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This Report contains:

Implementation Status on the Public Accounts Committee Recommendations on the Accounts

of the National Government of Kenya for the Financial Year 2021/2022, as adopted by the
National Assembly on 15" April 2025.



IMPLEMENTATION STATUS ON PAC RECOMMENDATIONS FY 2021/2022
1. EXECUTIVE SUMMARY

1.0 Introduction

Section 38 (1) (f) of the Public Finance Management (PFM) Act 2012 requires the Cabinet
Secretary to The National Treasury submit to the National Assembly a statement specifying
the measures taken by the National Government to implement any recommendation made
by the National Assembly with respect to the budget for the previous financial year or years.
The National Treasury received the National Assembly’s recommendations on the accounts of
financial year 2021/2022 and thereafter requested Accounting Officers for Ministries,
Departments and Agencies (MDAs) to implement recommendations made and submit actions
taken within three months as required by the PFM Act 2012. This report contains general
observations and responses received from the Accounting Officers on implementation status
of National Assembly’s recommendations on the accounts of national government for fiscal
year 2021/2022.

1.1 General Observations

1.1.1 Budgetary Control and Performance

Budget execution involves several aspects of planning, resource mobilization, procurement,
accounting and reporting. The National Treasury expectation is that budget targets would be
achieved within the financial year as planned. However, expenditure and revenue targets
may be affected by unforeseen circumstances which affect budget absorption and funding of
activities.

To help alleviate budget under absorption, the government has put in place measures to
facilitate timely implementation of programmes and projects while facilitating monitoring
and feedback on government programmes and projects within the fiscal year for timely
remedial actions. In addition, the Government has also put in place effective cash
management through automation of public finance management processes such as revenue
collection, procurement planning and payment systems including integrated financial
management information systems, internet banking among others to curb budget under-
absorption in the national government. The National Treasury has diligently pursued
principles of public finance as enshrined in the Constitution under Chapter 12, the Public
Finance Management Act, 2012, the Public Procurement and Assets Disposal Act, 2015 and
other enabling laws and regulations.

1.1.2 Poor Accounting and Late Submission of Supporting Documentation

The National Treasury has been guiding Accounting Officers on the prudent use of public
resources through a transparent, open and accountable manner. In this regard, The National
Treasury has consistently reminded Accounting Officers of their responsibility to ensure
expenditure control and management in accordance with Article 225 of the Constitution and
the provision section 62 of the Public Audit Act 2015.

In addition, the National Treasury has continued to build capacity of the public finance
management professionals on annual basis particularly on financial accounting and reporting
at both levels of government as envisaged under the Constitution.
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Further, the National Treasury in collaboration with other governance institutions facilitate
Ministries, State Departments and Agencies to participate in FiRe Awards and recognizes the
MDAs with unqualified audit reports. Letters of commendations for good financial reporting and
management are issued to Accounting Officers with exemplary performance.

1.1.3 Long Outstanding Construction Works/Stalled Projects

The Public Finance Management Act, 2012 under Section 37 and its attendant Regulations,
2015 have put in place a robust framework for submission of budget estimates. Accounting
Officers are urged to ensure compliance with the Public Finance Management Act, 2012 & its
Regulations to avoid stalled projects and to revote as a priority all long outstanding
construction works. The National Treasury circulars has guided Accounting Officers on
management of projects including funding of construction works.

1.1.4 Pending Bills

The Government is committed to give expeditious resolution of the pending bills menace in
the national Government. In order to deal with the long-term pending bills, the National
Treasury established Pending Bills Verification Committee (PBVC) vide Gazette Notice No.
13355 of 29" September,2023. The mandate of PBVC being to scrutinize and analyze the
existing National Government pending bills that have accumulated between June 2005 and
June 2022 and make recommendations to the Government on settlement of the verified bills.
Previously, the Government has been paying genuine pending bills and has put in place
stringent measures for settlement of its obligations in a timely manner.

Pending bills at the close of a financial year should form the first charge in the subsequent
year’s budgetary provisions to ensure prompt payments of suppliers in accordance with
prevailing National Treasury Circulars and guidelines. The National Treasury has issued a
circular on the prioritization of payment of pending bills and quarterly reports are prepared
and submitted to Parliament.

1.1.5 Dual Implementation of Projects between National and County Government

Regulations 72 of the Public Finance Management (National Government) Regulations, 2015
prescribes the administration of Grants. All grants and donations ought to be appropriated by
the National Assembly before disbursements. Schedule 2 in Kenyan finance agreements,
usually details the project description, implementation arrangements, outlining funds usage,
fiduciary rules, environmental/social systems, and loan repayment terms. It specifies dates,
percentages, amounts, and what the funds are used for, ensuring transparency in how
development funds are managed.

According to the Public Finance Management (PFM) framework, the Accounting
Officer (typically the Principal Secretary) of the line Ministry/State Department remains
ultimately responsible for project funds sent to counties, but the County Accounting
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Officer (County Executive Member for Finance) manages receipt and use, with detailed
reporting duties falling on both, ensuring financial discipline and oversight for devolved funds.

The National Accounting Officer (Line Ministry/State Dept) has the overall responsibility for
managing and reporting on intergovernmental transfers (project funds) to counties and
prepares annual reports on these transfers and ensures compliance with PFM laws. Can
delegate functions but retains overall accountability. The County Accounting Officer (County
Finance (CEC) manages the received funds as conditional grants within county budgets. Ensures
alignment with county development plans and prepares work plans. The CEC is responsible for
managing the funds and reporting on their utilization at the county level, as per PFM
regulations.

Further, the National Treasury provides guidelines, while the Controller of Budget authorizes
withdrawals and ensures funds are used as intended. The reporting process of these funds are
that the line ministries send funds as conditional grants. Counties use them for specific projects,
with work plans aligned to development goals.

Essentially, it's a shared responsibility, but the line ministry's Accounting Officer initiates and
oversees the transfer, while the county's Accounting Officer handles implementation and local-
level reporting, all under the PFM Act.

1.1.6 Accrual vs Cash Basis Accounting

On 7™ March 2024, the Cabinet approved the transition from a cash basis to an accrual basis of
accounting for all National and County Governments and their respective entities. Following the
approval by Cabinet , the National Treasury and PSASB prescribed as follows:-

a) The National and County Governments and their respective entities shall apply IPSAS
Accrual based standards with effect from 1°t July,2024;

b) PSASB has provided financial reporting templates to enable effected entities to comply
with IPSAS accrual basis of accounting;

c) The National Treasury and PSASB has issued guidelines on the transition arrangements
including accounting and measurement for assets and liabilities and the revised
Standard Chart of Accounts (SCOA); and,

d) The said entities transitioning from cash accrual basis of accounting will have three (3)
years to fully comply with all accrual basis of accounting in line with IPSAS 33: First Time
Adoption of IPSAS. Consequently, financial statements for the period ending 30" June,
2027 should be fully compliant with IPSAS Accrual basis of accounting as issued by
IPSASB.
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1.1.7 Non-existence or Weak Internal Audit Functions

Audit Committees are mandatory for all entities, established under the Public Finance
Management (PFM) Act, 2012 Section 73(5) and the PFM Regulations, 2015 (Legal Notices 34
& 35 for National & County Govt.), supported by guidelines from the PSASB and the Internal
Auditor General. These committees provide independent oversight, supporting management
in risk, control, and governance, ensuring compliance, financial reporting quality, and
effective internal audits, with specific mandates and composition guided by these regulations
and official guidelines for best practices.

The Guidelines in the Gazette Notice No. 2691 of 15" April, 2016 on Audit Committees in the
National Government are very clear on the appointing authority who is the Cabinet Secretary of
the Ministry. Officers (Internal Auditors) from the Department are deployed to MDAs and Sub
County Treasuries and work on behalf of the Internal Auditor General. However, their day-to-
day operations they report functionally to the Audit Committees and administratively to the
respective Accounting Officers where they are deployed.

The Internal Audit Department in the MDAs ought to have a budget line and not rely on the
respective Accounting Officers to provide resources for the Department to perform their work
which may lead to impairment of their independence. Therefore, the National Treasury
proposal to the National Assembly is that the Accounting Officers create a budget line for all
audit Departments in the MDA:s.

1.1.8 Interest and Commitment Fees Charged on Undrawn Loans

Section 49 Public Finance Management (PFM) Act, 2012), outlines the restrictions, and
obligations for national government debt, ensuring fiscal discipline and transparency.

Various PFM Regulations like those for County Governments or specific funds detail application,
administration, and repayment, though interest rates are fund-specific, not blanket Treasury
rules. Budget Circulars issued by the Cabinet Secretary, provide broad guidelines on budget
processes, influencing how loan funds are managed and utilized.

Donor project appraisal is regulated by a framework including the PFM Act 2012, Public
Investment  Management (PIM)  Guidelines (2019/2022), and County-specific Donor
Coordination Policies, emphasizing alignment with national/county priorities, value for money,
and robust monitoring. Key regulations mandate proper recording, systematic appraisal
(concept notes, feasibility studies), and integration into national/county planning through
bodies like the National Treasury and Planning Departments, ensuring transparency and
accountability for donor funds.

Further, finance agreements primarily focus on grant-based funding, meaning interest/fees are
minimal or absent for the recipient, but clear clauses detail fund utilization (work plans,
budgets), reporting, accountability, and repayment terms for any loans or service charges and
commitment fees. Key requirements involve aligning with Kenya's Public Finance Management
(PFM) Act, 2012, the Public Private Partnerships (PPP) Act, 2021, the National Treasury
guidelines, and specific donor rules, ensuring transparency, sustainability, and proper use of
funds for project goals, not administrative overhead beyond agreed limits.

The National Treasury shall in addition ensure implementing MDAs comply with the



