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Public participation on financial 
matters is not a choice but a 
mandatory requirement which 

is enshrined in our Constitution and 
Public Finance Management Act 
(PFM), 2012. The public is a primary 
stakeholder in all the programmes 
implemented by the Government 
on their behalf. The Government 
is therefore obliged to maintain an 
effective system of accountability to 
the people of Kenya. We must be 
accountable for collection of revenue, 
management of public debt and 
expenditure on public programs for 
delivery of goods and services.

Since taking office, the Jubilee 
government has steered our country 
through a myriad of challenges 
including transition to devolution  and 
terrorist attacks, among others. We 
have made strong decisions which 
have mitigated the negative impact to 
growth and maintained sustainable 
public finances, as well as a stable 
macro-economic environment.

Going forward, we are developing 
and implementing policies to address 
the challenges facing our economy, 
which include slow growth, high 
unemployment, and poverty.  
Therefore this calls for greater 
cooperation, public participation and 
better coordination of interventions to 
get things done.

While we celebrate our achievements 
as a young nation of just slightly 
above 50 years, our work is far from 
done. We must continue our process 
of economic transformation despite 
the many challenges in the domestic 
and global arena.

Statement from the

Cabinet Secretary

Public participation in 
Government plans is 
key to success

has developed and forwarded the 
PFM regulations to Parliament for 
adoption to give effect to the full 
implementation of the PFM Act. The 
regulations which will be available in 
due course will provide a framework 
that will ensure public participation is 
regular, predictable and systematic. 

The concern of the public is to see 
how the utilization of public resources 
by various Ministries/Departments/
Agencies (MDAs) impacts positively on 
their lives. In this regard, Accounting 
Officers and those entrusted with the 
management of public resources are 
duty bound to inform the citizens on the 
results being achieved through public 
spending and whether the public is 
getting value for money spent.

The recent emphasis on Performance 
Management is aimed at enhancing 
the ability of public managers to 
adopt innovative techniques in using 
public resources in order to achieve 
planned results. This is also intended 
to scale up the need for greater 
accountability. Public managers 
should be able to demonstrate 
tangible value in the utilization of public 
resources through this framework  
 

Mr. Henry Rotich, The National Treasury Cabinet Secretary. (Photo/National Treasury Press)

The key message of our long term 
development plan (Vision 2030) 
is clear – To accelerate growth to 
achieve middle income status with 
a more inclusive society. No one has 
elaborated this message clearer than 
His Excellency the President during 
his numerous speeches in which 
he has reiterated an agenda of: 
Expanding electricity, transport and 
communications capacity – or more 
generally – infrastructure; Improving 
our competitiveness in order to 
create more jobs; Addressing security 
challenges; Assuring food security and 
expanding agricultural opportunities; 
Investing in human capital; Supporting 
devolution and; Strengthening 
public service delivery while 
combating waste and corruption. 

We therefore need to engage a higher 
gear in the implementation of the plan. 
Going forward, all delivery targets, 
sector plans, as well as county plans 
will be aligned to the Second Medium 
Term Plan. But in order to achieve the 
set targets, we must entrench the 
culture of participation in our planning 
and decision making processes. In 
this regard, the National Treasury 
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The National Treasury has 
undertaken a number of 
reforms in the public financial 

management sector but the 
adoption of a new comprehensive 
Public Finance Management (PFM) 
Act which covers the national and 
county governments in August 
2012, is probably one of the most 
outstanding.

The PFM Act enunciates the new 
roles of the National Treasury and 
that of Parliament for the oversight 
of public finances. The Act also 
includes strict provisions on budget 
preparation, regular reporting to 
Parliament, stakeholder consultations, 
sharing of information with the 
public, public debt management, 
and in line with the Constitution, 
blocking the transfer of funds and 
imposing penalties in instances of 
financial mismanagement. Also 
important is that the Act provides 
for the establishment of a Treasury 
Single Account at both the national 
and county government levels 
as a measure to strengthen cash 
management, reduce borrowing 
costs, and increase transparency in 
public finances. 

Another key milestone in PFM reforms 
has been the implementation of an 
Integrated Financial Management 
Information System (IFMIS) in all 
counties and national government 
ministries. The procurement module 
is already in use in all state agencies 
as plans are made to roll out the rest 

of the modules. IFMIS allows for the 
computerization of budget allocations 
and expenditures, procurement 
operations, reconciliation of revenue 
and payments, statements of the 
government’s financial position, and 
production of statutory reports in real 
time. 

In 2013, the Government made 
another important progress in PFM 
reforms by adopting Programme 
Based Budgeting (PBB). The PBB is 
accompanied by itemized estimates 
to guide the Ministries, Departments 
and Agencies (MDAs) in the 
implementation of the budget. This 
is an important first step and plans 
are underway to further improve the 
PBB process especially with regard 
to programme design and objectives, 
performance indicators and annual 
targets. 

But as we make important strides 
in fiscal decentralization, various 

Word from the

Principal Secretary

Dr. Kamau Thugge, EBS, The National Treasury Principal Secretary. (Photo/National Treasury Press)

Key PFM reform 
milestones in Kenya 
since the advent of 
devolution

challenges remain to be overcome. 
Key among them is the need to build 
capacity for PFM at the county level. 
The initial staffing needs of county 
treasuries were met, including through 
staff seconded from the National 
Treasury, and training activities 
already undertaken in collaboration 
with development partners. These 
developments are encouraging but a 
lot requires to be done to enable the 
counties manage their large budget 
allocations. 

On the other hand, we also 
increasingly have to contend with 
the challenge of managing the 
expectations linked to devolution. For 
many Kenyans, there are justifiably 
high expectations regarding the 
benefits of fiscal decentralization. 
However, if fiscal decentralization is 
to succeed, it has to be accompanied 
by enhanced accountability and 
efficient PFM practices at the national 
and county levels 
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I welcome you all to the sixth edition 
of Wajibika – the official Newsletter 
of the Public Financial Management 

(PFM) Reform Programme. I also 
take this opportunity to thank the 
PFM fraternity for warmly welcoming 
me into the Sector and for supporting 
the Secretariat in walking with 
you towards the realization of an 
efficient and effective public financial 
management system.

As coordinators of the reforms, we 
always try to look ahead towards the 
accomplishment of the Programme 
goals. But sometimes we also have 
to look back, to see what we have 
achieved and assess whether we 
are attaining our objectives. This is 
especially important if we will be able 
to realize our ambitions as set out 
in the ‘Public Finance Management 
Reform Strategy – 2013/2018’. This 
edition of Wajibika reviews some of the 
Programme’s recent achievements 
besides throwing light into the future.

When we look back over the past year, 
I think we can be very satisfied with 
our achievements. It is worth noting 
that we have reached the midpoint 
of the Strategy implementation, 
hence the need for the review in line 
with the requirements set out in the 
Document. There is no doubt that 
thus far, issues have emerged in the 
PFM scene that require strategic 
interventions and hence the need to 
re-look at the Strategy with a view to 
accommodating the same. A recent 
prescription by the East African 
Community Monetary Union Protocol 
on Fiscal Convergence Framework 
need to be addressed as does the 
devolution governance system and 
the resulting PFM challenges. The 
devolution governance system and 
the emerging PFM challenges also 
need to be addressed. 

Good progress has been made 
towards the review with evaluation of 
bids on the ‘Expressions of Interest’ 
completed. Plans to issue ‘Request 
for Proposals’ to the successful 
bidders is underway.  

Let me also note at this point that 
the mid-term review of the Strategy 
could not have come at a better 
time. The Government of Denmark, 
our key partner in public financial 
management reforms, is in the 
process of developing the Kenya 
Country Programme (2015 – 2020) 
and the planned review exercise 
presents an excellent opportunity 
for aligning the Danish Governance 
Programme with the interventions in 
the PFM Reform Strategy (2013/18). 
No doubt, we shall be alive to the 
Danish Programme as we undertake 
the review process.

Word from the

Ag. Programme Manager

Mr. Julius Mutua, Ag. Program Manager.

Similarly, the Ministry of Devolution  
and Planning in collaboration with the 
National Treasury and the World Bank 
is at an advanced stage of formulating 
a Programme to strengthen the 
devolution system. Again on this 
front, the Strategy reviewers will be 
expected to sharpen the focus of 
the implementing agencies towards 
delivering the goals of the proposed 
Programme.   

On another note, the PFM Secretariat 
is looking forward to spearheading the 
next Public Expenditure Framework 
Assessment (PEFA). To actualize the 
exercise, discussions on modalities 
for rolling out the assessment are 
currently underway with various 
stakeholders. The last PEFA for 
Kenya was conducted in 2012 and 
although the subsequent one was 
due in 2014, it has not happened 
since a new tool for the assessment 
is still being developed. It is therefore 
important that another round of PEFA 
be conducted to gauge our current 
standing on various parameters 
regarding public expenditure 
management.   

... the PFM Secretariat 
is looking forward to 
spearheading the next Public 
Expenditure Framework 
Assessment (PEFA)... 
discussions on modalities for 
rolling out the assessment 
are currently underway with 
various stakeholders. CONT’d on Pg 7



Wajibika6th editionJune 2015 7

I wish to reiterate that the progress 
made by various agencies towards 
implementing the PFMR Programme 
activities is impressive. The Kenya 
Revenue Authority has advanced well 
with its Data Warehouse and Business 
Intelligence modernization Project. 
The Authority has completed the 
procurement process and awarded 
the tender for the necessary software. 

The National Treasury through the 
Accountant General’s Department, 
on the other hand, has accomplished 
the establishment of the Public Sector 
Accounting Standards Board (PSASB) 
and the consolidation of Public Sector 
Financial Statements. Further, the 
Intergovernmental Fiscal Relations 
Department (IGFRD) has facilitated 
the training of key budget officers from 
the forty seven County Governments 
to improve the quality of budgeting at 
the sub-national level.

The Office of the Controller of Budget 
(OCOB) on its part has sensitized 
stakeholders on their role in the budget 
process besides strengthening its 
institutional structures. The Internal 
Auditor General renewed the audit 
software to strengthen the operations 
of the Internal Audit staff. 

The IFMIS Department deepened 
capacity building for IFMIS users 
at both the County and National 
Government levels.

This far, I would say that we are on 
the right track! 

In conclusion, I wish to thank our 
Development Partners for the financial 
and technical support offered so far 
towards the realization of the goals 
of the PFM Strategy 2013/18. In 
particular, we are very grateful to the 
Governments of Denmark, Sweden 
and the African Development Bank 
for their direct and uninterrupted 
support to the PFM Reform Strategy 
since 2006.  Thank you so much for 
staying the course!

I now welcome you to sit back, relax 
and enjoy reading Wajibika! 

PFM REFORM STRATEGY

A copy of the PFM Reform Strategy 2013–2018.

The Public Finance Management 
Reform Strategy 2013/18 is set 

to undergo a mid-term review in line 
with the requirement embedded in 
the Strategy. 

The Strategy has so far undergone 
two and a half years of implementation, 
having been launched at the 
beginning of 2013. The review will 
involve a detailed examination of 
the results obtained and problems 
encountered and establish whether 
there is need to revise the targets 
and initiatives for the second phase 
of roll out. 

Similarly, the reviewers will look at 
the results realized so far and the 
relevance, cost-effectiveness and 

PFM Reform Strategy 2013 
– 2018 set for mid-term 
review

sustainability of those results. They 
will also analyze why certain results 
have been achieved and not others 
and derive lessons for possible policy 
intervention and for preparing the 
next planning cycle. 

More importantly, the review is 
expected to provide an opportunity 
for targeted reform interventions 
on the emerging PFM challenges 
brought about by the devolved 
system of governance as well as 
regional integration within the East 
African Community Monetary Union 
Protocol. 

The review process is spearheaded 
by the National Treasury through the 
PFM Reform Secretariat 

CONT’d From Pg  6
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COUNTY VISITS

Top & Bottom: PFM-SWG members during a visit to Embu and Kilifi Counties respectively.

Public Financial Management Sector 
Working Group members on second 
round of visits to the Counties

Members of the Public Financial 
Management Sector Working 

Group (PFM-SWG) conducted a 
second round of visits to the counties 
between the 24th and the 30th of May 
2015 as a follow up to an earlier one 
held in November 2013.

In order to get a comprehensive view 
of the situation in the counties, PFM-
SWG members were split into two 
groups with one team covering the 
counties in the eastern and coastal 
regions of the country including 
Machakos, Mombasa, Kwale and 
Kilifi and the second team focusing 
on the counties in central and rift 
valley regions encompassing Embu, 
Nyeri, Nakuru, Baringo and Narok.

During the visits, the teams engaged 
with the counties on a number of 
issues with a view to identifying PFM 
challenges in order to guide future PFM 
reforms. Areas reviewed included 
county planning and budgeting; 
budget execution, accounting and 
reporting; financial management, 
accounting and reporting; 
procurement; internal control and 
internal audit; revenue mobilization; 
Integrated Financial Management 
Information System (IFMIS); staffing 
structure; infrastructure and 
systems; legislation and policies; and 
coordination between the national 
and the county governments.

Findings of the visits will initially be 
shared with the counties visited before 
being released for wide circulation.

The 2013 visits covered counties in 
the western region of country. The 
counties toured at the time included 

Busia, Homabay and Nyamira. 
Key challenges found to bedeviling 
the counties in the region included 
shortage of staff with technical skills 
in key PFM areas such as finance, 
accounting, procurement, audit, and 
budgeting; poor IFMIS connectivity 
which impacted negatively on service 
delivery; inefficiency in resource 
mobilization occasioned by manual 

methods of revenue collection; non-
compliance with National Treasury 
and relevant National Government 
circulars and regulations on employee 
remuneration and payment of 
allowances, among others 
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By Argwings Owiti

Kenya’s National Treasury has 
published its first consolidated 

financial statements for the 2013/14 
Financial Year covering all state 
organs, public sector entities, state 
corporations and semi-autonomous 
government agencies. 

This is an important achievement 
because both the public and the 
government will henceforth have 
easy access to financial information 
pertaining to the public sector, as 
the National Treasury continues to 
entrench consolidation of financial 
statements as one of its yearly 
obligations. 

It is also an important milestone 
because by adopting the practice of 
consolidating financial statements, 
the Government has aligned itself to 
the requirements of the International 
Public Sector Accounting Standards 
Board (IPSASB).

The IPSASB requires that 
governments embrace consolidation 
in line with its provisions which 
include:

•	 IPSAS	6	on	Consolidated	Financial	
Statements and Accounting for 
Controlled Entities which requires 
all controlling entities to prepare 
consolidated financial statements 
which consolidate all controlled 
entities on a line by line basis. 

•	 IPSAS	 7	 on	 Accounting	 for	
Investments in Associates which 
asks all investments in associate 
to be accounted for in the 
consolidated financial statements 
using the equity method of 
accounting, except when the 
investment is acquired and held 
exclusively with a view to its 
disposal in the near future and 
thus, the cost method is required. 

•	 IPSAS	 8	 on	 Financial	 Reporting	
of Interests in Joint Ventures 
which requires proportionate 
consolidation to be adopted as 
the benchmark treatment for 
accounting for such joint ventures 
entered into by public sector 
entities. Also the equity method is 
allowed as an alternative treatment 
for accounting joint ventures.

The Director General of Accounting 
Services at the National Treasury, 
Mr. Bernard Ndungu says besides 
alignment to the IPSASB provisions, 
the amalgamation of financial 
statements follows a recognition by 
the National Treasury of the need to 
adopt a financial reporting system 
that gives a more comprehensive and 
accurate image over the entire public 
sector as a single entity. 

According to Mr. Ndungu, the 
consolidation was based on the 
individual financial statements 
submitted by the entities pursuant 
to section 81 of the PFM Act. The 
consolidated financial statements 
does not, however, include financial 
statements of entities where 
Government investment is less than 
fifty percent.

CONT’d on Pg 10

COVER STORY: 

Annual Consolidated Financial Statements for the National Government for the Year Ended 
30th June 2014

National Treasury produces Government’s 
first consolidated financial statements

...the public and the 
government will 
henceforth have easy 
access to financial 
information pertaining to 
the public sector.
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He notes that consolidated financial 
statements provide an overview of 
the position, performance and state 
of the public sector as a whole, 
which cannot be provided by the 
individual financial statements of each 
entity forming the group. He adds: 
“the reports also provide greater 
transparency and accountability 
regarding the public sector”.

Mr. Ndungu says the process has 
also assisted the National Treasury 
to arrive at a complete list of state 
corporations, regulatory agencies, 
funds, semi-autonomous government 
agencies which the Auditor General 
can use to confirm the completeness 
of entities being audited.  

The consolidated financial reports 
relate to 352 entities comprising state 
corporations, regulatory agencies, 
funds, semi-autonomous government 
agencies and 183 entities drawn from 
ministries, departments and projects, 
respectively.       

The consolidation was made 
possible through the support of 
the Government of Denmark under 
the Kenya Governance Support 
Programme (KGSP).

Based on the support, the National 
Treasury hired two consultants, 
Deloitte & Touch and Ernst and 
Young, to provide technical 
assistance to accounting personnel 
of state and public sector agencies 
in the preparation of the consolidated 
financial statements.

The consultants trained the 
accountants and finance officers 
on consolidation procedures and 
thereafter provided technical support 
towards the consolidation process. 
They assisted the National Treasury 
to develop a simplified financial 
statement review checklist that was 
used by quality reviewers during 
the financial statements review. The 
checklist covers both the financial 
statements prepared in accordance 
with International Financial Reporting 
Standards (IFRS) and International 

Public Sector Accounting Standards 
(IPSAS) Framework.

The reforms targeting financial 
reporting are part of a wider global 
recognition of the necessity to improve 
financial management and the quality 
of financial information among public 
and private sector organizations.  
Even though public sector 
consolidated financial statements are 
produced by only a few countries, 
they are beginning to play a special 
role in public sector accounting, 
and so many governments are 
increasingly buying into the idea of 
preparing government-wide financial 
statements.

The purpose of financial statements 
consists of the presentation of a true 
and fair view of an entity’s financial 
performance, financial position, 
equity and cash flows and so, the 
consolidated reports represent a 

significant way to demonstrate how 
the public sector, both at individual 
entity and whole-of-government 
level, meets its financial management 
responsibilities. The presentation of 
financial statements that have the 
accrual accounting as their basis is 
considered as providing more useful 
information to users of public sector 
than cash accounting.

Although researchers and 
practitioners have argued that 
developing public sector consolidated 
financial statements is a complex 
and tedious process, they are all 
in agreement that consolidated 
financial reports improve and bring 
value to the public sector reporting 
system regarding the financial 
performance and thus allow increased 
accountability on public resources  

CONT’d From Pg 9

... consolidated financial statements provide an 
overview of the position, performance and state 
of the public sector as a whole, which cannot be 
provided by the individual financial statements of 
each entity forming the group. ... the reports also 
provide greater transparency and accountability 
regarding the public sector.

Director General Accounting Services, Bernard Ndungu. He spearheaded the consolidation of 
Government’s Financial Statements.
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Donors praise IFMIS adoption in 
the Counties

IFMIS

The adoption of IFMIS by County 
Governments has earned the 

praise of Development Partners (DPs) 
supporting reforms in public financial 
management.

The DPs said full use of the system 
by the Counties was good for the 
country and the County Governments 
as it would increase confidence levels 
among Development Partners and 
international financiers.

The DPs made the observations 
during a visit to Kajiado County 
recently where they witnessed County 
staff conduct transactions through 
the system. The Kajiado delegation 
comprised members of the Public 
Financial Management Sector 
Working Group (PFM-SWG). The 
PFM-SWG is a consultative forum on 
public financial management issues 
coordinated by the National Treasury.

Among the members of the PFM-
SWG include the African Development 
Bank (AfDB), the World Bank, the 
Danish International Development 
Agency (DANIDA), the Swedish 
International Development Agency 
(SIDA), the German International 
Development Agency (GIZ), the 
International Monetary Fund (IMF), US 
Agency for International Development 
(USAID) and all Government 
Agencies involved in public financial 
management including the National 
Treasury, the Office of the Auditor 
General, the Office of the Controller 
of Budget, the Public Procurement 
Oversight Authority, the Kenya 
Revenue Authority, to name a few.

In a show of satisfaction with the 
adoption of the system in Kajiado 
County, the Deputy Director of USAID 

Mission in Kenya, Tina Dooley-Jones 
noted: “The team handling IFMIS 
transactions in this County has 
surpassed our expectations. We 
did not expect to see the level of 
competency and teamwork exhibited 
by the officers here”.

She said USAID and the PFM Donors 
will continue to support IFMIS 
implementation in the Counties as 
this was in consonance with their 
financing priorities for the country.

While underscoring the importance 
of using IFMIS in managing the 
country’s resources, the Chair of the 
PFM-SWG, Mr. Walter Odero noted: 
“We have seen IFMIS working but 
only in Nairobi. The purpose of such 
a system, however, is the outcome 
and impact it has on the ground. This 
can only be seen at the point where 
consumers interact with the system, 
which is exactly what we’ve seen in 
Kajiado”.

Mr. Odero who is Senior Economist 
at the African Development Bank 
added: “It is also exciting to see that 
five modules are operational in this 
County. The capacity on the ground 
is impressive and has understood 
the system well. What we can say as 
DPs in short, is that we can see value 
for money.”

Commenting on the use of the system 
in the County, the County Executive 
for Finance, Mr. Keswe Mapena 
said the system had helped improve 
accountability of funds allocated 
to the County besides boosting 
relations between the suppliers and 
the County workers.

Said he: “With the use of IFMIS in 
County transactions, it is easy to 
track how much has been paid, 
who initiated the payment and who 
approved it”.

PFM Sector Working Group members paying keen attention during an IFMIS demo in 
Kajiado County.

CONT’d on Pg 12
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Addressing the Group, IFMIS Director 
at the National Treasury, Mr. Jerome 
Ochieng said the Kajiado tour was 
the first in a series of visits the 
National Treasury has planned for the 
Counties to enhance IFMIS adoption 
in the country.

He said that full adoption and correct 
use of IFMIS was a process, not an 
event and that such a visit provided 
opportunity to see the challenges 
system users faced and how to 
address them.

He noted that the Constitution 
had placed emphasis on prudent 
management of public resources as 
well as accountability and that IFMIS 
was the enabler in meeting these 
Constitutional requirements.

IFMIS Times

The National Treasury through 
the IFMIS Department has 

developed a real time monitoring 
dashboard to upscale the monitoring 
of budget implementation. The IFMIS 
dashboard has been developed to 
give real time summary expenditure 
levels and measure budget 
performance against work plans.

Speaking during a forum organized 
for Principal Secretaries, Heads 
of Commissions and Accounting 
Officers to review budget absorption 
rates in Ministries, Departments, 
and Government Agencies (MDAs) 
in Nairobi recently, National Treasury 
Principal Secretary, Dr. Kamau 
Thugge, said the dashboard will 
enhance planning and monitoring 
of budget implementation. 

During the occasion, benefits 
of the IFMIS dashboard was 

Treasury to launch IFMIS 
dashboard 

demonstrated to those in attendance. 
The MDAs will use the dashboard to 
monitor expenditure in their respective 
entities. Governors are also expected 
to use the dashboard at the county 
level.

Use of the IFMIS dashboard 
will ensure real time tracking of 
expenditure and facilitate analysis 
of the overall performance of funds 
allocated to development. Further, 
the dashboard will enable the drilling 
down to detailed breakdown, the 
expenditures within departments in 
ministries with an interactive visual 
representation of real time data from 
various sources besides ensuring 
accurate tracing of funds.

The data which can be interrogated 
through the dashboard includes 
those drawn from procurement and 
payment processes.

CONT’d From Pg 11

He said he had posted officers to offer 
guidance to the Counties on the use of 
the system and through the assistance 
of the officers, most Counties had 
switched to full use of IFMIS.

One of the officers posted under 
IFIMIS Department to Kajiado Mr. 
John Kiragu, observed that payments 

in the County were done through the 
system. Said he: “Paying through the 
system has eliminated payment delays 
to suppliers and ensured payment 
tracking from beginning to end”.

The IFMIS demonstration in Kajiado 
County was coordinated by the PFMR 
Secretariat and IFMIS Department  

The Director Budget at the National 
Treasury, Mr. Francis Anyona took 
participants through the status 
of budget implementation for the 
2014/15 Financial Year. He cited 
section 83(2)(a) of the Public 
Finance Management Act (2012) 
that requires accounting officers to 
prepare quarterly reports of financial 
and non-financial aspects of the 
budget implementation. 

The Controller of Budget, Mrs. 
Agnes Odhiambo, emphasized 
the importance of using IFMIS in 
budget execution. She said MDAs 
and Counties should manage their 
expenditures through IFMIS to 
promote transparency and enhance 
proper reporting. She discouraged 
the use of manual systems to manage 
expenditure saying MDAs not using 
IFMIS are doing that against the law. 

The Principal Secretaries, Heads 
of Commissions and Accounting 
Officers forum is held annually at the 
beginning of the 3rd quarter of the 
financial year. The forum established 
modalities on proper monitoring and 
evaluation to align expenditure to 
the annual work plan, cash plan and 
procurement plan 

IFMIS demo in Kajiado County.
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Government procurement 
finally goes online

e-PROCUREMENT

The Government through 
the National Treasury has 

launched electronic procurement 
(e-Procurement) with the aim 
of promoting openness and 
accountability in the use of public 
money, thereby easing the cost of 
doing business.

E-Procurement is an automated 
business process which includes 
procurement planning, management 
of suppliers, requisitions, quotations, 
contracts and receipts. These 
processes are being shifted to a more 
effective and cost efficient online 
transaction.

The event was presided over by 
President Uhuru Kenyatta and Deputy 
President William Ruto as well as 
various Cabinet Secretaries and their 
respective Principal Secretaries at 
Kenyatta International Convention 
Centre (KICC) in Nairobi.

“The launch of the IFMIS Electronic 
Procurement system will ensure 
public financial resources are 
used prudently and for the 
intended purposes. By introducing 
transparency and accountability 
through e-procurement, we expect to 
eliminate the abuse of our procurement 
system. This will make Kenya a more 
attractive destination for investment. 
We take great pride in being the first 
African country to automate end-
to-end procurement and payment 
processes in a devolved government 
system. To ensure youth, women and 
persons living with disability benefit 
from Government procurement, every 
public institution must comply with the 
30% preferential procurement policy 
to provide opportunities to the target 
groups,” said President Kenyatta.

The shift from manual to 
e-procurement will enhance 
transparency and credibility in the 
management of public finances 

and tendering process through the 
Integrated Financial Management 
Information System (IFMIS). The 
system which enables monitoring of all 
transactions during the procurement 
process provides functionalities such 
as the approval hierarchy, which is an 
end to end process that facilitates the 
procurement process from planning 
to payment.

Notable among the e-procurement 
functions is the item master 
responsible for standardizing 
the utilization of items within all 
Government Ministries, Department 
and Agencies (MDA’s) and counties. 
This will effectively manage the price 
inflation of commonly used items in 
Government offices.

“Kenyans are working very hard, 
and as a Government, we are 
responsible to ensure that the taxes 
they pay are spent in a prudent and 
responsible manner. The National 
Treasury is therefore responsible for 
spearheading the implementation of 
Public Financial Management Reforms 
to improve the management of public 
financial resources in the national and 
county governments, improve access 
to financial data, ensure open and 
competitive procurement processes 
and deliver results.  At the center of 
these reforms is the re-engineering of 
the Integrated Financial Management 
Information System (IFMIS),” noted 
the President.

Another notable function of the 
e-Procurement system is the 
Kenya Supplier portal that will allow 
suppliers to access the status of 
their purchase or service order 
issued and payments. This means 
all government suppliers must be 
duly registered with the Registrar 
of Companies and own a tax 
compliance certificate among other 
details such as business contacts, 
IFMIS number to access the Kenya 

Mr. Jerome Ochieng, director, IFMIS (pointing, with mic) shows President Kenyatta features of 
the e-Procurement portal during the launch at KICC. The Deputy President William Ruto (R) 
accompanied the President.

CONT’d on Pg 14
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Supplier portal. “The Kenya Supplier 
Portal has been designed to facilitate 
efficient collaboration with suppliers 
by granting them access to view 
information about their orders and 
payments, such as open orders and 
invoice status, to submit address or 
contact changes, and to respond to 
tenders” Said Mr. Henry Rotich, CS 
National Treasury.

The e-procurement service was 
launched courtesy of the IFMIS 
department of the National Treasury. 
Prior to spearheading the service, 
the department has been conducting 
sensitization programmes in 
Ministries, Departments, Agencies 
(MDAs) and county units. The IFMIS 
Academy affiliated to the Kenya 
School of Government, has offered 
training to over 6000 IFMIS users 
to enhance technical proficiency of 
National and County staff.

By the same token of accuracy and 
efficiency, the 2013-2018 IFMIS 
strategic plan has comprehensively 
mapped out the direction that 
department will adopt for the next 
five years. 

“Implementation of the 
e-procurement will no longer be 
a matter of politicizing issues. 
This is about delivering efficient 

services to our citizens. It is about 
ensuring that the days of wasteful 
spending using taxpayers money is 
over. It is about strengthening the 
government-supplier relationship 
by streamlining the procurement 
procedures, to provide easy access 
to information and documents, to 
increase the number of bidders as 
the bidding process gets simplified, 
and to ensure cost savings for the 
government and all taxpayers,” said 
the President as he launched the 
e-Procurement system.

To ensure full implementation of the 
system, President Kenyatta has asked 
all government agencies to ensure 
they abide with the Executive Order 
No. 6 which he issued in March 2015: 
“I am reminding Government officials 
that they will be held personally 
responsible if they fail to adopt the 
e-procurement system,” said the 
President. “Our objective is to ensure 
all procurements are made public for 
wananchi to see the transparency of 
the process”

CONT’d from Pg 11

Principal Administrative Secretary, National Treasury Mr. Mutua Kilaka.

Director General, Budget, Fiscal and Economic Affairs, Dr. Geoffrey Mwau.

“... Our objective is to 
ensure all procurements are 
made public for wananchi 
to see the transparency of 
the process...”
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KRA rolls out Data Warehouse 
and Business Intelligence Project

KRA IT STRENGTHENING

KRA Commissioner General, Mr. John Njiraini.

By Vincent Kiptalam and 

Argwings Owiti

The Kenya Revenue Authority 
(KRA) has begun a process that 

will see all its disparate information 
technology systems integrated and 
modernized to enhance revenue 
collection and administration. 

The initiative which is financed jointly 
by the Governments of Sweden, 
Denmark and Kenya will cost an 
estimated KShs.765.4 Million 
over the three year period of its 
implementation.

Already, the Government of Denmark 
through the Kenya Governance 
Support Project has committed 
Kshs.100 million to the Authority for 
the Project. The Swedish Tax Agency, 
on the other hand, has devoted some 
estimated Kshs.400 million to finance 
various aspects of the initiative. The 
Project’s budgeted costs include 
acquisition of hardware, software and 
professional services.

In terms of implementation status, 
the Authority’s Data Warehouse 
Project Manager, Yvonne Wafula 
says the conceptualization phase is 
complete, the project team has been 
appointed, stakeholder consultations 
is progressing well and procurement 
of the solution has been completed 
and is awaiting tender award and 
contracting.

She says through the project, the tax 
collector stands to gain immensely 
through improved data management 
and business intelligence systems. 
She notes KRA holds a lot of data 
in multiple databases which could 

generate massive value if managed 
and analyzed appropriately to 
indicate fraudulent behaviour and 
business risks.

In the past, she says, the Authority 
faced various challenges on data 
management. “Besides disparate 
information technology systems, 
the Authority continues to grapple 
with non-standardized data, lack 
of automated tools for obtaining 
strategic third party data, and manual 
audit selection processes”, she 
explains. 

Based on the challenges above, 
the Authority has set out in its Fifth 
Corporate Plan to modernize, 
maintain and integrate its ICT 
systems. The Data Warehouse and 
Business Intelligence (DWBI) solution 
has been identified in the Corporate 
Plan as an initiative to achieve the 
Authority’s integration endeavors.

While emphasizing the importance of 
the DWBI Project, KRA’s Component 
Manager for the Public Financial 
Management Reform (PFMR) 
Programme Dr. Ruth Wachira 
observes that the Project will ensure 
the Authority continues to leverage on 
third party information and support IT 
solutions for enhanced revenue and 
streamlined revenue administration. 
The solution will address specific 
operational challenges such as low 
level of taxpayer compliance and tax 
evasion. 

She says the data warehouse 
will address the Authority’s data 
challenges by providing a single view 
of the taxpayer, an analytic capability 
and a visual representation of 
business performance, thus helping 
management to carry out focused 
investigative tasks to better manage 
operations and to facilitate informed 
decision making.
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Further, improved data matching and 
risk profiling solution to be availed 
through the Project, she says, will 
provide a platform for interfacing KRA 
systems with internal and strategic 
external systems for information 
exchange. Information gathered from 
such sources will be used to analyze 
unreported activities of taxpayers, to 
detect tax fraud, and to score and 
rank risk profiles. 

Similarly, she adds, a single and 
holistic view of the tax payer will 
together with timely business 
intelligence enable early detection of 
tax evasion. Analysis and matching 
of data will provide insight into nil 
and non-filers. Each taxpayer will 
be uniquely identified to facilitate 
tracking of their activities.  In addition, 
through communication with third 
party systems such as banks, more 
taxpayers will be identified resulting 
into an expanded tax base. This will 
result in enhanced revenue.

According to the DWBI Project 
document, the data warehouse 
is expected to reduce time spent 
by compliance officers on data 
collection by up to 30% of their total 
working time. It has been established 
that Compliance and Data Analysis 
officers spend up to 3 hours daily 
gathering data to perform their duties. 
This exercise is purely manual and 
time consuming. By empowering the 
officers with a tool to perform the task 
through automation, the time taken 
to perform the task will significantly 
reduce. 

The Project Document also notes 
that the Business Intelligence (BI) 
aspect will be useful for analyzing 
large amounts of data, and detecting 
anomalies that may indicate fraudulent 

behavior and business risks, as well 
as hidden patterns that can indicate 
tax evasion. The data warehouse will 
eliminate information silos from the 
different operational systems enabling 
easier and faster access to accurate 
information. 

In addition, the data warehouse will 
provide a store for large amounts 
of data thereby enabling business 
intelligence to provide a data analysis 
of different time periods and trends 
that can be used for future predictions. 
The different BI tools will sift through 
large data to detect oddity or uncover 
hidden insights.

Further, the data warehouse will 
ensure that duplicate and redundant 
data is eliminated thus ensuring 
access to accurate data for analysis. 
At the implementation stage of the 
data warehouse, data from the 
different operational data system and 
external sources will be standardized 
making it more consistent and 
accurate.

Finally, by providing access to third 
party information, the DWBI will 
enable a shift to non-intrusive tools 
of investigation by extracting and 
analyzing information available in the 
public domain.

Given that the DWBI concept is 
relatively new to KRA, and to ensure 
sustainability of the solution post 
implementation, capacity building 
activities are included during the 
project’s implementation. Capacity 
building has been included as part of 
the project implementation to ensure 
that requisite knowledge and skills 
are acquired by staff for effective use 
of the solution.

Technical assistance extended by STA 
through the KRA-STA cooperation 
programme is key in ensuring that 
necessary expertise is attained by 
KRA staff. The technical assistance 
will enable knowledge transfer and 
ensure sustainability of the solution.

The solution will be mainly used for 
compliance monitoring, reporting 
and performance management. As 
such key operational areas that will 
directly benefit from use of the system 
are Compliance Risk Unit, Domestic 
Taxes Department, Customs and 
Border Control Department, all levels 
of management, data analysts, 
investigations and enforcement units.

The Project is expected to be fully 
implemented by the end of 2017  

... the data warehouse will address the Authority’s 
data challenges by providing a single view of 
the taxpayer, an analytic capability and a visual 
representation of business performance.
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By Mbetera Felix

The Kenya Government is 
focusing more on the adoption 

of International Public Sector 
Accounting Standards (IPSAS) as 
it aims at enhancing accountability 
and improving on the quality financial 
statements in the public sector.

IPSAS are a set of accounting 
standards issued by the IPSAS 
Board for the use by the public 
sector entities around the world in the 
preparation of financial reports. The 
standards are based on International 
Financial Reporting Standards (IFRS) 
issued by the IPSASB and are widely 
considered best practice for public 
sector institutions, as they impose 
the most stringent requirements of 
clarity and transparency.

The adoption which is spearheaded 
by the Public Sector Accounting 
Standards Board (PSASB) in Kenya 
is also based on the International 

Improved Financial Reporting 
with the Adoption of IPSAS

IPSAS

Professional practice Framework 
(IPPF) for Internal Auditing Standards 
issued by the Institute of Internal 
Auditors. Already, the board has set 
out guidelines and a framework for 
training of officers in all Government 
entities for quality financial reporting.

In its mandate to formulate financial 
and economic policies, effective 
coordination of Government financial 
operations, and management of public 
finances for the rapid and sustainable 
economic development of Kenya, 
the National Treasury (NT) through 
the Public Financial Management 
Reform (PFMR) Secretariat has 
initiated several PFM initiatives under 
the PFMR 2013-2018 Strategy.

One of the initiatives is building 
capacity for the adoption of IPSAS 
as entrenched in the July 2012 PFM 
Act. The Act provides for the effective 
management of public finances by the 

National and County Governments, 
the oversight responsibility of 
Parliament and County Assemblies 
and the responsibilities of Government 
entities and other bodies. 

Benefits of Adopting IPSAS

The failure of Governments to 
manage their finances appropriately 
has in the past, and could again in 
the future have grave consequences 
that may lead to poor economies. In 
the end, the Governments may be 
unable to meet their commitments to 
their people thus precipitating social 
unrest due to loss of democratic 
control. 

The PFMR Strategy seeks to make 
public finance management more 
efficient, effective, participatory and 
transparent resulting in improved 
accountability and better service 
delivery for Kenyans. While integrating 
the new tier of County Government 
which also has PFM responsibilities, 
there is no doubt that IPSAS will be 
key to our economic development.

With quality financial reports supported 
by strong governance, high quality 
standards and sound regulatory 
frameworks, it will be easy for both 
National and County Governments 
to increase investors’ confidence 
thus greater comparability of financial 
information, greater willingness on 
the part of investors to invest across 
counties and boarders, lower cost of 
capital and more efficient allocation 
of resources which will lead to higher 
economic growth. 

Auditors undergoing training on International Public Sector Accounting Standards (IPSAS) 
in Eldoret. 
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Furthermore, quality financial reports 
will enable the governments to 
make better and informed decisions 
based on resources allocation 
thereby increasing transparency 
and accountability. In addition, 
IPSAS will lead to greater credibility, 
improved overall management 
and planning as a result of more 
precise estimates of income and 
expenditure, improved programme 
management as its supports the 
results based management approach 
and harmonization of reports and 
statements across the country and 
worldwide.

IPSAS Status in Kenya

Governments that already apply full 
accrual accounting standards that 
are broadly consistent with IPSAS 
requirements include Australia, 
Canada, New Zealand, Colombia, 
United Kingdom and the United 
States of America. In Africa, most 
Governments have adopted Cash 
Basis IPSAS and are in the process 
of migrating to full Accrual IPSAS, 
Kenya included.

In Kenya, the Office of the Auditor 
General (OAG) has already trained 
three hundred and eighty five (385) 
auditors on IPSAS as part of its 
capacity building activity under the 
PFMR Programme. The training 
which took a period of two months 
in different regional Hubs was funded 
by DANIDA at a tune of 96 million 
through the PFMR Secretariat.

The auditors were taken through 
the PFM institutional framework on 
financial reporting on public sector, 
Cash and Accrual based IPSAS and 
later had practical group sessions on 
both IPSAS and IFRS. 

The training of the auditors was the 
fifth of a series of training that the 
NT has extended to the Government 
entities on the new reporting formats 
of financial statements. The previous 
sessions covered Accountants from 
National Government Ministries, 
Departments and Agencies, State 

Corporations, Semi-Autonomous 
Government Agencies (SAGAS) and 
county Governments. In addition to 
the formal workshop training, the 
NT is expected to continue capacity 
building Government entities with 
particular emphasis on the application 
of the reporting tools developed by 
the PSASB. 

Already, the quality of most financial 
reports have improved as noted by 
Mr. Barnard Ndun‘gu the Director 
General, Accounting Services, NT. 
During the launch of the training, 
he pointed out that only 12% of 
the 343 statements audited across 
Government in the financial year 
2012/2013 attained an unqualified 
audit opinion. 

With more capacity building on 
IPSAS especially at the county level, 
it is envisioned that the quality of 
reportswill improve tremendously 
thus attracting more investors who 
will boost our economy to greater 
heights. 

Why Kenya should Adopt Accrual 
Based IPSAS

•	 Improved	accountability	and	
decision –making

•	 Improved	accuracy	when	
reflecting revenues and 
expenses

•	 Improved	management	of	assets	
and liabilities

•	 Better	costing

Difference between Cash and Accrual Basis IPSAS

Cash Accrual

Transactions accounted for only 
at the point where there is cash 
receipt for cash payment

Transactionsrecognized as the underlying 
economic events occur regardless of the timing 
of related cash receipts and payments

Revenue recognized when 
cash is received 

Revenue recognized when income is earned

Expense recognized when cash 
payment is made

Expense recognized when liabilities are incurred 
or resource consumed

Only Cash assets and Cash 
liabilities recognized on 
statement of cash balances 
(Balance sheet)

Assets and liabilities include non-cash assets 
and liabilities like property, plant and equipment. 

AREAS IMPACTED BY IPSAS

IPSAS

Expense 
Recognition

Employee 
Benefits Investment

Foreign 
Exchange

Financial 
Statements

Fixed Assets Revenue
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Counties trained on Programme-
Based budgeting

BUDGET PREPARATION

A Budget officer from Mombasa County being trained on Budget Preparation and Financial 
Reporting.

By Mbetera Felix

It is important for the government to 
know its strengths and weaknesses 

of both national and county budget 
system especially in areas considered 
high risk like budget preparation. With 
such knowledge, the government can 
easily implement the much needed 
reforms in the Public Financial 
Management (PFM) sector.

During the preparation of the 
budgets for the financial year 
2014/15, a number of counties 
were able to prepare their budgets 
on programmatic basis as required 
by the constitution. However, an in-
depth review of the budgets revealed 
significant weaknesses in knowledge 
of various modules. Among the 
weaknesses identified were poor 
quality of the programs, absence 
of specific measurable, achievable, 
relevant, time-bound indicators, lack 
of output and outcome indicators in 
some programs, absence of annual 
targets and performance indicators, 
poor forecasting for the outer years 
and lack of knowledge in the budget 
preparation process. 

In view of the above weaknesses, the 
National Treasury (NT) held a budget 
programmatic modules review and 
capacity building workshop for 
county budget officers. The training 
which was funded through the PFMR 
Programme was held from 8th-19th 
December, 2014 in various regions. It 
was coordinated by the Kenya School 
of Government and targeted over 400 
officers from all the 47 counties. 

The Government plays a major role in 
designing and implementing reform 
strategies. Under section 130(1) (b) 
(v) of the PFM Act 2012, all County 
Governments are required to prepare 
and appropriate their budgets on 
programmatic basis. In addition, the 
National Government is obligated 
to assist County Governments in 
building their capacity to effectively 
come up with a budget as provided 
by the act. 

During the training which was based 
on public expenditure and financial 
accountability, the officers were 
taken through the basics of PFM 
which mostly delved deep into the 
budget cycle of both Governments. 
The facilitators from the Accountant 
General Department (AGD), 
Integrated Financial Management 
Information System (IFMIS) and 

KSG emphasized on procurement, 
expenditure, financial accountability 
and automation as part of the budget 
which should be seen as interrelated 
whole rather than standalone 
processes. 

According to Mary M. Wanyonyi, 
Ag. Assistant Deputy Accountant 
General, AGD, the broad objectives 
of public expenditure management  
are to achieve fiscal discipline, 

CONT’d on Pg 22

Under section 130(1) (b) 
(v) of the PFM Act 2012, all 
County Governments are 
required to prepare and 
appropriate their budgets 
on programmatic basis.
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allocate resources to use that reflect 
government policy priorities and 
delivering public service effectively 
and effectively. As a facilitator during 
the training, she challenged the 
officers to follow the PFM Act to the 
letter when preparing the budget and 
operational procedures that guide 
public expenditure management 
system for accountability purposes. 

The officers were also taken through 
the components of a budget 
process which included preparation, 
planning, execution, accounting, 
control, reporting, monitoring and 
evaluation as well as the existing legal 
framework. Some of the critical areas 
under the components were how to 
forecast revenues and expenditure, 
formulating medium-term expenditure 
framework, linking budget to 
policy making as well as managing 
cash and monitoring expenditure.  
Accounting and reporting, assessing 
performance, performing internal 
control and audits both internal and 
external and procuring public goods 
and services and managing assets 
were also part of the training.

The training also covered fiduciary 
risk management and financial 
accountability where the officers were 
required to include the possibility of 
actual expenditure diverged from 
authorized expenditure whether 
because of misappropriation or 
misallocation.

It is expected that more of these 
trainings will enhance answerability 
and consequences especially in 
cases of mismanagement. Moreover 
the trainings will help the government 
generate more coordinated, effective 
instruments and procedures of 
assessing and strengthening public 
expenditure, procurement and 
financial accountability systems in 
all the 47 counties. In the long run, 
through implementing the PFM 
Reforms, the Government will be able 
to align its policies with the budget 
thus spurring economic growth in the 
country 

CONT’d From Pg 21

Projects jointly funded by the 
public and private sector will not 

be suspended even if their award is 
challenged, the National Treasury 
has announced in new regulations. 
The move by the Treasury, spelt out 
in new petition rules for public private 
partnerships (PPP), is intended to 
quicken the completion of projects.

A petition committee will be set up 
under the regulations to receive 
complaints on tendering. The 
regulations that detail the process and 
timelines to be followed by the PPP 
committee further state that where 
a petition is not filed within 15 days 
of awarding a tender, the contracting 
authority can enter into negotiations 
with the successful bidder.

The Treasury’s move is meant to 
avoid unnecessary project delays 
through lengthy court and arbitration 
process which discourage investors. 
However, the regulations state that 
a tender may be suspended by the 
petition committee where a petition is 

New public tendering rules 
to cut PPP project delays

TENDERING RULES

Public Private Partnerships Director Mr Stanley Kamau.

against the decision of the contracting 
authority to enter into negotiations 
with a bidder or if the committee 
determines that it is just to do so.

The National Treasury regulations add: 
“The petitions committee shall require 
a petitioner to serve respondent with 
a copy of the petition and file an 
affidavit of service with the committee 
within three working days of filing the 
petition.”

The respondent(s) in the petition will 
be required to file a response within 
seven working days. The regulations 
stipulate that once a petition is 
filed, the committee will notify the 
contracting authority within three 
working days in writing.

PPP projects include management 
contracts for public utilities on 
behalf of government, concessions, 
leases, build-own-operate-transfer, 
build-own-operate, and build-lease-
transfer 

www.trreasury.go.ke
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Public Sector Accounting Standards 
Board (PSASB) trains accountants on 
new financial guidelines, wins Auditor 
General’s praise

IPSAS

Financial reporting in the public 
sector is set to undergo 

a tremendous change as the 
Government fully embraces 
International Public Sector 
Accounting Standards (IPSAS) 
prescriptions which PSASB has 
begun to implement through massive 
sensitization and training of public 
sector accountants. 

Through the PSASB sensitization 
initiative, all public sector accountants 
from both the national and county 
governments have undergone 
intensive training at the Kenya School 
of Government in Nairobi.

The trainings were officiated by the 
National Treasury Principal Secretary 
Dr. Kamau Thugge, the Auditor 
General, Mr. Edward Ouko and the 
Controller of Budget, Mrs. Agnes 
Odhiambo among others.

Dr. Thugge said implementation of 
the new standards and guidelines 
will improve the quality of financial 
reports and make auditing of financial 
accounts easier besides ensuring 
that state agencies become more 
accountable.

On his part, Mr. Ouko said: “The 
Office of the Auditor-General is taking 
keen interest in the trainings as the 
skill acquired will contribute towards 
our mandate of ensuring effective 
and lawful use of public resources”.

The Director General of Accounting 
Services at the National Treasury, 
Mr. Bernard Ndungu who hosts 
the PSASB Secretariat said the 
trainings were part of the technical 
programme rolled out to ensure 
smooth implementation of the new 
guidelines and standards.

“The legal framework is in place. It 
is time to implement the standards 
before the Auditor-General comes in 
to do his job,” said Mr. Ndungu.

The trainings were in conformity 
with the new financial requirements 
as outlined in the Public Finance 
Management Act, 2012. The Act, 
under section 192 establishes the 
Public Sector Accounting Standards 
Board (PSASB) that is charged with 
setting frameworks and promoting 
the use of International Standards for 
Auditing by public entities.

The Board approved the adoption 
of International Financial Reporting 
Standards (IFRS), the International 
Public Sector Accounting Standards 
and the International Professional 
Practice Framework for Internal 
Auditing Standards by all state organs 
and public sectors entities. It is these 
guidelines that the Accountants were 
trained on.

The Board in consultation with the 
National Treasury developed the 
reporting template to be used in 
preparation of financial statements by 
public sector entities. The template is 
in accordance with the prescribed 
standards and will enhance the 
quality, presentation, content and 
disclosures of financial information 
thus reducing the qualified audit 
opinions by the Auditor-General.

Auditor General, Mr. Edward Ouko (L) and the Director General Accounting Services, Bernard 
Ndungu.

CONT’d on Pg 24



Improving accessibility of 
audit reports
By Anne Rose Kairu

Plans are underway to ensure that 
all audit reports prepared by the 

Office of the Auditor- General are 
accessible to every Kenyan.

Consequently, the Office is working 
on ways of availing versions that cater 
for the linguistic and physical needs 
of the Kenyan population.

The reports have traditionally been 
availed only in English language and 
in printed form, catering for only those 
who understand the English language 
and are visually sound.

An initiative to translate the reports 
into Swahili language and also into 
Braille has therefore commenced to 
cater for a wider audience.

The Auditor-General, Mr. Edward 
Ouko, acknowledged the need to 
have the reports in versions that 
cater for all Kenyans. “We should 
ensure that our audit reports are 
reader-friendly to enable all readers 
understand them better as well 
as ensure they are translated to 
Kiswahili and Braille to ensure that 
all  Kenyans are catered for as they 
seek to participate in Public Financial 
Management,” said the Auditor-
General.

The importance of translating 
these documents cannot be over-
emphasized. Swahili is spoken widely 
among Kenyans and was elevated to 
an official language alongside English, 
in the new Constitution.

It is also the common language 
spoken within the East African 
Community, and with the establishment 
of Commissions such as the East 
African Kiswahili Commission, 
formed to promote development and 
usage of the language for regional 
unity and acknowledging that the 

language is widespread and taught in 
various institutions of higher learning; 
its outreach will transcend millions in 
terms of readership.

Braille on the other hand, will enable 
the Office achieve one of its core 
pillars touching on service delivery to 
all Kenyans. Braille will be available 
for use by the blind and the visually 
impaired who have had problems in 
the past accessing information.

The Constitution of Kenya, 
promulgated in August 2010 also 
puts more emphasis on access 
to information by every Kenyan. 
Chapter 2 Article 7(3), (a), (b) of the 
Charter states that: “the State shall 
promote and protect the diversity 
of language of the people of Kenya; 
and promote the development 
and use of indigenous languages, 
Kenyan sign language, Braille and 
other communication formats and 
technologies accessible to persons 
with disabilities”.

While Chapter 4 Article 54 (1)
(d-e), states that: “a person with 
any disability is entitled to use sign 
language, Braille or other appropriate 
means of communication and to 
access materials and devices to 
overcome constraints arising from 
the person’s disability” 

Supreme Auditor

The Auditor General noted that 
according to 2012/2013 Audit Report, 
there were 144 qualified opinions 
of the 228 audited statements, a 
situation he said, was not very good 
as far as effective use of public 
resources was concerned.

“This is not very good news for us 
as custodians of public resources, 
and it is our hope that this initiative 
by PSASB will go a long way in 
addressing the situation,” said the 
Auditor-General.

In his address to the accountants, Mr. 
Ouko outlined the expectations of his 
Office saying timely submission of 
financial records will enable his office 
to meet the constitutional deadline set 
for submission of the audit report.

Accuracy of financial statements, he 
noted, was a key aspect in accounting 
and expressed optimism that after the 
training his office will be supplied with 
accurate financial statements fully, 
together with supporting schedules 
as appropriate.

He also called on the CEOs of state 
corporations to avail themselves 
during entry and exit meetings so 
that the auditors get the goodwill 
and are able to effectively undertake 
their work.

“Audit work is a collaborative effort 
both from the auditors and auditees. 
For mutual understanding and good 
working relationship it is only fair that 
before the auditors start their work, 
they are able to engage with the top 
management of the state corporation, 
and vice versa when their job is done,” 
said the Mr. Ouko 

CONT’d From Pg 23

The Office of the Auditor-
General is taking keen 
interest in the trainings 
as the skill acquired will 
contribute towards our 
mandate of ensuring 
effective and lawful use of 
public resources”
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Auditor General, Mr. Edward Ouko.
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Project to support devolution underway

DEVOLUTION

Anne Waiguru, Devolution and Planning Cabinet Secretary.

The World Bank in collaboration 
with the Government of Kenya 

has proposed to strengthen the 
devolution process through a new 
Programme: the GoK - World Bank 
Devolution Support Operation.

The Operation which is still under 
formulation, is envisaged to be 
finalized by the end of the year. 
The Project will be operationalized 
through five key result areas including 
public financial management; 
planning, monitoring and evaluation; 
human capital and performance 
management; intergovernmental 
relations and; responsiveness and 
accountability to citizens.

An identification Mission for the 
proposed support was held in 
November 2014 and since then, 
a lot of progress has been made 
towards actualizing the Project.  
Key among these is that technical 
leads in core PFM areas including 
Budget Formulation and Resource 
Allocation; Resource Mobilization; 
Budget Execution, Accounting and 
Reporting; Independent Audit and 
Oversight and; Legal and Institutional 
Framework have been constituted 
and consultants are already on board 
to deepen programme definition. 

Further, a residential workshop for the 
technical team to clarify and agree on 
Programme parameters took place 
from 12 – 13 February, 2015 at the 
Windsor Golf Hotel. 

And to ensure participation from 
the Counties, the Programme 
identification team held discussions 
with the Council of Governors and 
as a result, the Counties were fully 
represented at the Windsor Forum. 

At the same time, because the 
Programme has a grant component, 
the World Bank has proposed to fund 
a Study Tour for a limited number 
of people to review performance 
grant options in countries that have 
implemented the Performance for 
Results Grant Programme.

To further lay ground for the Project, 
a preparation mission for the 
Project took place from March 24 

to April 2, 2015. The mission met 
with Government officials from the 
Ministry of Devolution and Planning 
(MoDP), the National Treasury (NT), 
the Controller of Budget (CoB), the 
Kenya National Audit Office (KeNAO), 
and the Public Procurement Oversight 
Authority (PPOA). The mission 
discussed the expected outcomes 
of the Project and built on earlier 
missions and workshops 

Public financial management; planning, monitoring and evaluation; 
human capital and performance management; intergovernmental 
relations and; responsiveness and accountability to citizens will 
be the five key result areas.
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Swedish Ambassador to Kenya Mr Johan Borgstam (L) with KRA Commissioner General, Mr 
John Njiraini and the General Director of Swedish Tax Agency, Mr Ingemar Hansson during the 
launch of the institutional collaboration between Kenya Revenue Authority and the Swedish Tax 
Agency.

PARTNERSHIP

The Swedish - Kenya collaboration 
on tax administration 
By Lollo Darin

Collaboration between the 
Swedish Tax Agency (STA) and 

the Kenya Revenue Authority (KRA), 
aiming at increasing the tax collection 
and broadening the tax base by 
improving the analysis of risks related 
to tax compliance as well as increase 
and improve the customer focus was 
launched in Nairobi on September 
24th, 2014.

The total Swedish support in the area 
amounts to 76M SEK (approximately 
8M EURO) and consists of two 
projects, one being the institutional 
collaboration between the two 
tax agencies and the other, the 
procurement of a Data Warehouse 
and Business Intelligence System 
(DWBI).  It runs from August 2014 
until the end of 2017.

The institutional collaboration 
between the Swedish Tax Agency 
(STA) and Kenya Revenue Authority 
(KRA) amounts to 41.2M SEK 
(approximately 4.3M EURO). It is 
divided into three components: a) Data 
Warehouse and Business Intelligence 
System (DWBI) b) Support to the 
development of approach to risk 
management c) Support to change 
management to improve KRA’s 
internal efficiency by improving the 
staffs’ compliance with KRA mission, 
vision, values and principles, and 
partly to increase and improve KRA’s 
customer focus.

The institutional collaboration 
includes one long-term expert from 
the Swedish tax Agency, based at 
the Kenya Revenue Authority, and 
several short-term experts from 
both the Swedish tax Agency and 
the South African Revenue Service 

(SARS) carrying out missions and 
trainings in various areas related to 
the three components.

The support for the procurement of 
the DWBI system amounts to 35M 
SEK (approximately 3.73M EURO). 
This support is directly related to the 
institutional collaboration but decided 
and agreed separately. DWBI is a 
data management system to gather 
information from many separate 
data systems within and outside of 
KRA. It is expected to give a single 
view of each of the tax payers and 
hence also improve the basis for 

risk analysis so that risk groups and 
risk areas for tax compliance can 
be identified and KRA’s tax audits 
and other interventions can focus on 
these strategic areas and groups.

The change process is expected to 
take a long time and require a lot of 
efforts. In Sweden it has taken 30 
years and has been built on trust 
and reciprocity. Taxes constitute an 
important foundation for a democratic 
society and a contract between the 
state and its citizens.  If tax revenues 
increase, the opportunities for the 

Taxes constitute an important foundation for a 
democratic society and a contract between the state 
and its citizens... If the people of Kenya experience 
that revenues are well spent, their willingness to pay 
taxes will increase.

CONT’d on Pg 27
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Danish mission on 
the proposed Kenya 
Programme 2016 – 2020

An appraisal team headed by the 
Danish Ministry of Foreign Affairs 

visited the country between February 
and early March 2015 to review the 
proposed Danish - Kenya Country 
Programme for 2016 – 2020. The 
team held consultations with various 
public financial management reform 
institutions including the National 
Treasury Departments such as 
IFMIS, Resource Mobilization and 
the PFMR Secretariat, among others. 
Stakeholders outside the National 
Treasury met by the team included 
the Office of the Auditor General and 
the Controller of Budget.

The team also conducted a fact 
finding visit on IFMIS implementation 
to Isiolo and Mombasa Counties. In 
both Counties, the team found IFMIS 
to be operational only at the County 
headquarters with indication that 
plans were underway to introduce it 
at the County Government’s facilities 
and later on to the sub counties. 
According to the IFMIS users, only 
the ‘cash module’ in the system had 

been activated for use within the two 
Counties. 

Initial proposals for the new 
Programme indicate that the 
Government of Denmark intends 
to strengthen its support to the 
GoK’s own public financial reform 
efforts by directing assistance to the 
Public Finance Management Reform 
Strategy (2013/18). 

The proposals also show that funds 
for the proposed Programme will 
be channelled through the PFMR 
Secretariat. Key outputs the support 
will aim to realize include enhanced 
revenue collection and allocation; 
accurate accessible and timely 
government wide financial information 
and reports with clear accountability; 
accurate, user-friendly and timely 
independent audit reports based on 
a risk-based approach; strengthened 
capacity for public procurement  and 
disposal oversight and; a functional 
monitoring and evaluation framework  
for the PFMR strategy 

Kenyan Government to deliver good 
quality social services, such as health 
and education, to the population 
also increase. If the people of Kenya 
experience that revenues are well 
spent, their willingness to pay taxes 
will increase.

Key milestones since inception

The collaboration only began mid-
year in 2014 but one result achieved 
during the year was the embarking 
by KRA on a journey towards Vision 
2030, committed to change and the 
wish to be recognized as an authority 
promoting compliance through trust 
and facilitation.

Another general result achieved was 
the increased general awareness 
within KRA of the change process 
and the direction that KRA wants to 
take, a good basis for the continued 
efforts.

As regards risk management, 
increased awareness and 
understanding of compliance risk 
management was attained trough 
training and workshops conducted 
in 2014.

Concerning   the implementation 
of Data Warehouse, the support 
contributed to the development 
of skills within the KRA team for 
Data Warehouse needed for the 
implementation. As regards the 
procurement process, it was 
successfully launched and carried out 
in 2014 however awaiting finalization 
this year 

Darin is in charge of the Swedish 
support to KRA and is a First 
Secretary at the Swedish Development 
Cooperation Section, Embassy of 
Sweden, Kenya.

CONT’d From Pg 26
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PARTNERSHIP

The Danish support to PFM reforms 

By Stefan Andersson

Denmark (Danida) has been 
supporting Public Financial 

Management (PFM) reform in 
Kenya since  2006. The support 
has continued through the current 
governance program (Kenya 
Governance Support Programme, 
KGSP) and its revised PFM 
component. The current support 
is aligned with the PFMR Strategy 
2013-2018.  The support for 2014-
2015 has amounted to 36M DKK. 
The Danida funds are channelled 
through the basket, managed by the 
PFMR secretariat.

Some of the GoK PFM reform results 
achieved to date, and to which 
Denmark has contributed include: 
that there is a marked improvement in 
revenue collection since 2006;   single 
chart of accounts has been developed 
for IFMIS; IFMIS cash management 
and fixed asset modules have been 
rolled out to at least 10 ministries; an 
“IFMIS academy” is established and 
operational; and for the financial year 
2013/14 credible financial statements 
for national government agencies was 
for the first time prepared by individual 
entities under new accounting 
standards and consolidated at the 
Government wide level. 

The need and scope for continued 
PFM reform is recognised by the 
GoK in order to achieve the PFM 
reform strategy vision ‘a public 
financial management system that 
is efficient, effective, and equitable 
for transparency, accountability and 
improved service delivery’. 

Denmark intends to continue its 
support to the GoK reform efforts 
under the forthcoming Denmark-
Kenya Country Programme (2016-

2020) and its Thematic Programme on 
Governance. The PFMR component 
shall, subject to a Government 
of Denmark decision, amount to 
45M DKK. All PFMR themes will be 
eligible for support and allocations 
will be determined in a Joint Steering 
Committee. Denmark will continue 
using the basket funding opportunity 
and will strive for establishing a Joint 
Financing Arrangement (JFA). 

Some of the outputs, derived from 
the PFMR strategy that the Danish 
support should contribute to include: 

•	 Enhanced	revenue	collection

•	 Accurate	accessible	and	timely	
government wide financial 
information and reports with clear 
accountability

•	 Accurate,	user-friendly	and	timely	
independent audit reports based 
on a risk-based approach

•	 Strengthened	capacity	for	public	
procurement  and disposal 
oversight.

International experience show that a 
success factor for donor supported 
PFM reform is strong Government-
led coordination arrangements 
to monitor and guide reforms. So 
some Danida funding will beforehand 
be earmarked for monitoring and 
evaluation (M&E); An expected output 
of this work-stream is a functional 
monitoring and evaluation framework 
for the PFMR strategy’ 

Stefan is a Programme Manager - Public 
Sector Management/Governance Team 
at the Royal Danish Embassy in Kenya.

Denmark intends to continue its support to the GoK 
reform efforts under the forthcoming Denmark-
Kenya Country Programme (2016-2020) and its 
Thematic Programme on Governance.

The writer (Mr. Stefan Andersson), and his colleague during a PFM  fact-finding visit to Nyeri 
County.
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Controller of Budget holds public 
participation forum in Eldoret

OCOB FORUM

Controller of Budget, Mrs. Agnes Odhiambo.

By Mbetera Felix

The Controller of Budget, Mrs. 
Agnes Odhiambo, has been 

commended for showing leadership 
in conducting public participation 
forums on budget implementation. 

The Uasin Gishu Deputy Governor, Mr. 
Daniel Chemno who referred to the 
Controller of Budget as the ‘Nanny’ 
of Devolution praised her agency 
for bringing the forum to the County 
adding the Office of the Controller of 
budget was not only walking the talk 
on the matter of public participation, 
but was also educating the counties 
on how it should be done.

He said OCOB’s forums were 
welcome in the county as they 
provided an opportunity for the public 
to interrogate the implementation 
national and county government 
budgets and programmes.

The Eldoret forum brought together 
participants from counties in the 
North Rift and Western regions 
including Trans Nzoia, Nakuru, Uasin 

Gishu, Nandi, Elgeyo Marakwet, 
Bungoma, Kakamega and Baringo. 
Besides government officials, other 
groups in attendance included non-
governmental organizations, women 
groups, religious organizations, civil 
society, youth, and self-help groups, 
council of elders, persons with 
disability, students, farmers, business 
community, media, hawkers/street 
vendors, and community service 
organizations among others.

On her part, Mrs. Odhiambo 
reiterated the importance of the 
forum saying: “This forum affords 
us the opportunity to freely interact 
and consult as partners and ensure 
the principle of inclusivity, openness 
and accountability is observed by all 
leaders”.

She noted that the Office of the 
Controller of Budget was an 
independent office with the mandate 
of monitoring how the budgets are 
implemented. Added she: “My Office 
produces key reports for all levels of 
government including counties and 

relevant institutions. These reports are 
critical in the budget implementation 
process. They help the National 
assembly in holding the National 
Government to account. The Senate 
also uses the reports to hold County 
Government accountable”.

As an Independent office established 
under article 228 of the constitution 
of Kenya, the OCOB is mandated to 
conduct public sensitization forums 
to ensure Kenyans understand its 
mandate, functions and how the 
public should participate in Public 
Finance Management (PFM). 
Moreover, the PFM Act elaborates 
how the National and County 
Governments should raise and share 
revenue as it seeks to promote 
transparency and accountability in 
the management of public finances in 
both Governments. 

The Act also represents a unique 
opportunity by enhancing the role 
of citizen participation in budgeting 
process. Similarly, public participation 
in planning, budgeting and oversight 
at both the national and county levels 
of government is guaranteed by the 
Constitution and the PFM Act under 
Sections 35(1) and 125 of PFM Act 
which outline the stages in the budget 
process at the national and county 
government levels respectively in any 
financial year.

The forum was intended to sensitize 
the public on the role and mandate of 
the OCOB in PFM, inform the public 
on their role in PFM at the national 
and county levels of governments 
and interact with key stakeholders 
and give them opportunity to address 

CONT’d on Pg 30
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emerging issues pertaining OCOB 
and PFM. The participants were also 
taken through social auditing and the 
budget process.

Mrs. Odhiambo noted that for reforms 
in the PFM sector to be realized, the 
public needs to ensure that both the 

CONT’d From Pg 29

The Office of the Controller 
of Budget (OCOB) has been 

commended for not only fully 
implementing the activities it set out 
in its work programme with DANIDA 
but also for fully absorbing the funds 
allocated to it under the Kenya 
Governance Support Programme.

In a speech read on his behalf by Mr. 
Philip Kakiro of the PFM Secretariat 
during a public participation forum 
in Nyeri, the Public Financial 
Management Reform (PFMR) 
Programme Acting Manager, Mr. 
Julius Mutua applauded OCOB for 
meeting project implementation 
deadlines and for fully achieving the 
targets it had set out for itself.

“You are a good example that other 
implementing agencies should 
emulate. I want to take this opportunity 
to urge you to share your experience 
with the rest of the agencies so we 
can increase the pace of PFM reform 
roll out in the country”, said Mr. 
Mutua.

He assured the Controller of Budget 
of the Programme’s continued 
support towards all activities aimed 
at strengthening public financial 
management. 

He paid special tribute to participants 
for taking part in the Nyeri event. Said 
he: “I want to pay special tribute to 
my brothers and sisters participating 
in this forum for taking the critical step 
to ensure that our public resources 
are prudently managed.      

He said the OCOB was one of the 
agencies the National Treasury was 
supporting under its second Strategy 
on Public Financial Management 
(PFM) reforms launched in February 
2013. The new Strategy aims to take 
forward the gains made under its first 
strategy implemented between 2006 
- 2011.

The new strategy provides a 
framework through which reforms 
envisaged in the Constitution, the 
Public Finance Management Act and 
other public finance legislations are 
to be implemented. The strategy is 
being implemented along seven (7) 
priority themes. The themes include;

•	 Resource	mobilization

•	 Resource	allocation

•	 Budget	execution,	accounting	
reporting and review

•	 Independent	audit	and	oversight

•	 Fiscal	decentralization	and	
intergovernmental fiscal relations

•	 Legal	and	institutional	framework

•	 IFMIS	Re-engineering

In February 2014, the Government 
of Denmark pledged its support 
towards implementation of the new 
Public Finance Management Reform 
Strategy (2013/18). The support 
was channeled through the Kenya 
Governance Support Programme of 
the Danish Embassy. 

Under the support, the broad areas 
covered included implementation 
of the PFM Act; public financial 

management capacity building 
at national and county levels; the 
strengthening of control, audit 
and oversight function and the 
strengthening of tax administration. 
Select actors with key mandate 
for PFM capacity building; fiscal 
decentralization; control, audit 
and; tax administration were hence 
prioritized for support.

The Office of the Controller of Budget 
(OCOB) was a key beneficiary of 
the Danish grant as were the Office 
of the Auditor General (OAG); the 
Kenya Revenue Authority (KRA); 
and departments within the National 
Treasury including the Accountant 
General’s Department (AGD), the 
Public Procurement Directorate 
(PPD), the Internal Auditor 
General’s Department (IAGD), the 
Intergovernmental Fiscal Relations 
Department and Integrated Financial 
Management Information System 
(IFMIS) Department.

Being a relatively new PFM office, 
the Office received support to 
among others, build capacity of 
staff to effectively perform the roles 
of the new Office; conduct public 
participatory forums to empower 
citizens to perform oversight roles 
on budget implementation and 
application of public funds; strengthen 
the information and communication 
systems of the new Office and; to 
strengthen the institutional structures 
of the Office. I must say that so far, 
we are very happy with the progress 
made by OCOB in actualizing these 
objectives and urge the Office to 
implement the rest of its activities 
outside the ambit of the Programme 
with the same zeal and spirit 

National and County Governments 
undertake activities as outlined in the 
budget. In addition, she said, it will 
be prudent for both governments to 
ensure public participation forums are 
catered for in the budget document 
especially at the county level to 

ensure that the forums are held as 
required by law.

The forum was supported by the 
Danish Embassy through the Public 
Financial Management Reform 
Programme 

Controller of Budget is a good example – 
PFMR Programme Manager



Wajibika6th editionJune 2015 31



Public Financial Management Reforms Programme
Bima House, Harambee Avenue, 8th Floor,

P.O. Box 30007, 00100 Nairobi.
Tel: +254 - 20 - 225 2299,

Email: pfmsecretariat@treasury.go.ke
www.pfmr.go.ke

The National Treasury


