






















































































































































































































































































































































































































































































completeness of travel accommodation and daily subsistence allowances amounting to Kshs

24,468,072 could not be confirmed.

Management response
415.The management informed the committee that, the daily subsistence allowances payment

vouchers amounting to Kshs. 24,468,072 are available for audit review.

Committee Observations

The Committee noted that, although audit is a process, the management ought to have
provided the payment vouchers to the auditors during the time of the audit and provided
accurate schedules then. Therefore, the management contravened section 62 (1) (b) of the
Public Audit Act, which states that a person shall not, without justification, fail to provide

information required under this Act.

Committee recommendations
The Committee reprimands the then Accounting Officer for failure to comply

with section 62 (1) (b) of the Public Audit Act CAP 412 B.

5. Unsupported Bank Balance

416.The Committee heard that the statement of financial position reflects cash and cash
equivalents balance of Kshs. 27,372,282 as disclosed in Note 12 to the financial statements.
The balance includes current account amount of Kshs. 16,915,180 which was not supported
by cashbook, certificate of bank balance and bank reconciliation statements. In the
circumstances, the accuracy and completeness of cash and cash equivalents balance of

Kshs.16,915,180 could not be confirmed.

Management response.

417 Management informed the Committee that, the amount of kshs 16,915,180 relates to the bank
account under ABC bank held by the institute. The bank balance certificate has been obtained,
monthly reconciliation done and an updated cashbook has been provided for audit

verification.
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Committee Observations

The Committee observed that the monthly bank reconciliation, cashbook balance, and
certificate of bank balance to support the cash and cash equivalents balance of Kshs..
16,915,180 were not prepared and provided for audit. This contravenes regulation 90 (1) of
Public Finance Management (National Government) Regulations 2015 which states that
Accounting Officers shall ensure bank accounts reconciliations are completed for
each bank account held by that Accounting Officer, every month and submit a bank
reconciliation statement not later than the 10th of the subsequent month to the
National Treasury with a copy to the Auditor- General.

Committee recommendations

The Committee reprimands the then Accounting Officer for failure to comply

with regulation 90 (1) of the Public Finance Management (National Government)
Regulations 2015.

6. Undisclosed Outstanding Imprest

418.The Committee heard that the statement of financial position reflects receivables from non-
exchange transactions of Kshs. 124,500,000 as disclosed in Note 13 to the financial
statements. However, the balance omitted outstanding Imprests amounting to Kshs. .
8,141,287, In the circumstances, the accuracy and completeness of receivables from non-

exchange transactions of Kshs. 124,500,000 could not be confirmed.

Management Response

419 . Management informed the Committee that an amount of Kshs. 8,141,287 in outstanding
imprest was omitted from the FY 2022/2023 financial statements. As the audit of FY
2023/2024 has been concluded and the omission was not factored. The omitted imprest shall
be disclosed in the FY 2024/2025 as a prior period adjustment, in compliance with applicable

accounting standards.
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Committee Observations

1. The Committee observed that the financial statements prepared and submitted for
audit were inaccurate by excluding outstanding imprests amounting to Kshs.
8,141,287, This implies that the receivables were understated.

1i.  The imprest holders did not surrender the imprest issued within the stipulated period,
hence contravening section 93 (5) of the Public Finance Management Regulation
2015, which requires that a holder of a temporary imprest shall account for or
surrender the imprest within 7 working days after returning to the duty
station. No evidence of recoveries through the payroll or from the

Accounting Officer for failing to recover was adduced to the committee.

Committee recommendations

The Committee recommends that, within three months upon adoption of this report, the
Inspector-General state corporation to surcharge the then Accounting Officer the outstanding
imprest of Kshs. 8,141,287 with interests at the prevailing Central Bank rates and submit

evidence of recovery to the National Assembly.

7. Budgetary Control and Performance

420.The Committee heard that, the statement of comparison of budget and actual amounts reflects

421

final budgeted receipts of Kshs.140,400,000 and actual on comparable basis of
Kshs.275,542 897 resulting in over-collection of receipts of Kshs.135,142,897. Similarly, the
Institute spent an amount of Kshs.173,501,282 out of the approved expenditure budget of
Kshs.85,994.000 resulting in an over-expenditure of Kshs.87,507,282. However, there was
no evidence of approval of the over-expenditure. The over-collection of receipts and over-
expenditure may imply weaknesses in formulating the budget.

Management Response:

.Management informed the Committee that, the initial budgeted amount was Kshs.

140,400,000, while the actual receipts amounted to Kshs. 275,542,897, The variance is

primarily due to an additional allocation of Kshs. 114,500,000 from the Ministry of Health,

intended to support the construction of regional cancer centres during the financial year. This

15 supported by the letter REF: MOH/PROC/GEN/MF/ADSCMS/VOL. referenced in
1353



Appendix II of the Financial Report as of June 2023. Additionally, donations and revenue

from service rendering contributed Kshs. 39,376,194 to the total receipts

Committee Observations
The Committee noted that;
i.  The institute reported an over-collection of Kshs. 135,142,897 which implies that the
projection of Revenue was based on weak assumptions
il.  The institute spent Kshs. 173,501,282 against a budget of Kshs.85,994,000 resulting
in an over-expenditure of Kshs. 87,507,282, However, Section 43 (2) of the PFM Act
Cap 412A provides that an Accounting Officer for a national government entity, other
than a state corporation, may reallocate funds between programs, or between Sub-
Votes, in the budget for a financial year, and similarly, no approval was sought for the
over expenditure.

iii.  The management indicated that the over-collection of receipts of Kshs. 135,142,897
was as a result of an additional allocation of Kshs. 114,500,000 from the Ministry of
Health, intended to support the construction of regional cancer centres during the
financial year. However, the certificate of completion for the cancer centre was not

provided for review.

Committee recommendations
The Comimittee recommends that:
i.  The Committee reprimands the then Accounting Officer for breach of
Section 43 (2) of the PFM Act Cap 412A.
ii.  Within three months upon adoption of this report, the management to submit
to the National Assembly a status report and completion certificates for the
regional cancer center, approval for the over-expenditure, and the partners’
donation policy.
8. Pending Accounts Payable
422.The Committee was informed that the statement of financial position reflects trade and other
payables of Kshs. 22,493,943 as disclosed in Note 15 to the financial statements as at 30 June
2023. The management has attributed this to unpaid supplies and unpaid audit fees. Failure to
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settle bills during the year to which they relate distorts the financial statements and adversely

affects the budgetary provisions for the subsequent year, as they form a first charge.

Management response.

423 Management informed the Committee that it is true that the pending bills' balance for the
financial year 2022/2023 amounted to Ksh 22,493,943, The amount was incurred on the
purchase of goods and services within the budget and the procurement plan. The Institute was,
however, not in a position to settle the claims due to the delay of the submission of invoices
from the service providers. The pending bill amount formed the first charge in the financial
year 2023/2024, of which Ksh 22,493 943 was paid. The Institute remains committed to

clearing its historical, current, and future obligations

Committee Observations

The Committee observed that the management of the institute claims that the payable amount
of Kshs. 22,493943 formed the first charge during the subsequent year could not be
confirmed. The Accounting Officer did not provide the Budget for the subsequent financial
year reflecting the pending bills as an item therein, bank statement and payment vouchers

were also not provided as evidence of full settlement.

Committee Recommendation
Within three months upon adoption of this report, the Auditor-General to verify the payment

vouchers in the subsequent audit cycle and report to the National Assembly.

9. Budget Imbalance

424.The Committee heard that the statement of comparison of budget and actual amounts reflects
final budgeted receipts of Kshs. 140,400,000 and a final expenditure budget of
Kshs.85,994,000 resulting in a budget imbalance of Kshs. 54,406,000. This was contrary to
Regulation 33(c) of the Public Finance Management (National Government) Regulations,
2015, which states that budget revenue and expenditure appropriation shall be balanced. In

the circumstances, Management was in breach of the Law.
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Management response

425 . Management informed the Committee that there was an oversight while disclosing the

amounts in the statement of comparison of budget and actual amounts while preparing the

financial statement. This was as a result of the non-inclusion of the personal emolument
budgeted amount of Kshs. 45,000,000 and the use of goods of Kshs. 9,406,000,

The Institute will ensure that all expenditure is clearly indicated in order to account for the

utilization of the allocated amount by the Exchequer.

Committee Observations

The Committee observed that;

i

ii.

The Management of the institute had a final revenue budget of Kshs.
Kshs. 140,400,000 and final expenses budget of Kshs. 85,994,000 resulting to budget
deficit of Kshs. 54,406,000. This was as a result of non-inclusion of personal
emolument budgeted amount of Kshs.45,000,000 and use of goods of Kshs.9,406,000.
This implied that the budget was not balanced contrary to Regulation 33(c) of the
Public Finance Management (National Government) Regulations, 2015 on budget
guidelines.

The budget as presented was inaccurate and incomplete which could have been a

strategy to conceal actual receipts from other sources.

Committee Recommendations

The Committee recommends that —

1l

1il.

The Committee reprimands the then Accounting Officer for breach of Regulation
33(c) of the Public Finance Management (National Government) Regulations, 2015
on budget guidelines.

The Accounting Officer should ensure at all times 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.

Within three months upon adoption of this report, the Accounting Officer should
provide a detailed report on how the instituie intended to finance the deficit to the
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National Assembly and to the Auditor-General for review and reporting in the

subsequent audit cycle.

10. Long Outstanding Audit Fees
426.The Committee heard that the statement of financial position reflects the trade and other
payables balance of Kshs.22,493,943 out of which Kshs. 1,392,000 relates to audit fees which
have been outstanding for more than one (1) year. Management has not provided a satisfactory
explanation for the failure to settle the long overdue audit fees. This is contrary to the Public
Audit Act, 2015 Section 41(c), which states that, “the funds of the Office of the Auditor-
General shall consist of audit fees charged at the rates prescribed by the Auditor-General.

427. In the circumstances, Management is in breach of the Law.

Management response
428 . Management informed the Committee that the outstanding audit fee has been provided in the

budget for the year 2023-2024, and it has since been paid.

Committee Observations
The Committee observed that the institute had failed to settle long-outstanding audit fees
amounting to Kshs. 1,392,000 for more than one (1) year, but eventually paid the amount in

the financial year 2023/2024 and provided the supporting documents.

Committee recommendations
The Committee recommends that the institute ensure the timely payment of services offered
to avoid unnecessary payment of penalties and fines.
11. Failure to Withhold and Remit Tax to the Kenya Revenue Authority

429, The Committee heard that the statement of financial performance reflects the use of goods
and services amounting to Kshs. 163,526,082, Review of expenditure records, including
payment vouchers, revealed supplies of Kshs. 45,701,248, whose corresponding 2%
withholding VAT amounting to Kshs. 914,025 was not withheld and remitted to the Kenya
Revenue Authority. This is contrary to Section 42A of the Tax Procedures Act, 2015, which
gives powers to the Commissioner to appoint a person to withhold two (2) per cent of the
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taxable value on purchasing taxable supplies at the time of paying for the supplies and remit
the same directly to the Commissioner. In addition, the board expenses of Kshs.9,975,200
includes Kshs. 1,880,500 being withheld tax deductions on board payments, but there was no
evidence that it was remitted contrary to Income Tax Act CAP 470 Section 37(5). In the

circumstances, Management was in breach of the law.

Management Response

430.Management informed the Committee that the institute did not withhold taxes for KRA since
the Institute did not have a KRA PIN. In these circumstances, the institute had not been
appointed as a withholding tax agent. However, the Institute was appointed as a withholding

agent on 20" June 2024 and has been withholding and remitting taxes since then.

Committee Observations

The Committee Observed that;

1. The institute did not have a KRA PIN and was not appointed by KRA to be a tax agent
in accordance with Section 42A of the Tax Procedures Act, 2015. Therefore, the
institute could not deduct withholding tax and remit to KRA from the use of goods
and services of Kshs. 45,701,248 at the rate of 2%, translating to Kshs. 914,025,

ii. The institute had deducted Kshs. 1,880,500 as tax from Board payments. However,
the evidence of remittance to the KRA was not provided during the audit. However,
during the Committee deliberations, the management provided a KRA certificate to
confirm remittance of the amount. This was a breach of section 62 (1) (b) of the Public
Audit Act, which states that a person shall not, without justification, fail to provide

information required under this Act.
Committee recommendations

The Committee reprimands the then Accounting Officer for failure to comply

with section 62 (1) (b) of the Public Audit Act CAP 412 B.

158



12. Excess Board of Trustees Composition

431.The Committee heard that the statement of financial performance reflects board expenses of
Kshs.9.975,200 (2021/2022 Kshs.1,042,400) resulting in an increase by Kshs.8,932,800. In
addition, a review of board records revealed that the Institute had ten (10) board members.
This was contrary to Chapter 1(1.1.3) of the Mwongozo code of governance, which requires
board membership of all state corporations to have between seven (7) and nine (9) members.

In the circumstances, Management was in breach of the law.

Management Response

432.Management informed the Committee that the Board’s increased operational activities during
the year under review were due to the strategic initiatives undertaken to operationalize the
Institute and the planning of the Inaugural Cancer Summit. This necessitated additional
engagements, including extra Board meetings, which contributed to the rise in Board
expenses.

433.Regarding the composition of the Board, the Institute sought guidance from the Ministry upon
identifying the discrepancy in membership numbers. The appointing authority is yet to
officially retire the extra member. Management acknowledges the observation and reaffirms

its commitment to adhering to statutes and governance requirements in all operations.

Committee Observations
The Committee observed that,

1. The Board expenses increased by Kshs. 8,932,800 compared to the financial year
ending 30" June, 2022, because of strategic initiatives undertaken to operationalise
the Institute and planning of the Inaugural Cancer Summit. However, it was not
supported by any evidence.

ii.  The Institute had ten (10) board members, which exceeded the maximum limit of nine
(9) as prescribed under Chapter 1(1.1.3) of the Mwongozo Code of Governance for
State Corporations.

iii.  The increase was also associated to increased number of meetings which was contrary
to Head of the Public Service Circular REF: OPF/CAB.9/1A by dated March 11, 2020
- on part A on board meeting which states that “For avoidance of doubt, the board
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meetings shall be restricted to a minimum of four (4) as provided in the State
Corporations Act and capped at a maximum of six (6) for each financial year or as

may be specified in the respective enabling legal instruments.

Committee recommendations

The Committee recommends that, within three months upon adoption of this report, the
Inspector-General state that corporations to investigate the circumstances under which the
institute had 10 Board members with increased meetings and surcharge the then Accounting

Officer and the BOD for the extra amounts paid to the board members.

13. Holding of Multiple Imprests

434.The Committee heard that the review of imprest records revealed that seven (7) staff held
multiple Imprests amounting to Kshs. 8,141,287. This was contrary to Regulation 93(4) of the
Public Finance Management (National Government) Regulations, 2015, which states that
“Before issuing temporary Imprests under paragraph (2), the Accounting Officer shall ensure
that- (b) the applicant has no outstanding Imprests.” In addition, the imprest had not been
surrendered and was long overdue. This was contrary to Regulation 93(5) of the Public
Finance Management (National Government) Regulations, 2015, which states that a holder
of a temporary imprest shall account for or surrender the imprest within 7 working days after

returning to the duty station. In the circumstances, Management was in breach of the law.

Management response
435.Management informed the Committee that this was due to a lean team that had to undertake
a number of activities, which made it unavoidable to advance them multiple Imprests. This
imprest was duly accounted for. Upon the recruitment of more staff, management made sure
that no staff member had multiple imprests and also ensured that imprests were accounted for
in the constitutionally stipulated timelines.
Committee Observation;
The Committee observed that,
1. Seven (7) staff held multiple imprests amounting to Kshs.8,141,287 contrary to
Regulation 93(4) of the Public Finance Management (National Government)

160



Regulations, 2015 which states that “Before issuing temporary Imprests under
paragraph (2), the Accounting Officer shall ensure that- (b) the applicant has no
outstanding Imprests.

ii. The statff did not surrender Imprests within the stipulated period of 7 days contrary
to Regulation 93(5) of the Public Finance Management (National Government)
Regulations, 2015, which states that a holder of a temporary imprest shall account
for or surrender the imprest within 7 working days after returning to the duty
station.

Committee recommendation
The Committee reprimands the then Accounting Officer for Contravening Regulation 93(4)

and 93(5) of the Public Finance Management (National Government) Regulations, 2015.

14. Excess Board Meetings

436.The Committee was informed that the board held seven (7) full board meetings, seven (7)
finance and strategy committee meetings and seven (7) technical committee meetings. These
meetings surpassed the maximum number of six (6) meetings allowed without approval from
the Cabinet Secretary. In addition, the human resources committee and the audit committee
held only three (3) and two (2) meetings, respectively. This was contrary to Head of the Public
Service Circular REF: OP/CAB.9/1A by dated March 11, 2020 - on part A on board meeting
which states that “For avoidance of doubt, the board meetings shall be restricted to a minimum
of four (4) as provided in the State Corporations Act and capped at a maximum of six (6) for
each financial year or as may be specified in the respective enabling legal instruments.

437.1In the circumstances, the overall governance of the Institute could not be confirmed.
Management response

438.The Management informed the Committee that the Board’s increased operational activities
during the year under review were due to the strategic initiatives undertaken to operationalise
the Institute and the planning of the Inaugural Cancer Summit. This necessitated additional
engagements, including extra Board meetings, which contributed to the rise in Board

CXPpEnses.
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Committee observation

The Committee observed that the institute’s Board had more than six (6) meetings without
the approval of the Cabinet Secretary, contrary to Head of the Public Service Circular REF:
OP/CAB.9/1A dated March 11, 2020, which capped the number of meetings to six (6).

Committee recommendations
The Committee recommends that within three months upon adoption of this report, the
Inspector-General of the States Corporation to surcharge the then Accounting Officer the
monies paid for board meetings beyond the stipulated number.
15, Failure to Provide Confirmed Board Minutes

439.The Committee heard that the board held twenty-six (26) meetings, out of which only twenty-
one (21) board minutes were provided for audit, out of which seventeen (17) minutes were
not signed, and there was no evidence of confirmation of these minutes. This is contrary to
Annexure I-E (8) () of Mwongozo, which provides that, “Minutes must be drawn up for
every board and committee meeting with resolutions highlighted therein. The meeting should
be circulated to all board members as soon as possible after the meeting. Upon confirmation,
the minutes should be signed by the Chairperson and added to the records of the organization.”

440.In the circumstances, the overall governance of the Institute could not be confirmed.

Management response
441 .Management informed the Committee that this was an oversight. The signed minutes are now
availed for verification.
Committee Observations
The committee observed that;
1.  The institute’s board held a total of twenty-six (26) meetings and only provided 21
minutes during the audit. In addition, out of 21 minutes provided, 17 were not signed.
This is contrary to Annexure I-E (8) (e) of the Mwongozo code, which provides that
“Minutes must be drawn up for every board and committee meeting with resolutions
highlighted therein. The meeting should be circulated to all board members as soon as
possible after the meeting. Upon confirmation, the minutes should be signed by the
Chairperson and added to the records of the organization.”

162



il. The institute 1s therefore in breach of section 62 (1) (b)of the Public Audit Act CAP
412B for failing to provide documents during the audit.
Committee recommendations
1. The Committee reprimands the then Accounting Officer for contravening 62 (1) (b)
of the Public Audit Act 2015 and Annexure I-E (8) (e) of the Mwongozo code.
1. Within three months upon adoption of this report, the Inspector-General to surcharge
the then Accounting Officer and any officer who failed to comply with section
62 (1) (b) of the Public Audit Act CAP 412 B any penalties prescribed in Public Audit
Act CAP 412B.
16. Failure to Prepare Almanack and Annual Work Plan
442, The Committee heard that during the year under review, the Board operated without an
approved Almanack and annual Board work plan. This was contrary to Chapter 1 (1.9) of the
Mwongozo code of governance, which requires board members to have an annual work plan
to guide their activities. In the circumstances, the overall governance of the Institute could not
be confirmed.
Management response
443 Management informed the Committee that this was an oversight. The Almanack and annual

work plan are now availed for verification.

Committee Observations

The commiitee observed that, during the year under review, the institute's Board operated
without an approved Almanac and annual Board work plan contrary to Chapter 1 (1.9) of the
Mwongozo code of governance, which requires board members to have an annual work plan

to guide their activities.
Committee recommendation

The Committee reprimands the then Accounting Officer for contravening to Chapter 1 (1.9)

of the Mwongozo code of governance.
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FINANCIAL YEAR 2023/2024

1. Budgetary Control and Performance

444.The Committee heard that, the statement of comparison of budget and actual amounts reflects
actual expenditure of Kshs. 149,923 541 against actual revenue of Kshs.214,856,410 resulting
to under expenditure of Kshs.64,923,869 or 30% of the actual revenue. The under expenditure
may have negatively impacted on execution of the planned activities and the achievement of

the Institute's objectives.

Management response

445 The Committee was informed that, the under-absorption of Kshs. 64,923 869 was as a result
of;

446.Delayed Disbursement of Funds — Some funds were received later than anticipated,
affecting the timely execution of planned activities.

447 Procurement and Administrative Delays — Certain procurement processes took longer than
expected, leading to postponed expenditures.
The Institute endeavor to streamline the procurement and administrative processes to ensure

that they are undertaken within the scheduled timelines

Committee Observations
The Committee Observed that, the institutes under-absorbed the budget by Kshs. 64,923,869

which derailed the realization of the planned activities and public service delivery.

Committee recommendation
The Committee recommends that, the management of the institute to ensure that all the

planned activities are undertaken during the financial year.

2. Unresolved Prior Year Matters

448.The Committee heard that, in the audit report of the previous year, several issues were raised
under the Report on Financial Statements, Report on Lawfulness and Effectiveness in Use of
Public Resources and Report on the Effectiveness of Internal Controls, Risk Management and
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Governance. However, the Management had not resolved the issue as at 30th June 2024 or
given any explanation for the failure to resolve them. In addition, the status of the issues and
the dates when the issues were expected to be resolved were not indicated in Appendix [ of

the financial statement as required by the annual financial reporting template.

Management response
449 Management informed the Committee that the institute has made efforts to resolve most of
the recurring issues. Further, the institute is yet to appear before the parliamentary investment

committee for further deliberation and recommendations on the issues.

Committee observation

The Committee observed that the financial statements were incomplete since the unresolved
prior year issues were not disclosed in the progress on follow-up of auditors’ recommendations
section of the financial statements, as required by the Public Sector Accounting Standards

Board reporting template.

Committee Recommendations

The committee reprimands the then Accounting Officer for breach of section 81(3) of the
PFM Act CAP 412A, which provides 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.

3. Excess Board Membership

450, The Committee was informed that the statement of financial performance reflects board
expenses of Kshs 8,276,950 as disclosed in note 11 to the financial statement. However, the
Institute had ten board members contrary to Section 1.1.3 of the Mwongozo Code of
Governance for State Corporations,2015, which requires board membership of all state
corporations of between 7 and 9 members.
In the circumstances, management was in breach of the Mwongozo Code of Governance for

State Corporations.
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Management response

451 . Management informed the Committee that, the Institute sought guidance from the appointing
authority. The Ministry has since provided clear directions on the matter, and the issue has
been fully resolved in compliance with the Mwongozo Code of Governance. Management
acknowledges the observation and reaffirms its commitment to adhering to statutory and
governance requirements in all operation.
The excess board of Trustee Member was informed and retired voluntarily
Committee observations and recommendations
The committee had deliberated on the issue of Excess Board Membership in its report for the
FY 2022/2023, observed and made recommendations thereon, the Committee upholds the
observations and recommendations thereon.
4, Non-compliance with Guidelines on Persons with Disabilities.

452.The Committee was informed that the statement financial performance and as disclosed in
Note 10 to the financial statements reflects employee costs of Kshs.2,830,002 which includes
salaries and wages of Kshs.2,819,922. Analysis of the sampled staff records revealed that only
one (1) member of staff was listed as Persons with Disabilities (PWD), representing 3% of
the total staff members which is less than the required minimum of 5%. This was contrary to
Section B23(2) of the Public Service Commission Human Resource Policies and Procedures
Manual, 2016 which states that the government shall implement the principle that at least five
(5) percent of all appointments shall be for persons with disabilities.

453.In the circumstances, Management was in breach of the Public Service Commission Human
Resource Policies and Procedures Manual, 2016.
Management response

454 Management informed the Committee that, the institute’s advert that was sent out to the public
domain had encouraged applications from people living with disability. The management
recruited 2 people living with disability, however one had not presented a disability certificate
and currently has presented the certificate. Hence, we are compliant with the guidelines on
persons with disability based on the recruitment in question. We are also planning to recruit

for more staff in the next financial year and this will surpass the minimum threshold.
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Committee observation

The Committee noted that; the institute had employed two PWD staff with one who had no
disability certificate. The one PWD represented 3% of person listed as Persons with
Disabilities (PWD) contrary to Section B23(2) of the Public Service Commission Human
Resource Policies and Procedures Manual, 2016 which states that the government shall
implement the principle that at least five (5) percent of all appointments shall be for persons

with disabilities.

Committee recommendation
The Committee reprimands the then Accounting Officer for contravening Section B23(2) of
the Public Service Commission Human Resource Policies and Procedures Manual, 2016.

Subsequently the Accounting Officers should abide by the law on PWD.

5. Inadequate staffing levels.

455.The Committee heard that the Review of the Institute's staff establishment revealed approved
staff establishment of two hundred and forty-seven (247) positions while current staff in post
stood at thirty-three (33) as at 30 June, 2024 resulting in unfilled positions of two hundred
and fourteen (214). In the circumstances, the inadequate staffing levels may have affected the
effectiveness of achieving the Institute's principal activities.
Management response

456.Management informed the Committee that, the Institute carried out the first phase of
recruitment in June 2024, however we did not recruit adequate staff due to budgetary
constraints in allocation of the personnel emoluments by the National Treasury. An exemption
approval is being sought with regard to the second phase of recruitment considering the
austerity measures in place on recruitment by government.
Committee Observations
The Committee Observed that, the institute had thirty-three (33) staff against an approved
staff establishment of two hundred and forty- seven (247) which negatively affected the

service delivery of the institute.

167



Committee recommendations
The Accounting Officer should at all times adhere to the Public Service Commission Human
Resource Policies and Procedures Manual on staffing and ensure filling of vacancies promptly
as per the approved staff establishment structure to effectively deliver services to the public.
6. Weakness in Internal Controls and Risk Management

457.The Committee was informed that the Institute did not establish risk management policy,
finance and accounting manual, assets management policy, transport management policy,
mformation technology (IT) plan and disaster recovery plan. Further, the audit committee and
internal audit charters were not approved and operationalized. In the circumstances, the

effectiveness of internal controls and risk management could not be confirmed.

Management response

458 . Management informed the Committee that, the institute regret the oversight and are
benchmarking with parent ministry to enable us come up with assets management policy,
finance and accounting manual, transport management policy, information technology (IT)
plan and disaster recovery plan. Further, the audit committee and internal audit charters are

approved operationalized.

Committee Observations

The Committee observed that, the institute had not established risk management policy,
finance and accounting manual, assets management policy, transport management policy,
information technology (IT) plan and disaster recovery plan. Further, the audit committee and

internal audit charters were not approved and operationalized.

Committee recommendation

The Committee recommends that within three months upon adoption of this report, the
institute to furnish the National Assembly with the current status on the establishment of risk
management policy, finance and accounting manual, assets management policy, transport
management policy, information technology (IT) plan and disaster recovery plan and the

operationalization of the audit committee and internal audit charters.
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EXAMINATION OF THE AUDITOR GENERAL’S REPORT ON THE AUDITED
ACCOUNTS OF THE CHILD WELFARE SOCIETY OF KENYA FOR THE
FINANCIAL YEARS 2015/2016 TO 2018/2019

Ms. Irene Mureithi, Chief Executive Officer, Child Welfare Society of Kenya was
accompanied by Mr Charles Maina, General Manager Finance appeared before the
Committee to adduce evidence on the Audited Accounts of Child Welfare Society of

Kenya for the Financial Years 2015/2016 - 2018/2019.

FINANCIAL YEAR 2015/2016

1.0 Property, Plant, and Equipment

459.The Committee heard that financial statements reflect the property, plant, and equipment
balance of Kshs.1,832,062,112 out of which Kshs. 1,374,733,833 relates to Land and
buildings in various parts of the country. As previously reported, twenty-four (24) parcels of

land of an undetermined value did not have complete ownership documents as follows:

Status of Various Parcels of Land Number
With Title deed 0
Allotment Letters 9

Partial Development Plan 8

Title deed in progress 1

Others with unclear descriptions 6

Total 24

460. Although correspondences available indicate that the Society has initiated the process of
acquiring titles for some of the parcels, the process should be fast—tracked to pursue the
disputed parcels of land, cases in court, and the grabbed parcels for recovery and issuance of

ownership documents,

169



461.In the foregoing circumstances, the accuracy and completeness of the property,plant and
equipment balance of KSh 1,832,062,112 reflected in the financial statements as at 30"™ June
2016 could not be confirmed.
Management response

462.The Society informed the Committee that it is working with the Ministry of Lands to get all
the documents. There is progress in the acquisition of the titles. We have received titles and

allotment letters for most of them.

Committee’s Observations
The Committee observed that;
1. Though the Society reported some progress so far made in the acquisition of the ownership
documents, the pace has been slow.
ii.  Without the ownership documents, the Society’s parcels of land are exposed to the risks of
being grabbed, ownership disputes, and liability or contingencies associated to legal

processes in cases in courts.

Committee recommendations

1.Within three months upon the adoption of this report, the Accounting Officer for the Society
should fast-track the process of acquisition of its land ownership documents and submit to the
National Assembly the progress status report.

11.Within three months upon the adoption of this report, the Accounting Officer, in collaboration
with the Principal Secretary for Social Protection, the PS for Lands, and the National Lands

Commission, should put caveats in the lands owned to protect them from risks of illegal

transfer and dealings.
2.0. Budget Control and Performance
2.1. Revenue
463.The Committee heard that the Child Welfare Society of Kenya had budgeted for revenue

totalling Kshs. . 4,200,000,000 as follows:
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Source Budget Actual Over (Under) Dverf(underf
Kshs. Kshs. Kshs. Yo

GOK Grant — Recurent | 1,500,000,000 | 347,250,000 | (1,152,750,000) | (77%)

GOK Grant — | 2,700,000,000 | 400,000,000 | (2,300,000,000) | (85%)
Development

Other Grant - 65,260,264 | 65260264 100%

Other Income = 6,156,335 6,156,335 100%

Total 4,200,000,000 | 818,666,599 | (3,381,333,401) | (81%)

464 However, the actual revenue realized amounted to Kshs. 818,666,599 resulting in a shortfall
of Kshs. 3,381,333,401 or 81%. The shortfall was mainly attributed to non-receipt of
Government grants totalling Kshs. 3,452,750,000 or 82%. Despite the actual receipt of Kshs.
49,240,248 under other grants and other income in the 2014/2015 financial year, no estimate
was made under these items during the 2015/2016.

465.No satisfactory reasons have been provided for the failure to budget for these other sources
of revenue. Further. no explanatory note was provided in the financial statement for revenue

shortfalls of over or under 10% as required.

Management response
466.The Society informed the Committee that this is a result of a budgetary allocation shortfall
Kshs. 3,381,333,401, which was not released by the National Treasury.

2.2 Expenditure

467.The Committee heard that Actual expenditure amounted to Kshs. 910,139,768 against the
approved budget of Kshs. 4,200,000,000 for both development and recurrent expenditure,
resulting in an under expenditure of Kshs. 3,289,860,232 or 78% as follows.

Programme/Activity Budget Actual Over/(Under) Over/(Under)
Kshs. Kshs.

Recurrent 1,500,000,000 | 438,723,169 | (1,061,276,831) | (71%)

Development 2,700,000,000 | 400,000,000 |(2,300,000,000) | (85%)
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Other Grants - 65,260,264 | 65,260,264 100%

Other Income - 6,156,335 6,156,335 100%

TOTAL 4,200,000,000 | 910,139,768 | (3,289,860,232) | (78%)

468.However, the Society did not provide explanatory notes to the financial statement as required

for expenditures of over and under 10%.

469.As a result, the society has not contained its expenditure within the approved budget for

2015/2016.

Management response

470.The Society informed the Committee that it received Kshs. 818,666,599. The Ksh

1.

1.

4,200,000,000 was our budget. Ksh. 289,860,232 was not released, though CWSK requested

the amount.

Committee’s Observations

The Committee observed that;

The society reported actual revenue of Kshs, 818,666,599 resulting to a shortfall of Kshs.
3,381,333,401 or 81% mainly attributed to non-receipt of Government grants totalling Kshs.
3,452,750,000 or 82%.

The Society did not provide explanatory notes to the financial statement for over- and under
expenditures above or below 10%,. contrary to the Public Sector Standards Board disclosure
requirements.

The society reported actual expenditure of Kshs. 910,139,768 resulting to a shortfall of Kshs.
3,289,860,232 or 78%. This derailed the realization of the budgetary targets and service
delivery to the public.

Committee recommendation
Within three months upon the adoption of this report, the Accounting Officer of the Society
should at all times ensure that budgetary projections are based on realistic assumptions and

incorporate all possible streams of revenue.
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FINANCIAL YEAR 2016/2017

1.0 Property, Plant and Equipment

471.The Committee heard that, the statement of financial position as at 30 June 2017 reflect
property, plant and equipment balance of Kshs. 2,145,456,438 out of which relates to land
and buildings,, As previously reported, nineteen (19) parcels of land spread across the country
had partial or no ownership documents. Although evidence availed by the Society shows that
it is in the process of acquiring the ownership documents for some parcels of land, the process
of resolving disputed land issues and court cases should be fast tracked to ensure security of
the public assets.

472 Further, the Society did not maintain a proper fixed assets register for property, plant and
equipment with necessary details such as; record of each parcel of land and each building and
the terms on which it is held, with reference to, the conveyance, address, area, dates of
acquisition, disposal or major change in use, capital expenditure, leasehold terms,
maintenance contracts and other pertinent management details as required. Documents
availed for audit indicated that only a listing of various properties was maintained.

In addition, the financial statements did not include a summary of fixed assets, which should

disclose the nature, value, and status of the assets owned by the Society as at 30 June 2017
473.In the circumstances, it has not been possible to confirm the accuracy, completeness of the

property, plant, and equipment balance of reflected in the statement of financial position as at

30 June 2017.

Management response
474.The management informed the Committee that the society is working with the Ministry of
lands to get all the documents. There is progress in the acquisition of the titles. We have

received titles and allotment letters for most of them.

Committee’s Observations

The Committee observed that;

Though the Society reported some progress so far made in the acquisition of the ownership
documents, the pace has been slow.
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ii.

iil.

1.

.

Without the ownership documents, the Society’s parcels of land are exposed to the risks of
being grabbed, ownership disputes, and liability or contingencies associated to legal processes
in cases in courts,

The Society failed to maintain a proper fixed assets register for property, plant and equipment
with necessary details contrary to section 143(1) of the PFM regulation which requires that
the Accounting Officer to be responsible for maintaining a register of assets under his or her

control or possession as prescribed by the relevant laws.

Committee‘s recommendations

Within three months upon the adoption of this report, the Accounting Officer for the Scciety
should fast-track the process of acquisition of its land ownership documents and submit to the
National Assembly the progress status report.

Within three months upon the adoption of this report, the Accounting Officer in collaboration
with the Principal Secretary for Social Protection, the PS for Lands, and the National Lands
Commission, should put caveats in the lands owned to protect them from risks of illegal
transfer and dealings.

Within three months upon adoption of this report, the Accounting Officer to prepare an asset

register and submit it to the National Assembly.

2. Inventory and Stores Management

475.The Committee heard that the financial statements for the year ended 30 June 2017 reflect

inventories totaling Kshs. 59,513,036. However, no stock take exercise was carried out at the

end of the year to establish the accuracy of this balance as required.

476.In the circumstances, it has not been possible to verify and confirm the accuracy, nature,

existence, and value of the inventory owned by the Society as at 30 June 2017.

Management response

477.The Inventories balance as at 30" June 2017 was Ksh 19.807.217 as indicated in the financial

statements. The stock take exercise sheets are available for 2016/17
Committee’s Observations
The Committee observed that;
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i. Reported inventories of Kshs. 59,513,036 lacked stock sheets, implying stock exercise was
not carried out.
1i. The poor inventory and store management exposed the assets of the society to nisks of losses
and inaccuracies in balances on the financial statements.
ini. The belatedly submitted stock sheets lacked the details of values of the respective inventories;
hence, they do not serve the intended purpose of establishing the value of the inventory, which

is the basis and rationale of conducting the stock take exercise.

Committee’s recommendations
The Committee recommends that the Accounting Officer should at all times ensure that
regular stock take exercise is conducted and accurate stock amounts are incorporated in the

financial statements.

Budget and Budgetary Performance
1.1 Revenue

478.The Committee heard that the Society received grants totalling Kshs. 915,670,771 against the
estimated total of Kshs. 917,520,771 resulting in a shortfall of only Kshs. 1,850,000. The
recurrent vote was allocated Kshs. 480,000,000 while the development vote was allocated
Kshs. 298,650,000 with an additional Kshs. 100,000,000 reserved for Orphans and Vulnerable
Children (OVC). The Society also received grants from donors such as UNICEF, Kshs.
10,000,000 against Kshs. 32,991,800 in 2015/2016, Nakuru Lapsetry Kshs. 17,100,400 etc,
all totalling Kshs. 32,026,805 and other incomes from investments totalling Kshs. 4,243,966

as shown below:

Revenue head Pudget Kshs. Actual Kshs, Excess/(shortfall) | Excess/(shortfall)
Kshs. Y
Government 481,250,000 480,800,000 (450,000) (0.09)
grants
Recurrent
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Government | 300,000,000 298.600,000 (1,400,000) (0.47)
grant

Development

ovC 100,000,000 100,000,000 0 0
development

Other rants 32,026,805 32,026,805 0 0
Other income | 4,243,966 4,243 966 0 0
Total 917,520,771 915,670,771 (1,850,000) (0.2)

1.2 Expenditure

479.Expenditure analysis indicates that the Society had budgeted to spend a total of

Kshs.913,144,922 but actual expenditure amounted to Kshs. 868,589,833 and thereby under-

spent the budgeted amount by Kshs.44,555,089 or 5% as tabulated below:

Expenditure udget Kshs. Actual Kshs. pder (<) Kshs. \Over/Under

(=)

Yo
Compensation of employees 300,000,000 266,662,658 33,337,342 -11
Directors expenses 2,500,000 2,548,775 48,775 2
Administrative expenses 125,500,000 105,863,763 119,636,237 -16
Foster Care & Guardianship [20,000,000 11205477 -8, 794,523 44
Programme -
Adoption Programme 12,000,000 297,925 -11, 702,075 08
OVC Development 131,894,922 129,793,075 -2, 101 847 -2
P)eve]opment Budget 300,000,000 734 624,686 34,624,686 12
Capital expenditure 21,250,000 [17,593,474 | -3,656,526 -17
Total 913,144,922 [868,589,833 -44, 555,089 [(5)

480.The under expenditure of Kshs. 44,555,089 was explained as a deliberate effort to ensure that

at all times the Society had emergency response/rescue funds to cater for mainly adoption
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481.

482

1.

483.

programme where Kshs. 11,702,075 or 98% was saved, foster care and guardianship
programmes where Kshs, 8,794,523 or 44% was saved. The over expenditure of Kshs.
34,624,686 or 12% under the development budget was attributed to emergency acquisition of
additional capital items such as beds, mattresses, utensils, etc.

The Society should therefore consider budgeting for contingencies to avoid forced savings on

specific budgetary items.

Management response

.The management informed the Committee that the funds saved from the under-expenditure

are for the Emergency Response Programme and to cater for children's welfare at all times.
Committee observation

The Committee observed that,

The society reported actual revenue of Kshs. 915,670,771 resulting in a shortfall of Kshs.
1,850,000, mainly attributed to non-receipt of the Government grant.

The society reported actual expenditure of Kshs. 868,589,833 resulting to under expenditure
of Kshs. 44,555,089 or 5%. This derailed the realization of the budgetary targets and service
delivery to the public.

Committee recommendation

The Accounting Officer of the Society should at all times ensure that budgetary projections

are based on realistic assumptions and incorporate all possible streams of revenue,

FINANCIAL YEAR 2017/2018

1. Property Plant and Equipment

The Committee heard that, the statement of financial position as at 30 June 2018 reflects
property, plant and equipment balance of Kshs.2.500, 083, 716 which includes an amount of
Kshs. 1,147,113,276 in respect to land. As previously reported, nineteen (19) parcels of land
spread across the country had partial or no ownership documents. Although evidence availed
by the Society shows progress in acquiring the ownership documents for some parcels of land,
the process of resolving disputed land issues and Court cases should be fast tracked to ensure
security of the public assets.
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484 Further, the Society did not maintain a comprehensive fixed assets register for property, plant
and equipment with necessary details such as; record of each parcel of land and each building
and the terms in which it is held, with reference to, the conveyance, address, area, dates of
acquisition, disposal or major change in use, capital expenditure, leasehold terms,
maintenance contracts and other pertinent management details as required. Documents made
available for audit indicated that only a listing of various properties was maintained.

485.In the circumstances, it has not been possible to confirm the accuracy, custody, security,
valuation, and completeness of the property, plant, and equipment balance of Kshs.

2,500,083,716 as at 30 June 2018.

Management response

486.The management informed the committee that the Society is working with the Ministry of
Lands to get all the documents. There is progress in the acquisition of the titles. We have
received titles and allotment letters for most of them.

Committee Observations and Recommendations

487.The Committee observed that the issue on Non-Performing Investment in Unquoted Equities
was deliberated in its Report for the financial year ending 30" June, 2017, and upholds the

observations and recommendations therein.

2.0 Inventory and Stores Management

488.The Committee heard that the statement of financial position as at 30 June 2018 reflects an
amount of Kshs. 17,786,191 in respect of Inventories for construction materials paid for but
not collected from the suppliers. However, no documentary evidence was provided for audit
scrutiny to show that a stock take was carried out at the end of the financial year as required.
Consequently, it has not been possible to confirm the balances held by the suppliers or the
accuracy and completeness of the Kshs. 17,786,191 inventories balance as at 30 June 2018
Management response

489. The manager informed the Committee that the stock take sheets are available.
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Committee’s Observation and Recommendation
The Committee observed that the matter on Property Plant and Equipment was deliberated on
its report for the financial year ending 30" June 2017 and upholds its recommendations

therein.

3.0 Unremitted Pay as You Earn (PAYE)

490.The Committee heard that the statement of financial position as at 30 June 2018 reflects trade
and other payables balance of Kshs. 71,101,478, which includes PAYE deductions amounting
to Kshs. 54,206,764. A review of the status as at the time of audit in March 2019 indicate that
between August and December 2018 an amount of Kshs, 30,859,009 had been remitted to
Kenya Revenue Authority (KRA), leaving a balance of Kshs. 23,347,755 outstanding.

491.Failure to remit PAYE deductions within the stipulated timelines exposes the Society to

payment of avoidable interest and penalties to Kenya Revenue Authority

Management response
492.The management informed the Committee that the amount relates to erroneous entries made
to the PAYE liability account and that Journal entries have been passed to correct the same in

the year 2022/2023 financial year.

Committee’s Observations

The Committee observed that,

The PAYE outstanding of Kshs. 23,347,755 continues to attract fines and penalties if not
settled within the legally stipulated timelines. The management explanation that the amount
relates to erroneous entries made to the PAYE liability account and that Journal entries have
been passed to correct the anomaly in the financial year 2022/2023 was not supported by any
documentary evidence on how the error arose. Further, there was no clearance certificate
indicating that the society's PAYE agency account with KRA was fully settled.

The magnitude of the amount in question and the admission by the management of the Society
that there were erroneous entries made to the PAYE liability account is an indication of a

weakness In payroll management and ineffective internal audit function within the Society.
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1.

Committee’s recommendations

Within three months upon adoption of this report, the Accounting Officer to provide a current
compliance certificate from the KRA to the National Assembly and the Auditor-General and
a report detailing how the error of such magnitude arose in the society’s books. The report
should include explanatory notes on which financial years the amount relates to and which
individuals or KRA PINs were affected.

The Accounting Officer of the Society should strengthen its internal audit unit to facilitate

early detection, deterrent and correction of such errors.

4.0 Trustees Account

493.The Committee heard that, the statement of financial position as at 30 June 2018 reflects

current assets balance of KSh. 195,951,996. Included in this balance is an amount of Kshs.
120,659,747 described as Trustees Account which is explained in Note 16 to the financial
statements as income generating activities and property held there under which continue to be
presided over by the Trustees under the Trust Deed of 12 June 1970 as per Legal Notice No.
58 of 2014.

However, the analyses provided did not fully support the increase of Kshs.52, 059242 from
Kshs. 68,600,505 in 2016/2017 to Kshs. 120,659,747 in 2017/2018.

In consequence, the accuracy of the Trustees Account balance of Kshs. 120,659,747 as at 30

June 2018 could not be confirmed.

Management response

494. The management informed the Committee that, there was a mispositioning of figures in the

Balance sheet where FY 2017 cash balance of Kshs 68,600,505 was positioned against

Trustees balance in June 30" 2018.

Committee’s Observations
The Committee observed that the presumed increase of Kshs.52, 059242 was a transposition
error when presenting the balances on the face of the statement of financial position. The error

did not have an effect the actual figures but was misleading.
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Committee’s recommendation

The Accounting Officer of the Society should strengthen its internal audit unit to facilitate
garly detection and correction of such errors,

1.0. Budgetary Control and Performance

1.1. Revenue

The Committee heard that, the society had budgeted for revenue totalling Kshs. 1,079,828,192
but total realized amounted to Kshs. 935,821,227 resulting to a shortfall of Kshs. 144,006,965

or 13% as follows:

Budget ActualExcess/(Shortfall) [Variance
RevenueHead Kshs. Kshs.[Kshs. %
Government  Grants-[481,250,000 |481,250,000 0 W]

Recurrent

Government  Grants-[300,000,000 [225,000,000 [(75,000,000) 25
Development

Orphansand Vulnerable [276,000,000 [207,000,000 (69,000,000) 25

Children

ProjectsGrants-Nakuru  |[18,878,192  |18,875,192 |0 i
Lapsetry i

Donations/other 3,700,000 3,693,035 |[(6,965) 0.2
Incomes )

Total 1,079,828,192 935,821,227 |(144,006,965) 13

495, The shortfall was largely attributed to a shortfall in Government Development Grants, which
had a budget of Kshs. 300,000,000 against actual receipts of Kshs. 225,000,000 and Orphans
and Vulnerable Children receipts, which were budgeted at Kshs. 276,000,000, but actual
receipts amounted to Kshs. 207,000,000,

1.0 Expenditure
496.The Committee heard that the Society had budgeted for expenditure totalling Kshs.
913,250,000, but the actual amount spent was Kshs. 918,070,524 resulting to an over-

expenditure of

[Budget Actual Over/(Under) Variance
Expenditure Kshs. Kshs. Kshs. o
Operating Expenses 99,620,506 99,035,170 (585,336) 0.6
Family Strengtheningd]13,000,000 12,689,711 (310,289) 0.2
tracing
Capital expenditure 94,279,404 8,926,308 (85.353,186) 21
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497.The management informed the Committee that the Over expenditure is at an acceptable level

Personnel Costs 271,200,000 270,160,151  [(1,039,849) 0.3
Trustee Expenses 2.150,000 2,202,429 52,429 2.4
Sub-Total 481,250,000 393,013,769  |(88,236,231) 18
OVC Development

Capacity Building 14,200,000 13,112,339 JL87,661)
Education & Skills{#5,000,000  [43,589,270  |(1,410,730) 3
Deyv.

Emergency 62.800,000 13.425,770 (49,374,230) 79
| Preparedness -

Temporary Places of{76,000,000 75,632,601 (367,399) 0.5
Safety 3 o

Alternative Family9,000,000 8,732,250 (367,750) 3
Care

Sub-Total 207,000,000 [154,492,230  |(52,507,770) 25
Projects Development [225,000.000 [370,564,525 (145,564,525 65
Total 913,250,000 918,070,524 14,820,524 1

Management Response

of 1%.

Committee observations

The Committee observed that,

i.  The society reported actual revenue of Kshs. 935,821,227 resulting in a shortfall of Kshs.

ii.

144,006,965 or 13%, mainly attributed to non-receipt of the Government grant.

The society reported actual expenditure of Kshs. 918,070,524 resulting in an over expenditure
of Kshs. 4,820,524 or 5%. This implies that the society incurred an unapproved expenditure
of the same amount contrary to Section 12 of the State Corporations Act, CAP 446. The
section provides that no state corporation shall, without the prior approval in writing of the
Minister and the Treasury, incur any expenditure for which provision has not been made in

an annual estimate prepared and approved in accordance with section 11.
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Committee recommendation
The Commuittee reprimands the Accounting Officer of the Society for breach of Section 12 of

the State Corporations Act, CAP 446.

Expiry of Board of Directors Term

498.The Committee heard that Section 7(1) of the Child Welfare Society of Kenya Order 2014

499

il

1il.

requires that the management of the Society shall be vested in a non-executive Board which
consists of a chairman and 6 members, while the Chief Executive Officer of the society is the
Secretary to the Board. It was, however, noted that the term of the previous Board expired on
20 March 2018, and the Society therefore operated for three months without a Board. At the

time of the audit in March 2019, a Board was still not in place.

Management response

The management informed the Committee that the delay in appointment of the Board was as
a result of conflict of operations of the Legal Order No. 58 of 2014 and Trustee deed. The
Board was appointed in 2019.

Committee’s Observations
The Committee observed that the term of the previous Board expired, and the Society
operated for three months without a Board, which could have derailed the realisation of
the strategic objectives and plans of the Society. The lapse was as a result of confhet
between the Legal Order No. 58 of 2014 and the Trustee deed, which had not yet been
resolved at the time of writing this report.
The legal status of the Child Welfare Society of Kenya was not clear in light of conflict
between the Legal Order No. 58 of 2014 and Trustee deed as to whether Child Welfare
continues to operate as state corporation, a Trustee, any other form public entity or a private
entity. Further, it was not clear whether the society should continue drawing funds from
the exchequer.
The committee noted that through a communication by the executive dated 21 January
2025, the cabinet resolved to declassify the society as a state corporation that should not
be financed through the exchequer.
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Committee’s recommendations

Within six months upon adoption of this report, the Society in collaboration with the Attormey-
General, should fast-track the resolution of the legal conflict between Legal Order No. 58 of
2014 and the Trustee deed.

Non- Non-Appointment of an Audit Committee

500.The Committee heard that Section 174(1), (2), and (4) of the Public Finance Management

501

ii.

(PFM) Act, Regulations 2015 require each national Government entity to establish an audit
committee. During the year under audit, the Society operated without an audit committee for
three months starting from April 2018, and even at the time of the audit in March 2019, it was

not put in place.

.Failure to appoint an audit committee is contrary to the requirements of the PFM Act, 2012,

and also implies that the activities of the Society's management were not independently

appraised.

Management response

502.The management informed the Committee that Legal Order No. 58 of 2014 created a conflict

between the State Corporation and the Child Welfare Society of Kenya Irrevocable Trust
Deed, therefore interfering with the normal operations of the trust. The confusion was created
by the 2 legal instruments operating at the same time. This is being resolved as the Legal order

is awaiting degazettement.

Committee’s Observations

The management was in breach of Regulations 174(1), (2) and (4) of the Public Finance
Management (PFM) Act, Regulations 2015 which requires each National Government entity
to establish an audit committee.

Not having an audit Committee in place in the Society compromised the oversight of financial
reporting, internal controls, risk management, internal and external audit processes, which are

the crucial mandates executed by the audit Committee.
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503.

504.

505.

Committee’s recommendations

The Committee reprimands the appointing authority for failure to appoint the audit committee,
thereby contravening the provisions of Section 174(1), (2), and (4) of the Public Fiance
Management (PFM) Act. Regulation 2015 requires each national Government entity to

establish an audit committee.

Information Technology (IT) Internal and Management Controls

The Committee heard that, a review of the financial transactions processing environment
revealed that the Society uses QuickBooks software for accounting and financial records
which seems inadequate to meet the demands of the society as it lacked key modules such as;
payroll processing, human resource management, asset management, procurement, child
information management etc. Further, a review of the information technology environment
revealed the following matters:

The CWSK does not have an IT strategic committee. Non-establishment of an IT strategic

committee at the board level could result in IT governance not being addressed adequately.

Management response
The Management informed the Committee that this was as a result of the conflict of operations

of the Legal Order No. 58 of 2014 and the Trust Deed. The policy is approved and in place.

Committees Observations

The committee observed that;
The Society still uses outdated QuickBooks software for accounting and financial records,
which is inadequate to meet the demands of the society as it lacks key modules such as
payroll processing, human resource management, asset management, procurement, child
imformation management.
The weak IT Internal and Management controls expose the Society to the risks of
manipulation of financial records, inefficiencies, and ineffectiveness in the processing of

various operational activities and transactions being undertaken by the society.
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m.  Non-establishment of an IT strategic committee at the board level could result in IT

governance not being addressed adequately

Committee recommendations

Within three months upon adoption of this report, the Accounting Officer should conduct an
IT needs assessment of the Society, prepare and submit a report to the National Assembly and
the Auditor-General. A copy should be shared with the line ministry with the relevant
budgetary requirement for approval and funding in the subsequent budget cycle. The society

should subsequently establish an IT strategic Committee.

FINANCIAL YEAR 2018/2019

1. Unsupported Expenditure Adjustments

506.The Committee heard that the statement of financial performance reflects an expenditure of
Kshs. 245,903,942 under Orphans and Vulnerable Children (OVC) development, which, as
disclosed in Note 11 to the financial statements, includes an amount of related to Temporary
Places of Safety. However, journal entries and supporting documents for the adjustment of
Kshs 32,279,721 from the initial reported amount of Kshs. 94,780,057 were not provided for
audit. Consequently, the accuracy of the expenditure of Kshs. 127,059,778 reported for

Temporary Places of Safety could not be confirmed.

Management response

507.The management informed the committee that the amount had not been captured initially in
the draft accounts but was captured in the final accounts.
Committee's Observations
The committee observed that the journal entries and supporting documents for the adjustment
of Kshs, 32,279,721 were not provided for audit. This was in contravention to section 62 of

the Public Audit Act, CAP 412,
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Committee recommendations
The Committee reprimands the then Accounting Officer for dereliction of duty punishable

under section 62 of the Public Audit Act CAP 412 B.

2.0 Property, Plant and Equipment

508.The statement of financial position reflects a balance of Kshs. 2,853,099,079 under property,

plant, and equipment. The following observations were made regarding the balance:

2.1 Land without Ownership Documents

509.The reported property, plant, and equipment balance includes an amount of Kshs.

1,151,313,276 relating to land. However, as previously reported, nineteen (19) parcels of land
spread across the country had no ownership documents. Although evidence provided by the
Society indicated progress in acquiring the ownership documents for some parcels of land,

disputes and Court cases concerning the land parcels had not been settled.

510.Further, the Society did not provide for audit review a comprehensive fixed assets register for

11

land and buildings with necessary details such as; record for each parcel of land and each
building and the terms under which 1t is held, with reference to the conveyance, address, area,
dates of acquisition, disposal or major change in use, capital expenditure leasehold terms,
maintenance contracts and other details as required under Regulation 143(2) of Public Finance

Management Regulations, 2015

In the circumstances, it has not been possible to confirm the accuracy, existence and

completeness of the property, plant and equipment balance of Kshs. 2,853,099,079. It could
also not be confirmed whether Management had applied adequate measures to safeguard the

Society's assets.

Management response

512.The management informed the Committee that, Society is working with the Ministry of lands

to get all the documents. There is progress in the acquisition of the titles. We have received
titles and allotment letters for most of them.
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Committee’s Observations and Recommendations
The Committee observed that the matter on lands without ownership documents were
deliberated on its report for the financial year ending 30" June 2018 and upholds its

recommendations therein,

Unsupported Additions to Property, Plant and Equipment

513.As disclosed in Note 12 to the financial statements, additions to property, plant, and
equipment amounted to Kshs. 372,905. 970 during the year under review. However, payment
vouchers in support of the purchase of the assets totaling Kshs. 48,423,043 relating to a
borehole (Kshs. 3,966,226); parking bay (Kshs. 2,289,800); computers and accessories (Kshs.
. 3,898,000); furniture and equipment (Kshs.2,847,000) and motor vehicle (Kshs. 33,422,017)
were not provided for audit.

514. Management explained that the payment vouchers were missing from the Society’s offices
and the matter had been reported at Langata Police Station, the outcome of the investigations
had not been communicated.

In the circumstances, it has not been possible to confirm the accuracy and validity of the

reported property, plant and equipment balance of Kshs. 2,853,099,079

Management response

515.The payment vouchers were misfiled. They have been located and are now available

Committee’s Observations

The Committee observed that;

The payment vouchers in support of the purchase of the assets totalling Kshs.48,423,043
relating to a borehole (Kshs.3,966,226); parking bay (Kshs.2,289,800); computers and
accessories (Kshs.5,898,000); furniture and equipment (Kshs.2,847,000) and motor vehicle
(Kshs. Kshs.33,422,017) were not provided for audit. This was in contravention to section 62
of the Public Audit Act, CAP 412

The management of the society's written response that the wvouchers were misfiled
contradicted the verbal submission, which indicated that the vouchers had been taken away
by some unscrupulous staff with the intention to frustrate the management.
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There was no documentary evidence submitted to either confirm that the matter of the missing
vouchers was reported at Lang’ata Police Station or to indicate the outcome of the police case.
No documentary evidence was adduced to confirm that any administrative action was taken
on the unscrupulous staff members who were frustrating the management by mishandling the

documents of the society.
Committee recommendations
The Committee reprimands the then Accounting Officer for dereliction of duty punishable

under section 62 of the Public Audit Act CAP 412 B,

4. Inventories

516.The statement of financial position reflects an amount of Kshs.2, 894,020 in respect of

inventories which, as disclosed under Note 14 to the financial statements, related to beddings
and cutlery. However, stock-taking sheets in support of the balance were not provided for
audit. Consequently, it has not been possible to confirm the accuracy and completeness of the

reported inventories” balance of Kshs. 2,894,020.

Management Response

517.The management informed the Committee that a stock take exercise was done, and stock take

sheets are available.
Committee observation and recommendation
The Committee observed that the matter on inventories was deliberated on in its report for the

financial year ending 30™ June 2017 and upholds its recommendations therein.

5 Unreconciled Variance in Receivables

518.The statement of financial position reflects a receivables balance of Kshs.6, 136, 717 which,

as disclosed in Note 15 to the financial statements, comprised deposits refundable and staff
debtors of Kshs.827, 525 and Kshs.5, 309,192 respectively. However, the reported receivables
balance of Kshs.6,136, 717 differed with the ledger balance of Kshs.7,196,241 by an
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unexplained difference of Kshs.1,059,524. Consequently, the accuracy and completeness of

the receivables balance of Kshs. 6,136,717 could not be confirmed.

Management response
519.The management informed the Committee that, these were staff motor vehicle loan deductions
from payroll which had not been posted. At the finalization of the accounts, the ledger and

the account balances were balancing.

Committee observations

The reported receivables balance of Kshs 6, 136,717 differed with the ledger balance of
Kshs.7, 196,241 resulting to an unexplained difference of Kshs.1, 059,524. However, the
submission by the management that the variance resulted from loan deductions not posted but
the final accounts, the ledger and account figures balanced, was misleading since the auditors

verified the final accounts and hence the audit query.

Committee recommendation

The Committee reprimands the Accounting Officer for the misleading submission to the
Committee. Failure to keep proper records or concealing, or wrongfully destroying,
information that is required to be recorded is an offence prescribed and punishable under

Section 197 of the PFM Act CAP 412A.

6. Budgetary Control and Performance

520.The Committee heard that society had an approved budget of Kshs.935, 424,000 for recurrent
expenditure and OVC development programmes. However, actual expenditure amounted to
Kshs. 752, 519,697 resulting in an expenditure of Kshs.182, 904,303 or 19.6%. The under-
expenditure may have had a negative impact on service delivery. Further, the Society had an
approved project development budget of Kshs. 281,500,000 against an actual expenditure of
Kshs.312,026,743 resulting to an over expenditure of Kshs. 30,526,743 or 11%. The

Management has not explained the source of the extra funding.
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Management response

521.The management informed the Committee that the Society received funds late from the
exchequer, 1.e, on 28th May 2019 and 24th June 2019, of Ksh 114,856,000 and 119,000,000
respectively, which occasioned the under expenditure 2018/19.

522.The Society did not receive Ksh 300,000,000 as budgeted and fell short by Ksh 18,500,000,
thereby giving an over expenditure of 11%. If we had received the full amount of the budget,

the over-expenditure would have been within the tolerable limit.

Committee’s Observations

The society under-spent by Kshs. 182,904,303 or 19.6% on the recurrent budget and overspent
on the development budget by Kshs. 30,526,743 or 11%, which negatively impacted the
realisation of the envisaged critical public service delivery in the programme.

The management did not provide documentary evidence that the over-expenditure by 11%
was procedurally regularized through supplementary budgets pursuant to the provision of
Regulation 40 of the PFM (National Government) Regulations 2015 which provides that Prior
to incurring any additional expenditure an Accounting Officers shall seek the approval of the
National Treasury, and if approval is granted by the Cabinet Secretary it shall be
communicated to the Accounting Officers through a notification which shall be copied to the

Auditor-General and the Controller of Budget.

Committee recommendations

Within three months upon adoption of this report, the Auditor-General to audit all the streams
of revenue with the aim of establishing whether the society has been making full disclosure
of its revenue and whether the revenues are used for lawful purposes and report in the
subsequent audit cycle.

The Committee reprimands the then Accounting Officer for failure to comply with Regulation

40 of the PFM (Mational Government) Regulations 2015,

7. Delayed Completion of Projects and Irregular Variations
523.The reported property, plant and equipment balance of Kshs.2,853,099,079 includes an
amount of Kshs. 1,381,433,046 relating to construction works in progress. However, most of
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the Projects did not have a specified completion period except the Proposed Foster Care

Centre Project in Joska, which had a completion period of 52 weeks from 4 April, 2014. The

project had not been completed by the time of the audit in April 2020. In addition, cost

variations ranging from 4.7% to 199% from the initial estimated costs of the Projects were

noted as analyzed below:

| Initial Project
Project Budget Variatio
Cost Estimates n
Estimates 2018/19 Percent
Project Name Kshs. Kshs. age
1 | Proposed Foster Care Centers, CWSK Isiolo 357,000,000 | 665,052,012 | 86%
2 | Proposed Foster Care Centers, CWSK Nanyuki 394,971,904 | 613,363,838 | 55%
3 | Proposed Foster Care Centers, CWSK Mama Ngina| 258,000,000 | 593,560,457 | 130%
4 | Proposed Foster Care Centers, CWSK Murang'a 211,000,000 | 494,866, 167 | 136%
5 | Proposed Foster Care Centers, CWSK Joska 300,000,000 | 628,766,776 | 110%
6 | Proposed Foster Care Centers, CWSK Bungoma 218,021,007 | 465,255,303 | 113%
7 | Proposed Foster Care Centers, CWSK Embu 147,432,032 | 440,752,481 | 199%
8 | Proposed Foster Care Centers, CWSK Kisumu 371,000,000 | 615,452,481 | 66%
9 | Proposed Foster Care Centers, CWSK Bomet 155,755,914 | 436,452,481 | 180%
10 | Proposed Foster Care Centers, CWSK Kisii 220,444 635 | 241,000,000 | 9%
11 | Proposed Foster Care Centers, CWSK Nyahururu | 217,800,000 | 228,000,000 | 4.7%
12 | Proposed Foster Care Centers, CWSK. Lodwar 218,250,000 | 433,252,481 | 98%
13 | Proposed Foster Care Centers, CWSK Baringo 218,100,000 | 419,252,481 | 92%
14 | Proposed Perimeter Wall CWSK HQS 1,400,000 14,775,000 |29.6%

524.No evidence was provided that the procedure and conditions for variation of contracts

provided under Section 139 (1), (2), (3), and (4) of the Public Procurement and Asset Disposal

Act, 2015 were observed. In addition, the contract price for some of the Projects had increased

by more than 25% contrary to Section 139(5) of the Public Procurement and Asset Disposal

Act, 2015 which provides that where variations result in an increment of the contract price by

more than twenty-five percent, such variations shall be tendered for separately. Further, the
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stalled projects and uncertainty in project completion timelines may lead to further cost

escalations,

525.In the circumstances, the Society was in breach of the law, and the regularity and value for

b)

11i.

money on the expenditure could not be confirmed.

Management response

The projects have been progressing as per the availability of funds. The trustees are working
hard to ensure that projects are seen through to completion in the shortest time possible
There was no variation of the projects cost. There is no BQ for any given site as a whole.
Every unit within the site has its own B(Q) e.g. bungalow, marionette, school, kitchen, stores
admin block, perimeter wall etc. The projects are implemented in phases depending on the
need and availability of funds. The initial project costs included only units to be started at the
time and did not include units that were to be developed later at the site as a whole. The current
costs indicated do not imply cost increment or variation, but rather the inclusion of additional

units

Committees Observations

The Committee observed that;

The assertion by the management that every unit within the site has its own Bills of Quantity
(BQ)e.g. bungalow, marionette, school, kitchen, stores administration block, perimeter wall
hence there is no BQ for any given site as a whole was not convincing and an indication of
poor projects’ planning, management and implementation.

The contract price for some of the Projects had increased by more than 25% contrary to
Section 139(5) of the Public Procurement and Asset Disposal Act, 2015, which provides that
where variations result in an increment of the contract price by more than twenty-five percent.
The delay in implementation of the capital projects by the Society exposes them to risks of
escalation of the costs on account of fluctuation in inflation rates, exchange rates, penalties

and fines for contravening contractual timelines obligations.

Committee recommendations
1. Within three months upon adoption of this report, the Accounting Officer should
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prepare and submit to the National Assembly and Auditor-General a report on all the
capital projects in question, planned completion timelines and the respective costs to
completion and accompany the same with contract documents, certified works done
by the department of Public works and the certificate of completion for each of the
said capital projects. The Auditor-General should review and report the status in the
subsequent Audit cycle.

1.  Within three months upon adoption of this report, EACC should investigate how the
procurement of the projects were done, any irregularities and related financial loss,
and submit the report to the National Assembly. Further, if any officer is found
culpable for the nugatory expenditure, he/she should be held personally liable for any
loss of public funds. DPP should initiate a legal process to recover the amount so lost

from the concemed officer (s) at the prevailing CBK rates.

8. Non-Compliance with Reporting Guidelines
526.The Committee heard that the Progress on follow-up of audit matters reported in the prior
year was not provided in the financial statements, contrary to the reporting guidelines issued

by the Public Sector Accounting Standards Board (PSASB).

Management response
527.The management informed the Committee that they have since implemented the auditor’s

recommendations.

Committee Observations

The Committee observed;

The society did not provide the progress on follow-up of audit matters in the prior year,
contrary to the reporting guidelines issued by the Public Sector Accounting Standards Board
(PSASB).

Consequently, it could not be reviewed to what extent the audit issues raised had been

addressed.
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Committee’s recommendations
The Committee reprimands the then Accounting Officer for contravening the reporting

guidelines issued by the Public Sector Accounting Standards Board (PSASB).

9. Lack of Board of Directors

528.The Committee heard that Section 70 of the Child Welfare Society of Kenya Order, 2014
provides that the Management of the Society shall be vested in a Non-Executive Board
consisting of a Chairman and six (6) Members with the Chief Executive Officer of the Society
as the Secretary. However, during the financial year 2018/2019, the Society operated without

a Board of Directors.

Management response
529.The management informed the Committee that the delay in the appointment of the Board was

a result of the conflict of operations of the Legal Order No. 58 of 2014 and the Trustee deed.

Committee Observations and Recommendations
The Committee observed that the issue of the Lack of Board directors in its report for the
financial year ending 30™ June 2018 and upholds its recommendations therein.
10. Non-Appointment of an Audit Committee

530.The Committee heard that, the Society did not have an Audit Committee as required under
Section 73(5) of the Public Finance Management Act, 2012, which provides that every
national government public entity shall establish an Audit Committee whose composition and
functions shall be as prescribed by the Regulations. The Audit Committee forms a key
component in the governance process by providing an independent expert assessment of the
activities of top management, the quality of the risk management, financial reporting,
financial management and internal audit to the top Management.

531.In the circumstances, the effectiveness of the internal controls, risk management and overall

governance for the Society could not be confirmed.
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Management response

532.The Management informed the Committee that, Legal Order No. 58 of 2014 created a conflict

between State Corporation and Child Welfare Society of Kenya irrevocable trust deed
therefore interfering with the normal operations of the trust. This is being resolved as the

Legal order is awaiting de-gazettement. The Board of Directors is now in place.

Committee’s Observation and Recommendations
The Committee observed that the issue on non-appointment of Audit committee was
deliberated on its report for the financial year ending 30" June 2016 and upholds its

recommendations therein.

11. Inadequate Information Technology (IT) Internal Controls

533.The Committee heard that, the society did not have an IT Strategic Committee, a formally

approved IT Security Policy, an IT Continuity Plan and a Disaster Recovery Plan. Non-
establishment of an IT Strategic Committee at the Board level may have resulted in IT
governance not being addressed adequately. In addition, data confidentiality, integrity and
availability as well as continuity of operations in case of a disaster could not be confirmed.

Management response

534.The management informed the Committee that, an approved IT Policy, IT continuity plan and

Disaster Recovery plan are now in place.

Committee’s Observation and recommendations
The Committee observed that the matter on inadequate IT Internal Controls was deliberated
on its report for the financial year ending 30™ June 2018 and upholds its recommendations

therein.
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