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1.2 CHAIRPERSON’S FOREWORD

The Public Investments Committee on Social Services, Administration and Agriculture 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 efficiency and effectiveness in the use of
public resources. The Committee is established pursuant to National Assembly Standing Order
206 B.

The Public Investment on Social Services, Administration and Agriculture, with regard to the
agriculture, public administration, health, and social protection sectors; examines the reports and
accounts of public investments, examine the reports of the Auditor-General on public
investments; and in the context of the autonomy and efficiency of the public investments, examine
whether the affairs of the public investments, are being managed in accordance with sound
financial or business principles and prudent Commercial practices. This ensures implementation
of Article 229(8) of the Constitution on reports laid before the House by the Auditor- General.

In examining the accounts of the Auditor General, the Committee invited Accounting Officers in
each of the State Corporations under review adduce evidence before it.

There are more than four hundred (400) State Corporations undertaking different mandates in
their respective sectors. Due to this large number, the previous Public Investments Committees
had been unable to conclude examination of the accounts of the Auditor General of these State
Corporations.

Considering the workload and the backlog, the National Assembly resolved to amend the standing
orders by splitting the Public Investment Committee into three Committees, Public Investments
Committee on Social Services, Administration and Agriculture (PIC-SSAA) being one of them.

The Committee (PIC-SSAA) with a view to clear the backlog in examining the reports of the
Auditor General, embarked on the process of inviting the Accounting Officers for the State
Corporations under its mandate to adduce evidence before it.

This report contains observations, findings and recommendations arising from examination of
reports of the Auditor-General for Seven (7) State Corporations for different Financial Years. The
report is structured as follows;

1) general observations to each of the cross-cutting queries;
i1) recommendations to each of the cross-cutting queries;

iii) audit queries identified by the Auditor General in his audit reports of each State
Corporations

1v) Management responses to each of the queries;
v) Committee Observations/ findings on each query; and

vi) Committee Recommendations to each query raised



In this report, the Committee makes policy recommendations and at the same time recommends
specific actions against specific officers. It further recommends further investigations of certain
matters by competent investigative agencies such as the EACC and the DCI.

The Committee appreciates the Offices of the Speaker and the Clerk of the National Assembly
for the support accorded to it to fulfil its Constitutional mandate. The Committee further extends
its appreciation to the Office of the Auditor- General for the services they offered to the
Committee during the entire period.

[ also extend my appreciation to my fellow Members of the Committee whose contributions and
dedication to duty has enabled the Committee to examine the audit queries and produce this report.

On behalf of the Public Investments Committee on Social Services, Administration and
Agriculture and pursuant to National Assembly Standing Order 199(6), it is my pleasant duty and
honour to present the 10" Report of the Public Investments Committee on Social Services,
Admmlstranon and Agriculture on the examination of the Reports of the Auditor- General on the
atements of Seven (7) State Corpogations.

— oa-/0 o0 £

CHAIRPERSON — PUBLIC INVESTMENTS COMMITTEE ON SOCIAL SERVICES,
ADMINISTRATION AND AGRICULTURE
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2.2 EXECUTIVE SUMMARY

The 10" Report of the Public Investments Committee on Social Services, Administration and
Agriculture contains the Committee examination of Seven (7) State Corporations.

In its examination and scrutiny of the audited financial statements of the various, the Committee
primary approach was to elicit background information as to why particular course of financial
and/or management actions were or were not taken. This was done with the relevant laws in mind
including, the Constitution, the Public Finance Management Act, 2012 and the attendant
Regulations, the Public Audit Act, 2015, the Act, and the Public Procurement & Asset Disposal
Act, 2015.

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 while
undertaking its mandate.

Part two of the report contains the Committee general observations / findings on cross cutting
issues, and its recommendations.

Part three of the report contains reports of the specific, Committee Observations, findings and
finally, Committee Recommendations on the State Corporations.
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1.0 PREFACE
1.1 Establishment and Mandate of the Committee

1

2)

)
i)
i1)
1v)
V)

vi)

The Public Investments Committee is established under the National Assembly Standing
Order (S.0.) 206B and is responsible for the examination of the working of public
investments based on their audited reports and accounts. It is mandated to —

examine the reports and accounts of public investments;
examine the reports, if any, of the Auditor General on public investments; and

Examine, in the context of the autonomy and efficiency of public investments, whether
the affairs of the public investments are being managed in accordance with sound
financial or business principles and prudent commercial practices.

The Committee, in considering the audited accounts of, was guided by the Constitution
of Kenya and the following statutes and regulations in carrying out its mandate;

The Public Finance Management Act, 2012;

The Public Audit Act, 2015;

The Act, 1986;

The Public Procurement and Assets Disposal Act, 2015;
The National Assembly Standing Orders; and

The National Assembly (Powers and Privileges) Act, 2017.



1.2 Committee Membership

»  3) The Committee membership comprises —

S/No Member’s Name Constituency Party

1. Hon. Emmanuel Wangwe, MP CBS— Chairperson | Navakholo ODM

2; Hon. Caleb Amisi Luyai, MP- Vice Chairperson Saboti ODM

£ X Hon. Ferdinand Kevin Wanyonyi, MP Kwanza FORD-K

4, Hon. Martin Peters Owino, MP Ndhiwa ODM

5. Hon. Amb. Benjamin Langat, MP Ainamoi UDA

6. Hon. Nixon Nicholas Ngikor Ngikolong, MP Turkana East Jubilee

7. Hon. (Dr.) Lilian Gogo, MP Rangwe ODM

8. Hon. Fatuma Jehow Abdi MP Wajir ODM

9. Hon. Hassan Ahmed Maalim Banissa UDA

10. Hon Elijah Njore Njoroge Kururia, MP Gatundu North | Independent
. 11. Hon. Caleb Mule Mutiso, MP Machakos MCCP

Town
12. Hon. Bishop Emeritus (Dr.) Jackson Kipkemoi | Nominated UDA
Kosgei, MP

13. Hon. Joshua Kivinda Kimilu, MP Kaiti WDM

14. Hon. Michael Wambugu Wainaina, MP Othaya UDA

15. Hon. Paul Nabuin Ekwom, MP Turkana North | ODM




1.3 Committee Secretariat

4) The following members of the Secretariat facilitated the Committee:

Mr. Aden Abdullahi
Principal Clerk Assistant I-Head of Secretariat

Ms. Purity Macharia Ms. Mercy Kinyua

Clerk Assistant 111 Legal Counsel 11

Mr. Abdimalik Ahmed Mr. Thomas Ogwel

Clerk Assistant 111 Fiscal Analyst I

Ms. Esther Kariuki Mr. Wesley Abugah

Hansard Officer 111 Research Officer 111

Mr. Cosmas Akhonya Ms. Maryan Gabow

Audio Officer Public Communication Officer III
Mr. Stanley Langat Mr James Macharia

Principal Sergeant-At-Arms Senior Media Relations Officer



5)

6)

7)

8)

9)

10)

1.4 Committee Proceedings

In its inquiry into whether the affairs of public investments are managed in accordance with
sound business principles and prudent commercial practices, the Committee received both oral
and written evidence from Chief Executive Officers of various.

To produce this report, the Committee held eleven (11) sittings in which it examined the evidence
adduced by the Accounting Officers of the Seven (7).

The recommendations are found under various sections of the report on each of the examined.

The recommendations on the issues raised by the Auditor General for the various State
Corporations are found under appropriate sections of the report for each of the State Corporations
covered.

These observations and recommendations, if considered and implemented, will enhance
accountability, effectiveness, transparency, efficiency, prudent management, commercial
viability and value for money in State Corporations and the public investments sector as a whole.

2.0 General Committee Observations and Recommendations

Lack of Possession and ownership documents on land and buildings

The Committee observed and noted with concern that, various state corporation namely; National
Youth Service, Communications Authority of Kenya, Child Welfare Society of Kenya, Kenya
Medical Supplies Authority and Agricultural Finance Corporation have various parcels of land
spread across the country. However, ownership documents were missing for various parcels of
lands and others had ownership disputes while others had either been grabbed or encroached into
denying the institutions chances of utilizing the parcels of land.

Committee Recommendations
The Committee recommended that —

a) Within six months upon adoption of this report, the National Assembly Departmental
Committee on Lands should conduct a comprehensive inquiry into the ownership of all
parcels of land owned by Ministries, Departments and Agencies. The objective of the
inquiry is to ensure that all public land vests in the respective government entities with
legal title and possession. In this respect the Departmental Committee shall propose a
Bill for enactment by the National Assembly that provides for;

a) Vesting the custody of all public lands title deeds in the National Treasury.

b) Comprehensive lands register for all public lands that shall always be
maintained at the National Treasury with regular updates when necessary.

c) Protective clauses under the Act and a national anti-corruption framework to
enhance safeguards against encroachment on public land.
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b) The National Treasury through the National Assembly shall allocate adequate budget for
the Departmental Committee on lands, the Ministry of Lands, Public Works, Housing and
Urban Development and the National Land Commission to facilitate the inquiry,
compensation and issuance of title deeds.

¢) Within three (3) months of adoption of this report, the Accounting Officers of all MDAs
should develop and implement a Land Management and Security Framework designed to
prevent future encroachments. This framework should include measures such as
perimeter demarcation, structured monitoring mechanisms, and periodic reporting to the
Board and oversight institutions.

d) Within three (3) upon adoption of this report, the Accounting Officers for the respective
State Corporations should liaise with the Principal Secretaries for the respective State
Departments in the line Ministries and the National Land Commission to fast-track the
process of acquiring title deeds to resolve ownership disputes and ensure legal actions are
taken against private individuals who have illegally acquired public land.

e) Within three months upon the adoption of this report, the inspector general for the
inspectorate of State corporations and the Attorney General should compile a report of
all the public lands in respect of MDAs with ownership disputes and submit to the
National Assembly to be used as a basis of initiating inquiries on ownership status of the
public lands and repossession where applicable. Also put caveats on all the parcels of
land owned by various MDAs.

Delay in availing documents to the Auditor-General

11) The Committee observed that some Accounting Officers did not avail complete and reconciled
financial and accounting records/documentation in time for audit review and verification during
the audit exercise leading to unnecessary queries. This is contrary to the provisions of Article
226 of the Constitution and Section 68(2) of the PFM Act 2012 which requires that the financial
and accounting records are presented within three (3) months after the close of the financial year.
Section 62 of the public Audit Act of 2015 obligates Accounting Officers to provide required
documents for audit failure to which they be sanctioned.

Committee Recommendations
The Committee recommended that —

i) Accounting Officers should always comply with the provisions of Section 68(2) of the Public
Finance Management Act of 2012 by submitting all the required information for audit within
the stipulated timelines.

i1) The Accounting Officer who fails to provide required information for audit pursuant to 62(1)
of the Public Audit Act, CAP 412B should be prosecuted for the offence pursuant to Section
62(2) of the Public Audit Act CAP 412B.



Long outstanding receivables

12) The Committee noted that some State Corporations experienced challenges in recovering their

13)

14)

outstanding debts. This was also coupled with lack of collection or recovery mechanisms, lack
of effective debt management policies, poor recording systems and co-ordination between the
debtors and the recipient entities.

Committee Recommendations
The Committee recommended that —

i) The Accounting Officers should ensure that there are proper and robust debt collection
mechanisms, effective debt management policies and proper systems for recording the
debts.

ii) Within three months upon adoption of this report all the entities with outstanding
receivables should initiate recoveries within the statutory provisions and identify any such
debts that would be deemed irrecoverable, justification for the cause, prepare a report on
the same, have it approved internally by the Board and forwarded to the National Treasury
for approval of the write-offs. A copy of such reports should be submitted to the National
Treasury and the Auditor-General for review.

Long outstanding payables.

The Committee noted that although the PFM Act CAP 412A provides that any pending bills from
the first charge in the subsequent financial year budget, some State Corporations experienced
challenges in paying their outstanding debts. This was occasioned by poor budgetary controls
and a lack of proper documentation to support the payables.

Committee Recommendations
The Committee recommended that —

Within three months upon adoption of this report, all the entities with outstanding payables
should prepare a report detailing how the payables arose, reasons for non-payment, measures
taken to repay.

Non- Compliance with the One Third of Basic Salary Rule.

The Committee noted with concern that employees of various State Corporations received a net
salary of less than one third of the basic salary contrary to the provisions of Section 19 (3) of the
employment Act, 2007 which requires that deductions made by an employer from the wages of
his employee at any one time shall not exceed two thirds of such wages.

Committee Recommendations
The Committee recommended that —

The Committee recommends that within three months upon adoption of this report, the
Accounting Officers should submit to the National Assembly documented measures undertaken



15)

16)

17)

18)

to strengthen payroll controls through automated payroll validation checks designed to flag any
salary processing that violates the one-third rule prior to disbursement.

EXAMINATION OF THE REPORT OF THE AUDITOR GENERAL ON THE AUDITED
ACCOUNTS OF NATIONAL YOUTH SERVICE FOR THE FINANCIAL YEARS
2019/2020 -2024/2025

Mr. James Tembur MBS, Commandant General of the National Youth Service was
accompanied by Mr. Francis Ndegwa, Director Finance and Mr. Elias Macharia,
Accountant appeared before the Committee to adduce evidence on the Audited Accounts
of (NYS) for the Financial Year 2019/2020 - 2024/2025.

FINANCIAL YEAR 2019/2020
1.0 Inaccuracies in Cash and Cash Equivalents

The Committee heard that the statement of financial position and as disclosed in Note to the
Financial statements reflects a balance of Ksh.3,425,066,950 in respect of cash and cash
equivalents as at  30th June, 2020. Analysis revealed the following unsatisfactory matters:

1.1 Unconfirmed Reconciling Items in the Development Bank Account

Note 10 to the financial statements reflects a balance of Ksh.311,286,195 in the development
account. However, examination of the respective bank reconciliation statements revealed
receipts in cashbook not yet recorded in bank statement amount of Ksh.10,340,331 whose dates
of clearance in bank could not be confirmed as the bank statements or bank reconciliation
statements for the month of July, 2020 were not provided for audit.

Management response

The Management informed the Committee that that reconciliation for the month of June was
done and was well reconciled. However, the uncleared item highlighted of Ksh.10,340,331 was
cleared in the following month on 3rd July,2020.

The reconciliation and the bank statement for month of July, 2020 has been provided for audit
review

Committee Observation

The Committee observed that the management failed to provide the required documentation on
reconciliation of Cash and Cash Equivalents on time contrary to Section 62(1) of the Public Audit
Act, 2015, CAP 412B which stipulates that no person shall, without justification, fail to provide
information within a reasonable time when required under the Act.



