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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE
Reports and Financial Statements
For the year ended June 30, 2019

I. KEY ENTITY INFORMATION AND MANAGEMENT
a) Background information

e The Mandate and Core Functions
State Law Office and Department of Justice (SLO & DOJ) mandate is derived from Article 156 of
The Constitution of Kenya, 2010, The Office of the Attorney General Act, 2012 and Executive
Order No. 1 of 2018. The Attorney General is the head of State Law Office and Department of
Justice. He is the principal legal advisor to the Government, the guardian of the Rule of Law,
defender of the public interest, responsible for representing the national Government in court or any
other legal proceedings to which the national Government is a party (other than criminal
proceedings) and also responsible for performing any other functions conferred to the Office by an

Act of Parliament or by the President.

The Office of the Attorney General is responsible for the promotion of human rights and
implementation of the Constitution, access to justice including through promotion of legal aid, good
governance, anti—corruption strategies, ethics and integrity, legal education and law reform, among
others. The Attorney General’s Office provides direction on policy, coordination and oversight with
regard to various legal sector institutions and therefore has a broader cross-cutting mandate to

support the strengthening of legal sector institutions.

In Summary, therefore, derived from the Constitution of Kenya 2010, the Office of the Attorney
General Act 2012 and Executive Order No. 1 of 2018, SLO&DOJ is mandated to promote the rule
of law and public participation; support Government’s investment in socio-economic development;
promote transparency, accountability, ethics and integrity; spearhead policy, legal and institutional
reforms; promote economic governance and empowerment; promotion, fulfilment and protection
of human rights; undertake administrative management; capacity building; and enhance access to
justice.

e Vision
“To be the best institution in the region in provision of public legal services and promotion of
good governance”

e Mission
“To facilitate realization of good governance and respect for the rule of law through provision
of public legal services, protection and promotion of human rights and upholding of ethics and
integrity”

e Core Values
i.  Integrity: The Office is committed to acting in an honest and transparent manner.
ii.  Professionalism: SLO & DOJ is fully committed to tap its’ rich and multi-skilled human

resource base to achieve its Mandate
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iii. ~Teamwork and Respect for Diversity: Involvement of employees’ at all levels of our
operations shall be our hallmark.
iv.  Partnership: SLO & DOJ is committed to building corporate ideals to enhance linkages
V. Courtesy: The Office undertakes to respect all our stakeholders as a guiding principle
vi.  Quality Service Delivery: always, SLO & DOJ will ensure delivery of quality services in
a timely manner.
vii.  Equity and Fairness: The Office undertakes to recognize and promote the rights of, and be
impartial to all stakeholders, and serve all without discrimination.
viii.  Efficiency and Effectiveness: The Office is committed to rationalizing operational costs
while meeting the highest standards in our service delivery to all stakeholders.

e The Strategic objectives
SLO&DOJ draws its strategic objectives from its main programmes as follows:

Programme 1: Legal Services

To promote Rule of Law, access to justice, good governance and provision of
quality legal service for all.

Programme 2: Governance Legal, Training and Constitutional Affairs
To ensure effective operationalization of the Constitution, policy development,
provision and regulation of legal education

Programme 3: General Administration, Planning and Support Services
To provide quality, efficient and effective services

b) Key Management

The Attorney General - Hon. Justice (Rtd) Paul Kihara Kariuki
The Solicitor General - Kennedy Ogeto, CBS

¢) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June,

2019 and who had direct fiduciary responsibility were:

No. Designation Name

1. Accounting Officer Mz, Kennedy Ogsto

2 Secretary Administration Dol A ol

3. Chief Finance Officer Mz, Pl bastrids

4 Principal Accounts Mr. Elijah Kabiru Gathuthi
) Controller
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d) Fiduciary Oversight Arrangements

e Audit and finance committee activities
The State Law Office and Department of Justice is in the process of establishing an Audit
Committee which will be reviewing the Financial Statements in future.

e Parliamentary committee activities
The Budget Committee of the National Assembly examines Financial Statements submitted to the
National Assembly under Part III of the Public Finance Management Act (Revised 2016).

e Internal Audit
The State Law Office and Department of Justice has an Internal Audit Department which is fully
functional. It is involved in review of the day-to-day review of operations. It also checks to
establish the internal control weakness and recommend corrective action.

e Technical Working Group Review of the Strategic Plan

e The Inter-Agency Working Group to Review the Draft Sexual Offences Policy and Sexual
Offences Act :

e Ministerial Performance Management Committee

e The Retirees Committee Welfare

e Ministerial Human Resource Management Advisory Committee -

e Wellness Committee

¢ Budget Implementation Committee

e [SO Commitee
e The Records Management Committee
e Records Management Committee

e) Entity Headquarters
P.O. Box 40112
Sheria House
Harambee Avenue
Nairobi, KENYA
f) Entity Contacts

Telephone: (254) 020 2227461
E-mail: info.statelawoffice@kenya.go.ke
Website: www.go.ke

g) Entity Bankers

1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

2 Kenya Commercial Bank
Branch: Moi Avenue
Account No.: 1123414246
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h) Independent Auditors

Auditor-General

Office of The Auditor- General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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II. FORWARD BY THE HONORABLE ATTORNEY GENERAL

The mandate of State Law Office and Department of Justice (SLO & DOJ) is derived from Article
156 of The Constitution of Kenya, 2010, The Office of the Attorney General Act, 2012 and
Executive Order No. 1 of 2018. The office has undertaken various activities and made tremendous
achievement in the last one year despite low budget provision to undertake it mandate. The
achievements under the three budgeted programmes implemented by the office were managed
through departmental responsibilities with clear strategic objectives and expected outputs. There
have also been various emerging issues and challenges that called for change of tact to ensure
success in our undertaking. We have been operating with a lean budget of Kes. 4.7 Billion where
we managed to execute Kes. 4.3 Billion being an absorption rate of more 92% of the budget. We
have devised the way forward to ensure greater success in our mandates and achieve higher budget

absorption rate. The details of these issues can be demonstrated by the following sections.

DETAIL OF KEY ACHIEVEMENTS

P.1 Legal Services Programme
Under the Civil Litigation Department contracted to conclude 1,000 cases filed against the

Government. The Department concluded 1,570 cases representing an achievement score of 157%.
As a result, several cases against the government with claims in the Billions were successfully
defended. Because of the successful defence of the claims, the government saved Kshs.34.7 Billion
arising from dismissed cases and the reduction of compensatory damages sought by Claimants. The
Department has enabled several government projects under the Big Four Agenda by successfully

defending applications for stay and conservatory orders of the projects and the applicable laws.

The Assets Recovery Agency successfully identified traced, seized and recovered proceeds of
crime pursuant to its mandate under the Proceeds of Crime and Anti Money Laundering Act, 2016
(POCAMLA). The Agency initiated investigations and successfully identified traced, seized,
preserved and forfeited assets worth Kshs.3.5 billion from proceeds of crime. The Agency prepared
intelligence reports and received 72 cases from the Financial Reporting Centre and the Directorate
of Criminal Investigations to pursue proceeds of crime. Out of the intelligence reports received the
Agency filed 300 cases for search and seizure warrants before the Magistrates’ Courts. Further 77
cases were filed at the High Court for preservation and forfeiture of proceeds arising from high
profile cases such as NYS Il Kenya Pipeline Corporation, Kenya Power, NHIF, KEBS among
others. The Agency managed all seized assets including motor vehicles, land parcels, bank
accounts, houses and other properties in collaboration with relevant stakeholders and partner Law

Enforcement agencies.
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The Advocates Complaints Commission conducted and facilitated ADR sessions in 13 Counties;
270 disputes were subjected to ADR mechanism out of which 127 were amicably settled and more
than Kes.39 million was realized by complainants; 20 advocates were suspended whereas 6 were
struck off the Roll of Advocates having filed Charges at the Disciplinary Tribunal within 3 days of
completion of investigations against the set target of 4 4days. To enhance Investigations, collection
of evidence was done in 6 Counties (Kajiado, Mombasa, Garissa, Uasin Gishu, Kisumu and
Kakamega) thereby reducing the number of days taken to conduct preliminary investigations from
100 days to 90 days. The ACC managed to digitize 5343 complaint files thus enhancing efficiency

in record management. During the year 1,185 complaints were resolved and files closed.

The International Law Division During the FY 2018/2019, the International Law Department
reviewed and vetted 970 bilateral, regional and international Memoranda and Agreements
submitted by Ministries, Departments and Agencies within 6 working days, defended the Republic
of Kenya in 5 Internationel arbitration and litigation matters, provided legal advice in 112 regional
and international meetings and provided legal advice in matters on Judicial cooperation and

international criminal justice within 6 working days of receipt of all information and documentation.

The Legal Advisory and Research Division, issued 924 legal opinions to the relevant MDAs and
40 legal opinions were issued to the County Governments within seven (7) days. We conducted
research on E-learning and digitization of library activities from the date of receipt of the required
documentation. We reviewed the Law of Contract, Cap 23 Laws of Kenya as well as the Sexual
Offences Policy and the Sexual Offenses Act, No. 3 of 2006. The Division continuously issues
legal advisories to MDAs on matters related to the Big Four Agenda, in projects such as the Early
Oil Pilot Scheme (EOPS), International Arbitration, Maritime Law, Trade and Investment, Sea Bed
Mining etc. The Division reviewed the response time for issuance of legal advisories from three (3)
days to seven (7) days due to its expanded mandate arising from the promulgation of the new
Constitution, complexity of the tasks, high work volumes and time required for research particularly
in the specialized emerging areas of the law such as Oil and Gas Law, De-limitation of International
Maritime Boundaries, Joint Development Zones Framework, the Blue Economy and Public Private

Partnerships.

The Government Transactions Division is an enabler of the Big Four Agenda and the Vision 2030
Flagship projects. The Division vetted procurement contracts of MDAs and State Corporations and
provided timely legal advice and opinions on commercial transactions to MDAs and State
Corporations. The Division undertook legal due diligence on some of the contractors engaged in

major infrastructure projects in the country. The Division negotiated, vetted and interpreted bilateral
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and multilateral finance agreements for and on behalf of MDAs and State Corporations to finance
infrastructure projects and participated in loan and grant negotiations between the Government and
Development Partners. The Division engaged stakeholders on emerging issues such as review of
the Government Contracts Act. The commercial matters include infrastructural projects such as

roads, ports, health, pipelines, railways (SGR), energy, ICT, among others.

The Legislative Drafting Department under the Big 4 Agenda drafted 1 Bill and 6 pieces of
subsidiary legislation; attended to passage of the Statute law (Miscellaneous Amendments) Bill
2018 and the Health Laws (Amendment) Bill 2018 through which amendments were made to 53
Acts and 11 Acts respectively. It drafted 10 Bills to harmonise existing laws with the Constitution;
Drafted 13 other prioritized Bills; Finalized 445 pieces of subsidiary legislation and Facilitated the
publication of 209 pieces of subsidiary legislation, 24 Bills and 9 Acts.

The Public Trustee Division held inter-agency collaboration meetingé and sensitized ex officio
agents on their powers and legal obligations under the amended Pub.lic Trustee Act in 32 sub-
counties, namely. The office further inspected 12 Public Trustee regional offices for quality
assurance and compliance with the Public Trustee Act and the Law of Succession Act and the
Trustee Act. Following the review of the Public Trustee Act, the Office embarked on a Rapid Result
Initiative (RRI) resulting to enhancement of revenue collection from 68Million to 76Million. In the
FY 2018/2019, the Public Trustee enhanced access to justice by reducing the time taken to draw
final distribution accounts of estates. A total of 5225 files were finalized at an average of 15 days

thereby transmitting assets in these estates to beneficiaries.

Under the Registrar General, Marriages division inspected and sensitized 8 regional and 26 county
offices in compliance with the Marriage Act, 2014. The inspection and sensitization were necessary
to increase access to marriage services in the counties and to ensure compliance with the Marriage
Act, 2014. In the same year, the Registrar of Marriages sensitized two (2) Kenyan missions in South
Africa and Germany with a view of enhancing capacity building. Some 4,452 civil marriages were
performed in the Nairobi office and 7,755 church marriages were approved. Further, 1,350 ministers
of faith were licensed. The review of the Societies Act was finalized culminating into a draft
Association Bill, 2019. The Coat of Arms division commenced review of the College of Arms Act,
Cap 98 resulting in a layman’s draft, Heraldry Bill, 2019. The review of the College of Arms Act

is essential to realign Kenya’s laws with international best practices.

Under Business Registration Services, the World Bank Report, Doing Business 2019, ranks Kenya
at position 7 among the 10 most improved economies in the Doing Business Index, a strong

statement of confidence by the world about Kenya’s economic outlook. Kenya has been ranked

9
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position 61 globally, up from position 80 in 2018 and now strives to improve her ranking to position
50 by the year 2020. Additionally, automation services were enhanced leading to increased revenue
collection from Kshs.717,844,971 in FY 2017/18 to Kshs.795,364,520 in FY2018/2019. So far
approximately 80% of the processes at BRS are on a digital platform thus enabling the delivery of
services to the public at the comfort of their offices or homes. The Companies Registry has also
been involved in providing the timely and accurate information to the various agencies to assist in

investigations being carried out in the fight against corruption.

KECOBO completed the development and testing of its Enterprise Resource Program (ERP). The
ERP is expected to enhance service delivery to KECOBO’s customers and increase the number of
registrations KECOBO undertakes through its online registration module. The outreach program
created awareness on copyright and related rights to 700 individuals from Universities, publics,
artists and other organizatiéns. A total of 1,072 policemen were trained on copyright and related
rights in 26 police Stations during the period. The inspectorate team investigated ard filed 41 cases,
with 5 being finalized. KECOBO in collaboration with Kenya Film Classification Board (KFCB)
trained 63 CMO senior managers and Board of Directors. In June 2019, KECOBO hosted three
continental meetings on copyright and related rights, in Nairobi with a total of 300 delegates in

conjunction with the World Intellectual Property Organization (WIPO).

P.2 Governance, Legal training and Constitutional affairs programme,

Directorate of Legal Affairs developed a draft False Claims Bill, facilitated the development of
the Bribery Act Guidelines / Regulations, coordinated Kenya’s 2nd Cycle review on the
implementation of Chapters II (Preventive Measures) and Chapter V (Asset Recovery) and
disseminated the outcome of Kenya’s 2nd Cycle review on UNCAC. Under Human Rights, 3rd
Cycle Report on the Universal Periodic Review, the draft periodic Report on the International
Covenant on Economic, Social and Cultural Rights and the draft National Action Plan on business
and human rights were finalized. Report on the recommendations of the Task force on the Review
of the Mandatory Death Penalty was also finalized and submitted to the Chief Justice in December
2018.

The National Legal Aid Service (NLAS) offered legal aid services to 175,294 indigent persons.
Approximately 160,000 indigent persons were reached through radio, during the legal awareness
week. A total of 1,600 mediations were done and 6 open legal aid awareness clinics conducted in
Nairobi, Nakuru, Eldoret, Kisumu and Mombasa. To facilitate the implementation of the Legal Aid
Act, 2016, the office developedand validated the Accreditation and Eligibility Regulations

2019, a Code of Conduct for accredited legal aid providers. To enhance coordination and

10
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collaboration of legal aid networks in the East African regional, NLAS hosted the first East Africa
Legal Aid Network in November 2018. The office commenced a baseline assessment of legal aid

needs for 12 targeted counties.

Under National Anti-Corruption Campaign Steering Committee, two (2) new CACCOCs were
established and operationalized in Nyandarua and Machakos Counties and twelve (12) CACCOCs
were reconstituted in Kiambu, Meru, Garissa, Mombasa, Marsabit, Migori, Kisii, Kakamega,
Trans-Nzoia, Makueni, Kilifi and Nandi counties. A total of 160 social audits and open reporting
fora were held on corruption in publicly funded projects and programmes reaching total of 8,478
key beneficiaries. High level policy meetings with Governors and County Commissioners were
held in 16 counties. Sixty-one (61) anti-corruption programmes on types of corruption, forms,
manifestation, and actions one can take against corruption were produced and disseminated through
5 radio stations namely; Radio Maisha, Bibilia Husema F.M, Kass FM, Meru FM and Nosim FM

reaching an average 18.6 million listeners countrywide weekly.

Under the Victim Protection Board, the office developed the Victim Rights Charter, the Victim
Protection (General) Regulations, 2018, the Victim Protection Trust Fund Regulations, 2018 and
reviewed the Victim Protection Act, 2014.

Through the Kenya Law Reform Commission (KLRC), the office provided legal technical
assistance to MDAs and county governments. KLRC reviewed 22 laws relating to the ‘Big Four’
agenda and implementation of the Constitution and additionally enhanced legislative and law

reform knowledge in 15 counties.

In 2018, the Auctioneers Licensing Board vide Executive Order Number 1 of 2018 was moved
from the Judiciary to SLO&DOJ. Under the Board, the office carried out countrywide inspections
covering 80% of licensed Auctioneers in Nairobi, Mount Kenya and Lower Eastern; Coast; Rift

valley, Nyanza and Western regions.

In 2018, the National Council for Law Reporting vide Executive Order Number 1 of 2018 was
moved from the Judiciary to SLO&DOJ. The Council published and printed 1,000 copies of the
Grey Book 2014 and 9,250 copies of specialized publications and digests on various legal thematic
areas. The Council also published and printed 1,000 copies each of service issues for public Finance
Laws Volume, Commercial Laws Volume and Land laws Volume service issues and 2,000 copies
of the Grey Book service issues. Further, the Council revised and updated 85 % of all legislation
received on its website www.kenyalaw.org. This included 121 Legal Notices, 33 Acts, 5 omitted

Acts, 2 repealed Acts, 6 Amendment Acts and 86 Bills. The Council collected, processed and

11
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disseminated on the Kenya law website (case law database) 100% of the collected i.e. 20,290
Jjudicial decisions from the superior courts of record and 41 judicial decisions from Tribunals. The
Council Prepared and submitted 4 reports to the State Law Office and the Kenya Law Reform
Commission on the laws that require reform, and 4 reports on divergences in judicial reasoning to

the Judiciary.

Kenya School of Law trained a total of 1,797 students of which 1,635 were trained under

Advocates Training Programme while 162 were trained in para-legal studies.

Council of Legal Education Conducted 6 Quality Audits and 5 Inspections; Gazetted 1,421
candidates for admission to the roll of advocates; examined 5,572 candidates for the Bar

Examination and operationalized the Bar Examination Loan Scheme.

P.3 General Administration, Planning and Support services,

Nairobi Centre for International Arbitration (NCIA), registered and concluded 25 commercial
disputes with a total value of Kshs 2.2 Billion. The Office also identified key global and regional
strategic partnerships and negotiated for two Memoranda of Understanding in the thematic areas
for collaboration. Further, the Office developed national ADR policy and carried out research on
13 emerging areas and trends in ADR and organized East African region Moot competition attended

by 60 participants from 18 universities.

The Administration also provided internship/ industrial attachment/ apprenticeship to 153

applicants representing 14% of the total in-post of staff strength of 850.

LIST OF EMERGING ISSUES

a. Demand for legal services
In implementing the Big Four Agenda, SLO & DOIJ will be required to vet all contracts and

agreements to ensure they are legally compliant and in conjunction with MDAs negotiate various
financing agreements to enable the implementation of the Big Four and render legal opinions to
MDA’s and all implementers of Big Four Agenda. The SLO & DOJ has experienced an increase in
number of litigation against the government post 2010 constitution with huge monetary claims
against the MDAs which has now increased the demand for legal services to defend the government
policies, programs, actions and laws. These cases will have increased with the implementation of
the Big Four agenda both in various courts across the country, Tribunals and cross border litigation.
Over the years there has been high turnover of legal staff to other sectors hence there is need to
recruit more state counsel for the SLO & DOJ to fulfil the intended mandate and achieving the Big

Four agenda.

12
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b.  Cross border legal practice

The lack of a harmonized accreditation criterion within the regulatory bodies for legal education
in the East African Community Partner States, and the difficulties occasioned by the different legal
systems in the region has hampered cross border legal practice. Kenya requires to negotiate a

framework for legal practitioners to operate across other regional jurisdictions.

c¢. Inadequate Legal Framework

There are new and emerging issues for which there is no legal framework and therefore a lack of
precedent to guide the courts. These include extractive industry, nuclear energy, air space, blue
economy, recovery of non-monetary assets from proceeds of crime. There is need for legal training
in these in these emerging areas so that they can provide technical expertise when required as

opposed to engaging private expertise.

d. Representation in Regional and International Courts, Commissions and Tribunals

There is an increase in the number of disputes being referred fo the regional and international
bodies which requires legal support and advice from the SLO&DOJ. These cases have huge
monetary implications to Government hence the need to build the capacity of state counsel to

represent the country.

e. Ease of doing business

SLO&DOJ will review legislation to further improve the ease of doing business ranking
specifically in starting a business, getting credit, Protection of Minority investors and resolving
insolvency. This will ultimately attract more investors. The funds will also aid in ensuring that all

the processes are digitized to help in better service delivery and improved revenue collection.

BRS will delink from the OAG & DOIJ to ensure that the Service is fully operationalized. This
will ensure that departments as envisioned by SCAC start operating fully making the Services

rendered by the Service efficient, this will intern boost the revenue.

f. Corruption
The Country continues to face challenges in the fight against corruption. The greatest challenges
relate to high levels of corruption awareness which do not translate into behavioral change towards
corruption. The growing public apathy perpetuates inadequate public support in the fight against
corruption arising from a deeply rooted culture of corruption coupled with the ever-changing nature
of corruption limits the impact of the campaign and may affect the implementation of the Big Four

Agenda.

13
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g.

Law reporting on specialized areas

The practice of law is increasingly becoming specialized as the legal environment continues to

develop and expand and there is a need to provide public legal information that is specific to the

various practice areas. SLO&DQOIJ seeks to enhance the reporting of judicial decisions into

specialized practice areas. This will aid in enhancing the access to specialized judicial decisions

and will enable the knowledge and practice of the law.

THE IMPLEMENTATION CHALLENGES

The progress achieved in implementation of SLO&DOJ's programmes and other activities in the

review period was notably positive. However, various challenges and constraints were experienced

during implementation, such as:

>

YV V V V V

Y VY

Increased work load for state counsel arising from an expansion of jurisdiction and
additional courts.

Employment freeze has created human capacity gaps and therefore affecting efficiency and
service delivery particularly the SAGAs e.g. NLAS, KECOBO, BRS, KLRC and NCLR.
Inadequate funds for training of State Counsel/Lawyers in emerging specialized areas of
Law.

Inability to attract and retain qualified staff due to lack of harmonized terms of services
within the law and justice sector.

Lack of trained legal clerks.

Lack of a modern functional legal resource centre to facilitate research.

Limited automation of services hampers operations in key departments.

Inadequate transport facilities for officers to travel to courts spread in vast counties.
Inadequate office space, non-conducive working environment and high cost on rent and
leases.

Slow pace of decentralization due to inadequate budgetary provision.

Compliance challenges for donor supported programmes resulting in non-conformity with
the PFM Act 2012.

Insufficient hosting resources for the system causing unreliable access to the system
Inadequate public awareness and sensitization on the legal and process reforms related to

business registration service.

14
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RECOMMENDED WAY FORWARD
To address the identified key emerging issues and challenges and given the unique mandate of
SLO&DOJ in the provision of legal services to Government and the public, SLO&DOJ makes the
following recommendations:

> Enhance the capacity of state counsel especially in specialized fields to ensure
efficiency in legal services.
Recruitment of additional state counsel and other staff.
Harmonization of terms and conditions of service within the legal sector institutions.
Public Service Commission should establish a cadre for Legal Clerks.
Human Resource restructuring of SLO&DOI to ensure staff retention.
Ensuring that the relevant laws are in place, reviewed and updated.
Establish a modern functional legal resource centre to facilitate research.
Automation of operations/ digitization of registries.

Decentralization of services to the counties.

YV V V V V V VYV V V

Enhance the budget to cater for purchase of motor vehicles and acquisition of

additional office space.

Y

Enhance the budget to cater for refurbishment and maintenance of existing facilities.

Y

Operationalize National Legal Service and Victims Protection Board, fast track
delinking of Assets Recovery Agency and Business Registration Service.

» Operationalize the Premium case-law database and the online Laws of Kenya database.
» Accelerated standardization and harmonization of donor supported programme

agreements with a view to mainstreaming to national systems of Legal requirements.

FINANCIAL PERFORMANCE SUMMARY

Budget Allocation and Execution FY2018-2019

The allocated budget of Kes.4,749,027,303 to the State Law Office and Department of Justice was
executed by the three programmes where 43% was under the legal services, 39% under the
constitutional reforms and general administration took 18% only. This has been shown by the

following figurel.
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Figure 1: Execution by Budgeted Programmes

General
Administratio
n Services,

m Constitutional Reforms

Budget Execution by
Programmes

m Legal Services to Government and the Public

Legal Services

General Adminstration,planning and support services

The total budget allocated in the year 2018-2019 was expensed in total as shown by the following

table where both total receipts and payments was 92%. The table below shows the estimates and

actual total amounts received and paid during the year, and the resultant total variances.

Table 1: Actual performance against budgets

Printed

% Utilization

Revenue/Expense Item Estimates Actual Yananse Variance

Ksh Ksh Ksh Ksh
Total Receipts 4,749,027,303| 4,381,239,570 367,787,733 92%
Total Payments 4,749,027,303| 4,370,952,568| 378,074,735 92%
Surplus for the Year 0 10,287,002 (10,287,002)

The actual receipts were 8% below the expected budget. This was attributed to exchequer releases.

Budget Execution by Economic Items

The budget had been allocated under the five economic items shown by the table below. The actual

payments were also expensed under the same economic items thus explaining the total variance of

unutilized funds. A high percentage of 53% of the total budget was transferred to Semi-Autonomous

Government Agencies (SAGAs). This creates a disadvantage to all the other economic activities.
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Table 2: Budget Utilization by Economic Items (kshs)

Approved
Expense Item Budget Pa‘;ﬁ::::is Variance
Allocation
Compensation of Employees 1,064,220,000 1,056,081,409 8,138,591
Use of goods and services 1,139,764,753 870,125,594 269,639,159
Transfers to Other Government Units 2,497,773,000 2,409,719.913 88,053,087
Social Security Benefits 5,000 - 5,000
Acquisition of Assets 47,264,550 35,025,651 12,238,899
Grand Total 4,749,027,303| 4,370,952,568 378,074,735

Figure 2: Economic items Utilization

Budget Utilization as Per Economic Items

Acquisition Of
Assets,
47,264,550, 1% Compensation Of
Employees,
~ 1,064,220,000,
y 22%

Social Security
Benefits, 5,000, 0%

m Compensation of Employees

® Use of goods and services

n Transfers to Other Government
Units

Social Security Benefits

Acquisition of Assets

Use Of goods and
services,
1,139,764,753,
24%

Total Receipts Breakdown

The greatest source of funds was the exchequer releases with an improvement of Kshs.505,405,710

compared to previous financial year. All the expected AIA which form a very small portion of total

receipts were received 100%.

Table 3: Sources of funds

2018/2019 2017/2018 %
Kshs Kshs Change Change
RECEIPTS
Transfers from National Treasury 3,945,737,570 3,440,331,860 505,405,710 15%
Administrative Fees Collected as AIA 163,102,000 - 163,102,000 100%
Course Fees and Hostel Charges 272,400,000 - 272,400,000 100%
TOTAL REVENUES 4,381,239,570 3,440,331,860 940,907,710 27%
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Figure 3: AIA and Exchequer Releases

Total Receipts

Administrative Course Fees

Fees Collected and Hostel
as AlA, Charges,

163,102,000, 272,400,000,

4% / 6%

m Transfers from National
Treasury

m Administrative Fees
Collected as AlIA

1 Course Fees and Hostel
Charges

Transfers from
National
Treasury ,
3,945,737,570,

90%

The figure shows that 90% of the funding to all the entities under SLO&DO] is from the exchequer

-releases.

oar? Justice (Rtd) P. Kihara Karhwki
ATTORNEY GENERAL
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II. STATEMENT OF ENTITY MANAGEMENT RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2013 requires that, at the end of each
financial year, the accounting officer for a National Government Entity shall prepare financial
statements in respect of that entity. Section 81 (3) requires the financial statements so prepared to
be in a form that complies with relevant accounting standards as prescribed by the Public Sector
Accounting Standards Board of Kenya from time to time.

The Accounting Officer in charge of the State Law Office and Department of Justice is responsible
for the preparation and presentation of the entity’s financial statements, which give a true and fair
view of the state of affairs of the entity for and as at the end of the financial year (period) ended on
June 30, 2019. This responsibility includes: (i) maintaining adequate financial management
arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)
maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the entity; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they
are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of
the entity; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Accounting Officer in charge of the State Law Office and Department of Justice accepts
responsibility for the entity’s financial statements, which have been prepared on the Cash Basis
Method of Financial Reporting, using appropriate accounting policies in accordance with
International Public Sector Accounting Standards (IPSAS). The Accounting Officer is of the opinion
that the State Law Office and Department of Justice financial statements give a true and fair view of
the state of entity’s transactions during the financial year ended June 30, 2019, and of the entity’s
financial position as at that date. The Accounting Officer charge of the State Law Office and
Department of Justice further confirms the completeness of the accounting records maintained for
the entity, which have been relied upon in the preparation of the entity’s financial statements as well
as the adequacy of the systems of internal financial control.

The Accounting Officer in charge of the State Law Office and Department of Justice confirms that
the entity has complied fully with applicable Government Regulations and the terms of external
financing covenants (where applicable), and that the entity’s funds received during the year under
audit were used for the eligible purposes for which they were intended and were properly accounted
for. Further the Accounting Officer confirms that the entity’s financial statements have been prepared
in a form that complies with relevant accounting standards prescribed by the Public Sector
Accounting Standards Board of Kenya.

Approval of the financial statements

’
~

Principzﬁ Accounts Controller
CPA Elijah Kabiru Gathuthi
ICPAK.NO: 7153

19






REPUBLIC OF KENYA

N ERS
Telephone: +254-(20) 3214000 :_‘ Y HFADQUART
il A8 Anniversary Towers
E-mail: info@oagkenya.go.ke 3 Ll e v
Website: www.oagkenya.go.ke
OFFICE P.O. Box 30084-00100

NAIROBI

OF THE AUDITOR-GENERAL
Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON STATE LAW OFFICE AND DEPARTMENT
OF JUSTICE FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of the State Law Office and
Department of Justice set out on pages 21 to 40, which comprise the statement of assets
and liabilities as at 30 June, 2019, and the statement of receipts and payments, statement
of cash flows, the summary statement of appropriation-recurrent and development
combined for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all the
information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, the financial position
of the State Law Office and Department of Justice as at 30 June, 2019, and of its financial
performance and its cash flows for the year then ended, in accordance with International
Public Sector Accounting Standards (Cash Basis) and comply with Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Inaccuracies in tHe Financial Statements

1.1 Receipts - Other Revenues

The statement of receipts and payments reflect other revenue receipts of
Kshs.435,502,000 which as disclosed in Note 2 to the financial statements represents
receipts collected as Appropriations-In-Aid (A-I-A) during the year. However, the
supporting documents availed for audit shows that a total of Kshs.533,535,788 was
collected as Appropriations-In-Aid from three (3) institutions as detailed below:

Financial A-I-A Collection

Statement Confirmed by
Balance Institution Variance
Institution Kshs. Kshs. Kshs.
Council of Legal Education 160,102,000 175,498,400 | (15,396,400)
Kenya Copyright Board 3,000,000 3,228,943 (228,943)

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019



Financial A-I-A Collection

Statement Confirmed by
Balance Institution Variance
Institution Kshs. Kshs. Kshs.
Kenya School of Law 272,400,000 354,808,445 | (82,408,445)
Total 435,502,000 533,535,788 | (98,033,788)

The resultant difference of Kshs.98,033,788 has not been reconciled or explained.

1.2 Discrepancies between Balances in the Financial Statements and the
Integrated Financial Management Information System (IFMIS)

The following discrepancies were noted between balances in the financial statements and
balances generated by IFMIS:

Financial

Statements Balance | IFMIS Balance Variance
Item Description Kshs. Kshs. Kshs.
Recurrent Account 144,210 | 3,214,441,458 | (3,214,297,248)
Development Account 5,736,008 76,000,000 (70,263,992)
Deposit Account 822,541,728 414,050 822,127,678
Adjustment on bank 155,196,834 - 155,196,834
Balances
Total 983,618,780 | 3,290,855,508 | (2,307,236,728)

The resultant difference of Kshs.2,307,236,728 has not been reconciled or explained.

In the circumstances, the accuracy of the financial statements for the year ended
30 June, 2019 could not be confirmed.

2. Unreconciled Cash and Bank Balances

The statement of assets and liabilities reflects a bank balance of Kshs.828,421,946 which
as disclosed under Note 8A to the financial statements is made up of bank balances of
Kshs.144,210 in the recurrent account, Kshs.5,736,008 in the development account and
Kshs.822,541,728 held in the deposits accounts. However, no explanation was provided
for failure to clear long outstanding reconciling items under both the recurrent and deposits
accounts as indicated below:

Recurrent Account | Deposits Account
Description Kshs. Kshs.
Payments in cashbook not in bank 2,368,832 989,454
Payments in bank not in cashbook 2,039,086 0
Total 4,407,918 989,454

Under the circumstances, the accuracy of the bank balance of Kshs.828,421,946 as at
30 June, 2019 could not be confirmed.

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
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3. Use of Goods and Services

The statement of receipts and payments reflect an expenditure of Kshs.870,125,594
under use of goods and services which as disclosed at Note 4 to the financial statements
includes an amount of Kshs.103,490,681 incurred on rentals of produced assets.
However, no reconciliation between the amounts payable and actual payments for the
leased premises was availed for audit verification. Further, included in the total
expenditure of Kshs.870,125,594 under use of goods and services is an amount totalling
to Kshs.84,273,146 incurred in regional offices. The expenditure of Kshs.84,273,146
though captured in the ledger was however, not supported by detailed expenditure returns
from the regional offices.

In addition, lease agreements for offices rented in Malindi, Meru, NSSF Mombasa,
Cooperative House Nairobi and Embu were not fully executed and registered with the
Ministry of Public Works in line with Section 47 of the Registered Land Act Cap 300.

In the circumstances, the accuracy of use of goods and services expenditure of
Kshs.870,125,594 for the year ended 30 June, 2019 could not be confirmed.

4. Transfers to Other Government Entities

Note 5 to the financial statements indicates that a total of Kshs.2,409,719,913 was
transferred to eleven (11) entities during the year under review. However, confirmations
from the beneficiary institutions as at 30 June, 2019 reflected variances totalling
Kshs.571,992,962 from five (5) institutions as detailed below:

Amount

Amount | Confirmed by
Transferred Recipient Variance
Institution Kshs. Kshs. Kshs.
1.| Council of Legal Education 370,566,800 210,464,800 | 160,102,000
2.| Kenya School of Law 562,298,200 289,898,200 | 272,400,000
3.| Kenya Copyright Board 124,580,000 121,580,000 3,000,000
4.| National Centre for International 113,415,500 113,415,400 100

Arbitration

5.| Business Registration Service 312,914,993 176,424,131 | 136,490,862
Total 1,483,775,493 911,782,531 | 571,992,962

In the circumstances, the accuracy of transfers to other Government entities of
Kshs.2,409,719,913 for the year ended 30 June, 2019 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of State Law Office and Department of Justice
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
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Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Performance

During the year under review, the State Law Office and Department of Justice had actual
receipts totalling to Kshs.4,381,239,570 against estimated receipts of Kshs.4,749,027,303
resulting in a shortfall of Kshs.367,787,733. Further, actual expenditure for the year
amounted to Kshs.4,370,952,568 against a budget of Kshs.4,749,027,303 resulting in an
under expenditure of Kshs.378,074,735 or 8%.

The under expenditure occurred in all expense components. The management has
attributed the under expenditure to non-release of all exchequer allocations by the
National Treasury which impacted negatively on service delivery to the citizens of Kenya.

2. Pending Bills

As disclosed at note 14.1, 14.2 and 14.3, the State Law Office and Department of Justice
reported pending bills of Kshs.44,394,205 as at 30 June, 2019, which were not settled
during the year but were instead carried forward to 2019/2020 financial year. Had the bills
been paid and the expenditure charged to the respective accounts in 2018/2019, the
statement of receipts and payments for the year would have reflected a deficit of
Kshs.34,107,203 instead of the reflected surplus of Kshs.10,287,002 for the year ended
30 June, 2019.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES
Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion
Accounts Receivable — Outstanding Imprests

Note 9 to the financial statements reflect accounts receivable-outstanding imprest balance
of Kshs.4,406,717 which includes Government imprests of Kshs.4,231,029 which ought
to have been surrendered or accounted for on or before 30 June, 2019. This is contrary
to Section 93 (5) of the Public Finance Management (National Government) Regulations,
2015 which requires a holder of a temporary imprest to account or surrender the imprest

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
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within 7 working days after returning to the duty station. Section 93(6) further provides
that in the event of the imprest holder failing to account for or surrender the imprest on
the due date, the Accounting Officer shall take immediate action to recover the full amount
from the salary of the defaulting officer with an interest at the prevailing Central Bank Rate.
No recoveries had been made.

Consequently, it has not been possible to confirm the recoverability of the Government
imprest balance of Kshs.4,231,029 as at 30 June, 2019.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion
1. Lack of an Audit Committee

In 2018/2019 financial year, the State Law Office and Department of Justice did not have
an independent Audit Committee as required by Section 73(5) of the Public Finance
Management Act, 2012. In the absence of a functioning Audit Committee, monitoring and
review of the effectiveness of the internal audit process, review of internal controls and
risk management systems of the Office could not be undertaken.

2. Lack of an Approved Enterprise Risk Management Process and IT Strategic
Committee

During the year under review and as previously reported, the State Law Office and
Department of Justice did not have an approved well-documented enterprise wide risk
management process and policies in place to effectively guide the enterprises risk
management processes. This is contrary to Section 165 of Public Finance Management
(National Government) Regulations, 2015.

Further, Treasury Circular No. 03/2009; Ref: MOF/IAG/033(75) requires that government
entities/agencies should, among other things, develop and establish Risk Management
Policy and Framework (RMPF) to guide its strategic and operational activities. However,

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
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the Office did not have an IT Strategic Committee, an IT Strategic Plan that supports
business requirements and ensures that IT spending remains within the approved IT
strategic plan, formally approved IT security policy to ensure data confidentiality, integrity
and availability, documented and tested emergency procedures, copies of the IT
continuity plan and disaster recovery plan kept off-site.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness of
internal control, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the State
Law Office and Department of Justice’s ability to continue to sustain services, disclosing,
as applicable, matters related to sustainability of services and using the applicable basis
of accounting unless Management is aware of the intention to terminate the State Law
Office and Department of Justice or to cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
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Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them, and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

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

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

s Conclude on the appropriateness of the Management'’s use of the applicable basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on

Report of the Auditor-General on State Law Office and Department of Justice for the year ended 30 June, 2019
7



the State Law Office and Department of Justice’s ability to continue to sustain its
services. If | conclude that a material uncertainty exists, | am required to draw
attention in the auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify my opinion. My conclusions are
based on the audit evidence obtained up to the date of my audit report. However,
future events or conditions may cause the State Law Office and Department of
Justice to cease to continue to sustain its services.

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

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

Perform such other procedures as | consider necessary in the circumstances.

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

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

Na

N

Gathung

AUDITOR-GENERAL

Nairobi

30 September, 2020
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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE

Reports and Financial Statements
For the year ended June 30,2019

V. STATEMENT OF RECEIPTS AND PAYMENTS FOR THE YEAR ENDED JUNE 30, 2019

Note  2018/2019 201722018
Kshs Kshs

RECEIPTS
Transfers from National Treasury 1 3,945,737,570 3,440,331,860
Other Revenues 2 435,502,000 -
TOTAL REVENUES 4,381,239,570 3,440,331,860
PAYMENTS
Compensation of Employees 3 1,056,081,409 1,011,528,083
Use of goods and services 4 870,125,594 470,673,573
Transfers to Other Government Units 5 2,409,719,913 1,951,724,100
Social Security Benefits 6 - 1,113,718
Acquisition of Assets 7 35,025,651 5,279,049
TOTAL PAYMENTS 4,370,952,568 3,440,318,523
SURPLUS/DEFICIT 10,287,002 13,337

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statgm@nts. The entity financial statements were approved on September 30, 2019

and signed by:

icitor Genjeral
nngdy Oggto, CBS
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Principal A¢Counts Controller
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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE

Reports and Financial Statements
For the year ended June 30,2019

VI. STATEMENT OF ASSETS AND LIABILITIES AS AT JUNE 30, 2019

Note 2018/2019 2017/2018

Kshs Kshs
FINANCIAL ASSETS
Cash and Cash Equivalents
Bank Balances 8A 828,421,946 331,029,438
Cash Balances 8B 67 109,912
Total Cash And Cash Equivalents 828,422,013 331,139,350
Accounts Receivables - Outstanding Imprest and
Clearence Accounts 9 4.406,717 5,894,960
TOTAL FINANCIAL ASSETS 832,828,730 337,034,310
LESS: FINANCIAL LIABILITIES
Accounts Payables - Deposits 10 822,541,728 181,837,476
NET FINANCIAL ASSETS 10,287,002 155,196,834
REPRESENTED BY
Fund balance b/fwd 11 155,196,834 155,183,497
Prior year adjustments 12 (155,196,834) -
Surplus/Defict for the year 10,287,002 13,337
NET FINANCIAL POSSITION 10,287,002 155,196,834

The accounting policiesahd explanatory notes to these financial statements form an integral part
of the financial statefents. The entity financial statements were approved on September 30,2019

and signed

.

Principal AcdBunts Controller
CPA Elijah Kabiru Gathuthi
ICPAK.NO: 7153

Solicifor General '
Kenn Ogeto, ZBS
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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE

Reports and Financial Statements
For the year ended June 30, 2019

VII. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED JUNE 30, 2019

Note 2018/2019 2017/2018
Kshs Kshs

CASH FLOW FROM OPERATING ACTIVITIES
Receipts for operating income
Transfers from National Treasury 1 3,945,737,570 3,440,331,860
Other Revenues 2 435,502,000 -

4,381,239,570 3,440,331,860
Payments for operating expenses
Compensation of Employees 3 1,056,081,409 1,011,528,083
Use of goods and services 4 870,125,594 470,673,573
Transfers to Other Government Units 5 2,409,719,913 1,951,724,100
Social Security Benefits 6 - 1,113,718
Adjusted for:
Changes in receivables 1,488,243 (4,405,484)
Changes in payables 640,704,252 (55,153,329)
Adjustments during the year 12 (155,196,834) -
Net cashflow from operating activities 532,308,314 |- 54,266,427
CASHFLOW FROM INVESTING ACTIVITIES
Acquisition of Assets . 7 (35,025,651) (5,279,049)
Net cash flows from Investing Activities (35,025,651) (5,279,049)
CASHFLOW FROM BORROWING ACTIVITIES
Net cash flow from financing activities - -
NET INCREASE IN CASH AND CASH EQUIVALENT 497,282,663 |- 59,545,476
Cash and cash equivalent at BEGINNING of the year 8 331,139,350 390,684,826
Cash and cash equivalent at END of the year 828,422,013 331,139,350

The accounting policies and
of the financial statemep
and signed by:
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sxplanatory notes to these financial statements form an integral part
_ The entity financial statements were approved on September 30, 2019

Principal A&bounts Controller
CPA Elijah Kabiru Gathuthi
ICPAK.NO: 7153
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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE
Reports and Financial Statements
For the year ended June 30, 2019

XII.

SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set out
below:

1.

Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial
reporting under the cash basis of Accounting, as prescribed by the PSASB and set out in the
accounting policy notes below.

This cash basis of accounting has been supplemented with accounting for; a) receivables that
include imprests and salary advances and b) payables that include deposits and retentions.
The receivables and payables are disclosed in the Statement of Assets and Liabilities. The
Statement of Assets and Liabilities is not mandatory statement under the IPSAS Cash basis
but is encouraged in order to disclose information on assets and liabilities.

The financial statements are presented in Kenya Shillings, which is the functional and
reporting currency of the entity all values are rounded to the nearest Kenya Shilling. The
accounting policies adopted have been consistently applied to all the years presented.

The financial statements comply with and conform to the form of presentation prescribed by
the PSASB.

Reporting entity

The financial statements are for the State Law Office and Department of Justice. The financial
statements encompass the reporting entity as specified under section 81 of the PFM Act 2012
and also comprise of the following development projects implemented by the entity:

Recognition of receipts and payments

a) Recognition of receipts
The Entity recognizes all receipts from the various sources when the event occurs and the
related cash has actually been received by the entity.

Tax receipts
Tax Receipts is recognized in the books of accounts when cash is received. Cash is considered
as received when notification of tax remittance is received.

Transfers from the Exchequer

Transfer from Exchequer is recognized in the books of accounts when cash is received. Cash
is considered as received when payment instruction is issued to the bank and notified to the
receiving entity.



STATE LAW OFFICE AND DEPARTMENT OF JUSTICE
Reports and Financial Statements
For the year ended June 30, 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)

External Assistance
External assistance is received through grants and loans from multilateral and bilateral
development partners.

Donations and grants

Grants and donations shall be recognized in the books of accounts when cash is received.
Cash is considered as received when a payment advice is received by the recipient entity or
by the beneficiary. In case of grant/donation in kind, such grants are recorded upon receipt
of the grant item and upon determination of the value. The date of the transaction is the value
date indicated on the payment advice.

Proceeds from borrowing

Borrowing includes Treasury bill, treasury bonds, corporate bonds; sovereign bonds and
external loans acquired by the entity or any other debt the Entity may take on will be treated
on cash basis and recognized as receipts during the year of receipt.

Undrawn _external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to
funding for projects currently under development where conditions have been satisfied or
their ongoing satisfaction is highly likely and the project is anticipated to continue to
completion. During the year ended 30th June 2019, there were no instances of non-
compliance with terms and conditions which have resulted in cancellation of external
assistance loans.

Other receipts

These include Appropriation-in-Aid and relates to receipts such as proceeds from disposal of
assets and sale of tender documents. These are recognized in the financial statements the time
associated cash is received.

b) Recognition of payments
The entity recognizes all expenses when the event occurs and the related cash has actually
been paid out by the entity.

Compensation of employees
Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the
period when the compensation is paid.

Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are
consumed and paid for. Such expenses, if not paid during the period where goods/services are
consumed, shall be disclosed as pending bills.

Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they
incurred and paid for.
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STATE LAW OFFICE AND DEPARTMENT OF JUSTICE
Reports and Financial Statements
For the year ended June 30, 2019

SIGNIFICANT ACCOUNTING POLICIES (continued)

Repayment of borrowing (principal amount)
The repayment of principal amount of borrowing is recognized as payment in the period in
which the repayment is made.

Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost
of acquisition and proceeds from disposal of these items are treated as payments and receipts
items respectively. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration and the fair value of the asset can be reliably established, a contra transaction is
recorded as receipt and as a payment.

A fixed asset register is maintained by each public entity and a summary provided for purposes
of disclosure. This summary is disclosed as an annexure to the entity’s financial statements.

4.  In-kind contributions

In-kind contributions are donations that are made to the State Law Office and Department of
Justice in the form of actual goods and/or services rather than in money or cash terms. These
donations may include vehicles, equipment or personnel services. Where the financial value
received for in-kind contributions can be reliably determined, the State Law Office and
Department of Justice includes such value in the statement of receipts and payments both as
receipts and as an expense in equal and opposite amounts; otherwise, the contribution is not
recorded.

S.  Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
various commercial banks at the end of the financial year.

6.  Accounts Receivable
For the purposes of these financial statements, imprests and advances to authorized public
officers and/or institutions which were not surrendered or accounted for at the end of the
financial year are treated as receivables. This is in recognition of the government practice
where the imprest payments are recognized as payments when fully accounted for by the
imprest or AIE holders. This is an enhancement to the cash accounting policy. Other accounts
receivables are disclosed in the financial statements.
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XIII. NOTES TO THE FINANCIAL STATEMENTS

1 EXCHEQUER RELEASES

Description 2018-2019 2017-2018
Kshs Kshs
Total Exchequer Releases for quarter 1 781,973,200 801,061,565
Total Exchequer Releases for quarter 2 1,058,611,900 1,050,964,445
Total Exchequer Releases for quarter 3 1,195,840,800 763,922,100
Total Exchequer Releases for quarter 4 909,311,670 824,383,750
TOTAL 3,945,737,570 3,440,331,860
2 OTHER RECEIPTS
Description
2018-2019 2017-2018
Kshs Kshs
Administrative Fees and Charges 160,102,000 -
Administrative Fees and Charges collected as AIA 3,000,000
Incidental Sales by Non-Market Establishments
Collected as ’ 272,400,000
TOTAL 435,502,000 -
3. COMPENSATION OF EMPLOYEES
Description
2018-2019 2017-2018
Kshs Kshs
Basic salaries of permanent employees 553,452,657 520,200,906
Basic wages of temporary employees 8,429,613 7,932,385
Personal allowances paid as part of salary 494,199,139 483,394,792

TOTAL

1,056,081,409

1,011,528,083

The comparative figures FY 2017-2018 have been restated due to clearing of unaccounted transactions in IFMIS during the year under review.
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4. USE OF GOODS AND SERVICES

USE OF GOODS AND SERVICES

2018-2019 2017-2018
Kshs Kshs
Utilities, supplies and services 29,138,466 24,678,283
Communication, supplies and services 56,142,895 10,143,007
Domestic travel and subsistence 109,161,031 67,733,109
Foreign travel and subsistence 48,244,600 18,116,541
Printing, advertising and information supplies &
services 12,129,993 2,102,817
Rentals of produced assets 103,490,681 59,330,844
Training expenses 27,258,321 16,167,529
Hospitality supplies and services 60,869,123 30,229,416
Specialised materials and services 6,609,239 6,720,773
Office and general supplies and services 62,276,588 18,184,133
Other operating expenses 307,553,789 195,572,660
Routine maintenance — vehicles and other
transport equipment 11,287,647 5,335,109
Routine maintenance — other assets 13,546,590 2,439,258
Fuei Oil and Lubricants 22,416,632 13,920,183
TOTAL 870,125,594 470,673,573

The comparative figures FY 2017-2018 have been restated due to clearing of unaccounted transactions in IFMIS during the year under review.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

5. GRANTS AND TRANSFERS TO OTHER GOVERNMENT ENTITIES

Description
2018-2019 2017-2018
Kshs Kshs
Transfers to National Government entities
Capital Grants to Government Agencies 2,349,719,913 1,951,724,100
Capital Grants to Government Agencies 60,000,000 -
TOTAL 2,409,719,913 1,951,724,100

We have confirmed these amounts with the recipient entities and attached these confirmations as an Appendix to these financial
statements. The Anti-Corruption Steering Committee, Business registration and Victims Compensation Fund are not fully delinked,

thus their expenditure was executed at the headquarters.

Description 2018-2019 2017-2018

Kshs Kshs
Transfers to SAGAs and SCs
Kenya Law Reform Commission 305,460,200 330,700,000
Anti-Corrruption Steering Committee 89,594,439 114,082,678
Auctioneers lincecing Board 26,950,000 -
Council For Legal Education 370,566,800 260,200,000
Kenya School Of Law 562,298,200 290,700,000
Kenya Copyright Board 124,580,000 132,042,000
National Council for Law Reporting 313,600,000 -
National Centre For International Arbitration 113,415,500 122,700,000
Asset Recovery Agency 180,114,200 210,700,000
Business Registration Services 312,914,993 299,456,415
Judges and Magistrate and Vetting Board - 28,443,007
National Crime Research Centre - 162,700,000
Victims Compensation Fund 10,225,581 -
TOTAL 2,409,719,913 1,951,724,100

The comparative figures FY 2017-2018 have been restated due to clearing of unaccounted transactions in IFMIS during the year under review.

6. SOCIAL SECURITY BENEFITS

Description
2018-2019 2017-2018
Kshs Kshs
Government pension and retirement benefits - 1,113,718
TOTAL - 1,113,718
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7. ACQUISITION OF ASSETS

Description

2018-2019 2017-2018

Kshs Kshs

Refurbishment of Buildings 6,549,129 -
Construction and Civil Works - -
Purchase of Vehicles and Other Transport
Equipment 27,650,000 -
Purchase of Office Furniture and General
Equipment 826,522 97,374
Purchase of Specialised Plant, Equipment and
Machinery - 4,384,175
Research,Studies,Project Preparation,Design &
Supervision - 797,500
Sub Total 35,025,651 5,279,049
Financial Assets
TOTAL 35,025,651 5,279,049

The comparative figures FY 2017-2018 have been restated due to clearing of unaccounted transactions in IFMIS during the year under review.

8A: Bank Accounts

Bank Accounts

i k
Name of Bank, Account No. & currency et int beynke-aecount

Indicate whether

recurrent, Development,

currency .
i 2018-2019 20172018
Kshs Kshs
Central Bank of Kenya, 1000303409,KShs Ksh Reccurent 144210 4,095482
Central Bank of Kenya, 1000303417,KShs Ksh Development 5,736,008 11,715,065
Central Bank of Kenya, 1000303425,KShs Ksh Deposit 822,541,728 315218891
Total 828,421,946 331,029,438
8B: CASH IN HAND
Cash in hand
2018-2019 2017-2018
Kshs Kshs
Cash in Hand — Held in domestic currency 67 109,912
TOTAL 67 109,912
Cash in hand should also be analyzed as follows:
Cash in hand should also be analysed as follows:
2018-2019 2017-2018
Kshs Kshs
Headquarters, Sheria House 67 109,912
TOTAL 67 109,912
9: ACCOUNTS RECEIVABLE — OUTSTANDING IMPRESTS (See Annex 7)
Description
2018-2019 2017-2018
Kshs Kshs
Government Imprests 4,231,029 5,894,960
Salary advances 83,215 -
District suspense 92,473 -
TOTAL 4,406,717 5,894,960
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10. ACCOUNTS PAYABLE- DEPOSIT ANALYSIS

ACCOUNTS PAYABLE- DEPOSIT ANALYSIS

AMOUNT PAID

DETAILS AMOUNT RECEIVED KES sai BALANCE KES
A. COMPENSATION FOR CONCLUDED CASES 828,226,179.00 e 819,339,305.20
B. REGIONAL INTEGRATION
IMPLEMENTATION PROGRAMM/ILD 20,868,273.00 1301485425 7,853,438.15
C. OVERPAYMENTS 167,668,980.75 174,476,504.00 (6;807,223.23)
D. REVENUE PT FEE-PUBLIC TRUSTEE 1,099,056.90 1,099,056.90
E. RETENTION (IBRAHIM DONALD) 1,329,099.80 989,004.00 340,095.80
F. SALARY DEDUCTION 717,355.15 # 717,355.15
197,367,216.0 | 822,541,728.5
TOTALS 1,019,908,944.60 5 5
11. BALANCES BROUGHT FORWARD
BALANCES BROUGHT FORWARD
2018-2019 2017-2018
Kshs Kshs
Bank accounts 331,029,438 390,667,616
Cash in hand 109,912 17,210
Receivables - Outstanding Imprests 5,894,960 1,489,476
Payables - Deposits (181,837,476) (236,990,805)
TOTAL 155,196,834 155,183,497
12. PRIOR YEAR ADJUSTMENTS
Description of the error 2018-2019 2017-2018
Kshs Kshs

Adjustments on bank account balances

(155,196,834)

TOTAL

(155,196,834)

13. RELATED PARTY DISCLOSURES
Related party disclosure is encouraged under non-mandatory section of the Cash Basis IPSAS.

The following comprise of related parties to the State Law Office and Department of Justice.

e Key management personnel that include the Cabinet Secretaries and Accounting Officers
e Other Ministries Departments and Agencies and Development Projects;

Related party transactions:
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RELATED PARTY DISCLOSURES
2018-2019 2017-2018
Kshs Kshs
Key Management compensation - -
Transfers to other State Corporations and Semi-Au 2,409,719,913 1,951,724,100
Description Recurrent Development 2018-2019
Kshs Kshs Kshs
Transfers to SAGAs and SCs
Kenya Law Reform Commission 305,460,200 - 305,460,200
Anti-Corrruption Steering Committee 89,594,439 - 89,594,439
Auctioneers lincecing Board 26,950,000 - 26,950,000
Council For Legal Education 370,566,800 - 370,566,800
Kenya School Of Law 502,298,200 60,000,000 562,298,200
Kenya Copyright Board 124,580,000 - 124,580,000
National Council for Law Reporting 313,600,000 313,600,000
National Centre For International Arbitration 113,415,500 - 113,415,500
Asset Recovery Agency 180,114,200 - 180,114,200
Business Registration Services 312,914,993 312,914,993
Victims Compensation Fund 10,225,581 10,225,581
TOTAL 2,349,719,913.00 | 60,000,000 2,409,719,913

14. OTHER IMPORTANT DISCLOSURES

14.1: PENDING ACCOUNTS PAYABLE (See Annex 2)

152
N

ance /i Addiiions [ox

i1
2015720118 e perod

Construction of buildings 0.00 0.00 0.00 0.00
Construction of civil 0.00 0.00 0.00 0.00
works

Supply of goods 93,875,720 0.00 90,882,545.00 2,993,175.00
Supply of services 317,895,838 0.00 | 289,819,914.00 28,075,924.00
Total 411,771,558.00 0.00 380,702,459 31,069,099.00

14.2 PENDING STAFF PAYABLES (See Annex 2)

Senior management 0.00 0.00 0.00 0.00
Middle management 0.00 0.00 0.00 0.00
Unionisable employees 0.00 0.00 0.00 0.00
Others 0.00 | 12,305,650.00 0.00 12,305,650.00
Total 0.00 | 12,305,650.00 0.00 12,305,650.00
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14.3 OTHER PENDING PAYABLES (See Annex 3)

D QeCTrINntion K ] Q Q
DN | AR DS 1S e

Amounts due to National 0.00 207,600.00 0.00 207,600.00
Government entities

Amounts due to County 0.00 0.00 0.00 0.00
Government entities

Amounts due to third 0.00 811,856.85 0.00 811,856.85
parties

Total 0.00 1,019,456.85 0.00 1,019,456.85
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