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KEY ENTITY INFORMATION AND MANAGEMENT

a)

b)

Background information
Privatization Commission was established under the Privatization Act, 2005. The
entity is domiciled in Kenya and does not have branches.

Principal Activities
The principal activities of the Privatization Commission are to:

formulate, manage and implement the Privatization Programme:;

make and implement specific proposals for privatization in accordance
with the Privatization Programme;

carry out such other functions as are provided for under this Act: and
carry out such other functions as the Commission considers advisable
to advance the Privatization Programme.

The Commission began its operations in February 2008.

Vision

A world class Privatization Agency, innovatively transforming public
enterprises for accelerated economic growth.

Mission

To unlock the potential of public enterprises through a robust privatization to
meet desired national objectives

Core Objectives

Vii.
Viil.

To finalize implementation of the current Privatization Programme by
2021;

To achieve a harmonious legal framework for the Privatization
Programme;

To improve on existing infrastructure and foster innovation

To attract, develop and retain adequate capacity for efficient and
effective implementation of the Privatization Programme

To fully operationalize a functional Knowledge Resource Centre by 2020
To enhance public awareness, image and perception

To implement the risk management strategy

To enhance linkages and maintain working relationships with
stakeholders and partners

To effectively lobby, utilize and account for financial resources
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c) Key Management

The Privatization Commission’s day-to-day management is under the
following key organs:

Commission Members;
Executive Director/CEO; and
Management.

d) Fiduciary Management

The key management personnel who held office during the financial year

ended 30™ June 2020 and who had direct fiduciary responsibility were:

S/NO. DESIGNATION NAME
1. Executive Director/CEO Joseph Koskey
2. Manager Transactions Janerose Omondi
3. Manager Transactions Charles Ochola
4, Manager Supply Chain management Sylvester Kamau
B, Manager Finance Virginiah Kariuki
6. Manager Human Resources and Admin. Caroline Kiftur
/. Manager Research and Planning up to Florah Muthaura
12th June 2020
8. Principal Corporate Affairs Officer Bessie Valerie Atieno
9. Principal Leaal Affairs Officer Matireen Saina
10. | Principal Internal Audit Officer Valentine Odhiambo
11. | Principal ICT Officer Shadrack Oriaro

e) Fiduciary Oversight Arrangements
The Commission has the following committees which have specific terms to
guide their operations: .
(i) Finance and Strategy Committee;
(i) Audit Committee;
(i) Human Resources and Risk Management Committee; and
(iv) Privatization Steering Committees.
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f) Privatization Commission Office
P O Box 34542 - 00100

1111 Floor Extelcoms House
Haile Selassie Avenue
Nairobi, KENYA

g) Privatization Commission Contacts
Telephone: +254 20 221 23 46/7/8
Email: info@pc.go.ke
Website: www.pc.go.ke

h) Privatization Commission Bankers
Kenya Commercial Bank
University Way Branch
NAIROBI, KENYA

Kenya Commercial Bank
KICC Branch
NAIROBI, KENYA

Co-operative Bank of Kenya Limited
Co-operative Bank House

Haile Selassie Avenue

NAIROBI, KENYA

HFC Ltd.

Gill House

Tom Mboya Street
NAIROBI, KENYA

i) Independent Auditors
Auditor General
Kenya National Audit Office Anniversary Towers,
University Way
P .O .Box 30084 - GPO 00100
NAIROBI, KENYA
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j) Principal Legal Adviser
The Attorney General

Office of the Attorney General and Department of Justice
Harambee Avenue

P O Box 40112 - City Square 00200
NAIROBI, KENYA
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THE BOARD OF DIRECTORS

Hon. (Dr.)Paul Nyongesa Otuoma EGH, - Chairman

Hon Dr. Paul Nyongesa Otuoma is a veterinary doctor by
profession and holds a Bachelor of Veterinary (Hons)
degree from the University of Nairobi and an MBA in
Strategic Management from the University of Nairobi.

He is a standing member of Kenya Veterinary Association.
Hon Dr. Otuoma is a former Minister for Fisheries, Youths &
Sports and Local Government and a Member of Parliament
for Funyula Constituency (2007-2017). He was also a
member of Parliamentary Lands Committee and Public
Investments Committee. Between 1994 and 2000 he worked for Bayer East Africa
Limited as arepresentative for East Africa. Between 2001 and 2003, he worked for Bayer
South Africa in Johannesburg as a Business Development Manager (Sub-Saharan
Africa) for veterinary pharmaceuticals.

D.O.B 15.09.1966

Hon. (Amb). Ukur Yatani Kanacho EGH - Cabinet Secretary, National Treasury And

Planning
Hon. Amb. Ukur Yatani has over 27-year experience in public administration,

politics, diplomacy and governance in public sector. He was
| appointed the Cabinet Secretary, National Treasury and Planning
in an acting capacity, in July 2019 and substantively in January
2020. He was previously Cabinet Secretary for Labour and Sociall
’&_ﬁ Protection, a position he had held since January 2018.

| He has a Master of Arts degree in Public Administration and
| Public Policy from the University of York in the United Kingdom and
a Bachelor of Arts in Economics from Egerton University.

Between the years 2006-2007 while Member of Parliament for North Horr Constituency,
he served as an Assistant minister for Science and Technology. At the height of his
career (March 2013-August 2017), he served as the pioneer Governor of Marsabit
County.

Between June 2009 and October 2012, he served as Kenya's Ambassador to Austria
with Accreditation to Hungary and Slovakia and Permanent Representative to the
United Nations in Vienna.
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Attorney General- Paul Kihara Kariuki

Judge Kihara was appointed Attorney General of the Republic of Kenyain March 2018

esteemed member of Law Society of Kenya, Commonwealth
Lawyers Association and the International Bar Association.

He practiced law with several legal establishments and served
as Principal and Chief Executive Officer at the Kenya School of
Law. In the same year, he was appointed Judge of the High
Court where he served in both the civil and commercial divisions of the Court for
several years.

Between 2009 and 2013, Judge Kariuki served as the first Director at the Judiciary
Training Institute where he was instrumental in establishing all the operational systems
for the technical arm of the judiciary incorporating professional development for all
judges, magistrates and all cadres of the paralegal staff at the Judiciary.

Judge Kariuki was appointed the President of the Court of Appeal in 2013, a position
he held until March 2018 when he was appointed the Attorney General of the Republic

of Kenya.

D.O.B 11.05.1954

Judge Kariuki was admitted to the Bar in 1978 and is on'

ll

Ms. Beatrice Gathirwa - Alternate to CS, National Treasury

Ms. Gathirwa nolds Bacheior of Cornnerce {Accourniing) and iviasier
of Business Administration degrees from the University of Nairobi. Ms.
Gathirwa is the Director, National Assets and Liability Management at
the National Treasury. She represents the Cabinet Secretary, National
. Treasury on the Boards of various State Corporations.

| 1/ D.0B 10.06.1956

Sharon Irungu Asiyo - Alternate to the AG

Sharon is the alternate to the Attorney-General. She is an
Advocate of the High Court of Kenya with a Bachelor of Laws
(LL.B) Degree from Kampala International University — Uganda
and a Post-Graduate Diploma in Legal Studies from the Kenya
School of Law.

Sharon is a State Counsel at the Office of the Attorney-General
and Department of Justice currently based in the Government
Transactions Division. She is a member of the Law Society of Kenya (LSK).
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DOB: 27.06.1981

Mr. John Joseph Tito

John Joseph Tito holds a Bachelor of Laws degree from the University of
Nairobi, a Post Graduate Diploma in Law from the Kenya School of Law,
and Post Graduate Diplomas in Aviation Law, International Business and
% Transnational Law. He is a member of the Law Society of Kenya and the
| International Bar Association.

Mr. Tito is an accomplished Lawyer with a solid background in International, Financial
and Commercial Law, with over 20 years' experience. He also has expertise in
executive management, Governance and policy formulation and implementation.

He is currently a Managing Partner of Tito & Associates Advocates, a legal consultancy
and advisory services firm based in Nairobi. The services provided include, Investment
and Commercial Law, Aviation Law, Public Private Partnerships, Energy, Real Estate
and advising communities on their proprietary rights over land, fraining legal
practitioners on management issues, negotiations and International law. He provides
lectures at conferences and undertakes research on appropriate policy and legal
framework on proposed legislative changes. He coaches executives on Aviation Law
and on Public Sector - Private sector partnerships for efficient and sustainable delivery
of public services.

Date of reappointment 16.10.2019.
D.O.B 30.3.1967

Mr. Joseph Koskey Executive Director/CEO

Joseph is the Executive Director/CEO and holds a MBA (Strategic
Management) and Bachelor of Commerce (Accounting)
degrees from the University of Nairobi and currently pursuing a
PhD (Business Administration) at the same University. He is a
member in good standing of ICPAK, the Institute of Certified
Secretaries of Kenya and the institute of Directors Kenya. He is
also a certified trainer on corporate governance and a Certified
governance Auditor. Joseph has over 28 years business management experience
gained in diverse industries, 21 years of which have been in senior leadership and
management positions. He has a distinguished leadership career with a proven track-
record of achievements (both in the private and public sectors) in revenue growth,
productivity improvement, operational excellence and bottom-line turnaround.

Prior to his appointment fo the Commission, Joseph had served as the Group CEO at
Sovereign Group Ltd, Managing Director at the Kenya Bureau of Standards and as
Managing Director at Urgent Cargo Handling Ltd among others. He has also served as
the Regional Change Manager for P&O Nedlloyd East Africa and Indian Ocean Islands
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covering Kenya, Uganda, Tanzania, I\/\Ounhus Madagascar & Seychelles. Tﬁ_is
background equipped him with invaluable skills and expertise in strategic and flnoncml |
management, business restructuring and change management.

Date of appointment 01.11.2018
DOB 29.01.1970
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MANAGEMENT TEAM

NAME OF STAFF

RESPONSIBILITY

Mr. Joseph Koskey

Joseph holds a Master of Business
Administration (Strategic
Management) and a Bachelor of
Commerce (Accounting) degrees
from the University of Nairobi. He is
currently pursuing a PhD in Business Administration. He
is a member of the Institutes of Certified Public
Accountants of Kenya (ICPAK), Certified Secretaries of
Kenya (ICSK) and Institute of Directors Kenya (IODK).
He is also a certified trainer on corporate governance
as well as Certified governance Auditor.

EXECUTIVE DIRECTOR/CEO
Enhancing the mission, vision
and values of the Commission
on all matters relating to the
implementation of the
Privatization Programme; and
provision of leadership in the
development and
implementation of
dppropriate strategies.

Dr. Janerose Omondi

Janerose has a PhD in Business
Administration from Jomo Kenyatta
University of Agriculture (JKUAT) and
Technology, a Master of Business
Administration degree (Strategic
Management) from the Kenya Methodist University,
and a Bachelor of Science degree in International
Business Administration (Finance) from United States
International University — Africa (USIU-A). She is a
Certified Public Accountant (K).

TRANSACTIONS MANAGER
Managing privatization
fransactions.
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Charles Ocholla

Charles holds a Master of Business
Administration degree (Finance
Option) from the University of Nairobi
and a Bachelor of Arts degree in
Economics from Kenyatta University.
He is a practicing member of Institute of Certified
Investment and Financial Analysts (ICIFA) and the
Institute of Directors (IOD-Kenya).

TRANSACTIONS MANAGER
Managing privatization
transactions.

Caroline Kittur

Caroline has a Master of Business
Administration degree in (Strategic
Management) and a Bachelor of Arts
degree in Sociology from Moi University;
a Higher National Diploma in Human
Resources Management from the Institute of Human
Resource Management (IHRM); and an Execufive
Diploma in Industrial Relations from the United States
International University — Africa (USIU-A). She is a
Certified HR Professional by the IHRM and a Certified
Conflict Mediator.

HUMAN  RESOURCE AND
ADMINISTRATION
Managing the Human

Resources and Administration
function.

Sylvester Kamavu

Sylvester holds a Master of Science
(MSc) degree in Procurement and
Logistics from the JKUAT and a CIPS
Post-Graduate Professional Diploma
in Procurement and Supplies. He also
holds a Bachelor of Arts degree in
Government and Public Administration from Moi
University. He is currently pursuing his PhD. in Supply
Chain Management from JKUAT. He is a registered and
licensed member of the Kenya Institute of Supplies
Management.

SUPPLY CHAIN MANAGEMENT
Ensuring quality, effective and
proactive procurement
support services.

Florah Muthaura upto 12th June 2020
Florah holds a Master of Business
Administration degree in Strategic
Management and a Bachelor of
Commerce Degree (Actuarial
!l Science) both from the University of
Ncurob| She is a Certified Public Accountant (K).

RESEARCH & PLANNING
Managing the development,
implementation, monitoring
and  evaluation of the
Strategic Plan, performance
management and
coordination of Research
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Virginiah Kariuki

Virginiah is a holder of a Master of
Business Administration degree
(Strategic  Management) and a
Bachelor of Science degree in
Business Administration (Accounting
ond Management) both from USIU-A. She is a CPA (K)
and a CPS finalist. She is a member of the Institute of
Certified Public Accountants of Kenya (ICPAK) and
Association of Women Accountants of Kenya (AWAK).
Sheis also a Quality Management System I1SO 9001:2015
Lead Auditor.

FINANCE & ACCOUNTS
Sound financial
management.

Mavureen Saina

Maureen is an advocate of the High
Court of Kenya holding a Masters’
degree in Public Policy from the
University of Strathclyde,

4 a Post-Graduate Diploma in Legal
Studies from Kenya School of Law and a Bachelor
of Laws degree from Catholic University of Eastern
Africa. She is a member of the Law Society of Kenya.

LEGAL AFFAIRS
Managing legal affairs.

Bessie Valerie Atieno
Bessie has a Master of Arts degree
in  Communication from Daystar
University.  She also holds a
Professional Public Relations
i Diploma from the  Chartered
Institute of Public Relations (CIPR-UK) and a Bachelor
of Arts degree in Language and Literary Studies
(English Major) from Moi University. She is a member of
the Public Relations Society of Kenya (PRSK). She is
also a Quality Management System ISO 9001:2015
Lead Auditor.

CORPORATE AFFAIRS
Formulation and execution of
a sound communication
strategy.

Shadrack Oriaro

Shadrack holds a Bachelor of
Science degree (Information
Technology) from JKUAT and a
Master's in Applied IT at Africa
Nazarene University. He possesses
j ; ‘ various  professional certifications
mcludmg CompTIA Project+, CCNP, CCDP,

ICT
Managing Information
Communication Technology.
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CCDA, CCNA and ITIL. He is « memberﬂ of the
Computer Society of Kenya.

Valentine Odhiambo

Valentine holds a Master of Business
Administration (Strategic
Management) and Bachelor of
Commerce (Finance) degrees both
from The University of Nairobi. She is a
Certified Information Systems Auditor
(CISA) and a CPA (K). She is a member [ICPAK,
Association of Women Accountants (AWAK) and the
Information System and Control Association (ISACA).

INTERNAL AUDIT
Managing infernal conftrols in
order to improve efficiency,
transparency and
accountability
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CHAIRMAN’S STATEMENT

In . compliance with Section 15 and 16 of the Privatization Act, it gives me great
pleasure to present the Privatization Commission Annual Report for the period ended
30t June 2020. During the year under review, no privatizations were completed and
therefore the annual financial statements for the year do not include a statement of
the assets and liabilities and the proceeds from privatization of any state corporation.

Six positions of Commission members still remain vacant, but the process of filling them
has been commenced by the National Treasury. With this process not concluded, the
Board was not duly constituted and lack of quorum affected implementation of
various proposals and strategies that had been developed by Management. This,
coupled with the emergence of the COVID-19 pandemic, drastically affected the
continued implementation of the Privatization Commission mandate, which relies
heavily on stakeholder engagement activities to redlize certain objectives in the
fulfilment of its mandate.

At the strategic level, the major task that the Commission is looking forward to will be
the updating of due diligence reports once the Board is duly constituted. This will be
followed by the presentation and approval of these reports at various levels to
facilitate implementation.

The above challenges notwithstanding, | would like to thank the Commission staff for
their dedication to work and at the same time appedadl to the Government to fast track
the process of recruiting and appointing the Board to enable the Commission to
implement its mandate effectively.

And much as the Commission has achieved a lot under difficult circumstances, the
Commission looks forward to doing even better in the coming year. The Commission
expects the continued support of the National Government, its Agencies and all other
stakeholders as it strives to achieve the desired benefits expected to accrue from

privatizations.
&

HON. (DR.) PAUL OTUOMA, EGH
CHAIRMAN OF THE PRIVATIZATION COMMISSION
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REPORT OF THE EXECUTIVE DIRECTOR/CEO

The 2019/2020 financial year was a very challenging one, more so for lack of a duly
constituted Board and the strike by the COVID-19 pandemic. The good news
nonetheless is that the process of recruitment and appointment of new Board
Members has commenced and is on-going. The Commission hopes that the process
of appointing new Commission Members will be completed soon to enable fast-
fracking of the implementation of the Privatization Programme.

It is notable that Management finalized the preparation and update of due diligence
reports for the entities approved by Cabinet for continuation in the Privatization
Programme, but which are yet to be considered by the Commission. And noting that
the delay in implementation of the approved privatization proposals is partly
attributed to stakeholder resistance issues, the Management came up with various
strategies aimed at getting buy-in of key. To this end, the Commission hosted or took
part in various stakeholder engagement activities through site visits, one-on-one
meetings and with and through the media.

In the period wunder review, Privatization Commission continued with the
implementation of the revised 2016-2021 Strategic Plan out of which the following key
activities were undertaken among others:

i. To improve on service delivery, the Commission implemented an Electronic
Document Management System which not only enhances information security
but also eases the process of information retrieval.

i. Implementation of a new ERP System which will assist the Commission to
achieve higher levels of efficiency as it provides for end-to-end paperless flow
of work.

iii.  Capacity building for Commission staff.

The execution of the above activities would not have been possible without the
support of our key stakeholders; among them, the Commission Chairman for providing
the strategic direction, the Commission's staff for their continued commitment and
dedication fo duty in spite of the uncertainties and anxieties due to the COVID-19
pandemic, and the National Treasury for its financial and administrative support.

—

A

JOSEPH KOSKEY
EXECUTIVE DIRECTOR/CEO
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REVIEW OF PRIVATIZATION COMMISSION PERFORMANCE FOR FY 2019/20

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the
accounting officer to include in the financial statement, a statement of the national
government entity's performance against predetermined objectives.

Privatization Commission has four strategic pillars and objectives within its Strategic
Plan for the FY 2016/2017 — 2020/2021. These strategic pillars are as follows:

v Effective and efficient implementation of the privatization programme
v' Strengthening Institutional Capacity

v" Enhance Corporate Governance

V' Mobilization and optimal utilization of funds

Privatization Commission develops its annual work plans based on the above four
pillars. Assessment of the Board's performance against its annual work plan is done
on a quarterly basis. However, for the FY 2019/2020 the Commission did not have a
fully Constituted Board. Consequently, there were no Board sittings. The Commission
therefore only achieved those performance targets set for the FY 2019/2020 period for
its four strategic pillars that could be achieved without the Board, as indicated in the
table below:

the reports.
-Convene Steering
Committee
meetings to
approve the reports
-Prepare and submit
Specific
privatization
proposal for 7
enfities at the

Strategic Strategic | Key Activities Achievements
Pillar Objectiv | performance

es Indictors
Effective To finalize | Undertake -Submission of due -The updated due
and impleme | preparatory diligence reports by | diligence reports for
efficient ntation of | work for 16 the the 16 entities were
implemen | the enterprises consultant/transacti | received by
tation of current on advisor Commission
the privatizati -Convening of -The Steering
privatizati | on Privatization Committee meetings
on program Implementation were not convened
programm | me by committee (PIC) for lack of a fully
e 2021 meetings to review | constituted Board
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Strategic Strategic | Key Activities Achievements
Pillar Objectiv | performance
es Indictors
preparatory stage
Implementatio | Convene the This was not achieved
n of the 9 Privatization for lack of a fully
approved Steering Committee | constituted Board
transactions by | meetings
Q4 - Conducting
Business valuation
for each of the 9
entities
- Advertise for the
Expression of Interest
in the entities
-Complete the
privatization process
by identifying the
new investor
Build and Confinuously This was achieved by
strengthen engage key engagement of the
strategic stakeholders in the management and
partnerships privatization process | other consultative
with key meetings with different
stakeholders ministries and media
for successful appearances
implementatio
n of the
Privatization
Programme
To No. of reports | Conduct areview | Technical Committee
achieve | on proposed of the legal (Kenya Law reform
a amendments | framework and Commission and
harmonio | No. of Reports | additional areas Privatization
us legal on requiring update; Commission Staff) to
framewor | Harmonization establish the scope of
k for the | of relevant amendments and
privatizati | laws guide
on development of a
program Zero Draft Bill
me
Strengthe | To Implement Carry out ICT PC carried out an ICT
ning improve Automation infrastructure Infrastructure
Institution | on plan assessment assessment
al existing The following Projects
Capacity | infrastruc Implement ICT were implemented
ture and Assessment report under the Automation
foster Plan
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Strategic | Strategic | Key Activities Achievements
Pillar Objectiv | performance
es Indictors
innovatio Adopt new e E-Board
g opportunifies to implementation
leverage on IT. Website upgrade
e Hardware upgrade
e Upgrade of the
email system
e |Implementation of
Navision Dynamics
Business Central
ERP system.
e Implementation of
Phase | of
Electronic
Document
Management
System
To -Number of -Compile and - Undertook Training
attract, | staff frained in | implement Needs Assessment
develop | the period approved annual - Implemented the
O?d_ under review ’rlrcinilng prOTQVOCTme fraining
retain -Implement an
adequat rerReniags monitor staff Progrqmme er ihe
e | P performoqce on financial year
capacity yearly basis - Undertook
annual staff . . o .
for -Review and institutional skills
efficient PEMOCHce implement HR gap analysis
and instruments
effective | Implement -Conduct survey on Spfgfrg?r’:?sgce:
impleme | €mployee the existing culture ———
ntation of | safisfaction and value in the staff
the and work Commission - Mofivated staff with
Privatizati | environment a view of improving
ol survey their work
Program | -implement performance
RS Culture - Implemented HR
change survey Policy Instruments
To -Annual Report | -Establish - Implemented
establish | on Knowledge | Knowledge Knowledge
a . Management | management Management policy
TLrjgscc;“L?rgg implementatio | systems to promote the use of
Eaite by g '—Develop and Knowledge
2021 implement the Management at the

Commission’s
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Strategic | Strategic | Key Activities Achievements
Pillar Objectiv | performance
es Indictors |
Knowledge Commission
Management Policy | -Staff trained to lead
implementation of
Knowledge
management
activities Establishment
of functional Resource
Centre not done
waiting for relocation
Enhance |To Improve Conduct a branding | Branding  assessment
Corporate | enhance | corporate assessment. was undertaken at the
Governan | public Image beginning of the
ce awarene strategic planning
ss, image period.
and Develop and The Commission
percepti implement the implemented the
on Commission’s branding strategy
branding strategy.
To Review the | No of ERMF Continuous
impleme | Commission’s Revisions implementation of
nt the risk | Enterprise  Risk | No of ERM trainings | ERM
manage | Management ERMF review was noft
ment Framework due
strategy | (ERMF) every
two years;
Train the
Commission
and staff on
ERM every two
years;
To Review the Annual report on Updated
enhance | stakeholder's stakeholder’s stakeholder’s
linkages | database; database database available
and Prepare and No of implemented | Stakeholder
maintain | implement 9 stakeholder Engagement Strategy
working | stakeholders engagements for the privatization of
relationsh | engagement the PSOCSC was
ips with Strategies. developed and
stakehold awaiting Board
ers and approval for
partners implementation.
Mobilizati | To Lobby for Percentage There was reduction in
on and effectivel | adequate increase in government funding.
optimal y lobby, | allocation of government funding
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Strategic | Strategic | Key Activities Achievements
Pillar Objectiv | performance
es Indictors
utilization | utilize funds
of funds and
account
for
financial
resources
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CORPORATE GOVERNANCE STATEMENT

Policy on Corporate Governance

The Commission’s policy on corporate Governance is enshrined in the Commission
Charter 2017. The corporate governance structure aims at ensuring that the
Commission's internal systems which include policies, procedures, processes and
people serve the interests of the stakeholders and the communities within which we
operate. The Commission Board is committed to ensuring that the organization's
operations are run in a professional, transparent, just and equitable manner for the
benefit of its stakeholders including the Kenyan public.

Commission Charter

The Commission Charter defines the governance guidelines within which the Board
exists and operates. The Charter was adopted by the Commission, acting in
accordance with Mwongozo, Code of Governance for State Corporations (‘the
Code') and is complementary to the requirements set out in applicable Kenyan laws
and regulations. In particular, the principles and policies contained in the Charter are
in addition to and are not intended to change or interpret any statute, law or
regulation. The Charter clearly stipulates the role of the Board, the Executive Director/
CEO and Management. The charter further outlines how the different arms of the
Commission shall perform their roles interdependently on the basis of consultation and
mutual respect.

Composition of the Commission Board

In compliance with regulation 1.1(5) of Mwongozo, the Commission's Board as set out
in the Privatization Act comprises of eleven (11) members including the Chairman, the
Aftorney General, Principal Secretary- National Treasury and seven (7) other members
appointed by virtue of their expertise in such matters as will ensure that the
Commission achieves its objectives. The term of the Board members expired on June
29, 2019 except for the Chairman, Hon. Dr. Paul Otuoma, EGH who was appointed in
December 2018 and Commissioner John Joseph Tito who was re-appointed in
October 2019. The Chairman has over 10 years' experience in matters relating to
public management while Commissioner Tito is a lawyer by profession.

Appointments to the Board are carried out pursuant to the Privatization Act. The
Chairperson is appointed by the President of the Republic of Kenya while the
Members of the Commission are appointed by the Cabinet Secretary, Natfional
Treasury following approval by the National Assembly. In order to ensure business
continuity and avoid operational gaps, it is recommended that the appointment of
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Board members be staggered in future appointments.

The Commission is comprised of the following Board Committees set out in the
Commission Charter with specific terms of reference and operations to guide their
operations:

I. The Finance and Strategy Committee assists the Commission Board in
discharging its oversight duties with respect to the financial matters of the
organization, overall strategic direction, operational, procurement,
performance confracting and organizational health.

II. The Audit Committee assists in enhancing internal conftrols in order to
improve efficiency, transparency and accountability.

lll. The Human Resources & Risk Management Committee (HRRMC) considers
all matters associated with the policies and practices of the Organization
in relation to its human resources and risk management.

IV.Privatization Steering Committees (PSCs) monitor transactions to ensure
their integrity. The transactions relate to Public Sector Owned/Controlled
Sugar Companies, Public Sector Owned/Controlled Hotels, Banks
(Consolidated Bank of Kenya Limited, Development Bank of Kenya Limited
and National Bank of Kenya Limited), New Kenya Cooperative Creameries
Limited, Agro Chemical & Food Company Limited, Kenya Ports Authority,
Kenya Pipeline, Kenya Meat Commission and East Africa Portland Cement
Limited.

Meetings

The meetings of the Board are held quarterly and on need basis. Commission business
is also fransacted through Steering Committee meetings as necessary. The Board from
time to time holds consultative meetings with the National Government, the Board
and Management of the entities being privatized and other stakeholders in order to
seek views on matters in relation to the various privatization transactions. The Board
work plan and calendar of meetings is prepared in advance. Adequate notice is
given for meetings and the agenda and board papers are circulated in good time.
No Commission meeting was held in FY 2019/2020 as the Commission Board was not
duly constituted hence no quorum.
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Commission Board's Responsibilities

The Board's responsibilities are set out in the Commission Charter. It incorporates
internationally accepted best practices in corporate governance, defines the
governance parameters within which the Commission exists and operates and enlists
specific responsibilities to be discharged by the Commission, its Committees and
members collectively and individually.

The Board's responsibilities include amongst others:

i) Defining the purpose of the organization, its strategic intent, objectives,
values and providing oversight of performance against set targets and
objectives;

i) Providing stewardship of the organization in the discharge of its obligations,
assuming the following responsibilities:

o Retaining full and effective control over the organization and monitoring
Management's implementation of the organization's plans and
strategies;

e Ensuring ethical behavior and compliance with relevant laws and
regulations, audit and accounting principles and corporate policies and
procedures;

e Defining levels of materiality, reserving specific powers fo the
Commission, delegating other matters through written authority and
instituting effective mechanisms that monitor the performance of the
managemeni iearr;

o Determining the provisions to be made for capital and recurrent
expenditure and reserves,

e Receiving any grants, gifts, donations or endowments and making
legitimate disbursements therefrom;

e Acting responsibly towards the organization’s stakeholders; and

e Being committed to the principles of good corporate governance.

To enable the Board discharge its obligation effectively, the Commission engages the
services of external experts to advice the Board on various issues. Through the steering
committee established under Section 27 of the Privatization Act, the Board is able to
obtain advice from experts in relation to privatization tfransactions.

Code of Ethics

The Commission takes cognizance that good corporate governance is a key
contributor to the Commission’s overall long term success. This is achieved by instilling
the culture of adhering to high standard of ethics in the organization. The Commission
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has a code of ethics that applies to the Board, Management and all other employees.
In ensuring compliance, the code is distributed to each Board member and all the

employees of the Commission.
Whistle Blowing Policy

The Commission has a whistle blowing portal that helps Management to prevent
and/or deter suspected fraudulent, immoral, unethical and malicious activities. To
guide implementation, a whistle blowing policy has been developed and is
accessible on its website and hotline number specifically for forwarding complaints
relating to unethical conduct.

Board Remuneration

Board members are entitled to a monthly retainer, sitting allowance for every meeting
attended, lunch allowance (in lieu of lunch being provided), accommodation
allowance and mileage reimbursement where applicable. This is done within the limits
set by the Government for State Corporations. In addition, the Chairman is paid a
monthly honorarium.

Board Induction

Upon appointment to the Board, new Directors embark on a detailed programme to
familiarize themselves with the Commission's mandate and operating environment.
Corporate literature and key laws and regulations are provided to the Board members
and meetings arranged with senior management team to sensitize them on the
operations of the Commission.

Board Evaluation

Board evaluation is key in assessing the performance, efficiency and effectiveness of
a Board. The Commission undertakes regular annual performance evaluation of its
Board to enable it to review ifs strategies to ensure continuous growth and
sustainability. The evaluation exercise is conducted by the State Corporations Advisory
Committee (SCAC). To enhance skills of the Board, the Commission facilitates the
Board members to attend strategic and corporate governance trainings that will
pbsi’rively contribute to their performance.

Statutory Compliance Audit
Internal Statutory Compliance is usually carried out on a quarterly basis and reported

to the Board. The approved quarterly reports is submitted to State Corporation
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Advisory Committee and National Treasury. To complement this exercise, the
Commission engages external legal compliance auditors to conduct Statutory
Compliance Audit biennially. In FY 2017 /2018 the Commission engaged the services
of Kenya School of Law to carry out statutory legal compliance audit and
implementation of the recommendations thereof carried out in FY 2019/2020.

Conflict of Interest, Disclosure and Purchase of Shares

The Board is cognizant of the prevalence of instances in which conflict of interest
could arise. Measures have been put in place to avoid such instances. These include:
() Each Commission member is expected to fully disclose to the Board any real
or potential conflict of interest, which comes to his or her attention, whether

direct or indirect;

(i) A Commission member with such a conflict shall not participate in discussion
of any such topic or vote on it unless the Board or Board Committee
otherwise directs; and

(i) With regard to a privatization of an entity through an Initial Public Offer (IPO)
and/or sale of shares, Board Members or their spouses, or children above the
age of 18 shall not participate in the said IPO. They can however, purchase
the shares, six (6) months after the shares start frading in the market. In the
case of shares held by Board Members in Companies prior to the
commencement of privatization, members shall declare an interest.

Sustainability reporting

The Commission embraces policies that meet the present needs without
compromising its ability to sustain its future development needs and objectivesin order
to ensure long term sustainability of the organization. Some of the sustainability
initiatives involving the Commission are disclosed in the Corporate Social Responsibility
Statement.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Privatization Commission’s Operational and Financial Perfformance

A. Core mandate
Inrespect to the core mandate, the Commission carried out the following activities:

Kenya Meat Commission (KMC), and Kenya Wine Agencies Limited (KWAL)

Following the signing of the contract for transactions advisory services on 14th
March 2019, the consultant submitted draft diligence reports for KWAL & KMC by
February 2020 for review. The reports now await consideration by the Commission
once fully consfituted to pave way for the next steps.

Tourism Finance Corporation (associated and controlled hotels)

The Industry Overview and Market Analysis, Financial Due Diligence, Legal Due
Diligence and Fixed Asset Valuation reports were received from the Transaction
Advisors. The reports were considered by the Privatization Steering Committees at
their meetings held on 25 June 2019. The reports now await consideration by the
Commission once fully constituted to pave way for the next steps.

Public Sector Owned/Controlled Sugar Companies and Agro-Chemical and Food
Company

The contract for Transaction advisory services for the public sector
owned/confrolled sugar companies and Agro-Chemical and Food Company was
signed on 2nd and 39 July 2019 respectively. All the due diligence reports for the
companies were prepared and delivered to the Commission. The Privatization
implementation Committee (PIC) met and considered all the reports. These now
await tabling before the Privatization Steering Committee (PSC) once the Board is
fully constituted. The Options Analysis report for the Agro-Chemical and Food
Company was submitted by the consultants on 24th March 2020. However, due to
the emergence of the global COVID-19 pandemic, the privatization
implementation committee could not convene to consider the report as guidelines
and protocols on meetings were awaited. This will be held as soon as it is viable to
do so.

Research Services
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A research titled Comparative Analysis of Privatization and Government Divestiture:
Challenges and Opportunities was conducted in the year under review and a
report with recommendations submitted in March 2020. The Commission will now
embark on implementation of the recommendations over the next few years.

Stakeholder Engagements:

The delay in implementation of the approved Privatization proposals is partly
attributed to stakeholder resistance issues. The Commission therefore has come up
with various mechanisms aimed at strengthening strategic partnerships with a view
to get their buy-in through sensitization of stakeholders associated with the entities
in the Privatization Programme. To this end, the Commission hosted or took part in
various stakeholder engagements as indicated below:

a. The Commission Chairman and officers made a site visit of KWAL and held a

consultative meeting with the Management, including their CEO, on 10
September 2019;

b. The Chairman of the Commission held a consultative meeting in Migori on

the privatization of SONY Sugar Company with the MP for Awendo and the
leadership from that region on 30" September 2019;

c. The CEO appeared on the Sunday Nation of éth October 2019 on page 30,

answering the question; "How do you Ensure Strategic Assets are Protected
During Privatization2”; and

. The Commission convened and held Privatization Implementation

Committee (Technical) meetings with the CEOs/MDs/Receiver Managers (as
the case may be) of the following entifies present:
a. Nzoia Sugar Company -10th July 2019, 9th August 2019 5th November
2019, 30th January and 14th February 2020;
b. SONY Sugar Company - 10t July 2019, 9th August 2019, 121h November
2019, 30t January and 14t February 2020;
c. Muhoroni Sugar Company (IR) - 10th July 2019, 9th August 2019, 12t
November 2019, 30t January and 14th February 2020;

. Miwani Sugar Company (IR) - 10t July 2019, 9th August 2019, 12h November

2019, 30th January and 14th February 2020;
a. Chemelil Sugar Company - 10th July 2019, 9th August 2019, 12t
November 2019, 30t January and 14th February 2020;
KIDC (KWAL) — 9th September 2019, 6™ February 2020;
KMC = 19th July 2019 and 21st January 2020;
TFC (Hotels) - 6" September 2019; and
ACFC - 22nd August 2019 and 4th December 2019.

© 000
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B. Human Resource Management

Talent Management

The Human Resource and Administration function supports the achievement of the
Commission’s mandate by attracting, training, capacity building and retaining
highly qualified, skilled and motivated staff.

In the effort to fransform its talent management, the Commission reviewed its HR
insfruments and the same were approved by the SCAC and now under
implementation. The review among others included an expansion of the functional
areas that did not have a clear provision for upward mobility. Based on the
foregoing, the optimal staff establishment has been revised to sixty-three (63) up
from forty-two (42). Additionally, during the year, human resource interventions
geared towards managing existing talent and recruiting new talent were
deployed and this has resulted in improved work morale for staff.

The Commission actualized the Presidential directive for internship and attachment
programmes with the aim of building capacity of youth in the labour market.
Towards this, the Commission recruited six (6) young graduates below the age of
twenty-five (25) years info the programme. In its effort to enhance employees'
welfare, the Commission promotes employee well-being at the workplace by
providing services and benefits that not only motivate them but also enhance their
productivity. These include the provision of a staff medical scheme, Group Personal
Accident cover (24 hours), Group Life, an annual employee wellness program, and
a Mortgage and Car loan scheme. Additionally, it operates a gratuity scheme for
its employees on contract terms of employment.

In compliance with statutory requirements, the Commission formulated specific
policies and maintained operations of the various statutory committees including
Occupational, Health and Safety, Alcohol and Drug abuse, HIV and Aids, Disability
Mainstreaming, Gender Mainstreaming and Environmental Sustainability. And to
ensure a proper recruiting process the Commission has a clear policy that ensures
that gender ratio is within the recommended government thresholds, this has
ensured almost 1:1 ratio, which is the desired ratio. The Commission conducts a skills
audit every two years and implements the findings the subsequent year in a bid to
ensure that employee welfare and competencies are addressed.

To Build Adequate Capacity for an Efficient and Effective Privatization Process.

The Commission has taken several steps towards capacity enhancement. Annual
Capacity Building/Training programme is developed at the beginning of the year and
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implementation undertaken for the rest E)f the year. Most of the staff have beer‘{
trained on various skills as per the fraining need assessments which is completed by
members of staff at the beginning of the year to express on the skills gaps and inform
on the trainings required.
The Policy instruments were disseminated to staff and implementation is ongoing.
The policy instruments are as follows:

a) Grading and Organization Structure;

b) Staff Establishment;

c) Career Guidelines; and

d) Human Resource Policy and Procedures Manual.

Other various policies are in place and implementation is ongoing while the
Performance Management System for the strategy period is in place.

The Commission has also attracted, recruited and retained competent staff in the
period under review. A survey on employee satisfaction and work environment were
conducted and the implementation of the recommendations from the surveys is on-
going. A further survey on the existing culture and values in the Commission was
conducted and the recommendations from the survey are also under
implementation.

iii. To Establish a Functional Resource Centre by 2021

The Commission established Knowledge management systems by benchmarking
documents and implementing best practices in all functional areas. We are also
implementing the Commission’s Knowledge Management Policy in place.
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY REPORTING

a. Sustainability Strategy and profile

We are committed fo providing a quality service in a manner that ensures a safe and
healthy workplace for our employees and minimizes our potential impact on the
environment. We operate in compliance with all relevant environmental legislations
and strive to use environmental best practices in all that we do. To realize this, the
Commission has integrated environmental concerns and impacts into all of its
decisions and activities.

b. Environmental Performance

The Commission remains committed to environmental protection and sustainability. In
this regard, we always participate in activities that contfribute towards the
conservation of our ecosystem as guided by the Commission's Environmental Policy.

Some of the activities include tree planting initiatives; donation of tree seedlings and
environmental clean-ups, reduction of printing where necessary, use of segregates
waste bins and energy saving bulbs.

10% of PC's CSR budget is allocated for free seedlings. The Commission therefore set
aside Ksh.100,100 which was used to purchase 1,430 tree seedlings which the
Commission staff planted at Wanjerere Forest on 14 November 2019.

c. Employee Welfare

The Commission recognizes that in addition to offering pay benefits and a healthy
working environment for employees, their emotional and social needs should also be
catered for as they discharge their duties. Consequently, the Commission will pursue
a policy that addresses the various social and health challenges confronting
employees in the work place among them; HIV/AIDS policy, ensuring a clean, smoke-
free, safe and healthy work environment as well as providing a comprehensive
medical cover including last expense for the staff and their families.

d. Market Place practices

i) Responsible competition practice

The commission ensures there is responsible competition practice through use of
open tender, use of procurement and tendering committees and total
compliance with PPADA Act and PFM Act 2012.
i) Responsible supply chain and supplier relations

Payment to suppliers for acceptable goods and services is done within the
contract period and where it may not be practical to do so, the suppliers are
notified in advance.
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e. Community Engagements

i. Donation of Special Seats to Children with Cerebral Palsy: the Commission
purchased special seats for children with cerebral palsy. The beneficiaries
were identified in conjunction with the National Council for Persons with
Disability (NCPWD).

ii. Donation to Kenya COVID-19 Emergency Response Fund: under the
Humanitarian Intervention (Disaster Preparedness) focal area in the CSR Work
Plan, the Commission set aside Kshs.579,810 that was donated to the Kenya
COVID-19 Emergency Response Fund. Additionally, the Commission staff
donated Kshs.29,000 towards the same fund bringing the total amount donated
to Kshs.608,810.
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REPORT OF THE DIRECTORS

The Commission submits the report together with the audited financial statements for
the year ended June 30, 2020 which show the state of the Privatization Commission’s
affairs.

Principal Activities

The principal activities of the Commission are to formulate, manage and
implement the Government's Privatization Programme.

Results
The results of the entity for the year ended June 30, 2020 are set out on page 1
Directors

The members of the Board of Directors who served during the year are shown on page
vii fo ix.

Dividends/Surplus Remission

The entity did not make any surplus during the year 2019-20 and hence no
remittance to the Consolidated Fund.

Auditors
The Auditor General is responsible for the statutory audit of the Privatization

Commission in accordance with Artficle 229 of the Constitution of Kenya and the
Public Audit Act 2015.

By Order of the Board
e
Vi
Joseph Koskey
EXECUTIVE DIRECTOR/CEO
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STATEMENT OF DIRECTORS’ RESPONSIBILITY

Section 81 of the Public Finance Management Act, 2012, Section 14 of the State
Corporations Act, and Section 16 of the Privatization Commission Act 2015
require the Directors to prepare financial statements in respect of that entity, which
give a true and fair view of the state of affairs of the Privatization Commission at the
end of the financial year/period and the operating results of the Privatization
Commission for that year/period. The Directors are also required to ensure that the
Privatization Commission keeps proper accounting records which disclose with
reasonable accuracy the financial position of the Privatization Commission. The
Directors are also responsible for safeguarding the assets of the Privatization
Commission.

The Directors are responsible for the preparation and presentation of the Privatization
Commission’s financial statements, which give a true and fair view of the state of
affairs of the Privatization Commission for and as at the end of the financial year
(period) ended on June 30, 2020.

This responsibility includes:

Maintaining adequate financial management arrangements and
ensuring that these continue to be effective throughout the reporting
period;

i Maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity;

ii. Designing, implementing and maintaining internal conftrols relevant to
the preparation and fair presentation of the financial statements, and
ensuring that they are free from material misstatements, whether due to
error or fraud;

iv. Safeguarding the assets of the Privatization Commission;
2 Selecting and applying appropriate accounting policies; and
Vi. Making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Privatization Commission’s financial
statements, which have been prepared using appropriate accounting policies
supported by reasonable and prudent judgements and estimates, in conformity
with International Public Sector Accounting Standards (IPSAS), and in the manner
required by the PFM Act, 2012 and the State Corporations Act.

The Directors are of the opinion that the Privatization Commission’s financial
statements give a frue and fair view of the state of Privatization Commission’s

transactions during the financial year ended June 30, 2020, and of the Privatization
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Commission’s financial position as at that date.

The Directors further confirm the completeness of the accounting records
maintained for the Privatization Commission, which have been relied upon in the
preparation of the

Privatization Commission’s financial statements as well as the adequacy of the
systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Privatization
Commission will not remain a going concern for at least the next twelve months
from the date of this statement.

Approval of the financial statements

The Board's term expired on 28 June, 2019 hence the financial statements have
not been approved. by the Board

=~

i
Hon. (Dr.) Paul Otuoma EGH Mr. Joseph Koskey
Chairman, Privatization Commission Executive Director /CEO
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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON PRIVATIZATION COMMISSION FOR
THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Privatization Commission set
out on pages 1 to 42, which comprise the statement of financial position as at
30 June, 2020, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects the financial
position of Privatization Commission as at 30 June, 2020, and of its financial performance
and its cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
Act, 2012 and the Privatization Act, 2005 of the Laws of Kenya.

Basis for Opinion

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

Key Audit Matters
Key audit matters are those matters that, in my professional judgement are of most

significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Report of the Auditor-General on Privatization Commission for the year ended 30 June, 2020



Other Matter
Budgetary Control and Performance

As reflected in the statement of comparison of budget and actual amounts, the
Commission spent a total of Kshs.294,973,548 against an approved budget of
Kshs.896,015,000 resulting to an under-expenditure of Kshs.594,374,452 or 66% of the
budget. The under-expenditure affected the planned activities and may have impacted
negatively on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Transaction Advisory Services

The statement of financial performances reflects an expenditure of Kshs.163,244,085
under operational costs which includes an amount of Kshs.148,649,482 in respect of
transaction advisory services on the privatization of Kenya Meat Commission, Kenya
Wine Agencies, Tourism Finance Corporation; Public Sector-Controlled Sugar
Companies, and Agro-Chemical and Food Company. However, the privatization
programme for some of the above entities has been underway for over seven (7) years
casting doubt on the likelihood of realizing value for money from the expenditure of
Kshs.148,649,482 incurred on the privatization programme.

2. E-Procurement

Executive Order No. 6 of 2016 requires all public entities to migrate to an e-procurement
platform as prescribed by The National Treasury. However, the Commission has not
complied with the order.

The Commission is in breach of the Law to this extent.

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

Report of the Auditor-General on Privatization Commission for the year ended 30 June, 2020
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Board of Directors

During the year under review, the Commission operated without a fully constituted Board.
Only one member of the requisite eight (8) members Board had been duly appointed
following the expiry of the previous Board tenure in June, 2019. Further, the appointment
letter of acceptance for the sole Board member was not availed for audit review.

The Commission is therefore, in breach of the Law to this extent.

Basis for Conclusion

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

Responsibilities of Management and The Board of Directors

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

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

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015. In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Report of the Auditor-General on Privatization Commission for the year ended 30 June, 2020
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The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Commission monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISSAls
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

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

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

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

Report of the Auditor-General on Privatization Commission for the year ended 30 June, 2020
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Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the Management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Commission’s ability to continue to sustain its services. If | conclude that a
material uncertainty exists, | am required to draw attention in the auditor’s report to
the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions may
cause the Commission to cease to continue to sustain its services.

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

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

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

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

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

Nan
AUDITOR-GENERAL

Nairobi

22 June, 2021
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Privatization Commission Annual Report and Financial Statements For the year ended June 30
2020

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2020

Notes 2019-2020 2018-2019,
KShs. KShs.

Revenue from non-exchange transactions
Transfer from Ministries, Departments and | 6 197,000,000 201,880,000
Agencies
Revenue from exchange transactions
Finance Income — external investments 7 39,029,092 67,369,932
Other Income 8 224,282
Total Revenue 236,029,092 269,474,214
Expenses
Employee costs 9 103,277,912 106,186,609
Remuneration of directors 10 3,388,145 28,064,684
Qutsourced services 11 7,666,497 6,104,234
Operational cost relating to core mandate| 12 163,244,085 35,667,975
Depreciation & Amortization expenses 13 4,138,753 503,330
Repairs and maintenance 14 3,082,320 2,487,215
Use of goods and services 15 63,836,249 51,308,423
Total Expenses 348,633,961 230,322,470
Surplus for the year (112,604,869) 39,151,744
Other comprehensive income
Revaluation reserve (12,112,088) (6,557.746)
Total Comprehensive Income (124,716,957) 32,593,998

The notes set out on pages 1 to 40 form an integral part of these Financial Statements.



Privatization Commission Annual Report and Financial Statements For the year ended June 30
2020 -
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

Note 2019-2020 2018-2019

KShs. KShs.
ASSETS
Current Assets
Cash and Cash Equivalents 16 812,021,693 205,938,677
Receivables from Non exchange 17 24,328,900 2,149,378
Transactions
Inventories 18 b18.557 633,961
Investments 19 0) 700,000,000
Total Current Assets 836,874,150 908,722,016
Non- Current assets
Property, Plant and Equipment 20 30,562,114 18,607,942
Intangible Assets 21 7,774,175 1,006,660
Total Non- current Assets 38,336,289 19,614,602
Total Assets 875,210,439 928,336,618
LIABILITIES
Current Liabilities
Trade and other payables from 22 8,113,624 16,955,920
exchange transactions
Current Provisions 23 146,980,166 66,547,092
Total Current Liabilities 155,093,790 83,503,012
Net Assets/Equity
Revenue reserve 25 703,830,740 816,435,609
Revaluation Reserve 16,285,909 28,397,997
Total Net assets/Equity 720,116,649 844,833,606
Total net assets and liabilities 875,210,439 928,336,618

The Financial Statements set out on pages 1 to 40 were signed by:

» ~ \
\\\M i xwﬁ

Hon. (Dr.) Paul Otuoma EGH
Chairman of the Board

Virginiah Kariuki
Head of Finance
ICPAK Member No. 3706

Joseph Koskey
Executive Director/CEO

n"/ 8/ Yl —_— 2\\ Q¥ kQCQ:b

Date 2\ )Q/ lfLO a2V

Date



Privatization Commission Annual Report and Financial Statements For the year ended June 30

2020 ~
STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2020
Revenue Reserve | Revaluation Reserve Total
Kshs Kshs Kshs
Reserves as at 1% July 777,283,865 34,955,743 812,239,608
Surplus for the year 39,151,744 0 39,151,744
Revaluation 0 (6,557,746) (6,557,746)
30" June 2019 816,435,609 28,397,997 844,833,606
Reserves as at 1st July 816,435,609 28,397,997 844,833,606
Deficit for the year (112,604,869) 0 (112,604,869)
Revaluation 0 (12,112,088) (12,112,088)
30™ June 2020 703,830,740 16,285,909 720,116,649,
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2020

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30™ JUNE 2020

2019-2020 2018-201"
Kshs Kshs

Cash flows from operating activities
Receipts
Government Grants 197,000,000 201,880,000
Other revenue 39,029,092 67,594,214
Total Receipts 236,029,092 269,474,214
Payments
Compensation of Employees 117,883,708 106,186,609
Goods and services 66,724,235 61,160,958
Other payments 110,365,605 63,732,659
Total Payments 294,973,548 231,080,226
Net cash flows from operating activities 23 (58,944,456) 38,393,988
Cash flows from investing activities
Purchase of property, plant, equipment and (34,972,528) (6,539,728)
intangible assets
Increase in investments 700,000,000 (200,000,000)
Net cash flows used in investing activities 665,027,472 (206,539,728)
Net increase/(decrease) in cash and cash equivalents 606,083,016 168,145,740
Cash and cash equivalents af 1st July 2019 205,938,677 374,084,417
Cash and cash equivalents at 30t June 2020 812,021,693 205,938,677
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