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Kenya Ports
Authority

}fr" oJ rfie Cfrairman

Ref. FGM /21333/02

Date: 27th August 2001

Hon. W.M. Mudavadi EGH, MP
Minister for Transport & Communications
P.O. Box52692
NAIROBI

P O Box 95009
Mombasa, Kenya
Ielephone 3 1 2211 -ZZ1 21 j
Telex 21243 "DtRKpA'KE
Telegram 'KENPORfS'
Telefax 311867

)

RE: KET\ryA PORTS AUTHORITY ACCOUNTS
FOR TI{E YEAR ENDED 3OTH IUNE 1999

On behalf of the Board of Directors of Kenya Ports Authority I
have the honour to present the Statement of Accounts (together
with Audit Report) for the period ended 30tL June, 1999 in
accordance with the provisions of Section 20(3) of Kenya Ports
Authority.

ln conformity with the provisions of Section 20(2) same Act, the
Statement of Accounts were on 3L't August 1999 submitted to
Auditor General (Corporations) for Audit.
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t997198
KSHS

L998199

KSHS

697,666,502

2,582,882,680

3,384,167,311

842,397,317

1,761,475

152,416,167

3,304,271,740

10.370.020

7.406.147.539

45 820

951,761,963

1,669,406,712

1,217,921207

359.939.474

(313.118.610)

256.211.728

7.765.087.013

626,810,421

2,326,438,209

3,081,891,400

890,176,325

1,792,101

229.454.616

7.1s6.563.072

1,569,587,877

1,533,723,884

286,109,820

3,805,278232
8.101.131

8.163.498.184

(.1.006.935.112)

(1,006,935,112)

960,697 240

Non-OPerating Revenue

B. E)GENDITURE

Converfrional Cargo

Containerised Cargo

Dry Ports

Administration
Foreign CurrencY Gain/Loss

Total ExPenditure

Surphis/Loss Before Tan

Ta:ration

Transfer to Reserves

Total Revenue

s

Miscellaneous

Marine

A" REVENT.]E

Marine

Stevedoring

Shoretrandling

Storage
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1997198
KSHS

1998t99
KSHS

NOTE

18,436223,974
L,354r170,726

713371503
20503.766203

1,4L9,747,5y
1,860,1t5p14

88504.174
3358.438.642

499,560,L64
1,059,1481044
1,97118891452

{21.125.L27
4357.723.787

989,285,145
368,737,465

19.145.743.593

553,143,185

15,7L5209,014

275.673.904
16545,026,103

2-600.717.490

1E,111,528,341
L12,L79,417
697210.0\4

L8.920.917.772

L,939242,824
1,605,581,787

77528.392
3-622353.003

819,920,429
1,738,768584
1,574,893399

553.003.072
4-685.585.484

{t,064232,4811
242.650.422

l7-614.034,t69

(498,8E5,973

t5,755,962336

(49.743.898

15207332,65

7

3
3
4

5
I

g

8

7

E

6

7

7

7

Assets EmPIoYed

Net Fixed Asseh
Work in Progress
Long Term Investments

Current Assets

Stocks
DebtoIs
Cash and Bank

Curnent Liabilities
Loans - Current Portion
Trade Crediton
Tar
Bank Overdraft

Net Current Assets

Pension Provisions

Total Net Assets

Financcd bY:-

Distributable Resewes

Capital Reserves

Foreign CurrencY
Fluctuation Reserve

Loan Capital

a
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,/ SUPPLEMENTAL DISCLOST]RE OF CASIIFLOW F'ORMATION.

)

K.SHS
A. NET CASHFLOW

PERATING ACTIVITIES
FROM

o

(1,006,935,113)

1,566,324,032

568,492,195

206,724,288

116,385,198

8,101,131

(229,454,616)

(519,495,270)

254,605,127

328.861.697
1.293.608.659

(738,621,952)

271,248,403

(8,101,131)

(475,474,680)

Operating Profit before ta:ration

and exceptional items

Adjusment for
Depreciation

Write of

Interest Paid

3

Interest Provision

Foreign Exchange Movement

Other Income

Decrease/Increase:

Stock

Debtors

Creditors

b. INCREASE IN CASH A}{D
CASH EQUIVALENTS

Opening balance l-l -98

Net cash Inflow during the year before

adjustuent for the effect of foreign exchange movement

Effect of foreign rate changes

Balance as at 30th June 1999
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NOTES TO THE ACCOT]NTS FOR THE YEAR
EhIDED 3OTH 1999

NOTE: l. ACCOUNTING POLICIES

(a) BASIS OF COUNTING

The Auttrority prepares its accounts on the historical

cost basis of accounting modified to include the revaluation of
certain assets.

i

)
(b) REVENUE RECOGNITION

Revenue and expendifure are accounted for on accrual basis

(c) ACCRUALS

No provision is made for invoices after the year ended for

expenses relating to the year gnder review, unless individual

amounts exceed Shs.500,000.00.

(d) Fp(Ep ASSETS AI\ID DEPRECIATION

Fixed assets are stated at cost or valuation. Depreciation is

calculated on the straight line basis at annual rates estimated to

write-offthe assets over their expected useful lives. The annual

rates used are stated below:-

CLASS RATES(%)

Dredging 2.5

Land and Building 2.5

Rail Lines

Roads

2.5

215

Quays L5
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)

)

D
o

Cranes 10.0

CLASS RATE s(%)

Forklift Trucks 10'0

Tractors 20'0

Vehicles 20.0

Tugs/Boats 20'0

TelecornEquiPments 5'0

Data Processing EquiPment 20'00

(e) COI{VERSION OF FOREIGN CI]RRENCIES

The foreign crrrency items are expressed in Kenya Shillings at

the mean rates of exchange ruting at the balance sheet date.

Transactions occr:ring during the year are accounted for at the

rates ruling when the tansactions take place. The resulting

realised profits or losses are dealt with in the lncome and

Expenditure Accourt. The unrealised gain and losses are

adjusted through a forex reserve account'

(f) BAD DEBTS PROVISION.

The specific bad debts identified as irrecoverable are provided

for at the rate of 100%. while a general provision of 5% is

made on the balance to cater for the doubtfirl debts.

(e) STOCK OBSOLESCENCE ON

a
a

o
a

o
o

o
o

Stocks have been valued at the lower of cost and net realisable

value. A provision of 5oh of the stock value at the year end has

been made to cater for losses arising from deterioration and

obsolescence.

a
o

o
a

)
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AS AT 3OTH JUNE 1999

3 FD(ED ASSETS

)

TOTAL
Roads,Bridgg
Tracks,QuaY,
Jetties,Wharves,
Breal<tn aters

Equipmert,
Services &
Systems

Motor
Vehicles,Boat,
ForklifuTugs &
Cranes

Land &
BuldineF

26,935,588,943

1,274,871,325

(17,943,666)

28,192,516,602

8,499,364,969

1,566,324,A32

10,080,988,261

18,111,528,341

18,436,223,974

112,179,417

15,299,260

1 1 725

7,371,448,475

327,418,510

204,950,000

7,909,816,985

1,462,066,941

356,359,471

1,81o,936,742

6,098,880,243

5,915,381,534

68,274,302

(1,669,670)

23 305

791,250,768

8,691,898

(410,525,168)

389,417,498

372,M7,071

43,004,014

(197,689,159)

217,761,926

171,655,572

418,803,697

919,876

2l

10,458,311,500

694,849,452

@3,631,502

11,796,792,454

5,909,563,660

964,023,035

?:20,343,953

7,093,930,@8

4,702,861,806

4,548,747,840

33,657,551

411

8,308,578,200

243,911,465

(456,000,000)

8,096,489,665

755,287,297

202,757,512

958,358,945

7,138,130,720

7,553,290,903

9,327,688

314,136

68 781 10

Balance as at

1.7.1998

Additions

Transfers

Disposals

Adjustments

Balances as at

30.6.1999

Depreciation

Balance as at

t.7.1998

Charge for the

year 1998199

Accumulated
Depreciation
30.6.1999

N,B.V..as at

30.6.98

w.LP.30.6.99

w .r.P 30.6.98

Transfer

Disposals

Adjustments

N.B.V.as at

30.6.99
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NOTE: 4 Investnents.

Pension Funds invested in Fixed Deposit accounts' with Housing

Finance of Kenya *d Co"rnment Stocks amount

Kshs.568,442,483'82

The Arrlhority's Fixed Deposit Account with Housing Finance

Company f.nyu ii-iteO wtrictr acts as guarantee for Mortgage

Loans extended to employ"t' *o*ts io Kshs'2}821'030'24

The Cost of a plot which was bouglrt in the form of a Company

and whose certificate of incorporation YT ;111 ]9,11;ornorate

Ivl/s.Kenya Ferry Jt*ittt Ltd" is also held as an investment m

the books under J*tr'"ate IGhs'22'500'000'00

AIso included under investments is the cost of equity share

'hfiG 
in the following institutions'

Kenya National Shipping Line Ltd' Kshs' 5 4' 3 46' 5 00'00

The Invesfinent in Kenya National Shipping Line includes

Kshs. 1 9,3 3 s,,,ft;;;"t to [t* i'"t':"al Shipping which

was Capitatised during restructuring of the'Com'panV's share 
'

capital. rni* r.rGa"into ttre eutrrority's investnent increasmg

to Kshs.54,346,000'00

Consolidated Bank of Kenya Ltd Kshs'29'100'000'05

Deposits in collapse d F inancial Institutions totalling

Kshs. 5 5,7 8 5,9 ffi:il il;iled accnred interest totalling

Shs.45,471,38330 are still outstanding in the O-::P of Accounts'

Provisionto'tf'""doubtfulinvesfinentsweremadeinlgg2by
charging the tncome and Expe";il;Account w$ the loss' The

Management is considering to ttto*ttnd these doubtful debts

)

(a)

(b)

(c)

(d)

(i)

(i1)

(e)

for write-off.
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(b)

CURRENT ASSETS.

(a) Store Stock valuation'

Thesearestatedatcost(weightedaverage)ornetrealisable
value less provision for obsolence and deterioration which has

been held at 5o/o of actual stock holding at the end of the financial

year.

Balance on at 30.6.99 2,041'31 (102'06) 1,939.25

t,494.47 (74.72) 1,419.74t

Stock
Kshs.m

Provision
Kshs.m

Rate Balance
Kshs.m

30.6.98
Kshs.m

476.s0

353.06

729.56

(83.51)

746.05

264.02

)
Balance at 30.6.98

Cargo Debtors

Marine Debtors

Total Trade Debt

Less Provision for bad and

doubtful debtors

Net Trade Debt

StaffDebt

DEBTORS

The balance includes bills outstanding in respect ofMarine and Cargo

handlingservicesrenderedtoPortUsersupto30.6'l999.Italso
includes staffand other debts. A specific provision.for irrescoverable

debts totalling Y\sbs.222.67mhas been made in addition to the normal

bad and doubtful provision of 5o/o outstanding debtors balance'

30.6.99
Kshs.m

280.40

337.60

618.00

(236.64)

381.36

2s0.09
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MOTC Advance

KenYa Ferry Services

Customs Guarantee

Lasco CIub

Mobilisation AJC

PrePaid Insrrance

Dishonoured Cheques

Other debtors

300.28

585.88

3.00

2.38

52.13

0.04

19.69

7.9s

296.28

422.80

5.15

109.10

0.06

1 1.08

)

)

D
t

o
a

ot

o
O

a
o

70.59

4.08

2.6s

ut60.18

30.6.98

827 .r2

s6.79

0.47

r.99
2.78

Electric itY Subconsumers
1.605.58

(c) (1) CASII AND BAI{K

The balance consists of the following:-

30.6.99

Bank Overdraft

Cash at Bank

Cash with Crown Agents

Cash at Hand

(ss3.oo)

w
86.50

2E

11.52

o
o

o
o
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) (ii) Overdraft Facillity.

Management sought and was granted authority by the Treasury to

negotiate overdraft facilities with National Bank of Kenya. The

Bank agreed to grant the facility to the morimum sum of
Shs.800.00million at an interest tate of 26.5%o per annum on the

balance drawn. The facitity was rolled - over for use during the

financial year ended 30th June 1999.

Provisions.

)

'NOTE:6.

Provisions have been made to meet contibutions to staffPension

and Gratuiff Schemes.

)

Staff Pension

StaffGratuity

30.6.99
Kshs.m

252.27

( 9.62)-

242.65

30.698
Kshs.m

367.76

0.98
368.74
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)

TOTAL
KSHS.M

CURRENCY
FLUCTUATION
KSES.M

CAPITAL
KSES.M

DISTRIBU
TABLERESERYES

16,545.01

Q26-4r)

(1,006.93)

15,207 -33

(4.34)

276.6',1

Q26.4r)

$e.74)

15,715.20

15,755.96

40.76

(1,006.93)

(4e8.8e)

553.r4

. (45.10)

Balance as at 7'1'98

Adjustment

Excess DePreciation

ir*tt"r.btoP&LA/c

Exchange variations on

Kshs.against strong

currencies

Retained Loss for the Year

Balance as at 30'6'99
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NOTE: NO.8

EIB LOAN IYlBF/NLG

NIO LOAN NLG
I
t

LOA

STATEI
INTER
P.{TE

)o

o

o

C;i-LENT LOA:{
DLTCH

FREI{CH LOCAL

BrTLst{ 101 _\,1

BR]I ISFI CR.A.I{E

EF TISH
PiF

FIiEi.I:i{
FI)REGN

tsl-rllLt\l

LSH

I..--sH

I,*sH

I.SH

t*sH

I.-sH

I$H3

DE\OMiI\'.q,TIONLOAN

o
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NOTE: 9 Taxation

(a)
)

In lggzthe commissioner of Income Ta:< advised the Authority that it

was not tax exempt. Consequently, taxes were levied on Kenya Ports

Authority retrogressively for six years to 1986. Furthermore, Kenya

Ports Auttrority was required to pay penalties and interest which had

accumulated all these L*.r. There payments had not been budgeted for

as the Authority had continued to operate from inception in 1978 on the

basis that it was not subject to the provisions of the Income Tax Act

Cap. 470.

(b) To< is charged on the surplus for the year after adjustments have been

made in accordance with ta>r laws.

Ta,r Charge/Loss CIF 16.75 313' 1 I

The final ta>r assessment on this yeat's surplus will be based on the

audited accounts for the year under review'

NOTE: 10 Contineent Liabilities

.M

(i) Penalty and interest on back-tar<

up to 1996

(ii) Shortfall in Pension Contribution 3,061.00

(iii) Construction and Civil Works 89s.08

1998199
KSHS.M

1997198

KSHS.M

2,034

321.01

395.00

(iv) Consultants for Civil Works

(v) Legal (Mtongwe Ferry disaster

Case and others).

to

to
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]

) NOTE: I 1 YEAR 2OOO COMPLIANCE

The Authorrty's Equipments and Computer Systems have been
tested and were certified YZK ready by 3lst Augrst, 1999.

l
)t

ta
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a

o

BEPOBT OT Tffi AIIDITOR GETIERAI. (COBPOBATIONS) ON TEE ACCOI'NTS
OT GTTYA POBTS AIITEOBITY FOR TEE YEAB EITDED 30 JI]NE 1999

o

o

a

a

o
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REPORT OF THE AUDITOR GENERAL (CORpORATIONS) ON THE ACCOUNTS OF
KENYA PO RTS AUTHOzuTY FOR THE YEAR ENDED 30 JUNE 1999

I have examined the Accounts of Kenya Ports Authority for the year ended 30 June 1999 in
accordance with the provisions of Section 29 (2) of the Exchequer and Audit Act (Cap 412). I have
obtained aii the information and explanations required for the purpose of the audit. Pioper books of
account have been kept and the Accounts, which have been prepared under the historical cost
c(hvegion as modifiei Uy tfre revaiuation of certain fixed assets, are in agreement therewith and
c$lptfriuittr the Kenya Pons Authority Act (Cab 391).

:{:';-}

In my opinion, and subject to the matters set out herebelow, the Accounts, when read together with
the Notes thereon, fairly present the Authority's financial state of affairs as at 30 Jrure 1999 and of
its deficit and cash flows for the year then ended.

1. EXTENSION AND REFURBISHMENT OF KIPEW HEADOUARTERS

In August 1994, and apparently without invitation of open competitive tenders, *re Authority
appointed a firm of architects to be Lead consultants for the extension and refiubishing of the
Kipevu existing Headquarters building Project. The month following their selection, 11te Lead
Consultant appointed, on a selective basis, three other consultants to design the Project which
basically involved construction of extra floors onto the existing Headquarters building. In
December 1994, the consultants forwarded the related architectural drawings which the Authority
duly accepted and on 5 January 1995, the Lead Consultant instructed the other consultants to
proceed and complete the Project. About two months later on i0 March 1995 the consultants
presented the Authority with Bills of Quantities, thus bringing the Project to tender stage. Records,
however, show that the Project was designed without properly establishing whether the existing
foundation of the present building could support extra weight of the additional floors and without
prior authority of the parent Ministry and the Treasury. There was also no budgetary provision for
the expenditure in the 1995/96 or 1996197 Estimates of the Authority. Thereafter iee notes for
Kshs.405,849,355 were raised by both the Lead Consultant and the other three consultants as
follows:-

)
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o

o

o

o
Lead Consultant
Other Consultants

Kshs.147 ,445,658
" 259.403.697

o

Total " 405,E49J55

The fee notes were accepted by the Authority and a total amount of Kshs.42,000,000 paid in August
1995 buj the Project was abandoned thereafter, apparently for being impracticable. Since the
abandonment of the Project the consultants have been paid a further total amount of
Kshs.289,377,164, thereby bringing total expenditure on the Project to Kshs.331,377,164 as atZB
February 2001. Available information also indicates that the Authority, having lost a civil court
case against one of the consultants for a total claim of Kshs.197,973,267, has now entered into an
agreement with that consultant to pay the balance of the amount due to the plaintiff at the rate of
Kshs.5 million per month over a period of about 7 years. At this rate the Authority stands to lose an
additional Kshs.309 million on the already abandoned Project. Arising from the foregoing, the total
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;
-vnenditure incurred on the project of Kshs.33 r,:ij.,164 as we, as the expenditure anticipated to

i",irr.r.r"d further;i;;;. than Kshs.ibq *rruon w*r most tikety turn out to be waste of public

funds

oo

)o

o

o

o
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2. FIXED ASSETS

The Balance Sheet Fixed Assets figur_e of Kshs. 1g,115,52g,341 as at 30.June 1999 includes value

of some 26 prots ., r*a-m.gurariy-a11o"""a r" i"a*ia.ruii*.rop"rr without either the knowledge

of the Authority or the approvar "f 
it, il;;: or. "r trr" 

zipr.ir'*u' r*rfened to a third party by

aa emproy.. or u,,. eoitrrity wh*e ;ffi; J* *u1r.rt o,lt *r-ren six of the plots were surveyed

and arlocated to a third party evidentry ivittr tt" t ro*t.ag."#m.-th"o Munaging Director' Further

the Authority aiso.n"i.a into a i."ur.'a?;+ with-,a private comn311 in t99+' in respect of

olot number MSA/BIock l/400 ."urrrrir* i.+s? h"",*", ioi u d*ration of 82 yt*t at an annuai rent

ff frnr.z+1,560. in March 1998, the Le-ase Agteement *;; ;;J to allow the lessee to charge the

properry in favour oi,rr.i, financiers zu " 
r"il or uss'z+,soo'ooot The consent was accordingly

aooroved by the parent Ministry *d ;;;"a uy rrr. a",t ""rv The lessee has since construcred

o".**..,, buildings on thisprop.rtvl'u"J**"t',ylt:l,t""'F:: "il{:I;l'.t 
and a convevor belt

system iinking rhe-terminar to movabi.li,ip'rouairrp Td unroading equipment located on Berth 3'

thus using extra space originalry ,";-";;;J in tf,e r"ur"a land] ii ii not understood u/hy the

Authority u"".p,.i to havi tt. prop.ft "i*g"a 
fo' u io* to the lessee thereby exposing the

Authority to porriit. ,ir[ "r 
iosing tn;;*j;iand in ,rt" .r"*i"f defaurt by the lessee' It is also

not crear why the Authority accepteJthe very lo*.nnrul rent of Kshs.241,560 while the c,rrent

marker rent rate for a property ir th.'ririrr iot"rrrv i, uuo,rt i<rr.r.zr m,lion per acre' In addition'

available information indicates,t"-, *iiit1i"""a*i"g "#gt"to 
all shigs using Port facilities are

Ievied at uS$ 20 per ton as ,tip,-rrut.i'ii s""tion zlrol oi xpe Act, th-e-Leasing company was

noted to be paying only US$ 2 p", 
'on 

handted, tt"" '"'itriingl' " 
L"tt of US$ 18 per ton handled

bv this company. with this arrangement and contrary ,o ,[" requirernents of the KPA Act' the

Authority stands to lose q,rit. ,,rurtuiii;ji; ; 1T" of it"''-te accruing out of stevedoring charges

due to this excessir"rv r"* rate of charge of US$ 2 per ton.

a J. o S

During the Year lgg7lg8, the AuthoritY entered into an agreement with a certain firm to suPPlY four

of Kshs'l56,709,842
SISU 42 Ton Reach Stackers; Model 4227-5TL al a contract sum

(us$2,541,804). The agreement Provided for the shiPment of the first 2 untts within6toSweeks

from the date of signtng the agreement on 4 May 1998 The terms of PaYments included a two-

years' credit facilitY at an interest rate of 2.5o/o and Kshs.23,25 7,506 (US$3 8 1,270.60) down

of the order bY supplYing a bankers' guarantee and then six months

paYment uPon confirmatron was to be Paid in six equai quarterlY

moratorium from the date of shiPment' Thereafter the balance

instalments of Kshs'2 1,965,423 (us$3 60,088.90) with interest' Aithough the agreement stated that

interest would not be affected bY the moratortum, the calcuiation of interest, however, started earlier

than the delivery Period of6to 8 weeks for the first 2 units therebY resulting in extra PaYment ot

int6rest of Kshs.5,509,582 (us$89,366.1 8). The justification for paYment for this extra interest has

not been Provided'
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to

)

rhe Authonty obta:aed quotations' in^a^selective mann.rl 
-fr-o* 

four comparues on different datesbetween october 1998 and 
^,arch 

iqgg ro, c.';;#;J.i vg--r"*.i, ffia , The lowest bidder
quoted Kshs.4,994,786 per.rrgin., g;"_,-"g;;;";;]* orrrrrr.g_9i9 ,iiz tgrboth the engines
tnd inctuded cost of spares t&ulirr! rr[, :,oio,6l!"i,rr.r. ;;i;;; *u,_o number of spares
mvolved was not indicated' o''q'ipdr tggg,- thZ-ru*. n* *; .;;;ed another conract to
manufacure mod.ifieci usr.nbly or'rH. **ii"ri'r-#*: 

-ru*. iuuo;** . contract sum of
Kshs'8'954'828' asarn *itrrr*i-il*"p.titir.;tdr.-b; a-ap.,t 1999rh;-r;;;grng Director approved
for the repatr of centalizt', uoJ.i1'*ri.rr, o, .ogrr. *o*,rngr;i;;r#'fu*.r, 

Ir,flcizi, at a cost
of Kshs'2'557'7gg by another to*pil, agTn *i-,rro,ri rrrur,"o"".irp.T.oilo.,,,rre 

tend.ers. The
Launch was repairej uv ,rr. *. ..'#rL;, ;;-;;;i"#.,^rfH Kshs.2r,+og,oa: were sub*itred
to^the Authorirv wiuch r.tu.iii.-^#;*ts berween:l*. tggq ana zi rly rqqg Ava,abre
In,ormation' however' indicates tr'" 

'rr. 
tota.l cost of two new engines of the fype that was repaired

was only Kshs.3,697,650. nr a"i*ry wouJrrr". ,*.a u ,o,? or ilril]r r,zr 1,433 if n i ,r.*engines had been pr':rchased *ti;-;d*p.i.r"g ,ir.".ia;1qr*.iffi;e 
circumsrances. the5i,,fl I :y# H: iH, |;il,ff #,,": *j*TH*#l z r, i o q, 0 s : 1,.#o o n the 

" 
;;;h;; ; s

During the year 
Tdtt^ review' the Authority without-invitatjon of open-c_ompetitive tenders,

purchased i6 life rafts from nruppii-.. at a totar cost of r.r* io,ji!,rio,ril,March 2000 the same
items were found rn the ti;;; ;ffi; addition," *"i .1i r51'.^t. *.,i.0 earrier. Apart from
:8,.i'#r'J:Jr:g..j'.iJ,:iljj.;Tiifff r*i,*".1:t1-t,TI*H::.r.p.,,;;;;;".
"?:9?d' thus tving up tunds il *;; *iri.r, ."riJ-1.."*9:g.il il;;;;JrJ$.J:i*Hl;traod,ton' other pr:rchases were maae * u 

"or, of Kshs:i ,azi,ir;,;;r" #io"ut rhe invitation of
tenders' without open competitive tenders it has 

";, b;; possibre oo .-oon o,',rrat the suppries were
procured at the most.o*p.titir. pa"rr *a that tnr ,r-o-#*.r. of immediate use.
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6. ST
NU

Between July 1996,and 
Yuy t999, the Autholty appointed two fimrs to carry our an exercise of

stores valuation and confinaation ti"*irt*g ui^"il, * we, as ,,o..r-.uiionarisation for which
both companies were pard a totJoir<rr1, r+lo+{ii]"auaiuur. ,tor., ,....ar, however, revealed
that the consultants, and witho*;; explanatro" trlrrrqlgoo o*;;.;.:r.r stores in some 53
sub-stores varued 

" rrr:.r,b+i',ooz,i'si, * ";;;i;Jq:, l..g. rub..qu.r,t excrusion of these
stores from the Balance Sheet uutulr,* at 30 June tgig,. tp* too, tr.. i"].i rhat the Authority has
not expiained how 

-the 
cont'ac"J n*. were identified or trre contraci ,-*r-uoir.d at, the eurnorinyhas not also justified this Iil ;.rsive omis;;; Ji *o.r., uy tir. ."rrurtants. Informationavailable also indicates that tr"'n".'.*sultancy arrrs ,ir*.a ,o*.'p.i*.il er,rrough it has now

been pxplained that the finas sprL *i *.,;l ,h;';u*.L., continled *,ir-',ir. exercise, the cost
effects of the involvement of both the fi.ms has not U..rr-**.r.a. Consequently, it has not been
possibie to confirm,the propnlty-fi; expenditr.'e of Kshs. ti,oZg,ili1"'Jr*.. on this exercise.
Further' the stock fi# ';i' 

iirrrr. i,gls,,%)d)i- excludes. ,ro.t shortages tota,inoKshs'420,478,242 whose iu,*.;;, ; exprained. i-rr. 
1-r11"nrir, "9iJ*oi"i"ed why it tied uicolossal funds in stocks wtuctr touri'l*ly u..o*.-oiror.,.. Arising fro*'th. foregoing, it has
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again not been possible to confirm that the Authority's stores system is properly operated or even to

con.firm the correctness of the Balance Sheet Stocks figure of Kshs.I,939,242,824 as at 30 June

t999

)

,o

o

o

D

D
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7. DEBTORS

The Balance Sheet Debtors Frgure of Kshs.1,605,581,787 as at 30 June 1999 includes debts totalling

Kshs.12,53g,516 outstanding against employees who are no longer in the service of the Authority'

The Authoriry has not giveln a satisfactory indication as to how it intends to recover these long

outstanding aebts frorn-the ex-employeei. In addition the debtors figure also includes debts

iotaling r-sns. lg,695,g2g in respect of subsistence allowances paid over and above various offrcers'

entitlements. While it is not clear why the Authority paid the officers the amounts in excess of what

they were entitled to, it has also not been explained adequately how the amounts will be recovered'

Similarly there were advances totalling Kshi.+,096,446 included in the debtors relating to negative

salaries which suggest that employees were advanced salaries in excess of their gtoss amounts

which could not be recovered from their earnings. In addition dishonoured cheques totalling

Kshs.1g,6g5,10g some of which have remained outstanding for over fou years and whose

recoverability remains doubtfuL were also included in debtors. As a result of the foregoing, it has

not been possible to confirm the correctness and recoverability of the total Balance Sheet Debtors

balance of Kshs.1,605,58iJ87 as at 30 June 1999'

8. INVESTMENTS

The Long Term Investments figure of Kshs.697,2l},Ol4 as at 30 June 1999 excludes deposits

totaling kshs.r00,3 36,6g2.o.p.iring of the principar sum of Kshs.55,785,918 and accrued interest

of Kshs.44,550,765 held in six (6) collapsed financial institutions which had been written off.

Although the Institutions where these deposits were held have since been taken over by the Deposit

protection Fund Board of the Central Bank, the Authority has only received dividends amounting to

Kshs.4,4g0,515 with no assurance for receipt of any other future dividends. Accordingly, therefore,

the Authority stands to totally lose an amount in excess of Kshs.5O million out of the original

principal deposits of Kshs.55 ,ig5,gl8 held in the collapsed financial institutions.

S,Tt#tk
AUDITOR GENERAL (CORPORATIONS)

24 July 2001
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