withdrawn but unclaimed of USD 369,926 (Kshs. 39,896,500, based on an exchange rate

of Kshs. 107.85), as at 30 June,202l. This represents cumulative funds transferred to the Program

bank account but whose expenditure retums had not been submitted to The National Treasury by
the close ofthe financial year.

Submission by the Accounting Officer
The Accounting Offrcer submitted that the outstanding Special Account Amount of USD 369,926
(Kshs.39,896,500) as at 30th June,2021 was made up of amount drawn, paid and was under
documentation to the World Bank amounting to USD 75,637 (Kshs. 8,157,483). The Amount with
the Local Program Account as per bank balance as at June 30,2021 was USD 294,289 (Kshs.

31,739,036).

Committee Observations and Findings
The Auditor General confirmed that the amounts had now all been claimed.

Committee Recommendation
The Committee recommends that the Accounting Officer ensures that all amounts
withdrawn are promptly claimed.

Other Matter
104. Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects actual receipts of Kshs.

159,486,605 against budgeted receipts of Kshs. 171,237,191, resulting in a shortfall of Kshs.
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11,750,586 or lTyo oftotal budget. The shortfall arose under the IDA Loan where actual receipts
amounted to Kshs. I 1 9,486,605 against the budgeted receipts of Kshs. 131,237 ,191 , resulting in a
shortfall ofKshs. 11,750,586 or l7o/o ofthe total budgeted receipts.

Further, the statement of comparative budget and actual amounts reflects budgeted payments of
Kshs. 1 7 1 ,23 7, I 9l and actual payments of Kshs. 93,687 ,314, resulting to under-expenditure of
Kshs. 77,549,877 or 45oh of total budget. Included in the under expenditure of Kshs. 77,549,877
is a closing bank balance of Kshs. 58,5 11,086 reflected under Note 7 to the financial statements.
Although these funds were withdrawn during the year under review, they were not utilized.
Management has attribuled the under expenditure to slow procurement processes at The National
Treasury and Planning.

In view of the above, the Program may not have implemented all its planned and approved
programmes, resulting to delayed provision of services to the people of Kenya.

Submission by the Accounting Oflicer
The under expenditure reported during the year ended June 30, 2021 of Kshs .77,549,877 or 45oh
of total budget was as a result of slow procurement processes at the Ministry that delayed
conclusion of a number of procurement activities including supply and delivery of motor vehicles,
ICT equipment and hiring of program experts.

This was as a result of the non-responsiveness of the procurement processes arising from advisory
of Ministry of Health restricting public gatherings which affected various tendering, resulting in
delays in conclusion of procurement activities including supply and delivery of motor vehicles.

Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
Officer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

105. There were no material issues relating to lawfirlness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
106. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
107. As required by the Intemational Development Association (IDA) and Credit
Facility Agreement No. IDA V3 l9-KE dated 20 March, 2020,lreport based on my audit, that
I have obtained all the information and explanations which, to the best of my knowledge and

PAC Repott on the Exominotioh ol lhe Report oJthe Auditor-Generol on lhe Finonciot Stolements of Notionol Governfient lot the Fy ehded 3Cn run" ,Or, 
O,



belief, were necessary for the purpose ofthe audit. Further, adequate accounting records have

been kept and the Project's financial statements are in agreement with the accounting records

and returns.

PUBLIC DEBT MANAGEMENT SUPPORT PROJECT - ADB GRANT AGREEMENT
NO. 5500155013708

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
108. There were material issues noted during the audit of the financial statements of the

Project.

Other Matter
109. Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects total receipts of Kshs. 28,170,286

against estimated receipts of Kshs. 41,000,000 resulting into shortfall of receipts of Kshs.

12,829,714 or 3lYo. Similarly, the statement reflects actual expenditure totaling Kshs. 28,170,286

against estimated expenditure of Kshs. 41,000,000 resulting into an under-expenditure of Kshs.

12,829,714 or 3lYo which occurred under purchase ofgoods and services. The under expenditure

was attributed to planned activities not being undertaken due to COVID- I 9 pandemic.

Submission by the Accounting Officer
During the FY 202012021 the project had a work plan of procuring ICT items. The procurement

process did not take place as a result of omission in the main National Treasury's work plan hence

low absorption ofthe Budget.

Committee Observations and Findings
The Committee observed that budgets follow work plans hence the Accounting Officer was

negligent in not having prepared the work plans.

Committee Recommendation
The Committee reprimands the Accounting Officer.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

110. 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
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Conclusion
f ll. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.



REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
ll2. As required by African Development Bank (ADB) and African Development Fund,
I report based on my audit that I have obtained all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the audit. Further,
adequate accounting records have been kept and the Project's financial statements are in
agreement with the accounting records and retums.

OTHER DONOR FUNDED PROJECTS IMPLEMENTED BY AGENCIES UNDER THE
NATIONAL TREASURY

EASTERN AFRICA REGIONAL
FACILITATION PROJECT (IDA
AUTHORITY

TRADE AND DEVELOPMENT
s638-KE) - KENYA REVENUE

TRANSPORT,
CREDIT NO.

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

l13. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

I14. 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
Conclusion

ll5. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
116. As required by the financing agreement IDA Credit No.5638-KE, I report based
on my audit, that I have obtained all the information and explanations which, to the best of
my knowledge and beliel were necessary for the purpose of the audit. Further, adequate
accounting records have been kept and the Project's financial statements are in agreement
with the accounting records and returns.

HORN OF AFRICA GATEWAY DEVELOPMENT PROJECT (IDA CREDIT NO.6768) -
KENYA REVENUE AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

ll7. There were no material issues noted during the audit of the financial statements of
the Project.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

118. There were no material issues relating to lawfulness and efl-ectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
119. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

I

{
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Mr. James Muhati, the Principal Secretary and Accounting Officer for the State Department of
Economic Planning appeared before the Committee on 7th February 2023 and 22nd March 2023
accompanied by the following officers:

I
2

3

4

5

6

7

8

Mr. Mcdonald G. Obudho
Ms. Ann Mburu
Mr. Joel Makori
Mr. John Munywoki
Mr. Douglas Mutua
Ms. Olivia Kimata
Mr. Elias N. Njoroge
Mr. James T. Gatungu

Director-General, KNBS
Director, Corporate Services
Director, Administration
Senior Chief Finance Officer
Head of Programme
Principal Accountant
Senior Accountant
Project Manager, KNBS

and submitted as fbllows;

Basis for Qualified Opinion

120. Unsupported Pending Bills
Annex I to the financial statements reflects a pending bills balance of Kshs. 28,062,845 which
includes an amount of Kshs. 5,397,937 relating to historical balance brought forward from the
201712018 financial year. This historical balance further includes two balances of Kshs. 2,007,000
and Kshs. 363,000 relating to two hotels in Nakuru and Mombasa and dated 28 June. 2014 and 13
July,2018, respectively all totalling to Kshs. 2,370,000. These bills were reflected as additional
pending bills in the year under review. However, the additional pending bills were not reflected in
the prior years audited financial statements and were not supported with the relevant supporting
documentation including, requisitions, local service/purchase orders, invoices and delivery notes.

In the absence ofthe relevant supporting documents, it was not possible to confirm the authenticity
of pending bills amounting to Kshs. 2,370,000.In addition, failure to settle bills during the year in
which they relate to adversely affects the provisions of the subsequent year to which they are
charged.

Submission by the Accounting Officer
The Accounting Officer submitted that the pending bills balance included two historical bills of
Kshs. 2.007,000 and Kshs. 343,000 relating to two hotels in Nakuru and Mombasa and dated 28th
June 2014 and 13th July 2018 respectively. However, the correct figure for Mombasa Beach Hotel
pending bill was Kshs. 343,000 and not Kshs. 363,000 indicated in the audit report. The two
pending bills had not been verified and thus could not be captured as pending bills in the prior
periods.

In respect to the pending bill of Kshs. 2,007,000, the bill was incurred when the State Department
was under the Ministry of Devolution and Planning. There were correspondences between the
State Department and the service provider over the years in regard to verification of the claim. A
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demand note dated 07th December 2015 from the service provider was declined by the Accounting
Officer due to lack of supporting documents vide letter Ref. No. MDP1I7l05 Vol. IV (3) dated

I 5th June 2016. However, the service provider vide letter Ref. MDP/I 7/05 Vol. IV (3) of 25th June

201 6, provided the documents which included the Local Service Order issued by the Ministry and

the signed attendance register.

A taskforce appointed on l3s September 2021 by the Accounting Officer reviewed all historical
pending bills and cleared the bill for processing upon confirmation ofdelivery ofthe services and

confirmation by the user Directorate.

In respect to the pending bill of Kshs. 343,000, the hotel demanded payment for the services

renderedandforwardedacopyoftheinvoicedated l3thJuly20l8,copiesoftheattendanceregister
for the participants and a copy of the local service order issued at the time of rendering the service.

The order no.486160 issued before the workshop was for Kshs. 812,500 as per the proforma
invoice no. 16107ll8/MBH/01. However, the actual cost incurred during the workshop was Kshs.

343,000 as per the invoice.

The service provider, appearing belbre a taskforce indicated that they had erroneously submitted

the claim to the National Treasury instead of State Department for Planning thus occasioning the

delay. The committee upon consideration of the provided documents cleared the bill for processing

upon confirmation of delivery of the services by the user Directorate. The supporting documents

in respect of the bill which included a copy of LSO, invoice and signed attendance registers were
provided.

Committee Observations and Findings
(i) The Committee noted that this audit query was recurring in the Auditor's
General National Government Audit Report for FY 2021122.. and only Kshs.2.7 million
was outstanding;
(iD The hotels had since been paid.

Committee Recommendation
Within thirty (30) days upon asdoption of this report, the Accounting Officer should initiate
process for write-off of those that are unverifiable.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC ESOURCES

Conclusion
l2l. There were no material issues relating to lawfulness and eftbctiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion
122. Management of Grounded Motor Vehicles

A review of the State Department's motor vehicle register revealed that the State Department had

sixty (60) motor vehicles out of which twenty-three (23) or 38o% were grounded. In addition, the
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details of the specific defects and duration of the defects, log books and the work tickets for these
grounded vehicles, were not provided fbr audit verification. Further, it was noted that the motor
vehicle register provided was missing some crucial information about the grounded vehicles. This
is contrary to Section K.l I of the Code of Regulations, (Revised 2006), which provides that the
use of the work ticket(s) for a Govemment vehicle is compulsory and that the instructions set out
in the front cover of the book of work tickets must be made known to all drivers and other officers
responsible for the management of Govemment transport.

In addition, a summary (as provided for at part G of the cover) of fuel, oil and 36 distance travelled,
should be entered, with the related work ticket number, in the vehicle log-book on completion of
each such ticket or at the end of each month, should a ticket remain incomplete at the end of that
month. Further, Section K.l2 provides that a register of all Government vehicles, trailers and motor
cycles should be maintained by the Permanent Secretary/Head of Department of each Ministry.
The Register should include the following particulars: (i) Description of vehicle, trailer and motor-
cycle (ii) Chassis number (iii) Engine number (iv) GK Registration number (v) The date the vehicle
was put into service (vi) Department to which allotted; and (vii) The date of disposal ofthe vehicle.

In the absence ofproper records with details ofthe grounded vehicles, it was not possible confirm
effective management of the grounded vehicles, which may continue to deteriorate resulting in
loss of any salvage value which would have been realized through disposal of the motor vehicles.

Submission by the Accounting Olficer
The Accounting Officer submitted that at the time of the audit, the State Department's motor
vehicle register revealed that 23 out of the 60 motor vehicles were grounded. The details of the
specific defects and duration ofthe defects had not been provided since the motor vehicles had not
been inspected as at the time of the audit.

However, 17 Motor vehicles whose registration documents were available at the State Department
were inspected by the Chief Mechanical and Transport Engineering Unit, State Department of
Infrastructure on diverse dates and the specific defects for each vehicle indicated in the vehicle
valuation and inspection reports. Copies of the logbooks and work tickets in respect to the l7 motor
vehicles were presented to the Committee.

A disposal committee was appointed by the accounting officer vide letter reference no.
TNTP/SDP/I2ll7 dated 04th October, 2021 to identify and verify all unserviceable, obsolete and
surplus assets/items and recommend the best method of disposal including the minimum reserve
prices for the items to the accounting officer.

Arising from the review process, the disposal committee recommended that six out of the l7 motor
vehicles inspected with high minimum reserve price be sold by open tender. The tender sale advert
was done on Sth March , 2022 and letters of award were given to the winners on I I th May, 2022.
Kshs.2,207,000 was realised from the sale of the six vehicles.

Further, the disposal committee recommended that three out of l7 vehicles be donated to Nyagah
Vocational Training Centre for learning purposes because the valuation from Chief Mechanical
Engineer had placed the reserve prices for the three vehicles at Ksh. 10,000, KSh. 20,000 and KSh.
56,000. This was informed by the circular Reference No. MOE/DTE/ADMl/ll5/VOL.II (52)
dated 09th December, 2021 from the Office of the Principal Secretary, State Department for
Vocational and Technical Training and a letter from Nyaga Vocational Training Centre dated l8th
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February, 2022 addressed to the Principal Secretary State Department for Planning which were
forwarded by the Principal Secretary to the disposal committee for consideration. This was in line
u,ith Section I 65 ( I )(a) of the Public Procurement and Asset Disposal Act, 201 5 which prescribes

that an accounting officer of a procuring entity may dispose assets by a method which may include
"transfer to another public entity or part of a public entity with or without financial adjustment"
and Regulation 185(5) of the Public Procurement Disposal Regulation of 2020 where " An
accounting ofTicer of a procuring entity that is receiving the items may pay an agreed amount of
money to the transferring procuring entity or may receive the item free of charge". Thereafter,
Nyaga Vocational Training Centre confirmed receipt of the vehicles on I lth May,2022 as per form
FO.58. The remaining eight motor vehicles out of the 17 inspected were fbund to be serviceable.
Five were repaired and three are awaiting funds for repairs.

Out of the 23 motor vehicles, it was established that the remaining six vehicles did not belong to
the State Department for Economic Planning but rather belonged to the National Economic and

Social Council (NESC) which is currently domiciled in the Office of the Prime Cabinet Secretary.

Committee Observations and Findings
(i) The Committee observed that the explanation and documents given by the

Accounting Officer was unsatisfactory since supportive documentation were not
availed; and

(ii) The Accounting Officer also failed to explain how the beneficiary school was
identified, and the Committee observed the blatant abuse of public office in
transferring assets through discretion, without equity and transparency.

Committee Recommendation
The Committee reprimands the Accounting Olficer and directs that he ensures proper
records are availed within reasonable time to the Auditor General pursuant to Section 62 (l)
of the Public Audit Act, 2015. Further, disposal through donations should be streamlined
through clear policy.

DONOR FUNDED PROJECTS IMPLEMENTED BY AGENCIES UNDER THE STATE
DEPARTMENT FOR PLANNING
DATA COLLECTION AND DATABASE DEVELOPMENT PROJECT (UNFPA-
KEN7P32A) - KENYA NATIONAL BUREAU OF STATISTICS

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
123. There were no material issues noted during the audit of the financial statements of
the Project.

Other Matter
124. Status of Project Activities

As reported in the prior years, the Project remained dormant in the year under review. However,

it had an opening cash in bank balance amounting to Kshs. 2,162,338 against which bank charges

amounting Kshs. 4,320 were debited resulting in a closing balance of Kshs. 2,158,018 as reflected

in the statement of financial assets and liabilities as at 30 June,2021 .
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Management has indicated that activities for the Project were implemented under GOK/UNFPA
8th County Programme and therefore, no new programme agreement was signed in respect to the
Project's activities, which entailed financing preparatory activities for the 201 9 Kenya Population
and Housing Census. Management has further indicated that although no funding was received in
the four hnancial years ended 30 June,202l, LTNFPA has indicated they will finance a 9th

GOKruNFPA Country Programme on data collection and database management. Management
says it has maintained the Project bank account for the purpose.

Submission by the Accounting Officer
The Accounting Officer submitted that the project began under the then Ministry of Planning and
National Development and was implemented by the then Central Bureau of Statistics (cunently
KNBS) which was a department within the Ministry. By then, UNFPA used to fund activities by
directly sending funds to the Central Bureau of Statistics (CBS) as the implementing entity through
the Ministry. When CBS became a SAGA in 2008, it opened and maintained an account with the
Cooperative Bank, Kimathi House Branch, Account No. 0l1200818570000 where UNFPA used
to channel the project funds.

Following policy changes on remittances for donor funded projects in govemment, and the
provisions of the PFM Act 2012, all project funds were to be channelled through the National
Treasury before getting to the implementing entity. Due to the aforementioned policy, the project
bank account in Cooperative Bank remained dormant from FY 201712018 up to the period under
audit (202012021), as it did not receive any funds. However, the account continued incurring
monthly bank charges.

The account had a closing balance of Kshs. 2,158,018 as reflected in the statement of financial
assets and liabilities as at 30th June, 2021. As a result of this the management requested the KNBS
Board to approve closure of the account to avoid additional running costs. The Board, in its
meeting held on 15th April 2021, granted approval to seek authority to close offthe account. A
letter was done on 25th April 2022 to the National Treasury, who granted authority to close it on
9th May 2022.The Bureau instructed the Cooperative Bank on l2th May 2022 to close off the
account and this was effected on l3th June.2022.

The funds were transferred to the Bureau's KCB Moi Avenue Branch Account No. 1116027593
on l4th June 2022. The account in KCB does not charge monthly ledger fees. The Accounting
Officer provided copies of the final Cooperative Bank statement and the Bureau's KCB statements.

The Bureau had written to UNFPA on l5th January 2022, seeking a no objection to utilize the funds
or refund the amount back to them before the account could be closed. No response was received
and a reminder letter was done on 7th November.2022.

Committee Observations and Findings
The Committee noted the explanation and documents given by the Accounting Officer with
regard to the status of Project Activities.

Committee Recommendation
The Accounting Officer should within one (1) month after adoption of this report provide a
status of the request to utilize the fund from the Donor to the Committee or remit the funds
to the National Treasury. Treasury should further provide a clear framework on closing the
accounts.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
125. UndisclosedFinancingConditions

The Project financing agreement NO.KEN7P32A signed between the Government of Kenya and

UNFPA was not provided for audit review. As a result, the accuracy and validity of the cumulative
receipts and payments amounting to Kshs. 393,337,875, and Kshs. 391 ,179,857 respectively
transacted during the year ended 30 June, 2021 could not been confirmed.

Submission by the Accounting Officer
The Accounting OfIcer submitted that a letter by UNFPA Country Office (FPA/2023/KNBS/01)
dated 8th February, 2023 claified that the quoted reference number KEN7P32A was not a

Financing Agreement but a Programme code for the data collection and data base development
Programme. The Accounting Offrcer also submitted that the project was implemented through
Country Action Plan that was signed between the UNFPA, the then Ministries of Finance and the

State for Planning, National Development and Vision 2030 in February, 2009. The Country
Programme Action Plan (2009-2013), the signed work plans, the budgets and the cumulative
receipts and payments amounting to Kshs. 393,337,875, and Kshs. 391 ,179,857 respectively was

summarized.

The matter in contention was why the agency had not provided the Financing Agreements it had

entered with donor agencies particularly the UNFPA. The agency explained that the UN agencies

at the time used the Country Program Action Plan (CPAP) and not Financing Agreements.

However, the UN agencies have now introduced Financing agreements.

Committee Observations and Findings
(i)The Committee observed that a Financing Agreement was not a requirement at the

time and instead a Country Program Action Plan was used for the programmel and
(ii)The Committee also observed that the explanation and documents submitted by the

Accounting Officer was satisfactory.

Committee Recommendation
The Committee therefore marked the matter as resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

57

Conclusion
126. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.
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COORDINATION OF POPULATION POLICY IMPLEMENTATION PROJECT
(UNFPA PROJECT NO. KEN08pOp) -NATIONAL COUNCTL FOR POPULATION AND
DEVELOPMENT

Unmodified Opinion
127. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
129. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
130. There were no material issues noted during the audit of the financial statements of
the Project.

Other Matter
13l. Status of Project Activities

The financial statements indicate that the Project did not receive any funds from UNICEF or the
Government of Kenya during the year under review. In addition, no project activities were carried
out in the year and the only expense incurred amounting to Kshs. 4,320 related to bank charges for
the Project account. Management has previously indicated the intention to close the Project Bank
account to avoid the bank charges but is yet to do so.

Submission by the Accounting Oflicer
The Accounting Officer submitted that the Bureau maintained a bank account with The
Cooperative Bank, Kimathi House Branch, Account No. 0l 120081 528600. The account remained
dormant from FYs 201912020-202012021 as UNICEF did not fund the project, but was incurring
monthly bank charges.
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REPORT ON THE FINANCIAL STATEMENTS

Conclusion
128. There were no material issues relating to lawfulness and effectiveness in use of
public resources.

MULTIPLE INDICATOR CLUSTER SURVEY PROJECT - UNICEF - KENYA
NATIONAL BUREAU OF STATISTICS



To avoid additional running costs, the management sought authority from the Board to close the
account. In its meeting held on 28th January 2021,the Board granted authority to close off this
account. The Bureau wrote to The National Treasury on 8th December 2021 and authority was

granted on 3'd January 2022.The Bureau instructed the Cooperative Bank on 2l't January 2022.
The account was closed offon 28th January 2022 and the funds transferred to the Bureau's KCB
Bank, Moi Avenue Branch Account Number 1116027593 on 28th January 2022. The account in
KCB does not charge monthly ledger fees. Copies of the final Cooperative Bank statement and the

relevant Bureau's KCB statement was provided. The matter is therefore closed as this Account
bad been closed.

Committee observations and Findings
The Committee observed that the explanation and documents given by the Accounting
Officer with regard to the status of Project Activities was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Basis for Conclusion

132. UndisclosedFinancingConditions
As in the previous financial year, the Project financing agreement signed between the Govemment
of Kenya and UNICEF was not provided for audit review. Management has explained that no

agreement was signed in respect to the Project as funding from UNICEF was based on work plans

for various activities. However, Management has not disclosed the terms and conditions attached

to the work plans.

As a result, the validity of the cumulative receipts and payments amounting to Kshs. 86,392,918

and Kshs. 86,339,620 respectively transacted during the year ended 30 June, 2021 has not been

confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Govemment of Kenya and LNICEF entered into a Basic
CooperationAgreement dated January 1993 which stipulated the general principles, terms and

conditions on how to manage the UNICEF programmes.

The Accounting Ofiicer also submitted that the project was implemented through the

Memorandum of Understanding (MOU) signed on 6m October, 2010 and that the general

principles, details of the activities to be undertaken and the source of funds are stipulated in the

MOU. The Accounting Officer further submitted that the cumulative receipts and payments

amounting to Kshs. 86,392,918 and Kshs. 86,339,620 respectively transacted during the periods

up to 3Oth June, 2021 were summarized and presented.

Committee Observations and Findings
The Committee also observed that the explanation and documents submitted by the
Accounting Officer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
133. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

NATIONAL INFORMATION PLATFORM FOR FOOD SECURITY AND NUTRITION
PROJECT- FOODI}OIT/393-022 - KENYA NATIONAL BUREAU OF STATISTICS

REPORT ON THE FINANCIAL STATEMENTS

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
135. Late Submission of Financial Statements

Management submitted the financial statements for audit on 6th October,202l, Six (6) days after
the statutory deadline of 30 September,202l contrary to Section 81(a)(a) of the Public Finance
Management Act,2012 which requires Accounting Officers to submit financial statements to the
Auditor-General within three (3) months after the end of each financial year.
Consequently, the Management was in breach of the law.

Submission by the Accounting OIIicer
The Accounting Officer submitted that a special Board meeting to approve the financial statement
was held on 28th September, 202l.The management prepared a forwarding letter for all the three
donor funded projects' financial statements, as described in the letter, on the same day. The
forwarding letter was duly acknowledged in the Office of the Auditor General on 29th September,
2021.

The Accounting Officer also submitted that the Office of the Auditor General (OAG) later noted
that the Financial Statement for the NIPFN Project was not among the other two statements in their
custody. To ensure compliance with the reporting requirements, the Management signed another
copy on 30th Septembe1202l . The finance officer was to ensure delivery to the OAG offices, but
did not deliver on time.

The Kenya National Bureau of Statistics acknowledged that the Financial Statement for the NIPFN
Project was submitted late but reiterated that it was not deliberate. The Management took note of
this omission by the officer who was assigned to deliver the project financial statement to OAG
and disciplinary action was taken against him. Subsequently, proper control measures have since
been put in place to avoid recurrence ofsuch an omission.

The Accounting Officer further submitted that the matter was as a result of human error by one
member of staff; Mr. Tom Mutua, the officer responsible for the late submission of the statutory

PAC Repott on the Exomino?ion olthe Repoft ol the Auditor-Generol on the FinonciolS?otements ol Notionol Govemment fot the Fy ended 3Ch June 2021

60

Unmodified Opinion
134. There were no material issues noted during the audit of the financial statements of
the Project.



documents, and that a verbal waming was given to him in line with the Agency's Human Resource

Policies and Procedures Manual.

Committee Observations and Findings
The Committee observed that the verbal warning issued to the Officer, Mr. Tom Mutua, who
failed to submit the documents on time was lenient considering that the action was a breach
of the PFM and Public Audit Acts.

Committee Recommendation
The Accounting Officer should issue a written reprimand to the said officer for failure to
ensure that the financial statements are submitted within the statutory period.

136. Non-Compliance with Affirmative Action on Gender, Ethnicity and Regional
Distribution

Review ofthe payroll records revealed that the Project has ten (10) staffwho are engaged on

contractual basis to carry out various roles as per the project's agreement. However, an

examination of staff personal records indicates that about four (4) or 40oh of the staff belong to
one ethnic community contrary to Article 232(l)(h & i) of the Constitution of Kenya 2010 which
recognizes representation of Kenya's diverse communities and equal opportunities for
appointment, training and advancement and Section 7(2) of the National Cohesion and Integration
Act, 2008 which states that no public establishment shall have more than one third of its staff from
the same ethnic community. The Management was in breach of the law.

Submission by the Accounting Officer
The Accounting Officer concurred with the observation of the Office of the Auditor General that

there were four (4) staffmembers out of ten (10) from the sarne community; he however confirmed
that the recruitment of the 10 (ten) staff was transparent and implemented as per the KNBS Human

Resource Policies and Procedures Manual. The recruitment process started by an open

advertisement for the positions in the print media on 22'd January,2019.

The Accounting Officer also submitted that shortlisting of the candidates was undertaken on 24th

April,20l9. Interviews were then conducted by independent panelists constituted by the Bureau

management from l4th to 27th May,2019 as guided by the KNBS Human Resource Manual.
Selection was based on merit by the independent interviewing panelists and the best candidate in
each category selected.

The concem on non-compliance on ethnic balancing was noted by the management and moving
forward the Bureau has undertaken measures to ensure compliance on Affirmative Action on

Gender, Ethnicity and Regional Distribution as provided for by the Constitution.

Committee Observations and Findings
The Committee takes cognizance of the situation and noted that the issue of ethnic and
regional balance is a constitutional and statutory requirement and is achievable.

Committee Recommendation
(i) The Accounting Officer should adopt the corrective measures to address the

requirements of Section 7 (2) of the National Cohesion and Integration Act 2008.
(ii)Moreover, the Auditor General should examine ethnic composition in all agencies, in

every year ofaudit, as a standard parameter in reporting.
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137. Purchase ofGoods and Services
137.1 Domestic Travel and Subsistence

The statement of receipts and payments reflects a balance of Kshs.4,505,301 under purchase of
goods and services which as disclosed in Note 9.5 to the financial statements includes an amount
of Kshs. 1,268,336 on domestic travel and subsistence out of which Kshs.438,800 was spent on
adjudicationof tenderworthKshs.3,259,600. Thepaymentwasmadetostaff whotravelledto
Naivasha in the month of August, 2020 utd conference facilities for the tender processing of eight
(8) Computers and six (6) laptops. However, the adjudication would have been done efficiently
and economically at the Project's offices hence saving project funds. No plausible explanation was
provided by Management for incurring expenditure amounting to Kshs. 1,268,336 on travelling
for the adjudication of a tender worth Kshs. 3,259,600.

In the circumstances,, it has not been possible to ascertain whether the Project got value for money
on the travel expenses.

Submission by the Accounting Officer
The Accounting Officer submitted that the amount of Kshs. 1,268,336 on Domestic Travel and
Subsistence Allowance for the NIPFN project during the year under review was not only for the
adjudication of the evaluation of the tender No. KNBS/ONT/}|12020-2021 but it was the total
expenditure involving other activities within the project

The specific amount tbr the Evaluation of tender No. KNBS/ONT10112020-2021 for project was
Kshs. 438,800 to cater for a conference facility of Kshs. 99,000, daily subsidence allowance of
Kshs.324,800 and fuel amounting to Kshs. 15,000. The reason for staff to carry out the tender
evaluation out of the project offices was due to the large number of bidders who were 47 having
been an open tender, and involved bulky bids. The technical specifications were detailed and
required concentration in order to be fair to all bidders. and to avoid interferences from third
parties.

Further, the officers had to work up to late hours in order to complete the exercise within the
stipulated time. The tender opening minutes, the evaluation report and the list of bidders who
participated in the bidding were provided.

Committee Observations and Findings
(i) The Committee observed that Kshs. 438,800 spent out of Kshs. 3,259,600 did

not represent value for tax payers' money; and
(ii)The Committee also observed that the response provided by the Accounting Officer

didn't indicate the various assignments undertaken by each of the tender evaluation
officer.

Committee Recommendation
The Committee recommends that Kshs. 438,800 be recovered from the then Accounting
Officer, as surcharge, in accordance to Article 226(5) of the Constitution and the PFM Act
and its Regulations.

137.2 Acquisition of Non-Financial Assets
The statement of receipts and payments rellects a balance of Kshs. 4,105,5 I 9 under acquisition of
non-financial assets. The assets included eight (8) laptops and six (6) desktop computers. However,
there is no evidence that these assets were included in the fixed assets register. This is contrary to
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provisions of Section 162(l) of the Public Procurement and Asset Disposal Act, 2015 which
requires an Accounting Officer of a procuring entity to ensure that all inventory, stores and assets

purchased be received and taken on charge as a basis for ensuring that all procured items are

properly accounted for and put in proper use as intended by the procuring entity. The assets

remained unrecorded and therefore could not be verified. Consequently, the Management was in
breach of the law.

Submission by the Accounting Officer
The Accounting Officer submitted that as at the time of conclusion of the audit, the assets in
question had not been updated on the Asset Register. The Bureau's assets tagging process and

updating of the register by a consultant was ongoing, during the time of the audit. All the purchased

assets were received and taken on charge so as to ensure that they were properly accounted for and
put into proper use as intended.

The Accounting Officer also submitted that all the Bureau assets including those of the projects

are included in the Fixed Asset Register in the Financial Management System. An extract of the
fixed assets register for the NIPFN project was provided. He further submitted that the Bureau was

in the process of acquiring its assets' tagging machine to ensure that the tagging process is done

intemally and continuously.

Committee Observations and Findings
The Committee noted that the Accounting Officer, in his own admission, failed to meet the
requirements of Section 162(l) of the Public Procurement and Asset Disposal Act,2015.

Committee Recommendation
i. The Committee admonishes the Accounting Oflicer for failure to perform duty

bestowed upon the office; and
ii. Within three (3) months upon adoption of this report, the Accounting Officer

should submit a report on the assets'tagging to the House.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

138. There were no material issues relating to effectiveness of internal controls, risk
management and governance.
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3. THE PRESIDENCY _ VOTE 101I

REPORT ON THE FINANCIAL STATEMENTS

Ms. Susan Mwongera
Mr. Mwikamba Mghereyi
Mr. Joseph Biomdo
Mr. Zedekiah Ogendi
Mr. Samuel T. Maina
Mr. Joel K. Langatt
Ms. Irene C. Tulel

Mr. Shadrack M. Mwadime

Mr. Shavanga Calvin

Mr. Kang'ethe Thuku
Mr. David W. Waweru
Mr. Amos Nyakundi

Programme Coordinator
Deputy Accountant General
Director Legal Services
Director, SCMS
Deputy Accountant General, State House
Senior Deputy Accountant General
Programme Manager, National Counter
Terrorism
Senior Accountant - Office of the Deputy
President
Senior Chief Finance Officer - Office of the
DP
Deputy Director General
Chief Finance Officer
Deputy Director Finance

10

11

12

And submitted as follows

Unmodified Opinion

139. There were no material issues noted during the audit of the financial statements of the
Executive Office of the President.

Other Matter

140. Pending Bills
Note 21.1 to the financial statements reflects pending accounts payable of Kshs. 5,349,989,714 as
at 30 June, 2021 . The bills were not paid during the year under review but were instead carried
forward to the financial year 202112022. Failure to settle bills during the year to which they relate
distorts the budget implementation of the subsequent year as the outstanding bills form a first
charge on available resources.

Submission by the Accounting Officer
The Accounting Officer admitted that the Executive Office of the President incuned pending bills
totalling to Kshs. 5,349,989,714 during the FY 2020121 as disclosed in the notes of the financial
reports, which were not settled during the year but were carried forward to the subsequent
FY2021122. These bills emanated from inadequate exchequer releases from both the National
Treasury & Planning and the Nairobi City County Govemment (NCCG). The situation was
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catalysed by the prevailing economic conditions arising tiom the effects of COVID-19 pandemic

and The National Treasury's tight framework fiscal policies.

However, out of the total pending bills declared, an amount totalling to Kshs. 1,900,643,083.41
was subsequently paid as a first charge to the budgetary allocation for the FY 2021122. Further,
the Executive Office of the President has continued to engage both the National Treasury &
Planning and the NCCG for the provision ofadditional budgetary funding and adequate exchequer
releases to clear the remaining pending bills.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Oflicer with regards to
pending bills.

Committee Recommendation
The Accounting Officer must at all times ensure that pending bills are settled 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 provisions of Section 68(2) (h) of
the Public Finance Management Act,,2012.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
141. 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

Conclusion
142. There were no material issues relating to effectiveness of intemal controls, risk management

and govemance.

DONOR FUNDED PROJECTS TECHNICAL ASSISTANCE TO ENHANCE THE
CAPACITY OF THE PRESIDENT'S DELIVERY UNIT (ADB GRANT
NO.5500155012902)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion

143. There were no material issues noted during the audit of the financial statements of the Project

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
144. Unsupported Imprest Claims
The statement of receipts and payments reflects expenditure of Kshs. 42,112,100 in respect of
purchase of goods and services. Included in this figure is an amount of Kshs. 17,143,100 paid in

respect of domestic travel and subsistence out of which Kshs. 8,997,700 relates to temporary
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imprests issued without imprest warrants contrary to Regulation 9l(2) of Public Finance
Management (National Govemment) Regulations, 2015.

Submission by the Accounting Officer
The Accounting Officer submitted that the donor funded project for the Technical Assistance to
Enhance the Capacity of the President's Delivery Unil (ADB Grant NO.5500155012902) was
being implemented by the Presidents Delivery Unit, a department that was under the Executive
Office of the President until the end of the FY 2019120.

The functions of this Department were transferred from the Executive Office of the President Vote
1011 to the State Department for Interior and Citizenry Services Vote 1021 vide Executive Order
No. 2 of 201 9 for implementation and reporting.

Committee Observations and Findings
The Committee observed that the project implementation was transferred to State
Department of Interior through Executive Order No. 2 of 2019.

Committee Recommendation
The Auditor General to ascertain status in the financial statements of the State Department
of Interior in the subsequent audit.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
145. There were no material issues relating to effectiveness of internal controls, risk management
and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

146. As required by the African Development Bank, I report based on the audit that the Project's
funds have been used in accordance with the conditions of Grant Agreement with due attention to
economy, efficiency and effectiveness for the purposes for which they were provided. Further, the
goods and services financed have been procured in accordance with the Grant Agreement and the
Bank's rules and procedures and necessary supporting documents, records and accounts have been
kept in respect of all Project activities and adequate intemal control to monitor expenditure and
other financial transactions and ensure safe custody of assets exists.

UNICEF - KENYA GENERATION UNLIMITED (GenU) PROJECT (PROGRAMME NO.
2400tA0tL6)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
147. There were no material issues noted during the audit of the financial statements of the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
148. There were no material issues relating to lawfulness and effectiveness in use of public
resources.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
149. There were no material issues relating to effectiveness of internal controls, risk management

and governance.

KENYA . EU PARTNERSHIP FOR THE IMPLEMENTATION OF THE NATIONAL
STRATEGY TO COUNTER VIOLENT EXTREMISM IN KENYA - NATIONAL
COUNTER TERRORISM CENTRE

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
150. There were no material issues noted during the audit of the financial statements of the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
151. 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

Conclusion
152. There were no material issues relating to effectiveness of intemal controls, risk management

and govemance.
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Eng. Dr. Karanja Kibicho, the Accounting Officer for the State Department of Interior (Vote 1021)
appeared before the Committee on lOth May 2022 to adduce evidence on the audited financial
statement for the State Department of Interior (Vote 1021) for the Financial Year 202012021 . He
was accompanied by the following officers:

4. STATE DEPARTMENT FOR INTERIOR AND CITIZEN SERVICES -
voTE 1021

REPORT ON THE FINANCIAL STATEMENTS

L Mr. Alex Muteshi Director General Citizen Services &
Immigration
Senior Chief Finance Officer
Deputy Accountant General
Deputy Inspector General Kenya Police
Service
Government Printer
Supply Chain Management Service- SDC
Senior Principal Finance Officer
DIAG Intemal Audit
Director Civil Registration
Principal Finance Officer
Supply Chain Management Service - DD
Supply Chain Management Service - AD
Senior Accountant Intemal Audit
Chief Finance Officer
Personal Assistant to PS

Principal Finance Offi cer

2

3

4

Ms. Alice W. Gichu
Mr. James K. Karori
Mr. Edward N Mbugua

Mr. Mwenda Njoka
Mr. Stephen G Wamae
Mr. David M Mutia
Mrs. Elizabeth W Kiano
Mr. Peter Mutua
Ms. Gladys Mumbe
Mr. Ngari Githu
Mr. Stephen Ndege
Mr. Peter Kioko
Mr. Peter N. Muita
Mr. Dub Abudho
Mr. Paul Mwongera

5.

6.
7.

8.

9.

l0
ll
t2
l3
t4
l5
16

Basis for Qualified Opinion

153. Variance between Financial Statements and Trial Balance Figures
A comparison of the financial statements and the Integrated Financial Management Information
System (IFMIS) generated trial balance provided for audit revealed variances between the two sets
of records on eighteen (18) account items as detailed below:

Account
No.

Financial
Statements
Balance-Kshs.

Trial Balance
Figure-Kshs.

6510000 Special Accounts 3,899,s99,805 (3,899,599,805)

6520000 Treasury Bank Accounts 0 85,281 (8s,281)

6s30000 Recurrent Bank Account 509,937,446 (408,s7s,1 88,720) 409,085, 126,1 66
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6540000
Development
Accounts

815,847,042
Bank

(5,083,766,e07) 5,,899,613,949

362,8 r 9,658 I 70,81 7, r 04Deposit Bank Account 533,636,7626550000

(473,r87 ,t68,320)45,t64,045 473,232,332,3656580000 Cash in Hand

(s45,040)0 545,0406710000
Domestic Debtors and
Advances

31,285 (31,28s)6720000
Domestic Debtors and
Advances

0

(1,257,053,461) 1,257,053,46rand
06740000

(2,153,043,217)2389,969 2,r55,433,186Government Imprest

r4.770,712,904 (14,770,712,904)Suspense and Clearance
Account

06780000

(137,493,096)0 137,493,0966790000 Other Current Assets

(9,519,591,52t)533,636,762 10,053,228,2837320000 Deposits

3,,472,192,790 (3,472,192,790)7310000 Other Liabilities
293,312,,653(293,312,6s3)Withholding Taxes7380000

r27,306,544,71s07390000
RequiredSystem

Liabilities
(1,964,66s,301)0 r ,964,665,3019910000

34,907,339,488

Consequently, the accuracy and completeness ofthe balances for these account items as reflected

in the financial statements for the year ended 30 June, 2021 could not be ascertained.

Submission by the Accounting Officer
The Accounting Officer submitted that the financial statement and IFMIS Trial balance revealed

several variances; this was occasioned by the challenges in the IFMIS bank auto-reconciliation
particularly missing Bank Statements in the IFMIS system and balances brought forward from

earlier years dating back fiom the financial year 201412015. The State Department is in the process

ofclearing the variance and a task force has been formed comprising ofaccountants from this State

Department and the National Treasury to address how the balances will be cleared.

So far the taskforce has cleared the variances from financialyear20l4120l5 up to financial year

2}l8l2}lg and the exercise was to be completed by 30(h June 2022.

Committee Observations and Findings
(i) The Committee noted that this matter was captured in the FY 201412015 and
directed that the matter be cleared by the end ofthis Financial year of30th June,2022;
(iD The Committee similarly 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;
(iiD In addition, the Committee observed that the Accounting Officer failed to
ensure that reconciliations are done in time and the complete financial statements
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submitted to the Auditor General in time as provided for in Article 229 (4)(h), and
section 8l(a)(a) of the Public Finance Management Act 2012; and
(iv) A taskforce had been formed to clear the remaining variances.

Committee Recommendation
i) The Committee reprimands the Accounting Officer for failing to prepare and
keep proper accounting records in accordance with Section 68 (2) (b) ofthe PFM Act,
2012;
ii) The report of the taskforce be availed to the Committee within one month of
adoption ofthis report by the House.

154. Long Outstanding and Un-Reconciled Bank Balances
The statement ofassets and liabilities as at 30 June,202l reflects total cash and cash equivalents
balance of Kshs.1,904,585,295 which includes an amount of Kshs.1,859,421 ,250 in respect of
bank balances and as reflected in Note 22Alo the financial statements. However, included in the
bank reconciliation statements were unreconciled items amounting to Kshs.8,200,943,214 that had
been outstanding for over one year with some dating as far back as the year 2016 as indicated
below:

Amount Unreconciled - Kshs.

Deposit Account 35.805.105
Recurrent Account
Development Account 2,063,618,s35

8,200,9.13,21{

Under the circumstances, the accuracy and completeness of the cash and cash equivalents balance
of Kshs. 1,904,585,295 as at 30 June,2021 could not be confirmed.

Submission by the Accounting Olficer
The Accounting Officer admitted that the bank reconciliation statement has long outstanding
balances relating to the period between 2016 to December 2020. The State Department has been
able to clear some items as analvzed below.

The reconciled items have been adjusted in the cash book accordingly and the State Depaftment is
in the process of reconciling the remaining outstanding items.

Committee Observations and Findings
(D The Committee observed that the reconciliation process was ongoing;

PAC Report on the Exofiinotion ol the Repoft ol lhe Auditot-Genercl on the Finonciol Stotements ol Notionol Government for the Fy ended 3Oh )une 2021

Account Original outstanding Amount reconciled Balance un-reconciled
Deposit Account 35,80s.105.00 22,822,503.00 12,982,602.00
Recurrent Account 6, l 0l ,5 l 9,5 74.00 3,449,670,398.80 2,651,849,17 s.20
Development Account 2,063,61 8,53 5.00 1 .771 .2 1 8,1 98.80 292,400,336.20

8,200,943,214.00 5,243,711,100.60 2,957,232,113.40
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(iD The Committee further obsened that the Accounting Officer failed to prepare
and keep proper accounting records in contravention of Section 68 (2) (b) of the
PFM Act,2012; and
(iii) The Committee similarly observed that the Accounting Officer failed to ensure
that reconciliations are done in time and the complete financial statements
submitted to the Auditor General in time as provided for in Article 229 (4)(h) of the
Constitution, and section 8l(aXa) of the Public Finance Management Act 2012.

Committee Recommendation
i) The Committee reprimands the Accounting Officer for failing to prepare and
keep proper accounting records in accordance with Article 229(4)(h) of the
Constitution and Section 68 (2) (b) of the PFM Act,2012;
ii) The Accounting Officer avails a reconciliation status within three (3) months
ofadoption ofthis report by the House.

Other Matter
155. Pending Bills
Records maintained by the State Department of Interior and Citizen Service indicates that bills
amounting to Kshs.1,989 ,542,041 relating to the financial year 202012021 were not paid during
the year under review but instead were carried forward to 202112022.

Failure to settle bills during the year to which they relate distorts the budget implementation of the

subsequent year as the outstanding bills form a first charge on resources available.

Submission by the Accounting Oflicer
The Accounting Officer admitted that the State Department had not paid pending bills amounting

to Kshs. 1,989,542,041 relating to the financial year 202012021. These were in relation to
refurbishment of National Police Service leased houses which were provisioned in the financial
year 2021122 and have since been paid.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
Pending Bills.

Committee Recommendation
The Accounting officers must at all times ensure that pending bills are listed 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 provisions of section 68(2) (h) of
the Public Finance Management Act,2012.

156. Unresolved Prior Year Matters
In the previous year's audit report, several issues were raised under the Report on Financial

Statements. Lawfulness and Effectiveness in Use of Public Resources, and Effectiveness of
Intemal Controls, Risk Management and Govemance, respectively. Although management

indicated in the progress on follow-up on prior year's auditor's recommendations that the matters

had been resolved, the recommendations and resolutions by the Public Accounts Committee on

the matters were not provided for verification.
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Submission by the Accounting Officer
The Accounting Officer admitted that in the previous year's audit report, several issues were raised
under the Report on Financial Statements, Lawfulness and Effectiveness in Use of Public
Resources, and Effectiveness of Intemal Controls, Risk Management and Govemance,
respectively. Although management had indicated progress on follow-up on prior year's
recommendation, the report from the Public Accounts Committee on the matters is yet to be
received to our office to confirm the same.

Committee Observations and Findings
The Committee observed that the issues were discussed during the examination of the State
Department account for financial year 2019120 and various recommendations issued.

Committee Recommendation
The Committee recommends that the Accounting Officer avails a matrix on implementation
of various recommendations, within three (3) months of adoption of this report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

157. Provision of Enhanced Comprehensive Group Life Cover
The National Police Service entered into a one-year contract with National Hospital Insurance
Fund (NHIF) for provision of Enhanced Comprehensive Group Life Cover and Inclusion of
Compensation under the Work Injury Benefits Act (WIBA) and Group Personal Accident Cover
(GPA) for Members of the National Police Service and the Kenya Prisons Service fiom I January,
2021 to 3l December,202l . The insurance policy was intended to cover the principal members if
in employment and dependents at the commencement of the cover. The total agreed premium was
Kshs. 2,295,594,440 with a total population of 131,816. Further review of the procurement
documents for the insurance contract revealed that the Service initiated a direct procurement ofthe
group life cover from NHIF without any justification for the procurement method adopted.

Analysis of the procurement process and implementation of the contract revealed the following
issues:

157.1 Unsupported Reduction in the Quoted Premium
Review of the contract indicated that the NHIF had quoted an amount of Kshs. 8,103,918,659 as
annual premium for the cover as tabulated below:

Serial
No.

Category Total Exposure
(Kshs.)

Rate
Applicable

Annual
Premium
(Kshs.)

1 Group Life 750,882,759,947 5.5%o .4,129,855,179
2 Last Expense(M+6) I I 1,830,250,000 7y6 782,811,7s0
J GPA Accidental Disability and

Death (Permanent/Temporary)
Loss of Income up to a Maximum
of2 years

750,882,759,947 ao/L /O r.501,765,520

4 WIBA 2.25% 1,689,486,210750,882,759,947
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Total Annual Premium 8,103,918,659

Negotiation minutes indicates that the two parties agreed to a total annual premium of Kshs.
2,295,594,440. However, there was no agreed schedule of the adjustments made to the above
schedule and rates applicable fbr each category and the extent of the risk exposure covered.
Therefore, the basis for the reduction ofthe premium could not be ascertained.

Submission by the Accounting OIIicer
The Accounting Officer submitted that it was true that the negotiating parties agreed to a total
annual premium of Kshs. 2,295,594,440.00. There was no adjustment made to the rates applicable
for each category. The rates applicable remained the same as in the tender document and in the
contract. The negotiations agreement was in line with the available budget at the time.

Committee Observation
The Committee observed that the issues was discussed during the examination of the State
Department account for financial year 2018/19 & 2019120 and recommendations not
implemented.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year
matters as required by Section 68 (2) (l) of the PFM Act, 2012. The Committee
recommends that the Accounting Officer avails a matrix on implementation of various
recommendations, within three (3) months of adoption of this report.

157.2 Delayed Settlement of Claims on Last Expenses
Review of the claims for last (funeral) expenses covered under the Comprehensive Group Life
made in the year 2021 revealed that three hundred and seventy-four (374) claims of principal
members, spouses and children totalling Kshs.66,650,000 were submitted to NHIF for settlement
but had not been settled as at 31 December,202l.lt was not explained why NHIF had not settled
the claims contrary to Clause 5 of the contract which provides that NHIF shall upon written
notification of death of a member or dependent while the cover is in force pay to the next of kin
or such other person directed in writing the amount specified for funeral expenses within two (2)
days subject to provision of a duly completed claim form and copy of burial permit.

Submission by the Accounting Officer
The National Hospital Insurance Fund (NHIF) has partly paid some cases. The claims were being
processed at NHIF and an anal sis of the current status is as follows

NO.
PAID

AMOUN
T PAID

NO.
NOT
PAID

AMOUN
TDETAILS

SUBMITT
ED TO
NHIF

AMOUN
T
CLAIME
D

7,600,000278
s5,600,00
0

240
48,000,00
0

38
PRINCIP
AL

5 750.00029 4,350,000 24 3,600,000

58 s.800.000 967 6,700,000
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TOTAL 374
66,650,00
0

322 52 g,250,ooo

SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

I

1979r08r68 KOTOBO MOLU 1510412021 PRINCIPA
L

28t09t2021

2

I 9801 03260 RAPHAEL MAHIHU 0610412021 PRINCIPA
I,

2l/04t2021

.,

198010378 r JOHN WAMALWA MURUGU 0910512021 PRINCIPA
L

28t07 t2021

4
1981058785 SAMUEL BOIT KIRUI 25t06t2021 PRINCIPA

L
05t07 t202t

1981074642 KIBENGO THOMAS 0810312021 PRINCIPA
L

6

1982091419 FRANCIS MUKIRA GITUMA 02101t2021 PRINCIPA
L

05t01t2021

7

1982104028 CHRISTOPHER MUKHWANA 27 t09t202t PRINCIPA
L

27t09t2021

8

1983008891 GRACE WANJIKU MWANGI 08t08t2021 PRINCIPA
L

2710812021

9
1983023972 24t06t2021 PRINCIPA

L
01t07 t2021

10

1983024148 DANIEL GACHIBI MBUGUA 0110212021 PRINCIPA
L

04105t2021

1l
1983025673 REUBEN MAHINDU ANYOSO 28t08t2021 PRINCIPA

L
25t10t2021

t2
1983043728 FRANCIS MWITI M'ARITHI 2410v2021 PRINCIPA

L
0110312021

l3
I 9830501 23 RICHARD OMENKE 06t04t2021 PRINCIPA

L
1510612021

14

r 9840 r 3580 WYCLIFFE SIEKISA MUTETEMI 2010U2021 PRINCIPA
L

26101t2021

15

1 984014594 WILLIAM SINGOE 12105t2021 PRINCIPA
L

19t05t2021

l6
1984016986 27/0412021 PRINCIPA

L
0610512021

t7
CHARLES KURIA MWANGI 30/10t2021 PRINCIPA

L
1211012021

l8
1984019455 AUGUSTINE MWANGI KURIA 23/0412021 PRINCIPA

L
0u07t2021

l9
I 98401 9560 RICHARD OSORO NYAGETARI 19/05t2021 PRINCIPA

L
26t05t2021
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PAID CLAIMS

5

05/04t2021

BEN MOSES CHANGULO

EDWARD JACOB GICHOBI
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SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

20
1984039659 GEORGE WAWERU GACHOKA 30t04t2021 PRINCIPA

L
2v0612021

2t
1984109755 SIMON KIMAIYO KIBOR 08t05t2021 PRINCIPA

L
09t06t2021

22

1984112724 STEPHEN MBURU MWAURA 17 t09t2021 PRINCIPA
L

1211012021

z)
1984116964 NZOMO KYALO 221t9t2021 PRINCIPA

L
12il0t2021

24
1985019414 LEONARD NYANGESO 1610712021 PRINCIPA

L
2310712021

25

r 98s0s 1303 FRANCIS KIBORE 1510812021 PRINCIPA
L

13t09t2021

26
1986004642 STEPHEN GITUMA MMBUI 28t02t2021 PRINCIPA

L
04t05t2021

27
1986009032 SAMUEL KIHARA GICHUHI 12t02t2021 PRINCIPA

L
12t02t2021

28

1986009236 JOHN MAINA GITHUI 0910112021 PRINCIPA
L

2810v202r

29
19860224t2 JAMES LEKAKENY 0410312021 PRINCIPA

L
0t 107 t202r

30
198602951 1 13t08t2021 PRINCIPA

L
2410912021

3l
1986033722 NEGA MWITA NDERA 2510912021 PRINCIPA

L
t211012021

)z
1986036403 PAUL KIPKEMOI LANGAT 12t09t2021 PRINCIPA

L
26t10t2021

33

1986036940 MOHAMED ALI JARSO PRINCIPA
L

13t09t2021

34
1986089896 MOSES KANYI NJUGUNA PRINCIPA

L
24t05t2021

35

1 986091 097 JOHN GEORGE GITHENGURI 06t08t2021 PRINCIPA
L

16t0912021

GEORGE OMONDI GIBSON t1t02t2021 PRINCIPA
L

1810212021

37
1986092386 ELIZABETH MULWA 31t0U2021 PRINCIPA

L
24t02t2021

38

198609s669 PETER KABOCHU NJOGU 1010912021 PRINCIPA
L

1511012021

39
I 986 r 14308 JOHN MUTHAMIA RUKARIA 06t01t202r PRINCIPA

L
1st02t2021

I 9861 14780 IBRAHIM SALAT IBRAHIM 17 t0712021 PRINCIPA
L

1310912021
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PAID CLAIMS

DISMAS WANJALA WEKESA

26t08t2021

21t03t2021

36
19860915r8

40



SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

41

19861 15875 RICHARD ARAP SANG 18t02t2021 PRINCIPA
L

04t05t2021

42
1986116229 FRANCIS SIROR 07 t0712021 PRINCIPA

L
28t07t2021

19861 16538 ISAAC WERUNGA WAFULA 2410512021 PRINCIPA
L

24t09t2021

44
I 9861 1 7869 STEPHEN BAKIRA 19t04t2021 PRINCIPA

L
06t0512021

45

1 9861 I 8093 GEOFFREY KAGUTA MURIITHII 0210712021 PRINCIPA
L

0st08t2021

46
1986118750 ABEL TUMA WAWIRE 06103t2021 PRINCIPA

L
21t06t2021

47
1986124840 RONALD MORANGA OSEKO 08t0212021 PRINCIPA

L
3010612021

48
I 9870 t 361 0 RICHARD LIMASIA KAPEL 13t09/2021 PRINCIPA

L
15t10t2021

I 98701 36 I 0 RICHARD LIMASIA KAPEL PRINCIPA
L

15t10t2021

50
1987015785 RAPHAEL MUYA LOCHEK 08t05t2021 PRINCIPA

L
24t05t2021

1981039242 JOSEPH MUKUHI NDEGWA 17 t0312021 PRINCIPA
L

13t0312021

52

1987044344 MARK LOMEYAN KADO 26t02t2021 PRINCIPA
L

08t03t2021

53

1987095670 THOMAS KAGIRI WAIGWA 29t04t2021 PRINCIPA
L

23108t202r

54
1988004 r 93 JOEL KIRWA BIRGEN 2910y2021 PRINCIPA

L
1510612021

55

t988026072 DOUGLAS KING:OO MUTUA 09t02t2021 PRINCIPA
L

19t02t2021

56

1988038281 BONIFACE SHAMBAS 2710412021 PRINCIPA
L

04106t2021

57
1988066933 ALFRED CHELELGO 1510312021 PRINCIPA

L
0810312021

58

ISAIAH UPUU ETIR 12t09t2021 PRINCIPA
L

2910912021

59

1988099643 PANCRAS MWANGIGHI 20t01t2021 PRINCIPA
L

20105t2021

60
I 9881 0001 2 ALEXANDER

MWAMBUI
MWALUMA 19t08t2021 PRINCIPA

L
13t09t2021

61

t988100119 SAMUEL NYAMOSI 24t05t2021 PRINCIPA
L

14106t2021
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43

49
13t09t2021

5l

1988068082



SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

62

1989013292 RICHARD KIPROP LOYETTA 14t08t2021 PRINCIPA
L

63

1 9890 1 663 0 FRANCIS LOPEYOK LOKIEL 21t8t201 PRINCIPA
L

27t09t2021

64
1989035804 REUBEN KIPNGETICH 21/0312021 PRINCIPA

L
2110412021

65

198903 7995 PATRICIA KANINI MUNYWOKI 28t0st2021 PRINCIPA
L

66
1989071834 JUSTUS ONDIMU r0t03t2021 PRINCIPA

L

67

1989072123 GEOFFREY NDUNGA 1st03t2021 PRINCIPA
L

25t03t2021

68

1989072717 PAUL KITUNE NZAU 12t0st2021 PRINCIPA
L

17 t06t2021

69
198907431 I MANASEH OKEMO OKADA 10t07 t2021 PRINCIPA

L
02t08t2021

70

1989076826 KENNEDY MAINA 13t03t2021 PRINCIPA
L

1910412021

71

1989076826 WILLIAM MWANGI NDIRITU 0310512021 PRINCIPA
L

0710512021

72

1989116838 JEREMIAH CHERUIYOT 26t06t2021 PRTNCIPA
L

10t06t2021

73

1989120722 JULIUS KIBET TONUI 20t07t2021 PRINCIPA
L

1310e12021

t4
1989t21702 NTAMOIYA OLE NKUITA 0v04t2021 PRINCIPA

L
2010312021

75
1989r 37258 TIRUS KIRINGA MARECHO 25t05t202r PRINCIPA

L
03t0812021

76

1989138026 CATHERINE RIMBERIA 1110912021 PRINCIPA
L

0sil0t2021

77

1990000935 JULIUS NKOITOI 22t06t2021 PRINCIPA
L

0410812021

78

1990002987 LINUS MOTONYI 1010312021 PRINCIPA
L

03t03t2021

79

PAULO
KIPTALLAM

CHEMOIWO 30t05t2021 PRINCIPA
L

13t09t2021

80
1990004515 GABRIEL NCHINIK LEIPELE 0210912021 PRINCIPA

L
t2n0l202t

81

1990091 562 PHILEMON AYANGA AGORO 2610612021 PRINCIPA
L

15t0712021

82

1990116516 NAOMI KINUTHIA 08t0U2021 PRINCIPA
L

02t02t2021
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05t10t2021

01t06t2021

10t04t2021

r 990003860



SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

83

1990122606 27102t2021 PRINCIPA
L

15107t2021

84

1990123733 JULIUS KIMAIYO SUM 03107t202t PRINCIPA
L

14t07 t202t

85

1990125612 EMADAU TEBAKOL 1710112021 PRINCIPA
L

21t01t2021

86
1990165777 JOSEPHAT KABIRU IRUNGU 2010612021 PRINCIPA

L
29107 t2021

87
1991012139 GEORGE BUNDOTICH 08t01t2021 PRINCIPA

L
05t0v2021

88
t 99101332 r BLACKWEL LELEKONG 2t/03t2021 PRINCIPA

L
17105t2021

89

1991032163 STEPHEN MUTIIKI MBUI 20t08t2021 PRINCIPA
L

26n0t2021

90
1991042671 PATRICK MURAGU GACUCU 2410512021 PRINCIPA

L
24106t2021

9l
I 991 085263 PETER NJERU NDWIGAH 1010312021

92
1992012174 KENNEDY OMAYIO 19t05t2021 PRINCIPA

L
0210612021

1992013489 FARIDAH KARIMI MOHAMED 07 t07 t2021 PRINCIPA
L

2310712021

94
1992037344 ENOS KASISI 1410112021 PRINCIPA

L
19t01t2021

95
1992043581 NICHOLAS GITHAMBO MAINA 13t04t2021 PRINCIPA

L
04/05t2021

96
1992045216 SAMWEL KIPTARUS KOCHEI 19t03t2021 PRINCIPA

L
2210412021

97
1992045397 HUMPREY GEORGE OWINO 14107 t2021 PRINCIPA

L
09108t2021

98
24t08t2021 PRINCIPA

L
22t09t2021

99
1993031286 CHARLES GITAHI 20t03t2021 PRINCIPA

L
0910412021

t00
1993053084 TERER NIXON KIPSANG 18t09t2021 22109t2021

l0l
1993066095 PAUL MAINA GAKUI 21t02t2021 PRINCIPA

L
0v0312021

102
1994010673 ISAIAH

MWANDIKWA
MUTHIANI 0110612021 PRINCIPA

L
0810612021

r03
1994023919 CHARLES KINYUA GITHINJI 10109t2021 PRINCIPA

L
l5lt0l202t
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SIMON NTERERE

02t03t2021 PRINCIPA
L

93

1992045779 JOHNSTONE K. MATHAUNA

PRINCIPA
L



SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

1994027882 NAMI ROBERT LOSIKE 20t02t2021 PRINCIPA
L

0l/03t2021

105

1994046488 THOMAS OMINO 05t0v2021 PRINCIPA
L

28t05t2021

106

1994047248 PETER ETABO LODUKAE 01t01t2021 PRINCIPA
L

20t01t2021

107

1994047599 JOSHUA KATHURIMA IBIIRI 20t07t2021 PRINCIPA
L

28t07t2021

108

1994047599 JOSHUA KATHURIMA IBIIRI 10t0712021 PRINCIPA
L

28t0712021

t09
r 994047688 EDWARD GITONGA MUNENE 30t0U2021 PRINCIPA

L
t2t02t202t

ll0
1994047769 ROBIN SOGOTA 08t0212021 PRINCIPA

L
08t03t2021

lll
1994067816 HUSSEIN RACHA ABALONI 29t0st2021 PRINCIPA

L
2t t0612021

l2
1994069583 RUBANO MUNENE MURIITHI 06t01t2021 PRTNCIPA

L
0610l/2021

113

199s037262 PAUL KIPKEMOI TERER rU0st202l PRINCIPA
L

14t0612021

114
1995038234 DOMINIC K CHEBOI r5t04t2021 PRINCIPA

L
09t0612021

r 15

1995049489 DANSTAN MARWA YAYA 16t06t2021 PRINCIPA
L

23t06t2021

116

1995053200 JOSEPH KRALE KAKEREI 121031202t PRINCIPA
L

12t0312021

117
1995076486 AMRAPHAEL MKALA 09t0312021 PRINCIPA

L
19t02t2021

il8
1995077911 LOICE JEPCHUMBA 26t0912021 PRINCIPA

L
12t10t2021

1995079125 BARNABAS KIPKOECH 06t06t2021 PRINCIPA
L

10t0612021

120
1996062359 JOSEPH SANGEI MESHACK PRINCIPA

L
16t06t2021

12t
1996066573 BENARD GACHARA 2410212021 PRINCIPA

L
08t0312021

122
1996086125 CHRISTOPHER

MORONG
KIPYEGO 22t02t2021 PRTNCIPA

L
20t04t2021

123
1997047700 DAVID KIPSEREM 01t04t2021 PRINCIPA

L
19t05t2021

124
1997050355 SIMON NDEGWA MBUTHIA 0810s12021 PRINCIPA

L
06t02t2021
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104

119
1010612021



PAID LAIMS

SN
P/F
NUMBER

DATE OF
DEATH

CLAIM
DATE

125
CASSIUS MADEGWAH 05t04t2021 PRINCIPA

L
10104t2021

126
1997056864 ELIMA MUSIMBI KIBANGI 02t03t2021 PRINCIPA

L
09103t2021

127

1997060091 EVANIC OTIENO OMOLLO 1410612021 PRINCIPA
L

0810712021

128

1997066437 PAUL EYANAE EMESEK 17t02t202r PRINCIPA
L

21106t2021

t29
19970735t5 GEOFFREY

CHEPKWONY
KIMUTAI 06104t2021 PRINCIPA

L
2110412021

130
I 99801 891 6 ZAKAYO MUGI]TA 0v05t2021 PRINCIPA

L
2v05t2021

131

1998026040 17106t2021 PRINCIPA
L

22107t2021

132
1998036388 EDWIN MWANGI 10t03t202t PRINCIPA

L
t9103t2021

r33
1999011739 ERASTUS EKURUDI EMANIKOR 09105t2021 PRINCIPA

L
30107t202t

134
1999013595 FREDRICK KIPKOSGEI SAMBU 18102t2021 PRINCIPA

L
25102t2021

135

I 99901 8595 BERNARD KAMAU 09t0412021 PRINCIPA
L

21104t2021

136

1999022227 ALBERT KIMUTAI NGETICH 11106t2021 PRINCIPA
L

05107 t2021

137
1999033375 FREDRICK MATUNDA NDUKO 03108t2021 PRINCIPA

L
2710912021

138

1999035068 ALBERT KIMATHI 23t03t2021 PRINCIPA
L

27t03t2021

139
1999038082 JOHN MOGAKA ONSIERO 16t03t2021 PRINCIPA

L
04t0512021

140
1999038309 JAPHETH KIPNGETICH MUTAI 1210U2021 19101t2021

141
2001004162 MIKE KEMBOI METO 17t02t2021 PRINCIPA

I.
24t02t2021

142
200t016177 SAMMY KAMITU MUSEMBI 0810112021 PRINCIPA

L
1110212021

143
2001017092 IBRAHIM BONAYA 3010712021 PRINCIPA

L
200t029528 MARTIN MUCHANGI IRERI 12t08t2021 PRINCIPA

L
13109t2021

145
2002003965 MARK KIPTUL KEITANY 2610112021 PRINCIPA

L
12t02t2021
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NAME
1997055363

AUGUSTINE MASYA ALIGULA

PRINCIPA
L

1710812021

144



PAID CLAIMS

SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

146
200200s967 JOSHUA KAMPEEN NTEERE 1810212021 PRINCIPA

L
2st02t2021

147

2002006256 CHARLES OKETCH 1210312021 PRINCIPA
L

t0t0412021

148

2002014542 NEHEMIAH KIPRONO TIREITO 2410412021 PRINCIPA
L

04t08t2021

149
2002015904 EMMANUEL NATOO 2810912021 PRINCIPA

L
12n012021

150

2002016625 KIPNGENO KOILLEGEN KIRUI 25t0y2021 PRINCIPA
L

t0t02t2021

151

2002021379 PAUL KIPLAGAT BARMASAI 05t01t2021 PRINCIPA
L

18t02t2021

152
2002049042 NICHOLAS KIMARU TUM 16t0512021 27t0812021

153

2002051879 SAMUEL KARUGA MUNENE ty04l202t PRINCIPA
L

21t0712021

154
20020s7469 JANETH CHEMUTAI 08t0812021 PRINCIPA

L
2310812021

155

2002058651 NICKSON CHEPCHIENG KANDIE 18t07t2021 PRINCIPA
L

27 t0712021

156

2003051377 MUTAI CHEBET 0st08t2021 PRINCIPA
L

28t091202r

157

2004025175 SEBATIAN SAJI OGOLA 1310412021 PRINCIPA
L

t7t0st2021

158

2004033063 JOSEPH MACHARIA 10t0212021 PRINCIPA
L

22t02t2021

159

2005008299 PURITY REBECCA MUTHONI 22t09t2021 PRINCIPA
L

t2^012021'

160

2005012379 ROBERT KIPLANGAT RUTO 211091202r PRINCIPA
L

22t09t2021

161

2006015223 ANDREW KIBET 23t03t2021 PRINCIPA
L

0l/0412021

t62
2006023836 JACOB K. KIPKORIR 03104t2021 PRINCIPA

L
2110412021

163

20060s0809 PHENNY AKINYI RIANY 041021202r 04t05t2021

t64
20060s2461 BONIFACE

NGARAGARI
MITHAMO 04t0v2021 PRINCIPA

L
tv01t202l

165

2006055956 FRANCIS KYALO MULANDI 13t0212021 PRINCIPA
L

19t02t2021

166
2006062597 MUKTAR MAHAT HASSAN 241061202t PRINCIPA

L
24t06t2021
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PRINCIPA
L

PRINCIPA
L



SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

20070839s2 JANE ADIDA LOSUSU 2110212021 PRINCIPA
L

0l /03/303 1

168
2007086578 DONFAN WANYAGA NJOROGE 27 /07 t2021 PRINCIPA

L
27108t2021

2007087320 CHARLES KOECH 0410412021 PRINCIPA
L

04t04t2021

170
2007087671 HOSEA KIPLAGAT MELI 24107t2021 PRINCIPA

L
09t08t2021

t7t
2007094911 ANTONINAH CHEBET TOMEE 05102t2021 PRINCIPA

L

172
2007102968 KELVIN AGUTU ONYANGO 0U0612021 PRINCIPA

L
0510712021

173
2007108621 ALFRED MUTHANGYA 25t03t2021 PRINCIPA

L
25t03t2021

174
2007122188 NELSON

MUTHWAIRI
MURANGIRI 0U0812021 PRINCIPA

L
3010812021

175
2008053764 EMMANUEL PAMBALA 24105t2021 PRINCIPA

L
02t06t2021

176
2008059338 06102t2021 PRINCIPA

L
18102t2021

177
2008066979 MARTIN MUGAMBI 19102t2021 PRINCIPA

L
1s10612021

178
2008068777 MOSES SEMEO WASILWA 26104t2021 18105t2021

179
2008071576 PAUL MBUGUA KAMAU 0110912021 PRINCIPA

L
15109t2021

r80
2008105024 ABDI MOHAMUD DAGANE 22103t2021 PRINCIPA

L
14106t2021

l8l
CHARLES NYANGWESO 1010912021 PRINCIPA

L
29t09t2021

182
CHARLES NYANGWESO 10t09t2021 PRINCIPA

L
29t09t2021

183

2008110655 CLEOPHAS
ORODI

CHRISTOPHER 1310512021 PRINCIPA
L

0st07 t2021

184
2008125529 PETER KIPRONO 0410v2021 PRINCIPA

L
08t0U2021

185

2008127026 PATRICK MUNIKO MAGOIGA 11108t2021 PRINCIPA
L

1610912021

r86
2008 1441 59 0610412021 0410512021

187

2008144387 JAMES BAIMPW] KILAA 04t09t2021 PRINCIPA
L

24109t2021
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PAID CLAIMS

167

169

2410212021

ISAIAH ODOYO WADE

PRINCIPA
L

2008110613

2008r r0613

AUSTIN KAVU DZUYA PRINCIPA
L



SN
P/F
NUMBER

DATE OF
DEATH

CLAIM
DATE

188

2008163844 EVANS KIPROTICH CHESIRE 18t03t2021 PRTNCIPA
L

2310412021

189

2009014666 BARISA HUSSEIN GALGALO 2610812021 PRINCIPA
L

13t09t2021

190

20090t5743 BRUCE MWENDA KIBAARA 23t01t2021 PRINCIPA
L

2610v2021

191

200901 8505 DOMINIC NYAGA NJERU PRINCIPA
L

13t0812021

r92
2009020447 28t08t2021 PRINCIPA

L
12fi012021

193

2009026388 JOHN MWANGI MACHARIA 07 t06t2021 PRINCIPA
L

16t06t2021

194
2009035819 PETER MUNIARU NGUGI t6t08t2021 PRINCIPA

L
27t08t2021

195

2011023613 DICKSON MUSEMBI t7to3t202t PRINCIPA
L

07 t0412021

196
201 10282 I 5 SAMUEL KARANI GICOBI 2210812021 PRINCIPA

L

197

2011038985 31t03t2021 PRINCIPA
L

0910412021

198

MIRIAM WANJIKU MURURU 2010812021 PRINCIPA
L

2611012021

20t3006470 PAULINE MUNJALU PRINCIPA
L

20t04t2021

2013031491 KENNEDY
CHERUIYOT

KIPRONO 16t05t2021 PRINCIPA
L

29t07t2021

201
2013031491 KENNEDY

CHERUIYOT
KIPRONO 16t0512021 PRINCIPA

L
2910712021

201 304078 r EZEKIEL KIPC H I RC H I R LIMO 3t llt 12021 PRINCIPA
L

10t08t2021

203
2013042589 ROBERT MUKUNZA MUTATI 10t0512021 PRINCIPA

L
t8t05t2021

204
2013057540 MOURICE MULE MWANGANGI 10t01t2021 PRINCIPA

L
1310112021

205
2013069102 HANDSON WAKISE MNGODO 06t04t2021 PRINCIPA

L
24t05t2021

206
2013072923 AGNES ATIENO OUM A 16t03t2021 PRINCIPA

L
19t03t2021

207
20r50r0985 SAMWEL W. WANJALA 18t0212021 PRINCIPA

L
01t0312021

208
2015011480 JAMES SONIPA 2310612021 PRINCIPA

L
0611012021
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PAID CLAIMS

NAME

09t05t2021

EVANS AMBANI AMATESHE

1310912021

SAMMY NJUGUNA

20113209s9

199

06t04t2021

200

202



PAID CLAIM

SN
P/F
NUMBER NAME

DATE OF
DEATH

CLAIM
DATE

209
2015034123 BERNARD KIPYEGON KIBON 07 t06t2021 PRINCIPA

L
05107 t2021

210
2015049893 MAURINE ADHIAMBO OCHIENG 02t01t2021 PRINCIPA

L
0510u2021

2tl
201 5083433 NASHON AWITI AMANGA 0411012021 PRINCIPA

L
26t1012021

212
2015119387 JEDIEL MUGUNA 09t03t2021 PRINCIPA

L
08t04t2021

213
2017022236 HUMPREY MUTAMBI 26t02t2021 PRINCIPA

L
1910312021

214
2017030672 KIPTUI KIPNGOK t610412021 PRINCIPA

L
0410512021

215
2017031259 DANCUN NYAMBATI 19107 t2021 PRINCIPA

L
04t08t2021

216
201 703 I 886 EVANS WANGILA SIMIYU 22t06t2021 22t09t2021

217
2017041253 OMAR ABDALLA MATAMU 28t07t2021 PRINCIPA

I,
2U0912021

218
2017055257 LEONARD OTIENO OJWANG t710812021 PRINCIPA

L
25110t2021

219
ABDI AZIZ MOHOMED IBRAHIM 07t06t2021 PRINCIPA

L
28106t2021

220
2017062218 MARK SILA KIMEU 15t02t2021 PRINCIPA

L
02t03t2021

221
2017063408 PAUL WEISAKA THOMAS 24105t2021 PRINCIPA

L
05t08t2021

222
2017066016 ELIJAH KAIBIRIA 22t01t2021 PRINCIPA

L
08t03t2021

223
20r 7085886 KELVIN ROBERT METHI 08t03t2021 PRINCIPA

L
19t04t2021

224
2017092974 ALBANUS WAMBUA MUTISO 0110112021 PRINCIPA

L
0510U2021

225
2017099013 GILBERT KWEMBOI 05110t2021

226
2018001742 PAUL KURIA KINYANJUI 16t03t2021 PRINCIPA

L
09t03t2021

227
20r8007115 BERNARD SULUNYE 09103t2021 PRINCIPA

L
10t04t2021

228
201 802 I 000 PIUS NJIRU 06105t2021 PRINCIPA

L
27105t2021

229
2018022283 NICHOLAS EWOI 02t0U2021 PRINCIPA

L
19t01t2021

T
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PRINCIPA
L

2017061706

1310812021 PRINCIPA
L



SN
P/F
NTJMBER

DATE OF
DEATH

CLAIM
DATE

230
2018023644 NGENO EDWIN 10t04t202t PRINCIPA

L
20t05t2021

231
YUSSUF HUSSEIN 15t}st2021 PRINCIPA

L

232
201 8036883 JOSHUA NDUNGU 2810412021 PRINCIPA

L
0410612021

z))
20 r 8039840 24t0612021 PRINCIPA

L
07 t0712021

234
2018041159 PETER MORACHA 15t07t2021 PRINCIPA

L
09t08t2021

235
20r 8054305 EDWIN OTIENO MUHULA 2410612021 PRINCIPA

L
0810712021

236
201 8061 897 AGEDIUS MOKUA 0410512021 PRINCIPA

L
04t08t2021

237
201 8071048 WYCLIFFE EREGAE 27t04t2021 PRINCIPA

L
03t06t2021

238
201 807565 1 DUNCAN ALUKWE SHIKHULE 18t06t2021 PRINCIPA

L
22t09t2021

239
201 8093 1 97 BENSON MWITA NJOROGE 2t t07 t2021 PRINCIPA

L
02t08t2021

240
201 8097508 HOSEA KIPCHUMBA 08t0912021 PRINCIPA

L
26t10t2021

Committee Observations and Findings
The Committee observed that the issue was discussed during the examination of the State
Department account for financial year 2018/19 & 2019120 and recommendations not
implemented.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act,2012. The Committee recommends that the
Accounting Officer avails a matrix on implementation of various recommendations, within
three (3) months of adoption of this report.

157.3 Unsubmitted Quarterly Reports on Claims by NHIF
Review of the claim's records revealed that quarterly reports on claims and their status were not
submitted contrary to Clause 3.1.5 of the contract which states that NHIF shall provide

comprehensive report to the National Police Service and the Kenya Prisons Service on claims
under this scheme every three months. It was therefore not possible to evaluate the performance

of NHIF based on the claims paid, pending claims and any outstanding claim against the premiums
paid by the client.
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PAID CLAIMS

NAME

201 803471 8 2810512021

ANTONY MBINDYO JOHN



Submission by the Accounting Officer
The Accounting Officer submitted that it was true that Clauses 13.1 and 13.2 of the contract
provided that the parties establish a standing committee. The standing committee was established
vide letter Ref; MICNG/PROC/28I1 VOL.IXI (204) dated 30th April, 202l.The Monitoring and
Evaluation was conducted and report has been submitted. Sensitization and training programme
submitted. However, NHIF has not submitted Quarterly Reports.

Committee Observations and Findings
The Committee observed that the issues was discussed during the examination of the State
Department account for financial year 2018/19 & 2019/20 and recommendations not
implemented.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act, 2012. The Committee recommends that the
Accounting Officer avails a matrix on implementation of various recommendations, within
three (3) months of adoption of this report.

157.4 Compensations Claims under Work Injury Benefits Act (WIBA) Not Paid
The insurance contract provides eight (8) years gross compensation for death/illness Injury as a
result of occupational causes under the Work Injury Benefit Act (WIBA) which shall be as a stand-
alone policy and compensation based on gross salary. The contract provides that injury assessment

shall be conducted in all NHIF Accredited hospitals and be approved by Directorate of
Occupational Safety and Health (DOSH).

Review of compensation process followed by the Service to prepare claims revealed that the
Service sent claim forms to NHIF and also sent Form I to DOSH. However. there were no clear
guidelines on how NHIF was to process the claims once the NHIF received approval from DOSH.
As a result, during the 2021 calendar year, the Kenya Police Service had thirty-eight (38) unpaid
claims resulting from accidental death. No documentary evidence was provided on the status of
the unpaid accidental death claims.

Further, although the Kenya Police Service provided details of injury claims under WIBA which
the Service had sent claim forms to NHIF and notified DOSH, NHIF had not paid any injury claims
from January 2021 and for the 2021 calendar year resulting in seven hundred and thirty-four (734)
unpaid injury claims as of 3 I December, 2021 .

Submission by the Accounting OIIicer
The Accounting Officer submitted that the National Police Service (NPS) has submitted cases to
Directorate of Occupational Safety and Health. (DOSH) but response has not been received.

Committee Observations and Findings
The Committee observed that the issues was discussed during the examination of the State
Department account for financial year 2018/19 & 2019120 and recommendations not
implemented.
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Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act,2012. The Committee recommends that the
Accounting Officer avails a matrix on implementation of various recommendations, within
three (3) months of adoption of this report.

f57.5 Failure to Provide Documents for Ex-gratia Claims under Provision of
Comprehensive Medical Cover

The contract between the National Police Service and NHIF for provision of comprehensive
medical cover for the Members of the National Police Service included a clause on ex-gratia
benefits premium of Kshs. 200,000,000. Further, the ex-gratia claims should be approved by the
standing committee of the client before any payment is made on any ex-gratia claim. The contract
requires NHIF to submit to the standing committee quarterly report on all ex-gratia claims
including the value, beneficiary, background and status of the claims among others. In addition,
NHIF was required to submit back any unspent amount of ex-gratia at the end of the contract
period.

Examination ofthe contract documents and payment vouchers provided for audit revealed that the

State Department did not maintain a record of approved ex-gratia claims and payments for the
period under review. Further, the Management did not provide NHIF quarterly reports on all ex-
gratia claims incurred during the year under review.

Under the circumstances, the State Department may not have received value for money on
premium paid to NHIF for comprehensive medical cover.

Submission by the Accounting Officer
The Accounting Officer submitted that the State Department has constantly requested NHIF to
provide full accountability and submission of a detailed report on claims. Letters to NHIF on

diverse dates have now been availed.

Committee Observations and Findings
The Committee observed that the issues was discussed during the examination of the State

Department account for financial year 2018/19 & 2019120 and recommendations not
implemented.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year
matters as required by Section 68 (2) (l) of the PFM Act, 2012. The Committee
recommends that the Accounting Olficer avails a matrix on implementation of various
recommendations, within three (3) months of adoption of this report.

158. Stalled Project at Buna Police Station, Wajir County
The State Department entered into a contract for construction of Buna Police Station at a contract

sumofKshs.l21,240,000andsub-contractsformechanicalworksatKshs.5,l2S,S24.50,electrical
works at Kshs. 18,380,698.80 and high,, low level water tanks at Kshs. 8,783,015 all totalling Kshs.

154,132,538.30 with an expected completion date of November 2012. However, review of project

records revealed that in November 2021 (9 years after the expected completion date) the project
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was yet to be completed. Consequently, the value for money for the abandoned project may not
have been realized.

Submission by the Accounting OIIicer
The Accounting Officer admitted that the project has stalled resulting to deterioration and lack of
value for money. The project has stalled due to budgetary constraints, this has led to delayed
payments and hence delay in completion of the works. Funds for outstanding works have been
proposed in the budget proposal for the financial year 202212023.

Committee Observations and Findings
(i) The Committee noted the explanation given by the Accounting Officer with regards
to Stalled Project at Buna Police Station, Wajir County; and
(ii)The Committee further observed that the project received a budgetary provision of
Kshs. l8 million in the FY 2022123.

Committee Recommendation
The Committee recommends that the Accounting Officer should not initiate any new project
in the FY 2023124 until the completion of on-going projects. Further, the Accounting Officer
should liaise with the National Treasury to allocate adequate resources for the completion of
the stalled project.

159. Abandoned Construction Works of Laisamis Police Station
The State Department entered into a contract for erection and completion of Laisamis Police
Station at a contract sum of Kshs. 105,365,412.The contract was expected to take seventy-eight
(78) weeks which was extended to one hundred and sixty-seven (167) weeks and the revised
completion date estimated to be 26 February,2017. However, review of project records provided
revealed that the contractor had abandoned the site without completion of the project and without
any handing over. Further, the project had pending works including; paving, storm water drainage,
landscaping, access road and parking, fencing and borehole.

In addition, on 05 February, 2018 the contractor forwarded a claim of Kshs. 59,239,669 over and
above the contract sum bringing the total cost of the project to Kshs. I 64,605,081 representing a
560/o variation of the original contract sum. Although the matter is under arbitration, the process
has not been concluded and the project remains incomplete. Consequently, the State Department
may not have realized value for money from the project while the stalled building continues to
deteriorate.

Submission by the Accounting Officer
The Accounting Officer admitted that the contractor abandoned site in the year 2017 citing under
funding and delays caused by the sub-contractors. The contractor appraised the pending works at
Kshs. 59,239,669.00 whereas the Project Manager's appraisal was at Kshs. 25,305,098 to which
the Contractor did not agree with.

The Contractor opted for an arbitration process which commenced, however the chief state counsel
in his letter ref. No. MICNG 4/10 dated gthNovember,2O2O to PS Ministry of Interior and Co-
ordination of National govemment advised as follows:

i. The Ministry as the client to steer the process and call for a meeting to address the
gray areas towards resolution of the matter;
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1l The Contractor must of necessity be paid part of the outstanding dues (found to be

due) on the principal of Uberima fides (utmost good faith and trust);
The contractor to withdraw the pending arbitration; and

Clear time frame for completion of the stalled works

The process was ongoing.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to abandoned construction works of Laisamis Police Station was not satisfactory.

Committee Recommendation
The Committee recommends that the Accounting Officer shall within three (3) months of the
adoption of this report, provide the Committee a status report on the arbitration process and
completion status of the stalled works.

160. Stalled Construction of Police Station at Balambala in Garissa County
The State Department entered into a contract for the construction of Balambala Police Station at

an initial contract sum of Kshs. 148,562,371which was revised to Kshs. 179,719,530. The project

commencement date was 14 May,2012 with a contract period of twenty-four weeks (24) weeks.

An audit examination of the project records revealed that although the project was expected to be

completed within twenty-four weeks (24) weeks, it was yet to be completed as at the time of the

audit in December 2021 (nine years later). Consequently, the incomplete building continued to
deteriorate and value for money may not be realized.

Submission by the Accounting Oflicer
The Accounting Officer submitted that the project has stalled resulting to deterioration and lack of
value for money. The project has stalled due to budgetary constraints, this has led to delayed
payments and hence delay in completion of the works. The completion status is at 75o/o and

requires Kshs. 31,157.159.20 to complete the project. This item has been proposed in the budget
proposal for the financial year 202212023.

Committee Observations and Findings
(D The Committee noted that the initial contract sum was revised upwards by
20.9y. which was below the 257o ceiling set under Section 139(6) of the Public
Procurement and Assets Disposal Act,20l5; and
(ii) The Committee further noted that the project had a budget provision of Kshs.
3,155,000.

Committee Recommendation
The Committee recommends that the Accounting Officer should not initiate any new project
in the FY 2023124 until the completion of the on-going project. Further, the Accounting
Officer should liaise with the National Treasury to allocate adequate resources for the
completion of the stalled project.

l6l. Stalled Construction of Nyanza South Headquarters- Migori County
Audit inspection of the State Department's projects in Suna East Sub County in Migori County in

the month of November,202l revealed a stalled project for the construction of Nyanza South
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Headquarters. The project stalled in 1991 and since then the office block has remained incomplete
and as time passes, its structural soundness may deteriorate.

Examination of documents provided for audit indicated that the original contract sum for the
project was Kshs. 609,471,291 and a variation order of Kshs. 92,064,029.63 resulting in a revised
contract sum of Kshs. 701,536,029.63. Details of the payments made to date in respect of the
stalled project were not provided for audit. The certificates issued by works officers supporting
the payment were also not provided. It was therefore not possible to confirm the total amount paid
for the project to date. No explanation was provided for the stalling of the project. Consequently,
the public may not have derived value from the funds already spent on the project.

Submission by the Accounting Officer
The Accounting Officer submitted that the above project stalled in 1991. However, there have
been efforts to revive the project in recent times. It was noteworthy that the office could not provide
documents regarding the project execution because the implementation was being done by the
Ministry of Provincial Administration and Internal Security at the time. The project Manager was
the Ministry of Works Headquarters. This was due to the scope of works.

>The Parliamentary Committee on Administration and National Security visited the project
site on 26th September, 2020 and recommended that the project be revived.
>The Project Manager, Ministry of Works Headquarters did a site visit on 29th September,
2020 and placed the project at 35o/o level completion but did not present the Bills of
Quantities for the outstanding works.
FFurther, another site visit was done Parliament's Departmental Committee on
Administration and National Security by the on 4th December 2021. The following
recommendations were done:-

o A comprehensive status report to be done showing the Bills of Quantities
for the entire project, total project cost, project progress and funds utilized so far.
o A comprehensive Bill of Quantities for the outstanding works and costs to
be done. The works to include the roof and the cost of completion per floor.
o Works for the access road to be quantified and costed and be presented as
part of the outstanding works.
o In a lerter Ref. No. CC/MOW.8/5NOLjllg4 dated 7th December, 2021 a
report was done about the visit and the same forwarded to the County
Commissioner- Migori with two requests:-

i) To assist the office County Commissioner Migori, in the
preparation of the Bills of Quantities for outstanding works
ii) To allocate funds once the Bills of Quantities have been drawn and
approved.

The above recommendations are being followed up to ensure revival of the project.

Committee Observations and Findings
The Committee noted that the Accounting Officer failed to demonstrate efforts towards
revival ofthe project.

Committee Recommendation
The Committee recommends that the Accounting Officer should not initiate any new
projects in the FY 2023124 until the completion of on-going projects. Further, the Accounting
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Officer should liaise with the National Treasury to allocate adequate resources for the
completion of the stalled project.

162. Irregular Procurement - Rehabilitation and Extension of Homa Bay County
Commissioner's Residence
On 7 May 2020, the State department of Interior entered into a contract for rehabilitation and
extension of Homa Bay County Commissioner's residence at a contract sum of Kshs. I I ,500,000.
A Physical verification ofthe project carried out in November 2021 revealed that the rehabilitation
was completed and the project handed over. However, review of the project documents indicates
that the 5%o performance security bond was not secured as required by the contract conditions.

In addition, there was a contract variation amounting to Kshs. 6,496,916 representing 56.4% of
the contract sum and hence raising the total project cost to Kshs. 17,996,916. No evaluation
committee's recommendation on the variation were provided for audit verification.

Further, the variation was beyond the twenty five percent (25%) ceiling set under paragraph 139(6)

of the Public Procurement and Assets Disposal Act, 201 5 and hence would have required a separate

tendering.

Submission by the Accounting Officer
i) Variation of Prices by Kshs. 360,150

The Accounting Officer submitted that the above contract price variation, there was a price

negotiation process after contract award notification which resulted in the signing of form
agreement dated 7th May,2020 at contract price of Kshs. 11,500,000. Copies of notification of
award dated 06105120 and acceptance letter daled 07105/2020 were availed for perusal by the
Committee.

iD Lack of Performance Security Bond of 57o
The Accounting Officer submitted that there was no performance security bond provided. This
was due to time constraint for closure of financial year which was only three weeks away, and

based on proof of pervious similar works by practical completion certificates and financial
statements provided, the contractor was therefore waived the bond but to quickly mobilize
resources for the project. This confidence was further evidenced by this timely completion of the
project.

iiD Variations of Contract by Kshs. 6,496,916.00
The Accounting Officer submitted that the variation of contract at 56oh which was equivalent to
Kshs. 6,496,916 only was due to the following aspects:

i) Changes on building materials different from the ones prescribed in the original
BQS which included versatile iron sheets from pre painted G.30 and more timber for
roofing.
ii) Solar panel heater system.
iii)Fitting and fixing of Curtains for all windows and doors.
iv) Overhead water tower systems.
v) Additional structure, ground and upper floors, at the back elevation.

Above changes, requested by the client to contactor, were therefore realized by project
implementation committee on their second visit. The committee therefore, asked for joint
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measurements of public Works Officer and the Contactor for adoption. This was arguably the best

altemative. If the implementation committee could have failed to adopt the variations, there was a
likelihood fear of the contractor abandoning the site since he had committed his funds to above
mentioned additional works.

Committee Obserryations and Findings
i. The Committee noted that the project was varied beyond the 25"h ceiling set
under Section 139(6) of the Public Procurement and Assets Disposal Act, 2015. This
is a violation of the Law; and

ii. The Committee also noted that the Accounting Officer failed to subject the
contract to general and specific conditions including the confirmation of a
performance security before the contract was entered into.

Committee Recommendation
The Committee recommends the EACC investigates and recommends the possible
prosecution of officers involved in this project, pursuant to breach of Section 176 of the
Public Procurement and Asset Disposal Act,20l5.

163. Stalled Construction of Magunga District Headquarters - Homabay Counfy
The State Department of Interior entered into a contract for the construction of Magunga District
Headquarters offices to accommodate the District Commissioner and other govemment offices on
l5 March,2013 at a contract sum of Kshs. 8,541,416. An interim payment certificate No.1 dated
24 April, 20 I 3 amounting to Kshs. 3,182,280 and release less the first retention money of Kshs.
404,303.75 was subsequently submitted by the contractor. However, review of the project records
and physical inspection carried out in November,202l indicated that no works had been executed
or certified for payment for since 20 I 3, with the project having stalled.

Further, no evidence of budget provision for completion of the project has been done over the
years despite a request made on I 7 May, 201 8 by Suba Sub County Works Officer through a letter
references MOPW/SUB/DHQS/VOLI/15 addressed to the Deputy County Commissioner in Suba
South Sub County. The letter included a cost estimate for the works amounting to Kshs. 12,864,444
required to complete the construction.

No explanation was provided for the stalling of the project for over eight (8) years. In the
circumstances, the project has not been able to achieve its intended objectives. Inconsistencies
between Bills of Quantities and Actual Work Done.

Submission by the Accounting Officer
The Accounting Officer submitted that the inconsistencies between Bills of Quantity and Actual
Work done was a result of work instructions issued by project manager (Public Works) on use of
red bricks intemal walling instead of chiseled natural stone.

i) Stalled Project
The Accounting Officer submitted that the refened project has stalled for over eight (8) years. The
remaining works is estimated to cost Kshs. 12,864,442.20 as indicated in Public works letter Ref
No. MOPW/SUB/DHQS,^/OL.l/15 of 15th May 2018. Funds forthe completion of the project are
being sourced from National Treasury.
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Committee Observations and Findings
(i) The Committee observed that the project had a pending works totaling Kshs.
12,864,442.20 which had exceeded the contract sum of Kshs. 8,541,416; and
(iD The Accounting Olficer failed to provide the Committee with an explanation
on the escalation in price of the project as well as communication with the Treasury for
adequate funds to complete the project.

Committee Recommendation
The Committee recommends that the Accounting Officer liaise with the National Treasury
to allocate adequate resources for the completion of the Magunga District Headquarters in
the FY 2023124. In doing so, National Treasury should carry out an audit on all stalled
projects and submit a report to the Committee within six (6) months after adoption of this
report.

164. Un-Occupied School of Leadership in Kiganjo Police College
The State Department of Interior entered into a contract for the construction of administration
block for the School of Leadership at National Police College Main Campus Kiganjo at a total cost
of Kshs. 96,589,523 but the building is yet to be occupied. Review of the project documents
indicates that the contactor has not handed over the project due non-payment of an outstanding
amount of Kshs. 27,500,000. Further, there was no budgetary provision for the office curtains,
office and auditorium fumiture, office equipment, dining hall furniture and equipment and kitchen
equipment which according to the available records were estimated to cost Kshs. 22,000,000.

Non-payment of amounts due to the contractor may attract unnecessary penalties and interest
raising the cost of the project. Further, the objective of the project may not have been achieved
with the continued non-occupation of the building.

Submission by the Accounting Officer
The Accounting Officer admitted that the construction of the Administration block for the school

ofleadership was completed and due for handing over. However, the office has not been handed

over by the contractor due to non-payment ofoutstanding amount ofKshs. 27,500,000 as tabulated
below:

S/No Particulars Amount (Kshs.)
I Contract Amount 96,589,522.80
2 Paid Approved Certificates 69,089,522.00
., Pending Certificates 27,500,000

During the financial year 202012021, the College was issued with an AIE No. B I I 5534 dated I 7th

February 2021 amounting to Kshs. 25,000,000 which was not funded hence the delay in paying

the contractor.

In addition, the college u,as yet to be allocated funds for the office curtains, office fumiture and

equipment, Auditorium fumiture and equipment, dining hall furniture and equipment and kitchen

equipment estimated to be Kshs. 22,000,000.

Committee Observations and Findings
The Committee observed that the handing over has been delayed due to non-payment of an
outstanding amount of Kshs. 27,500,000 owed to the Contractor.
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Committee Otlservations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to Delay
in Issuance of Passports.

Committee Recommendation
The Committee recommends that the Accounting Officer liaises with the National Treasury
to allocate adequate resources for the procurement ofprinters in order to clear the backlog
ofpassports, in the FY 2023124.

166. Obsolete Visa Stickers in Store
The Directorate of Immigration started issuing e-visa in January 2021 after a successful pilot
phase. However, examination of the Department's records provided for audit indicated that several

PACRepoft on the Exominotion ol the Report ol the Auditor-Genercl on the FinonciolStotements ol Notionol Govenfient lor the fy ended 3Oh lune 2021

94

Committee Recommendation
(i) The Accounting Olficer should within three months (3) of adoption of this report,
liaise with the National Treasury on allocation of adequate resources towards the
ultimate completion and handover of the project to the State Department.
(ii) Within three (3) months upon adoption of this report, the Accounting Officer should
report on the status to the Committee on status of occupation at Kiganjo Police College.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion
165. Delay in Issuance ofPassports
The Directorate of Immigration Service delivery charter indicates that issuance of a passports will
require one to fourteen (1-14) days. However, audit inquiries and review of sampled applications
indicated that the process was taking longer with some cases takings long as six months after the
applications and payments are made. For instance, applications done in the month of March2022
were being booked for biometric capture in August 2022 in Nairobi - more than five months after
application and payments.

Further, there were notable delays in the final printing of the passports after the biometrics had
been taken with some cases lasting for more than six months. This implies that the Department
took up to one year to process a passport against the fourteen days provided in the service delivery
charter. Although management explained the reasons for delay to be due to overstretched printer
capacity, the actual waiting time for a passport is contrary to the Department's service charter.

Submission by the Accounting Officer
The Accounting Officer submitted that there has been delays in securing appointments for
biometrics capture and printing of passports. The delay in securing the appointments for biometrics
capture was caused by reduced appointments per day as a means to ensure social distancing in
passports offices to mitigate the spread of COVID-19. Before enforcing service by appointment
there were long queue of over 1,000 applicants coming to try their luck for an opportunity to submit
applications.

Due to the high demand of passport services the current printers are overstretched. The Directorate
is in the process of procuring High Capacity Printers to mitigate the issue.



visa stickers of different types were still held in stock despite the fact that they have been rendered

redundant. The details are as shown in the table below:

Item Description
Balance in store

As at January 2022
Single Joumey Visa 667.900 667,900
Courtesy Visa Stickers 8.000 8.000

Transit Visa Stickers 46.900 46.900

Multiple Visa Stickers 346.850 346.8s0

No documentary evidence was provided on how the Department intends to dispose-off the visa
stickers.

Submission by the Accounting Officer
The Directorate in 2019 ran out of stock for Single Journey Visa Stickers. This was before
migration to issuing e-Visa online. To mitigate the shortage, the Directorate decided to utilize the
Multiple Visa Stickers until the on-line applications, processing and issuance normalize. The East

African Tourist Visas are still in use manually to enable the three (3) East African Countries of
Kenya, Uganda and Rwanda to account for the sharing ofthe revenue accrued. The Directorate
will however endeavor to dispose of those that are not in use. It is noted that the documents are

security items in nature and require very elaborate disposal method.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
Obsolete Visa Stickers in Store.

Committee Recommendation
The Committee recommends that the Accounting Officer formulates an elaborate disposal
method within one (l) month after adoption of this report. Further, Accounting Officer
should provide evidence of the disposal of the obsolete visa stickers within three (3) months
after adoption of this report to the Committee.

167. Kenya Police Service Stores

167.1 Manual Stores Systems
A physical verification at the Kenya Police Service central stores within Nairobi indicated that
items were purchased centrally from the headquarters and delivered before being distributed to the

other stations throughout the country. It was however observed that the stores system of
maintaining records was manual with a lot of paper work from one section to the next. It was also

observed that stock taking could be cumbersome as the items were kept in various stores and hence

the basic inventory principle of 'First in First Out' may not be applicable.

Considering that the stores are busy with many outlets and dealing in different items, no

explanation was however provided for failure to automate the stores system in order to enhance

controls and increase efficiency.
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Submission by the Accounting Officer
The Accounting Officer submitted that the Department has a system of maintaining records in a

manual system with a lot of manual paper work from one section to the next. The automation is
indeed an essential component for efficient stores management as pointed out in this report.

Plans to digitize Police records including store records are ongoing. Digitization of the stores
records was initiated by the National Treasury vide letter REF:MICNG/PROC/3611 VOLL.11(56)
dated 29thAprll202l ard Ref: TNT/IFMIS/INT/099/A(46) dated lgth April202l which requested
for the nomination of a stores person and submission of the name through their given email address
for their necessary action. The occurrence book has started and to be followed by other records
including stores records/Management. NPS/IG/SEC.lll2ll4lllYOL.lll3 1 dated 1't September,
2021 and date 2ndSeptember,2021.

Committee Observations and Findings
The Committee observed that the process of digitizing police records was ongoing.

Committee Recommendation
The Committee recommends that the Accounting Officer should provide the Committee with
a status report on the digitization of police records within three (3) months after adoption of
this report.

167.2 Obsolete Items in the Stores
Audit Inspection ofthe Kenya Police Service stores indicated that the Service had obsolete stock
in the stores but did not provide the annual asset disposal plan. The inspection revealed bulky and
outdated police uniform clothing material at the stores. The rolls of clothing materials were taking
up a lot of storage space yet they were no longer in use.

Submission by the Accounting Officer
All the obsolete stores at the Service Central Stores have been forwarded to the Assets Disposal
Committee for further action and the Accounting Officer has approved disposal of the same
through burning vide letter Ref. No. MICNG/PROCI2NOL.I(TY) (10) dated 22"d November
2021. The assorted uniform materials have since been dispose of through buming and a certificate
prepared. Further, the outdated police uniform materials is held under safe custody in the stores an
this was as a result of change to the new uniform and has been in use by the Service CMT Section
to make overalls and dust coats for the various formations and field stations across the countrv.

Committee Observations and Findings
The Committee noted the explanation and the supporting documents given by the
Accounting Officer with regards to obsolete items in the Stores.

Committee Recommendation
Within three (3) months of the adoption of this report, the Accounting Olficer should report
on the status of digitization of the Kenya Police stores to the Committee.

168. Safety Concerns in Nyayo House Building
Audit review on records relating to management of Nyayo House building revealed that it does
not have designated toilets and washrooms for persons with disabilities. The washrooms have half
walls adjacent to the doors, which makes it difficult for persons with disabilities using wheelchairs

PAC Repolt on the Exominotion ol the Repon ofthe Audilorcenerclon the Finonciol Stotements of Notionol Governnent lor the FY ended 36h June 2021

96



to access services. The building also lacks accessibility ramp to make it easily accessible to persons

with physical disabilities who may not be able to use the stairs especially and whenever there is

power failures and lifts are not functioning.

Further, firefighting appliances available in the building have not been serviced and tested for a
long time. Some of the fire exits/escape stairways have been sealed off or permanently locked
making them fully inaccessible in case of an emergency. In addition, trees root outside the building
along the drainage lines have not been pruned or uprooted yet they can easily cause damage to the

service lines and cause blockages.

Submission by the Accounting Officer
The Accounting Officer submitted that there are a number of repairs and renovations
recommended by the Principal Secretary State Department for Housing and Urban Development
in November 2019 and following which the County Commissioner Nairobi County requested the
Ministry of Transport, Infrastructure, Public Works Housing and Urban Development for Public
Works Region works office to came up with estimates, which were estimated to Kshs.

244,83 1,860.00 in their report dated l8th January, 2021. Due to the budgetary constraints, this

amount could not be accommodated. However, a number of areas as pointed out have already
been addressed as follows:

i)The Westem end of the roof top was cleared of all the debris by the State Department who
are occupying the 26th floor.
ii) The toilets for people with disabilities are being addressed together with the State

Department responsible. The toilets on 6th floor have already been identified for conversion.
iii) The Regional Commissioner has already informed all the Departments responsible

for these blockages to open and clean all the exits.
iv) The Forestry Services have already given the green light to prune the trees and cut

or uproot those that can cause damage to the service lines and cause blockages.

Arrangements have already been made with County Government officers to undertake this
exercise.
v) The County Commissioner, Nairobi does not have any unserviceable vehicles,

however there are some which are accident vehicles belonging to the Immigration
Department and who have already been advised to deal with them as per the existing
regulations to clear the parking lot.
vi) The rest ofthe repairs are major and require budgetary support from The National
Treasury and therefore efforts are being made to see how best this could be accommodated
within the tight fiscal space.

Committee Observations and Findings
(i) The Committee noted that the toilets for the People with Disabilities were on
the 6th Floor and hence inaccessible; and
(iD The Committee noted the Accounting Officer failed to address why the
firefighting appliances available in the building had not been serviced and tested.

Committee Recommendation
i) The Committee recommends that the toilets for the People with Disabilities
should be relocated to the ground floor;
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ii) The Accounting Officer should within three (3) months after adoption of this
report provide the Committee with a report addressing the safety concerns in the
Nyayo House building as well as the progress made to address the concerns raised in
the audit query.

REPORT ON THE REVENUE STATEMENTS

Basis for Qualified Opinion

169. Long Outstanding Arrears of Revenue
As disclosed in Note 7 to the Revenue statements, the statement of arrears as at 30th June,2021
reflects arrears of Kshs. 673,804,197.00 which includes an amount of Kshs. 453,872,900.00 that
has been outstanding for over two years as detailed below;

Aging analysis - Revenue arrears as at June 30,2021

Description Between l-
2 years

Between
years

,_l
Total

SGB-Security of
Govemment Buildings 85,775,500 l6 I ,052,000 246,827,500

KPS-Kenya Police
Service (Nairobi Area) 517,600 0 517,600

Certiflcate of
conduct (DCI)

good
0 206,527,800

Total 86,293,100 367,579,800 453,872,900

Submission by the Accounting Oflicer
The Accounting Officer submitted that the Statement of arrears of Revenue as at 30th June,2021
reflects Kshs. 246,827,500.00 being outstanding arrears for KRA which was also raised in the
audit report for the period 2019/2020 and the response availed and presented to the Public
Accounts Committee. The said PAC report was adopted by the House on June 9,2022. The amount
of Kshs. 5 I 7,600 in arrears arose due to non-submission of revenue by UBA bank for provision of
service by officers from Makadara sub county police commander SCPC. Ref; C/ORG/2|6NOL
1111136 dated26ll/22 addressed to the permanent secretary interior through the deputy inspector
general Kenya Police Service, hence the outstanding amount for two years.

The Accounting Officer further admitted that the Statement of arrears of Revenue as at 30th June
2021 reflects an amount of Kshs. 206,527,800.00 that has been long outstanding. This issue was
raised in the audit report for the period 201912020 and the response availed and presented to the
Public Accounts Committee. The State Department is currently waiting for the PAC report on the
same.

Committee Observations and Findings
The Committee observed that the issue was discussed during the examination of the State
Department audited financial statements for financial year 2019120.
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Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) ofthe PFM Act,2012.

170. Wrong billing for Integrated Population Registration System (IPRS) Services
As disclosed in Note 2 to the revenue statements, the statement of receipts and disbursements for
the year ended 30th June,2021 reflects actual receipts of Kshs. 10,377,771,441 .00 in respect to
sale of goods and services out of which an amount of Kshs. 119,370,517.00 is indicated as

verification fees.

Govemment agencies were billed for IPRS services during the year under review contrary to the
exemption granted vide The National Treasury letter Ref. No. ZZIMOFSIl015 of 26 June,20l5.
Further, the total amount billed for IPRS services including those from Govemment Agencies was

recorded as verification fees and the amount transferred to IPRS Account. The IPRS billing system
was not able to separate the amount billed for Govemment agencies and those charged to private
agencies. As a result, unearned revenue of undisclosed amount was mistakenly transferred to
revenue account and reported as verification fees.

Consequently, the accuracy of amount of Kshs. 119,370,517.00 reported as verification fees in the

statement ofrevenue for year ended 30th June,202l could not be confirmed.

Submission by the Accounting Officer
The statement of receipts and disbursements and Note 2 to the revenue statements reflects Kshs.
I 19,370,517.00 as verification fees. The department over transmitted Kshs. 42,619,005.00 to CBK
during the year in review above Kshs.76,751,512.00 being the actual revenue collected.

By design of IPRS system by the developer, it is not able to tell apart which entity is Private and

which one is a Govemment Agency and due to this, it has become difficult to segregate the

verifications in order to put aside govemment access from the private verification access which is

chargeable.

In respect of that, the department is in the process procuring services from the system developer
to improve on the workability of the whole system to be able to put a side govemment access from
the private chargeable so as to represent the true and fair revenue collected. Hence, manually the

department is currently not levying the Kshs. 5 (five shillings) on queries done by Ministries and

Government Agencies since the system is unable to recognize them automatically on the returns.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to wrong
billing for Integrated Population Registration System (IPRS) Services.

Committee Recommendation
Within three (3) months of adoption of this report, the Accounting Officer should provide
the Auditor General with a status report on the corrective action done to improve the
workability of the whole system.
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l7l. Manual collection of revenue by civil registration service Department
Examination of records on revenue collection from birth and deaths by the civil Registration
service revealed that the service continued to use manual system in the collection and accounting
for revenue. Further, data for various categories of certificates issued during the financial year
202012021 was not provided for audit review.

As a result it was not possible to confirm the accuracy and completeness of the reported revenue
ofKshs. 118,574,105.00 from registration ofbirths and deaths for the year ended 30th June, 2021.

Committee Recommendation
The Accounting Officer should within three (3) months after adoption of this report provide
the Committee with a report on the rollout of the Civil Registration and Vital Statistics
System (CRVSS).

Other Matter

172. Budgetary Control and Performance
As disclosed in Notes | ,2 and 3 to the revenue statements, the State Department for Interior and
Citizen Services had budgeted for receipts totalling Kshs. 14,239,411,374 in the financial year
202012021 . However, an amount of Kshs. 10,547,501,530 was collected resulting in an under-
collection of Kshs. 3,691 ,909 ,844 or 26oh of the budgeted amounts. Under collection of revenue
adversely affected Exchequer releases, budget execution and the overall performance of the
government programmes.
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Submission by the Accounting Officer
The Civil Registration Service collects revenue using the manual system and this issue was raised
in the audit report for the period 201912020 and the response availed and presented to the Public
Accounts Committee. The State Department is currently waiting for the PAC report on the same.
However, the National registry is domiciled at Hass plaza, which processes applications for births
and death certificates nationally using records manually submitted from all registries operating
country wide. The CRVSS system which is the main system meant to automate the civil
registration operations is cunently not linked to the E-citizen platform except one registry for
Nairobi County domicile at ACK Bishops house.

Considering the registries are currently not automated, the National registry at Hass plaza is limited
in processing clients applications through the online platform (CRVSS) hence not possible to
collect revenue through e-citizen. However, the management is in the process of upgrading and
rollout of the Civil Registration and Vital Statistics System (CRVSS).

Committee Observations and Findings
(i) The Committee noted that the State Department collects revenue from birth
and deaths by the civil Registration service manually and thus is susceptible to leakages
and losses; and
(ii) The Committee observed that the audit issue was discussed during the
examination of the State Department's audited financial statements for FY 2019/20;



Submission by the Accounting Officer
The Accounting Officer submitted that this was due to a challenging operating environment,
compounded by covid- I 9.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regard to
Budgetary Control and Performance.

Committee Recommendation
The Accounting Olficer must ensure programmes are adequately funded and can be

implemented within the stipulated time frame.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
173. 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

NATIONAL COHESION AND INTEGRATION COMMISSION

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
175. There were no material issues noted during the audit of the financial statements of the

Commission.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
176. 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

Conclusion
177. There were no material issues relating to effectiveness of internal controls, risk
management and governance.
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Conclusion
174. There were no material issues relating to effectiveness of internal controls, risk
management and governance.



REPORTS ON THE FINANCIAL STATEMENT

Ms. Safina Kwekwe Tsungu, the Principal Secretary and the Accounting Officer for State
Department of Correctional Services (Vote 1023) appeared before the Committee on 25th May,
2022, to adduce evidence on the Audited Financial Statements for State Department of
Correctional Services (Vote 1023) for the Financial Year 202012021. She was accompanied by the
following officers:

l. Brigadier John K. Warioba
2. Ms. Mary Mbau
3. Ms. Mary M. Ngugi
4. Mr. James M. Nyabochoa
5. Mr. Mwangi Daniel
6. Mr. Philip M. Gathuya
7. Mr. Dan Obiero
8. Mr. Ogutu Leonard
9. Mr. Jackob Ogur

Commissioner General, Prisons
Secretary Probation & aftercare Services
Director HRMD
Director of Planning
Head of Accounting
Senior Chief Finance Officer
Head of Infrastructure and Development KPS
Land Surveyor Kenya Prisons
Logistics Officer Kenya Prisons

And submitted as follows:

178. Inaccuracies in the Statement of Cash Flow
The statement of assets and liabilities reflects balances of Kshs. 45,288,693 and Kshs.
4,123,762,684 in respect ofaccounts receivables and accounts payables, respectively as at 30
June, 2021 .

A comparative analysis of balances reflected in the statement of assets and liabilities revealed
that there were apparent increases of Kshs. 30,586,01 8 and Kshs. 3,99-9,809,5 I 7, respectively
from the previous year's balances of Kshs. 14,702,675 and Kshs. 123,953,167. However, the
statement of cash flows reflects an increase and a decrease of Kshs. 31,176,069 and Kshs.
3,296,042,415 for receivables and payables, respectively. The differences of Kshs. 590,051
and Kshs. 703,767 ,102 for receivables and payables, respectively between the two statements
expected to tally have not been explained or reconciled.

In the circumstances, the accuracy of the increase and decrease of Kshs. 31,176,069 and Kshs.
3,296,042,415 for accounts receivables and accounts payables respectively reflected in the cash
flows for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The State Department's statement of assets and liabilities reflected an increase in accounts
receivable of Kshs. 30,586,018 while the statement of cash flow showed an increase of Kshs.
31,176.,069. The difference of Kshs. 590,051 was as a result of district data that had not been
accounted for at the time of preparation of the financial statements.
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DISTRICT DATA 2020-2021

SN ACCOUNT STATION
AMOUNT
KES

I
0-l 023-l 02300I 20I -0000100I-0604049999-2210101 -
32605301-000

VOI PROBATION 22.900.00

2
0-1023-102300r201 -00001 001-0604049999-2210102-
32605301-000

VOI PROBATION 12,940.00

J
0-1023-1023001 20 I -0000 I 00 l -0604049999-2210201-
32605301-000

VOI PROBATION 4,100.00

4
0-1023-1023001201-00001 001-0604049999-22r030r -
32605301-000

5
0- I 023 - I 023 00 l 20 l -0000 l 00 l -0604049999 -2210303 -

32605301-000
VOI PROBATION

6
0-l 023-1023001201 -00001001 -0604049999-2210306-
32605301 -000

VOI PROBATION 68,000.00

8
WUNDANYI
PROBATION

15,600.00

9
0-1023-l 023001201 -00001 00r -0604049999-2211 102-
32605301-000

WUNDANYI
PROBATION

22,800.00

ll 0- 1 023- 1 02300 l 20 I -0000 1 00 I -0604049999 -221 l20r -
32605301-000

WUNDANYI
PROBATION

94.000.00

t2
0- 1 023- 1 02300 1 20 1 -0000 1 00 I -0604049999 -221 1305 -
32605301-000

WLTNDANYI
PROBATION

r 80,000.00

13
0- l 023 - 1 023 00 I 20 l -0000 1 00 l -0604049999 -2220 | 0 t -
32605301 -000

WUNDANYI
PROBATION

20,000.00

14
0-l 023-0000000000-00001 00r -0000000000-67801 03-
32605301-000

DISTRICT
SUSPENCE

590,051.00

The Accounting Officer admitted that the State Department's statement of assets and liabilities
reflected an increase in accounts payables of Kshs. 3,999,809,517 while the statement of cash flow
showed an increase of Kshs. 3,296,042,415. The difference of Kshs. 703,767,102 is as analyzed
in the table below:

Description Date

Recurrent Cash book balance
30th
2021

06
604,203,522.70

Development Cash book balance
3Oth
2021

06

Contractor Retention monies 08 07 2021 111,183,290.10

Total Amount 727,446,831.70

Unspent AIE surrendered to exchequer 09 112021 23,679,729.70

Balance 703,767,102.00

The amount of Kshs. 604,203,522.70 under recurrent vote was recouped by the exchequer and was

included in the balance of Kshs. 618,325,283.70 as per transfer FT2I2042GKSO dated 23 July,
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VOI PROBATION 37,711.00

112,000.00

0-l 023-1023001201 -00001001 -0604049999-22rrrot -

32605301-000

Cashbook Balance

12,060,018.90



2021 as per the bank statement. This amount was taken by the National Treasury as per the end of
fi nancial year procedure.

The amount ofKshs. 12,060,018.90 under development vote was recouped by the exchequer on
23'd July, 2021 . The retention money of Kshs. I I I ,l 83,290. l0 was not recouped by the exchequer
but is in the general deposit bank account at the central bank of Kenya account number
1000302078.

The balance of Kshs. 23,679,729.70 was surrendered by the State Department to the National
Treasury vide FT2l3l3GF2FF dated 9th November, 2021 from recurrent vote. The management
entity cashbook reflect that the full amount was surrendered to the National Treasury as at the end
ofthe year. The management has availed the annexures as listed and the same have been verified.

The following are the review comments:
o The amount of Kshs. 590,051 related to the expenditures incurred at various
Correctional facilities Countrywide whose supporting documentation and summaries
had not been received at the head office by 30th June 2021 .

o The amount of Kshs. 703,767,102 has been explained and the relevant supporting
documentary evidence has been provided and verified
. The amount of Kshs. 604,203,522.70 related to the cash balance as recorded in the
recurrent accounting procedure.
r Similarly, the amount of Kshs. 12,060,018.90 related to the cash balance as
recorded in the development cashbook. The full amount was surrendered to the
National Treasury as per the end ofthe year accounting procedure
r The amount of Kshs. 111,183,290.10 was amount retained from payments to
contractors for the various projects undertaken by the State Department for
Correctional Services. The amount is still retained at the Central Bank Account number
1000302078
. The amount of Kshs. 23,679,729.70 was the surrender of the funds received after
the closure ofthe financial year but relating to the year under audit.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer as not
satisfactory as reconciliations should have been done on time.

Committee Recommendation
i. The Committee admonishes the Accounting OIIicer for failure to perform duty
bestowed upon the oflice; and
ii. The Accounting Officer must institute internal administrative action and
conduct investigations on these inaccuracies and report to the Committee within three
(3) month of adoption of this report.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

179. Collapsed Perimeter Wall at Shimo La Tewa Prison - Mombasa
The State Department for Correctional Services entered into a contract number
CQS/DI0212012016-2017 with a local contractor for the construction of a perimeter wall at

Shimo La Tewa Prisons - Mombasa at a contract sum of Kshs. 24,850,993 on 4 April, 2017 by
use of restricted tender as approved by the Accounting Officer on 23 January , 2017 .

A letter of notification of award was issued to the contractor who accepted the offer on 3 April,
2017 with the contract signed on 4 April,2017 contrary to Section 135(3) of the Public
Procurement and Asset Disposal Act, 2015 which requires the contract to be signed within the

period specified in the notification of award but not before fourteen days following the

notification.

Further, although the scheduled contract period was a duration of sixteen (16) weeks from 4
May,2017, the actual construction works commenced on 2l April, 2017,the works stalled on
23 December,2017 .lt was later reported that on 24 July,2018 at 1350 hours, 95 meters of the

wall collapsed in the area between watch tower 2 and 3 as a result of which an officer manning
the watch tower 2 at the time sustained injuries.

Although the construction works resumed later, the contractor abandoned the site when the
works were 607o complete hence the project stalled. Records further indicated that the Prisons

Department on several occasions raised concerns about the workmanship of the contractor but

no action was taken by the State Department for Correctional Services or the project manager.

As a result of poor workmanship and delays, another 130 meters of the second perimeter wall
on the southem side collapsed on 25 July, 2021 at I L45 hours as a result ofwhich the security

of the inmates and staff at the facility was compromised.

A site visits in October, 2021 confirmed that the collapsed wall was not reconstructed and the

contractor was not on site. Detailed payments made to date were not provided for audit and

Management has not provided adequate explanations for the anomalies noted.

Consequently, value for money from the expenditure in respect ofthe stalled project could not
be ascertained.

Submission by the Accounting Officer
The State Department for Correctional Services entered into a contract REF No.

CQS/D102/2012016-2017 on 4m April 2017 with Trans border Enterprises Company Limited of P.O.

BOX 6894-00622 Nairobi, for the proposed construction of perimeter wall at Shimo La Tewa

Prisons, Mombasa at a contract sum of Kshs. 24,850,993 and that the award was given before the

lapse of fourteen ( l4) days.

However, the State Department has noted the anomaly and commits to fully adhere to the laid down
procurement laws and regulations in undertaking similar projects and contractual obligation in
future. The State Department intends to retender in order to complete the project and secure the

Prison facility.
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The Accounting Officer admitted that actual construction works commenced on 2l't April, 2017 and
lstcertificate for payment worth Kshs. 16,951,385.68 was raised on 5s May, 2017 by Public Works
in favor of Trans-border Enterprises Company Limited of Box no 68941-00622 Nairobi and paid on
306 June, 2017. Asecond payment certificate of Kshs. 4,970,262.10 was issued by public works and
paid on 02 July, 2017 anda 3'd payment certificate of Kshs. 2,636,410.68 was issued by public works
on lOth October, 2017 andpaid on 26th June 2018.

The wall was constructed up to 60%o completion and there after the contractor abandoned the site on
23'd December,2017. Consequently , on 24h July 2018 at arourd 1350 hours, it was reported that 95
meters of the constructed wall collapsed raising question on the materials used and adherence to the
structural engineer's instructions by the contractor among other issues. The officer, Shimo La Tewa
Prison was instructed by the Commissioner General video signal ref: PRIS 20l92NOL.lll40 dated
25s July, 2017 to pursue the contractor and ensure the collapsed wall is rectified and works done to
the required standards.

The Project Manager later called a site meeting r.r'hich deliberated and agreed that the contractor
repairs the collapsed wall at no extra cost. However, after the reconstruction of the wall, it was later
reported that the reconstructed section appeared weak and needed urgent reinforcement.

It was reported that on 25th July, 2021 at around 1145 hours, another portion of the perimeter wall
under construction which was approximately 130m in the southem side of the Prison collapsed
demolishing a section of inner wall, part of the roof of multipurpose and security watch tower.

The Commissioner General vide office letter REF: PRISS/6/VOL.IY|24 dated 28th July,2O2l
informed the Accounting officer, Cabinet Secretary Ministry of Interior, Works Secretary, State
Department for Public Works, and Regional Works officer, Coast region on the incident and its
subsequent security threat posed to the institution. The Principal Secretary State Department for
public works responded vide office letter ref:BDl18/GEN/VOL.l/83 dated 2nd August,2O2l ard
appointed a team ofengineers to investigate the incidence, provide a report and way forward Though
the team visited the site, no report has been availed.

Owing to the security threat posed by the collapsed wall to the institution which holds high risk
offenders, the Commissioner General vide his various letters ref: PRIS/20I14SA/OL.XIIVI43,
PRIS/I/1s/VOL.rrV130, pRlSt2}tg2NOL.|Dr, pzuS 20^45NOL.Xtln47, PRIS
20l92NOL.lll22 ot diverse dates requested the Accounting officer, State Department for
Conectional Services to reallocate funds from recurrent budget to address the eminent security
challenge. The State Department took precautionary measures by providing an AIE number B
081854 amounting to Kshs. 4,674,425 to cater for emergency repairs on lOth January.,2022.

The management agrees that the wall collapsed after an amount of Kshs. 24,558,058.46 was spent
on the project as shown below:

Date Amount
21st Apil,2017 1 16,951,385.68

02luly,2017 2 4,970,262.10
26th June 2018 J 2.636.410.68

TOTAL
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After the collapse, a team of three officers from the Ministry of Transport, Infrastructure, Housing,
Urban Development and Public Works (State Department for Public Works) appointed by their PS

to undertake a thorough inspection of the collapsed wall has so far not given any report on the
possible causes ofthe failure and subsequent collapse ofthe wall under their supervision. Further
the project manager has not provided a professionally advised to the State Department for
Correctional Services on the way forward on this issue especially with regard to possible

contractual remedies. So far, the wall has not been reconstructed as expected exposing the

Maximum-Security Prison to serious security threat.

Committee Observations and Findings
(D In allowing contractual obligation before the lapse of fourteen (14) days, the
Accounting Officer admitted breach of Section 135(3) of the Public Procurement and
Asset Disposal Act, 2015;
(ii) The Committee observed the serious security risk the inmates and officers
faced; and
(iiD The Committee sought for the name, profile, certificate of incorporation
including the names of directors of the said company which was not availed.

Committee Recommendation
i) The Committee reprimands the Accounting Officer for failure to provide
documents as requestedl
ii) The EACC to investigate the entire procurement process, the public officers
and the construction firms involved in the construction of the perimeter wall at Shimo
La Tewa Prison with a view to prosecution of those involved if evidence permits; and
iii) The National Security Council to take note of the security situation at the
prison and remedy it.

180. Encroachment on Kitale Prison Land
Annex 2 to the financial statements on summary of fixed assets register reflects assets with
historical total cost of Kshs. 2,469,958,224 as at 30 June,2021. However, the balance excludes

undetermined parcels of land spread all over the country whose details of value and ownership

could not be determined. Records maintained by the State Department revealed that Legal Notice
No.359 of 1943 and Legal Notice No.721 of 196l established Kitale Main Prison and Kitale
Medium Prison in a parcel of land measuring approximately 3000 acres and 159.01 acres

respectively.

However, a field inspection carried out in October,2021 at both Kitale Main and Medium Prison

established that out of a total of 3,159.01 prison land, approximately 2,321 .09 acres of the Kitale
Main Prison fbrm land had been alienated and allocated to private individuals, among them senior
govemment officials. Upon request by the State Department, the National Land Commission
(NLC) through a letter dated 13 September, 2018, confirmed that Gazette Notice No.359, declared

the plot in contention as prison land with effect from 1 April, 1943. The illegal alienation of
prison's land has been a subject of litigation. However, the State Department for Correctional
Services did not provide a detailed schedule of the land in dispute. In the circumstances, the

completeness, ownership and security of the State Department's assets of Kshs. 2,469,958,224 as

at 30 June.202l could not be confirmed.
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Submission by the Accounting OIIicer
The State Department stated that as indicated by Audit Inspection Report that the land occupied
by Kitale Main and Kitale Medium Prisons is occupied by a number of people and companies who
acquired the disputed portion of prison land through illegal means thirty years ago. The Gazette
Notice No. 359 of 1943 established Kitale Main Prison on L.R Plot No. 21971212 measuring
approximately 3,000 Acres and Legal notice 721 of 1961 established Kitale Medium Prison
approximately I 59.0 I Acres.

The ownership ofthe two parcels ofland mentioned above has been subject ofcourt cases between
Kitale Prison and other parties. To date approximately 2,321.09 acres of Kitale Main Prison Farm
LR No. KAPKOI/MABONDE BLOCK 1/EX-PRISON-(LR2|97|2|2) have been illegally
alienated and allocated to private individuals.

The Accounting Officer admitted that encroachment and alienation of Kitale Main and Kitale
Medium prison land has led to continued decrease in size of Prisons land. Additionally, the Prisons
may be incapable of carrying out its correctional functions effectively due to encroachment of this
Security / Protected Areas:

a. A comprehensive register of land held by Prison facilities countrywide containing
station name, acreage and status was attached.
b. Kenya Prisons Service has collaborated with the National Land Commission
together with the Ethics and Anti-Comrption Commission to recover the grabbed
parcels of land from encroachers and the cases are ongoing.
c. The Department is in the process of documenting and valuing the Department's
land.

The Prison land measuring2321.09 acres is still in private hands. There are several court cases
conceming this land in which the State Department is represented by the Attorney General's office.
Although there is evidence that the Prisons Department is pursuing the illegally alienated land
through legal means, the land in dispute is still occupied by private individuals and no
determination of the court cases has so far been made on the ownership of the disputed parcels of
land.

Committee Observations and Findings
The Committee observed that the Prison land measuring2g2l.09 acres remains occupied by
private individuals to date.
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Committee Recommendation
Within three (3) months upon adoption of this report, the Accounting Officer MUST use
lawful measures to ensure those private individuals vacate the prison land and report to the
Committee.

181. Leased and Grounded Ambulances
A field inspection conducted in October, 2021 revealed that, several leased ambulance vehicles
deployed to various stations were grounded due to various mechanical problems. It was noted
that the dealer takes unnecessarily long to respond to requests for repairing/replacing the
vehicle spare parts after being notified by the Prison's Management resulting in
inconveniences to the stations in case ofan emergency.



The Principal Secretary State Department for Correctional Services wrote a letter reference
number CONF/MOF/l5l04lH/(49) on 25 June, 2018 to the Chief Executive Officer, URYSIA
Kenya Ltd raising concems on non-maintenance of Kenya Prisons ambulances. The
Management of URYSIA Kenya Ltd did not address the issues. Further, the State Department
did not pursue the matter thereafter resulting to lack of critical ambulance services in most
Prisons despite the existence of a valid lease agreement between The National Treasury and

URYSIA Peugeot Company.

In the circumstances, the inefficiencies may affect service delivery due to the loss in the use of
the contracted services.

Submission by the Accounting Oflicer
The State Department for Correctional Services received 30 (thirty) Peugeot Boxers Ambulances
in Phase III lease programme in the year 2016 and distributed them to various stations across the

Country to be utilized for inmates' medical emergencies.

The Lease agreement was signed between the National Treasury (Leasing agent) and URYSIA
Peugeot Company to provide efficient emergency operational services. The ambulances needed
prompt routine maintenance which the Service provider failed to undertake as part of his lease

obligation. Consequently, Kenya Prisons Service vide our office letter ref: Tl2NOL.l)0146 dated

20'h June,2018 submitted an array of complains to the National Treasury on the lack of prompt
maintenance of the Leased Ambulances by URYSIA Peugeot Company which had been awarded
contracts to maintain the vehicles.

On 25th June, 201 8 The Principal Secretary to the National Treasury vide a copy of his letter Ref.

CONF/I\4OF/15104/Hl(49) dated 25th June 2018, addressed to Chief Executive Officer, URYSIA
Kenya Ltd and copied to the Commissioner General of Prisons raised complaints on non-

maintenance of the Prisons ambulances. The letter by the National Treasury was not responded to
by URYSIA Kenya Ltd.

On 25th October, 202l,the Commissioner General of Prisons wrote to the company requesting that

the ambulance vehicles that had been grounded at their yard be repaired and handed over to Prisons

to ensure continuity of ambulance services in Prison institutions vide office letter PRIS/3/13/VOL
V/35 dated 25th October, 2021, but the letter has not been responded to by URYSIA Kenya Ltd to
date.

The National Treasury and Arysia Kenya Limited who are the contracting parties have not sorted

out the issue of the defective Peugeot Ambulances yet the Kenya public continues to pay for the

Iease.

Committee Observations and Findings
(i) The Committee noted that there was lack of a clear and effective
communication channel between the Kenya Prisons Service and Urysia Kenya Ltd
for reporting and addressing maintenance issues; and
(ii) The Committed noted that the inefficiencies by Urysia Kenya Ltd may affect
service delivery due to the loss in the use of the contracted services.
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182. Excessive Stocks of Uniform Material (Cloth) in Store
The Prisons Department procured green barathea ceremonial fabric in the year 2016 at a cost of
Kshs. 19,125,000. Audit verification conducted on l0 September,202l revealed that, fabric worth
Kshs. I 5,674,212.50 representing 82 %o of the total value of the material procured were still in stock
and only fabric worth Kshs.3,450,787.50 had been issued for the intended purpose.

The continued storage ofthe excessive fabric may lead to losses from obsolescence and exposure
to vagaries of weather.

Submission by the Accounting Olficer
The State department stated that 15,000 metres of Barathea material was procured in 2016 which
could only be issued to 4,285 officers whereas the Service had provisioned to issue to all officers
(24,000). The Barathea material is utilized for stitching prison officers' ceremonial uniform. Each
officer is required to be issued with one pair of ceremonial uniform. This prompted the Service to
store the material while waiting for procurement of the balance in order to meet the needs.
However due to budgetary constraints, the Service was unable to acquire the balance of the
material.

A total of 2,706.5 metres had been issued at the time of the audit to officers participating in the
National and Intemational events, Burial ceremonies of deceased officers and emergency
purposes. A total of 9,462.5 meters has been issued to Prison stations through the regional quarter
masters to be issued on a need basis. Instances have arisen that have necessitated the Prison service
to issue 649.5 meters of the materials to individual officers to attend to special events.

The balance of the material held at the Prison Headquarters quartermaster is 2,181.5 meters. The
Prison Service has explained with evidence the circumstances under which the green Barathea
material was kept in the store for a long time without issuance to the needy officers. Further, the
green Barathea material found in the store has been distributed to various Prisons through their
Regional Masters. There is only a balance of 2,187 .5 metres retained to cater for emergencies like
clothing ofdeceased officers during their burial as that is a requirement.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with
regards to Excess Stocks of Uniform Material (Cloth) in Store was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
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Committee Recommendation
The Committee recommends that the Accounting Officer through the National Treasury
should review the lease agreement between Urysia Kenya Ltd and the Government and
report to the Committee within three (3) months after adoption of this report with a view to
establish its value for money.



183. There were no material issues

management and governance.
relating to effectiveness of intemal controls, risk
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Ms. Teresia Mbaika, the Principal Secretary/Accounting Officer for the Department of Devolution
appeared before the Committee on 23'd May 2023 accompanied by the following officers: -

6. STATE DEPARTMENT FOR DEVOLUTION - VOTE IO32

REPORT ON THE FINANCIAL STATEMENTS

1. Ms. Mary Mwiti

2.

4.

5.

6.
7.

8.

9.

10

11

12

l3

Mr. Amos Omari
Mr. Moses M. Macharia
Ms. Joyce Chepkoech
Ms. Beatrice K. Kahiu
Mr. George Oyugi
Mr. Okopo Makoriwa
Mr. Marvice Ogola
Mr. Leonard Ngotho
Mr. Alfolso Munyali
Ms. Osian Margaret
Mr. Patrick Karanja
Mr. James Kamau

Chief Executive Officer, Council of
Governors
Assistant Accountant General
Principal Accountant
Head of Fisheries Accounting
Head, Supply Chain Mgt. Services
Principal Finance officer
Head of Accounts
Ag. Director, Policy and Research
Director, HRD.
Ag. Devolution Secretary
Deputy Director, Devolution Affairs/ PA
Ag. Director, Intergovemmental Relations
Head, Supply Chain, COG.

and the following matters were deliberated;

Basis for Qualified Opinion

184. Compensation of Employees
As disclosed in Note 3 to the financial statements, the statement of receipts and payments reflects
compensation of employees' balance of Kshs. 291,548,253 out of which an amount of Kshs.
178,484,023 and Kshs. 113,064,231 paid as basic salaries and part of personal allowances,
respectively. However, examination of payments made through the Integrated Personnel Payroll
Database (IPPD) system indicates that an amount of Kshs. 163,104,904 and Kshs. 128,019,802
were paid as basic salaries and other personal allowances resulting to a difference of Kshs.
15,379,1l9 and Kshs. 14,955,571 respectively. Consequently, the accuracy of compensation of
employees' balance of Kshs. 291,548,253 reflected in the statement of receipts and payments for
the year ended 30 June,2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Ministry in the financial year 202012021 paid Kshs.
291 ,548,253 as compensation of employees.

The National Treasury allocates a consolidated estimate for Personnel Expenditure in every
financial year. From this the State Department allocates its estimated expenditure for both basic
salary and personnel allowances in the IFMIS system.

In the financial year 202012021 the state department had a shortfall for personnel emoluments
amounting to Kshs. 27.44 million as communicated to the National Treasury via letter ref:
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MDP/DD/FINA/OLVI (13) dated 1 lth May 2021 on submission of Supplementary Estimates no.

2 for FY 202012021-vote 1032. This was occasioned by staffchanges within the year as a result
of promotions, appointments, transfers which were not anticipated during the budget tbr salaries

and allowances in the beginning of the financial year.

However, there was a mismatch between the allocation for basic salaries and personnel allowances
in the budgetary allocation in the Supplementary No.2. This led to under allocation for basic

salaries and over allocation under personnel allowances

TheoverexpenditureofKshs. l4,g55,5Tl onpersonnelallowanceswasduetoextracostsunder
basic salaries which was paid under personnel allowances. The allocation for basic salaries in the

budget was inadequate by Kshs. 15,379,119 hence the extra was charged under personnel

allowances.

Ontheotherhand,theoverexpenditureofKshs. 15,955,571onthepersonnel allowanceswasdue
to extra costs under basic salaries which was paid under allowances as vote for basic salaries had

been exhausted. The Ministry however was within the budget allocation under overall expenditures

for salaries and allowances.

The Accounting Officer further submitted that staff transfers of different cadres brought the

distortion but they never exceeded the budget.

Committee Observations and Findings
The Committee noted that the Accounting Officer failed to reconcile the ligures for ease of
understanding the shortfall particularly on basic pay and personnel allowances.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to perform duty bestowed

upon the office.

185. Use of Goods and Services
As disclosed in Note 4 to the financial statements, the statement of receipts and payments reflects

use of goods and services balance of Kshs. 877,989,107. Examination of records revealed the

following:

185.1. Refund of Ineligible Expenditure
The balance includes an amount of Kshs. 760,645,302 in respect of other operating expenses.

which further includes an amount of Kshs. 388,689,253 as refund to the World Bank, being project

funds found to have been ineligible after World Bank review. The amount was meant for financing

Western Kenya Community Driven Development and Flood Mitigation Project under Credit

No.4287-KE.

An in-depth review by World Bank report submitted in March, 2017 to the Government revealed

potentially ineligible expenditure amounting to Kshs. 388,689,257 affecting sixty-one (61)

contracts evidencing probable fraud through submission of forged documents, such as bid

securities, performance bonds, National Construction Agency registration documents, tax

compliance as well as falsified prior working experience. A further nineteen (19) contracts had

significant red flags offraud and corruption, while fifty-four (54) contracts exhibited red flags of
fraud but with significant gaps in the available evidence. Management has not explained how the
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ineligibility occurred and what action it has taken to ensure the culprits face consequences or how
it intends to recover the amounts

Submission by the Accounting Officer
The Accounting Officer submitted that Westem Kenya Community Driven development and
Flood Mitigation project was funded by the World Bank and was under the then Ministry of Special
Programmes. The project implementation period was between August 2007 and March 2016. The
residual functions of the Ministry of Special Programs were transferred to the Ministry of
Devolution through re-organization of Govemment in May 2016 as per the Executive Order no. I
of May 2016.

In August 2019, the World Bank carried out an in-depth review of the program which identified
ineligible expenditure amounting to Kshs. 388,689,253.37. The World Bank wrote to the National
Treasury to refund the above amount by end of January 2021 in order to forestall any remedial
action by the World Bank against the Govemment of Kenya.

The National Treasury wrote to the State Department via letter ref Dy IES 1032120/01 A ( l4) dated
7th January 2021 instructing the Ministry to rationalize its budget to cater for refund to World Bank
Kshs. 388,689,253. The Ministry requested for additional funding to cater for this refund which
was subsequently provided through Supplementary I in FY 202012021 and the refund was paid in
May 2021.

The World Bank report was not forwarded to the Ministry for implementation of its findings but
it was to the National Treasury. The Ministry requested the National Treasury to share the status
of implementation of this report.

Committee Observations and Findings
The Commiffee concurred with the OAG that this was fraud.

Committee Recommendation
i) The Accounting Officer should initiate disciplinary action on oflicers involved
within one (l) month after adoption of this report;
ii) The EACC investigates the matter with a view of recommending for
prosecution those involved.

Submission by the Accounting Officer
The Accounting Officer submitted that the payment vouchers under domestic travel and
subsistence were not verified during audit review exercise. This was because the payment vouchers
were erroneously filed in different economic items amongst other payment vouchers that were
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185.2. UnsupportedExpenditure
Further, the balance of Kshs. 877,989,107 constitutes an amount of Kshs. 12,021,546 under
domestic travel and subsistence out of which a balance of Kshs. 1,301,000 could not be confirmed
as payment vouchers and other supporting documentation were not provided for audit review. In
the circumstances, the propriety of the expenditure of Kshs. 389,990,253 included in use of goods
and services balance of Kshs. 877,989,107 for the year ended 30 June, 2021 could not be
confirmed.



Consequently, the propriety and accuracy ofthe transfers to other Government entities expenditure

of Kshs. 6,025,570,831 included under transfers to other Government entities balance of Kshs.

7,434,223,946 for the year ended 30 June, 202 I could not be confi rmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Ministry of Devolution had been implementing a four-
year World Bank program (Kenya Devolution Support Program) to support County Govemments

in capacity building and investment grants.

In the year 202012021 Kshs. 2.1 l5 billion was disbursed to all the forty-seven county governments

in February 2021 from the National Treasury into the County Revenue Fund Accounts as level I
capacity building grants. This was achieved as a result of disbursement linked indicator no. 7 on

development of capacity building plans for FY 202012021 and implementation of previous

Capacity Building plans.

The Accounting Officer also submitted that the Ministry has so far received confirmations of
receipts of the stated funds from nineteen 19 County Govemments while 28 counties have not
responded. The Ministry have written reminders and made contacts with the relevant officers at

various county govemments, but still waiting for full compliance.

Further, Kshs. 4.6 billion was disbursed from the State Department in July 2021 as level 2
investment grants following performance assessment done by the Ministry. Thirty-eight county
govemments (38) met Minimum Access and Performance Conditions. The Ministry has received

confirmations ofreceipts ofthe stated funds from 27 counties for level I grants and l5 counties

for level two grants.
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provided to the auditors for review. However, the documents have since been retrieved provided
to the auditors.

Committee Observations and Findings
The Committee noted that the Accounting Olficer failed to submit the necessary information
during the audit period as provided for under Section 62 of the Public Audit Act, 2015 and
Section 68 (2) of the PFM Act 2012.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to perform duty bestowed
upon the office.

186. Unsupported Transfers to Other Government Entities
The statement of receipts and payments reflects a balance of Kshs. 7,434,223,946 in respect of
transfers to other Govemment entities which, as disclosed in Note 5 to the financial statements,

includes an amount of Kshs. 4,600,000,000 being Kenya Devolution Support Programme transfers
to thirty-eight (38) counties as level 2 investment grants following achievement of disbursement
linked indicators, meeting the minimum access conditions and also minimum performance

conditions. However, only five (5) counties confirmed having received the funds totalling to Kshs.

689,429,l63,leaving a total of Kshs. 3,910,570,837 from thirty-three (33) counties not confirmed.
Further, the balance includes an amount of Kshs.2,115,000,000 which was transferred directly to

the counties by The National Treasury for the Kenya Devolution Support Program and which was

not supported with retums from the recipients to confirm receipt of the funds.



The Accounting Officer clarifred that the State Department is following up with the remaining
counties on the submission of confirmation of the receipt of the grants. The Ministry has sent letter
to remind the remaining counties to submit the returns.

The Accounting Officer further submitted that the programme design meant that County
Governments take responsibility for service delivery and value for money while the Department
only takes responsibility that funds are mobilized within timelines and also provide technical
support.

In addition, the Accounting Officer submitted that the programme achieved its objectives despite
challenges particularly fi nancial.

Committee Observations and Findings
i' The Committee inquired why the agency was not releasing funds based on the
Ievel of programme implementation by counties. It was further noted that the
programmes were done in 2021 but the letters were done in 2023;

ii. The Committee observed that there was no evidence by the counties on
whether they received the funds added to the fact that there is no M&E provided to
gauge the impact of the programme to countiesl

iii. The Committee noted that the programme was a loan to GoK from the World
Bank but a Grant to counties;

Committee Recommendation
Within three (3) months after adoption of this report, the Accounting Officer should institute
administrative measures to ensure Counties develop reporting structures on grants received
and its utilization.

187. Unsupported Acquisition of Assets
As disclosed in Note 7 to the financial statements, the statement of receipts and payments reflects
a balance of Kshs. 10,335,141 in respect of acquisition of assets out of which an expenditure of
Kshs. 7,649,441 was not supported with verifiable audit evidence. Consequently, the accuracy and
completeness of the expenditures amounting to Kshs. 7,649,441 included under acquisition of
assets balance ofKshs. 10,335,141 for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Ministry spent Kshs. 10,335,141 under acquisition of
assets out of which Kshs. 7,649,441 was spent under feasibility studies, research, project
preparation and project supervision. The expenditure was incurred towards research on UNDP
project in the ministry-consolidating gains in devolution in Kenya.

The Accounting Officer also submitted that as per the Intemational Public Sector Accountants
Standards Board (IPSASB) financial statement reporting framework, the expenditures incurred
under feasibility studies, research, project supervision and design are classified under acquisition
of assets copy of the financial reporting template. However, the assessment report for the work
done under research and project preparation have been availed to the auditors for their review.
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Committee Observations and Findings
The Committee noted that the Accounting Oflicer failed to submit the necessary information
during the audit period as provided for under Section 62 of the Public Audit Act' 2015 and
Section 68 (2) ofthe PFM Act 2012.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to perform duty bestowed
upon the office.

188. Inaccuracies in Cash and Cash Equivalents
As disclosed in Note 8A to the financial statements, the statement of assets and liabilities reflects

cash and cash equivalents balance ofKshs. 204,845,006. The balance includes bank balance of
Kshs. 202,959,524 which further includes project account balance of Kshs. 7,424,401. However,

review of records indicated that the opening balance for Instruments for Devolution Advice and

Support (IDEAS) Project Account is reflected as Kshs. 13,595,445 while the cash book reflected

an amount of Kshs. 13,124,323 resulting to an unexplained difference of Kshs. 471,122. Further,

thebankreconciliation62statementfordepositaccountwithabalanceofKshs. 13,561,548was
not provided for audit review. Consequently, the accuracy and completeness ofthe cash and cash

equivalents balance of Kshs. 204,845,006 as at 30 June,202l could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that at the beginning of the FY 202012021, the bank balances

under IDEAS project was Kshs. 13.,595,445. The opening balance in the cashbook was Kshs.

13,)24,323. The difference being payments posted in cash book as at closing period of 30th June

2020 and the bank statement of July 2020.

The difference of Kshs. 471,122 was a reconciling item in the bank reconciliation statement of
June 30s 2020. However, reconciling figures were cleared in the reconciliation of July 2020.The
bank reconciliation ofthe deposit account was provided to the auditors for verification.

Committee Observations and Findings
The Committee noted that this was bank reconciliation issue that should have been done on

time.

Committee Recommendation
i. The Committee admonishes the Accounting Officer for failure to perform duty
bestowed upon the office; and
ii. Within three (3) months upon adoption of this report, the Accounting Officer
must institute internal administrative action and conduct investigations on these

inaccuraries and report to the Committee.

189. Unaccounted for District Suspense Account
The statement of assets and liabilities reflects an accounts receivables balance of Kshs. 59,820,046

which, as disclosed in Note 9 to the financial statements, constitutes salary advances and district
suspense account balance of Kshs. 165,226 and Kshs. 59,654,820, respeclively. However, the

latter relates to Authority to Incur Expenditures (AIEs) issued to various County Commissioners

for the transportation ofrelieffood to the beneficiaries to the Sub-county level. The amounts could

not be confirmed as no documents in form of returns were provided for audit review, to explain

the requisition process, evidence of receipt by the respective recipients and the usage. Under the
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Submission by the Accounting Officer
The Accounting Officer submitted that in the State Department's reported statement of assets and
liabilities an amount totaling Kshs. 59,820,046 was reported as District suspense. This amount
relates to AIEs issued to various county commissioners for transport of relief food to the
beneficiaries in the Sub County level.

The AIEs are accounted for at the end ofthe year by recognizing the resultant expenditure as per
expenditure retums. The State Department has made several efforts by writing letters to the
Principal Secretary, Interior towards submitting the Expenditure retums. So far the State
Department has received retums totaling to Kshs. 26,083,360.00 from the County Commissioners
and Deputy County Commissioners (DCCs) and more returns are expected.

The State Department is still engaging the Ministry of Interior and National Coordination for
submission of the remaining expenditure returns tbr the tunds disbursed, received and expended
by the DCCs.

Committee Observations and Findings
i. The Committee observed that the Accounting Officer has not put enough
effort to have this issue resolved; and

ii. The Committee noted that the Accounting Officer failed to submit the
necessarT information during the audit period as provided for under Section 62 of the
Public Audit Act, 2015 and Section 68 (2) of the PFM Act 2012.

Committee Resolution
The Committee reprimands the Accounting Officer and directs that within one (1) month of
the adoption of this report, avail the names of the Depufy Commissioners who have not made
expenditure returns.

190. UnsupportedAccountsBalances
The statement of assets and liabilities reflects account payables balance of Kshs. 20,985,949
which, as reflected in Note l0 to the financial statements, is made up of deposits and IDEAS
balances of Kshs. 13,561,548 and Kshs. 7,424,401 , respectively. However, there were no details
and breakdown provided to support the balance ofKshs. 13,561,548. Consequently, the accuracy
and validity ofthe accounts payables balance ofKshs. 13,561,548 as at 30 June,202l could not
be confirmed.
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circumstances, the accuracy and existence of the reported accounts receivables balance of Kshs.
59.,820,046 as at 30 June,202l could not be ascertained.

Submission by the Accounting Olficer
The Accounting Officer submitted that the deposit account of the state department had a closing
balance of Kshs. I 3.561 ,548 comprised of retentions from contracts which had not been claimed,
and provided an analysis ofthe amounts in the deposit account.

Committee Observations and Findings
The Committee noted that the Accounting Officer failed to submit the necessary information
during the audit period as provided for under Section 62 of the Public Audit Act, 2015 and
Section 68 (2) of the PFM Act 2012.



Committee Recommendation
The Committee reprimands the Accounting Ollicer and directs that within one (l) month of
adoption of this report, he prepares and submits supported account balances to the
Committee.

l9l. Inaccuracies in Pending Bills
Note 16. I and Note 16.2 - other important disclosures in the financial statements reflects pending

bills totalling to Kshs. 385,782,680 which comprise of Kshs. 47,513,967 and Kshs. 338,268,713
in respect of pending accounts payables and other pending payables, respectively. However, the
opening balance for other pending payables of Kshs. 338,268,713 differs with the balance of Kshs.
3,268,178,016 reflected in the audited financial statements for the previous year by Kshs.

2,929,909,303 which had not been reconciled. Further, Management did not provide documents to
support the amount stated in the financial statements by a schedule showing how the prior year's
pending bills were paid and their current status or provide an explanation for the non-payment of
the pending bills. Consequently, the accuracy and validity of pending bills totalling to Kshs.

385,782,680 could not be ascertained.

Submission by the Accounting Officer
The Accounting Officer submitted that the Ministry in the FY 202012021 reported pending bills
amounting to Kshs. 338,268,713 and Kshs. 3,268,178,016 for FY 201912020. The Kshs.

2,929,909,303 relates to historical pending bills of contribution in lieu of rates owed to former
defunct local authorities. During the verification of historical pending bills in the FY 202012021,
the Kshs. 2,929,909,303 for Contribution in Lieu of Rates (CILOR) could not be adequately
supported by documentary evidence e.g. demand notes, invoices.

The treasury therefore advised the Ministry to consider write off of the pending bills vide letter ref
AG3l87llNOL.V(69) of February 2020.\t is out of this advisory and lack of adequate support

documents for the pending bill that the ministry dropped the Kshs. 2,929,909,303, CILOR debt
pending further verifi cation.

The National Treasury subsequently formed a Technical Committee composed of National
Treasury, Ministry of Devolution, IGRTC, Council of Governors, Controller of Budget,

Commission for Revenue Allocation (CRA), Ministry of Lands, to carry out in-depth verification
of CILOR claims and give a report. The Technical Committee issued its report in November 2022

where the revised CILOR owed to County Governments was verified as Kshs. 13,119,281,744.

The State Department is in consultation with the National Treasury and intends to report the

revised pending bill for CILOR of Kshs. 13,119,281,744 in the FY 202212023. The Accounting
Officer further submitted that the National Treasury after receipt of the Technical Committee
report wrote a cabinet memo recommending to the Cabinet for approval of the payment of the new

CILOR debts to the county govemments. The treasury is still awaiting Cabinet resolution on the

matter before giving way forward on the payments.

Committee Observations and Findings
i. Writing off the debt must have a no objection from the National Treasury
which in this case was not availed; and

ii. The Committee noted that the State Department took over from the defunct
local authorities.

I
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Committee Recommendation
Within three (3) months upon adoption of this report, the Accounting Officer avails an
analysis on the amount of Kshs. l3 billion to the Committee.

Other Matter
192. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on Financial
Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and Report on
Effectiveness of Intemal Controls, Risk Management and Govemance. However, the Management
has not resolved the issues or given any explanation for failure to adhere to the provisions of the
Public Sector Accounting Standards Board templates and The National Treasury's Circular
RetAG.4/16/2 Y ol.3(72) dated 30 June, 2021.

Submission by the Accounting Officer
The Accounting Officer submitted that the Ministry appeared before Parliamentary Accounts
Committee (PAC) in May 2022 fbr the audited accounts and Auditor General's report for F/Y
201912020. PAC has subsequently issued a report for implementation by the Ministry, and the
Accounting Officer provided an implementation status report for the PAC recommendations.

Committee Observation and Findings
The Committee observed that the issues were discussed during the examination of the State
Department audited financial statements for financial year 2019120,

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act,20l2.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
193. Irregular Payment of Demurrage Charges

As disclosed in Note 4 to the financial statements, the statement of receipts and payments reflects
use of goods and services balance of Kshs. 877,989,107 which includes an amount of Kshs.
760,645,302 in respect of other operating expenses. The balance includes an amount of Kshs.
75,560,800 which was paid through the Government Clearing Agency for onward payment to a
company as demurrage charges arising from long delay in returning empty containers that had
been used to deliver relief food supplies from the Government of the People's Republic of China
and which could have been avoided had proper planning measures been put in place.
Consequently, the value for money for the expenditure of Kshs. 75,560,800 paid for demunage
charges could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted in2017 the President declared drought a National disaster in
Kenya. This prompted the Govemment to put in place various measures to respond to the drought.
As a result, Kenya also received humanitarian assistance from the United Nations, Non-
Governmental organizations and rice donation from the People's Republic of China in 2018 worth
Kshs. 1.2B in 300 containers.
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All the logistics of the rice donation was done by the State Department. The rice donation came

into the country through Maersk shipping line which facilitated logistics from China to Mombasa.
The Govemment was expected to clear the various rice consignments and further distribute it to
the needy populations.

The State Department for Devolution received the donated rice worth Kshs. 1.2 billion from the

Chinese Government in 300 containers. The containers once at the port attracted daily demurrage
charges on which accumulated a bill of USD 3.2 million (Kshs. 323.2 million).

At the time of receipt of the donations the State Department did not have budget for clearing of
the demurrage charges, however the Ministry requested for funding from the National Treasury to
clear the demurrage charges. The State Department negotiated with Maersk shipping Line Ltd and

the debt was reduced to USD 700,000 (Kshs. 75.7 million). The Ministry was subsequently
allocated funds in the Supplementary I budget of FY 202012021, and the payment was eventually
made to clear off the debt.

Committee Observations and Findings
i. The Committee noted the irregularify in expenditure of Kshs. 75 million;
ii. The Committee observed that the containers were at the port from 2018 to

2021.

Committee Recommendation
i. The Committee admonishes the Accounting OIIicer for failure to perform duty

bestowed upon the office; and
ii. The EACC conducts investigations on the expenditure of Kshs. 75 million with

a view ofpossible prosecution ofthose involved.

194. Non-Compliance with the Public Procurement and Asset Disposal Act, 2015

The statement of receipts and payments reflects use of goods and services balance of Kshs.

877,989,107 under use of goods and services which, as disclosed in Note 4 to the financial
statements, includes an amount of Kshs. 3,049,735 in respect of routine maintenance - vehicles

and other transport equipment which further includes an amount of Kshs. 600,000 issued to an

officer as standing imprest. Examination of supporting documents revealed use of imprest to make
purchases that did not meet the thresholds for low-value procurements through carrying out
procurement work that should ordinarily could have been done by procurement professionals and

for activities which had not been included in the approved procurement plan. This was contrary to

Section 107(a) of the Public Procurement and Asset Disposal Act,2015 which provides that items

procured on low value method are those items that are not procured on a regular or frequent basis

and are not covered in framework agreement. Consequently, Management was in breach of the

law.

Submission by the Accounting Olficer
The Accounting Officer submitted that one of the mandate/functions of the State Department is to

carry out capacity building in the counties. This involves regular travels to the County

Govemments for capacity building and Monitoring & Evaluation of County Projects. Sometimes

vehicles breakdown while transporting officers in the field, this forces the State Department to

incur costs on emergency repairs.
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The Accounting Officer noted that the State Department currently has a fleet of old vehicles which
are susceptible to frequent break downs. Due to budgetary constraints the State Department has
been gradually replacing the fleet of old vehicles. The following is a summary of the number of
vehicles and year of manufacture:

S/N{o. Year
Man ufactu re

of No.
Vehicles

of

I 1999-2006 t0
2 2007-2016 13

J 2016-2020 5

TOTAL

Committee Observations and Findings
The Committee noted that the Accounting OIIicer flouted the Section 107(a) of the Public
Procurement and Asset Disposal Act, 2015.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to adhere to procurement
laws as required by Section 176 of the Public Procurement and Asset Disposal Act,20l5.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion

195. Lack of Fixed Assets Register
Annex 3 - Summary of fixed assets register in the financial statements reflects assets with a
cumulative historical cost of Kshs. 64,116,320 as at 30 June,202l, However, the Department did
not maintain a fixed assets register as required under Regulation 143 of the Public Finance
Management (National Govemment) Regulations,20l5 and The National Treasury Guidelines as
per Circular No. 5/2020 dated 25 February, 2020, which required all public entities to maintain a
comprehensive register to protect public assets. Consequently, the existence ofan effective assets
management system capable ofsafeguarding and ensuring proper custody ofthe assets could not
be established.

Submission by the Accounting Officer
The Accounting Officer submitted that as at 30'h June, 2021 the State Department did not have a
Fixed Asset Register. However, the department has initiated the preparation of its inventory of
assets and has consequently started formulation of a Master asset register and work in progress.

In view of the foregoing, Motor vehicles lacking logbooks will be subjected to mechanical
department for valuation so as to be able to depreciate or get a value for the motor vehicle and
equipment. Other equipment lacking documents will also be subjected to the same process of
valuation so as to finalize with the asset register fully.

Committee Observations and Findings

I

PAC Repo/t on the Erofiinotion of the Repoft olthe Auditor-Genercl on the Finonciolstotements ol Notionot covehment lot the Fy ended 3C^ June 2O2t

722

28



i. The committee noted that the State Department had started preparing the
fixed assets register in 2023 as the Department did not have an asset ..gi.t., in p'iace;
and

ii. The Committee observed that the Accounting Officer failed to meet the meet
the requirements of Regulation 143(l) of the pFM (National Government)
Regulations,20lS by not providing an assets'register to support the assets valued at
Kshs. 64,116,320.

Committee Recommendation
Within three (3) months after adoption of this report, the Accounting officer should ensure
that a complete fixed asset register is maintained pursuant to Regulation 143(l) of the pFM
(National Government) Regulations 2015. Further, the complet*e asset register should be
availed to the Committee for verification.

196. Lack of Audit Committee and pubric Finance Management Standing
Committee

The State Department did not have an independent Audit Committee and public Finance
Management Committee as required by Regulations 174(l) and l8(l) of the public Finance
Management (National Govemment) Regulations,20l5 respectively. An Audit Committee forms
a key component in the governance process by providing an independent expert assessment ofthe
organization's activities, quality of the risk munag"-eni, financLl reporting and management to
the top management, while the Public Financi M*ug"-ent Sta;ding 

-Committee-provides

strategic guidance to the entity on public finance management matters. In the circumstance, the
effectiveness of the intemal controls, risk management and overall governance for the State
Department could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that in the year under review (Fy 202Ol2O2l), the State
Department did not have an established intemal audit committee. However, the process of
establishment of the audit committee was initiated in the FY 202012021 where the activity was
eventually put under the work plan of the intemal audit department in the Fy 202112022.

I_gYgY.t due to changes and reorganization of government, the activity was not finalized. in the
FY 202112022 the state department was under the Ministry of Devolution and ASALs. In the year
2022t}rough Executive orderNo. I of 2022 the State Department of ASAL was moved to the
Ministry of Public Service, Social Protection and the State Department renamed to Ministry of
Devolution.

The Accounting Officer also submitted that under the current government structure the State
Department of Devolution is domiciled at the office of the Deputy Fresident. The State Department
has initiated processes to establish the audit committee in th; Fy 202312024.

During the Financial Year under review, the State Department did not have the public Finance
Management Standing Committee in place. However, the committee has since been appointed and
is now operational, and copy of the appointment letter has been availed for audit review.

Committee Observations and Findings
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TheCommitteeobservedthattheAccountingOfficeradm_ittedtheabsenceoftheaudit
.ornii,t". in the State Department and thus a breach of the Law'

Committee Recommendation
TheCommitteereprimandstheAccountingOfficer,anddirectsthatheinstitutesan
independent l,u6it committee as required by Section 73 (5) of the Public Finance

nA".G-."t A'ct2ll2,within three (3) months of adoption of this report'

DoNoRFUNDEDPROJECTINSTRUMENTSFoRDEvoLUTIoNADVICEAND
supponr (IDEAS) PROJECT - CREDIT NO'KE/TED t024t230

REPORT ON THE FINANCIAL STATEMENTS

Unmodified OPinion
lgl.TherewerenomaterialissuesnotedduringtheauditofthefinancialStatementsof

the Project.

Other Matter
f98. BudgetarY

During the Year under rev
Control and Performance

iew the Instruments for Devolution Advice and Support Project had an

expenditure budget of Kshs.396.485,699 against an actual expenditure of Kshs'244,554,990

resultin in net under ex nditure of Kshs.151' 930,709 or 38oh AS summarized below
c

From the analysis above, it is evident that the Programme under spent on their budget by Kshs.

151,g30,70g (3g%) this may have a negative.impuL on implementation.o.f planned activities and

service delivery to ,tut .t 
'oii.r.. 

th.." I need foi p.op., planning to avoid instances of idle funds'

Submission by the Accounting Officer 
.

The Accounting Officer submiled that there was underutilization that led to a variance of 80%

and 60% on absorption Jiuna, under purchase of goods and coTp.e]Iltion of employees' This

was occasioned by the .ontiu.i p"riod for theprogru... estimate 2 (PE2) under the (Instruments

for Devolution Advice and Support) IDEAS finu*ing agreement having lapsed in october 2020'

Duetotheexpiryofcontractperiodforprogrammeestimate2,nonewexpenditureor
commitments would be "fl"*"if" 

*a legible unier the terms of the contract and therefore only

the ones that were for the period were payable' 
-
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(Excess)/
Shortfall
o//o

(Excess)/Shortfa
ll (Kshs.)

Actual
(Kshs.)

Budget
(Kshs.)Details

8012,648,7163,111,04415,759,760goods andPurchase of
services

36132,341,993238,383,946370,725,939
otherTransfer to

Govemment entities
696,940.0003,060,00010,000,000Com nsation ofem lo ees
3854,990241Total

151,930,709396,485,699



The Accounting officer also submitted that there was under absorption of funds by 36%on budget

lt]]]1'"'on transfer of grants to other govemment entities. This was occasionedty the followi"n!
lssues: -

i' There was delayin transmitting the funds from the donor, European Union (EU) to
the recipient county of Kisumu. The processing of the request for transfer of funds was
done during the FY 2020/2021 but iunds were received ln the CRF (County Revenue
Account) on 7th July 2021; and

ii' Being a conditional grant, there is a provision for expenditure verification process
to be undertaken and submitted to the donoi, EU by an independent audit firm appointedby the donor to certiry that earlier released funds were prop".iy applied. Due to thisrequirement, Laikipia County had not completed the expenditure rrerincatlon exercise with
the independent auditfrrm appointed by the donor to be able to access the funds within thefinancial period ofFy 2O2Ol2O2l.

The Accounting officer clarified that the two counties of Kisumu and Laikipia were funded in thesubsequent financial year of 2021/2022 after meeting all the requirements and undergoing
expenditure veri fi cation exercise.

In conclusion' the Accounting officer stated that the objective of the (LED) Local EconomicDevelopment project under IDEAS has been achieved by closure of the contractual period inSeptember 2022' The entire beneficiary counties have now received their grants and projects
implemented.

Committee Obseruations and Findings
The committee observed that the exflanation and documents submitted by the AccountingOflicer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

199. Unresolved prior year Issues
The Project's audited financial statements for the year ended 30 June, 2020 reflected severalunreasonable matters t!a1 wele highlighted theiein. However, .o*ru.y to the reportingrequ-irement set by the Public Sector Accounting Standards Board, the Management has notdisclosed the progress made in resolving the prior year matters.

Submission by the Accounting Officer
The Accounting officer submitted that the state Department appeared before public AccountsCommittee for the audit report of FY 2ol9/2020,wheie the.o#itt; ;,1. .."o.-.ndarions forimplementation. The Ministry has implemented ihe committee recommindations and prepared animplementation status report.

Committee Observations and Findings
The committee observed that the issue was discussed during the examination of the StateDepartment audited financial statements for financial year ZdSnO.

Committee Recommendation
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The Committee reprimands the Accounting officer for failure to resolve prior year matters

;;';";;i;; by Seciion 6s (2) (l) of the PFM Act' 2012'

REPORToNLAWFULNESSANDEFFECTIVENESSINUSEoFPUBLICRESOURCES

Therewerenomaterialissuesrelatingtola*{ulnessandeffectivenessinuseof
public resources.

REPORToNEFFECTIVENESSoFINTERNALCONTRoLS,RISKMANAGEMENT
AND GOVERNANCE

Basis for Conclusion
201. Internal Audit Committee

According to Regulation'i7+iil Jprblic.Finance Management Regulations,20l5 each national

government entity is ,;;;.;; to estabtish u" erali i"i-,mittee to-perform various roles which

includes among otte.s tiil understanding una urr"rri,g the overall iisks the entity is facing and

reviewing the adequacy oi in,.*a contr-ols tt ut munug?*ent has put in place regarding financial

control. accounting systems and reporting. ffo*.*, [rring the plriod under review' the project

did not have an eralt i;"--iit..'ur..[ui..a by law. Inih. uLt.nte of an Audit Committee'

effective oversight, risk assessment and govemance could not be confirmed'

Submission by the Accounting Officer.

The Accounting Off,..."r-ui.ii.a ,nu, in the FY 2O2Ol2O2l ' the State Department did not have

an established internal auiit committe.. no*.r"r, trre process of establishment of the Audit

Committee was initiatedinit 
" 
ri 202Ol2O2l where ihe utii'ity was eventually put under the work

p'r"r'"liir. f.,emal audit department in the FY 202112022'

Howeverduetochangesandreorganizationofgovernment,theactivitywasnotfinalized.Inthe
Fy 2021l2[22the state Department *u, und", tfi. Ministry of Devolutio.n and ASALs' In the year

2022 through p*."utlu."oia., No. r of 2022tr,e siate Department of ASALs was moved to the

Ministry of public s.*i..,-so.ial Protection and the siate department renamed Ministry of

Devolution.

TheAccountingofficeralsostatedthatunderthecurrentgovemmentstructure,theState
Department of Devolutiln ls aomicitea at the office of the Deputy President. The State Department

has initiated p.o.",,t''io tstablish the audit committee in the next FY 202212023'

Committee Observations and Findings

TheCommitteeouser,eathattheprojectwasnotauditedbytheinternalauditfunctionas
required.

Committee Recommendation
The committ"" ..p.ii"ia. fir. Accounting oflicer, and_ directs that he institutes an

independent ,c,uait c;i;ittee as r.qui.ed" by Section ?1 J? of the Public Finance

Management n ct ZOf i, within three (3) months of adoption of this report'

REPORT ON OTHERLEGAL AND REGULATORY REQUIREMENTS

PAcRepoltontheExolnihotionollheRepolto|theAuditor.GenerotontheFinonciolstotefientsolNo?ionolGovenmentloltheFYended3a^'un",o,,u,u

Conclusion
200.



202' As required by-the Financing Agreement between the European Commission and
the Republic of Kenya, I report based on my audit, that I have obtained all the intbrmation
and explanations which' ro the best of my knowledge and belief, were necessary fbr the
purpose ofthe audit. Further, adequate accounting records have been kept and the project's
financial statements are in agreement with the accounting records and returns.

OTHER DONOR FUNDED PROJECT IMPLEMENTED BY AN AGENCY UNDER THESTATE DEPARTMENT FOR DEVOLUTION

KENYA SYMBIOCITY PROGRAMME-SIDA
GOVERNORS
REPORT ON THE FINANCIAL STATEMENTS

NO.s1l10060 COUNCIL OF

Basis for Qualified Opinion
203. Inaccuracies in the Financial Statements

The statement of receipts and payments reflects Kshs.27g,653,337 and Kshs. 1g9,029,067 inrespect to amounts received and cumulative amounts paid to date respectivety. ine iunding
summary on page 'v' to the financial statements reflects Kshs. 278,636 ,45i andKsis. 1g4,165,097resulting in unreconciled variances ofKshs. l6,gg0 and Kshs.'4,g63,970 respectively. Inthe
circumstances, the accuracy and completeness of the financial statements for the year ended 30June,2021 could not be confirmed.

Committee Recommendation

Submission by the Accounting Officer
The Accounting officer submitted that statement of receipts reflects Kshs. 27g,653,337 and Kshs.189,029,067 respect to amounts received and cumulat'ive amounts paid to date paid to daterespectively' It is also true that the funding summary page 'v' to the financial statements reflectsKshs' 278,636 ,457 and Kshs. I 84, I 65,097iesulting in-unreconciled variances of Kshs. I 6,gg0 andKshs. 4,863,970 respectively.

The amount of Kshs. 4,863,970 relates to retention payments whereas Kshs. 16,gg0 is amiscellaneous receipt amounts which were adjusted in the financial statements for the year. Theseadjustments were reflected in the statement tf Payments ana neceifts, statement of FinancialAsset and Liability and Statement of Cash flow.

The adjustment was inadvertently omitted to be reflected in the funding summary page to thefinancial statement. However, this was corrected in the subsequ"rr nnu,i.lul report for the year
ended 30th June2022.

Committee Observations and Findings
The Committee observed that the Accounting Officer failed to explain the inaccuracies in thefinancial statements.

i' The Committee admonishes the Accounting Officer for failure to perf'orm duty
bestowed upon the office; and
ii' The Accounting Officer must institute internal administrative action andconduct investigations on the inaccuracies and report to the Committee within three(3) month of adoption of this report.
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Other Matter
204. Budgetary Control and Performance

During the year ura...""iii, ilily;i;;ti;;tit Programme.had an.expenditure budget of

Kshs. l57,l2o,zee againsi'un u.trut'exienaituie'of [shs. 64,089,152 resulting in under

expenditure of Kshs. 93,;;i,ili. iii' "riaent 
that Kshs. 93,031,147 (or 59%) of the budget was

not spent on the progra*# ..rri i"g in negative i-pu.t of planned activities and service delivery

to stakeholders.

Submission by the Accounting Officer- 
-

The Accountirg orn".. rJi.iii.a tnut 5g% of the budget was not spent as.at 30th June 2021' This

is due to the nature of the projects implementea in ifte fiilot Counties which were infrastructural in

natureandwhichrequiredpreparationandprojectdesignaswellgettingenvironmentalimpact
assessment license Ufo*i-*encement oittl infrasti'ctural projects in the respective County

Governments.

TheprojectscouldnotbeimplementedontimeduetothechallengesbroughtaboutbytheCoVlD-
l9 pandemic whictr resu'iteJ'in toct down and *o*inf r.o.n hom-e, the ptog.am.ne activities faced

a slow pace of implementation and thus .ouia io, be completed as envisaged since its

implementation required physical presence'

However,duringthefinancialyearending30thJune2022,thet-udgetabortionfortheprogram
was at l00o% uUro.ptlon iriih ;fi ih. plannld activities for the program implemented'

Committee Observations and Findings

The committe" oure.n"o that the eiplanation and documents provided by the Accounting

officerwithregardto'm"n,og"taryControlandPerformancewassatisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved'

REPORToNLAWFULNESSANDEFFECTIVENESSINUSEoFPUBLICRESOURCES
Basis of Conclusion--- - 205. Irregular Procurement ofConsultancy Services

Note 3 to the financiui**...n,, reflects rtnt.lii+i'802 in-rT!::l^to purchase of goods and

services which includes change project consultancy expense.amounting to Kshs' 55'479'798 that

also includes payment of Kslis. iZd,OOO to consultancy services co1P.{v for environmental and

social impact assessment (ESIA) in Mbita Townlii"."'u"v c"rrty paid before the implementation

of KenYa SYmbiocitY Programme'

However. the the procurement of consultancy Services for ESIA was undertaken through request

for quotation contrary;'J;;it;; liotrxul of th. puuti. Procurement and Assets Disposal Act'

2015 on procurement "f 
p;;;;ri";ui ,"*i.., which is predominately. intellectual or advisory in

nature. Further, ttere *eie noi".t.icut proposals submitted by 68 bidders and the entity did not

undertake technical .rufuution of bids, an indication that there was no basis for award of these

works to the consultan.yl"*i.., ."mpany. In thecircumstances, it is not possible to confirm that
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the value for money was obtained in an expenditure totalling Kshs. 320,000 for the year ended 30
June,2021.

Submission by the Accounting Olficer
The Accounting Officer submitted that the environmental impact assessment service for Mbita
Symbiocity project choice of procurement method was through request for quotation. Section 105
(b) of the Public Procurement and Disposal Act 2015 states 'i procu.ing .niity -uy use a request
for quotations from the register of suppliers for a procurement if- the procurement is for goods,
works or non- consultancy services that are readily available in the market; On the otfr"ifr-a,
Section 116 (2) allow a procuring entity to use a request for proposals in combination with other
methods of procurement under this Act.

Due to the threshold involved and the fact that Environmental and Social Impact Assessment is a
regulated professional service, the choice of method was appropriate since the evaluation criteria
captioned preliminary evaluation and financial evaluation itius Ltiminating the need for technical
evaluation. Further, the terms of reference included public sensitization and training as key
deliverable to the services required.

Consequently, the Bids were solicited from prequalified supplier through the request for quotation
template with an attachment of the terms of reference. rouil+; bids viere received and evaluated
and the winning bidder awarded accordingly at a total cost ofKshs. 320,000. Therefore, the process
undertaken was competitive, fair and transparent and it upheld the principles of public
Procurement.

Committee Observations and Findings
i' The Committee noted that it was not clear whether the TOR was restricted totraining or environmental impact;
ii' The Committee noted that not all the requirements of procurement were met

as there was no technical evaluation. Further, the Accounting tiffice" failed to proviJe
the minutes of the evaluation committee.

Committee Recommendation
The Committee reprimands the Accounting officer for failure to adhere to procurement
laws as required by Section 176 of the Public Procurement and Asset Disposal Act,20l5.

206. Procurement of working Toors and Stationeries in Kisumu counfy
Note 3 to the financial statements reflecti Kshs. 57,346,802 in respecito pr."t *" of goods and
services which includes an amount of Kshs. 55,479,798 relating to change project - consultancythat further includes payment of Kshs. rg7,24o through p{..nt uJrche. No.072 dated 2February, 2021 in respect of a limited company for supply and ielivery of assorted working tools
and stationeries in Kisumu county. Although t-trree (:iuiaaers respondld to request for quotation,
the tax compliance certificate for a bidder was invalid as it had expired, and therefore, an award
was based on two (2) bids. In the circumstances, it is not possible to conn.nl that the value for
Toney was obtained in payment of Kshs. 187 ,240 incurred on purchase of assorted working toolsfor the year ended 30 June, 2021.

Submission by the Accounting Officer
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The Accounting officer submitted that the bids were solicited from 3 prequalified bidders for

supply and delivery or urro.t.J working tools and stationeries. The three (3) bids were received

and from the evaluation iwo bidders failed at .undutory evaluation stage for failure to attach or

attaching invalid certifi cates'

Bidder I did not attach certificate of registration and pin certificate while Bidder 2 attached an

invalid tax complianc. il;i;;;, on. ulaa". (bidJer i; proceeded for financial scrutinv and was

awarded for supply "f 
d;';;; ;*a, in 1tn" 

*1t, n.orisions under Section 106 -2 (b) & (d) of

the public procurement 
"ri'ett.? 

oitposal ,lct.2gti which states (b) "the request shall be given

to as many persons u, ,*"1*o i" en.r." eff.ctire competition and shall be given to at least three

Dersons, unless that i, ,";;;ribi;, tal u. r-."* three persons shall.submit their quotations prior to

evaluation". In view of the above, the award *ut uutta on evaluation of all 3 bids who responded

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

20s.Asrequiredbythefinancingug'....n.betweentheSwedishlnternational
Development cooperation Agency and th."Gor.mment of Kenya dated 9 April,2015' I

report based ", .;;;i;.-ttrai t nave obtained all the information and explanations which'

tothebestofmyknowledgeandbelief,werenecessaryforthepurposeoftheaudit.Further,
adequate accountinj..."ia, have been.kept and the Programme's financial statements are

in ug.".-.n, with the accounting records and returns'

to the request for quotation'

Committee Observations and Findings

The Committ"e ous"rreaifr"t tfr" exf,lanation and documents submitted by the Accounting

Officer was satisfactory'

Committee Recommendation
The Committee recommends that the matter is resolved'

REPORToNEFFECTIVENESSoFINTERNALCONTROLS,RISKMANAGEMENT
AND GOVERNANCE
conclusion 

There were no material issues relating to effectiveness of intemal controls, risk

management and governance'
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7. STATE DEPARTMENT FOR DEVELOPMENT OF THE ARID AND
sEMr-ARrD LANDS (ASALS) _ VOTE 103s

REPORT ON THE FINANCIAL STATEMENTS

lr4r' Idris Salim Dokota, the Accounting officer and Principal Secretary for the State Department
for Arid and Semi-Arid Lands and Regional Development appeared before the Committee on 14ft
February 2023, 18th April 2023 and 251h May 2023 accompanied by the following officers:

l. Mr. Hared Adan
2. Dr. Anne Kinyua
3. Ms. Anne Kariithi
4. Mr. Daniel Mwangi
5. Mr. Wilfred Omari
6. Mr. James Malombe Sakwa
7. Mr. Isaac Githu
8. Mr. Kennedy Kimuyu
9. Ms. Sarah Mauta
10. Mr. Kigen Kieti
I L Mr. Beldine Omollo
12. Dr. Alfred Mungai
13. Mr. David Mamati
14. Mr. Douglas Njeru

Mr. Wanjiku Manyatta
Mr. Tom M. Odundo
Mr. Paul W. Masinde

CEO, NDMA
Coordinator, World Bank project
Director HRM and Development
Head of Accounts
Project Manager
Deputy Head of Accounts
Secretary Social Programmes
Director Administration
Project Accountant
Senior Deputy Director Supply Chain
Chief Finance Officer
DA RDEV
Procurement Specialist
Regional Director, HRM and
Development
Acting DRD
DAG-RD
Chief Finance Officer, ASALs

l5
16

17

The Following matters were deliberated on as per the Auditor General's qualified opinion andvarious conclusions arrived at:

Basis for Qualified Opinion

209. unsupported Grants and rransfers to other Government Entities
The statement of receipts and payments reflects an amount of Kshs. 5,067,335,40g relating totransfers to other govemment entities out of which only a total amount'of Kshs.4,g75,56g,40g
which constitute Kshs- 4,067,568,408 to the National Drought Maragement Authority and Kshs.
908,000,000 to Kenya Development Response to Displace-ment Imiact programme (KDRDIp)
could be confirmed. The balance of Kshs. 91,767,000 transferred and received by the NationalDrought Management Authority 

-was 
not rrpplrt99: consequently, the propriety, accuracy,

completeness and occurrence of Kshs. 91,i67,000 transferred 
"io 

tho National l.ougti
Management Authority in the year ended 30 June,202l could not be ascertained.
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Submissions by the Accounting Officer

The Accounting officer averred'that the statement of receipts and payments reflects an amount of

Kshs. 5,067,335,40g relating to transfers to other Gove*.n"nt entitiis being transfers to National

Management Authority iiffMAt fu to Kenya Development Response to Displacement Impact

project (KDRDIP). According to the state Agencies rectrds, the variance between the receipts at

NDMA and paymenrs;;iar:nr:fis;,ilg "iJirr.i""r 
amount transferred to NDMA was Kshs'

4.150,585,408

Committee Observations and Findings

i. The C"-;itt.; 
"UservId 

the failure to sufficiently respond to the query by the

Accounting olficer to account for the use of Kshs. 91,76i,000 disbursed as at the time

of the audit;
ii.TheCommitteefurtherobservedthattheamountsinquestionasbeing
Unsupported Grants "rriii"nrt 

.s to other Government Entities were reversed and

there was no disPute; and

iii.TheCommitt.."t.oobservedthattheAccountingOfficerprovidedaschedule
of transfers to NDMA detailing exchequer releases, bank statements and

confirmation letter from No-rvr,l .rro-rning thefunds received by the Authority for the

year ending 30th June' 2021'

Committee Recommendation
The Committee recommends that the matter is resolved'

210. Accounts PaYables - DePosits

The sratement of assets ""iii"iiii,i.*"h..o 
u balance of Kshs' 10'654'930 relating to accounts

payables- deposits *t "." 
irr. ,u*e has been air.toreJ in Note 8 to the financial statements as being

retention monies fb. .";i;;;i, undertaken and complete. Although the breakdown of Kshs'

10,654,930hasbeenpt*iatainAppendix5tothefinancialstatements'detailsofthe
constructions uraertuf., u"nJifr.i..on,.*,s that form the basis of the settlement were not provided

for audit verification. rn-Jaltion, it is not clear why the retention am:ults have remained unpaid

despite the long p.ri"a ti"t i,"r. lapsed since. they were held some dating back to March, 2014'

Consequently, tf.," u""r.uiy'*i r"iiai,V.of the.accounts payables- retentions balance of Kshs'

iof!+,s:o asat 30 June,2b2t could not be confirmed'

Submission by the Accounting Officer

The Accounting Officer submitLd ttrat the statement of assets and liabilities reflected a balance of

Kshs. 10,654,g30 relating to accounts payables -J.porit, where the same has been disclosed in

note 8 to the financiui'riut.-.nts as Leing retention monies for contracts undertaken and

completed. He further *Ut"iii.a that the said amount has been outstanding because the claimants

iur" no, p."tented their supporting documents for payment'

Committee Obserryations and Findings

The committee obserryed that the Accounts payables - Deposits amounts had been partially

p"ia "iJ,ft" 
remaining balance was yet to be settled'

Committee Recommendation
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The Accounting officer should report to the Committee the status of identifying and settlingthe pending deposit amounts with the outstanding claimants within thirty (30) days ofadoption of this report.

Other Matter
2ll. Budgetara Control and performance

The summary statement of appropriation - recurrent and development combined reflects finalreceipts budget and actual on comparable basis of Kshs. g,736)7,,5giand Kshs. 7,7g7,g01,775respectively resulting to an,under-funding of Kshs. 938,37i,81i or'llo/oof the budget. si,nii,.rv,theDepartmentexpendedKshs.T,TgT,3sT,azlagainst*upp.ou.JbJgetofKshs. g,736,173,5g6
resulting to an under-exp-enditure of Kshs. g3g,g2l,g4g oi itN of the 

-budget. 
The ;nde;fu;li;;and underperformance affected the planned activities and may have-i-p*t"a negatively on servicedelivery to the public.

Submissions by the Accounting Oflicer
The State Agency accepted thai there were material differences between approved budget andactual receipts of exchequer o.f.l1o/o resulting in a difference of Kshs. g96,335,7g4.This refers tounder expenditure on the total budget.

Committee Observations and Findings
The Committee noted the explanation and documents submitted by the Accounting officer.
Committee Recommendation
The_ Accounting officer must ensure programmes are adequatery funded and can beimplemented within the stipulated time fianie.

212. Pending Bills
The pending bills amount of Kshs. 34,253,871as at 30 [une,202l comprise of Kshs. 29,25g,465outstanding in the current financial year 202012021 and Kshs. q,gsi,qdi outstanding from prioryears which were not settled in the year under review. Failure to settie bills in the year to whichthey relate will adversely affect theimplementation-ortrr",rtr.qu.ni ,*r,, budgeted programsas the pending bills form a first charge to that year's budget p-ririon'rignaring poor budgetaryperformance.

Submissions by the Accounting Officer
The Accounting officer submitGd that the state Department had pending bills totaling to Kshs.34,254,871' The pending bills comprised of Kshs. )g,l:y'.,qas ouistanding in the financial year2020/2021 and Kshs' 4,995,406. outitanding from previous years that were not settled. Apart llomthe historical pending bill which was verifld and submittei to the National Treasury, the rest ofthe bills were paid under first charge in the financial year 202112022.

Committee Obserryations and Findings
The Committee observed. tha-t there ,n". p.ogr"..ive settlement of the pending bi[s. Despitethis, there were historical bilts dating back to-the y"^, Ziti.-
Committee Recommendation
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i.TheAccountingOfficermustatalltimesensurethatpendingbiltsaresettledasfirst
charge in ,uu..q,ini-nn"i.i"r y.", lnrr"i freparing estimates of expenditure and

revenues of the entiry in conformity with_the strategic plan pur-suant to the provisions

of section 68(2) Gi;i the Public Finance Management Act' 2012'

ii.TheAccountingofficershouldreporttothe"Committeethestatusofsettlingallthe
pending uilts amounis of the State 

-Department 
in three (3) months after adoption of

this rePort.

213. Unresolved Prior Year Matters

Intheauditreportofthepreviousyear,severalissueswereraised'However'theManagementhas
not resolved the issues or given any explanation rot tuitutt to adhere to the provisions ofthe Public

Sector Accounting Standa:rds goaid templates and rhe National rreasury and Planning circular'

Submissions by the Accounting Officer

The Accounting Officer agreed that there were unresolved issues related to previous audit reports

but committea tfrat ttre 
'issues would be resolved once the related recommendations are

implemented.

Committee Observations and findings

The committee observei ,t "t 
tt . .Accounting officer failed to adhere to the provisions of

the public Sector Accounting Standards so"iJt.iprates and rhe National Treasury and

Planning circular.

Committee Recommendations;
The committ.. ."p.i-lia, ih. ,a,..o,rnting officer for failure to resolve prior year matters

".-."qrit"a 
by Section 68 (2) 0) of the PFM Act' 2012'

REPORToNLAWFULNESSANDEFFECTIVENESSINUSEoFPUBLICRESOURCES
Conclusion

2l4.Therewerenomaterialissuesrelatingtolawfulnessandeffectivenessinuseof
public resources'

REPORToNEFFECTIVENESSoFINTERNALCONTROLS,RISKMANAGEMENT
AND GOVERNANCE

Conclusion

215. There were no material

management and govemance'

DONOR FUNDED PROJECT

a

issues relating to effectiveness of internal controls' risk
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KENYA DEVELOPMENT RESPONSE TO DISPLACEMENT IMPACTS PROJECT (IDA
CREDIT NO.602I-KE)

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion

216. Cash and Cash Equivalents

216.1. Sub-Counties' projects Bank Accounts

The statement offinancial assets as at 30 Juhe, 2021 reflects Kshs. 145,125 ,454 inrespect ofcash
and cash equivalents which excluded Kshs. 1,357,g01,780 held in ru.iou, project implementing
groups' bank accounts across the five implementing Sub-Counties which were not utilized as at
30 June, 2021 as per their returns and as disclosed below:

Com onent one disbursements

Com onent two disbursements

Com onent three disbursemen ts

In the circumstances, the-accuracy and completeness ofthe cash and cash equivalents balance of
Kshs. 145,125,454 as at 30 June, 2021 could not be confirmed.

Submission by the Accounting Oflicer
The Accounting officer submitted that Kshs. 1,357,g01,780 represented amounts that had been
transfened to Community Development Project Committees (CpMCs) and Community Groups

PAc Repon on the Exorninotion ofthe Repott olthe Audito(Generclon the Findnciolstote/nents ol Notionol 1ovenment lot the Fv ended 3oh tune 2o2l

DISBURSEMENT
KSHS.

AMOUNT UTILISED
KSHS.

BALANCE AS
AT 30/06t2021

Daadab 81,020,077
Fafi 219,986,292 56,229,803 163,7s6,489

166,527,163 35,170,726 131,356,427

DISBURSEMENT
(KSHS.)

AMOUNT TITILISED
KSHS.

BALANCE AS
AT 30t06/2021

Daadab 148,362, I 00 7,195,402 141,166,698
Fafi 139,500,000 74,868,000 64,632,000
La dera 100,530,198 2,219,27s 98,310,923

DISBURSEMENT
LKSHS.)

AMOUNT UTILISED
KSHS.

BALANCE AS
AT 30/06/2021

Daadab 1s7,500,000 77,934,651 79,s65.349
La dera 99,000,000 47,460,500 5 1,539,500
Wa ir south 364,549,563 0 364,549,563
Turkana west 8t,t97,966 0 81,197,966
TOTAL 382 098,433 1,357,901,790

135

262,846,93t 181,826,8s4

Lagdera

1,740,000,213



Management committees (cGMCs) bank accounts for implementation.of already identified and

costed sub-pro.1..tr. fn" f)".ittt' ut ptt^the Financing Agreement and the Community Operation

Manual are implemen,.i il"*h ilie Communitv Srivin Development (CDD)' as per project

design and community manual. The same *u, noted and recognized in the subsequent Financial

itutJm.nt for FY 202112022 as prior year adjustment'

Committee Observations and findings

i. The Co-nliti"" noteJthat the Accounting Officer failed to reconcile Kshs'

1,357,901,780 during the time of audit; and

ii. rrre coj-ii,.. ru*n., noted ihat the Accounting officer however had

submittedrevisedfinancialstatementsforreviewandverification.

Committee Recommendation
The Committ"" ..p.i.",,4.-.t,. ,l..o,nting Officer for failure to perform duty bestowed

upon the office.

216.2. UnPresented Cheques

The statement of financial assets reflec ts cash and cash equivalents balance of Kshs' 145,125,454

and an annexure of unpresented cheque s totaling Kshs' 88 7,120,153 for the four bank accounts tn

three re lonal stations as anal zed below as at 30 June,202l;

However,theunpresentedchequesforTurkanagrantandGarissa.credittotallingtoKshs.
g07,465,940 *.." .uireo ji ti," n*. of the regions-whereby the details of the specific payees or

groups were not provided ioi audit revie*. Further, th. dute, *h"n the specific cheques were raised

during the year under ..ri"* *o. urso not provided for audit review' It was therefore not possible

to establish the identity oi uur. cheques. In the circumstances, the propriety and validity of the

payment totalling Kshs. g07,465,94b for unpresented cheques and aciuracy of cash and cash

equivalents totalling rrt t' i is,rzs,454 as at i0 June' 2021 could not be confirmed'

Submission by the Accounting Officer

The State agency ur....al'iulii. unp..r*t.a cheques for Turkana and Garissa totaling to Kshs'

g07,465,940*".. ruir.Jrr rr,. nunl" of regionsu, puy.., as a banking arrangement with the

paying bank. and trr. puying instruction unl.th. details of the specific payees or groups were

attached. The pS p."rid;;;;y;ts and details of beneficiaries for Turkana and Garissa and the

ffiifi" copies of chequ"' 
't'o*ing 

the dates when they were issued'

Committee Observations and findings

i. The C".iiti." obseried that the Accounting Officer breached Section 9 (l)

(e) of the pruri. ,q,;dit Act, 2015 by failing to provlde accurate records and other

suPPorting documentsl

PAcReporlontheExofiino?iono|theReporto|theAudito|.Generolon?heFinonciolstotementsolNolionol,ovemmentfollheFYended30^'un",0,,,,u

AMOUNT
KSHS.

CHEQUE
NUMBERS

ACCOUNT NAME

6.000,000Various1273310635Turkana Grant
801,465,940Various1238357954Garissa credit
75,925,456Various123 8459889Turkana credit
3.728,757Variousr000462264C BK Account credit
887, 120,153

TOTAL

ACCOUNT
NUMBER



Committee Recommendation
The reprimands the Accounting Officer for failure to provide audit documentation on time.

217. Inaccuracies in the Financial Statements

217.1. Statement of Receipts and payments

Th-t^-t!l:Tgl of receipts and payments rehects total cumulative receipts to-date of Kshs.
4,687,251,535 while the project information and overall performance - source of funds at Note 1.7to the financial statements shows amount received to-date of Kshs. 4,01g,7gg,004 giving an
unexplained variance of Kshs. 667,463.531.

It. The committee however observed that accurate records were subsequently
provided, reviewed and verified.

Submission by the Accounting Officer
The Accounting Officer submitted that the statement of receipts and payments reflected total
cumulative receipts to date of Kshs. 4,687,251,535 while the project info'rmation- source of funds
table shows the amount received to date of Kshs. 4,019,i88;004 giving a variance of Kshs.
667,463,531. The cumulative figure of Kshs. 667,463,531was inadveriently omitted in the project
information- source of funds table, the error was corrected and evidenceJ in the subsequent year,s
fi nancial statements 2021 12022.

Committee Observations and Findings
(i) The Committee noted that the Finance Department was not diligent in
reconciling discrepancies in the financial statements;
(iD The Committee noted the omission of Kshs. 667,463,531 in the Financial
Statements which was due to Finance Department's negrigencel and(iii) The Committee further noted that the balances rrive-now been reconciled and
confirmed by the Office of Auditor General.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to perform duty bestowed
upon the office.

217.2. Special Account Statement
The special deposit account movement schedule at Note 7(A) to the financial statements reflects
A/-c No-1000567278 (for. Grant No. TF0A7762) and A/c No.1000462264 (for Credit No.602l-KE)' The two disclosed account numbers differ with respective special accounts statements
Nos'1000411384 and 1000353988 at Appendix 7 to the financiai statements. However, noexplanation was provided to explain the source of the difference. Further, the special account
statement annexed to the financial statements reflects donor amounts withdrawniotating rstrs.
3,311,256,594 (USD. 30,363,813), while the statement of receipts and paymenrs reflects loan from
extemal development partners of Kshs. 3,308,061,23g. The difieren.. ofKrh.. 3,195,355 was notexplained or supported. In the circumstances, the accuracy, validity and completeness of thefinancial statements could not be confirmed for the year ended 30 June.2021 .

Submission by the Accounting Oflicer

PAc Repott on lhe Exominotion ofthe Repott olthe auditorcen.rol on lhe Finonciotstoten.nts ol Notionot Govenment lot the Fy ended 3o^ June 2021
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TheAccountingofficersubmittedthatthespecialdepositaclgulttmovementscheduleatNote
7(A) ro the financial 

"ui...n,,,.flected 
e,,^c NO.iO'OO567278(for Grant No. TFOA7762) and

AJC No.l000 4622264tr* i..Jit No. 6021-KE;. itre two disclosed account numbers differ with

respective special u..orn,, uui.ments Nos. 100d11384 and 1000353988 in Appendix 7 to the

financial statements. H;;;;;, no expranation *u, provided to explain the source of the

difference.

TheSpecialDepositAccountMovementScheduleatNoteT(A)tothefinancialStatementswas
adiusted to reflect tr," .o["i a,r. no,s as. -1000411384 for Grant No. TFOA7762 and A"/c no'

tooorsrsss for Credit il".oozio-re, and this i"'iatntta in the subsequent year's Financial

Statement 202112022.

The Accounting officer also submitted that the Special Account statement annexed to the financial

statements reflected u aonoi u-ornt withdrawn totaling Kshs. 3,3 11,256,594 (USD 30,363'813)'

while the statement of receipts and payments 
'"ntt-t"a 

t"o* from extemal development partners of

Kshs. 3.308,0 6t,239.rtliiii"..n.. of Krhr. 3,195'355 arose due to flu.ctuation in the exchange

rate between :o'n Nor..iJ, ioio-i"izi;^ May 202i where receipts totaling Kshs' 3'308'061'239

was received from the P;;;.;;;Gnaied Uso eccount to the Project Designated Kenya Shilling

Inaddition,theAccountingofficersubmittedthattheexchangerate-varieswiththetimings,the
withdrawal application is prepared using (FIFOj method, fiist-in first-out and funding of the

disbursements is by the prevailing market .u,., difftl."nt exchequer receipts release and the

exchange rates.

Committee Observations and Findings
(D I'fr" Colniiti.. notea itrat the State Department demonstrated negligence by

incorrectly naming bank accounts; 
-

(iD tt rna, tu.ti"-. noted that the the office of Auditor General had confirmed that

bank accounts were named correctly in the subsequent year'

Committee Recommendation

The committee admonishes the Accounting officer for failure to keep proper accounting

records.

Other Matter
218. Budgetary Control and Performance

The sratemen, or .on.,pu"ii],";fffi;; ;il ";-,".h 
amount as at 30 June, 2021 reflects total

payments final budget-oiirt.. l,iZt,SlO,ZSZ against actual .expenditure 
amount of Kshs'

3,289,030,366, giving " ira.i 
"iilization 

of 93'i. Further audit review of the expenditures

incurred indicated tt ut ti.r. J"r urag.t under-absorption on specific items as detailed below:

Account.

Bud et abso tion

AUDIT
COMPONENTS

CURRENT
YEAR
FINAL
BUDGET
KSHS.

ACTUAL
EXPENDITURE
(KSHS.)

VARIANCE

/o

ABSORPTION
OF ACTUAL
FUNDS
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The overall absorption of 68%o on the above listed items means that, the citizens did not get the
value for money due to the delayed implementation of projects.

Submission by the Accounting Officer
The Accounting officer submitted that during the year under review, the project had a total budget
of Kshs. 3,521,930,282against actual expenditure amount of Kshs. l,,ztg,olo,lee, giving a budletutilization of 93%o. The specific reasons for the underutilization are giuen in the table below.

Basic wa CS 481,886,056 332,277,303 149.608,753 69%
Hospitality,
supplies
services

&
35,000,000 t9,464,2t9 1s,535,781 56%

Fuel, oil
lubricants

& 25,000,000 15,407,740 9,592,260 62%

Other operating
ex enses

290,500,000 156,828,713 133,671,287 54Yo

Routine
maintenance
other assets

329,000,000 259,701,258 69,298,742 79%

Purchase
vehicles

of 30.000,000 24,365,001 5,634,999 81%

TOTAL I,191,396,056 383 11,922 68()

Budget Absorption

Audit
componen
ts

Current
year final
budget
Kshs.

Actual
expenditur
e Kshs.

Variance
Kshs.

/o

Absorption
of actual
funds

Explanation

481,886,0s6 332,277,30
3

149,608,7
53

69%

Under expenditure is attributed
to casual wages due to
incomplete works under
component 2 (LIPW), geared
towards land reclamation
through irrigation, use of flood
water after the rains for
agricultural production through
spate irrigation, land restoration
through afforestation,
agroforestry and tree enrichment
planting, grass re-seeding and
increased vegetation cover
which was not achieved by the
time of audit due to lack of rains.

,su lies
Hospitalit

3s,000,000 19,464,219 15,535,78
I

56% See note below
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and
services

See the note below62%9.595,26015,407,74025,000,000
Fuel, Oil
and
lubricants

See the note below54o/ol 56.828,71
.,290,500,000

ex CNSCS

Other
Operating

See the note below7gYo69.298,74
2

259,70r,25
8329,000,000

Routine
maintenan
ce and

other
Assets The initial budget was

purchase ToYota Prado VXL'
tut according to the market

survey undertaken, it revealed

that Nissan Patrol was Lower

oriced and met the technical

specifications. hence the final

cost of the Purchased vehicle

tumed out to be lower than the

to

bud et

81%5,634,99924,365,00r30.000,000Purchase
of vehicles

68'383,341,8
)1

808,044,23
4

1,191,386,0
5bTotal

In addition, generallY, the transfer ofthe project from The PresidencY Cab

Department for ASALs in the FY 2 02012021in the month of SePtembe

operationalizing the new Project bank accounts, and transferring of funds

the new account

The Accounting officer further submitted that the project is a community Driven Development

(CDD)wherethe.o..uni.i.,arerequiredtocomeupwiththeir^workplan,identifythe
prioritized needs, execu;; il;i. 6uag.i and also u..ounr for the funds by submitting the

accountabilities to the NPIU through the county -p.ti"tt 
coordinator- The project implementation

is also done under govem.Inip.*-u.".ent stipulatei guidelines which are very lengthy processes

and takes time to 
""-pi"i".-iaort 

or the pioject .J.munity beneficiaries are challenged by

illiteracyandtheprojectimplementationsprocessisdonebytheCommunitiesthroughassistance
of the Commrnity r.o;..i i["""g"..", Committees (CPM'Cs), Community groups Management

Committees(CGMCs)andProjectimplementation,t".,i,gteam(PIST)asitisfactoredinthe
Community Manual.

In that regard, the Accounting officer reiterated that the communities delayed in submitting the

accountabiliti", ao.r*.iirliiairg," the delay in the release offunds' The project is funded as a

loan and disbursement is through advances, ttre.eiore detayed accountabilities resulted to delayed

utilization of funds tv ,i. .""i--unity beneficiaries leading to under absorption of funds cutting

across some of the budget items'

inet Affairs to the State

r 2020 caused delaY in
from the old account to

t33,671,2
87

PAcR.poltontheExofiinotiono!theRepoftoJtheAudi?orcehe@lon?heFinonciolstoteentso|NotionotGovernrnen?|ortheFYended36h'un",o,,,oo



PAc Repoft on the Exominotion of lhe Repoft ol the Auditor-Generct on the Finonciol stotements oJ Notionol Gove',lment Jot ?he Fy ended 30 June 2021

14t

Committee Observations and Findings
(D The Accounting Officer failed to provide evidence for the expenditure totaling
Kshs. 290,500,000;
(ii) The Committee also raised concerns on why budgeting of vehicles was based
on brands rather than the specification ofthe vehicles; and(iii) The Committee noted that casuals were paid through M-PESA and have a
register of M-PESA statements at every site which is manaled by the community.

Committee Recommendation
i' The Committee directs the Accounting Officer to furnish the Auditor General
with a detailed list of the items that are included in other operating Expenses and
certified MPESA statements as evidence of payments to casual wort<ers wiitrin one (l)
month of the adoption of this report;

ii' The Committee also directs the Accounting Officer to give an explanation in
one (l) month of adoption of this report as to why they chose to purchase certain
brands over othersl and

iii' The Committee further directs the Accounting Officer to provide the
Committee a list of projects implemented under this p"of""--. and their location,
including the amount allocated for each project within or-" (t) month of the adoption
of this report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
219. Withholding Tax and Retention Fees

Examination of payment vouchers reveals that withholding tax and retention fees were notdeducted from some coxtraclors that were paid a totd oI'rshr. sz,ccr,270. However, no
explanation was provided for failure to deductkshs.4,976,476and Kshs. g,294,127 in respect ofwithholding tax and retention fees respectively. Consequently, the tutunug"-"nt was in breach of
the law.

Submission by the Accounting Officer
The Accounting oflicer submitted that the project design gave responsibility to the communityproject management committees to implement tte r*uU-"p.o.1ects'planned. Th" 1nunug.-"r,t
committee however lacked. the capacity to manage the procurem.nt p.o..r. leading to om]ssionsin deducting the withholding tax and retention fees on some of the contractual payments. Toaddress these shortcomings Community Groups Management Committees and Community
Projects Implementations Committees were trained onall tf,e requirements of projectrnunug.n1.nt
and implementation and are now compliant in terms of the requirements of taxation and retentions
regarding procurement of works.

Committee Observations and Findings
i' The Committee noted that the State Department was not able to account for
the amounts that were supposed to be deducted- as withhording tax;ii' The Committee observed that the Accounting officer trid not made any effort
to recover the amounts that were not deducted; and



I lt. The Committee also observed that the State Department d-id not have a

professionalofficersecondedtoassistthecommunityintheprocessofdeductingthe
withholding tax and retention fees'

Committee Recommendation
i. The Committ"e directs the Accounting Officer to provide the Committee

evidence of training for the commuiity Giorps Management Committee and

community lmplemintation Committ... rnirt in one (1) month of the adoption of this

rePort; and
ii.TheCommitteedirectstheAccountingOfficertoreporttotheCommitteeon

themeasurestakentorecovertheamountsth-atwerenotdeductedaswithholdingtax
within one (l) month of the adoption of this report'

220. Works Procurement Project Files

A review of project fll.r;;;i;'l;uit, oi,r," projects works done showed that the projects' files

for works amounting,. rrir. +1iq5,210 did rot tu,. contractor's mandatory requirements-at the

time of award *t ici, in.ruJe, tu"* .o,,ptiun"" certificates, National Construction Authority (NCA)

registration certihcates, t"nae..ratrution minutes as required by the Public Procurement and Asset

;iil;iA.i,20t5 Section Lgtzl tal (iii) which states that the records of a procurement process

shall include the proceedings ofthe opening oftenders, evaluation and comparison ofthe tender

proposals or quotations 
j".irJ*g trr. evaliation criteria used as prescribed' consequently' the

it4unug"rn.nt was in breach of the law'

Submission by the Accounting Officer

The Accounting om... ,i;.i1?"a,n", the mandatory requirements.for contract projects' files for

works amounting to Kshs. 48,545,210was not availld for verification' However the contractor's

mandatory requirements .r,* ""-priance.certificates, 
National construction Authority (NCA)

registration certificates, i;der evaluation minutes and procurement officer's professional opinion

i;;. pard contracts have now been assembled and availed'

Committee Observations and Findings

The Accounting Officeifailed to provide procurement files as required by Section 68(2) (d)

(iii) of the Public procurement and Asset bisposal Act' 2015 for audit verification'

Committee Recommendation
i.Theco--itt""admonishestheAccountingofficerforfailingtoprovide
information within reasonable time to the Auditor Glneral pursuant to Section 62 (1)

of the Public Audit Act, 2015; and

ii. The committ.. oi...t, the Accounting officer to furnish thc Committee with

the requisite do"u-entt within one (l) month of the adoption of this report'

221. Management of lnformation System

The project *anag"m"nt, ; ;;h;ii;i KDRDI-P, entered into a contract which agreement on 25

March, 20lg with a consultancy services .o-p*y io aesign, develop. install, operationalize and

capacity build KDRDIp'rt"if 6" Management rnto.n.,utioi System iVtS) ut a contract price of

iiJtr. is,rse,005 with a contract expiry date of 30 September,2U2l-

PAcRepo.ton?heExominotionoltheRepono|theAuditor.GenerolonlheFinonciotstotementso|NotiondtGovernment|oltheFYended3c,',n",0,,,0,.



The contract's terrns of reference contained in Appendix A of the contract which provides in
Section 13, under terms of payments, that 50% of the contract amount, being 80% cumulatively,
shall be paid against acceptance by the client of all deliverables including umorg others, a working
system and training of users. As at the time of audit in October, 2021, and considering that thI
80% ofthe contract amount ofKshs. 29,156,005 had been paid by 30 June, 2020,thesysf,m could
not provide expected reports and information, especially hnancial information which continued to
be relayed/ provided in manual form. Under the circumstances, it was not possible to confirm that
the value for money was obtained from an expenditure totaling fshs. 29,iS0,005 paid during the
year ended 30 June, 2021 .
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Submission by the Accounting Officer

TheAccountingofficersubmittedthatalltheMlsModulesweredevelopedandareoperational
namely Finance, p.o"u.".*t, iafeguards, component Specific,.and M.&E. All modules with data

are printable as was d.-;;;;;d "by or. tct bfficer during the review' The system is able to

;;;i;;;';;il, such us Vote-book siatus, M&E reports and Project status reports'

By the time of audit, the Accounts module though developed had not been uploaded with data due

to capacity gaps within pHvrn c"r"y teams *t iJ nu, Leen addressed. The consultant finalized

operationalization of the ,yr*. and has been assisting the team beyond the 6 months' time at no

extra cost. The State Department embarked on the ie-training Programme to ensure the PFM

officers in the County have adequate capacity to comply wittr suUmitting financial returns through

MIS. As at the end 
"f 

J;;;;-i022 rhs FM module has been fully uploaded and now reports can

be generated. The MIS i, r"riv r"*,lonal and ,r.., ur. interacting with it for familiarization and

data caPture.

Committee Observations and Findings

The Committee noted ti. "-pr"i"tioi 
and documents provided by the Accounting Officer'

Committee Recommendation

(i)TheCommitteedirectstheAccountingOfficertocollaboratewiththelCT
authority to 

"rr.utt 
totpliance with government securify measures; and

(iD The committee directs the Accounting officer to furnish the committee with

areportonthecomplianceof.thesystemto-governmentsecuritymeasureswithin
ttrree 13; months of adoption of this report'

REPORToNEFFECTIVENESSoFINTERNALCONTROLS,RISKMANAGEMENT
AND GOVERNANCE

Basis for Conclusion
222. Internal Audit and Audit Committee

The State Department 5oj1* tt. p.o-;..t does not have an established audit committee and an

approved intemal aualt .t urtE. and atirrougtr the intemal audit work plan for the financial year

zo2ol2o2l had been di[; i, *u, no, Implemented. This is in contravention of the Public

Finance Management tN""ii""a Govemmentl Regulations, 2015, of Regulation 160(1) which

provides that an internal auditor shall review an-d eraluate budgetary performance, financial

management, ,.unrpu..ri.y unJ accountability mechanisms and processes in national government

;iifii;;";ds providini independent assurance that the Project's risk management' governance

and intemal control p.o..rr., are operating effectively' In the circumstances' the effectiveness of

the intemal controls, risk management and overall" govemance for the project could not be

confirmed for the year ended 30 June' 2021'

Submission by the Accounting Olficer
The Accounting officer-;ru,iin.a that the State Department trosting Kenya Development

Response to Displacem.n,-l*fu., Project did not hare an Audit Committee in place to provide

or.ttigir, and approve Audit Charter and work plan'
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However, the State Department had an Audit Committee with State Department for public Service,
Gender, Senior Citizens Affairs and Special Programmes. which the Department used as they
belonged to the same Ministry. Going forward the Department undertook to constitute their own
state department audit committee subject to availability of funds. In the meantime, the state
department will rely on the Audit Committee established at the State Department for East Afiica
as they are in the same Ministry.

Committee Observations and Findings
(D The Committee noted that the State Department lacked its own Internal Audit
Committee' However, the Accounting Officer committed to establishing its own
Internal Audit Committee;
(ii) The Committee observed that the State Department had developed an audit
charter and an internal audit work plan, but these have not yet receivedapproval.

Committee Recommendation
The Committee reprimands the Accounting Officer and further directs the apointment of an
independent audit committee within three (3) months as required by Section 73 (5) of the
llPli" Finance Managem,ent Act2012 and Regulati on 174(l) and 18) of the pFM Regulations
2015, and the approval ofthe audit charter and internar ,riit rnoi( plan.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

223. As required by International Development Association (lDA) and Danish
International Development Agency (DANIDA), I report based on my audit, that I have
obtained all the information and explanations which, to the best of my knowledge and belief,
were necessary fbr the purpose ofthe audit. Further, adequate accounting r".o.Id, have been
kept and the financial statements are in agreement with the accounting records and returns.
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8. MINISTRY OF DEFENCE- VOTE 1O4I

REPORT ON THE FINANCIAL STATEMENTS

Dr. Ibrahim M. Mohamed, the principal Secretary and Accounting.officer Ministry of Defence

(vote l04l) appeared u"ii,..ir," c",l*in.. 1;ir"" ,2022 to adduce evidence on the audited

financial statement for the Ministry of Defence (vote 1'041) for the Financial Year 202012021 'He

was accompanied by the following officers:

1.

2.

J,

4
5

6
7

8

Lt. Gen. Francis Omondi Ogolla-

Mr. Joel K. Ngolekong
Brig. D. F. Mc'Okech
Mr. Julia W. Nganga

Mr. Electina W. Wainaina

Brig. Yvonne Kerubo Kirui
Brig. SammY KiPngetich
Mr. Gerald F. Sakwa

Vice Chief of Defence Force

Supply Chain Management

Chief of Audit DHQ
Chief Finance Officer
Deputy Account General

Kenya Defence Forces

Kenya Defence Forces

ParliamentarY Liaison Offi cer

And submitted as follows:

Unmodified OPinion

224. There were no exceptional issues during the year under consideration' Therefore'

the ministry had a clean audit opinion

Other Matter

225. ContingentLiabilities
As disclosed in Note tS.i to the financial statements, the Ministry of Defence had contingent

liabilities rotalling rri,r. i,s:ori7,lg7 as at 30 June, 202l,anincrease of Kshs. 1,115,539,542 or

jgoh fromthe previous y.*:, Laun." of Kshs. | ,421,137 ,645. The contingent liabilities relate to

fifty_nine (59) court .ur., ,,irip.naing in various courts. The balance of Kshs. 2,536.677.187 is

still outstanding, srU;".t1o * olr,.ornJof court determination of the fifty-nine (59) civil cases'

Submission by the Accounting Officer

The ministry stated that il;iift arise from various claims wherein the Attomey General is sued

on behalf of the Minist.y-oip.f.*e. As at 30 June 202l,the contingent liabilities could be

classified into nine (9)';;;;;-t;; tf contract, claims for medical compensation,

constitutional petitions, i-a Jtui.r, malicious prosecution, road traffic accident claims, unfair

aitrnittut, claims for injury and violation of nights'

The Ministry being dissatisfied with some judgments has challenged the pronouncements ln

appeals which are u, uu.ious stages of being processed. Until the legal remedies available to the

Ministryareexhausted,someof-thejudgments-remainpending.AcaseinpointisHCCNo.40l
of 201 1 & 38 of 201 I Torino Enterprises & Adenaquil D*"lgryf' Kenneth Boit and 560 others

vs AG for Kshs.l.53O g *hictt was reported as contingent tiauitity as at 30 June 2021' and has

no* b.en appealed successfully in favour of the Ministry of Defence'

PAcRepoltontheExot,inotionoltheRepofto theAuditor.GenerolontheFinonciotstotefientsolNotionolGovernmentioltheFYended3c,'un,,0,,,0,



The current procedure in place is that, once the Ministry has received notification ofjudgment that
is due for settlement subject to exploring all legal ..-"di.r. The Ministry must obtain authorization
in writing from the Attorney General uid th.iuft.. the National Treasury to settle the payment.
The ministry has continued to settle the judgments that are not contesied or where negotiated
settlements are agreed .upon with the .iudgrn.nt creditors thereby incrementally reducing the
contingent liability. Of the 59 cases disclosed as contingent liabilities as at 30 June 2021, a number
of 6 cases have been settled in full or partially to the tu-ne of Kshs. r q,z:o,sts. r o.

Some of the awards the courts pronounce are colossal necessitating request to the National treasuryfor special allocations to settle the same. Such allocation, urI ."uaity availed owing to theconstraint with limited funds. This is the case with Nairobi HC Misc. app. No. 4l of 2616 KayConstruction Vs AG where the state department has negotiated the amount due from the 721 .lMto Kshs.500.0m.
The Ministry continues to mitigate against this risk by ensuring compliance to avert being sued
and actively litigating the matters filed against the Mi;istry to aier aduerse orders.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting olficer with regardsto Contingent liabilities is satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESSAND EFFECTIVENESS IN USE OF PUBLIC RESOURCESConclusion

226.
publ

There were no material issues relating to lawfulness and effectiveness in use oflc resources

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

227 ' There were no material issues relating to effectiveness of internal controls, risk
management and govemance

REPORT ON THf, REVENUE STATEMENTS
Unmodified Opinion

228' There were no material issues noted during the audit of the revenue statements ofthe Ministry.

147

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

229 ' There were no material issues relating to lawfulness and effectiveness in use ofpublic resources.
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REPORToNEFFECTIVENESSoFINTERNALCONTROLS,RISKMANAGEMENT
AND GOVERNANCE
Conclusion

230.Therenomaterialissuesrelatingtoeffectivenessofinternalcontrols,
management and govemance

risk
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9. MINISTRY OF FOREIGN AFFAIRS. VOTE IO52

REPORT ON THE FINANCIAL STATEMENTS

Dr. Korir Sing'oei, PhD., EBS, the Principal Secretary and Accounting Officer for the State
Department of Foreign Affairs appeared before the Committee, on 3'd February 2023, accompanied
by the following oflicers:

1. Amb. Joseph Vungo, MBS
2. Mr. James Aloyo
3. Amb. Josphat K. Maikara, MBS
4. Mr. Vincent Kirwa
5. Amb. Margaret Gachuru
6. Mr. Kenneth Karani
7. Mr. John Gitu

8. Ms. Serah Lutta
9. Mr. Billy Mathu

Director, Legal Affairs
Senior Chief Finance Officer
Senior Foreign Service Advisor
Senior Deputy Accountant General
Director, Assets
Head of Procurement
Director, Human Resource
Management
Head. Intemal Audit
Personal Assistant to PS

and submitted as follows;

231. Cash and Cash Equivalents

As disclosed in Notes l0A and l0B to the financial statements, the statement of assets and
liabilities as at 30 June, 2021 reflects cash and cash equivalents balance of Kshs. I ,345,509,377 .

However, the cash book balances for the Headquarters recurrent vote and some Missions varies
with the ledger balances supporting the financial statements as indicated below:

Cashbook balance
(Kshs.)

Ledger
(Kshs.)

Balance Variance (Kshs.)

Los Angeles 143.328 108.898 34.430
Washington 44.908 3,3s3,71 0 (3,308,802)
H/Q Recurrent vote 5 1 ,168 24,268

As a result of the above unexplained and unreconciled variances, the accuracy of the cash and cash
equivalents balance of Kshs. 1,345,509,377 as at 30 June. 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that at the time of audit there were variances between the
figures reflected in the cash book and ledger balances for Los Angeles, Washington and
Headquarters (Recurrent) for the year under review. The Ministry has reconciled the ledger
balances to the cashbook balances, which were correctly carried to the financial statements
initially.

The Accounting Officer reiterated that the details of the corrected ledger balances have been
availed for audit review
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Committee Observations and Findings
The Committee observed that the ,"ri"n... between the ledger balances and the cashbook

balances were belatedly reconciled as submitted by the Accounting oIficer.

Committee Recommendations;
The Committee reprimands the Accounting Oflicer for failure to keep proper financial

records, as prescribed under section 197 (l) (k) and (l) ofthe PFM Act,2012.

Other Matter

232. Pending Bills

Financial statements reflect pending bills of Ksh s.264,979,240 as at 30 June, 2021' The bills were

not paid during the y.ur rnd....ri.* but were instead carried forward to the financial year

202112022. Failure to settle bills during the year to which they relate distorts the budget

implementation of the subsequent year as the outstanding bills form a first charge on resources

available.

Submission by the Accounting Olficer
The Accounting Officer sui'mitted that the pending bills for _the Ministry stood at

Kshs.264,979,ZiO asat 30 June 2021. These bills were processed in IFMIS and loaded into the

Internet Banking platform awaiting exchequer release from the National Treasury. The National

Treasury *u, ,rnubl. to release the ixpectedexchequer by closure ofthe 202012021Financial Year'

thus forcing the Ministry to carry forward the bills to the financial year 202112022.

The Ministry, at the commencement of 202112022 Financial Year, verified the bills and settled the

same as lst charge onlhe202l12022 Financial Year's budget in accordance with the financial

regulations. The Accounting Officer lamented that the failure to release funds at the required

financial year distorts the budget ofsubsequent years'

The Accounting Officer informed the Committee that the Ministry carried out a verification

exercise on the- legitimacy of the pending bills and confirmed that Kshs'12,949'550 was an

inetiglUt" expenditire hence not paid. He-atso informed the Committee that Kshs.18,293,886

wasn-'t declaied in time hence carrled forward to the 202112022 Financial Year and subsequently

paid.

The Accounting Officer endeavored to settle the State Department's obligation on time and thal
he would addiess pending bills conclusively while acknowledging some of the historical

challenges like exchequer releases which were beyond his control'

Committee Observations and Findings
i. The Committee observed that the Accounting Officer did not submit the

required responses and supporting documents to the Auditor General in time; and

ii. The Committee observed that the Accounting Oflicer was taking inordinately

long in settling Pending bills.

Committee Recommendations;
i. The Committee directs the Accounting Officer furnishes the Committee with

the documents for verification within one (l) month of the adoption of this report;
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ii. The Committee directs the Accounting Officer to facilitate the settling of
verified pending bills within three (3) months of adoption of this report;

iii. The Accounting Oflicer must institute internal administrative action and
conduct investigations on the officers that processed the claims worth
Kshs.12,949,550 without due process and proper documentation and report to the
Committee within three (3) month of adoption of this report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
233. Overdrawing of Deposits Cash Book and Irregular Charge of Expenditure

During the financial year 201812019, the Ministry received contributions amounting to Kshs.
746,577,947 from various stakeholders in support of Sustainable Blue Economy Conference
(SBEC). The amount was received and paid into the Ministry's deposits bank account. In that year,
an amount of Kshs. 487,681,149 was spent on SBEC activities leaving a balance of Kshs.
258,896,798. In the financial year 201912020, an amount of Kshs. 319,661,265 was also spent
toward the SBEC activities thereby overdrawing the deposits cash book by Kshs. 60,764,467.

The deposits cash book remained overdrawn by Kshs. 60,764,467 until the financial year
202012021 when the Ministry refunded the full amount to the deposits account by irregularly
charging the expenditure in respect of SBEC activities to recurrent vote under compensation of
employees Kshs.48,850,000 and use of goods and services Kshs. 11,896,467. However, there
were no budgetary provisions for SBEC activities in the financial year 202012021. The expenditure
was, therefore, incurred in contravention of Regulation 43(b) of the Public Finance Management
(National Govemment) Regulations, 2015, which requires the Accounting Officer to ensure that
public funds entrusted to his care are properly safeguarded and are applied only for the purposes
for which they were intended and appropriated by the National Assembly. The Management was,
therefore, in breach of the law.
Submission by the Accounting Officer
The Accounting Offrcer submitted that the Ministry received Kshs. 746,577,947 into the deposit
account for the Sustainable Blue Economy Conference (SBEC) during the financial year 2018119
from various partners. Total payments for SBEC for the 2018/19 FY amounted to Kshs.
487,681,149 leaving a balance of Kshs.258,896,798 SBEC funds in the deposit account to be
utilized in the subsequent financial year on SBEC outstanding payments.

At the commencement of the 2019120 Financial Year, the Ministry spent a total of Kshs.
319,661,265 from the deposit account thereby overdrawing the SBEC funds available in the
deposit account by Kshs. 60,764,467. The total payment of Kshs.3 19,661 ,265 comprised the
following: -

DETAILS AMOUNT (KSHS.)

SBEC outstanding payments (SBEC funds available in deposit
account

258,896,798

Total payments made from the deposit account 319,661,26s

Amount overdrawn from deposit account 60,764,467
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The Ministry, during the financial year 2020121 constituted a taskfbrce to investigate the

overdrawn amount. The taskforce findings observed that the overdrawn amount of
Kshs.60,764,467 were payments made that were recurrent in nature and recommended a refund

from recurrent vote to the deposit account to plug the deficit that was occasioned by the

overdrawal. The Ministry therefore, utilized funds in the recurrent vote for 2020121 FY to refund

the amounts overdrawn from the deposit account as recommended by the taskforce.

The Accounting Officer reiterated that the Kshs. 60,764,467 payments, being pending bills, formed

first charge on1h. Mirittry's subsequent Financial Year's budget, chargeable on related budget

items. The PS submitted that the cost estimates for the two conferences changed significantly due

to the number of participants among other issues that were not predictable.

Committee Observations and Findings
(D The Committee observed that the Accounting Officer did not seek for an

approval of overdrawing and charge on different vote from Parliament within two

months of expenditure contrarT to Regulation 43(b) of the Public Finance Management

(National Government) Regulations' 2015;

(ii) The Committee noted that the Accounting Officer failed to exercise budgetary

control measures as contemplated under Regulation 43(b) of the Public Finance

Management (National Government) Regulations, 2015;

(iiD The Accounting Officer failed to provide details of the taskforce formed to

investigate the overdrawn amount including their names, designations, terms of
referenle, their duration, the appointing authority, allowances paid and whether there

was a budget for it; and
(iv) The Accounting Officer failed to provide a breakdown of how the Kshs.

60,764,467 overdrawn from deposit account was spent.

Committee Recommendation
i. The Accounting Oflicer should provide a report on the details of the taskforce

formed to the Committee within three (3) months of adoption of this report; and

ii. The Committee admonishes the Accounting OIIicer for failure to perform duty

bestowed upon the olfice.

234. GovernmentProPerties
Audit inspection of some of the Kenyan Missions abroad in November,2021 revealed several

u*auronubl. matters in relation to use, maintenance, security and management of government

properties as indicated below:

234.1. Failure to Insure Government Properties in New York
The Govemment of Kenya orrns five properties in New York. One of the properties is housing the

chancery and the consulate while the other four are residential properties. However, the properties

did not have any insurance cover to mitigate against losses in case of disaster. The foregoing

omission is contrary to Section 79(2)(c) of the Public Finance Management Act,2012 which

requires a public officer, within his area of responsibility, to ensure that adequate arrangements

a.e made for the proper use, custody, safeguarding and maintenance ofpublic property including

application ofbeit 
"ifo.tr 

to prevent any damage from being done to the financial interests ofthe

national government.
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Submission by the Accounting Officer
The Accounting Officer submitted that at the time of audit, insurance covers/certificates for the
properties owned by the Kenyan Govemment in New York were not available in the Mission file
for audit as they were either under processing or in custody of the contractors. Insurance covers
for the three Kenyan owned residential properties in New York had been applied for and were
under processing as at the time of audit - the certificates were obtained soon thereafter. An
insurance cover for the Chancery (3'd tloor, 866 UN Plaza) was secured under the refurbishment
contract which was being implemented during the audit exercise but there was a gap in payment
of premium due to exchequer delays.

The Accounting Officer informed the Committee that the ambassador's residence located at 5275
Arlington Road, New York, is not insured since it is earmarked for demolition to pave way for
redevelopment as recommended by Treasury but the Ministry was not able to secure funding from
Parliament. He further submitted that the relevant supporting documentation have since been
availed for audit review.

Committee Observations and Findings
The Committee observed that its 20l8ll9 report which provided guidelines for Kenya's
overseas Government properties was not implemented.

Committee Recommendation
i. The Committee directs the Accounting Officer to provide a copy of the
refurbishment contract in one (1) month of adoption of this report;

ii. The Committee reprimands the Accounting Officer for failure to resolve prior
year matters as required by Section 68 (2) (l) of the PFM Act,2012.

234.2. Kenya House - New York
The property in New York sits on approximately two (2) acres of land and has a residential building
known as Kenya House - New York. The property is the designated official residence of the
Kenyan Ambassador to the United Nations in New York. The house has been vacant for over ten
(10) years despite being the designated official residence while the Ambassador lives on a leased
property for which the Govemment is paying an annual rent of Kshs. 23,3 10,000. In addition, the
Mission incurs annual maintenance expenses of Kshs. 120,000 and an estimated annual utility cost
of Kshs. 868,289 on the unoccupied property. As a result, the Government has been incurring
avoidable expenses or losses totalling approximately Kshs. 24,298,289 per annum due to failure
to ensure that the official residence is occupied by the Ambassador.

Submission by the Accounting Officer
TheAccounting Officer submitted that Kenya House, the official Ambassador's residence in New
York, was constructed in the 1970s. Over the years, the property fell into disrepair and eventual
dilapidation due to obsolete systems of plumbing, heating and cooling which resulted in high
maintenance costs. During the 2014/15 Financial Year, bids were invited for comprehensive
renovation of the building, but only one bid was returned, quoting a price of USD3,000,000.00. At
that price, the refurbishment of the residence was considered not economically viable.

The Ministry organized for an inspection of the property by the Directorate of Public Works in the
Financial Year20l5l20l6. The Report from Directorate of Public Works indicated that renovation
of the property would be uneconomical. It also noted that the property had ceased to be suitable,
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and recommended disposal of the same. This report was forwarded to The National Treasury
during the 201512016 FY with a request for approval to dispose the property.

In response, The National Treasury recommended that the property be retained for redevelopment
with apartments for staff or for revenue generation, and that funding for purchase of an altemative
Ambassador's residence be sourced during the Sector Working Group process for preparation of
the 2018/19 and the subsequent Financial Year's budgets.

It should be noted, however, that the Ministry's budget as allocated at the Sector level has not been

adequate to either proceed with the recommended redevelopment, either or with the purchase of
an Ambassador's residence. The budget availed has been utilized to carry out comprehensive
renovations of the staff houses as well as the Chancery. The Ministry has planned for a provision
in the budget for FY 202312024 to commence consultancy work towards redevelopment of the
property.

Meanwhile, the property is currently being utilized to house diaspora events, seminars and
conferences for which the Mission would otherwise pay a high cost to hire venues. In addition,
the Mission is considering temporary leasing of the grounds as the state department awaits
allocation of an adequate budget for redevelopment. The Accounting Officer reiterated that the
location is not the right address for chancery but will be good for apartments.

Committee Observations and Findings
The Committee obsened that the property was still in a dilapidated state and currently
undergoing renovations.

Committee Recommendation
The Committee recommends the Accounting Officer to avail a cost-benefit analysis with its
budget and identify where Kenya House-New York would be put up and present the report
to the Committee within three (3) months after adoption of this report.

234.3. Washington DC

The Ken a Govemment owns five rties in Washin ton DC as indicated below

The Kenya Mission in Washington DC has eleven (11) home-based staff. The Ambassador and
the Finance Attach6 are officially housed while the Deputy Chief of Mission is living in his own
house. The other eight (8) members of staff are housed in leased premises where the Mission pays
a monthly rent ranging between US $3,100 (Kshs. 310,000) and US $3,750 (Kshs. 375,000) per
month for each house.

OCCUPANT NATTIRE
I Embassy office - Chancery Non-residential

Ambassador's residence Residential
J Residential
4 Finance Attache
5 Vacant Residential
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The two vacant residential houses are six bedroomed house which has remained unoccupied for
three (3) months and a three bedroomed house which has been unoccupied for more than one year.

In addition, the Mission incurs approximated expenditure of US $ 88,926.89 (Kshs. 8,892,689) per
annum on utility and cleaning of the compounds.

Had the vacant properties been fully utilized, the Govemment would have saved a total of Kshs.
13,842,689 comprising of rent of Kshs. 3,720,000 per annum being paid for one of the local staff
who should have occupied the three-bed roomed house and rent for three months of Kshs.
1,230,000 paid for the Deputy Ambassador had he occupied the six bedroomed house and
expenditure of Kshs. 8,892,689 on utility and cleaning of the compounds.

Submission by the Accounting Olficer
The Accounting Officer submitted that the two vacant staff houses reported in the Audit Report
had indeed been vacant due to various defects. With regards to one ofthe vacant houses located at
4453 29th Street, the property had been vacated to make way for repair works. The Mission was in
the process of terminating the lease of a property that was occupied by one of the officers who was
to move into the GOK house, but unfortunately a tree fell and damaged the roof of the house, broke
the entrance and electrical cables. The insurance cover for the properties provides for such
eventualities. The insurance Company therefore took over the property for the required repair
works. A contractor was procured by the Insurance Company but the process took longer than was
expected due to Washington DC Permit processes. The renovations were completed by 30th

September 2022 and one ofthe home-based officers took occupation ofthe same from that date.

The second staff house located at 6228 32nd street, was vacated in May 2021 when it's
mechanical/plumbing, electrical and cooling infrastructure failed thus requiring major renovation
works to be undertaken on it before hand. Obtaining the Washington DC permits and procuring
the contractor to undertake the refurbishment has taken long but has eventually been concluded.
The House handing over to the contractor was to be done in January 2023 and the refurbishment
works were expected to be completed by May 2023. With the cuts effected in the Ministry's
2022123 Financial Year's Supplementary I development Estimates, however, the refurbishment
completion will be delayed to next Financial Year.

Committee Obserryations and Findings
The Committee observed that government properties abroad were not being maintained well
as the two vacant residential houses had been vacant and in deplorable state.

Committee Recommendation
The Committee directs the Accounting Officer to provide a report on the occupancy, the
renovation and repair works as well as the budgeted and actual costs incurred on the
property within one (l) month after adoption of this report.

234.4. Purchase ofChancery - Geneva

The Kenyan Mission in Geneva entered into an agreement with Pi Morillon SA in the year 2020
for purchase of land at Swiss CHF 4, 641,765 (Kshs. 547,728,270) and building at Swiss CHF
11,208,235 (Kshs. 1,322,571,730). The valuation report done by the Ministry of Lands and
Physical Planning dated 5 April, 2019 had the following wrong details regarding the property:
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DESCRIPTION VALUATION REPORT ACTUAL POSITION
Plot No. 5785, mission 5 Plot No. 5816, Mission 6

Size of land 1500 square metres 2150 square metres

Services quoted Gas pipeline
24 hour security

Non-existent services on the
ground

Land Plot on level ground Plot is on a hilly ground
Plot boundaries No masonrv wall fence

Proposed construction Five double storey house One single storey house
Market Sales comparable to valuation No document for the market

value

In addition, the address ofthe Chancery was not indicated in the valuation report. In view ofthe
errors noted in the valuation report in relation to the actual position observed,, the accuracy and
reliability of the report could not be confirmed.

Submission by the Accounting Olficer
i. Title Number and address

The Accounting Oflicer submitted that the Chancery for the Kenya Permanent Mission to the
United Nations in Geneva was acquired as a turnkey project, comprising purchase of land and
proposed development. The entire development which is referred to as 'The House of Missions"
was divided into five portions that were solely offered to diplomatic Missions. The initial title
number for the entire plot was 5785. After sub-division, a unique plot number was generated for
each plot. For Kenya, the individual plot number generated is plot number 5816, Mission No. 5.

Therefore, the valuation report was correct to indicate that the initial plot no. was 5785(Part)
Mission 5. After sub-division, Mission 5 (Kenya) got its own plot No. as 5816 with its own address,
which is Allee David-Morse 6.

ii) Size of Land
The Accounting Ofticer submitted that the Valuation Report by the Ministry of Lands indicates
that the area is 1,214 square metres approximately. This is the area of the building as documented
in the sale and purchase agreement, which indicates that the purchase is of a plot of size 2,150
square metres with granted building rights of 1,214 square metres.

iii) Services quoted - Non-existence of a gas pipeline and 24-hour security at the Chancery
The Accounting Officer submitted that the valuation report indicated that water, electricity, gas

and sewer are within the neighborhood for connection to the property. Other services include a 24-
hour security provided by a private security firm and tarmac roads. The Valuation Report therefore
indicated that the gas pipeline existed within the neighborhood of the chancery and not at the
chancery itself. As regards the 24-hour security, this was at the time provided by the contractor to
provide security for the construction site.

iv) Land
The Accounting Officer submitted that the valuation report indicated the plot is a square shaped,

level plot on mixed soils. He also clarified that the land that the Chancery sits on is level ground
bordering a raised area to the rear.
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v) Plot Boundaries
The Accounting Oflicer submitted that the Valuation Report indicated that boundaries are marked
with masonry wall fence while access is via a double hinged wooden gate. He also clarified that at
the time of valuation, the contractor was on site and excavation works had begun and therefore, it
is the contractor that had marked the boundaries with masonry wall fence and provided for access
via a double hinged wooden gate before commencement of the construction as required by law.
The contractor's boundary wall was replaced with a fence made of metallic bars and chain
link/barbed wires.

vi) Proposed Construction
The Accounting Officer submitted that the Valuation Report indicated a proposed construction of
five (5) blocks of double storey houses collectively referred to as 'House of Missions.' The report
further indicated that the valuation only considered the land element with respect to Mission 5

(Kenya). As indicated in the Valuation Report, the development comprises a block of five
properties each double storeyed. Only one double storeyed property (Mission 5) belongs to Kenya
Mission.

vii) Market Value
The Accounting Officer submitted that the valuation by the Ministry of Lands and Physical
Planning indicated that in order to arrive at the current Market Value of the property, the Ministry
adopted the Sales Comparable Approach to valuation. This implies that the Valuation Report
provides the Open Market value of the property at CHF 4,856,000 which is derived using the Sales

Comparable Approach.

Committee Observations and Findings
(i) The Committee visited the project in June 2023 and observed that it was
completed within contract period with no variation of costs. The property was located
in an ideal location;
(ii) The Committee observed that the response by the Accounting Officer and
further engagements with the Permanent Representative (PR) of the Republic of
Kenya to the United Nations in Geneva, Ambassador Dr. Cleopa Mailu, were
satisfactory.

Committee Recommendation
The matter was marked as resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

235. There were no material issues relating to effectivess of intemal controls, risk
management and govemance.

-
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10. STATE DEPARTMENT FOR VOCATIONAL AND TECHNICAL
TRAINING- VOTE 1064

REPORT ON THE FINANCIAL STATEMENTS

Dr. Margaret W. Mwakima, the Principal Secretary and Accounting Officer for State Department
for Vocational and Technical, Training (Vote 1064) appeared before the Committee on 11th May,
2022 to adduce evidence on the Audited Financial Statements for the State Department for
Vocational and Technical, Training (Vote 1064) for the Financial Yeu 202012021. She was

accompanied by the following officers.

1. Mr
2. Mr
3. Mr
4. Mr
5. Mr

David Yatich Kipkemoi -

Antony Masinde
Elicanal Mosiori
Tom Mulati
John Macharia -

Secretary Administration
Chief Finance Officer
Director Human Resource Management
Ag. Director TVET
Head of Accounting Unit

And submitted as follows

Basis for Qualified Opinion

236. Unreconciled Bank Balances
The statement of assets and liabilities as detailed in Note 10A as at 30 June.202l reflects bank
balances of Kshs.167,630,436. As previously reported, the comparative bank balance of
Kshs.187,133,948 had various project bank balances which differed with the balances reflected in
the respective financial statements as follows:

Project
Bank Balance as per the
Financial Statements of
the State Department
(Kshs.)

Variance
(Kshs.)

ADB 3"354,258 Nil 3.354,258
KIDDP 26,342,444 26,159.554 r 82.890
EASTRIP 72,009,480 71,945,910 63,570
Total 3,600,718

The closing balance therefore included unexplained and unreconciled opening balance variance of
Kshs.3,600,718.

Further, the bank reconciliation statement for Account Number 1000302577 had payments in cash

book not in the bank statement of Kshs. 37 5 ,555 ,436. Included in the balance are payments to staff
amounting Kshs. 90,146,668 paid between 26 and 30 June, 2021 all of which have not been

included in the outstanding imprest though there is no evidence the activities were undeftaken
before the year end. In the circumstance, the accuracy and completeness of the bank balance of
Kshs.167,630,436 could not be confirmed.
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Submission by the Accounting Officer
The Accounting Officer admitted that during preparation of the State Department financial reports,
the bank balances had reflected an amount of 3,354,258 being bank balance in the AfDB project
bank account,, though the account had been closed by the National Treasury. The amount has since

been reconciled as shown in the Central Bank of Kenya Certificate. The State Department is
pursuing a formal letter from The National Treasury to show the movement of funds.

This is however a repeat paragraph from the financial year 201912020 which was discussed by
Parliamentary Accounts Committee and the State Department is still awaiting direction on the
same from the committee.

The Accounting Officer further submitted that state that Kshs.90, 146,668 were various payment

vouchers (FO 20) to institutions and staff fbr capitation and service gratuity, and not outstanding
imprests to staff. The above transactions which were outstanding in the bank reconciliation
statement as at 30 June 2021 were subsequently cleared by I 3 July 2021 as per the bank statements.

Copies of duly authorized and approved payment vouchers and bank reconciliation statements

have since been provided to auditors for verification. Also a schedule indicating the dates that the

transactions were cleared in the bank was availed for perusal by the Committee.

Committee Observations and Findings
The Committee observed that the issues were discussed during the examination of the State
Department account for financial year 201912020 and recommendations not implemented.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act,2012. The Committee recommends that the
Accounting Officer avails a matrix on implementation of various recommendations, within
three (3) months of adoption of this report.

237. Misclassification of Transactions in the Ledger
The supporting ledgers provided for audit revealed the following misclassification of expenses

In the circumstance, the accuracy and completeness of the financial statements could not be

confirmed.

Submission by the Accounting Officer
Partial correction joumals have since been posted in the IFMIS system to reflect a true and fair
view of the financial statements. For the balances, the State Department will do a prior year

adjustment inFY 202112022 so as to clear as per the table below:

Account Name Amount (Kshs.) Correct General Account
I ,01 8,560 Printing, Advertising

Training 170,000 Hospitality
Rentals and Produced Assets 1,815,333 I ltilities
Total 3,003,893
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Account Name Amount
cleared

Correct General
Account

Communication I ,01 8,560 l,018,560 0 Printing,
Advertising

Training 170.000 170.000 Hospitality
Rentals and Produced
Assets

I,81s,333 1,526,102 289.231 utilities

Total 3,003,893 2,714,662 289.231

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; and
(ii) The Committee further observed that the Accounting Officer failed to ensure
that reconciliations are done in time and the complete financial statements submitted
to the Auditor General in time as provided for in Article 229 (4)(h) of the Constitution,
and section 8l(a)(a) of the Public Finance Management Act2012.

Committee Recommendation
i. The Committee reprimands the Accounting OIIicer for failure to keep proper
accounting records as prescribed under Section 197 (l) ofthe PFM Act,2012; and

ii. The Accounting Officer should always ensure that the records are reconciled
and analyzed with necessary supporting documents and submitted to the Auditor
General in compliance with provisions of Section 68 (2) of the PFM Act 2012.

238. Unreconciled Compensation of Employees
The statement of receipts and payments reflects compensation of employees of
Kshs.6,174,004,258 which is a variance with the amount reported in the integrated Payroll and
Personnel Database (IPPD) summary of Kshs.6,171,887,634 resulting in an unreconciled and
unexplained variance of Kshs.2,116,624. Further, included in the compensation of employees
amount of Kshs.6,174,004,258 is Kshs.5,063,658 paid as overtime allowance to staff and
Kshs.8,851,948 paid in respect of leave commutation by staff which was not reported with the
necessary approvals ofjustification.

Additionally, the compensation of employees amount of Kshs.6, 174,004,258 includes payments
totaling Kshs.l1,871,140 that have been described as salary reimbursements for which no
supporting documents or explanations were provided for audit review.

In the circumstances, the accuracy and completeness of the compensation of employees of Kshs.
6,174,004,258 could not be confirmed.

Submission by the Accounting Officer
Following the transfer of Trainers from Teachers Service Commission vide
TSC/ADm/l92ANolJXl47 dated27th July 2018 (Circular 1712018), and the recruitment of 3,000
new trainers the volume of work for the State Department increased tremendously. The volume
ofwork increased beyond the existing administrative staffthat did not expand despite the expanded
mandate. In addition, officers have continued to retire without replacement.
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During the year under review, the State Department was involved in various activities and
programmes towards the re-opening of Institutions after the COVID-19 closure of schools. The
State Department is also involved in the infrastructure developments in various TVET Institutions
across the Country. These programmes involve activities of monitoring the development projects

and processing of reports and a lot of paper work in the office. The officers in HRM&D division
were involved in processing transfer of service documents, posting of the trainers, processing of
reporting letters from the respective Institutions where the trainers were posted, processing oftheir
salaries and personal numbers and opening of personal files. This forced the officers to work
beyond the normal working hours.

In view of above, the officers in job group 'J' and below were recommended by their respective
Heads of Department for consideration for payment of overtime allowance. The recommendation
was tabled before Ministerial Human Resources Management Advisory Committee for approval.
The Committee approved and copies of minutes were provided for perusal by the Committee.

The amount of Kshs. 8,851,948 was paid in respect of leave computation by staff for the

FY202012021. Following the transfer of Technical Education functions from TSC to the State

Deparrment vide TSC/ADrn/192ANol.lX/47 dated 27th July 2018 (Circular l7l20l8), the
programmes and activities for the State Department expanded tremendously without the

corresponding expansion of the Administrative and Technical Staff to march the expanded

mandate. This has led to lean staff being over stretched with work and therefore unable to utilize
their leave days. The activities were further increased due to the programmes and activities
towards the re-opening of Institution after closure due to COVID-19.

It was important to note that the officers applied for their leave as provided by service regulations.
However, they could not be release for leave due to exigencies ofduty. It is on this basis that the

Cabinet Secretary approved Commutation of leave for cash for the officers. It is worth noting that
only 130 officers whose leave was commuted against a complement of 6,500 of the approval and

leave applications forms were provided to the Committee for ease of reference.

The variance of Kshs. 2,116,624 in the IPPD is due the payment of salary and allowances that
were done outside IPPD through payment vouchers to the employees due to various reasons below:

o The recruited officers were posted and reported to their respective Institutions. The
personal numbers which are processed through the State Department for Public Service
delayed due to the new UPN system which is interactive between the new employee, the

State Department for Vocational and Technical Trainers and the State Department for
Public Service. In some cases, the personal numbers took a while before being finalized.
But the officers were already at their duty station working hence deserved payment of
arTears.

e Promotions of officers in job group 'K' to 'L' which was long overdue as they
belong to Common Cadre and ought to have been promoted on completion of three years

as per their Scheme of Service at TSC. This was caused by the delay of transfer of service
documents from Teachers Service Commission to the Ministry. Serving Teachers

transferred from TSC before obtaining personal numbers. TSC stops their salaries before
presenting the documents for processing ofpersonal numbers.
. The promotions were approved by Ministerial Human Resource Management
Advisory Committee vide Minute No. 3/10/2021 (1) of the Meeting held on l5th April,
2021.
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o Nine (9) officers who were on contract had their salary stopped due to non-
compliance of public officers Ethics Act by not declaring their income assets and
liabilities within the prescribed period. By the time their matter was resolved their contract
period had expired and they could therefore no be reinstated to the IPPD payment. It was
therefore necessary to pay any outstanding salary to them through the voucher.
. Four (4) officers were cases of salary underpayment due to wrong date of birth
captured in IPPD detected when processing pension documents. The date of birth
acceptable for pension processing is the date declared by the officer in his/her application
for employment Form (PSC 2 or TSC Appt I ). There are instances where the date of birth
in the officer's ID differs from the one declared in the employment application form. This
can lead to underpayment as in the four cases. When such is detected then the officer is
paid the difference through voucher since he/she can't be reinstated into the payroll.
o Four (4) cases were paid a token of Kshs.50,000 according to section Dl6 of the
Human Resources Policies and procedures manual for public service 2016 which states
that'The Goyernment shall provide a token contribution of Kshs.50,000 to defrayfuneral
expenses./itr a deceased officer. one spouse and up to.four (1) children aged twenly-five
(25) years and below:

A schedule of the payments of Kshs. 2,116,624 is as indicated in the table below

P/NO: Amount Remarks
I PETER

ONYANGO
MALA I 9871 2301 5 147,561.35 Salary stopped due non-

compliance and reinstated after
the officer had reached end of
contract

2 TIMOTHY
NYARERA
ONGUBO

I 984143360 240,829.15 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

., EVANS MBUCHI
KINUTHIA

I 9891 50674 209.109.30 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

4 CHARLES
NDEGWA
NGANGA

1984143524 154,162.73 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

NJERI WANJOHI 1981157964 173,033.00 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

6 DANSON MATIRU 1987123039 104,999.96 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract
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Name of Officer

5



7 MARTIN OMONDI
OKUDO

1985105746 143,203.20 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

u OTIENOTOBIAS
OWINO

r 985105602 122,679.30 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

9 ABEL MONYENYE 1 9891 s06s0 168,641.71 Salary stopped due non-
compliance and reinstated after
the officer had reached end of
contract

JOHN KIMANI
WATHANGA

1985105640 195,894.00 SALARY UNDERPAYMENT
detected during preparation of
pension documents

t1 KEZIAH
MUTHONI

MAINA 19830993231 83.950.00 SALARY UNDERPAYMENT
detected during preparation of
pension documents

t2 RICHARD
ANYOKA TINEGA

20088908849 50.000.00 DEATH token as per the HR
Manual

ELIJAH MWANIKI r 98s 102308 84.878.56 SALARY UNDERPAYMENT
detected during preparation of
pension documents

l4 BENARD
WABWIRE

2008104400 17,570.00 Being payment of one month
salary advance.

l5 ADOW
O.WARLANE

1989149606 70.1 I 1 .70 SALARY UNDERPAYMENT
detected during preparation of
pension documents

l6 ADOW
O.WARLANE

1989149606 s0.000.00 DEATH token as per the HR
Manual

17 JOSIAH NJIRU 1993037818 s0.000.00 DEATH token as per the HR
Manual

ISSACK
ABDDIRAHAMAN
ALI

t994072659 DEATH token as per the HR
Manual

Total 2,116,624

The amount of Kshs. 1 1 ,87 I , 140, indicated in the notes to the financial statements as payment of
salary reimbursement relates to personal allowances paid as part of salary but was included in
payments of salary reimbursements schedule as per the new reporting PSAB template for the year

202012021. This has since been corrected and transferred back to personal allowances paid as part
of salary.

The below table indicates how the notes to the financial statements for compensation were
presented in the new public sector accounting board template which were presented on 30th

September 2021 to the Office of the Auditor General.
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Details
2020-2021

Kshs. Kshs.
Basic salaries
employees

of permanent 3,466,918.339

Basic wages of temporary employees 993j23,401

Personal allowances paid as part of
salary

1,976,544,773 620,877,009

TOTAL 6.t74,004,258 5,081,318,749

The below table shows the corrected extract of the note 5 to the financial statements showing the
Kshs. 11,871,140 as personal allowances paid as part ofsalary and not personal allowances paid
as reimbursements.

Committee Observations and Findings
i.The Committee observed that the Accounting Officer failed to prepare and keep
proper accounting records and thus in contravention ofSection 68 (2) (b) ofthe PFM
Act,2012; and

ii.The Committee further observed that the Accounting Officer failed to ensure that
reconciliations are done in time and the complete financial statements submitted to
the Auditor General in time as provided for in Article 229 (4Xh), and section 8l(a)(a)
of the Public Finance Management Act 2012.

2020-2021 2019-2020

Kshs. Kshs.
Basic salaries
employees

of permanent 4,197,459,485 3,466.918,339

Basic wages of temporary employees 993,523,401
Personal allowances paid as part of
salary

1.876.037.423 620,877,009

Personal allowances
reimbursements

paid as

Employer Contributions Compulsory
national social security schemes

649.800

Employer Contributions Compulsory
national health insurance schemes

TOTAL 6.174,004,258 5,081,318,749

164

2019-2020

4,197,459,485

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to keep proper accounting
records as prescribed under Section 197 (l) ofthe PFM Act,2012.

Details

99,857,5s0
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Under the circumstances, accuracy and completeness ofrental ofproduces assets expenditure of
Kshs. 2,056,560 could not be confirmed.
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239. Use ofGoods and Services
The statement of receipts and payments reflects and as disclosed in Note 6 of the financial
statements use of goods and services amount of Kshs. 1,465,900,314. The following anomalies
were observed in respect ofthese payments.

239.1 Unsupported Utilities, Supplies and Services
Note 6 of the financial statements reflects utilities, supplies and services payments amounting to
Kshs.5, 925, 183. However, an amount of Kshs.3,240,260 related to District expenditure was not
supported by respective utility bills and proofofactual payments. Further, the supporting ledger
includes an amount of Kshs.1,009,810 that has been described as correction of electricity
expenditure charged in wrong account which has not been supported by duly approved joumal
vouchers. No explanation has been rendered in supporting the adjustment.

Under the circumstances, accuracy and completeness of utilities, supplies and services expenditure
of Kshs. 4,250,070 could not be confirmed.

Submission by the Accounting Olficer
The Accounting Officer admitted that Note 6 in the financial statements reflects utilities,, supplies
and services expenditure amounting Kshs. 5,925,183. The amount of Kshs. 3,240,260 related to
District expenditure. Accountability of AIEs issued to County Directors is done at the district
treasuries. At the Ministry level, expenditure retums is received, accounted and captured in the
IFMIS system.

The State Department has since written letters to the respective county Directors to demand for
copies of payment vouchers duly supported, authorized and stamped "paid' to be forwarded to
headquarters for audit verification. The account analysis schedule reflecting Kshs. 1,009,810 as

electricity expenditure charged in wrong account has since been corrected as per journals.

Committee Observations and Findings
(i) The Committee observed that an adjustment has since been made to correct
expenditure charged in wrong account;
(iD However, the Committee obserryed that copies of payment vouchers are yet to
be availed for audit review; and
(iiD The Committee also observed that during the audit, the Accounting Ollicer
failed to provide accurate records and other supporting documents in breach of Section
9 (l) (e) of the Public Audit Act,2015.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to keep proper accounting
records as prescribed under Section 197 (l) ofthe PFM Act,2012.

239.2 Unsupported Rental of Produced Assets
Note 6 of the financial statements reflects rental of produced assets of Kshs.39,442,747 which
includes Kshs.2,056,560 in respect of rental payments for District offices that has not been

supported by lease agreements ofthe respective District offices.



Submission by the Accounting Officer
Accountability of AIEs issued to County Directors is done at the district treasuries. At the Ministry
level, the expenditure returns is received, accounted for and captured in the IFMIS system.
However, The State Department has since written letters to the respective county Directors to
demand for copies of payment vouchers duly supported, authorized and stamped "paid' for
Kshs.2,056,560 and copies of lease agreements to be forwarded to headquarters for audit
verification.

Committee Observations and Findings
(i) The Committee observed that copies of payment vouchers are yet to be availed
for audit reviewl
(iD The Committee further observed that the Accounting Officer failed to prepare
and keep proper accounting records in contravention ofSection 68 (2) (b) ofthe PFM
Act,2012;
(iii) In addition, 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, 2015.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to keep proper accounting
records as prescribed under Section 197 (1) ofthe PFM Act,2012.

239.3 Misclassification and Unsupported Training Expenses
Note 6 of the financial statements reflects training expenses of Kshs.59.725,113 included in this
amount are allowances to staff amounting Kshs.14.963,448 which do not relate to training
activities. Management did not provide supporting evidence and authority for the reallocation of
funds. This was contrary to section 43 of public finance management Act2012.

Submission by the Accounting Oflicer
Under Section 43 (2a) and (3) of the PFM act 2012, The Accounting Officer for the State
Department is allowed to reallocate funds as below if need be:

2) An accounling fficer.for a national governmenl enlity, other than a state corporalion may
reallocate funds between programs, or between sub -votes, in the budget for a financial year if:
(a) There are provisions in lhe budget ofa program or sub-votes which are unlikely to be utilized.
(3) Regulations made under this Act may provide for the reallocation offunds within sub-votes or
programs.

Under The Public Finance Management (National Govemment) Regulations, 2015, The
Accounting officer for the State Department is allowed to reallocate funds as below if need be:

18. (l) For purposes ofsection 13(3) ofthe Act, Accounting olficers, may authorize reallocotion
offunds within programmes or sub-votes provided that:
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In addition, the training expenses includes AIEs issued on 28 June, 2021 to various Districts
amounting to Kshs.943,380 that had not been surrendered as at 30 June, 2021 though fully
expensed in the financial statements. Under the circumstances, the accuracy and completeness of
the allowances and AIEs amounting to Kshs. 15,906,828 in respect of training expenses could not
be confirmed.



(a) This does not affect the total voted provision;
(b) The provisions in the budget of the programme or sub-vote from within which the funds are to
be transferred are unlikely to be utilized.

Accountability of AIEs issued to County Directors is done at the district treasuries. At the Ministry
level, the expenditure returns are received, accounted for and capture in the IFMIS system.
However, The State Department has since written letters to the respective county Directors to
demand for copies of payment vouchers duly supported, authorized and stamped "paid' to fully
account for Kshs.943,380 to be forwarded to headquarters for audit verification.

239.4 Unsupported Specialized Materials and Services Expenditure
Note 6 of the financial statements reflects payments in respect of specialized, materials and
services amount of Kshs. I , I 50 ,718,245 . Included in this amount are payments for two projects
amounting to Kshs.1,143,096,785 in respect of direct payments made to an intemational supplier
by financing bank for supply of goods that were purportedly delivers to various TVET institutions.

However, the expenditure was not supported by a financing agreement even though management
indicates there was one signed on 5 September,20l3 and an addendum on 5 may,2016 and there
has been no audited accountability statements for the projects since inception. Further, the project
activities have not been supports by approved work plans and procurement plans.

In addition, the payments for specialized materials and services included Imprest sunenders by
staff in respect of travel allowances amounting to Kshs. 4,240,200 that could not be matched to
any activities related to the procurement of specialized materials and services and the surrender
documents to supports the travels were not provided lbr audit review. Under the circumstances,
accuracy, completeness and validity of specialized materials and services expenditure of Kshs.
I ,I 50,71 8,245 could not be confirmed.
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Committee Observations and Findings
(i) The Committee observed that copies of payment vouchers are yet to be availed
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; and
(iii) In addition, 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 (l) (e) of the Public Audit Act, 2015.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to keep proper accounting
records as prescribed under Section 197 (1) ofthe PFM Act,2012.

Submission by the Accounting Officer
The Kenya China Project contract was signed on 5th September, 2013 with addendum signed on
25th May,2016. The funding was for the purchase of technical training equipment in selected
TVET institutions. The documents that are available for the Project in support of the loan



commitments include the Contract document, the Financing Agreement and payment vouchers
totaling Kshs.1,054,551,634 for the FY 202012021 which were availed for audit verification.

The Equipment were supplied in batches and after delivery of a batch, the Supplier would submit
an invoice for payment. The State Department would process the invoice and capture the
expenditure through IFMIS system. The payment voucher was then submitted to the National
Treasury for onward submission to EXIM bank to pay the supplier.

The State Department role ends with the submission of the payment voucher to the National
Treasury and therefore the same can only be confirmed by the Resource Mobilization Department
at The National Treasury, who can provide the disbursement schedule from Exim bank.

The State Department has written to the National Treasury to provide the payment schedule for
audit verification.

Committee Observations and Findings
(i) The Committee noted the explanation and documents given by the Accounting
Officer with regards to Specialized Materials and Services; and
(ii) However, the Committee further observed that there was need for the
Accounting Officer to avail disbursement schedule from Exim Bank and submit to
the Office of the Auditor General for audit review.

Committee Recommendation
i. The Committee reprimands the Accounting Officer for failing to provide
information within reasonable time to the Auditor General pursuant to Section 62 (l)
of the Public Audit Act,20l5;

ii. The Committee directs that the Accounting Officer furnishes the Committee
with the documents for verification within one (l) month of the adoption of this
report.

240. Unconfirmed Transfers to Other Government Units - Current Grants
The statement of receipts and payments and as disclosed I Note 7 to the financial statements
reflects transfers to other government units of Kshs. I I,858,364.762 which includes current rants
of Kshs. 8,777,167,048. Included in this amount are payments made on 30 June 2021 amounting
to Kshs. 28,301 ,560 in respect of verification of trainees' enrolment data in technical institutions.

However, no details of the institution where the amounts were transferred to. In addition the
expenditure has not been supported by a work plan, budgetary allocation, institutions to be visited
and a report after the verification exercise and proof of actual travel to verify the trainees.

Submission by the Accounting Officer
The intemal audit department gave a proposal in line with the annual work plan to undertake a

verification of trainee enrollment data in the technical institutions to identify risks, determine
compliance with the laid down guidelines and recommend measures to strengthen management of
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In the circumstances, the validity of the trainees' expenditure of Kshs.28,302,560 for the year end
30 June.202l could not be confirmed.



capitation grants. There are 192 technical institutions served under the State Department for
Vocational and Technical Training. It was proposed that the verification be undertaken in phases

starting with the l't phase of 50 institutions from financial year 201812019 when the first capitation
funds were released to financial year 202012021 which was the current year.

Committee Observations and Findings
(D The Committee observed that the Accounting Oflicer failed to prepare and
keep proper accounting records in contravention ofSection 68 (2) (b) ofthe PFM Act,
2012;
(ii) The Committee further obsen'ed 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, 2015; and
(iii) However, the Committee observed that the explanation given by the
Accounting Officer with regards to Transfer to Other Government Units - Current
Grants was now satisfactory.

Committee Recommendation
The Accounting Officer must at all times ensure that fully reconciled financial statements
are submitted to the Auditor General pursuant to Section 68 (2) (k) of the PFM Act,2012.

241. Unconfirmed Transfer to Other Government Units - Capital Grants
The statement of receipts and payments and as disclosed in Note 7 to the financial statements

reflects transfers to other govemment units of Kshs. 11,858,364,762. Included in this amount is
Kshs. 3,081,197,714 in respect to transfers to other levels of government - capital grants. The

amount further includes Kshs. 2,71 0,5 10,124 disbursed during the year to institutions to undertake
various projects for construction of technical vocational colleges throughout the country. However,
management did not provide evidence in support of receipt of the funds by implementing
institutions.

In addition, the amounts were expensed at the point of disbursement. The receiving institutions
did not prepare accountability statements expenditure summaries, progress certificates to support
payments and project progress status report in support the utilization ofthe funds.

In the circumstances, the accuracy, completeness and validity of the capital disbursements amount
of Kshs.2,710,510,124 could not be confirmed.

Submission by the Accounting Olficer
Due to the huge number of projects being implemented by the State Department, the ministry
adopted the mentor-mentee approach. Under this approach, the State Department disburses funds

to institutions that have been identified as mentors who are mandated to oversee the financial
management and actual contract management of the project. The State Department undertakes

periodic monitoring and evaluation to establish progress and status ofthe project.
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In the Intemal Audit work plan, it was envisaged that this exercise was to be conducted in the

fourth quarter. A report on the verification activity, list of institutions visited, work plan and proof
ofactual travel in form ofwork tickets have been provided.



Committee Observations and Findings
(i) The Committee observed that the Accounting Officer failed to prepare and keep
proper accounting records in contravention ofSection 68 (2) (b) ofthe PFM Act,20l2;
(ii)The Committee also observed that during the audit, the Accounting Officer failed to
provide accurate records and other supporting documents in breach ofSection 9 (l) (e)
of the Public Audit Act, 2015.

242. Unreconciled Transfer to Other Government Units - Appropriations-In-Aid
The statement of receipts and payments and as disclosed in Note 7 to the financial statements
reflects transfers to other Government units amount of Kshs. 8,777,167,048. The current grant
included Appropriation-ln-Aid received amounting to Kshs. 1,404,367,307 which diff'er with the
amount disclosed as other revenues receipts under the statement of receipts and payment of Kshs.
2,336,089,461 resulting to an unexplained and unreconciled variance of Kshs. 931,722,154.
In the circumstances, the accuracy and completeness of the Appropriation-ln-Aid of Kshs.
2,336.089.461 for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Appropriation -ln-Aid totaling to Kshs.2,336,089,461 comprises of item 1420300 totaling ro
Kshs.42,139.648 and Item 1420200 totaling to Kshs.2,293,949,813. The un-reconciled variance of
Kshs.93 I , 722,544 was due to wrong narration of the description in the account analysis schedule
for current grants. The correct narration is "Appropriation in Aid" (AIA) collections by the various
Institutions and not quarterly allocations as indicated in the schedule. This has since been rectified
and the revised and the unreconciled AIA amount of Kshs.93 1,722,544 has been reconciled and
schedule provided for audit verification.

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; and
(ii) The Committee further observed that the Accounting Officer failed to ensure
that reconciliations 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 81(a)(a)
of the Public Finance Management Act 2012.

Committee Recommendation
The Committee reprimands the Accounting Officer for financial misconduct as prescribed
under Section 197 (l) ofthe PFM Act,2012.

213. Unsupported Acquisition of Assets - Construction of Buildings
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Committee Recommendation
i. The Committee admonishes the Accounting Officer for failure to perform duty

bestowed upon the olfice; and
ii. The Committee reprimands the Accounting Officer for failure to keep proper

accounting records as prescribed under Section 197 (l) ofthe PFM Act,2012.



The statement of receipts and payments and as disclosed in Note 9 to the financial statements

reflects acquisition of assets of Kshs.,750,04l,645.lncluded in this amount are payments in respect

of construction of buildings amounting to Kshs.730,165.945. The payments further included an

amount of Kshs.722,131,333 in respect of contractors undertaking constructions at various
Technical Training Institutions. The payments did not have supporting documents in form of
expenditure summaries, procurement procedures and project periodic architect's valuation
certificates provided for audit verification. In the circumstances, the validity of expenditure of
Kshs. 722,131,333 on construction of buildings could not be confirmed.

Submission by the Accounting Officer
The construction of buildings amounting to Kshs.722,131,333 in the financial reports for the year

ended 30 June 2021 has now been supported with a schedule showing the names of payees, the

amounts disbursed, interim certificate paid, and the individual project for which the constructions
are budgeted for. Also availed in support ofthe above expenditure are copies ofpayment vouchers,
project progress reports, copies of valuation reports, tender documents and minutes, tender award
letters, inspection and monitoring minutes/reports and site meeting reports.

Committee Observations and Findings
(D The Committee observed that the Accounting Officer failed to prepare and
keep proper accounting records in contravention ofSection 68 (2) (b) ofthe PFM Act'
2012; and
(ii) The Committee also obserued 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.

Committee Recommendation
The Committee reprimands the Accounting Officer for financial misconduct as prescribed
under Section 197 (1) ofthe PFM Act,2012.
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244. Unsupported Proceeds from Foreign Borrowings
The statement of receipts and payments reflects Proceeds from Foreign Borrowings of
Kshs.1,868,679,733. Included in this amount is the Kenya China Projects amount of
Kshs.1,054,551,634 which related to payments made directly to the suppliers lending Bank.
However, the Management did not provide in support of the payments and inspection and

acceptance reports for the goods or services rendered. In the circumstance, the accuracy and

completeness of proceeds from foreign borrowings of Kshs. 1,054,551,634 could not be

confirmed.

Submission by the Accounting Officer
The Kenya China Project was signed on 5'h September, 2013 with addendum signed on 25th May,
2016. The funding was for the purchase of technical training equipment in selected TVET
institutions. The documents that are available for the Project in support of the loan commitments
include the Contract document, the Financing Agreement and payment vouchers totaling
Kshs.1,054,551,634 for the FY 202012021. The Equipment were supplied in batches and after
delivery of a batch, the Supplier would submit an invoice for payment. The State Department

would process the invoice and capture the expenditure through IFMIS. The payment voucher was

then submitted to the National Treasury for onward submission to EXIM bank to pay the supplier.



The State Department role ends with the submission of the payment voucher to the National
Treasury and therefore the same can only be confirmed by the Resource Mobilization Department
at The National Treasury, who can provide the disbursement schedule from Exim bank. The State
Department has written to the National Treasury to provide the payment schedule.

Committee Observations and Findings
The Committee observed that there is need for the Accounting Officer to avail disbursement
schedule from Exim Bank and submit to the Office of the Auditor General for audit review.

245. Over Disbursement of Capitation due to use of Unverified Data
Review of records by the Kenya Universities and Colleges Central Placement Service revealed
that the student enrollment was 182,388. Analysis of the data revealed that twenty-seven (27) were
non-citizens, 18,307 did not provide index numbers and 2,726 were duplicates leading to 161,328
validated students. However,, enrollment numbers provided by the Service were not used for
disbursement purposes resulting to over disbursement of Kshs. 28,005,000. Management did not
provide explanations on why reconciliation of student data was not done.

In the circumstance, the accuracy and completeness of the disbursement of Kshs.28,005,000 as
capitation could not be confirmed as a proper charge to public funds.

Submission by the Accounting Oflicer
When processing Capitation for eligible students, the State Department relies on data from
KUCCPS. Regrettably, the excess amounts were due to inadequate interpretation of data from
KUCCPS. It is hereby confirmed that the excess payment was recovered from Kericho TTI. For
the remaining six institutions recoveries are ongoing as per notification letters to the Principals.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to Over
Disbursement of Capitation due to use of Unverified Data.

Committee Recommendation
The Committee directs the Accounting OIIicer ensures recoveries from the six institutions
within three (3) months after the adoption of this report.

246. Disbursement of Capitations to Institutions during the Lockdown Period
The statement of receipts and payments and as disclosed in Note 7 to the financial statements
reflects transfers to other Government units of Kshs.,l1,858,364,762. Included in this amount are
transfers to National Govemment entities--current grants of Kshs. 8,777,167,048 which further
includes an amount of Kshs. 2,528,002,500 disbursed during COVID-19 lockdown when students
were not in session. In the circumstance, the disbursements of Kshs.,2,528.002.500 was not a
proper charge to public funds.

Submission by the Accounting Oflicer

Committee Recommendation
The Committee directs the Accounting Officer to furnish the Committee and the Auditor
General with the disbursement schedule from Exim Bank within one (l) month after the
adoption of this report.
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It was true that the amount of Kshs. 2,528,002,500 was disbursed to the institutions in the
FY202012021. When the COVID-19 Pandemic struck Kenya in March 2020, the Government
made a decision to close all learning institutions in the Country. In the State Department of
Vocational and Technical Training, our TVET Institutions were all closed in l5th March 2020.
This was the third quarter of the FY 201912020. Due to the uncertainty regarding the pandemic,
the National Treasury failed to remit the fourth quarter capitation of the FY 201912020 yet our
institutions had ongoing commitments and obligations to settle. This greatly affected the financial
position of the bulk of our institutions especially the newly established institutions which heavily
rely of capitation.

The capitation is disbursed to cater for the operational costs of TVET institutions. These are fixed
costs and are not dependent on the presence oftrainees in the institutions. In view ofthis, in the
FY 202012021 , despite absence of trainees due to the COVID-19 pandemic, institutions had to
meet the following fixed costs:

1. Payment of salaries for Permanent and pensionable administrative staff. These are

staff that are employed by the Goveming Councils/ Board of Governors (BOG) and are not
in the payroll of the Ministry. They also had to pay Trainers whose contracts had yet to
expire, casual workers involved in general maintenance of the institution premises, security
guards etc.
2. There are utility costs that have to be paid on monthly/quarterly basis such as

electricity, water and ongoing contractual obligations that have been entered with service
providers such as intemet subscriptions,, rent payments for institutions with town c€unpuses,

rental payments for hostels that accommodate students especially NYS trainees admitted in
TVET institutions etc.
3. Online Learning-To facilitate establishment and operationalization of online
leaming, Institutions would require to procure additional computers, enhance bandwidth for
intemet connectivity, employ additional ICT officers and train Trainers on the use of online
platforms.
4. Registration of KNEC Exams-On 28th September,2020. H.E The President issued
guidelines on the imminent re-opening of schools during the COVID- I 9 Conference at KICC
and in the revised calendar, it was decided that candidates that were to sit for July and
September KNEC Exam series were the first cohort to be allowed to resume classes.

Therefore, payment of KNEC exam fees was an obligation that had to be met.

In addition, the Ministry of Health issued COVID-19 Protocols which were mandatory for
reopening. These included constructing of additional classrooms to meet social distancing
requirements, purchasing of PPEs, sanitizers, masks, soaps, fumigation of institutions, erecting
additional water tanks at various points, and even payment ofsalaries for a resident nurse.

In the FY 202012021 , as the Ministry was making plans on resumption of learning, a survey was

done by TVETA to find out the readiness of our institutions to resume learning. It was established
that the majority of our institutions were not ready and would require additional resources to meet

the COVID- I 9 protocols. Since the Govemment did not provide a budget for COVID intervention
measures, therefore capitation was disbursed to address the mandatory Ministry of Health (MoH)
COVID- I 9 protocol requirements. The State Department has however written to all the institutions
that received disbursement during that period to provide expenditure statements for audit
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verifications

Committee Observations and Findings
The Accounting Officer failed to avail the expenditure statements and other supporting
documents and thus in breach of Section 9 (1) (e) of the Public Audit Act, 2015.

Committee Recommendation
i. The Committee admonishes the Accounting Officer for failure to perform duty

bestowed upon the office; and
ii. The Committee directs the Accounting Olficer to furnish the Auditor General

with the returns schedule for audit review within one (1) month of the adoption of
this report.

247. Budgetary Control and Performance
The State Department had an approved receipts budget of Kshs.24,686,934,728 against actual
receipts of Kshs.20,327,644,262 resulting to an under funding of Kshs.4,358,290,466 or l8%o.

Similarly, the State Department had an approved expenditure budget of Kshs.24,,686,934,728
against an actual expenditure of Kshs.20,3 12,283,149 resulting to under absorption of
Kshs.4,373,651,579 or l8%. The Management attributed the under-funding and the under-
absorption to delayed exchequer releases. The underfunding and underperformance affected the
planned activities and may have impacted negatively on service delivery to the public.

Submission by the Accounting Officer
The Accounting Officer submitted that it was true that State Department had an approved receipts
budget of Kshs. 24,686,934,728 against actual receipts of Kshs.20,327,644,262 resulting to an
under funding of Kshs.4,358,290,466 or 18%. Similarly, the State Department had an approved
expenditure budget of Kshs.24,686,934,728 against an actual expenditure of Kshs.20,3 12,283,149
resulting to under absorption of Kshs.4,373,651,579 or l8%. The underfunding and the consequent
under expenditure is attributed to under provision of exchequer during the period under review
despite several requisitions to The National Treasury.

Committee Observations and Findings
The explanation given by the Accounting Oflicer with regard to the Budget Control and
Performance was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

248. Unresolved Prior Year Audit Matters
In the audit report of the previous year, several paragraphs were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public Resources, and
Report on Effectiveness of Intemal Controls, Risk Management and Govemance. Management
has not provided reasons for the delay in resolving the prior year audit issues.

Submission by the Accounting Oflicer
The accounting Officer submitted that the matter was addressed and resolved by the Committee in
its report for the financial year 201912020.

PAC Repotl on the Exoninolion ol the Repoft ofthe Auditor-Generol on the FinonciolStotements ol Notionol Govetnmen? lot the FY ended 3A^ trn" rOrr 

rrO



Committee Observations and Findings
The matter was resolved by the Committee in its report for the year 201812019.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

249. Management of Imprests
The State Department issued imprests totalling Kshs. 15,192,007 to staff before surrendering the

previous ones. This is contrary to Regulation 93(8) of the Public Finance Management (National
Government) Regulations,2015 which provides that an accounting officer or AIE holder shall
ensure that no second imprest is issued to any officer before the first imprest is surrendered or
recovered in full from his or her salary. The Management of the State Department was in breach

of the law.

Submission by the Accounting Officer
The Kshs. 15,192,007 was fully recovered (surrendered) and the management has put in place

measures to ensure that no officer will be issued with another imprest befbre surrendering the

previous one.

Committee Observations and Findings
The explanation given by the Accounting Officer with regard to management of imprest
was noted, as measures had already been taken and imprest recovered in full.

Committee Recommendation
The Accounting Officer should maintain a complete imprest register detailing; payee'

imprest warrant number, date of issue, due date and date of surrender, as provided in
Regulations 52(l)CI) and 93(4)(c) of the PFM (National Government) Regulations,20l5.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

250. There were no material issues relating to effectiveness of internal controls, risk
management and governance.

DONOR FUNDED PROJECTS

KENYA ITALY DEBT FOR DEVELOPMENT PROGRAM (KIDDP)

REPORT ON THE FINANCIAL STATEMENTS

Other Matter
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Unmodified Opinion
251. There were no material issues noted during the audit of the financial statements of
the Project.



252. Budgetary Control and Performance
The statement of comparative budget and actual amounts reflects a final budget of Kshs.
34,694,945 against an actual of Kshs. 16,321,108 resulting to an under expenditure of Kshs.
18,373,837 or 53oh.ln addition, the budget of Kshs. 34,694,945 was higher than the available
funds which amounted to Kshs. 26,159,554, yet there was no evidence of funding being provided
by GOK to cover the excess budget. In the circumstance, the citizens have not received services
as planned as a result of the slow implementation of the project.

Submission by the Accounting OIIicer
It is true that there were same errors in the financial statements and has since been corrected in the
revised fi nancial statement.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regard to the
Budget Control and Performance.

Committee Recommendation
The Accounting Olficer must at all times ensure that fully reconciled financial statements
are submitted to the auditor general pursuant to Section 68 (2) (k) ofthe PFM Act,2012.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

253. 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
Conclusion

254. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
255. As required by the Agreement in the Form of Exchange of Letters - Kenya Italy
Debt for Development Program, I report based on my audit, that I have obtained all the
information and explanations which, to the best of my knowledge and belief, 89 were
necessary for the purpose ofthe audit. Further, adequate accounting records have been kept
and the Program's financial statements are in agreement with the accounting records and
retums.

SUPPORT TO TECHNICAL VOCATIONAL EDUCATION
RELEVANT SKILLS DEVELOPMENT PROJECT
NO.21001s0033295)

AND TRAINING FOR
PHASE II (LOAN

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

256. There were no material issues noted during the audit of the financial statements of
the Project.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

257. There were no material issues relating to lau{ulness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

258. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
259. As required by African Development Fund I report based on my audit, that I have

obtained all the information and explanations which, to the best of my knowledge and belief,
were necessary for the purpose ofthe audit. Further, adequate accounting records have been

kept and the Project's flnancial statements are in agreement with the accounting records and

returns.

EAST AFRICA SKILLS FOR TRANSFORMATION AND REGIONAL INTEGRATION
PROJECT (EASTRIP) IDA LOAN CREDIT NO.6334-KE

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

260. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

261. 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
Conclusion

262. There were no material issues relating to effectiveness of internal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
263. As required by Intemational Development Association, based on the audit
procedures performed, I report based on my audit, that I have obtained all the infbrmation and

explanations which, to the best of my knowledge and belief, were necessary for the purpose

PAC Repoft on the Exorninotion ofthe Repoft oJ the Auditol-Generot on the FinonciolStotemen?s ol Nolionol Government lot the FY ended 3Ch June 2021

t77



ofthe audit. Further, adequate accounting records have been kept and the Project's financial
statements are in agreement with the accounting records and retums.

PROMOTION OF YOUTH EMPLOYMENT AND VOCATIONAL TRAINING IN
KENYA PROJECT, LOAN REFERENCE: BMZ NO.20l6 67 2ll & BMZ NO.2016 65 298
AND PROJECT GRANT REFERENCE NO.I93O 05 527

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
264. There were no material issues noted during the audited of the financial statements
ofthe Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
265. Procurement and Payment for Consultancy Services

The State Department for Vocational Technical Training contracted consultancy services and paid
of Kshs. 29,955,681 during the year under review. However, the State Department requested for
assistance from KfW in undertaking procurement of consultant on22 August, 2017 and then
advertised for the consultant on 29 August,20l7. This was done before the project financier was
identified.

Further, a tender Agent based in Germany was engaged on an unidentified date to undertake the
evaluation on behalf of was the State Department. The terms of engagement of the Tender Agent
including the contract, procurement process, appointment, remuneration if any and the contractual
obligations were not provided for audit review. The engagement with KfW to assist in the
procurement of the consultant was on 22 August,20l7 which was more than two years before the
signing of the Financing Agreement on 2l February,2020.

The notification of award was made on 17 July, 2018 to the successful consultant based in
Germany and the contract was signed on 9 September,2}2} which was more than two years after
notification of award. The contract was signed between the State Department and a locally
incorporated company that was not part of the bidding consortium and which was not the one
notified of the award. In addition, the payments were made to the local Company who did the
invoicing even though they were not party to the contract and there was no apparent contractual
obligation.

Under the circumstances, the compliance with Public Procurement and Disposal of Asset Act,
2015 could not be confirmed since the evaluation was done by a third party whose procurement,
appointment and terms of engagement including any contractual obligations were not supported
for audit verification. Further, the validity of contract with local Company and the payments made
in respect of the contract could not be ascertained as the local Company was not part of the
consortium at bidding for the service.

Submission by the Accounting Officer
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It is true that the Tender Agent based in Germany is contracted by Kreditanstalt Fur Wiederaufbau
Bank, (KfW) who is the financier of the project. The state department wishes to state the following;

i. Tender Agent was procured on 5th July, 2017 on behalf of the Ministry of
Education. The request for the tender Agent was reached upon during the Project Appraisal
Mission held on 266 May 2017.The Consulting agreement between the Tender Agent and

the KtW bank have been availed, itemizing the terms of reference, remuneration and

contractual obligations of each party.
ii. The Tender Agent initiated the procurement process in August, 2017 in line with

the KfW procurement guidelines and concluded the process in 2018. However, the signing
of the contract for the provision of consulting services was done after the signing of the

Financing Agreement. The delay between the award of the contract and the notification
was occasioned by a delay in meeting a pre-condition of the financial Cooperation that
each beneficiary institution possesses a title deed. The resolution to this issue was
protracted and lasted from 2017 to 2020. On acquisition of the title deed by Kiambu
Institute of Science and Technology, the Financing Agreement was signed on 21't
February, 2020 and the Consultancy Contract on 9th September,2020 as per the availed
evidences ofcorrespondences and land title deed.

iii. The consultant (NIRAS) is a consortium of companies with the parent company in
Germany of which NIRAS Africa (Kenya) is a member. The contract for the Project
Promotion of Youth Employment and Vocation Training was awarded to the successful

bidder NIRAS IP Consult GmbH which is a legal entity registered in Germany. Both
NIRAS African Limited and NIRAS IP consult GmbH are owned 100%" by the same

shareholder i.e. NIRAS Gruppen A/S. The details of shareholding structures have now been

availed. In addition, KfW - the financier gave a no objection letter to NIRAS Africa to sign

the contract on behalf of NIRAS IP of which a Copy of no objection letter and group

structure have been availed.

Committee Observations & Findings
The Committee observed that the contract was curiously executed by a Kenyan company
after the tender was won by a German company that had outbid other Kenyan firms. This
seemed as designed to defeat due process as the financier, procuring agent and eventual
successful bidder were all Germans. The submission that the Kenyan firm that executed the
tender was affiliated to the German successful bidder was unconvincing.
Committee Recommendation
The Committee recommends that the EACC conducts investigations into the procurement
process.

266, Exclusion of Consultant from Paying Taxes
The Contract for provision ofconsultancy services between Kenyan registered the local consultant

and the State Department of Vocational and Technical Training signed on 9 September, 2020 at

clause 2.4 obligated the State Department to obtain exemption from taxes, duties, levies and other

charges that are legally prescribed in the Country. The State Department requested for tax

exemption from The National Treasury on behalf of the Contractor on 30 August, 2021 which was

yet to be granted. In their response for exemption, on I 0 September, 2021 , The National Treasury

on 10 September,202l requested by State Department to apply for exemption indicating the
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Submission by the Accounting Officer
It is true that the State Department of Vocational and Technical Training wrote a request to the
National Treasury for exemption of VAT (Value Added Tax) for all project procurement of works
and supplies. The same was granted by Kenya Revenue Authority through The National Treasury.
However, all the consultants under this development project pay withholding income taxes befbre
any direct payment is effe by the KFW bank as per the availed income tax payment slip samples
by Niras Africa Limited (Consultant), EPCO Builders Limited (contractor) and AHK Services
Eastem Africa Limited- Consultant. These documents were presented to the Office of Auditor
General for review.

Committee Observations and Findings
The Committee observed that during the audit, the Accounting Officer failed to provide
supporting documents in breach of Section 9 (l) (e) of the Public Audit Act,2015.

Committee Recommendations;
The Committee admonishes the Accounting Officer for failure to perform duty bestowed
upon the office and sanctions the Accounting Officer under the provisions of Section 62 of
the Public Audit Act, 2015

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

267. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
268. As required by Kreditanstalt fur Wiederaufbau, (KfW) I report based on my audit,
that I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose ofthe audit. Further, adequate accounting records
have been kept and the Project's financial statements are in agreement with the accounting
records and retums.

OTHER DONOR FUNDED PROJECTS IMPLEMENTED BY AGENCIES UNDER THE
STATE DEPARTMENT FOR VOCATIONAL AND TECHNICAL TRAINING

EAST AFRICA SKILLS FOR TRANSFORMATION AND REGIONAL INTEGRATION
PROJECT (IDA LOAN NO. 6334-KE) - MERU NATIONAL POLYTECHNIC

REPORT ON THE FINANCIAL STATEMENTS
Basis for Qualified Opinion

269. Acquisition of Assets
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Note 8 to the financial statement reflects an amount of Kshs. 21 ,1 I 8,019 in respect to acquisition
of non-financial assets. Included in this figure is an amount of Kshs. 15,210,000 relating to
purchase of vehicles and other transport equipment. This relates to procurement of two motor
vehicles for the project use, registration numbers KCT 789Y (Toyota Hilux, double cabin) and

KCT 850Y (Nissan patrol) at a cost of Kshs. 8,650,000 and Kshs. 6,560,000 respectively which
were delivered and received by the project management. However, at the time of the audit in
October, 2021 vehicle KCT 850Y (Nissan patrol) logbook had not been received, fourteen (14)

months after the receipt of the motor vehicles. In the circumstances, the certainty and ownership
ofKshs. 6,560,000 incurred on acquisition ofnon-financial assets as at 30 June,2021 could not be

confirmed.

Submission by the Accounting Officer
The logbook for vehicle KCT 850Y (Nissan patrol) had not been received as at October 2021 due

to delay in issuing at the National Transport and Safety Authority (NTSA) but the state department
received it later on 30th November 2021 as per the availed confirmation and log book copies.

Committee Observations and Findings
The Committee observed that the Accounting Officer failed to ensure that proper
mechanisms are instituted to maintain assets in the State Department.

Committee Recommendations;
i. The Committee admonishes the Accounting OIIicer for failure to perform duty

bestowed upon the office; and
ii. The Committee directs the Accounting Officer to furnish the Committee with

the log book for vehicle KCT 850Y (Nissan patrol) within three (3) months after the
adoption of this report.

Other Matter
270. Budgetary Control and Performance
270.1. RevenueAnalysis

The Project final approved budget for the year ended 30 June, 2021 reflected receipts of Kshs.

116,000,000 while the actual receipt was Kshs.115,000,000 resulting in an under collection of
Kshs.1,000,000. The Project failed to meet its target receipt by Kshs.1,000,000 which may be an

indication of improper planning on its budget making process. There is need for the project to re-

look at its budget making process with a view to planning a realistic budget to achieve its intended
objectives.

270.2. ExpenditureAnalysis.
The Project statement ofcomparison ofbudget and actual amounts: recurrent and development for
the year ended 30 June, 202 1 reflects an approved expenditure budget of Kshs. 1 16,000,000 and

an actual expenditure of Kshs. 89,143,885 resulting to an under expenditure of Kshs. 26,856,115.
The under spending ofthe budget by Kshs. 26,856,115 represents equivalent services budgeted for
but not delivered to the residents of Kenya. There is need, therefore, for the Management to relook
at its budgeting mechanism with a view to focusing on priority areas which will improve service

delivery to the residents ofKenya.

Submission by the Accounting Officer
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The budget under expenditure was a result oflengthy procurement processes where by the end of
financial year procurement processes initiated during the year were still ongoing hence not yet
paid for. The project implementing unit shall re-look at the budget making process with a view to
planning a realistic budget to achieve the intended objectives.

Committee Observations and Findings
The Committee noted the explanation and documents provided by the Accounting Officer
with regard to the Budgetary Control and Performance.

Committee Recommendation
The Accounting Officer should ensure that there is a realistic revenue target and
comprehensive forecasting when preparing revenue projections and expenditure outlays.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
271. There were no material issues relating to lawfulness and effectiveness in use of
public resources.

Conclusion
272. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.

EAST AFRICA SKILLS TRANSFORMATION AND REGIONAL INTEGRATION
PROJECT (EASTRTP) - GRANT/CREDIT NO. rDA 6334- KE - KTSUMU NATTONAL
POLYTECHNIC

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

274. There were no material issues noted during the audit of the financial statements of
the Project.

Other Matter
275.
275.1.

Budgetary Control and Performance
Budget Performance
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
273. As required by the Intemational Development Association (lDA), I report based on
my audit that I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit. Further, adequate
accounting records have been kept and the Project's financial statements are in agreement
rvith the accounting records and returns.
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During the year under review, the project had a final budget of Kshs.299,233,337 to implement
various activities out of which only Kshs. 89,549,03 I was expended resulting to under absorption
of Kshs. 209,684,306 or approximately 70%o of the approved budget. Although the Management
attributes the under absorption to COVID-19 which slowed down the activities of the project, the
Management has not provided measures being put in place to ensure that the planned activities
that were not implemented are taken care of so that the project achieves ils objectives as planned.

Submission by the Accounting Officer
The project became effective in 27th September 2019. However, the disbursement of funds to the
EASTRIP implementing centers in Kenya was on 20th February 2020. Soon after this, COVID- I 9

pandemic struck the world. The budget was rolled over to the financial year 202112022 and
utilized. All the activities not implemented in the FY 202012021 were captured in the budget and
implemented. The original budget for 202112022 was KES 300,000,000 but was amended to Kes

509,122,906 and approved by the council to cater for the activities not implemented

275.2. Unauthorised Expenditure - Lack of an Approved Annual Workplan &
Budget

During the year under review, the Management implemented the project without an approved
annual work plan. The documents provided during the audit to support the workplan approvals
indicated that the Board of Management signed off the Annual Work plan for 202012021 financial
year on 9 September, 2021 which was more than two months after the end of financial year and
after the implementation had been undertaken for the whole year. Further, as at the time of this
audit in October, 2021,the same plan had not been approved by the National Project Steering
Committee as required by Section I B of Schedule 2 of the Financing Agreement. Although the

Management has explained that the delay in signing of the annual workplan was due to the delay
in the constitution of the National Steering Committee, there is no evidence that the activities to

be implemented were agreed on between the Kisumu National Polytechnic and the Financier as

required by Section IB (2) of Schedule 2 of the Financing Agreement.

Committee Observations and Findings
The Committee noted the explanation and documents provided by the Accounting Olficer
with regard to the Budgetary Control and Performance.

Committee Recommendation
The Accounting Officer must ensure programmes are adequately funded and can be
implemented within the stipulated time frame.
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Submission by the Accounting Officer
The COVID-l9 lock down was lifted on Saturday I't May 2021, allowing for a reopening of
schools and public institutions in Kenya. The National Steering Committee was therefore not
constituted in time due to the strict health advisory given by the govemment until May 2021.

In the meantime, The Kisumu National Polytechnic has been implementing the Strategic
Investment Plan approved by the Association (World Bank), and the annual budget and work plan
approved by the council. The Implementation Plan incorporating the activities which were not
completed in year one has now been availed.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
276. 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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
278. As required by Intemational Development Association and the Project Grant/Credit
Number IDA-6334-KE, I report based on my audit, that I have obtained all the information
and explanations which, to the best of my knowledge and belief, were necessary for the
purpose ofthe audit. Further, adequate accounting records have been kept and the Project's
financial statements are in agreement with the accounting records and returns.

EAST AFRICA SKILLS TRANSFORMATION AND REGIONAL INTEGRATION
PROJECT (CREDIT NUMBER: IDA 6334-KE) - KENYA COAST NATIONAL
POLYTECHNIC

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion

279. There were no material issues noted during the audit of the financial statements of
the Project.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

280. There were no material issues relating to lawfulness and effectiveness in use of
public resources. a
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Conclusion
277. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion

281. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.



11. STATE DEPARTMENT FOR UNIVERSITY EDUCATION AND
RESEARCH- VOTE 1065

Amb. Simon Nabukwesi, the Principal Secretary and the Accounting Officer for the State
Department for University Education and Research (Vote 1065), appeared before the Committee
on 2l't April, 2022 to adduce evidence on the Audited Financial Statements for the State
Department for University Education and Research (Vote 1065) for the FinancialYear 202012021.
He was accompanied by the following officers:

Mr. Simon Mugambi
Mr. Dan Mesis
Mr. James M. Kiburi
Mr. Robert A. Samuel
Ms. Diana M. Mutisya
Ms. Ann Mwangi

Chief Finance Officer
Senior Deputy Director
Deputy Director Secretary
Assistant Accountant General - HAU
Senior Principal Finance Officer
Principal Accountant

And submitted as follows

Basis for Qualified of Opinion

282. Cash and Cash Equivalent - Unsupported Payments to Staff
The statement of financial assets and liabilities reflects a balance of Kshs.151,634,556 under cash
and cash equivalents. However, the bank reconciliation statement as at 30 Jwe, 2021 reflects
payments in the cash book not in bank statement amounting to Kshs.75,585,300 which includes
payments to various officers made on 30 June,2021 amounting to Kshs.7,202,480. However, the
amounts have been directly expensed although it should have been included in the outstanding
imprest. The activities in respect of payments were not supported by the approved work plan and
no details were provided for audit review indicating when the activities being paid for were
undertaken.

Further, included in the amount of Kshs.7,202,480 were payments totaling Kshs.1,827,180 being
claims paid to staff for various official duties undertaken. However, the payments were not
supported by approvals for officers to spend own money and submit reimbursement claims.
Consequently, the validity of the payments in cash book not in bank statement amounting to Kshs.
7,202,480 could not be confirmed. In the circumstances, the accuracy of the cash and cash

equivalents balance of Kshs. 151,634,556 as at 30 June,202l could not be confirmed.

Submission by the Accounting Olficer
The Accounting Officer submitted that the payments to officers on 30 June 2021 amounting
Kshs.7,202,480 relates to approved expenditure for activities undertaken before 30, June 2021 but
had not been settled because of delay in release of funds by the National Treasury. These claims
were processed and paid when funds were received. The activities to which the claims were paid
had been approved in the work plan. The payment vouchers with all the supporting details and the
period when the activities were carried out have since been verified by auditors. Copies of
workplan and payment vouchers have now been availed.
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Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
Officer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

283. Unsupported Payments on Rentals of Produced Assets
The statement of receipts and payments reflects an expenditure of Kshs. 1 71 ,886,71 8 under use of
goods and services which, as disclosed in Note 5 to the financial statements, includes an amount
of Kshs. 46,069,098 in respect of rental of produced assets. The schedule in support of the
expenditure includes an amount of Kshs. 29,149,081 relating to payment of rent arrears for office
space and service charge at Teleposta Towers. However, there was no signed lease agreements to
support the amounts paid.

Further, a rent demand invoice dated 7 January, 2021 reflected an amount of Kshs. 30,844,081
comprising of outstanding amounts of Kshs. 27,409,081 and Kshs. 3,435,000 in respect of rent
and service charge respectively, which differs with the reported amount of Kshs. 29,149,081
resulting to unexplained and unreconciled variance of Kshs. 1,650,000. Consequently, the
accuracy, authenticity, occurrence, and rights and obligations of the payment made by the
Management in respect of rental of produced assets amounting to Kshs. 29,149,081 for the year
ended 30 June,2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Payment of rent for office space and service charge of
Kshs. 27,409,081.00 for offices occupied by the Ministry staff at Teleposta towers was paid based
on the lease agreement signed between the state department and the landlord. The signed lease
agreement supporting payment of rent has been verified by the auditors. Copies of these payments
were availed for perusal by the Committee.

The invoice of Kshs.3,435,000 for car park was reconciled with the landlord and agreed that the
amount payable was Kshs.1,740,000 as per the car park charges statement from the landlord.
Copies were provided for perusal by the Committee.

Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
Officer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

284. Unauthorized Motor Vehicle Repairs
The statement of receipts and payments reflects an expenditure of Kshs.l7l,886,7l8 under use of
goods and services which, as disclosed in Note 5 to the financial statements, includes an amount
of Kshs.7,672,305 in respect of routine maintenance-vehicles and other transport equipment. The
Iatter balance includes payments of Kshs.1,612,518 and Kshs.636,200 that relate to services that
were delivered in the prior years. However, the paid bills were not included in the previous year
pending bills and were therefore not part of the 202012021 budget. The Management did not
provide supporting documentation for approval of the additional budget or reallocation in
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compliance with the Public Finance Management Act,2012. Under the circumstances, the
regularity of the expenditure of Kshs.2 ,248,7 18 included in routine maintenance-vehicle and other
transport equipment for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the bills amounting to Kshs. 1,612,5 18 and Kshs.636,200
relating to services that were rendered in prior years were verified and cleared for payment in the
year under review. These bills were settled in the financial year 202012021 as first charge as per
Circular No 1212020 (Ref: ES/03 'P'(32) dated 23'd June 2020 on guidelines for implementation
of the Financial Year 202012021and the Medium Term Budget issued by the Cabinet Secretary,
The National Treasury. The payment vouchers have been availed to auditors and verified.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
pending bills.

Committee Recommendation
The Accounting Officer must at all times ensure that pending bills are settled 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 provisions of Section 68(2) (h) of
the Public Finance Management Act,2012.

285. Unconfirmed Transfers to Private Universities
The statement of receipts and payments reflects an expenditure of Kshs.70,296,430,171 under
transfers to other Government units which, as disclosed in Note 6 to the financial statements,

includes an amount of Kshs.2,729,791,600 in respect of transfers to private Universities for 59,368
government sponsored students. Further, the transfers include amounts of Kshs.28,5 I 1,777 and
Kshs.48,859,704 disbursed to two (2) Universities based at Kisumu County and Machakos County,
respectively. However, confirmations from the two (2) beneficiary institutions reflected amounts
of Kshs. 27 ,681r ,294 and Kshs. 56,5 I 0,098 respectively, resulting to an unreconciled total variance
of Kshs.6,819,910. Under the circumstances, the accuracy and completeness of transfers to private

Universities of Kshs. 2,729,791,600 for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the Great Lakes University of Kisumu included in their
confirmation an amount of Kshs.8,289,914.10 received on 24 August,202l (for the financial year

202112022) instead of Kshs.9,120,398 received on 28 June, 2021.The university has since

reconciled the amount as per the now availed confirmation letter totaling to Kshs.28,5 I 1 ,777 . The
confirmation has been verified by auditors. Lukenya University also included in their confirmation
an amount of Kshs.14,206,155.70 received on 23 August,2021 (for the financial year 202112022)
instead of Kshs.6,555,761 received on 14 September,2020.The university has since reconciled the
amounts as per the now availed confirmation letter totaling to Kshs.48,859,703.70. The
confirmation has been verified by auditors.

Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
Officer was satisfactory.
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Committee Recommendation
The Committee recommends that the matter is resolved.

286. Capital Grants to Government Agencies

286.1 UnsupportedDisbursements
The statement of receipts and payments reflects transfers to other Govemment units of
Kshs.70,296,430,177 which, as disclosed in Note 6 to the financial statements, includes
Kshs.2,561,890,710 in respect to capital grants to Government Agencies. During the year under
reviera', a total of Kshs.2,315,075,027 was disbursed to Universities for various projects. However,
the disbursements to the projects was not supported by expenditure summaries, valuation
certificates and project status report to indicate progress of the projects. Further, monitoring and
evaluation reports carried out by the State Department on the implementation of the projects by
the Universities were not provided for audit review. In the circumstances, the accuracy, validity
and propriety in utilization of capital disbursements totaling Kshs.2,3 15,075,027 for the year
ended 30 June.202l could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the State Department is implementing projects at various
universities that were approved by the National Treasury and the National Assembly and uploaded
to the IFMIS. These projects are at various stages of completion. Kshs.2,3 15,075,027 was
disbursed as capital grants to public universities as per the approved budget for the financial year
2020t202r.

The Public Finance Management Act2012 and Public Finance Management Regulations 2015
Paragraph 52(1)(e) requires that funds budgeted as grants for transfer be issued by 15th day of
every quarter. The National Treasury Circular No.1212020 dated 23'd June, 2020, (Paragraph
No.18) on Guidelines for Implementation of FY 202012021 Budget further required Accounting
Officers to ensure compliance to the PFM Act,2012 and Regulations, 2015 by ensuring that funds
are transferred to field programmes and projects and SAGAs not later than l5th day of each quarter
through the IFMIS system.

The Ministry did not carry out monitoring and evaluation of the said projects because of budgetary
constraints.

286.2 Wasteful and Unauthorized Legal Costs
Thestatementofreceiptsandpaymentsfortheyearended30June,202l reflectstransferstoother
Government units of Kshs.70,296,430,177 which, as disclosed in Note 6 to the financial
statements, includes an amount of Kshs.2,561,890.710 in respect to capital grants to Government
Agencies. Included in the latter balance is a payment of Kshs.2,563 ,452 to the State Law Office
for onward transmission to an advocate in respect of accrued interest for a court judgement on case
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The Vice Chancellors and Principals of these institutions are the Accounting Officers
implementing these projects. They are the ones who have procured the contractors whom they pay
based on the approved valuation certificates and work done. They maintain books of accounts
including the expenditure summaries which are audited independently by the Auditor General and
their reports forwarded to the National Assembly. These officers are therefore responsible for
prudent management of transfbrred grants and all resources allocated to their institutions.



Submission by the Accounting Officer
The Accounting Ofticer submitted that this liability arose from a court case No. 240 of 2015 and

it had to be settled to caution the Accounting Officer from being committed for contempt and to
also ensure that the Government does not lose more in terms of interest that would have

subsequently accrued. The Ministry requested the National Treasury for additional funding to
settle the claim. The National Treasury advised the State Department to consider reviewing the

approved budget and identifu areas ofexpenditure that can be foregone to create fiscal space tbr
this requirement. This explains why the development vote was used to settle the claim and also to
ensure that the Accounting Officer is not cited for contempt of court for failure to pay.

The payment was not recognized as a pending bill because it had not been cleared for payment by
the Attorney General in the Financial Year ended 30 June 2020. Documents supporting the

payment have now been availed and verified by the auditors.

Committee Observations and Findings
The Committee noted the submission and explanation provided by the Accounting Officer.

Committee Recommendation
i. The Committee admonishes the Accounting Officer failing to provide
information within reasonable time to the Auditor General pursuant to Section 62 (l)
of the Public Audit Act,2015;

ii. The Accounting Officer must ensure programmes are adequately funded and
can be implemented within the stipulated time frame;

iii. The Accounting Officers must at all times ensure that they prepare estimates

of expenditure and revenues of the entity in conformity with the strategic plan
pursuant to the provisions of Section 68 (2)(h) of the Public Finance Management Act,
2012.

287. Use ofGoods and Services
The statement of receipts and payments reflects an expenditure of Kshs.171,886,718 under use of
goods and services which, as disclosed in Note 5 to the financial statements, includes an amount

of Kshs.3,828 ,346 in respect of foreign travel and subsistence. However, the entire amount Kshs.

3,828,346 related to domestic travel and allowances paid to staff for non-foreign travel activities.
Further, the expenditure of Kshs. 1 7 1 ,886,7 1 8 under use of goods and services includes an amount

of Kshs.6,646,753 relating to hospitality supplies and services which includes an amount of
Kshs.1,898,900 paid as allowances to officers for undertaking their daily duties. Under the

circumstances, the accuracy and propriety of the expenditure totaling Kshs. 5,727,246 could not

be confirmed.
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number 240 of 2015 in which the State Department defaulted in awarded payment. However, there
was no evidence of inclusion of the costs in the budget for the financial year under review or
justification of charging the payment under capital grants. Further, the payment had not been

included as a pending bill in the financial statements for earlier years thus its validity could not be

established. In the circumstances, the accuracy and regularity of the expenditure of Kshs.

2,563,4521egal fees for the year ended 30 June, 2021 could not be confirmed.



Submission by the Accounting Officer
The Accounting Officer submitted that during the year under review, the State Department had
requested for re-allocation of funds as per letter Ref: MOE/I ll1(146) and circular
RefiMOE/l lll(235). The National Treasury advised the State Department to utilize available
balances in order to clear the negatives that resulted from the budget cuts during supplementary I
and II budget revision.

The State Department utilized Kshs.1,898,900 as allowances to the members of the standing
committee on the administration of the international scholarships whose membership was drawn
from the state department, agencies and the ministry of foreign affairs. The committee is charged
with the responsibility ofadvertising scholarships declared by foreign countries, shortlisting ofthe
applicants, interviewing, and nominating the successful candidates for the award of the
scholarships. The appointment letters for the committee members have been forwarded to the
auditors and verified.

Committee Observations and Findings
The Committee observed that the submission and explanation belatedly provided by the
Accounting Officer eventually addressed the audit query.

Committee Recommendation
The Committee however admonishes the Accounting Officer for failing to provide
information within reasonable time to the Auditor General pursuant to Section 62 (l) of the
Public Audit Act,2015.

288. Other Grants and Transfers - Irregular Payment of Allowances
As disclosed in and Note 7 to the financial statements, the statement of receipts and payments
reflects Other Grant and Transfers amounting to Kshs.252,156,072 which relates to scholarships
awarded by the State Department. However, the amount includes payments amounting to
Kshs.7,692,235 paid as allowances for other activities that are not scholarships.

Under the circumstances, the accuracy and validity of other grants and transfers amounting to
Kshs. 7,692,235 could not be confirmed.

Submission by the Accounting Olficer
The Accounting Officer submitted that during the year under review, the State Department had
requested for re-allocation of funds as per letter Ref: MOE/I lll(146) and circular Ref:
MOE/1 lll(235). The National Treasury advised the State Department to utilize available balances
in order to clear the negatives that resulted from the budget cuts during supplementary I and II
budget revision.

Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
Officer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.
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Other Matter
289. Budget and Budgetary Control

The summary statement of appropriation - recurrent and development combined indicates that the

State Department budgeted for receipts amounting to Kshs.92,198,406,430. However, actual
receipts amounted to Kshs.83,061,859,870 resulting in a shortfall of Kshs.9,136,546,560 or llYo
of the budgeted amount. The shortfall was mainly attributed to low realization of the budgeted

AIA which had a shortfall Kshs.8,778,039,893. Similarly, the State Department had budgeted to

spend a total of Kshs.92,198,406,430. However, actual payments amounted to

Kshs.83,058,727 ,533 resulting in an under expenditure of Kshs.9,l 39 ,678,891 or l0o/o. The under

expenditure mainly occurred under use of goods and services. The shortfall and under absorption

implies that the State Department's planned activities were not realized in the year under review.

Submission by the Accounting Olficer
The Accounting Officer submitted that the under collection of receipts was majorly caused by

under collection of AIA by Public Universities due to COVID-19 pandemic which led to closure

of the institutions. Decline in enrolment of self-sponsored students in these institutions also led to

under collection of AIA. The Accounting Officer further submitted that the under expenditure was

majorly caused by under collection of AIA by Public Universities and SAGAs due to COVID-19
pandemic which led to closure of the institutions. Decline in enrolment of self-sponsored students

in these institutions also led to under collection of AIA.

Committee Observations and Findings
The Committee noted the submission and explanation provided by the Accounting Officer.

Committee Recommendation
The Accounting Officer must ensure programmes are adequately funded and can be

implemented within the stipulated time frame.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
290. Compensation of Employees
290.1 Irregular Payment of Special Duty Allowance

The statement of receipts and payments reflects an expenditure of Kshs.209,477,209 under

compensation of employees which, as disclosed in Note 4 to the financial statements, includes an

amount of Kshs.68,378,859 being personal allowances paid as part of salary. Included in personal

allowance paid as part of salary is an amount of Kshs. I ,264,120 paid as special duty allowance to

twenty-four (24) officers between February and June, 2021. However, thirteen (13) of the twenty-
four (24) officers were paid the special duty allowance for six months starting March, 2020. This
is contrary to Section C.l5 of the Public Service Human Resource Policies and Procedures Manual,

2016, which states that the payment of special duty allowance will not be payable to an officer for
more than six (6) months. Under the circumstance, the regularity of special duty allowance of
Kshs. 1,264,120 for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that according to the Human Resource Policies and Procedures

Manual 2016 Cl5, when an officer is called upon to perform duties of a higher post, he shall be
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paid Special Duty Allowance at the rate of fifteen per cent ( 15%) of the Officer's basic salary. The
payment of special duty allowance recommended by the Human Resource Management Advisory
Committee and approved by the Authorized Officer as per minutes of Ministerial Human Resource
Management Advisory Committee which have been availed to auditors and verified.

On the issue of thirteen Officers who had been paid the allowance in the year 201912020 the
Officers had been called upon to perform the duties ofthe higher posts. The higher positions had
not been filled by the relevant authorities therefore they continued to perform those duties. Due
process of paying them was followed as per the minutes.

290.2 Entertainment Allowance
The expenditure of Kshs.68,378,859 in respect of personal allowances paid as part of salary
includes an amount of Kshs.l72,800 paid to two (2) officers' in job group "R" and" S" as
entertainment allowance. This is contrary to Paragraph C.l2 of the Public Service Human
Resource Policies and Procedures Manual. 2016 which states that entertainment allowance is
payable to officers in job group "T"," U"," and V". Further, the payment of the entertainment
allowance was not approved by the Salaries and Remuneration Commission (SRC). Under the
circumstances, the State Department is in breach of the Human Resource Policies and Procedure.

Submission by the Accounting Officer
The Accounting Officer submitted that Kshs.l72,800 was paid to two (2) Officers who are State
Counsels deployed from the Attomey General's Office. To ascertain that the Ofllcers merit for the
allowance, the circular letter from the Office of the Directorate of Personnel Management dated
I 2th September, 2000 to Solicitor General approving payment of this allowance has been availed.
The circular supporting payment of this allowance has been verified by auditors.

290.3 Unapproved Positions in the Establishment
A review of the staff establishment record made provided for audit review, indicated that the State
Department had a staffstrength of 163 officers placed in the 70 different designations/positions.
However, a comparison with the Public Service Commission approved establishment for the State
Department revealed that 31 designations/positions held by 131 officers were not approved by the
Public Service Commission. This is contrary to Paragraph 5.0 of the Public Service Commission,
circular referenced PSC/SEC/93/37No|. IV/37 dated 30 July,2018 which states that the
Commission should establish and abolish offices in the public service. Proposals on review of the
staff establishment should all be approved by the Commission in consultation with the Authorized
Oftlcer. Under the circumstances, the salaries and benefits paid to the 131 officers for the period
they occupied those unauthorized positions did not constitute a proper charge to public funds.

Submission by the Accounting Olficer
The Accounting Officer submitted that the Public Service Commission reviewed the
Organizational Structure and Staff Establishment of the State Department vide the letter reference
PSCl5l2l(4) of 126May,2021. After the review, the staff Establishment was reduced from 250 to
116 thus causing the above scenario. The State Department wrote to the Public Service
Commission by letter Ref No.MOHEST/CONF/I14 YOL II(ll2) dated 2l't December 2021
requesting for a review for the staff Establishment to increase authorized establishment to 328 and
the state department is waiting for the commission's response on the matter.

192
PACRepod on the Exomino?ion ol the Repoft ofthe Auditorcenerol on the Finonciol Stotements ol Notiondl Government lot the FY ended 3ch lune 2021



Committee Observations and Findings
The Committee obserryed that the submission and explanation trelatedly provided by the
Accounting Officer eventually addressed the audit query.

Committee Recommendation
The Committee reprimands the Accounting Officer for failing to provide information within
reasonable time to the Auditor General pursuant to Section 62 (l) of the Public Audit Act,
2015.

291. Proposed Construction of Design and Manufacturing Block at Dedan Kimathi
University of Technolory

The statement of receipts and payments reflects transfers to other Government units of
Kshs.70,296,430,177 which, as disclosed in Note 6 to the financial statements, includes an amount
of Kshs.2,561,890,710 in respect to capital grants to Govemment Agencies. Included in the latter
balance is an amount of Kshs.90,000,000 paid to a contractor implementing the Project. The
project duration was twenty-four (24) months commencing on 5 July,2020 and ending on 5 July,
2022. However, only one certificate tbr work done of Kshs.l 13,881,398 or about 12.25% has been
approved an indication that the project has delayed and its completion by 5 July,2022 is doubtful.
The project delay has also denied services to the intended users.

Submission by the Accounting Officer
The Accounting Officer submitted that the contractor took over the site and noted adverse site
conditions which necessitated redesigning of the foundation from a raft to a piling foundation.
Works was suspended due to adverse ground conditions from 23'd September 2021 to 3'd January
2022. Plling Works commenced on 3'd January 2022 and was scheduled for completion on 28th

April2022. Due to the above effects, the contractor had proposed that the project completion date
be revised to 3lstJuly 2023 as per minutes.

Committee Observations and Findings
The Committee observes that the Accounting Officer did not provide an update as at the
time of writing this report.

Committee Recommendation
The Committee recommends that the Accounting Officer provides a status update to the
Committee within three (3) months of adoption of this report.

292. Delayed Completion of Projects
Review of records revealed that sixty-one (61) Projects with a cost of Kshs.56,505,466,339 were
being funded by the State Department. The planned completion dates for six (6) projects was 30
June,2019, eighteen (18) projects had a completion date of30 June,2020 while nine (9) projects
had a completion date of 30 June, 2021. However, all the thirty-three (33) projects with a

cumulative expenditure of Kshs.7,524,206,477 had not been completed by December, 2021. Under
the circumstances, the intended users have not obtained any benefits from the projects.
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Submission by the Accounting 0fficer
The Accounting Officer submitted that there were budget cuts (budget rationalization) on
development funding for the last three financial years. This has slowed down implementation of
the projects and affected the completion rates, hence delaying the completion dates.

In the FY 202012021 the development budget was rationalized by Kshs.2 billion as per copy of
Vote D1065, State Department for University Education, Revised Development Expenditure
Estimates 202012021 . The ministry had requested the National treasury for additional funding to
facilitate completion of these projects.

Committee Observations and Findings
The Committee observes that the Accounting Officer did not provide an update as at the
time of writing this report.

Committee Recommendation
The Committee recommends that the Accounting Officer provides a status update to the
Committee within three (3) months of adoption of this report.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

DONOR FUNDED PROJECTS

SUPPORT TO ENHANCEMENT OF QUALITY AND RELEVANCE IN HIGHER
EDUCATION, SCIENCE AND TECHNOLOGY PROJECT (ID ON. P-KE-IAD-001-
LOAN AGREEMET NO.2 r 00 I s0027 993)

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified opinion
294. Inaccuracies in the Financial Statements

Review of financial statements presented for audit for the year ended 30 June, 2021 under the
project information and overall performance for the current year contradicts the previous year's
information as it shows the cumulative receipts have declined from 28,184,468 unit of accounts to
27,270,803 unit of accounts yet the statement of receipts and payments reflects receipts of Kshs.
61 ,795,785 that should have increased the cumulative receipts in donor currently. Consequently,
the accuracy ofthe financial statements for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that the government of Kenya was granted a Loan of
28,000,000 (Units of Account -UA) from the African Development Bank (ADB). To date the bank
has disbursed UA27,270,803 which has been utilized by the project in implementing its activities.
The project received Kshs.61,795,786.35 in the financial year 202012021 which is equivalent to
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Conclusion
293. There were no material issues relating to effectiveness of intemal controls, risk
management and govemance.



UA 418,985.46. the amount was paid to suppliers and is included in the total amount of loans
accessed to date (UA27,270,803).
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The figure of UA 28,184,,468 included in the project information and overall performance (Source

of funds) section in the financial statements of the financial year 201912020 was erroneous as the

Govemment of Kenya had not received any additional funding under the loan. The total amount
of the lpan still stands at UA 28,000,000. The unspent balance to be cancelled is UA 729,198.

The opening balances for purchase of specialized plant, equipment and machinery have been
restated hence reconciling the donor and project account as per the statement ofaccount from the
donor which has been verified by auditors.

Committee Observations and Findings
The Committee noted with concern the inability of the State Department to perform basic
accounting functions.

Committee Recommendation
i. The Committee admonishes the Accounting Officer for failure to perform duty
bestowed upon the olfice; and
ii. The Accounting Officer must institute internal administrative action on
responsible ollicers and report to the Committee within one (l) month of adoption of
this report.

295. Defects and Delays in Delivery of Equipment to Various Universities
As disclosed in Note 4 to the financial statements, the statement of receipts and payments reflects
an expenditure of Kshs.61,795,785 under acquisition of non-financial assets which includes an

amount of Kshs.47,697,805 relating to purchase of specialized plant, equipment and machinery.
As previously reported, the Project entered into supply contracts with various vendors for supply
of specialized science and engineering equipment to selected public universities. Under the terms
of the contracts, the vendors were to receive advance payments of 20%o of their respective contract
values upon submission ofbank guarantees ofequivalent amounts. A further 60% ofthe contract
sum was to be paid after the equipment was shipped and relevant documents submitted to
Management. The remaining 20% was to be paid upon receipt and acceptance of the items
supplied.

As at 30 June, 2021, the Project's cumulative expenditure from 201312014 financial year on
procurement of specialized plant, equipment and machinery totaled Kshs.2,617,434,820 from.
However, records provided for audit revealed that the project was expected to end by 30 June,

2021 and that equipment totalling Kshs. I 12,598,346 was rejected by the respective Inspection and

Acceptance Committees. The Management explained that the State Department finalized the status

of delivery and acceptance of equipment and wrote to the Attomey General in July and August,
2021 seeking for an advisory on payment ofany outstanding balances due to the suppliers, refund
of advance guarantees recovered and levying of liquidated damages from any payments to the

suppliers. The State Department is awaiting the final advisory on the mode of recovery of the
liquidated damages from the Office of the Attomey General.

In view ofthe defective and unfulfilled supplies, it is not possible to confirm the accuracy ofthe
cumulative expenditure of Kshs.2,617,434,820 reported under purchase of specialized plant,
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equipment and machinery as at 30 June, 2021. ln addition, the Project may not have been
completed by the expected date of30 June,2021 delaying service delivery to the citizens.

Submission by the Accounting Officer
The Accounting Officer submitted that the issue of rejected equipment has been handled by the
Public Accounts Committee in the Financial reports of the project for the financial years 2016117,
2017118,2018119 and 201912020 and the committee has pronounced itself that the explanations
provided by the Ministry was reasonable and therefore the issues were resolved.

Committee Observations and Findings
The Committee noted that this matter was discussed in the FY 2016117,2017118,2018/19 and
201912020 and recommendations issued therein.

Committee Recommendation
The Committee recommends that the Accounting Officer avails a matrix on implementation
of various recommendations, within three (3) months of adoption of this report.

Other Matter
296. Budgetary Control and Performance

The Statement of comparative budget and actual amounts reflects similar figures for final budget
and actual expenditure on comparable basis of Kshs. 256,634,610 and Kshs. 73,165,955
respectively resulting to under collection and under-expenditure ofKshs. 183,468,655 or 7\Yo of
the budget for the year. Consequently, the project activities may not have been implemented as
planned delaying service delivery to the citizens.

Submission by the Accounting Officer
The Accounting Officer submitted that the budget for the financial year 202012021 was Kshs.
240,000,000. This budget was however, only availed under supplementary I I budget which was
available to the Project in the Month of June, 202 1 .

Due to slowing down of most activities occasioned by COVID l9 pandemic, a number of activities
were constrained and could not be completed in time and this caused the under absorption of the
budget.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer.

Committee Recommendation
The Accounting Oflicer must ensure programmes are adequately funded and can be
implemented within the stipulated time frame.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

297. There were no material issues relating to lawfulness and effectiveness in use of
public resources.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
298. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
299. As required by the African Development Fund and financing agreement, I report
based on my audit, that I have obtained all the information and explanations which, to the
best of my knowledge and belief, were necessary for the purpose of the audit. Further,
adequate accounting records have been kept and the Project financial statements are in
agreement with the accounting records and returns.

ESTABLISHMENT OF KENYA ADVANCED INSTITUTE OF SCIENCE AND
TECHNOLOGY (KAIST) PROJECT NO. KEN-4

REPORT ON THE FINANCIAL STATEMENTS

Basis for Qualified Opinion
300. Acquisition of Asset
The Project's financial records show that the project has been ongoing for four (4) years since the

signing of the loan agreement on 28th December, 2017 and accumulated expenditure amounting
to Kshs. 1,843,831,137. However, site visit made on 7 October,2}2l revealed that there is nothing
tangible on the ground in terms of construction of any form. Further, it was noted that despite there

being no evidence of activities on the ground, the financial records reflected buildings and

structures valued at Kshs. 461,135,997.00.

Notwithstanding the delay in implementing for the Project the Govemment of Kenya as per the

requirement of Article I Section 1.02 on general terms and conditions of the loan agreement, ought
to have made four (4) semi-annual consecutive repayments of the loan on February, 2020, August,
2020, February,202l, and August, 2021.|t is evident that there is interest being charged on loan

even though there is no tangible benefit there from money received by the Project. Although the

Management indicated that the Contractor has taken over the site, subsequent to the auditors visit
on 7 October 2021, no site handover report was provided to support the commencement.

Submission by the Accounting Officer
The Accounting Officer submitted that during the said project site visit, the Auditors from the

Office of the Auditor General were accompanied by the project coordinator. The contractor was

on site putting up the temporary offices and excavation ofthe ground for the construction ofthe
project. The payment of Kshs.461,135,997 was for the development of designs for the project.

The designs were completed and approved and the consultant was paid as per the contract. This
expenditure was capitalized and captured in the Financial Statements under building and structure
instead of being classified as work in progress. This error will be corrected in the financial
statements of the Financial Year ending 30 June 2022.
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Out of Kshs.1,843,831,137, Kshs.1,382,695,140 was paid in the financialyear202012021 (as per
the terms of the contract) being advance payment of 20 percent of the contract sum
(Kshs. 1,300,564,388) which was paid to the main contractor on 30th June 2021 as per the payment
voucher and Kshs.82,130,752 being payment for the designs. The contracts for the consultancy,
the main contractor and the quarterly progress report have been verified by the auditors.

Committee Observations and Findings
The Committee obsened that the Accounting Officer did not provide a plausible reason for
the delayed execution ofthe project.

Committee Recommendation
The Committee directs the Accounting Officer to provide a status report on the completion
of the project within three (3) months of adoption of this report.

301. Purchase ofGoods and Services
The statement of receipts and payments and Note 3 of the financial statements rellect purchase of
goods and services amounting to Kshs. 77,779,821. However, consultancy services paid from the
Project funds amounting to Kshs. 24,135,000 related to construction of physical science
laboratories phase I which is a ditferent Project. Further, the fuel and lubricants expenditure
amounting to Kshs. 8,151,530 charged to project expenditures yet the motor vehicles were used
by the Ministry officials. In addition, the routine maintenance of other assets amounting to Kshs.
3,368,275 was charged to the Project yet it owns no assets. Also, the domestic travel cost of Kshs.
24,661,068 could not be linked to Project activities. Consequently, the accuracy and validity of
payment in respect to purchase of goods and services amounting to Kshs. 77 ,779,821 for the year
ended 30 June.202l could not be confirmed.

Submission by the Accounting Officer
The Accounting Officer submitted that KAIST project is implemented by the Ministry of
Education through the State Department fbr University Education and Research. The project
implementation committee consist of members who are also officers of the Ministry.

i. The payment of Kshs. 24,135,000 in relation to construction of physical science
laboratories phase I was made from the govemment of Kenya component of KAIST project
budget since the budget for the physical labs phase I project was not sufficient. The state
department utilized Kshs. 24,135,000 from KAIST project to clear the pending payment
due to the contractor to avoid accumulation of interests and penalties. The state department
had requested for reallocation of funds from KAIST project to the Physical labs phasel
through supplementary I 1 budget project. This reallocation was approved by the National
assembly in June 2021.

ii. The fuel and lubricants expenditure amounting to Kshs.8,I51,530 charged to the
project expenditures related to the expenses for the motor vehicles that were being utilized
to carry out project activities by the ministry officials. The payment vouchers supporting
the purchase of fuel and other documents supporting the consumption of fuel have been
verified by auditors.

iii. The routine and maintenance expenditure amounting to Kshs.3,368,275 that was
charged to the project relates to the repairs and maintenance of motor vehicles which were
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involved in the project activities. Payment vouchers and relevant supporting documents
have also been verified by auditors.

iv. The state department started the process of developing the curriculum for KAIST
University to facilitate application for accreditation by the Commission for university
education during the financial year under review. A proposal for the establishment of
KAIST University was developed. Part of Kshs.23,661,068 was utilized to cater for the

domestic travelling expenses for officers who were involved in carrying out the above

activities. Kshs.6,244,770 was utilized as reimbursement to KONZA Technopolis
Development Authority (KoTDA) who is the agency appointed to manage and coordinate
preliminary activities for establishment of KAIST University to cater for travelling and

subsistence expenses they incurred.

The project also procured the main contractor during the year under review, the bids were
evaluated, the contract was negotiated and review of architectural designs were also done during
the year under review. The costs incurred in these activities also form part of travelling and

subsistence allowances of Kshs. 23,661,068. The payment vouchers supporting the expenditure
have been verified by the auditors.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer, although provided
late after audit.

Committee Recommendation
The Committee admonishes the Accounting Officer for failure to provide information within
reasonable time to the Auditor General pursuant to Section 62 (l) of the Public Audit Act,
2015.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion

302. Project Motor Vehicles
The Project Management unit procured two high-end vehicles with a total value of
Kshs.25,030,030 for use by the project in executing project activities. However, the vehicles were
not used for project activities but were used by Ministry's offlcials for non-project activities. This
is contrary to Public Finance Management Act, 2012 section 72.(1)(3) which states that, the

accounting officer for a National Govemment entity shall not loan or transfer assets to any person

or organization or permit any person or organization to use assets for purposes other than carrying
out the functions of the entity, except in accordance with an Act of Parliament enacted pursuant to
Article 227 of the Constitution.

Further, the use of the motor vehicles also contravenes Regulation 139.(l) Public Finance
Management (National Govemment) Regulations,2015 which states that the Accounting Officer
of a national govemment entity shall take full responsibility and ensure that proper control systems

exist for assets and that preventative mechanisms are in place to eliminate theft, security threats

losses, wastage and misuse and movement and conditions of assets can be tracked. Consequently,
the Management was in breach of the law.
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Submission by the Accounting Olficer
The Accounting Officer submitted that two project vehicles were procured for the project activities
and were being used by the Ministry officials while undertaking the project activities. The state
department has taken full responsibility and has ensured that internal control systems exists for
these vehicles, preventative mechanisms are in place to eliminate theft, security threats, losses,
wastage and misuse as per the prevailing government regulations.

Committee Observations and Findings
The Committee observed that the Accounting Officer's explanation was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
303. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
304. As required by Economic Development Cooperation Fund Loan Agreement
No.KEN-4 I report based on my audit, that I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the purpose
of the audit. Further, adequate accounting records have been kept and the financial
statements are in agreement with the accounting records and returns.

EASTERN AND SOUTHERN AFRICA HIGHER EDUCATION CENTERS OF
EXCELLENCE (ACE Ir) PROJECT (CREDTT NO.5798-KE)

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion

305. There were no material issues noted during the audit of the financial statements of
the Project.

Other Matter
306. Loss of Project Vehicle
As previously reported, and as disclosed in Annex 2- the Summary of Fixed Assets to the financial
statements reflects a balance ofKshs.26,l65,933 in respect ofacquisition ofnon-financial assets
on page 25, out which Kshs.22,180,900 relates to purchase of vehicles and other transport
equipment. Available information indicates that the management acquired a project vehicle-
Toyota Fortuner Registration No.GK Bl93V at a cost of Kshs.8,355,900 in May,2019. However,
physical verification and motor vehicle records revealed that the vehicle was missing. The Project
Management explained that the vehicle was stolen, within days after purchase, in a carjacking
incident and this was reported to the police.
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In the circumstance, the Accounting Officer may not have put adequate measures to safeguard
project assets and consequently the citizens will not derive value from this vehicle.

Submission by the Accounting Officer
The Accounting Officer submitted that this matter was responded to in our response to the report
of the Auditor General on the financial statements of the Financial Year ended 30 June,20l9,
tabled before the Public Accounts Committee in its sitting of 15th October 2021. The State

Department is waiting for the recommendation of the committee for implementation.

Committee Observations and Findings
The Committee noted that this matter was discussed in the 20l8ll9 and a recommendation
issued therein.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) of the PFM Act,2012. The Committee recommends that the
Accounting Officer avails a matrix on implementation of various recommendations, within
three (3) months of adoption of this report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
307. There were no material issues relating to laufirlness and effectiveness in use of
public resources.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion
308. There were no material issues relating to effectiveness of internal controls, risk
management and govemance.

20t

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
309. As required International Development Association (lDA), I report based on my
audit, that I have obtained all the information and explanations which, to the best of my
knowledge and beliel were necessary for the purpose of the audit. Further, adequate

accounting records have been kept and the Project's financial statements are in agreement

with the accounting records and retums.
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OTHER DONOR FUNDED PROJECTS IMPLEMENTED BY AGENCIES UNDER THE
STATE DEPARTMENT FOR UNIVERSITY EDUCATION AFRICA CENTER OF
EXCELLENCE IN SUSTAINABLE USE OF INSECTS AS FOOD AND FEEDS PROJECT
(rDA CREDIT NO. 5798-KE) - JARAMOGI OGTNGA ODINGA UNTVERSTTY OF
SCIENCE AND TECHNOLOGY

REPORT ON THE FINANCIAL STATEMENTS

Unmodified Opinion
310. There were no material issues noted during the audit of the financial statements of
the Project.

achieved an overall DLRStatus of 89Yo.
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Other Matter
311. Budgetary Control and Performance

During the year under review, the project had an approved budget ofKshs.140,745,572 and actual
receipts of Kshs.205,306,488 to implement various activities. Out of the receipts, an amount of
Kshs.97,352,344 or approximately 47oh of the total receipts was expended resulting to under
absorption of Kshs.107,954,144 or approximately 69Yo of the approved expenditure.

The Management attributed the under absorption to low enrolment of foreign students, late
accreditation of courses due to COVID-19 restrictions which slowed down the activities of the
Project, delayed procurement ofequipment and delays in receipt ofother foreign grants. The low
absorption of funds clearly indicates some of the planned project activities were not implemented
and this would lead to delayed project implementation. The Management indicated that the project
shall be implemented as planned through a nonfunded extension of the project of one year.
However, no documentary evidence was provided in support of the request or approval for the
extension.

Submission by the Accounting Officer
The one-year extension of the Project was granted due to the negative effects of the COVID-19
pandemic which disrupted the planned project activities. The communication on the extension was
done by the World Bank vide a letter dated 19th July, 2021 and Aide Memoire on the Virtual
Technical and Advisory Meeting (June 7- I 1 , 2021) and Regional Steering Committee Meeting
(June 17-18,2021).

Now availed were the Aide Memoire for the two meetings as evidence. Please refer to Paragraph
II of the Aide Memoire that shows the Key Project Data and has the revised Project Closing Date
of December 31 , 2023 . Kindly also refer to the first bullet on page 2 of the letter from the World
Bank dated lgth July 2021 which states as follows:

"The counter-signed amendment letters have now been received from all eight participoting
count es, thus concluding the Project restructuring, which has enabled disbursement as per
the revised allocationsfor DLRs and project extension by l2 months...."

The COVID-l9 pandemic led to delays in implementation of the project activities due to
restrictions in travel and other measures that were taken to stop and contain the spread of COVID-
19. However,despite these delays, the project has strived to complete the planned activities within
the envisagedtimelines. As at the close of the financial year ended 30th June 2022,the Project had



Table D in the financial statements shows the DLR Status of the respective DLRs that were set

forthe Project as per the signed contract, with ll out ofthe 15 targets having a percentage

achievementof 80% and above.

The project had an approved budget of Kshs. 144,73 1,861 and actual receipts of Kshs. 225,609,176
to implement the activities for the year. The variance between the budget and the actual receipts
was due to late receipt of Kshs. 87,05 1 ,520 in the last quarter towards the end of the financial year,

which the project could, therefore, not absorb within the year due to the short duration between
receipt ofthe funds and the close ofthe financial year. Consequently, the funds were incorporated
in the budget for the financial year 2022-2023 in order to absorb them as required.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer.

Committee Recommendation
The Accounting Officer must ensure programmes are adequately funded and can be

implemented within the stipulated time frame.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion
312. 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

Conclusion
313. There were no material issues relating to effectiveness of intemal controls, risk
management and governance.

AFRICA CENTRE OF EXCELLENCE (ACE II) IN PHYTOCHEMICALS, TEXTILES
AND RENEWABLE ENERGY (PTRE) PROJECT (IDA CREDIT NO. 5798-KE) - MOI
UNIVERSITY
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
314. As required by Intemational Development Association (lDA), I report based on my
audit, that I have obtained all the information and explanations which, to the best of my
knowledge and beliel were necessary for the purpose of the audit. Further, adequate

accounting records have been kept and the Project's financial statements are in agreement

with the accounting records and returns.

REPORT ON THE FINANCIAL STATEMENTS
Unmodified Opinion
315. There were no material issues noted during the audit of the financial statements of the Project.



Other Matter
316. Budgetary Control and Performance
The Africa Centre of Excellence in Phytochemicals, Textiles and Renewable Energy (PTRE)
Project budgeted to receive and spend a total of Kshs. 347,524,796 in implementation of
Phyochemicals, Textiles and Renewable Energy (PTRE) projects during the financial year ended
30 June, 2021. However, budget utilization during the year was as follows:

The under absorption is an indication that not all planned projects and programmes were
implemented by the Africa Centre of Excellence as planned in the financial year.

Management Response
Key project data that states the project revised closing date isDecember 31st,2023. It also
indicates the original closing date of December 3|st,2022.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer.

Committee Recommendation
The Accounting Officer must ensure programmes are adequately' funded and can be
implemented within the stipulated time frame.
REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
317. Single Sourcing for Accreditation Services
The statement of receipts and payments reflects purchase of goods and services of Kshs.
105,798,067 which include education capacity and development impact expenses of Kshs.
6,919,398 as disclosed under Note ll.4 to the financial statements. Included in the education
capacity and development impact expenses of Kshs.6,919,398, is a payment of Kshs.1,063,078 to
a firm to carry out accreditation of two programs, PhD in Textile Engineering and PhD in Energy
Studies vide Tender Number MUlRFPl02l2019-2020 dated 7 January, 2020. However, perusal of
the tender file availed for audit showed that, although five tender documents were sent out, only
one bidder responded and the project management went ahead to evaluate the only bidder, instead
ofcancelling the advertisement and making another advert for at least three bidders to respond in
order to procure the service at a competitive price.

Submission by the Accounting Officer
Five firms were offered to bid through restricted tendering and one bidder responded. The Public
Procurement and Asset Disposal Act,2015 and its Regulations,2020 are silent in the process of
evaluating the only one responded bidder. In this case, the best practice and as provided in the
general procurement manual from Public Procurement Authority enables the procurement

Receipts /Payments Budget (Kshs.) Actual (Kshs.) Difference (Kshs.) Utilization
o//o

Total Receipts 347,524,796 167,920,s95 119,604,201 48%
Total Payments 347,524,796 151.099,847 196,424,949 43o/o
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evaluation committee to process the only received bid as per the tender criteria and within the
approved budget estimates.

This was the case with the procurement of M/S Aqas Agency for Quality Assurance, Cologne
Germany, for the provision of International Accreditation of PhD programmers under ACEII-
PTRE. There was no reason within the law to give the responsive bidder for the cancellation/
termination of the tender process.

Committee Observations and Findings
The Committee observed that the submission and explanation provided by the Accounting
OIfi cer was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE
Conclusion
318. There were no material issues relating to effectiveness of intemal controls, risk management

and governance.

PAC Repoft on the Exominotion ofthe Repoft ol the Auditorcenercl on lhe Finonciol Stotements ol Notionol Govehmen? lot ?he FY ended 30^ )une 2021

205



12. STATE DEPARTMENT FOR EARLY LEARNING AND BASIC
EDUCATION _ VOTE 1066

REPORT ON THE FINANCIAL STATEMENTS

l. Mr
2. Mr
3. Mr
4. Mr
5. Mr
6. Ms
7. Mr

Paul Kibet
Stephen N Muthuma
Abdi Mowlid Abdi
Brian Kusimba
Moses K Mwangi
Regina Kanayi
E. Mukira Gichigo

Director of Education
Senior Principal Finance Officer
Deputy Director DSNE
Director ICT
Assistant Director Education
Director Supply Chain Management
Deputy Accountant General

And submitted as tbllows

Basis for Qualified Opinion

319. Subsidies
As disclosed in Note 7 to the financial statements, the statement of receipts and payments for the
year ended 30 June'202l reflects subsidies to Public Corporations of Kshs. 59,543,457,045.The
following anomalies were noted in respect of disbursement to schools;

319.1 The subsidies to Public Corporations include subsidies to 9,024 Secondary Schools
amounting to Kshs. 36,739,481,231 . However, the data on the number of students per school per
county at any time of disbursement could not be verified. The reason for non-verification was due
to inability to access the student enrollment data in the National Education Management
Information System (NEMIS) as a result of restrictions by the management. The failure to grant
access to the system contravenes Section 9(e)(i) of the Public Audit Act, 2015 which states that
without prejudice to the powers given under the Constitution and this Act and for the purposes of
carrying out his or her duties effectively, the Auditor-General, or an officer authorized for the
purpose of this Act, shall have powers of unrestricted access to (i) all books, records, retums,
reports, electronic or otherwise and other documents of entities listed under Article 229 (4) of the
Constitution; (ii) any property or premises used or held by State Organs or public entities covered
by Article 229 (4) of the Constitution and subject to audit under this Act. It was therefore not
possible to validate the data used for disbursement ofsubsidies to schools.

Submission by the Accounting Olficer
The Accounting Officer submitted that the auditors were given the responsibility of a Super user
to access the system. However, the State Department has realized that the system could not
generate some ofthe specific reports that the auditor required. The system is being reengineered
to incorporate tailored reports as per emerging requirements.

Committee Observations and Findings
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Mr. Julius Juan, the Principal Secretary and the Accounting Officer for the State Department of
Early Leaming and Basic Education (Vote 1066), appeared before the Committee on 12thMay,
2022 to adduce evidence on the Audited Financial Statements for the State Department for Early
Learning and Basic Education (Vote 1066) for the Financial Year 202012021 .He was accompanied
by the following officers:



319.2 The management disbursed Kshs. 57,029,236,841 as subsidy for free day
Secondary School. However, the disbursement schedule Included payments amounting to
Kshs.l37,084,ll1 made to 225 Secondary Schools whose bank account numbers format
differed significantly from the format ofbank accounts for banks supported by the national
banking system. In addition, there was no confirmation receipts from the benefiting schools.
It was therefore not possible to confirm whether the schools bank account numbers were
correctly captured and the concerned received the funds.

Submission by the Accounting Officer
When NEMIS started, schools were the source of information. Schools were allowed to enter their
bank account numbers. The bank accounts in question are accounts that have commas, special

characters among others. Some of these errors in the bank accounts of some of the banks are

corrected by the banks during disbursement. Since no rejections had been received in this regard,
the state department had assumed that all bank accounts are correct.

The discrepancies appear to recur in each disbursement within the financial year under review
because rejections had not been received from the banks so it was assumed that the accounts were
correct. Having been notified by the auditors in this regard, the bank accounts for the schools noted
by the auditors have since been corrected on NEMIS.

Committee Observations and Findings
The Committee observed that the accounts for the mentioned schools have since been
corrected.

Committee Recommendation
The Committee recommends that the matter is resolved.

319.3 The capitation disbursement report provided for audit verification included an

amount of Kshs. 8,284,401 that was disbursed to schools that had same bank accounts

numbers even though lhe names and sub county of the schools were different indicating an

error in the funds transmission. The anomaly was not explained and there was no evidence
ofrefunds provided to indicate correction ofthe enor.

Submission by the Accounting Officer
In the July 2020 capitation, some schools were noted to have the same bank accounts. The error
occurred during keying of bank accounts on NEMIS by schools. Upon disbursement, the state

department received rejections from banks. The correct bank accounts were determined and
provided to the banks for crediting ofthe funds.

School Incorrect A"/C Correct account
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The Committee observed that the explanation given by the Accounting Officer with regards
to subsidies was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

S/no
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Gakoe 03 6027 9 62 1 897-KC B-T hi ka l l02r 13263-KCB
Thika

Olesharo 03 6027 9 621 997-Equity bank Narok 0360279621897-
Equity bank Narok

Kangaru
Mixed

000000000-Coop-Kutus 01139035262400
Coop- Kutus

Misemwa 000000000-National bank-Kitale 0l 0250023 l 91 900-
National bank -Kitale

Correction of the accounts has been done on NEMIS.

As for Magutu (UIC MZ4E) and Magutu Girls (UIC JTJK), one school was a duplicate of the
other. Both MAGUTU and MAGUTU GIRLS is the same schools but funds were not remitted to
MAGUTU (UIC MZ4E). The school was double entered in the NEMIS system and one has since
been deleted.

Committee Observations and Findings
The Committee observed that necessary adjustments on the data has since been made in
NEMIS.

Committee Recommendation
The Committee recommends that the matter is resolved.

319.4 The management disbursed amount totaling Kshs. 638,435,3 16 to secondary
schools in October 2020. The amount comprised of 3808 schools in respect of operation
account and 381 0 schools in respect of tuition account. Although the management explained
the amount were as a result of some schools that had not received their earlier capitation
monies for reasons that they had not updated form one admissions data in the NEMIS system
together with unexplained loss of data in the system, the basis of identification of the
beneficiary schools were not supported by any documentation in form of claims from the
benefiting schools or evidenced by any duly approved management report or exception
report from the system to indicate that the benefiting schools had not received the earlier
disbursement.

Further, a sample of the schools included in the list receiving this disbursement had been included
in the schools that had received their regular disbursement on time and therefore the payment was
a duplication. The management did not provide explanation for the anomaly.

In addition, payments made to 31 schools were made to bank account whose format did not
conform to the National banking system of coding and although the Management of the schools
receiving capitation funds are required to upload an acknowledgement receipt in the system, as
evidence of receipt of funds in the school's bank account, none of the listed schools raised an
acknowledgement receipt in the system.

Submission by the Accounting Officer
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Schools operate within an academic year and they continuously update their data on NEMIS.
Variance in data is as a result of natural attrition, transfers and update of records especially for
learners who initially had no birth certificates but obtain these documents in the course of the year.

When schools closed due to COVID-19 in March of 2020, some had not completed registering

form one students on NEMIS. The amount of Kshs. 638,435,316 to secondary schools in October
2020 was due variance in the enrolment owing to some schools having not updated their data on
time.

The basis for identification of the beneficiary schools was complaints that were received from the

affected schools. ICT department had provided data from NEMIS showing schools data in August
and October 2020.

It was true that some schools that had been included in this disbursement had received the regular
disbursement. However, on the disbursement for the whole year, (i) the enrolment for the

disbursement of October 2020 is low because it is only the variance being provided (ii) Because it
is the variance being considered, a school will appear in both October and July disbursement ifit
had a variance to be compensated (iii) the total of enrolment in July and October does not exceed

the enrolment for the subsequent disbursements.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to disbursement to secondary schools was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

319.5 The subsidies to Public Corporations include an amount of Kshs.22, 140,000 paid

to 82 secondary schools in the Arid and Semi-Arid land (ASAL) areas each receiving
Kshs.270,000. Management explained that the money was meant for the support of the needy

students in the ASALs. However, no documentation was provided to support the basis of
identification ofthe needy schools. Further, no policy guidelines or directives were provided

to support the commitment and payment of these funds by the Ministry. In addition, there

was no acknowledgement of receipt of these funds from the benefiting schools.

In the circumstances, the accuracy and validity of subsidies to Public Corporations of
Kshs.59,541,584,343 could not be confirmed.

Submission by the Accounting Officer
The fund is provided to selected secondary schools found in counties classified and gazette as Arid
and Semi- Arid Lands. The fund is meant to mitigate the effects of drought and supplement the

school's budget. The fund is also intended to enhance equity and improve access and quality of
secondary education.

The identification of the schools is done by the County Education Board (CEB) and names

forwarded to the ministry headquarters. Policy Document detailing the criteria of disbursement

has now been availed.

Committee Observations and Findings
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The Committee observed that the explanation given by the Accounting Officer with regards
to subsidies to secondary schools in ASALs was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

320. Transfer to Other Government Units
The statement of receipts and payments reflects transfers to other Govemment units of Kshs.
26,249,256,281 . The following observations were noted with regard to these transfers.

320.1 During the year under review the management disbursed a total of
Kshs.834,403,799 to 1,933 schools which shared the same Teachers Service Commission
school identification numbers even though the name of the schools and the resident sub
counties were different. The management did not explain the cause of the anomaly.

Submission by the Accounting Olficer
At inception of FPE, schools were identified using TSC codes. By then, some public primary
schools were not registered with the Ministry of Education.

The TSC code used to identify schools as follows:
r First 3 digits representing the county
o Next 3 digits representing the sub-county
o Last 3 digits representing the specific schools

Those schools which were registered yet to receive their TSC codes were captured using the first
6 digits (representing the county and the sub county), followed by the word NEW as they awaited
to be issued with the school code. The Depatment has since rectified the anomaly in the FPE
disbursement system and all schools have unique TSC codes.

Moreover, all Public primary schools receiving FPE are now duly registered by the Ministry of
Education and have been assigned NEMIS codes. The FPE disbursement system has now been
reconfigured to ensure that it will always include the schools' NEMIS codes as one of the
identifying codes for all schools. The list of the schools queried and their NEMIS codes have been
availed.

Committee Observations and Findings
The Committee obserwed that the explanation given by the Accounting Officer with regards
to Transfer to other Government Units was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

320.2 The transfers to other Government units balance includes Kshs. 7,759,910,950
disbursed to primary schools. The guidelines for disbursement include a condition that the
school holds a uniquely identifiable bank account in a reputable bank. However, it was
observed that disbursement totaling Kshs.2,690,020 were made to l2 primary schools that
shared the same bank account numbers in NEMIS system implying there could have been
duplication in disbursement. No explanation for this discrepancy has been made.

Submission by the Accounting Officer
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All the queried schools "that have similar .' bank account numbers bank with the Kenya
Commercial Bank. Information obtained from the Relations Manager, KCB and the Public Sector,
the bank indicates that the problem could have arisen when the banks' branches were not fully
digitized. Individual branches were given a book with listed account numbers and the branch
would allocate the account numbers to customers upon requests for new accounts. Since the same

record was not shared with every branch, it was possible to have the same account number being
shared by different customers in different branches, but the differentiator was the branch code
which had to be used in every transaction.

The system has since been changed when the bank became fully digitized. Currently, the account
numbers are system generated, eliminating the possibility of the same numbers being generated

twice. The old account numbers were interlinked with the newly generated account numbers. Thus,
even when the department continued to use the old generation account numbers, schools have been

receiving their money.

Going forward, the Department has wriften to the bank so that it can be given a list of all new
school bank accounts so as to replace the old system account numbers from the records. A copy
ofa letter signed explaining this and giving the new bank account numbers that have been assigned

to the schools whose accounts were queried has now been availed. In addition, please find bank
statements from the schools whose accounts were queried for the year 2021.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to Schools with Bank Accounts that have been queried was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

320.3 During the year, the special needs schools were paid an amount of Kshs.

684,722,561. However, the enrolment data used reflected variances in the number of students

used as a basis for disbursement computation of the disbursement. The disbursement for the
period January to March 2021 was Kshs.98,049,471 comprising of two disbursements. The
first disbursement was in respect of 17,508 pupils which amounted Kshs. 56,773,571 while
the enrollment for top-ups or second disbursement was based on 17,946 pupils and amounted
to Kshs. 41,275,800. The variance of 438 pupils has neither been explained nor reconciled.

Committee Observations and Findings
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Submission by the Accounting Officer
The State Department disbursed SNE grants to Special Needs Schools in 4 quarters in the FY
202012021. It also disbursed FPE Top-Up to schools once in the month of March the same year.

In January/February, 2020, the Ministry requested the Regional Directors of Education (RDEs) to
provide data on enrolment in the SNE institutions. The Ministry also conducted field visits for
enrolment verification in March 2020. Both data was received, analyzed and used to update the 3'd

Quater grants which was prepared on l2th January 202l.The FPE top-up disbursement schedule

had already been prepared in August 2020, therefore did not have the changes. Consequently, the

variance of438 pupils arose due to the update ofthe enrolment.



The Committee observed that the explanation given by the Accounting Officer with regards
to Disbursement to Schools with Special Needs was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

320.4 The balance includes transfers to foreign missions amounting to Kshs. 305,691,659.
However, no documentation was provided to support the transactions arising from the
foreign stations except unsupported statement of expenditures amounting to Kshs.
261,601,128.

Submission by the Accounting Olficer
The balance from foreign missions, are normally recovered during the year by deducting the
outstanding amounts from subsequent disbursement in the succeeding year as per the Pay Advises.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
transfers to foreign missions.

Committee Recommendation
The Committee recommends that the matter is resolved.

2t2

320.5 The transfers to other Govemment Units include transfers to other Government
Entities amounting to Kshs. 19,692,518,327 which further include recurrent and capital
grants to thirty-two (32) Primary Teachers Training Colleges and four (4) Diploma Teachers
Training Colleges amounting to Kshs. 394,686,400 and Kshs. 70,200,000 respectively.
However, the colleges have not confirmed receipts of these transfers in any way. Further, no
accountability statements for these transfers by the colleges have been provided to confirm
that the funds were applied for the intended purpose in line with the approved budget. The
Colleges have never prepared financial statements for audit required by Public Audit Act
2015.

In the circumstances, the accuracy and validity of transfers for Govemment Units of Kshs.
26,249,256,281 could not be confirmed.

Submission by the Accounting Officer
It was true that there were thirty-two (32) Primary Teachers Training Colleges and four (4)
Diploma Teachers Training Colleges. However, out of the 32 Primary Teachers Training Colleges,
only 29 were funded. Teacher training colleges are self-reporting institutions as from 2020-2021
Financial year. Financial statements to these institutions are available at the Ministry of Education
for audit and confirmation.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to disbursements to Teachers training colleges was not satisfactory as Teachers Training
Colleges Financial Statements are audited.

Committee Recommendations
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i. The Committee reprimands the Accounting Officer for failure to perform duty
bestowed upon the office; and

ii. The Committee recommends the Auditor General to audit the financials of the
teachers training colleges.

321. Receivables-outstandinglmprestandClearanceAccounts
As disclosed in Note l2 to the tlnancial statements. the statement of financial assets and liabilities
reflects amount receivables - outstanding imprest and clearance accounts balance of
Kshs. I 54,469,857. The following observations were noted:

321.1 The balance includes Kshs. 44,090,53 I in respect to eight education oftlces outside
the country. However, the amounts due from these offices were not supported by bank
reconciliation, cash books and bank statements. Further, although the foreign missions had
unqualified balances brought forward from the previous year, the amounts have not been
accounted for in the movement to arrive at the closing year balances.

Submission by the Accounting Officer
Education attaches in foreign mission are given funds in form of AIEs and actual payments are

effected in their various mission stations. The expenditure returns are sent to the ministry as per
the foreign mission regulations. Payment vouchers have also been provided for examination.

Committee Observations and Findings
The Committee observed that the Accounting Officer did not submit the expenditure returns
contrary to Section 62 of the Public Audit Act,2015.

Committee recommendations
The Committee reprimands the Accounting Officer pursuant to Section 74 of the PFM Act
for failing to submit a timely response to the Auditor General.

321.2 Accounts receivable balance also includes balance from Teacher Service
Commission of Kshs. 9,537,963. However, the reported balance differs with the

corresponding balance in the teacher service commission financial statement balance of
Kshs. 45,738,91 4 leading to unexplained variance of Kshs. 36,200,95 l.

Under the circumstances, the accuracy and existence of accounts receivables balance of Kshs.

154,469,857 as at 30th June 2021 could not be ascertained.

Submission by the Accounting Officer
Teachers Service Commission is a full- fledged entity which receives funds from various entities
including the state department. The entity reports and is audited independently. During the year
under review the Ministry disbursed Kshs. 99,868,709.40 to TSC. As at the end of the financial
year they gave their expenditure returns and bank reconciliation which gave rise to a balance of
Kshs. 9,537,963.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to Account Receivable Balance was satisfactory.

Committee Recommendation
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The Committee recommends that the matter is resolved.

322. Compensation of Employees
The statement of receipts and payments reflects an expenditure of Kshs. 3,732,621,411 incurred
on compensation of employees while data from the human resource department and IPPD indicates
expenditure of Kshs. 3,503,860,093 with a resultant variance of Kshs. 288,761,3 18. The
reconciliation between the two sets of balances revealed an expenditure of Kshs. 125,783,113 paid
by foreign offices in respect of temporary employees which was not supported. Further the
reconciliation revealed payment to adult education teachers amounting to Kshs. 12,813,569 that
was also not supported.

Under the circumstances, the accuracy and validity of the compensation of employees' expenditure
totaling to Kshs. 3,732,621,411 for the year ended 30th June 2021 could not be confirmed.

Submission by the Accounting Officer
Education attaches in foreign mission are given funds in form of AIEs for employee compensation
to carter for the following:

o Foreign service allowance
r Medical insurance
o Social security fund contributions
o Local support employees

Actual payments are effected in the various mission stations and expenditure returns sent to the
ministry as per the foreign mission regulations. Payment vouchers have also been provided for
examination. Further to the above, County and sub-counties Adult offices receive funds in form of
AIEs to compensate part time Adult Education teachers and in tum submit expenditure retums.

Committee Observations and Findings
The Committee notes that the State Department experiences a delay in the receipt of these
expenditure returns from the mission stations.

Committee Recommendation
The Committee recommends that the Accounting Officer liaises with all related offices and
streamlines expenditure returns, and ensures prompt submission.

Other Matter
323. Budgetary Control and Performance

The summary statement of appropriation - recurrent and development combined reflects final
receipts budget and actual on comparable basis of Kshs.97,156,731,800 and Kshs.96,589,049,499
respectively, resulting in the under receipts of Kshs. 567,682,301 or 0.5% of the budget. Similarly,
the State Department spent Kshs. 94,541,008,850 out ofthe approved expenditure budget ofKshs.
97,156,731,800 resulting in under expenditure of Kshs. 2,615,722,950 or 2.60/o of the budget. The
under receipt of the budgeted funds and under-expenditure constrained execution of planned
activities and delivery of services by the State Department.

Submission by the Accounting Officer
The Accounting Officer submitted that it was true that there was a short fall in the receipts as
reflected in the financial statements. This was as a result ofhaving received less exchequers to the
tune of Kshs. 453,256,286, failure of the donor to spend Kshs. 100,000,000 and uncollected AIA
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to the tune of Kshs. 14,426.p15. Further to these, this was a period when the country was facing
the second phase of COVID-I9 and hence exchequers were not forthcoming due to poor
performance of the economy. In addition, some of the entities that collect Appropriation In Aid
from offering conference facilities were not able to collect due to lockdown that affected the
hospitality sector.

Consequently, due to insufficient receipts, the department could not execute some of the planned
activities.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
Budgetary Control and Performance.

Committee Recommendation
The Accounting Oflicer must ensure programmes are adequately funded and can be
implemented within the stipulated time frame.

324. Pending Bills
Note 19. I and Note 19.2 to the financial statements indicates that the State Department had
pending bills totaling Kshs.6,3 13,285 as at 30th June202l. Management did not explain why the
bills were not settled during the year. Failure to settle bills during the year to which they relate
distorts the financial statements and adversely affects the budgetary provisions for the subsequent
year as they form a first charge.

Submission by the Accounting Officer
It was true that the State Department had pending bills to the tune of Kshs.6,313,285. This arose

due to insufficient exchequer making it difficult to settle the bills. The same was treated as a first
charge in the202l-2022 financial year and therefore already settled.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
Pending Bills.

Committee Recommendation
The Accounting officer must at all times ensure that pending bills are listed 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 provisions of Section 68(2) (h) of
the Public Finance Management Act,2012.

325. Delayed Exchequer Releases
Exchequer issues totaling Kshs. 1,219,201,876 were received in the bank account of the State
Department during the month of June 2021 as detailed below:

Date Funds Received in the Bank Account Amount (Kshs.)
03 June 2021 336,2r2,338
14 June 2021 471,910,800
21 June2021 15,0t5,7 49
24 lune 2021 396,062,987
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Total 1,219,201..876

The delay in Exchequer releases may have resulted in low absorption ofthe budget thus negatively
affecting timely implementation of the program of the State Department and provision of services
to the public.

Submission by the Accounting Olficer
This was a period when the country was facing the second wave of COVID-l9 and hence
exchequers were not forthcoming due to poor performance of the economy. Further to the above
there was also change in the school calendar which necessitated request for large sums at the end
of the year which doubled as the start of the academic year.

326. Unresolved Prior Year Matters
Various prior year audit issues remained unresolved as at 30 June 2021. Management has not
provided reasons for the delay in resolving the prior year audit issues.

Committee Observations and Findings
The Committee noted that this matter remains unresolved.

Committee Recommendation
The Committee reprimands the Accounting Officer for failure to resolve prior year matters
as required by Section 68 (2) (l) ofthe PFM Act,2012.
REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Basis for Conclusion
327. Procurement of Computers

During the year, a total of Kshs. 199.920,000 was paid to a firm for supply and delivery of 2,040
computers to two hundred (200) secondary schools in all the 47 Counties. The following anomalies
were observed:

i)The Management used an expired framework contract from the State Department
of Information, Communication and Technology dated 07 October 2018 which
expired on 07 November 2019.
ii) There were no minutes of the committee adopting the use of procurement
process of another entity.
iii) There was no executed supply contract or agreement between the State
Department and the supplier to actualize the supply. This contravenes Section 1 3 5( I )
of Public Procurement and Asset Disposal Act, 2015.
iu) The Local Purchase Order was issued on 03 September 2020 with a validity
of 30 days. The supply was however made on 25 May 2021 which was more than
eight months after the expiry of LPO validity. There was no evidence of extension of

2L6

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to
Delayed Exchequer Releases.

Committee Recommendation
The National Treasury should ensure programmes are adequately funded and can be
implemented within the stipulated time frame.
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LPO validity. This contravenes Section I 39( I ) and (2) Public Procurement and Asset
Disposal Act,2015.
v) The 2,040 computers were delivered to the State Department's store and

distributed to 200 secondary schools across the forty-seven (47) counties. However,
the basis of identification and selection of the benefiting schools was not documented
and provided for audit review.

Consequently, the Management is in breach of the law.

Submission by the Accounting Officer
i. In regard to the procurement of computers for Secondary Schools, the Department
used framework contract from Ministry of ICT as a directive given by Office of the

President through circular Ref no: OP/CAB.9/IA dated 23'd February 2018. The
framework agreement from State department of ICT and Microscan Technologies Lt
expired on 7m November 2019. However, the State department of ICT vide letter dated

4th November, 2019 renewed the framework agreement for a period of one year up to
8th November,202l .

ii. The contract from the ICT ministry was valid and was adopted by the department
through the professional opinion as the accounting officer approved the process.

iii. Ministry of Information, Communication and Technology (lCT) was mandated to
develop and issue guidelines for Frameworks contracting as required by Public
Procurement and Regulatory Authority (PPRA) Circular No. 6/2010 for the purposes of
managing price, quantity, quality and standards in the acquisition of ICT equipment and

services. MDAs procured Computer type I as per the User department specifications
(needs) in line with its set budget for that year. As per the directive only one supplier
was contracted to supply each category of the ICT items and hence it was not possible

to carry out mini competition.
iv. The LPO NO.l505 was issued on 4m September,2020 and before the expiry of the

same the supplier sent a commitment letter indicating that there would be delay of the

computers as this was a huge order. Therefore, the procurement process was in line with
the Public Procurement and Asset Disposal Act,2015 where value for money and

quality products was achieved through use ofa contractor derived from an open tender
process by another Government mandated entity thus the Ministry could not duplicate
the same by advertising for its tender of which it was not allowed based on the directive
from the Office of the president.
v. This is in line with vision 2030 that identifies education as a natural platform of
equipping the citizenry with ICT skills requisite for a middle-income state. The

department based on the following Criteria for disbursement
o Beneficially schools are identified by the CEB and;
o Must be a public secondary school
o Must NOT have previously benefitted from any public ICT
integration funding.
o Must have an available permanent and secure classroom to be

converted into a computer laboratory.
r Must have access to reliable electric power source.
o Preference is given to schools which do not have functional ICT
facilities
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r The Govemment through MoE procures computers and
uninterrupted power supply (UPS) on behalf of the schools.
o Through the Sub County Director of Education (SCDE), principals
of beneficially schools are asked to come for the equipment in the
ministry headquarters.
o Principals of schools acknowledges the receipt of ICT equipment in
writing to the Principal Secretary MoE and copies to the CDE and
SCDE.

Committee Observations and Findings
(i) The Committee observed that the explanation given by the Accounting Officer
with regards to procurement of computers was not satisfactory.
(ii) There was a framework contract by the State Department of Information,
Communication and Technology and not Framework agreement.
(iii) The Accounting Officerwas in breach of Section 135(l) and Section 139(l) and
(2) of Public Procurement and Asset Disposal Act, 2015.

Committee Recommendation
The Committee recommends that EACC investigates the procurement process.

328. Un-Procedural Acquisition and Payments of Desks
The statement of receipts and payments reflects an expenditure on transfer to other Government
units of Kshs.26,249,256,281 . The balance includes an expenditure of Kshs. 1,897,135,000
received from the National Treasury to fund schools' infrastructure on protocols set up by the
Ministry of Health on social distancing due to the Covid-I9 pandemic, and to stimulate the
economy by providing job opportunities to the local artisans. To achieve these, the State
Department engaged artisans from all the counties in selected schools to supply seventy (70) desks
and fifty (50) lockers to primary and secondary schools respectively, for each school selected.

The following observations were made:
i) Details on how the needs assessment was identified was not provided and social
distancing in secondary schools could not have been achieved through an increased
number of lockers without the corresponding increase in the number of classrooms or
students' population.
ii) Procurement records to ascertain value for money, quality of the supplies, how
uniform prices were arrived at in the Counties and competition among the artisans were
not provided for audit review.
iii) A total of Kshs.10,214,400 was paid to staff from the State Department
Headquarters as daily subsistence allowances to monitor the distribution of the desks
and lockers to their respective destinations in all Counties notwithstanding that the State
Department has established offices in all the Counties and the staff in these offices could
have been used with minimal or no costs. This expenditure of Kshs.10,214,400 was
therefore against Section 79(2b) of the Public Finance Management Act, 2012 which
states that a public officer employed in a National Government state organ or public
entity should ensure that resources within the officer's area ofresponsibility are used in
a way that is lawful and authorized and is effective, efficient, economical and
transparent.
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iv) Authority to Incur Expenditures (AIEs) totaling Kshs.1,897,135,000 dated 0l
October 2020 were sent to all forty-seven (47) counties but funding was not affected
and instead, actual payments were centralized at the Head Office using a Safaricom
application not prescribed by The National Treasury. No explanation was provided for
using a private application instead of using IFMIS being the national payment system

as per the Public Financial Management Act,2012.

Under the circumstances, the Management was therefore in breach of law.

Submission by the Accounting Officer
The state department would wish to respond as follows;

i) The procurement method, which was used was community participation under
section 108 of PPAD, Regulation 2020.
ii) There was no needs assessments exercise since it was an emergency caused by the
COVID-19 pandemic and one of the recommended protocols of the inter-agency task
force was 1.5 metre distance.
iii) The Accounting Officer delegated authority for procurement to be done at Sub

County level and records are readily available for examination verification. The price was

a fair view of the prevailing market price.
iv) The work involved was enorrnous and tedious that involved concerted effort.
Further to this, procurement process was done by the field officers therefore there was

need for independence in monitoring the same.

v) The payment application used (MPESA) was meant to empower community
through social economic development. The payment mode was a policy directive based

on the success of Kazi mtaani initiative success. In addition, the government was targeting

the deserving artisan who had been directly affected by the pandemic.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Officer with regards
to Un-procedural Acquisition and Payments of Desks was satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

329. Use of Expired Contract-Service of Lifts in Jogoo House
As disclosed in Note 6 to the financial statements, the State Department spent a total of
Kshs.22,011,337 on routine maintenance - other assets. The State Department had entered into a
three (3) year contract with a firm for Kshs.4,284,720 beginning 01 July 2017 and ending 30 June

2020. However, after the expiry ofthe contract on 30 June 2020, no new contract was entered into
or extension granted. The State Department continued to pay the firm from 0l July 2020 to 30

April 2021 without any contract and therefore an amount of Kshs. 1 ,734,822 was paid inegularly.
Under the circumstances, the regularity of Kshs. 1,734,822 paid as routine maintenance other

assets for the year ended 30 June 2021 could not be confirmed.

Submission by the Accounting Officer

.a
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Committee Recommendation
The Committee recommends that the procuring agent ensures renewals of service contracts
promptly, before expiry.

330. Use of Expired Lease Agreements
As disclosed in Note 6 to the financial statements, the State Department incurred an expenditure
of Kshs. 158,824,241 inrespecttorentalsof producedgoodswhichincludesanamountof Kshs.
30,198,837 in respect to the payment ofrental facilities, service charge and parking fees for offices
of the State Department of Basic Education. However, payments totaling Kshs. 5,368,886 for rent,
service charge and parking and Kshs. 1,736,495 for rates, all totaling Kshs. 7,105,381, were made
on the basis of an expired lease agreement with the Kenya Reinsurance Corporation that had lapsed
on 28 February,202l . Under the circumstances, the regularity of Kshs. 7,105,381 paid as rental
facilities, service charge and parking for the year ended 30 June, 2021 could not be confirmed.

Submission by the Accounting Oflicer
It was true that the Lease agreement for Kenya reinsurance premises had expired. A request for
renewal was made to the state department of housing. The new Lease agreement is now in place
awaiting registration by the state department of housing.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to Use
of Expired lease Agreements.

Committee Recommendation
The Comrnittee recommends that the Accounting Officer ensures renewals of lease
agreements promptly, before expiry.

331. Transfers to Other Government Units
The statement of receipts and payments reflects an expenditure of Kshs. 26,249,256,281 in respect
of transfers to other Govemment units which, as disclosed in Note 8 to the financial statements,
includes an amount of Kshs.4,,256,588,506 relating to Capital Grants to Govemment Agencies and

!
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It was true the contract expired on 30th June, 2020. The Contract for lifts is managed by State
Department for Public Works (SDPW) and the SDELBE was waiting for official communication
from project manager, and lift being essential services the service provider continue until another
contract is in place.

However, Lifts provide essential services and should be maintained at all time to avoid any
eventualities or life-threatening risks to the public. In this regard, the conditions ofthe contract as
outlined in the tender document clause 31.1 which stated that" the contractor remain on site and
continue to offer services until another contract is signed". Thus, based on this, the project manager
vide letter 28th January, 2021 extended the contract to 30th April, 2021. The new contract was
signed on 4th june.202l.

Committee Observations and Findings
The Committee noted the explanation given by the Accounting Officer with regards to Use
of Expired Contract-Service of Lifts in Jogoo House.
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other levels of Government. The amount includes disbursement of infrastructure grants in form of
Economic Stimulus funds to secondary schools amounting to Kshs.1,504,057,600.

The following anomalies were noted;
i. There was no documented basis on how the amount of funds for each of the
recipient was determined to justify the disbursements from receiving schools, Bill of
Quantities duly approved by County Works Officer and approved plan of the facility to
be funded.

ii. The disbursements to l5 National schools amounting to Kshs.185,000,000, were
not supported by official applications and approved budget for the schools.

iii. The disbursement of infrastructure grants of Kshs.287,557,600 to 113 National
schools and Kshs.1,031,500,000 to 480 schools under Extra-County and Sub-County
categories were not supported by official applications from the receiving school, Bill of
Quantities duly approved by county works officer and duly approved plans ofthe facility
to be funded except for six that submitted the application only.

iv. Two (2) schools that submitted applications for funding had requested Kshs.

6,141,272 and Kshs. 4,172,056 respectively but they were awarded Kshs. 10,000,000
each. There was no justification for the enhanced disbursement as no approved Bills of
Quantities and building plans were provided by the applicant.

The award of infrastructure funds to schools without application letters, justification and

accountability documents was in breach of the State Department disbursement guidelines that
advocates for fairness,, equitabi I ity and accountabi I ity.

Submission by the Accounting Olficer
The disbursements done to schools were based on requests submitted by leaders such as Members
of Parliament on behalf of their schools and from the schools themselves. In the year under review,
there were schools that were submerged by the rising waters of lakes Baringo and Victoria that
required support. In total, six(6) schools were affected.

The Ministry of Education started the upgrading of extra county schools to National status to ease

the pressure on the l8 original national schools in 2011. The number of National schools was

increased from the traditional 18 to 104 and not 113. This therefore meant that there was need to
support these schools to upgrade their infrastructure to accommodate more students and to reflect
their national status. There is a budget every year to support these schools and disbursement in
targeted to a number each year. lnFY 202012021, Kshs. 185,000,000 was disbursed to l5 National
schools among them was Mama Ngina Girls in Mombasa (Kshs. 50,000,000) which is being
relocated to Shanzu.

The disbursement of Kshs. I ,03 I ,500,000 (Tranche 1) and Kshs. 287 ,557 ,600 (Tranche 2) went to

all categories of schools. There was disbursement to Mangu and Mama Ngina of additional
Kshs.10,000,000 and Kshs.20,000,000 towards meeting the presidential directive for Mangu and

supporting the ongoing relocation for Mama ngina Girls. Other schools such as Ogande Girls and

St. Francis Mangu were also allocated funds to meet part of presidential directives. The other
institutions were allocated funds based on requests by schools and those done by leaders on their
behalf.

Ruiru Girls submitted a proposal for Kshs. 20 Million, which was the appliacation used to disburse
the Kshs. l0 Million. There was an earlier BQ submitted by the school for Kshs. 6. I million which
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was captured by the audoitors. The state department has since provided the correct application. In
Lamu County, the Ministry is developing a school known as Lamu Bargoni High School. This
follows a request from the community to put up a school at Baragoni. Implementation started in
FY 202012021 with an initial allocation of Kshs. 15,000,000. Since the school is under
construction, it did not have a duly appointed principal to play the role ofthe accounting officer.
As such the Principal Secretary designated Witu Mjini Secondary School as the mentoring
institution and so that the principal of the school plays the role of accounting officer for Lamu
Bargoni High School. Witu Mjini secondary had requested infrastructure support of Kshs.
5,000,000. However, this was not granted but Kshs. 10,000,000 in Tranche I for Lamu Bargoni
High School was disbursed through the school and another Kshs. 5,000,000 in tranche 2.

Committee Observations and Findings
The Committee observed that the explanation given by the Accounting Oflicer with regards
to Transfer to other Government Units is satisfactory.

Committee Recommendation
The Committee recommends that the matter is resolved.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Basis for Conclusion
332. Lack of Audit Committee

The term of the Audit Committee came to an end in October, 2020 and a new Audit Committee
was not appointed hence rendering limited oversight and govemance over the ministerial activities.
The financial statements were also not reviewed and approved by the Committee before being
submitted for audit. In the circumstance, oversight and effectiveness of internal controls in the
State Department could not be confirmed.

Submission by the Accounting OIIicer
It is true that there was no Committee since the mandate of the former had expired. However, a
new committee had since been appointed.

Committee Observations and Findings
i. The Committee observed that the Accouting Officer admitted the absence of

the audit committee in the State Department and thus a breach of the Law.
ii. The Committee further noted that the State Department committed to

establishing its own Internal Audit Committee.

Committee Recommendation
The Committee reprimands the Accounting Officer for operating without an audit committe
as required by Section 73 (5) of the Public Finance Management Act 2012.
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