





















































































































































































































































instalment of Kshs.23,000,000 for the football club (Talanta), from the old account No.
0260500659 at Equity Bank as per the agreement to a new account at Jamii Bora Bank
account No. 1001823633002. The request was honored on 20" January, 2017 without
authority from the parent Ministry and the National Treasury.

223, Further, the Communications Authority of Kenya did not notify Kenya Academy of Sports
and the Ministry of Sports, Culture and Arts of the transfer of the funds.

224 Consequently, it has not been possible to confirm the propriety of the expenditure totaling
Kshs 23.000,00 transferred to Jamil Bora Bank for the year ended 30 June 2017.

Management response

225. The management informed the Committee that the FC Talanta was initiated as a programme
between cooperation of UNICEF, Kenya Secondary Schools Heads Association (KESSHA),
and the Ministry of Sports, Culture and the Arts (Under the auspices the National Youth
Talent Academy later transformed to Kenya Academy of Sports). UNICEF managed the
programme and was responsible for the submission of the reports to the Authority as the
sponsor. The initial contract was between UNICEF and the Authority in the period Year
2012-2013.

226. The Kenya Academy of Sports, incorporated in year 2014, took over the management of the
FC Talanta programme. Subsequently, the Authority signed the renewal of the sponsorship
with the Kenya Academy of Sports in Year 2016,

227.FC Talanta was initially audited as a programme under UNICEF and later by Mwencha
Certified Public Accountants upon takeover of the management of the programme by Kenya
Academy of Sports. The Audit is currently undertaken by the Office of the Auditor General

228. The FC Talanta Board granted approval of engagement of another banking institution, Jamii
Bora, in accordance with its mandate. The Management of FC Talanta availed to the
Authority, Minutes of the Board reflecting the approval of engagement of Jamii Bora.
Additionally, both parties revised the Cooperation Agreement to recognise the change of
bank account details, as per the Article 111 clause () of the Agreement,

I
rJ
o

. The Cabinet Secretary in the Ministry of Sports, Culture and the Arts was informed of the
renewal of the Kshs 69,000,000 sponsorship and also invited to the occasion of the official
announcement of the sponsorship renewal.

Committee Observations

The Committee observed that

1. The accounts were audited by a private firm appointed by UNICEF;
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. Audited accounts by a private auditor not appointed by the Auditor General cannot be
owned by the Auditor General; and

. It was illegal under the PFM Act to open an account without a written permission from the
National Treasury.

Committee Recommendations
The Committee recommends that

The Auditor General should re audit the accounts for the purposes of ownership pursuant to Section
23 of the Public Audit Act 2015.

13.7 Director’s expenses
13.8 Irregular Payments to Directors

230. The Commuttee heard that, included in the directors’ expenses figure of Kshs. 47,211,000

under note 10 1s an amount of Kshs. 1,656,000 in respect of board welfare, The amount of

Kshs. 1,656,000 also included Kshs. 1,200,000 being Christmas Shopping vouchers worth
Kshs 100,000 to each Board director. The Universal Service Advisory Council members
were also given Christmas shopping vouchers worth Kshs 900,000 which is included in note
12 under Universal Advisory Council of Kshs.47,261,000. The payment of Christmas
shopping totalling Kshs.2,100,000 was made without parent Ministry and National Treasury
approval. This was done contrary to provisions of circular ref OP/CAB9/21/2A/L11/43 dated
24 November 2004: Guidelines on terms and conditions of service annexe IV paragraph (i)
at page 42 that provides that any other benefits that are not provided in annexe IV do not

apply.

231. Consequently, the management was in breach of the Law and the propniety of expenditure
totaling Kshs.2,100,000 for the year ended 30 June 2017 could not be confirmed and was not
a proper charge to public resources.

Management response

232. Management informed the Committee that section 19 (2) (a) KICA Act 2012 gives the
Board amandate to provide for the payment of the salaries, allowances and other charges in
respect of the staff of the Authority and the members of the Board.
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Committee Observations
The Committee observed that

As much as the law allows the Board to prepare financial statements to remunerate themselves,
however the SRC 1s mandated to under the Constitution of Kenya and the SRC act to determine/
set such remunerations

Committee Recommendations
The Committee recommends that

The Current Director General should surcharge those who were paid urregular allowances
identified by the OAG.

13.9 Irregular Disposal of MacBook laptops and IPADS to Directors

233. The Committee heard that, examination of available records revealed that Authority assets
including MacBook laptops and iPads held by the former directors were un-procedurally
disposed off to the individual directors. The nine (9) MacBook laptops with net book value
of Kshs 466,551, nine (9) 1Pads with net book value of Kshs. 160,515, ten (10) iPads with
net book value of Kshs.200 and fourteen (14) laptops with net book value of Kshs.280 all
totalling Kshs.627.553 were offset with the directors' fees due to the former directors.
Offsetting of said assets was done contrary to Section 164(3) of the Public Procurement and
Asset Disposal Act 2015 which states that there shall be a technical report where appropriate
by a relevant expert of the subject items for disposal that takes into account the real market
price and in so doing the technical expert shall set up a reserve price which shall be the
minimum acceptable price below real market value of the boarded items,

234. Consequently, the Authority was in breach of the law and the propriety of Kshs.627,546 for
the year ended 30 June 2017 could not be confirmed.

Management response

235. The management informed the Committee that the Board members challenged their ouster
and the matter is pending in court hence it was not possible to recover the laptops and IPADS
for disposal. As a caution, management provisioned the amount equivalent o the written
down value awaiting the court determination. The assets would be reverted to the Financial
Statements for the year ended 30™ June, 2019,
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Committee observations

The Committee observed that

ii.

14.0

236.

239,

The matter was still in Court
The explanation offered was satisfactory and query resolved.
Disputed Contract Payments

The Committee heard that, as previously reported, on 29 November 2002, the Authority
awarded the tender for the supply and installation of demountable office partitions to a firm
at a contract sum of Kshs.45,195,200. The Authority also awarded the tender for the supply
and installation of carpets and vertical window blinds on a sub-contract agreement with the
first firm at a tender sum of Kshs. 12,619,846, resulting to a total contract sum of
Kshs.57.865,046. Although the project was supposed to be completed on 14 July 2003, it
was completed one year later on 23 June 2004. The payments to the contractor were based
on work done as per the project quantity surveyor's, the Architect’s valuations and the
Architect's certificates. After the final payment of Kshs. 1,286,319.45 in September 2005,
the contractor raised a dispute claiming Kshs. 1,277,961.90 being interest on delayed
settlement of interim certificate No.6. The management has explained that the delay had been
occasioned by a dispute over the material used by the contractor, which the project manager
noted differed from those specified in the Bills of Quantities.

. Further, on 5 December 2006, the contractor wrote to the Authority (Commission) claiming

Kshs.51,378,300.40 in respect of purported losses and expenses incurred on the project due
to delay of 45 days. The Authority disputed the claim and the contractor subsequently lodged
an arbitration claim before an arbitrator.

.Consequently, the Arbitrator ruled that the Authority was to pay Kshs.47, 284, 879.45 for

the claims and costs of arbitration of Kshs. 2,783,370 all wotalling Kshs.50, 068, 249.45.
failure to which the amount shall attract simple interest at a rate of 18% per annum until
payment is made in full. On 5 March 2015, the Board approved the release of Kshs.51, 860,
882.75 held in the Escrow account and undertook to pay other outstanding sums of money
amounting to Kshs. 18, 103,040 all totalling Kshs. 69, 963, 922. 75. A review of the matter
in February 2018 revealed an unchanged position.

In the circumstances, it has not been possible to confirm that Kshs. 69,963,922.75 1s a proper
charge to public resources.

Management response

240. The Director General, CAK informed the Committee that the payment was done pursuant (o

an arbitration award dated 31st January 2014 in the Matter of the Arbitration Act, 1995 and
in the Matter of an Arbitration between M/s Swarn Singh (Kenya) Limited and M/s
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243,

Communications Commission of Kenya pursuant to the agreement and conditions of contract
for building works between the CCK and the Claimant dated 13" March, 2003.

The Communications Authority of Kenya as the successor of the Communications
Commission of Kenya sought to set aside the Arbitral Award through High Court
Miscellaneous Civil Cause No. 73 of 2014 which application was dismissed on 4th December
2014.

. This meant that the Arbitral Award had a force in law just as a court judgment would. Non-

payment would amount to contempt of court and therefore the Communications Authority
of Kenya was obliged to comply with and settle the Arbitral Award. As such, the Kshs.
69.963,922.75 paid to settle duly issued arbitral award was therefore a proper charge to
public funds.

The Authority requested the Ethics and Anti-Corruption Commission to investigate the entire
contract to establish whether there was any impropriety. The Ethics and Anti-Corruption
Commission (EACC) commenced the investigations into the matter on 16" September,
2015,

Committee Observations

The Committee observed that

iv.

This is a matter that had been taken to Court and ruled in favour of the contractor.

The arbitration was carried out by a Mr. Samuel Gituku. The Authority was not clear on
how the arbitrator was chosen. The Authority paid the arbitration fees of Kshs. 2,783,370,

As at the time of compiling this report, the EACC was still investigating the matter.

The Committee was convineed that public money was lost

Committee recommendations

The Committee recommends that

The EACC should expeditiously conclude investigating the matter and have it concluded within

three

months of adoption of this report.

FINANCIAL YEAR 2018/2019

10U

244,

nexplained Restated Comparative Balance

The Committee heard that the financial statements presented for audit includes restated
comparatives balances for 2018/2019 financial year as detailed below;
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Audited Restated
Paiticalins Financial Financial
) Statements Statements Variance
2018. (Kshs) 2018 (Kshs.)

Statement of Financial Performance

License Fees 7.620,184.000 | 7.635.830,000 | -15,646,000
Finance Income 1,298.357.000 | 1,297.301,000 | 1,056,000
Other Income 70,000 596,000 -526,000
Employee Costs 1,140,209,000 | 1,118,101,000 | 22,108,000
Remuneration of Directors 53,995,000 51,454,000 2,541,000
Depreciation and Amortization 376,498,000 459,636,000 -83,138,000
Repairs and Maintenance 204,835,000 271,357,000 -66,522,000
General Expenses o 1,928,358,000 2,096,823,000 | -168,465,000
Gain on sale Of Assets 783,000 774,000 9,000
Gain/Loss on foreign Exchange Transactions 3.413.000 -1,782,000 5,195,000
Bad Debts Recovered 86,639,000 -86,639,000
Statement of Financial Position
_Cash and cash equivalents 12,903,177,000 | 12,896,166,000 | 7,011,000
Receivables from non-exchange transactions 863,537,000 969,640,000 -106,103.000
Recervables from exchange transactions 574,798,000 574,792,000 6,000
Property, plant and equipment 2.980,782.000 | 3.040,148,000 | -59,366,000
Intangible Assets 834 408,000 677.196.000 157,212,000
Provisional Dividend 4,068,151.000 | 3,890,870,000 | 177,281,000
Trade and Other Payables 897,145,000 1,054,018,000 | -156,873.000
Payments received in advance 26,479,000 52,895,000 -26,416,000
Accumulated surplus 12,422 963,000 | 12,418,194,000 | 4,769,000

245. The reasons for the restatements and details of the adjustments were not provided for audit
review. Further, the differences were not reconciled or explained.

246. Under the circumstanced, the accuracy and validity of the balances reflected in the financial
statements for the year ended 30™ June, 2019 could not be confirmed.

Management response

247. The management informed the Committee that, the restatement of financial statements for
FY 2018 was necessitated by the Go-Live of the Oracle Enterprise Resource Planning (ERP)
in December 2018. The previous system, SUN Systems, only contained two (2) modules for
Ledger Accounting and Basic fixed Assets Register, additionally, there was no integration to
Spectrum Management System (SMMS) and Payroll and it required extensive data clean-up.




248.

249,
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251,

252.

The adoption of a new chart of accounts categonzed [inancial accounts in a structured way
to facilitate financial management and reporting, enabling better financial decision-making
and improving financial reporting.

This was in line with the strategic direction of the Authority to automate its processes and
there were several dependencies to successfully deliver the project including review of IT
policies, acquisition of backup tools, Data warchousing, development of roles matrix e.t.c.
The automation project commenced in 2017 finally going live in December 2018.

-Data validation was one of the key milestones of the automation in order o ensure integrity

of migrated data and 1o provide comparative figures for the financial year 2017-2018, noting
that no data validation had been done for legacy data from the former KPTC in 1999. The
vesting order under Legal Notice No. 158 dated November 15™, 1999 contained only a list
of physical assets, contractual liabilities and employees.

The restatement was effected in compliance with IPSAS 3 paragraph 50 on retrospective
restatements that states that *When it is impracticable to determine the cumulative effect, at
the beginning of the current period, of an error on all prior periods, the entity shall restate the
comparative information to correct the error prospectively from the earliest date practicable
in FY 2018/19)

The restatement also enabled the Authority to have more insights into data e.g breakdown
revenue from four (4) broad categories to over 60 revenue streams.

Committee Observation

The Committee observed that

The authority did not provide for audit review the reasons for the restatements and details of
the adjustments made to the financial statements leading to questions about the basis and
accuracy of these adjustments.

The Authority did not avail complete and reconciled financial and accounting
records/documentation in time for audit review and verification during the audit exercise
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.



Committee Recommendations
The Committee recommended that_

i.  Accounting officers should comply with the provisions of Section 68(2) of the Public
Finance Management Act, CAP 412A by submitting all the required information for audit
within the stipulated timelines.

. The Committee reprimands the then Accounting Officer for breach of Regulation 90 of the
PFM (National Government) Regulations, 2015 and section 62 of the Public Audit, Act
CAP 412B for failing to provide complete and reconciled financial and accounting
records/documentation i time.

2.0 Receivables from Non —Exchanges Transactions

253. The Committee heard that as disclosed in Note 19 to the financial statements, the statement
of financial position reflects a balance of Kshs 1,112,216,000 under receivables from non-
exchanges transactions as at 30" June, 2019. The following observations were made: -

2.1 Third Party Confirmation

254, During the year under review, a sample of 100 licensees were circularized but only four
responded. However, three respondents confirmed balances which differed with those in the
Authority’s records detailed below:

Debtor Balance of debtor | Balance as per Variance
as per Debtor debtor
listing confirmation (Kshs)
(Kshs) (Kshs)
Kenya Ports Authority 1,878,132 NIL 1,878,132
Telkom Kenya Lid 732,039,294 775,602,175 43,562,881
Smart  Application International | 2,711,683 NIL 2,711,683
Lid
Total 736,629,109 775,602,175

255.No reconciliations or explanations have been provided for the above vanances.
Consequently, it was not be possible to confirm the accuracy and fair statement of the
reported receivables balances [rom exchange transactions of Kshs. 1,112.216,000 as at 30™
June, 2019.

Management response

256. The management informed the Committee that, Kenya Ports Authority is a licensee with
various services including Fixed Station Mobile Services, Portable Station Mobile Services
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and Trunked Radio Network Services in respect of the frequency utilization fees for the
assigned frequencies/licenses.

257. Telkom Kenya Limited (TKL) had frequency assignments for: Mobile Wireless Access
Systems - Exclusive Assignment Bandwidth, Fixed Wireless Access Systems and Fixed
Links. The Operating Licenses held included: Application Service Provider, Content Service
Provider, Submarine Cable Landing Right and Network Facilities Provider — Tier 1
licenses, The amount declared by TKL amounting to Kshs. 775,602,175 includes 43,995,000
for USF.

258. Smart Applications International Ltd holds a Content Service Provider License. The licensee
reported Nil balance due to disputed billing and a credit note was subsequently issued.

Committee observations
The Committee observed that

Out of a sample of 100 licensees that were circularized only four responded and out of the four (4)
three respondents confirmed balances which differed with those in the Authority’s records and no
explanations were provided for the variances. This implies the authority’s financial records and
the resultant financial statements prepared from the said records may significantly be misstated
and thus misleading to the users.

Committee Recommendations
The Committee recommends that

The Committee reprimands the then Accounting Officer for providing inaccurate information and
therefore recommends that the cabinet Secretary apply sanctions to the Authority for providing
inaccurate information to the users of financial statements regarding its receivables or related
[inancial matters in accordance with section 204 (1) (¢) of PFM Act, CAP 412A.

2.2 Unsupported and Long Outstanding Debts

259.The Committee heard that receivables from non-exchange transactions balance of Kshs
1,112,216,000 1s net of accumulated provision for bad and doubtful debts of Kshs.
1,176,170,000. However, included i the latter balance is an amount Kshs. 318,413,690
relating to old debts which have been outstanding for over 20 years. The balance further
includes an unsupported amount of Kshs. 102,374,753 which has been outstanding from one
of the security agencies. Although debts has been provided for, no documents were provided
to indicate how the Authority has been following up on the recovery of the debts.

260.1In view of the foregoing, the accuracy and validity of the provision for bad and doubtful
debts amounting to Kshs. 1,176.170,000 as at 30" June, 2019 could not be confirmed.

84



Management response

261,

262

263.

264,

265

2606.

268.

269.

270.

The management informed the Committee that, the old debts are mostly owed by
Government institutions, amounting to Kshs, 301,366,271, and private institutions
amounting Kshs. 17,047,419.00. Bringing the overall total debt to Kshs. 318,413,690,

.The debts lack sufficient documentation as they were vested to the Authority from the

defunct Kenya Posts and Telecommunications Company in 1999 without data cleanup and
verification.

The 23™ Public Investment Committee report dated July 2™, 2020 recommended that the
Authority should continue pursuing the long outstanding debts and this has realised Kshs.
29.925,649.

The 23" Public Investment Committee report dated July 2, 2020 further recommended that
CA should request The National Treasury to write off the debts that are not recoverable.

. The Authority submitted request to The National Treasury to write-ofT debts amounting to

Kshs. 86,638,973. On 11™ October, 2023, CA held a meeting with the Acting
Director/Accounting Services with regards to the matter. However, the matter is still
pending.

The Authority has established a Debt Management Policy whose objectives include:
establishing a functional debt recovery procedure and strategy for outstanding debts. The
recovery of debts is supported by the Public Finance Management Act, 2012 Section 69 (1)
on the amounts that can be written off by the Accounting Officer and procedures for wnite
off.

.The debt recovery measures include making follow up through withholding of new

application services, type approvals, demand letters, emails, telephone calls, physical
meetings, conducting field visits, accepting payment plans, and enforcement that includes
license revocations.

The National Intelligence Service (NIS) owes the Authority Kshs. 102,969,953.30. The
Authority has made follow up to NIS to demand payment for the outstanding frequency fees,
which arose from frequency assignments.

However, The Ministry of ICT & Youth Affairs, in a letter dated 27" September, 2017
confirmed that The National Treasury had notified MOICTY A that the security agencies did
not have budgetary allocations to cater for the frequency utilization.

The 23 Public Investment Committee report dated July 2™, 2020; the Commitice

recommended that the Government should exempt securnty agencies from paying for
frequencies.
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271. Further, on 6" December, 2023, NIS stated that they are exempted from paying fees as per

the National Information and Communications Technology Policy of 2006 and further ICT
policy guidelines of 2020.

Committee observations

The Committee observed that

The matter was discussed by the Public Investment Commitiee (PIC) of the National
Assembly which, in its 23" Report recommended that the Director General of CAK should
continue pursuing the long outstanding debts with a view to recovering them and request
the Cabinet Secretary for the National Treasury to write off only those debts that cannot be
recovered.

The debts outstanding for over 20 years lack sufficient documentation as they were
inherited from the defunct Kenya Posts and Telecommunications Company in 1999
However no evidence was adduced to show the actions take by the authority to establish
their recoverability.

Debts amounting to Kshs. 301,366.271were owed by Government institutions including
security agencies.

Committee recommendations

The Committee recommends that

1l

Within three months of adoption of this report, the Accounting Officer should provide a
comprehensive report on the reasonable steps that have been taken to recover the debts and
the losses before initiating the write off process on account of being irrecoverable.

Within three months of adoption of this report, the National Assembly to initiate
amendments o Kenya Information and Communication CAP 41 1A to exempt the security
agencies from paying frequencies fees.

Within three months upon adoption of this report, Communication Authority of Kenya to
organize a roundtable meeting with the Cabinet Secretary National Treasury, Cabinet
Secretary Information Communication and the Digital Economy and the National
Assembly to deliberate on the matters regarding the long outstanding debts to security
agencies.

3.0 Trade and Other Payables — Third Party Confirmation

272.The Committee heard that, the statement of financial position reflects a balance of Kshs.

1,137.874,000 under trade and other payables which, as disclosed in Note 24 to the financial
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statements, includes trade payables of Kshs. 268,414,000. The trade payables include an
amount of Kshs. 4,178,830 owed 1o a construction company as at 30" June, 2019. However,
confirmation from the construction company revealed that the Authority owed nothing as at
30" June 2019.

273. Under the circumstances, the accuracy, validity and property of the trade and other payables
balance of Ksh. 1,137,874,000 as at 30 June,2019 could not be confirmed.

Management response

274. The Authority reconciled the Widescope Construction Limited account and noted that it had
arisen from capture of the retention amount. This amount had already been captured when
the initial invoice was submitted.

Committee Observation
The Committee observed that

i.  Communication Authority of Kenya breached section 6.1 of its Finance Policies Manual
which requires the authority to prepare and review monthly supplier statement
reconciliations.

ii.  There discrepancy on the trade and other payable between Communication Authority of
Kenya records and the Widescope Construction Limited records had resulted in the
overstatement the payables and the corresponding expenditure by Kshs. 4,178,830 thus
did not show true and fair view to the users of financial statements hence misleading. This
improper recording or double counting of transactions may be scheme to defraud the
authority through fictitious transactions,

Committee Recommendations
The Committee recommends that

The Committee reprimands the then Accounting Officer for contravening section 62 (1)(c) of
Public Audit Act, CAP 412B.

4.0 Revenue and Non - Exchange Transactions

275.The Committee heard that, the statement of financial performances reflects an amount of
Kshs. 8,525,314,000 being revenue from non-exchange transactions which, as disclosed in
Note 6 to the financial statements, comprised of Kshs.7,111.816,000, Kshs. 1,410,445,000,
Kshs. 2,995,000 and Kshs. 58,000 in respect to annual frequency license fees, annual
operating license fees, application fees and approval and registration fees, respectively.
However, it was observed that forty (40) annual operating licenses for various operators
invoiced at a total of Kshs. 106,018,499 were not based on the most recent linancial
statements of the licensee.
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276. Consequently, the accuracy and completeness of the reported revenue from non-exchange
transactions of Kshs.8525314000 for the year ended 30™ June, 2024 could not be confirmed.

Management response

277.The management informed the Committee that, prior to the Financial Year 2020/2021,
billing was based on submitted audited financial statements but beginning FY 2020/21,
billing of licensees is based on immediate past audited financial statements from the licensees
before the commencement of the Financial Year. The deadline for this submission is set as
15" July of every year for their annual returns which also incorporates the audited financial
statements

278. However, some licensees fail to submit their financials within the deadline. In the past years,
the Authority billed based on the most recently available financials and issuance of adjusting
Debiv/Credit notes upon submission of the financial statements. Additionally, the Authority
has implemented a system for tracking the non-submission of audited financial statements
from lLicensees.

279. As an improvement action the Authority has proposed modification of the licence conditions
to include penalties for late submission and revocation for non-submission of returns. The
proposed amendments 0 KICA has been forwarded to the Ministry of Information
Communications and Digital Economy.

Committee observations
The Committee observed that;
i.  Forty (40) annual operating licenses for various operators invoiced at a total of Kshs.
106,018,499 were not based on the most recent financial statements of the licensee.
Therefore, the authority went against its own policy of using most recent audited financial

statements as the basis of charging license fees which was unfair to both the licensees and
the authority.

1. The authority’s assertion that it has proposed modification of the licence conditions to
include penalties for late submission and revocation for non-submission of returns was not
supported by documentary evidence.

Committee Recommendations

The Committee recommends that

1. The Committee reprimands the then accounting Officer for breach of law by using an
arbitrary basis of levying revenue from the licenseces.



i, Within three months upon adoption of this report, the Accounting Officer Communication
Authority of Kenya should come up with an approved billing policy for licenses in line with
the governing laws and submit to the National Assembly and the Auditor-General for review.

5.0 General Expenses

2R80. The Committee heard that, as disclosed in Note 14 to the financial statements, the statement
of financial performances reflects an expenditure of Kshs. 1,962,978,000 in respect of
general expenses. The following unsatisfactory issue were observed:

5.1. Unsupported Consultancy Services

281. The expenditure of Kshs.1,962,978,000 under general expenses includes an amount of Kshs.
229,073,000 in respect of consultancy fees. Examination of this account indicated that
amount of Kshs. 14,750,000 and Kshs.3,360,409 were paid for digital forensic and national
addressing system and e-commerce trainings, respectively. However, documents supporting
the procurement method used in the selection of the service providers were not provided for
audit verification. Consequently, the accuracy and propriety of the expenditure of Kshs.
18,110,409 on consultancy for the year ended 30™ June, 2019 could not be confirmed.

Management response

282.The management informed the Committee that, the African Advanced Level
Telecommunications Institute (AFRALTI) is an Inter-Governmental body established in
1993 to spearhead ICT development efforts mainly in English-speaking Africa. AFRALTI
under its establishing agreement enjoys such privileges and immunities as are necessary for
it 1o fulfil its purposes and carry out its functions.

283. The Government of Kenya is a member and the host of the AFRALTI, which is a designated
UN centre of excellence in ICT training for Anglophone Africa. The Authority is the
designated Government representative to AFRALTI, and as such meets the annual
membership fee and other obligations as spelt out in the Intergovernmental Agreement as
well as the host country agreement.

284. As part of its obligations as a member and the host of AFRALTI, the Authority is required
to promote the uptake of specialised ICT capacity building programmes offered at the
Institute in order to ensure the institution is self-sustaining.

285. In this regard, the AFRALTI Governing Council has regularly requested member countries
to support the Institute by sending their staff to attend AFRALTI organised courses (See
resolutions Nos 38 of the 50th Meeting of the AFRALTI Governing Council held in August
2015 in Victoria Falls, Zimbabwe: Resolution no 50 of the 51st Meeting of the AFRALTI
Council held in Livingstone, Zambia, in March 2015; Resolution No 13 of the 53rd Meeting
of the AFRALTI Governing Council held in February 2017 in Uganda.
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286. Pursuant to the establishing Agreement of AFRALTI and Section 4(2)(f) of the Public
Procurement and Assets Disposal Act, 2015, [PPAD], procurement activities relating to
AFRALTI do not fall within the remit of the PPAD due to the multilateral nature of the
agreement between the Government of the Republic of Kenya and other countries.

Committee observations
The Committee observed that -

An amount of Kshs. 14,750,000 and Kshs.3,360,409 were paid for digital forensic and national
addressing system and e-commerce trainings, respectively. However, documents supporting the
procurement method used in the selection of the service providers were not provided for audit
verification.

Committee recommendations
The Committee recommends that

The Accounting Officer should at all times provide supporting relevant documentation for audit
pursuant to section 62 of the Public Audit Act.

5.2. Corporate Affairs

287. The Committee heard that, the expenditure of Kshs. 1,962,980,000 under general expenses
includes Kshs. 44,334,000 in respect of corporate affairs out of which an amount Kshs.
40,720,914 was paid as support for activities or sponsorship programmes that were not in the
work plan for the Corporate Affairs Department. However, the selection criteria of the
corporate affairs projects were not provided for audit review. Further, the amount of Kshs.
40,720,916 was miss-posted to corporate affairs as there i1s a separate corporate social
responsibilities account under the general expenses.

288. In view of the foregoing, the accuracy and propriety of the corporate affairs expenditure of
Kshs. 44,334,000 for the year ended 30" June, 2019 could not be confirmed.

Management response

289. The management informed the Committee that, out of the Kshs.40,720,916 in question,
Kshs.40 million was in respect to a partnership with the Kenya Broadcasting Corporation
(KBC) to acquire exclusive broadcasting rights for the 2019 African Cup of Nations
(AFCON) held from 21* June to 19" July. 2019 in Cairo, Egypt. In return, the Authority was
to harness the large viewership of the tournament to create awareness on its mandate across
various platforms including KBC Channel 1, Radio Taifa and 12 other stations countrywide
through targeted radio and television commercials.
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290,

291.7

292.

293,

In particular, the benefits accruing from the partnership included a total of 100 minutes of
advertising during the tournament on KBC TV Channel 1, branding of the set during the
official opening and closing ceremonies, 30 minutes of advertising air time on Radio Taifa
and 12 other stations. The partnership was, therefore, purposely meant to access prime
airtime on KBC TV Channel 1 and 13 FM radio platforms during the live broadcast of the
tournament as indicated in the approval request to the Director General.

I'he Government of Kenya is a member and the host of the African Telecommunication
Union (ATU), which is a specialized agency of the African Union, n the field of
telecommunications. ATU provides a forum for stakeholders involved in ICT to formulate
effective policies and strategies aimed at improving access to information infrastructure and
services.

In addition, the Union represents the interests of its members at global decision-making
conferences and promotes initiatives. The ATU Day which is marked on 7" December is an
annual event that commemorates the founding of the ATU and is also observed to create
awareness of the transformation brought by ICTs. Every year, the ATU leverages the day to
encourage member states 1o undertake programmes to enhance the uptake of ICTs across the
continent. In recognition of the importance of the day and as part of its member obligations
to ATU, the Authority on 7" December 2017, ran a supplement in The Standard newspaper
to showcase the milestones achieved in the ICT sector, particularly in ICT innovations, under
the theme, ‘Development of the Digital Economy and Impact of Services and Applications
on Socio-Economic Development in Africa.” In this regard, the Authority made a payment of
Kshs. 720,916.

In light of the foregoing, the budget for the partnership was drawn from the advertising vote
under the corporate affairs budget. The expenditure was, therefore, correctly charged under
the corporate affairs budget. Thus, the associated entry was not a mis-posting. The activity
was anticipated beforchand and the associated budgets provided for under the advertising
vote. KBC is the national broadcaster and a fully owned Government enterprise.

Committee observations

The Committee observed that

An amount Kshs. 40,720,914 paid as support for sponsorship and partnership programmes
with the Kenya Broadcasting Corporation (KBC) to acquire exclusive broadcasting rights
for the 2019 African Cup of Nations (AFCON) held from 21* June to 19" July 2019 in
Cairo, Egypt was not in the work plan of the authority.

There was no selection criteria of the corporate affairs projects, which could lead 10
misallocation of public funds.
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iil.

The explanation that the Kshs. 40,720,916 was miss-posted to corporate affairs account
was misleading since this was an irregular reallocation of public funds contrary to section
43 (2) of the PFM Act, CAP 412A that prohibits state corporations to reallocate funds
between programmes. Further, the expenditure contravenes section 12 of the State
Corporations Act, CAP 446 by spending without budget for the item.

Committee recommendations

The Committee recommends that

The Commuittee reprimands the then Accounting Officer for breach of section 43 (2) of the
PFM Act, CAP 412A that prohibits state corporations to reallocate funds between
programmes and section 12 of the State Corporations Act, CAP 446 by spending without
budget for the item.

The Accounting Officer must always ensure that he/she carries out a cost benefit analysis
between the expected costoutlay and the actual revenue to be generated by the authority 1
to justify the decision to adopt a strategy or incur expenditure.

6.0 Unresolved Prior Year Matters

294. The Committee heard that, various prior year issues as detailed under progress on follow up

of auditor’s recommendations section of the financial statements remained unresolved as at
30" June, 2019. Management did not provide reasons for the delay in in resolving the prior
year audit issues.

Management response

295, The management failed to submit response for the unresolved prior year matters.

Committee observations

The Committee observed that

The Committee observed that the accounting officer did not respond to this audit query.

Further, the Accounting officer was i breach of the Section 81(3) of the PFM Act CAP,
412A  which states that the accounting officer shall prepare the financial statements in a
form that complies with the relevant accounting standards prescribed and published by the
Accounting Standards Board from time to time

In addition, the Accounting Officer contravened Section 31 (1) (a) of the Public Audit Act,
CAP 412B that states that, within three months after Parliament or the County Assembly
has debated and considered the final report of the Auditor General and made
recommendations, a State Organ or a public entity that had been audited shall, as a
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preliminary step, submit a report on how it has addressed the recommendations and
lindings of the previous year's audit.

Committee Recommendations

The Committee recommends that

The Committee reprimands the Accounting Officer for breach of Section 81(3) of the PFM Act,
CAP 412A and Section 31 (1) (a) of the Public Audit Act CAP 412B. The Accounting officer must
always ensure adherence to laws, regulations, regulatory frameworks and policies in place.

7.0 Employee Costs — Acting Allowances

296.

297.

The Committee heard that, as disclosed in Note 10 to the Financial Statements, the statements
of financial performance reflects and expenditure of Kshs.1,196,080,000 under employee
costs. Examination of this account revealed that an amount of Kshs. 15,000,000 was paid as
acting allowances for 37 officers who have been in acting positions that fell vacant, with
some dating far back as 2015. This is contrary to the Authority’s Human Resource
Management Policy and Labour laws which require one to serve in an acting capacity for
periods not exceeding 6 months.

Consequently, the validity of the acting allowance payments amounting to Kshs. 15,000,000
could not be confirmed.

Management response

298.

299:

The management informed the Committee that, the authority acknowledges that there were
staff who acted for a period beyond the six (6) months. This was partly caused by the lack
of a quorate Board for the financial year FY 2018/19 period. Additionally, the advertisement
for filling vacant positions was contested resulting in protracted litigation and a court order
under ELRC No. E161 of 2021 dated January 25" 2022. These factors further delayed the
Authority from filling the positions.

The acting appointments were necessitated by vacant positions at higher levels that required
acting appointments for continuity and execution of duties and due to the long process ol
recruitment it took a while to fill the positions. This has since been corrected by recruitments
in 2021/2022 and 2022/2023.



Committee observations

The Committee observed that

The Accounting Officer breached Section 34 (3) of the Public Service Commission Act, CAP 185
which states that an officer may be appointed in an acting capacity for a period not exceeding six
months.

Committee Recommendations

The Committee recommends that

i.  The Committee reprimands the then Accounting Officers for not adhering to the provisions
of section 34 (3) of the Public Service Commussion Act, CAP 185,

1. Within three months upon adoption of this report, the Inspector General State Corporations
to surcharge and recover Kshs. 15,000,000 (and any other subsequent amount paid) from
the then Accounting Officer (s) paid as acting allowances beyond the stipulated period of
six months.

8.0 Internal Audit-limitation of expertise
300. The Committee heard that, the internal audit reports presented for audit review did not cover
key areas like broadcasting, frequency, broadband and I'T, which represents the core business
of the authority. Due to the nature of the authority’s business and being a technical sector the

internal auditors appeared to be limited in the requisite technical expertise and may therefore
not give adequate and useful reports to guide in the operation of the authority.

Management response

301. The management failed to submit response for the matter on internal audit-limitation of
expertise.

Committee Observation
The Committee observed that
1. The Accounting Officer did not respond to this audit query.
1. The internal audit reports did not cover key areas of the authority’s core business like

broadcasting, frequency, broadband and IT, thus pointing to weaknesses in governance and
internal controls.
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Committee Recommendations
The Committee recommends that

The Committee reprimands the then head of the internal for failing in executing the functions of
the audit committee outlined in Regulation 175 of the PFM (National Government) Regulations,
2015.

3.0 EXAMINATION OF THE REPORT OF THE AUDITOR-GENERAL ON THE
AUDITED ACCOUNTS OF THE CHILD WELFARE SOCIETY OF KENYA FOR
THE FINANCIAL YEAR 2014/2015

Ms. Irine Mureithi CEQ /Managing Trustee Child Welfare Society of Kenya (CWSK)
was accompanied by Mr. Charles Maina (Finance), Ms. Lucy Boit (Finance), and Mr.
Henry Kagondo (Finance)appeared before the Committee to adduce evidence on the
Audited accounts of the Child Welfare Society of Kenya (CWSK) for the Financial year
2014/2015.

1.0 Property, Plant, and Equipment

302. The Committee heard that the statement of financial position as at 30" June, 2015 reflected
a property, plant, and equipment balance of Kshs. 1,528,128,787. Out of this,
Kshs.1,209,060,340 related to land and buildings in various parts of the country. It was
further reported that several parcels of land lacked ownership documents, with some still in
the process of acquiring titles, while others were in court disputes or under recovery
following illegal grabs. As a result, the accuracy of the property, plant, and equipment
balance could not be confirmed.

Management Response:

303. The Management informed the Committee that they acknowledged the issue, explaining that
cfforts were ongoing to resolve ownership disputes and recover grabbed land. The
Management further informed the Committee that the process of acquiring the necessary title
deeds was underway, but legal proceedings and disputes had delayed the finalization.

Committee Observations:

The Committee observed that

i.  Child welfare Society of Kenya (CWSK) does not possess ownership documents for
sixteen (16) parcels of land located across the country.

1. The ownership of several parcels of land belonging to the Society have been grabbed while
others are in are in court disputes,
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Commitiee Recommendations
The Committee recommends that

i.  Within three (3) upon adoption of this report, the Accounting Officer Child Welfare
Society of Kenya should liaise with the Ministry of Lands, and the National Land
Commission to ensure that they secure ownership documents for all the Society land and
report back to the National Assembly.

i.  Within three months upon adoption of this report, the Accounting Officer should expedite
the conclusion of the court cases and fast-track the acquisition of title deeds and submit a
status report to the Committee.

2.0 Budget and Budgetary Control (Revenue)

304. The Committee was informed that, Child Welfare Society of Kenya (CWSK) had budgeted
to receive Kshs, 3,421,759,335 in revenue for the financial year. However, actual receipts
amounted to Kshs, 810,490,248, resulting in a shortfall of Kshs. 2,611,269,087, or 76%. This
shortfall was mainly due to the significant difference between the budgeted and received
government grants for development and recurrent expenditure.

The table below shows the budgeted and actual revenue breakdown:

Source Budget Actual Shortfall Variance
(Kshs.) (Kshs.) (Kshs.) %o
Government Sy "12,700,000,000 |400,000,000  |(2.300,000,000) |(85%)
Development
Government Grants - Recurrent |672.614.335 361,250,000  |(311.364.335) (46%)
Other Grants 45,523,000 45,232 861 (290,139) (1%)
Other Income 3.622.000 4,007,387 385,387 11%
Total 3,421,759,335 (810,490,248 |(2,611.269,087) |(76%)

Management responses

305. The management informed the Commuittee that, the revenue shortfall was due to a budgetary
allocation shortfall. The management explained that the Child Welfare Society of Kenya
(CWSK) had requested the entire budgeted amount, but only Ksh 810,490 248 was allocated.
In response, the Trustees had increased their fundraising efforts.
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Committee observations

The Committee observed that

Child Welfare Socicty of Kenya (CWSK) had reported a shortfall in receipts of Kshs,
2,611,269,087 translating to 76% of the budgeted revenue. The shortfall e affected the planned
activities and impacted negatively on service delivery to the public.

Committee Recommendations

The Committee recommends that

i.  The Accounting Officer must at all times ensure that the budgets are realistic, achievable
and always adhere to annual work plans, procurement plans and revenue collection
schedules in compliance with Regulation 44(2) of the PFM (National Government)

Regulations, 2015,

ii.  The National Treasury should endeavour to always provide adequate funds 10 enable the
society achieve its mandate.

3.0 Expenditure

306. The Committee heard that, CWSK had underspent of 46% on the approved budget, with
actual recurrent expenditure amounting to Kshs.362,648,756, compared to the budgeted
Kshs. 672,614,335, In some program areas, such as child labor, emergency preparedness.
and crisis pregnancy programs, there was no spending at all. Additionally, expenditures
financed from grants and other income were underspent by Kshs. 4,652,209, or 9.4%.

The table below highlights the budgeted versus actual recurrent expenditure:

Children

o Budget Actual Underspending |[Underspending

Programme/Activity (Kshs.) (Kshs.) (Kshs.) o,
Capacity Building, Research.ly; 30 000 (6,684,216 [33,315,784 (83%)
and Advocacy
Child Labour, CSEC, Street

> ’ 225 = 225 00%
Child Trafficking 18,225,800 18,225,800 (1 o)
Education & Skills
Development for Unreached (40,000,000 [10.125.000 (29,875,000 (75%)

g '}'




2 g Budget Actual Underspending |Underspending
Programme/Activity (Kshs.) (Kshs.) (Kshs.) %
ﬁ'“""g"“"-“ Preparedness and, 1, 500 000 |- 100,000,000 (100%)

esponse

Family — Strengthening &5, 050 000 1,000,000  |49,820,000 (98%)
Family Tracing
Foster Care & Guardianship  |50,820,000 (7,919,430 |42,900,570 (84%)
Adoption 19,140,000 3,072,361  |16,067.639 (84%)
Operating Expensces 24,891,000 11,000,251 [13.890,749 (56%)
Personnel Costs 251,500,000 [269.816,464 |(18.316.464) T%
Crisis Pregnancy Adolescence| .. —

’ 3 0
& HIV/AIDS Programmes | 0022093 5,622,563 (100%)
Temporary Places of Safetyl,, so4 575 153,031,034 |17.563.538 (25%)
(Children's Homes)
Total 072,614,335 362,648,756 | 309,965,579 (46%)

Management responses

307.The management informed the Committee that underspending occurred because the
exchequer had only released Ksh 362,649,759, agamnst a budgeted amount of Ksh
672,614,335, leaving a balance of Ksh 309,965,578,

Committee Observations

The Committee observed that

1. The management response that the society received disbursements of Kshs. 362,649,759 is
misleading since under receipts the society had reflected Ksh. 810,490,248 as the actual
receipts. Therefore the under-absorption of  Kshs. 309,965,578 is not sausfactorily

explained.

308.Child Welfare Society of Kenya (CWSK) had under-absorbed Kshs. 309,965,578 of the
disbursements, which affected the planned activities and impacted negatively on service

dehivery to the public.
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Committee Recommendations

The Committee recommends that

i.  The Accounting Officer must at all times ensure that the budgets are realistic, achievable
and always adhere to annual work plans, procurement plans and revenue collection
schedules in compliance with Regulation 44(2) of the PFM (National Government)

Regulations, 2015.

ii.  The Committee recommends that Child welfare Society of Kenya diversifies its revenuc

base to reduce over reliance on Government support.

iii.  The National Treasury should ensure adequate funding for CWSK and other similar Public
entities relying on the exchequer and that disbursements as made in time and as approved.

4.0 Development Expenditure

309.The Committee heard that CWSK had budgeted to spend Kshs. 2,700,007,737 on
development projects. However, actual expenditure was only Kshs. 400,000,000,
representing an under-expenditure of Kshs. 2,300,007,737, or 85%. The under-expenditure
was attributed to inadequate government funding.

The table below shows the development expenditure details:
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o Budget Actual Underspending |Underspending
Kraprasmea Activiby (Kshs.) (Kshs)  |(Kshs.) A
Capacity Building, Research.\gy 250000 4,689,234  [50,030,766  |(91%)
and Advocacy
Child Labour, CSEC, Street o
Child Trafficking 50,000,000 50,000,000 (100%)
Education & Skills
Development for Unreached| 185,500,000 15,898,532 |169,601,468 (91%)
Children
Emergency Preparedness and y

105,530,020 19,044,921 96,485,099 (91%)

Response
Family = Strengthening &) 760,000 [18,149.941 [143.610,059  [(89%)
Family Tracing | ' ° | ) o
Foster Care & Guardianship  [300,000,000 300,000,000 (100%




Budget Actual Underspending |Underspending

Programme/Activity (Kshs.) (Kshs.) (Kshs.) o,

Alternative Family Care and

. 3 C g]o
Adoption ngmmmc 145,566,000 12,476,410 [133.089.590 (91%)

Operating Expenses 200,122,099 130,008,776 [170,033,323 (85%)
Awareness Crisis Pregnancy

Adolescence and HIV/AIDS|5,049.618 432,800 4,616,818 (91%)
Programme

Temporary Places of Safety

: ; 26 0|3 253,896, Yo
(Including Children's Homes) 11,760,000 |37,863,576 253,896,424 (87%)

Upgrading CWSK Places o]

: 1,200,000,000 (271,435,810 (928,564,190 (77%)
Safety

Total 2,700,007,737 400,000,000 2,300,007,737  |(85%)

Management responses

310. The management informed the Committee that, CWSK had not received the full amount
requested for development expenditure. The management stated that they had requested Ksh
2,700,007,737 but only received Ksh 400,000,000.

Committee Observations

The Committee observed that

The Committee noted with concern that CWSK was underfunded by Kshs.2,300,007,737
translating to 85% of its development budget. This negatively affected its ability to execute
projects and deliver services to the public.

Committee Recommendations

The Committee recommends that

The Accounting Officer must at all times ensure that the budgets are realistic, achievable and

always adhere to annual work plans, procurement plans and revenue collection schedules in
compliance with Regulation 44(2) of the PFM (National Government) Regulations, 2015.
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4.0 EXAMINATION OF THE REPORT OF THE AUDITOR-GENERAL ON THE
AUDITED ACCOUNTS OF THE SACCO SOCIETIES REGULATORY AUTHORITY
FOR THE FINANCIAL YEARS 2017/18 -2019/2020.

Mr. Mr. Peter Njuguna, Chief Executive Officer, Sacco Societies Regulatory Authority
was accompanied by Ms. Roseline Regama Corporation Secretary, Ms. Flora Kimari,
Manager Finance and David Sadaje, Director, Corporate Affairs appeared before the
Committee to adduce evidence on the Audited accounts of the Sacco Societies Regulatory
Authority for the Financial year 2017/2018 — 2019/2020.

FINANCIAL YEAR 2017/2018
1.0 Lack of Board Chairman

311. The Committee heard that, the chairman’s position fell vacant on 6" February, 2017 when
the former Chairman exited. During the year under review, the Authority operated with five
board members without a substantive Chairman, contrary to Section 1 of the Mwongozo
Code of Governance and Section 6 (1)(a) of the State Corporation Act.

Management response

312. The management informed the Committee that, it is true that at the close of the financial year
for 2017/2018, the Authority did not have a substantive chairman of the board. However,
this position was filled on 20" September, 2018 through the appointment of Hon. John
Munuve. The other two positions of independent board members were filled upon the
appointment of Dr Sammy Letema and Hon. Silas Muriuki on 31¥ December, 2018. These
appointments brought the board’s composition to the required seven (7) members in
accordance with Section 1 of the Mwongozo Code of Governance and Section 6(1)(a) of the
State Corporation Act.

Committee observations:
The Commitiee observed that

The authority operated without a substantive Chairman contrary to Section | of the Mwongozo
Code of Governance and Section 6 (1)(a) of the State Corporation Act, CAP 446,

Committee recommendations:
The Committee recommended that
The Committee reprimands the Cabinet Secretary for Co-operatives and Micro, Small and Medium

Enterprises (MSMEs) for the delays in constituting the existing vacancies in the Sacco Societies
Regulatory Authority’s Board.
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FINANCIAL YEAR 2018/2019

1.0 Financial Performance

313. The Committee heard that, the statement of financial performance reflects a net deficit of
Kshs 45,539,596 (2018: Kshs 51,494,563) representing 12% (2018:15%) of revenue. The
deficit was occasioned by the failure of the Authority to achieve its budgeted revenue of Kshs
420,692,000 by Kshs 48,849 879 as reflected in the statement of comparison of budget and
actual amounts.

314. Management should therefore put in place measures with a view of generating more own
revenue,

Management response

315.The management informed the Committee that, it was true that the Authority reported a
deficit of Kshs.51,494,563 and Kshs. 45,539,596 for the f(inancial years 2017/18 and
2018/2019, respectively. It is important for the Committee to note that a portion of these
deficits was made up of non-cash items, namely, provision for staff leave, provision for
gratuity, provision of audit fees, depreciation, and amortization. These non-cash items
represented 5% and 8.4% of the total expenditure for the financial years 2017/18 and
2018/19, respectively. An analysis of the non-cash items from the financial year 2017/18 to
2021/22 and their impact on total expenditure is illustrated in the table below;

Analysis of Total expenditure and non-cash items

Financial Year
2017/18 2018/19 2019/20 2020/21 2021/22

Total Expenditure
(Kshs) 397,402,168 | 417,381,717 | 430,853,497 | 460,303,125 [ 571,277,706

Depreciation and
amortization 12,264,044 | 25,824,841 33,312,309 69,180,648 111,701,190
{Kshs.)

Provision for
Gratuity 2,008,800 2,008,800 1.431.270 < 2,901,290

Provision for
Staff leave 5.314.843 6,723,183 5.756,637 4,264,590 7,918,642
(Kshs)

Provision for
Audit Fees 487.200 487.200 487,200 487.200 500,000
(Kshs)

Total Non cash
iems 20,074,887 | 35,044,024 40987416 73,932 438 123.021.122
(Kshs)
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% ol non cash
items o total | 5.05% 8.4% 9.5% 16% 21.5%
expenditure

316, Further, the Committee was informed that to enhance its financial sustainability and

effectively fulfill its supervisory and regulatory mandate, the Authority amended the 2011
levy order. The levy rate charged on deposits of regulated saccos increased from 0.125% in
2018 10 0.175% in 2022. This amendment of the levy rate, combined with the growth of
deposit liabilities of regulated saccos over the years, from 341,91 million in 2018/19 to
563.89 million in 2022/2022, has had a positive impact on the authority’s revenue. The
authority's revenue has grown from Kshs. 371.8 million in 2018/19 to Kshs. 538 million in
2022/2022, which has enabled the authority to cover operational costs, including
supervisory costs, hence improving the financial performance of the authority. An analysis
of total revenue and total expenditure is as illustrated in the table below.

Analysis of total Revenue and Total Expenditure

Financial Year

2018/19 2019/20 2020/21 2021/22
Total Revenue
(Kshs) 371,842,121 477,171,713 435,335,506 538,438,709
Total expenditure
(Kshs) 417,381,717 | 430,853,497 460,303,125 | 571,277,706
Surplus/ Deficit
(Kshs) (45.539,596) | 46.318.216 (21.967.619) | (32.838.997)

Committee Observations

The Committee observed that

The authority’s total expenditure was higher than its total revenue thus occasioning the
deficit amounting to Kshs. 45,539,596. This affected the planned activities and impacted
negatively on service delivery to the public,

The poor financial performance, if not addressed through an effective strategy may lead to
severe inancial and operational difficulties in the near future.

Committee Recommendations

The Committee recommended that

Within three months upon adoption of this report, the Accounting Officer should document and
submit a report to the respective Departmental Committee on the cost-effective strategies devised
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to enhance revenue collections in order to effectively fulfill its supervisory and regulatory mandate
as per the amended 2011 levy order.

FINANCIAL YEAR 2019/2020

1.0

Implementation of Risk-Based Supervision System Project

317.The Committee heard that, during the year under audit, the Authority had budgeted

318.

319.

320.

expenditures of Kshs 547,432 467 and Kshs. 215,320,742 under recurrent and development
budgets, respectively. The development budget included an amount of Kshs 206,761,742 for
the implementation of Risk Based Supervision System (RBSS) project which included an
amount of Kshs. 201,761,742 rolled over from the previous financial year,

Examination of available records revealed that the Authority signed a contract with three
local firms for the supply, installation, configuration, customization, testing and
commissioning and maintenance of a risk-based supervision system, electronic document
management system and related hardware system at a contract sum of Kshs. 206,422 869.
The commencement date for the contract was 21% February, 2020 for a period of six (6)
months with an expected completion date of 20™ August, 2020.

According to the project timelines set out at schedule six of the signed contract, the project
should have been at the deployment phase (integration to ERP and optimization, data
preparation and migration) four months after the commencement of the contract. However,
no documentary evidence has been provided for verification to confirm the project
implementation status and ascertain whether the project objectives will be met since the
contract period has expired. In addition, the management has not provided explanations for
the level of budget absorption.

Consequently, value for money may not have been obtained on the project.

Management response

321,

The management informed the Committee that, the Risk Based Supervision System (RBSS)
implementation was a process based on milestones as provided for in the contract. Though
the contract was signed on 21% February, 2020, for six months, the kick-off meeting was held
on 4" March,2020 to agree on the project objectives, effectively making the completion date
September 2020. However, due to the COVID-19 pandemic, the implementation of the
project did not kick off as per the contract, thus pushing the commencement of the project to
May 2020. The work plan was extended to 27" November, 2020, and another extension was
granted up to 30™ March, 2021 at the vendor's request.
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Deliverables as at 30" June, 2020

322. There was no deliverable as at 30™ June, 2020 as the vendor was still engaged in the process
during this period as follows:

1. Electronic Document Management System (Automation of the Registry)

e Mobilization of personnel, five work streams, manned by 18 staff had been instituted

e The process involved, obtaining files from Supervision staff at the registry, removal of
staples, scanning, stapling back and returning the files

e Asat 30" June, a total of 600 files had been scanned however the quality of the scanned files
was rejected by the Authority.

Thus. the Authority’s validation process invalidated this exercise and there was no tangible
delivery as at 30" June 2020.

it. Delivery of the Hardware - The vendor was in the processes of collecting the equipment and
clearing them at the port. No delivery as at 30" June 2020.

iii. The RBSS Software- First attempt on presentation of the standard package was not fruitful, thus
not delivered.

iv. Business Intelhgence and Data Warchouse
This was not mobilized as at 30™ June, 2020

v. Integration and Training - This was dependent on the achievement of the above, thus not done
by 30" June, 2020,

323. The Committee was informed that no milestone had been achieved as at 30™ June, 2020,
hence no payment was made by the end of financial year. However, on 13" July 2020, the
vendor delivered milestone 11 and Milestone IV, These milestones included delivery of
hardware and installation of test environment and the demonstration of bidders standard
RBSS and EDMS package, collectively marking 50% completion of the project’s milestone.
The two milestones were delivered at a total cost of Kshs. 103,211,434.90,

324. The Committee was further informed that despite efforts by the Authority to ensure the
project was fully delivered as per the contract terms, the vendor failed to fulfill the remaining
part of the project milestones. Subsequently, upon expiry of the contract period and non-
performance by the vendor, the Authority sought guidance from the office of the Attomey
General (AG) on retendering of the outstanding milestones. This was granted and Authority
proceeded to retender for the remaining part of the project upon ensuring compliance with
the Public Procurement and Asset Disposal Act and Public Finance Management Act, which
delayed the re-tending to 2023.
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325.The Authority 1s in the process of executing the remaining portion of the project and has
successfully advertised for the outstanding project components, with the procurement
process largely completed and implementation projected for conclusion within the 2024
2025 financial year.

Committee observations

The Committee observed that -

1. The project has not been completed to date despite the assertion by management that
Covid-19 pandemic contributed to the delay in the project implementation.

. The contract price for the risk-based supervision systems (RBSS) was Kshs.206,422 869
with a completion date of 20™ August, 2020. However, only two milestones were achieved
at cost of Kshs. 103,211, 435 by 30" March, 2021 in which the contract was terminated and
re-advertised and thus the contract completion date and value for money were not achieved.

. The procurement process had been completed and implementation projected for conclusion

within the 20242025 financial year. However, the Accounting Officer did not provide the

¢ contract price for the new re-tendered deliverables and price escalated due to inflationary
effects.

iv.  There was no evidence that, compensatory damages was sought by the authority on account
of failure by the vendor to deliver as per the terms and conditions of the contract. Besides
it was not proved that the performance security was utilized to cover the damages.

Committee recommendations
The Committee recommended that

i. Within three months upon adoption of this report, EACC to investigate the circumstances
under which the first contractor was awarded the tender without the capacity to deliver,
whether the then Accounting Officer performed due diligence before award of the tender and
if feasibility studies was conducted before initiating the procurement process. also establish
whether there were any economic crimes perpetuated by the officers or any other person
involved in the project implementation and submit a report to the Committee. If any officer or
person 1s found culpable, he/she should be held personally hable for any amount lost. DPP
should initiate a legal process to recover the amount so lost with interest from the concerned
officer(s) at the prevailing CBK rates.

il. The Committee reprimands the then accounting ofTicer(s) and any other officer(s) involved the

procurement and implementation process of the project due to the delay and lack for value for
money.
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2.0 IT Control Issues

326. The Committee heard that, Section 110(1) of the Public Finance Management (PFM)
Regulations 2015, requires the Accounting Officer for a national government entity to
institute  appropriate access controls needed 1o minimize breaches of information
confidentiality, data integrity and loss of business continuity. However, review of 1CT
function revealed management had not put in place;

a) Information Technology governance controls (Strategic IT Committee and 1T Steering
Committee)

b) ICT Continuity Back Ups were not stored in a secure offsite storage facility.
¢) Copies of the IT continuity plan and Disaster recovery plan were not kept off-site.

327. The non-establishment of an IT Strategic Committee at the board level could result in gaps
regarding 1T Governance, as part of enterprise governance not being adequate.

Management response

328. The management informed the Committee that, it takes note of the recommendation to
promote efficient and effective ICT governance through an appropriate institutional
framework. The authority is in the process of revamping its Disaster Recovery system,
including the acquisition of additional servers to enhance replication from primary to
secondary sites. Backups and copies of the IT continuity plan and Disaster Recovery Plan
will also be stored offsite.

329. The Committee was further informed that the current status is that the authority has
implemented the audit recommendations on ICT controls and now has a functional offsite
disaster recovery site where the backups are securely stored. In addition, there is an 1CT
policy that includes a disaster recovery plan and a backup policy.

Committec observations

The Committee observed that

1. The Committee noted that the absence of a Strategic I'T Committee and IT Steering Committee
indicated a gap in IT governance, resulting in a lack of oversight and strategic direction for the

entity's ICT functions, potentially impacting overall enterprise governance.

il. The Committee observed that the initial lack of offsite storage for ICT backups, along with the
absence of offsite copies of the IT continuity plan and Disaster Recovery Plan, posed a
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significant risk to the entity's ability to recover from disasters or IT failures, potentially
Jeopardizing data integrity, information confidentiality, and business continuity.

Committee Recommendations

The Committee recommended that -

i. Within three months of the adoption of this report, the Accounting Officer should provide
to the Committee a comprehensive report on the IT continuity plan and Disaster Recovery
plan implemented to avoid IT failures, the reasonable steps taken to ensure there is an
oversight and strategic direction for the Authority ICT functions.

. The Commitice on Implementation should fast-track the process of implementing the
Committee recommendations and report to the National Assembly on the status.

50 EXAMINATION OF THE REPORT OF THE AUDITOR-GENERAL ON THE
AUDITED ACCOUNTS OF KENYA INSTITUTE FOR PUBLIC POLICY
RESEARCH AND ANALYSIS FOR THE FINACIAL YEARS 2014/2015-2017/2018

Dr. Rose Ngugi CEO /Managing Director Kenya Institute for Public Policy Research and
Analysis (KIPPRA) was accompanied by Mr. Teddy Bett (Finance), Ms. Jane Mugambi
(Legal officer ) ,and Mr. Peter Munene (PSCMO)appeared before the Committee to
adduce evidence on the Audited accounts of the Kenya Institute for Public Policy
Research and Analysis (KIPPRA) for the Financial year 2014/2015 to 2017/2018

FINANCIAL YEAR 2014/2015
1.0 Property, Plant and Equipment

330. The Commuttee heard that, the Institute on 10™ December 2010, was allocated land reference
number, 22380/30 at Kabete Nairobi area containing by measurement two decimal five seven
nought (2.570) hectares whose value has not been incorporated in this financial statements.
During the year under review, it was noted the current valuation has not yet been carried out
on the undeveloped land, hence not possible quantify the overall impairment that should have
been incorporated in the financial statements.

Management Response

331. Management informed the Committee that, they did a valuation in 2011 and the land was
valued at sixty- four million (Ksh. 64,000,000), however. the institute did not incorporate
this value in the linancial statements due o the issues related to utilization of the land, To
date the main challenge 1s utilization of KIPPRA land and this has been communicated to PS
state department for planning.
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Committee Observation

The Committee observed that

Ii.

1.

The accounting officer was in breach of Regulation 139 of PFM (Nauonal Government)
Regulation, 2015 section which requires accounting officers of national government 1o
take full responsibility and ensure proper control systems are in place to safeguard the
assets, International Accounting Standards (IAS 16) which require entities 1o disclose
sufficient, relevant and representationally faithful information about property, plant and
equipment to enable users of its financial statements to understand and evaluate the effect
property, plant and equipment has on the financial position, financial performance and cash
flows of the entity and KIPPRA act section 21 which requires the institute to keep proper
books and other records of accounts of incomes, expenditure, assets and habilities.

The Committee noted with concern that KIPPRA had the utle of the land, however, had no
possession of the same since Department of Veterinary Services had fenced and blocked
KIPPRA from accessing the land.

The Committee also noted that, by the time of this audit, revaluation of the land had been
done but the institute failed to disclose the value of the land m their financial statements.

From the financial year 2016/2017 the value of the land is incorporated in the financial
statements.

Committee Recommendations

The Committee recommends that

The Accounting Officer should at all times ensure that the provisions of Regulation 139 of
the PFM (National Government) Regulations, 2015 are strictly adhered to for proper asset
management.

Within three months upon adoption of this report, Cabinet Secretary in charge of National
Treasury and Economic Planning, Cabinet Secretary in charge of Agriculture and
Livestock Development in conjunction with National Lands Commission to fast track and
resolve the issue of KIPPRA land.

2.0 Emphasis of Matter

332. The Committee heard that, the accounting policy under note XVII (1) with reference 0

financial liabilities (taxation) which states that no provision for taxation has been recognized
in the financial statements as the directors are of the opinion that the Institute is exempt from
taxation. However, such exemption has not been formally gazetted as required under the
KIPPRA Act.
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Management response

333. The management informed the Committee that, KIPPRAs position on tax was informed by

the provision in the KIPPRA Act exempting the Institute of the taxes. KIPPRA Act, Sec. 27
of the Part V Miscellaneous provides that “Subject to other applicable laws, the Institute shall
be exempted from such taxes, duties, fees, levy, cess or other charges as the minister for the
time being responsible for finance may by, notice in the Gazette, specify”. However,
following discussions with KRA on the subject of tax exemption, KIPPRA is now tax
comphant and files all its taxes as expected since KRA has not exempted KIPPRA from taxes
and there 1s no gazette in place on exemption,

Committee Observation

The Committee observed that

Although KIPPRA had been generating income that is subject to taxation under Income
Tax Act CAP 470, the institute failed to make provision for and remit the assessed tax.
Section 21 of the KIPPRA Act, requires that in the absence of Gazette notice from cabinet
secretary in charge of finance exempting such income from taxation, then the institute 1s
obligated to assess and remit the applicable taxes.

Committee noted that, currently KIPPRA is tax compliant.

Committee Recommendations

The Committee recommends that -

The Accounting Officer should at all imes ensure that the provisions of income tax Act CAP 470
and KIPPRA Act are strictly adhered to.

FINANCIAL YEAR 2015/2016

1.0 Taxation

334 The Committee heard that the Kenya Institute of Public Policy and Analysis Act No. 15 of

2006 provides that “Subject to other applicable laws, the Institute shall be exempted from
such taxes, duties, fees, levy, cess or other charges as the minister for the time being
responsible for finance may by, notice in the Gazette, specify™. Although the Institute had
been generating income that is subject to taxation under the current legislation, no provision
for tax has ever been made in the Institute’s financial statements in spite of the absence of a
notice by the Minister in the Gazette exempting such income from corporation tax. In the
circumstances, the adequacy and accuracy of the total habilities totaling Kshs. 325,095,000
disclosed in the financial statements for the yvear ended 30™ June 2016 cannot be ascertained.
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Management response

335. Management informed the Committee that KIPPRA's position on tax was informed by the

provision in the KIPPRA Act exempting the Institute of the taxes. KIPPRA Act, Sec. 27 of
the Part V Miscellaneous provides that * Subject to other applicable laws, the Institute shall
be exempted from such taxes, duties, fees, levy, cess or other charges as the minister for the
time being responsible for finance may by, notice in the Gazette, specify”. However,
following discussions with KRA on the subject of tax exemption, KIPPRA is now tax
compliant and files all its taxes as expected since KRA has not exempted KIPPRA from taxes
and there is no gazette in place on exemption. Attached 1s the Tax comphance certificate to
certify the same.

Committee Observation

The Committee maintained the observation and recommendations made in its report for the
financial year 2014/2015 as follows;

i,

Although KIPPRA had been generating income that is subject to taxation under Income
Tax Act CAP 470, the institute failed to make provision for and remit the assessed tax.
Section 21 of the KIPPRA Act, requires that in the absence of Gazette notice from cabinet
secretary in charge of finance exempting such income from taxation, then the mstitute 1s
obligated to assess and remit the applicable taxes.

Committee noted that, currently KIPPRA is tax comphiant.

Committee Recommendations

The Committee recommends that

The Accounting Officer should at all times ensure that the provisions of income tax Act CAP 470
and KIPPRA Act are strictly adhered to

2.0 Board Expenses

The Committee heard that;

336. Contrary to guidelines issued by the Public Sector Accounting Standards Board pursuant to

the provisions of Section 194 of the Public Finance Management Act 2012, board of
directors’ expenses totaling Kshs. 10,305,000 for the year ended 30 June 2016 are disclosed
in Note 10 to the financial statements under general expenses instead of being presented
separately in the statement of financial performance.

337.The Institute reported an increase in Board expenses to Kshs. 10,305,000 during the year

under review (Year 2014/15 - Kshs. 5.837.000) due to numerous meetings held in regard to
operational rather than strategic functions. Further, the Board meetings calendar for the year
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under review, mvitation notices, and the respective agenda have not been made available for
audit examination. In addition, there were no minutes recorded in relation to four meetings
for which sitting allowances totaling to Kshs 540,000 were paid. In the circumstances, it has
not been possible to confirm whether the Institute obtained value-for-money from
expenditures totaling Kshs. 10,305,000 incurred on Board meetings.

Management response

The Committee was informed that;

1.

Management acknowledges that the Board expenses for the years were disclosed under
the general expenses instead of being presented separately in the statement of financial
performance. In the subsequent years to date, the Board expenses were separated from
general expenses and presented separately in the statement of financial performance
and note 23(i11) in notes to the linancial statements of FY 2016/2017.

As at the ume of Audit, board meetings were not guided by an annual approved
Calendar of Meetings/Almanac. Currently, all Board meetings are guided by an annual
approved Calendar of Mectings/Almanac which guides and moderates Board
expenditure and in cases where we have meetings outside the almanac, KIPPRA seeks
approval from the Cabinet Secretary, National Treasury and Economic Planning. We
also have a minutes” book where all the board minutes are recorded.

Committee Observations

The Committee observed that

111,

The management of KIPPRA disclosed board expense under general expenses which
contravened the guidelines issued by Public Sector Accounting Standards Board that
requires cach public entity to report board expenses as a standalone expenditure.

During the financial year 2015/2016 board expenses increased to Kshs. 10,305,000 from
Kshs. 5,837,000 for the year 2014/2015, which represents approximately 77% increase.
This was majorly contributed by the board having numerous meetings in regard to
operational related functions rather than strategic related functions.

The board held four meetings with accumulated sitting allowance of Kshs. 540,000 in
which minutes were not availed for audit.

The institute currently adheres to guidelines issued by Public Sector Accounting Standards
Board and has developed boards Almanac

The institute did not provided the Board meetings calendar, invitation notices, and the
respective agenda for the year under review for audit examination
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Committee Recommendations
The Committee recommends that

The Accounting Officer must always ensure adherence to the provisions of Section 81 (3) of the
PFM Act CAP 412A with regard to the guidelines issued by Public Sector Accounting Standards
Board.

3.0 Retirement Benefit Scheme

338. The Commuittee heard that, note 17 to the financial statements states that the Institute operated
a gratuity scheme for qualifying employees which qualifies as a defined benefit scheme. The
employees were entitled to 12.5% of their monthly basic salary for every month of service
which deductions 1s paid into a separate gratuity bank account maintained by the Institute.
As at 30™ June, 2016, cumulative balance of the gratuity bank account totaled Kshs.
25,868,000 which sum has been disclosed both as an asset and lability in the financial
statements. However, the adequacy of cash balance 1o cover existing retirement benefit
obligations of the Institute is not supported with documents analysis.

Management response
339. The Management informed the Committee that, as at the time of the audit, the analysis had
not been shared, however, management presented a schedule of Kshs. 25,868,000 being the
account balance that was disclosed in the financial statements to support stafl’ gratuty
provision for the year and the respective staff entitlement. The individual balances are the
amounts to be paid in the event a staff exits from the Institute or gratuity falls due.
Committee Observations
The Committee observed that
I, The Committee noted with concern that, although KIPPRA management provided the schedule

of the respective beneficiaries of the gratuity amount of Kshs. 25,352,580, the corresponding
bank statements to confirm the existence and adequacy of the bank balance were not provided.

.  The Accounting Officer was in breach of section 62 (1)(c) of Public Audit Act, CAP 412B
which requires that a person shall not without justification fail to provide information within
reasonable time that is required under the Act.

Committee Recommendations

The Committee recommends that

The Accounting Officer should always ensure adherence to the provisions ol Section 62 (1)(c) of
Public Audit Act, CAP 412B.

113



FINANCIAL YEAR 2016/2017

1.0 Investment in Treasury Bills

340. The Committee heard that the statement of financial performance reflected nil balance in
respect of invesiment in treasury bills as at 30"™  June, 2017 (2016 Ksh
386,557,000).However, cash and cash equivalents balance was Kshs. 760,168,000 as at June
2017 (2016 — Kshs. 300,965,000). The interest income received from the cash held by the
Institute reduced from Ksh 40,358,000 in 2015/16 to Ksh 22,421,000 in 2016/17 financial
year as a result of the above action. In the circumstances, the Institute apparently lost an
opportunity to increase its other income for the period under review. The management did
not give satisfactory reasons for the decision to discontinue investment in the treasury bills.

Management response

341. The management informed the Committee that, the institute intended to start building its own
premises in FY 2016/17. As a result, mvestment in treasury bills was put on hold so that the
funds could be utilized in the development of the land. However, the process stalled because
of land ownership and usage disputes raised by the Department of Veterinary Services. The
management resumed the investment exercise and put together an investment Committee to
oversee the process.

Committee Observations
The Committee observed that -

The institute put on hold the investment in Treasury bills in the year under review and opted to utilize
the funds in development of its land which eventually stalled due to land ownership and usage
disputes with the Department of Veterinary Services. This was despite the increase in cash and cash
equivalents balance as at 30™ June, 2017 to Kshs. 760,168,000 resulting in the opportunity cost in
form of interest foregone.

Committee Recommendations
The Committee recommends that -

The Accounting Officer should at all times comply with the investments policies and guidelines
by the National Treasury.

2.0 Project Income

342, The Committee heard that as disclosed in Note 4 to the financial statements is project income
totaling Kshs.79.963,000 for the year ended 30™ June, 2017. Some of the projects
commenced before and were spreading beyond the financial year under review. However,
the basis of how the revenue allocation was done between the prior years, the current
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financial year, and subsequent years was not provided for audit verification. In addition, an
adjustment of Ksh 10,493,437 processed to increase the project’s income for the year was
not fully explained.

Management response

343,

344,

The management informed the Committee that, they have revised the structure of contracts
for rescarch consultancies to include the terms of payment and the deliverables thereol. It
adopted to record Incomes based on the percentages of completion as would be stipulated in
the contracts issued for research work. Management also, strengthened its internal control
systems by acquiring an ERP system that has a project management module that generates
fund accountability statements and introduced project tracking to  monitor the
implementation of projects.

The adjustment of Ksh 10,493,437, related to project income receivable from Public Service
Commission for research consultancy paid up in July 2017. It was disclosed in note 12 under
receivables from exchange transactions and recognized in the project income of FY
2016/2017. The schedule of receipts was as follows;

Committee observations

The Committee observed that

The management did not provide a documentary evidence in form of a schedule showing the
breakdown of revenue allocation to the respective prior years, the current year and subsequent
financial years for projects spanning multiple years. This made it difficult to confirm the
accuracy of the project income.

The Accounting Officer by failing to fully explain the adjustment of Kshs. 10,493,437 was in
breach of section 62 (1)(¢c) of Public Audit Act, 2015 which requires that a person shall not
without justification fail to provide information within reasonable time that is required under
the Act.

Committee Recommendations

The Committee recommends that

The Accounting Officer should always ensure adherence to the provisions of Section 62 (1)(c) of
Public Audit Act, CAP 412B.



FINANCIAL YEAR 2017/2018

1.0 Unauthorized Reallocation and Utilization of Funds

345.

346.

The Committee heard that during the year under review, the Institute budgeted and was
allocated development grants amounting to Kshs. 52,236,486 in respect of acquisition for
capital projects of its headquarters offices. However, the funds were reallocated, utilized and
accounted for under recurrent operations contrary to the Public Finance Management Act,
Section 43 and PFM Regulations, Section 48 and Section 49, No documentation was availed
in support of approval of the reallocation of funds in the budget for the financial year. The
details of how the funds were reallocated was also not provided for audit verification. In
addition, the management used a total of Kshs. 19,111,000 restricted capital expenditure
funding brought forward from the previous year on recurrent operations but no reallocation
request and approvals were availed for audit venfication.

Under the circumstances, the propriety of the Institute’s expenditure totaling Kshs.
71.347.486 could not be confirmed.

Management Response

347. The management informed the Committee that KIPPRA development grant started as

348.

349,

support from ACBF Support to KIPPRA Vote No. 1072100300 which reflected a
counterpart funding. The provision in the vote included Kshs, 52,236,486 from GoK and 100
million from the African Capacity Building Foundation (ACBF). This support was to finance
the Young Professionals program, with a recruitment of 10 Young Professionals per year to
be trained in public policy and analysis. The expected output being young professionals
tramed on public policy research and analysis. The expected impact and outcome were to
enhance capacity of young professionals to analyze and formulate policies.

The ACBF Grant came to an end in June 2017. At that point, the Institute needed government
support to keep the program running. During the budget process in 2017/18 KIPPRA
defended continued counterpart funding using a YP proposal. This was captured as a
development grant and in other years used the funds to meet the Young Professional’s costs.
During the year under review the Institute incurred Kshs. 13,179,650 on YP monthly
allowances,

The Institute had always used part of the funds in the Capital and Development-ACBF
Support to KIPPRA Vote No. 1072100300 to finance capital expenditures. It is from the
development grant that the institute had been financing capital spending, including
procurement of computers, office equipment’s, furniture’s, fittings and fixtures and
intangible assets (software). The total amount spent on capital items during the year under
review amounted to Ksh 27,187 467.
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350.KIPPRA organized its first Annual Regional conference in fulfilling its commitment in its
2013/14-2017/18 strategic plan. In contributing to the conference management in 2017/18
work plan proposed to undertake a survey bringing together synergies from all research
departments and the concept was shared with the programs Committee. This research work
amounting Ksh 11,869,312 was financed from the development grant whose findings were
disseminated during the conference.

Committee Observations
The Committee observed that

The Committee observed that the institute reallocated Kshs. 52,236,486 from capital expenditure
to recurrent expenditure and utilized Kshs. 19,111,000 restricted capital expenditure brought
forward on recurrent operations. The two expenditure items were contrary to the provisions of
Section 43 of the Public Finance Management Act, CAP 412A, and Regulation 48 of the PFM
(National Government) Regulations, 2015,

Committee Recommendations
The Committee recommends that
The Accounting Officer should always ensure adherence to the provisions of Section 43 of the

Public Finance Management Act, CAP 412A, and Regulation 48 of the PFM (National
Government) Regulations, 2015,

2.0 Transfer from Governments

351. The Committee heard that the statement of financial performance reflects amount of Ksh
333,931,000 in respect of transfer from the Government and as detailed in note 3 to the
linancial statements includes a transfer from retained earnings of Ksh 5,994,000. The amount
has not been explained or supported in any way.

Management response

352, The management informed the Commuttee that retained earnings financed authorized project
expenditures incurred during the year, this was recogmzed as revenue in the statement of
financial performance of the reporting period (FY 2017/18) under note 3 and the statement

of net changes in equity to reduce the retained earnings.

Committee Observation

The Committee observed that

The Committee noted that the amount of Kshs.5,994,000 is unauthorized and unapproved
expenditure irregularly drawn from retained earmings (surplus for the previous year) which were
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not explamed nor supported with any documentary evidence. This 1s contrary to section 12 of the
state corporations Act CAP 446

Committee Recommendations
The Committee recommends that

Within three months upon adoption of this report, the Accounting Officer should submit a detailed
report explaining how the Kshs.5,994,000 was utilized to the Auditor-General for audit review and
reporting in the subsequent audit cycle.,

3.0  Project Income

353. The Committee heard that as reported in the previous year the statement of financial
performance for the year ended 30™ June 2018 and note 4 to the financial statements,
discloses project income totaling Ksh 26,461,000(2016/2017 — Ksh 79,963,000). Although
some of the projects commenced before and were spreading beyond the financial year under
review, the basis of revenue allocation between the prior years, the current financial year and
subsequent years was not provided for audit review.

354. Under the circumstances, the accuracy and completeness of the project income balance of
Ksh 26,461,000 for the year ended 30™ June 2018 could not be confirmed.

Management response
355. The management informed the Committee that project income was recognized based on the

terms stipulated in the terms of the contract for the research work and projects whose
completion dates overflow to the following year, the institute disclosed incomes received in
advance or incomes outstanding in the notes to the financial statement. Currently, KIPPRA
1s aligned with the auditor's expectations on the presentation.

Committee observations

The Committee observed that

The management did not provide documentary evidence in form of a schedule showing the

breakdown of revenue allocation to the respective prior years, the current year and subsequent

financial years for projects spanning multiple years. This made it difficult to confirm the accuracy of

the project income.

Committee Recommendation

The Committee recommends that —

The Accounting Officer should always ensure adherence to the provisions of Section 62 (1)(c) of
Public Audit Act, CAP 412B.
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4.0

356.

Emplovee Costs

The Committee heard that statement of financial performance and note 7 to the financial
statement reflects employees costs of Ksh 189,598,000 which included acting allowance
amounting to Ksh 1,294,462 paid 1o five (5) staff while appointed in acting capacities.
However, the officers acted and got paid for more than six months contrary to KIPPRA
Human Resource Policy and the Public Service Commission Human Resource Policies and
Guidelines, 2016.

Management response

357. The management informed the Committee that current HR Policies and procedure manual
was approved in November 2017. Before then KIPPRA/QMS/HR/01 policy dated 3" May
2013 was in operation and Sec 14.5 - had not stated the timelines for acting appointment
positions. This was rectified in the new HR policy to be inconformity with the PSC HR
Policy of May 2016.

358. The Institute wrote an appeal for an extension of the Acting period through letter ref.
KIPPRA/HR/4/1/DPSM/1 dated 14™ August 2019 and the subsequent guidance provided by
the State Department for Public Service & Gender, as outlined in their Letter Refl No.
MPSG/DPSM/HRM/2/4/Vol. XXXIV, dated 8" April 2020. The Acting appointment is
approved by the Human Resource Management Advisory Committce and the KIPPRA
Board. The board has since advertised the 5 acting positions as follows:

Sno. | Position Date of | Remarks

i Advertisement

1 Deputy Director Private | N/A The substantive Officer is seconded to

Sector the CofTee Implementation Standing
Committee. Management has sought
approval from the Head of Public
Service to transfer the services of the
Officer. This will pave way for the
recruitment of a substantive office
holder,

2 Deputy Director Trade March 2024 Recruitment Ongoing

and Foreign Policy

3 Deputy Director March 2024 Recruitment Ongoing

Infrastructure and o
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Sno. | Position Date of Remarks
Advertisement

Economic Services

Department
4 Deputy Director Finance | February 2020 Position substantively filled
5 Deputy Director Human | February 2022 | Position Substantively filled

Resource and

Administration

L- .

359. Further, the Board has advertised and readvertised vacant positions in a bid to curtail acting
appointments.

Committee observations

The Committee observed that

k. The Committee noted that management of KIPPRA irregularly paid five (5) staff acting
allowance for more than six (6) months. This was contrary to Section 34 of the Public

Service Commuission Act CAP 185,

Ii. The Committee noted that, currently the vacant positions have been filled by substantive
officers.

Committee Recommendations
The Committee recommends that

The Accounting Officer should always ensure adherence to the provisions of section 34 of the
Public Service Commission Act, CAP 185.

5.0  Deferred Income

360. The Committee heard that the statement of financial position reflected a deferred income
balance of Ksh 284,448 000 which was explained in note 19 as representing the development
grants received over the years. The amount has decreased from Kshs. 303,599,000 in the
previous year thus a reduction of Kshs. 19,111,000. The reduction of Kshs. 19,111,000 has
not been fully supported as there is no documentation to show what the funds were used for
and where the amount was transferred (o in the statement of financial performance in line
with accounting policy.

361. Under the circumstances, the deferred income balance of Kshs. 284,448,000 is not fairly
stated.
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Management response

362. The management informed the Committee that the spent amount of Kshs. 19,111,000
facilitated payment of stafl salaries amounting to Kshs. 13,860,815 and general expenses

Kshs. 5,249,723 for the month of June 2018 due to delayed exchequer disbursements.

363. The amounts were transferred from the statement of changes in net assels as a movement in

retained earnings and reported as reduction in the statement of financial position.

364. The Utilization of Ksh 19,111,000 is tabulated below:

S/No | Source/Donor Description Amounts
1 Payroll Staff salaries — June 2018 13,860,815.00
2 Highend Solutions Ltd | Library AMLIB Service Level 243,843.00
Agreement - Renewal of Licence
3 Nation Media Group KIPPRA Conference 2018 — space order | 2,687,140.00
Ltd for advertisement
4 lan Kariuki Muriuki KIPPRA Conference 2018 — Music 120,000.00
Performance & comical video
5 Lloyd Masika Ltd 5" Floor Excess service charge 163,712.00
6 Lloyd Masika Lid 2™ Floor Excess service charge 163,712.00
7 Elsevier B.V Renewal of Ithenticate Plagiarism 576,024.75
Checker
8 Masada Hotel KER 2018 Working retreat 522,900.00
9 Tricore Agencies Printing of Policy Briefs No. 11,1 342.000.00
10 Xtranet Maintenance of KIPPRA Website 430,391.00
Communications
TOTAL COST 19,110,537.75




Committee Observations

The Committee observed that

The Committee observed that Kshs. 19,111,000 was drawn from the deferred income to facilitate
payment of stafl salaries. The expenditure is contrary to the provisions of Section 43 of the Public
Finance Management Act, CAP 412A, and Regulation 48 of the PFM (National Government)
Regulations, 20135.

Commitiee Recommendation

The Committee recommends that

The Accounting Officer should always ensure adherence to the provisions of Section 43 of the
Public Finance Management Act, CAP 412A, and Regulation 48 of the PFM (National
Government) Regulations, 2015.
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