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Foreword by the Auditor-General 1\tEB
2s\$

ln my caPacitY as the Auditor-General of Kenya, I am pleased to submit to you a perforrn

management of the Older Persons Cash Transfer programme by the Department of Sociai Development under the

Ministry of East African Community, Labour and Social Protect ion. My Office carried out the audit in line with the

Public Audit Act, zot5. Section 36 of the Act mandates me to assess the economy , efficiency and effectiveness with

which public money has been expended, pursuant to Article zz9 of the Constitution'

per{ormance Audits together with Financial and continuous Audits form the three-pillar audit assurance framework

that I have established"to gir" focus to the varied and wide scope of audit work done by my ofFce' The framework

is intended to give urrrrJn." to stakeholders that public resources are not only correctly disbursed, recorded

and accounted for but that they also have a positive impact on the lives of all Kenyans. The overriding goal of our

performance audits is to promote delivery of public services of outstanding quality to Kenyans

The report is tabled in parliament in accordance with Article z2g (D of the constitution' I have remitted copies

of the report to the Ministry of East African community, Labour and social Protection' I wish to express my

appreciation for the cooperation and assistance accorded to the audit team by the stafi of the Department of

Social DeveloPment.

f
FCPA Edward R.O Ouko, CBS

AUDITOR.GENERAL

ro January zotS
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Payments to OPCT beneficiaries

8. The payment amount for each OPCT beneficiary
had been set at Kshs z,ooo.oo per month.
Payments were made after every two months
through a payment service provider. The audit
noted the following:

a) lncreasing uncollected amounts by the
beneficiaries: Analysis of the OPCT nationwide
payments reports, revealed that the rate
of unpaid beneficiaries/amounts had been

relatively increasing as more beneficiaries are

enrolled to the program. This was due to failure
to detect beneficiaries' finger prints, mis-

routed cards, having deceased beneficiaries in
the payroll and long distance to the pay point
among other causes. Within r4 days of the
close of the pay period the payment service
provider is expected to submit a reconciliation
report and refunds for unpaid funds to the
Ministry's designated account. An amount of
Kshs t,t79,382 for the months of January to
August 2o15 was put in a designated account
held by the payment service provider

b) Commission on unpaid beneficiaries: The

commission per transaction disbursement
to the Payment Service Provider (PSP) is

z%. Between January and August 2o15 the
Ministry paid a total of Kshs 23,587,64o.oo for
transactions on unpaid amounts for a total of
'to1,3)5 OPCT beneficiaries. When a beneficiary
misses payment and the funds are rolled over
to the next payment cycle, the PSP gets double
commission when the arrears are paid. This

means that the lVlinistry's transaction cost
increases thus increasing the cost of the cash

transf er service del iverY.

c) Overpaid bank commissions: Analysis of the z%

commission paid to the PSP showed at times
the PSP is overpaid. For instance in the January
to April 2o15 payment cycle, the PSP received

Kshs.3t,tt7,29o as commission instead of Kshs.

25,685,28o representing an overpayment of
commission by Kshs. 5,432,o1o.

d) Delays in payments to beneficiaries: OPCT

payments are made to beneficiaries on a

bimonthly basis beginning the first week in the
months of September, November, January,
/Vlarch, May and the last week of June in each

financial year. The audit analysecl zt OPCT

payment cycles between Septenrber zotu and

Jarruary zot6 and found that cash transfers
were made after the expected tin-relines

and had delays of between t5 and z7o days.

Delays in payrrler.rts to tlre OPCT beireirciaries
were occasionecl by tlrree l<ey factors, Iate

requisttion of ittircls b), the,\linisr-r)', iair:

ilisl;iti-setl t,,:r I i il i ir.tlrci; by rile,.'l:{ci l',1i]ii:i' -rI

the National Treasury and delay in transfer of
payments to the beneficiaries by the payment
service provider as indicated in the following
paragraphs;

i) t-ate requisition of funds by the Ministry
of Labour Social Security and Services.
During the audit, OPCT disbursement data

for only one financial year 2014/15 was
analysed. lt was noted that 50% of the
disbursement requests by the Ministry
were done long after the planned payment
dates had elapsed with delays of between
z7 and 9o days. This ultimately resulted
to overall delays in the cash transfers to
beneficiaries.

ii) Late disbursement of funds by the
exchequer at the National Treasury to
the Social Protection Headquarters.
The Programme's Operational Manual
provides an approximate period of ten
days for the transfer of funds from the
National Treasury to the Social Protection
unit at the MOLSSS after requisition of
cash transf er f unds. Out of the six payment
cycles analysed for the 2014115 financial
year, requisitions for 83% were processed

and disbursed by National Treasury days

after the designated time period. The

delay periods were found to be between
two and thirty days and were attributed
to delays in processing and disbursement
of the OPCT funds at the National Treasury

due to inadequate financial resources at
the exchequer as and when requested.

iii) Delay in processing of disbursements
to the payment service provider by the
Ministry. As stated in the PSP agency
agreement, the Ministry should remit the
OPCT funds and payrolls to the payment
service Provider (PSP) at least seven days

bef ore the commencement of the payment
period. Examination of payment vouchers
and funds transfer records maintained
by the Department Social Development
for the year zot4lt5 revealed a delay of
between one and twenty six days in the
processing of disbursements to the PSP.

It took a period of between five and thirty
days after receipt of funds from National
Treasury to make the transfers of funds to
the PSP accounts yet it should only take 4

clays according to the programme manr-tal.

Existence of dead beneficiaries in the payroll

9. lt should tal<e thirteen days to upclate deacl

beneficiarics in the rnclnagernerrt ir-rforiration
5-\,sieti'r (ri.,l lS) fr-ol-lr the tirne ilre cllttt.tlil,'stiil

ar.)!ii-r-,/ !-1-r1.)i rliilJlor jLli)rFii5 iilc i,- - . .i;-l i.r '



the replacement of a new beneficiary. Analysis
of records for seven sub counties reflected
that it took over two years to remove dead
beneficiaries from the Ministry,s MlS. OpCT
beneficiaries who died between 2012 and zot4
still appeared in the payroll three years later
as at July/August 2o15. Delay in the update of
the MIS led to the beneficiaries who are in the
waiting list not being enrolled into the payroll.
Reasons for the delay in the updating details of
dead beneficiaries in the OpCT,s MIS were as
follows:

a) Lack of monitoring by the county/sub-county
coordinators - Monitoring of the programme
is done to identify the gaps that are in the
program and ensures that the deaths of the
beneficiaries are captured and that they are
exited from the program in time. Due to lack of
monitoring, zo8 beneficiaries who had already
died and the caregiver did not report continued
to pick payments.

b) Late submissions of the payroll by the
headquarters to County/Sub-county
coordinators f or verification left no room
for counterchecking or updating, hence a
beneficiary who died was still in the payroll
and the caregiver still collecting the payments.
Payrolls cannot be generated until the post-
payment checks and reconciliations from the
previous cycle have been completed, and the
pre-payroll checks for the current cycle have
been completed.

c) Errors in the MIS update- Once the lists of dead
beneficiaries in the program have been updated
in the MlS, their names should not appear again
in the payroll. ln some counties there were
issues in the payroll where beneficiaries who
had been earlier exited in the payroll due to
death had reappeared in the payroll

d) Non-timely action bythe department. When the
County/Sub-county coordinator submits their
lists to the headquarters on those who should
be exited from the program as a result of death,
non-timely action is taken by the department
in that people who died in zotz - 2014 were
appearing in the payroll of July/August 2oj5.

Roll over of OPCT beneficiaries arrears

The IVlinistry's cash transfer manual states
that OPCT payments that were not collected
during a payment transfer winclow will roll
over to the next p.ryment c)rcle, enablirre the
pa)/ment beneficiary to collect a cumulative
anrount. Thc lVlinistry r-rsecl thc nranr-r.rl systern
of the Postal Corpor.rtioir of Kenva (pCK) as the
O ir { f ;;,-.',, p1 q n i s 3 r 

.,., i,- :t O i-l> r., i Cl e :- ii r- i i l D,t,_ : -n il e i.

zot4. ln January 2o15 the Ministry sought the
electronic services of KCB as a pSp. Analysis of
sampled PSP payrolls revealed that for every
r million disbursed almost Kshs 3o,ooo.oo
incurred as beneficiaries, arrears was not rolled
over to the next cycle or paid to beneficiaries
when PCK was the payment service provider.
Hence the program might have lost money
in terms of unpaid arrears. KCB as pSp had a
timelier and accurate roll over of arrears of
95% i.e. out of Kshs.z3.7 million of uncollected
payments Kshs.zz.6 million was rolled over to
the next cycle.

Ministry did not notify the pSp on minimum
service levelagreement not adhered to
11. Data generated from different KCB branches,

sub - county ofFces and interviews conducted
with sampled beneficiaries revealed that at
times the beneficiaries experienced various
challenges before and during the payment
service delivery which breached the minimum
service level agreement. The challenges
ranged from travelling of long distances to
various pay points, faulty payment cards, and
unloaded payment cards during payments and
misrouting of beneficiaries, cards to wrong pay
points. The audit found that the Ministry was
not effectively following up on breaches on the
minimum service level. There was also nothing
to indicate that the Ministry had notified the pSp
on the breaches to enable them respond and
compensate the beneficiaries on the following
issues:

a) Beneficiaries travel inordinate long distances
to PSP pay points: The service level agreement
imposed a penalty of Kshs. 5oo per cycle
for each beneficiary who travels beyond the
designated 6 Km distance. The audit noted that
86% of the beneficiaries sampled were travelling
more than the stipulated 6 Km yet had never
been compensated.

b) Pay point cash non availability: The audit
found that, at times the payment agents
arrangements were unreliable in making the
cash transfer payments since they did not have
adequate cash.

c) Delay in replacement of biometric cards: The
Service Level Agreement between the /Vlinistry
and KCB limited (it's pSp) states the duration of
card replacernent from the date of notification
to the bank of lost or faulty cards to the tirne the
carcl is replaced and deliverecl to tl-re beneficiary
shor-rlcl be 3o days othervr.rise a penaltyl of Kslrs
5o is imposed to the pSp for eacl.r card clelayecl.
The .ruciil iounci ilr.:t St " cf the biorne:ric i:rcls
) i r !, 1 : 5.1 r't 

1-r 
i,1,--j C O r-l n i i.. S' tt,.-t i( .1 ; l : _t ; i i -. ;-t ), -l.f ),S

!'i
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to be delivered. The audit found that 12,560

biometric cards were reprinted countrywide
since the first payment by KCB in i\4ay zot5. A

further 4,o46 cards were printed and delivered

to the beneficiaries within 3o days by February 4
2o16. Of these cards 5,727 look at least 4o days

to be printed and delivered to the beneficiaries.

d) Enrolted beneficiaries were not issued with
biometric payment cards: The audit found
that as at December 2015, a total of z6,5tt
beneficiaries had not been issued with the
biometric cards though they were enrolled
in April 2o15. Analysis of OPCT payrolls in the
eleven sampled PSP branches established that
a total of 2,444 beneficiaries did not possess

cards and therefore could not access their cash

t ra n sfe rs.

e) Faulty Payment Cards due to finger prints:
The audit found that some beneficiaries were
issued with faulty cards at the registration stage

resulting to them not being able to access their
cash transfers.

f) Uncarded beneficiaries: By December zot5, the
PSP had not yet issued biometric cards to z6,5tt
beneficiaries. By then the PSP had paid a total of
three cycles amounting to KShs 16,000'00 per

beneficiary and these unpaid amounts had not
been returned back to the exchequer even after
their reconciliation. Therefore, an approximate
amount of Kshs 424,176,ooo.oo had not been

collected by these beneficiaries. This posed

the risk of loss of the program funds in event
that the uncollected cards are used to enroll
underserving beneficiaries into the program.

Ministry's operational manual did not include
provisions legislated by Parliament

12. ln z5 January 2o1) Parliament enacted the
Social Assistance Act 2o13 that established an

Authority to be known as the National Social

Assistance Authority. The functions of the
Authority as stated in the January 2013 Act

included to identify and provide social assistance

to persons in need of social assistance; advise

the Minister responsible for matters relating to
social development on the national policy to
be adopted with regard to provision of social

assistance ;formulate and enforce standards for
the conduct of social assistance programmes

,develop, maintain and operate a national social

assistance inf ormation management system

and develcp guidelirres for implementation and

monitoring and evalr-ration <lf social assistance

pro3rarrmes among others.

11. ln tVlay 2o1J the lVlinistrlr of Labor-rr,5ociai
Securrtv atrcl Serv'ices \\,'as qi\/err the trarrclate

cf ;r;iilI asr;ist;tilc,.: D1-()qr-lr-rls viclc Pr:;irl':rrl-iaI

Circular No. z of zot3. ln June 2o13, the Ministry
developed a cash transfer operations manual

designed to help manage the cash transfer
programs on older persons, persons with severe

disability and urban food subsidy effectively. The

Ministry's cash transfer manual did not include

the functions of the Authority in the OPCT's

operational activities. The National Social

Assistance Authority has not been established.

Conclusions

14. The programme has indeed made some

remarkable achievements such as improved
household food security, access to basic health
care, increased self-esteem and dignityfor the
beneficiaries and stimulation to establishment
of small scale income generating initiatives. The

Ministry can manage the OPCT programme in
a more effective way to ensure that it meets

its intended obiective of providing regular and

predictable cash transfers that contribute to
poverty reduction in households containing
older people

15. As at 2o16, the OPCT programme was operating
in all constituencies; however, due to funding
constraints coverage was not universal hence

not all deserving people are enrolled in the
program. Unpaid funds of almost Kshs o.3 billion
every two months were kept at a designated

account by the PSP which is an opportunity loss

of cash transfer benefits to almost 6o,ooo extra
older persons.

t6. The OPCT beneficiary households face a

number service delivery challenges. These

challenges have a negative effect on the quality

and effectiveness of the OPCT Program. The

program elements are not being implemented
in a timely manner and service delivery to the
OPCT beneficiaries was not adequate. The

irregular and unpredictable payments is a

major problem that a'ffected performance of
the OPCT program. Delayed payments have a

negative impact on the wellbeing and livelihood
strategies of beneficiaries, threatening their
achievements, undermining social safety

net functions and, in some cases, worsening
the economic security of these households.

Breaches to the beneficiaries by the payment
service provider were never compensated and

beneficiaries continued to travel inordinately
long distances to pay points, had faulty
biometric payment carcls experienced delays in

replacement of cards. These challer-rges could

easily have been resolved by having a mobile
bank paying services to the beneficiaries.

,/ it



Recommendations

17. ln view of the findings and conclusions of
the audit, the Auditor-Ceneral, proposes the 2t

following recommendations for implementation
by the Ministry of East African Community,
Labour, and Social protection:

t8. To ensure that targeting and enrolment is
conducted in a more effective manner:
i) Ensure that stipulated targeting period is

adhered to and vast counties and counties
targeting a large number of beneficiaries
are allocated sufficient resources

ii) Ensure that replacement of beneficiaries is
done as per laid down procedures

iii) eut in place additional controls aimed at
avoiding enrollment of persons outside
the target group

19. To improve payments service delivery to OpCT
beneficiaries:

i) Carry out a review of the payment process
to identify major bottlenecks in releasing
payments on time

ii) lmprove the process f or notifying
beneficiaries on payment dates or of
delays in order to enable them plan and
minimize potential negative effects and to
minimize the costs associated with unpaid
beneficiaries

iii) fnforce the stringent timelines that are
given in the operational manual and make
the requisition of funds from National
Treasury earlier before months of payment 22'

iv) Ensure that there is an adequate system to
ensure that unpaid funds are all accounted
for

V) Put in place controls to ensure funds are
requested on time to allow for timely
payments to benefi ciaries

vi) Have regular reconciliations to avoid
overpayment of commissions

20. To improve timeliness and accuracy of MIS
update:

i) Carry out adequate and regular follow up
on beneficiaries, eligibility status to the
program, reasons for non_collection of
payments etc.

ii) Have a more effective way of getting
information and updates of beneficiaries,
status/issues that will inform the /VllS and
other key program decision making.

iii) fhc. Cor-rnty/Sub-county coordinators
shoulci liaise rvith ex- offici.rls cluarterll,to
rzisit householcls f or inforr-rr.:tion pLlrposes
lo upcl.rte the oa,lroli r:o LaptLtr,c bcnclici.ri.r,,

deaths in their location in order to minimize
delay in update of dead beneficiaries.

To improve efficiencies in service delivery by
the Payment Service Provider:
i) Develop special service delivery charter

for the payment service provider detailing
standards and timelines for delivery of
cash transfer activities and processes

ii) Establish mechanisms for monitoring,
evaluating and reporting on performance
of the PSP against the standards on a
regular basis.

iii) Monitor and enforce breaches on minimum
service delivery agency agreement with
KCB for all the already paid cycles

iv) Rddress delays in provision of services by
the PSP,

V) lmplement an integrated management
information system that collects, records,
stores, processes and shares information
in support of all operational functions/
processes and complaints mechanism
between the program headquarters, KCB
and field officers at the county and sub _
county levels.

vi) Ensure that the pSp at the County level
liaises closely with the OpCT County
coordinator to help in mobilizing the
beneficiaries when the cards are ready for
collection at the pay point and reduce the
unnecessary delays.

To have a more effective implementation of
the OPCT programme:

i) Emphasize on a continuous engagement
between County/Sub-County levels and
locational levels to identify changes
req uired

ii) Conduct in-depth investigations on unpaid
arrears due to insufficient update of
payrolls to ascertain amounts involved
and its whereabouts

iii) Compensate beneficiaries as required
based on breaches of payments and
unpaid arrears

vlll



CHAPTER T

1.0 BACKGROUND TO THE AUDIT

lntroduction

t.t This report contains findings and other relevant

details of a performance audit conducted by the

Office of the Auditor- Ceneral on the Management

of Older Persons Cash Transfer (OeCr) program in

Kenya. The audit was carried out as provided for
under Section 36 of the Public Audit Act zot5 and

Article zz9 of the Constitution. The OPCT program

is implemented by the Department of Social

Development under the Ministry of East African

Community, Labour, and Social Protection.

t.z As stated in the national policy for older and aging

person's maiority of older people in Kenya have not
worked in the formal sector and therefore have no

access to contributory pension schemes. The OPCT

program was launche din zooTlzoo8 on a pilot basis

in three districts of Thika, Nyando and Busia with
an allocation of Kshs 2.4 Million and targeted 3oo
beneficiaries. The OPCT was launched with the aim

of contributing to poverty reduction in households

containing older people through provision of regular

and predictable cash transfers. By zor5/zot6 OPCT

program was covering all the 47 counties and had

jlo,ooo beneficiaries and an allocation of Kshs' 7'3

billion. The OPCT program targets persons of age

65 years or more who are poor, vulnerable and not
beneficiaries of any other cash transfer program'

Motivation

r.3 The Auditor-Ceneral authorized the audit after
having considered the following factors:

a) Parlia m enta ry discussions as ra ised in

the Hansard reports indicated numerous

concerns on the status of implementation of
the OPCT program. The concerns included

lack of adequate information to interested
stakeholders on budgetary allocations per

county, mode and verification mechanism

for disbursements, accessibility of funds
and beneficiaries disbursement data

b) There were public concerns in the media

that not all deserving citizens knew about
the program, people outside the target
group were benefiting from the program

and money was being paid to the wrong
persons. ln addition, the cash tratrsfers
to the beneficiaries were irregr-rlar,

urrpredictable and urrcoordinated with
other cash transfer programs r'r'hich

resurlieci to qr-resi-i';iraille i)a\/ill''lrlt

arrangements and inefFciencies

c) The Covernment has progressively
increased financial resources for the

expansion of the program from Kshs.t.5

billion in zotzlzot3, Kshs. 2.5 billion in

zot3lzot4, Kshs. 5 billion in zot4lzot5
and Kshs. 7.1 billion in zot5/zot6. lt was

therefore prudent that a performance audit
be carried out to obtain recommendations
that will strengthen operational systems

while expanding the coverage of the OPCT

program in the countrY.



Chapter 2

2.0 Design of the Audit

Objective of the audit
z.r The audit aimed to determine whether the Ministry

of Labour, Social Services and Security lnf Of_SSS)
has managed the older persons cash transfer
programme (OpCT) efFciently. Specifically the
audit assessed whether the program elements are
implemented in a timely ,"nnei and how services
are delivered to the OpCT beneficiaries.

Scope of the Audit
z.z The OPCT key activities include start up and

mobilization, targeting and enrolment, payments
and change management. The audit did not look at
start-up and mobilization because at the time of the
audit there were no new areas being targeted. The
audit focused on examining the rJmaining OpCT
program activities within the Department of Social
Development in the Ministry from zorz to 2016
in seven counties. Non - probalistic sampling was
adopted; first all the 47 counties were categorized
into low, medium and high beneficiary population,
then z counties Kilifi and Nairobi were picked from
the high populated zone. For convenience and fair
regional balance, environs of these two counties
were selected to make the sample i.e. Nairobi
County: Kiambu and Nyeri counties were selected
and Kilifi County: Makueni, Kwale and Mombasa
counties were selected.

Limitation of Scope

2.3 Ministry of Labour, Social Securities and Services
did not avail some requested data and documents.
Documents not availed included requisition
letters from the Ministry, exchequer payments,
disbursement of funds to the payment service
provider (pSp) and payment dates to beneficiaries,
payrolls and accurate data on deceased beneficiaries.
The audit was limited due to unavailability of those
data.

Methods Used to Gather Audit evidence
2.4 The audit was carried out in accordance with

Performance Auditing Cuidelines set by the
lnternational Organization of Supreme Audit
lnstitutions (INTOSAI) and audit policies established
by the Office of the Ar-rditor - Ceneral. The gr.ridelines
and polices fuifill the requiremerrts of lnternational
Standards of Supreme Auclit lnstitr,rtiorrs (lSSAl,s).
Document reviews ancl intervievvs were r-rsecJ to
collect tlre .ruclit eviclence.

Sources of Assessment Criteria
2.5 The criteria used were drawn from MOLSSS Cash

Transfer Operations Manual and the MOLSSS/
Payment Service provider Agency Agreement, the
Social Assistance Act zor3 and the MoLSSS Strategic
Plan of 2013-2017. The specific criteria are cited in
the findings of the audit in Chapter 4 of this report.

2



LIST OF ABBREVIATIONS

A/C - Account

AFROSAI-E - African Organisation of English-speaking Supreme Audit lnstitutions

BWC - Beneficiary Welfare Committee

DSD - Department of Social Development

DSDC Department of Social Development Committee

DSDO Department of Social Development Officer

FIY - FinancialYear

GEP - GeograPhical ExPansion Plan

Hq - Headquarters
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oAG - Office of the Auditor-General
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Executive Summary

BACKGROUND TO THE AUDIT

1. This report contains findings and other relevant
details of a performance audit conducted
by Office of the Auditor- Ceneral on the
Management of Older persons Cash Transfer
(OPCT) program in Kenya. The OpCT programme
is implemented by the Department of Social
Development under the Ministry of East African
Community, Labour, and Social protection.
The iVlinistry has four national social safety
net programmes aimed at supporting overall
poverty reduction of identified vulnerable
population. The four cash transfers are for;
older persons, persons with severe disability,
the urban poor and orphans and vulnerable
children.

2. Majority of older persons in Kenya have
worked throughout their lives and contributed
through direct and indirect taxation but have
no pension after retirement to compensate
for loss of earnings.The Older persons Cash
Transfer (OpCT) programme was launched in
zooTlzooS on a pilot basis in three districts of
Thika, Nyando and Busia with an allocation of
Kshs 2.4 million and targeted 3oo beneficiaries.
By zot5lzot6, the programme had over Jlo,ooo
beneficiaries in allthe constituencies in the forty
seven counties in the country and disbursement
of Kshs. 7.3 biltion.

j. The OPCT programme targets persons of
age 65 or more who are poor, vulnerable and

. are not beneficiaries of any cash transfer
programme. The specific objectives of the
OPCT programme are to cushion older persons
and their households from income threatening
risks such as sickness, poor health, and injuries;
ensure enjoyment of quality life and break inter_
generational poverty by providing younger
household members with the opportunity to
go to school or go to work through regular and
predictable cash transfers.

Objectives and Scope of the Audit

4. The OPCT programme has four main elements,
start-up and mobilization, targeting and
enrolment, payment and change management.
The audit aimed to determine whether the
Department of Social Development has
managed the OpCT programme efFciently.
Specifically tlre ar,rclit assessecl whether the
progranrmc elements are implemerrted in a

timel;r manner and hot,v services,,ver-e cleliverecl
ro ri-re OPC-t olni:iciaries r,rrithirr ihe frn.:nci.rl

//ee,. _ ),1 ,.1.r., 1,)01;,)Orir.

Assessment Criteria

5. The assessment criteria for the audit were
drawn from the programme,s operations
manual and the agency service agreement,
the Social Assistance Act 2o1J and the MoLSSS
Strategic Plan of 2013-2017.

Summary of audit findings

The OPCT Programme has expanded progressively

6. The audit found that the Covernment has
progressively expanded the OpCT programme.
The number of beneficiaries was 164,000 in
zol3fzol4,21o,ooo in zo.t4lzo.t5 and 3ro,ooo in
zot5lzot6.The disbursement was Kshs 2.4 billion
in zot3lzot4, Kshs 5 billion in zo.t4lzot5 and Kshs
7.3 billion in zor5/zor6. The programme coverage
has increased from the initial three districts of
Thika, Nyando and Busia in zooTlzoog to all the
47 counties.

Targeting and Enrolment

Targeting is the process of identifying
potential beneficiaries to be included in the
programme. After the targeting the County
Social Development Officer summarizes the
outcome of the validation and sends it to the
headquarters for enrolment into the program
and the validated list is added to the payroll.
The audit noted the following:

a) Delay in targeting and enrolment of
beneficiaries. The last OpCT targeting
programme started in September 2o15 yet as
at January zor6 the targeting results from the
Ministry was not yet released to the counties
yet it should have taken 94 days.

b) Replacement of beneficiaries exited through
death did not follow laid down procedure.
The primary eligibility criteria for enrolling an
OPCT household is that the household should
be extremely poor and have a member over
65 years of age. A beneficiary exited from
the programme through three consecutive
missed payments, death or annual verification
activities should be replaced by another in the
awaiting list after verification by the DSDO
that they are eligible. During field visits to the
beneficiaries, the audit found that there were
dependents that were automatically enrolled
upon death of a beneficiary.

c) Targeting and enrollment of persons outside
the target group. DLiring fielcl visits the audit
for.rnd that at times persons below 65 years
arrd hor,rsel-rclds tlrat rr\ie[e flot poor vr.rere also
benefitting frctm ilre pr-ogramrne yet ihev vvere
t.,.;i',iiiriir il, :,-\DfT t.:r-,,._:r qri)ui)
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Chapter 3

3.0 Description of the Audit Area

Legal Framework of the OPCT Program

3.r The Covernment of Kenya has made commitments

to address issues of the elderly through various

legal frameworks to ensure social protection' These

include:

a) Kenya's constitution. Kenya's constitution provides

for the rights of older persons to fully participate

in the affairs of society, live in dignity and respect,

be free from abuse and receive reasonable care and

assistance from their family and the State. Article

57 requires the Covernment to take measures

to ensure that older persons fully participate in

the affairs of the society, pursue their personal

development, live in dignity and respect, be free

from abuse and receive reasonable care and

assistance from their family and the State. Article

zt requires all state organs and public officers to
address the needs of vulnerable groups within
the society, including women, older members,

and persons with disabilities, children, and youth,

members of minority or marginalized communities,

and members of particular ethnic, religious or

cultural communities. Article 43 mandates the
Covernment to provide social security to every

person and appropriate social security to persons

who are unable to support themselves and their
dependents.

Figure t Organizationol Structure of the OPCT Programme

c)

Kenya's Social Assistance Act 24 ol zot1. Article 43

(r) (") of the Constitution established a National

Social Assistance Authority to provide for the

rendering of social assistance to persons in need

and for connected purposes. Article zt of the Social

Assistance Act states that "A person qualifies for
social assistance as an elderly person if the person

has attained the age of 65 and has been neglected

or abandoned without any ascertainable means of
support; or lives or begs on the street for a living."

Kenya's National Social Protection Policy.The policy

among other issues emphasizes on social protection
in old age through either non-contributory benefits

focused on reducing poverty and vulnerability, or

contributory benefits aimed at maintaining the

income of individuals. The purpose of tne social

safety net programs is to support overall Poverty
reduction to improve the welfare and resilience of
benefi ciaries in identifi ed vulnerable populations.

Organisational Framework

3.2 The Older Persons Cash Transfer (O PCT) Programme

is one of the three cash transfer programs under

the National Safety Program that contributes to the

wider Kenyan national social protection framework'
The OPCT Program is under the Ministry of East

African Community, Labour and Social Protection,

The OPCT's organizational structure as at June zot6 is as

shown in Figure t.

b)

Benefici.rry Welf.rre
Committee

Locatiorr Committee
(targeting)

Ministry of Labour Social
Security Services

County Coordinator DSD

DSD Office Committee

Ex-Officials DCSD Cornnrittee SP Committee

'Source:ii,'liliii;-i' r-)l !,ll)Lrlii-, 5o':rrli 5 -'it/ir--'i .ill(l it:r'tiil'r"

Department of Social

Development

Payment Service
Provider

3



The core functions of the Ministry of Labour,
Social Services and Security

3.3 The corefunctionsofthe Ministryincludeformulation
and implementation of Social protection policies
and developing, reviewing and implementation of
policies on community development, persons with
disabilities, older persons and ageing, volunteerism
and family protection.

Roles and responsibilities of key actors

3.4 Roles and responsibilities of key actors involved in
the OPCT program as stated in the Ministry,s June
zot3 cash transfer manual are:

a) Social Protection Secretariat: helps the
government by providing support and
management of all the national social
safety net programs and ensures that
the National Social protection policy
is incorporated by the programs and
being followed by them. The Secretariat
has a key role in overseeing the overall
implementation of the National Safety Net
Program, NSN p, managing a Single Registry
for the National Safety Net program, and
overseeing the geographic expansion of
the five programmes which make up the
National Safety Net programme.

b) Ministry of Labor, Social Security and
Services: ls responsible for overall
coordination, operation and financing of
the programs which are managed by the
Programme for Social protection. Their
roles and responsibilities to these programs
include making of policies such as designing
expansion or scale up of programmes,
manage disbursement of funds and
resources provide policy guidelines f or
implementation of the program and many
others, and also implementation that
involves ensuring administrative levels
are equipped with adequate resources,
monitor implementation of programme
guidelines among others.

c) Department of Social Development: ts
responsible for the management of the
OPCT cash transfer program.

d) County Coordinator Social Development:
This office is responsible for overseeing the
program at county level.

e) District Social Development Office
(DSDO): ls responsible for inrplemcntation
and operations of the OpCT program at the
sr-rb County level. This comprise of the Sub
CoLr nty offi cer .rnci .rr-t assist.tnt.

f) O;st;.ict 5ocial De,reicoment iDqnj

committee: Are district based committeei
which comprise of local leaders and
members of the community. Their f unction
is to support the DSDO with identification
of the beneficiaries and monitoring.

g) Social protection (Sp) Committee: They
operate at the sub_county levels and is
comprised of local members of multiple
ministries. Their role is to oversee and
monitor social protection involvements,
coordinate and synchronize programmes
among others.

h) Location Committees (LOC) : Their
key functions involve gathering the
communities for meetings and identifying
beneficiaries during targeting unJ
registration. The LOC is formed with the
help Department of Social Development
Committee (DSDC), but the members have
to be voted in by the community. They are
disbanded once targeting is complete.

i) fx - ofhcials: Are comprised of local leaders
e.g. Chiefs, assistant Chiefs, village elders
who assist in communication of payment
dates to the beneficiaries and also
mobilizing the community for meetings.

j) Beneficiary Welfare Committee: ls a
group that comprises of beneficiaries.
Their role is to check the on-going local
operations of the programme and to assist
in mobilization during payments.

k) Payment Service provider: lt is an
institution contracted by MOLSSS
responsible for distributing the cash
transfers to the beneficiaries.

OPCT Programme Objectives

3.5 The objective of OpCT program is to contribute
to poverty reduction in households containing
older people through the provision of regular anJ
predictable cash transfer so as :

. To cushion older people and their
households from income_threatening risks
such as sickness, poor health, and injuries.

. To break inter-generational poverty by
providing younger household members
with the opportunity to go to school or go
to work.

Process Description of the OpCT programme

1.6 /\4OLSSS's cash transfer operation manual states
that the OPCT programme key processes inrrolves
start-up and mobilization, targeting and enrolrrent,
pa,vment and chanqe management processes as
inclicated irr the followirrg paragraplrs:

3) 5trrt-r-to anrJ mobiiizaij,on: t rt,,: .t: rirritie.
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take place when the programme is starting
in a new operational area. TheY are

also applied in the event of a large-scale

targeting initiative or if it has been more
than two years since a targeting exercise

has occurred. Key activities include the
establishment and training of the various

committees by the CountY and Sub-

County coordinators which support the
implementation of the programme at

county, sub-county and location level and

mobilization and awareness-raising of the
communitY.

b) Targeting: Targeting is the process of
identifying potential beneficiaries to be

included in the program. Since there are

many households in need of assistance

and limited funds, the smooth and fair
operation of the targeting process is

important. Targeting of beneficiaries for
the programme involves the following
three primary stePS:

i) fne selection of locations through
geographical targeting: Ceographical

targeting is defined by annual expansion
plans developed at the national level

and based on estimates of poverty and

vulnerability calculated f rom the most
recent census and Kenya lntegrated
Households Budgetary Survey (KIHBS)

data. Annual Geographical Expansion

Plans (CEP) determines which additional
locations will be brought into the program
and the number of new beneficiaries

each location will receive. The number of
additional beneficiaries to be added to the
program is based on increases in program
funding and the size of the cash transfer.
The number of planned beneficiaries by

location is indicated in the expansion plan

based on an analysis of vulnerability and

poverty criteria. The County Coordinator
and DSDO are informed by the Program

for Social Protection headquarters when
locations in their County or sub-County
have been selected for inclusion in the
program or an expansion in the beneficiary
number.

ii) The selection and verification of
households: ldentifies the household

eligible f orthe program within a gcographic
area. Since coverage is not universal, the
program seeks to target the poorest ancj

most vulnerable hor-rseholds who fit thc
criteria whicl-t are as foiiows;

, Primary criteria: llotrselrold is c.rr:gor-ilecl
,rs ertren-eit.' po()r .:nil 17111;191-till-'

according to the Poverty Score Card and

has a member over 65 years of age. The

Poverty Score Card: determines which
of the eligible households' best fit the
program definition of 'extremely poor and

vulnerable. The Poverty Score Card assigns

each registered household a poverty and

vulnerability score based on their answers

to a series of questions. The households

with the highest scores are considered

the most poor and vulnerable and thus
most eligible for the program. The Poverty

Score Card analysis categorizes assessed

households into three groups: 'Not Poor',

'Poor' and 'Extremely Poor'. Only those
households with a score falling into the
extremely poor category are eligible for
the program.

. Secondary criteria: A Beneficiary must be

a Kenyan citizen with a national lD at the
time of enrolment and must have resided

in a location for more than a year. ln
addition the household should be earning
less than Kshs z,ooo.oo (for an urban area)

or less than Kshs 1,5oo.oo (for a rural area).

The Household should also not be enrolled
in any other cash transfer program nor
receiving a regular Pension.

iii) rhecommunityvalidationofthehousehold
selected: once the ranking has been done

by the MIS at the headquarters the report
is sent to the District Social Development
Officer who informs the community that
the beneficiaries have been selected and

instructs them to call a validation baraza.

The names of households selected are

called out in the baraza for validation by
members of the communitY.

c) Enrolment: The District Social Development
OfFcer summarizes the outcome of
validation and sends it to the headquarters
for enrolment into the programme and the
validated list is added to the payroll.

d) Payment: The OPCT payment process is

explained in Figure z.

f
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1. Department of Social Development
HQ finalizes payrolls in MtS based on
PSP returns, MIS payroll checks and
register of beneficiary Management
forms returned by DSDO.

F re2

4. Department of Social Development
HQ sends funds and payroll documents
in excel file to PSp Hq.

7. BWCs and Ex-officials communicate
to beneficiaries the payment dates.

1o. Payment collector puts finger on
POS machine and given the money
reflected and a receipt as proof of
collection-

izational Structure OpCf Payment Process

13. PSP HQ sends payment reconciliation report
and uncollected funds to the Department of
Social Development He.

Source: OPCT Programme Mdnual

Benevolence payments: When a beneficiary
dies, the registered caregiver (if a member
of the household) is entitled to six months
of transfers (Kshs. 12,ooo.oo). This amount
is collected over three payment cycles. ln
instances where a beneficiary has been unable
to collect a previous period's payment , and
he/she passes away, the household member
collecting the benevolence payment , urill also
collect the full amount owed to the beneficiary,
e.g Kshs 12,ooo and the uncollected amount.

Missed Payments: A payment that has not been
collected during a payment transfer window
will roll over to the next payment cycle, enabling
the payment collector to collect a cumulative
amount. Beneficiaries should be made aware
of this, so that they know what payment to
expect each cycle. However, if a payment is
not collected for three consecutive payment
periods, the beneficiaries will be exited from
the programme.

e) Change Management: is divided into two parts
i.e. when a beneficiary should be exited from
the program and how a replacement can be
fou nd.

i) n beneficiary is exited from the program
under the following circumstarrces:

' ll th-- beircriciai-,,, llies, .t rrorr;i:ir<;llJ rt-i?rlir,l;,

r4. Department of Social Development He updates beneficiary
list within the MtS and the payrolls for next payment cycle
based on reconciliation details and updates received.

6. DSDO Communicates
Payment period to BWCs and
Ex-oficials.

9. Beneficiary or registered
caregiver presents national lD
and biometric card to collect
payment.

12. PSP Hq carries out reconcili-
ation from all branches and
updates the electronic file.

can collect six months payment amounting
to Kshs 12,ooo.

. lf the beneficiary moves out of the program
location

. lf the beneficiary does not collect their
cash for three consecutive payments

. lf the beneficiary is found to have provided
false information

. lf the beneficiary willingly withdraws from
the program

. lf the beneficiary graduates from the
program (it can be proved that they have
been able to overcome their poverty
circumstances and are now benefitting
from a regular income).

ii) Replacement: ls the process of enrolling
a new beneficiary into the programme
once an existing beneficiary has existed
and is done an on-going basis to ensure
that the programme continues to
reach the full quota of beneficiaries per
constituency. lf there is another person in
the same household who might meet the
targeting criteria, he or she does not get
autonratically enrolled ir-rto the programme
when the beneficiary is removecl frorl the
prograrxme. The replacement beneficiary
is selectecl from the waltirrg iist. The
householcj rnernber mLtst go thrcr-rg.h tlre
l.lr3:iiir1 .tIrr'j r-.: t1.1,.:r;!r't t .a) r.iIr9iIrrl.

)

)

)

)

)

)

)

)

)

)

2. Department of Social Develop-
ment Hq requests funds from
treasury based on the payroll.

5. PSP Hq distributes funds to
each beneficiary A/C and sends
payroll to beneficiaries electroni-
cally.

8. Payment period open for :r
days. (DSDO will supervise
payments for z days where
possible).

tt. The payments are updated in
real time at the PSP He.

3. Treasury transfers request-
ed amount to Department of
Social Development He A/C.

I
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Replacement process is explained by Figure 3

Figure j: OPCT Replacement Process of Beneficiories

Source: The MOL555 Operations Manual

4.DcSDo verifies the
identified replacement as still
eligible for the programme
(through a house visit).

3.Replacement benefi ciarY
identified from the waiting
list by the DGSDO/ M15 based
on priority, ranking and
location.

:.DGSDO fills out a Register
of Beneficiary Management
form. The form is sent to
Programme for SP HQ whi(h
is then updated in the MlS.

T.DGSDO becomes aware that
beneficiaries have exited the
programme through:
- Payroll analysis (three

missed payments)
- lnformed by Ex-officlal or

BWC
- Annual verification activity

lnformed by Programme for
sP Hq

7.M15 updates the waiting list,
beneficiary list and payrbll to
remove the exited beneficiary
and include the replacement.

5.BWC informs the
replacement benefi ciary that
they will be on the
programme and ask them to
visit the DGSDO (or other
officials) for enrolment where
they will be informed about
rights and responsibilities.

5.DGSDo fills in a Register ol
Beneficiary Management
forrn and sends to the
Programme for SP HQ to
notify them of the
replacements,
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Chapter 4
4.0 Audit Findings

The OPCT program coverage has increased over 4.4
the years

4.1 The OPCT program has seen the number of
beneficiaries increase from zoo in zooT/zoog
to J.lo,ooo in zot5lzot6 and the disbursement
increase from Kshs 2.4 million in zooT/zoog to
Kshs 7.3 billion in zot5lzot6 as shown in Table
r. The program coverage has increased from
the initial three (3) district of Thika, Nyando and
Busia in zooTlzoo8 to all the 47 counties. The
Ministry has three year expansion plan agreed
upon by Covernment of Kenya and World
Bank as a National Safety Net programme for
zot 4 | zot5 to zot6 I zot7.

Tab.le 1: Number of beneficiaries and omount of
Disbursement

headquarters for enrolment into the program
and the validated list is added to the payroll. We
noted the following issues:

a) Delays in targeting activities
The M inistryof Labor, Social Securityand Services
Cash transfer operations manual shows that the
duration of time to be taken for targeting and
enrolment into the program should be 94 days
or approximately three months. ln the financial
year zot4lzor5, beneficiaries who were enrolled
in the OPCT program experienced an eight
months delay in the targeting and enrolment
process. The last targeting program done by
the Ministry for the OPCT program beneficiaries
started in September zor5.The audit noted
that five months later as at January 2016 the
targeting process had not been concluded. As
at z9 January 2o16t the targeting results from
the Ministry's management information system
(MtS) showing the household ranking was not
yet released to the counties by the Ministry
headquarters. Hence there was a delay of
between 4o and 57 days above the stipulated
targeting period in five sampled counties as at
z9 January zor6 as shown in Table z.

Toble z: Deloy in Targeting and Enrolment

Source: lnterviews

4.5 lnterviews conducted at the sampled counties
revealed that the delay in the targeting and
enrollment process was because only one vehicle
was allocated for each county visited to facilitate
the county and sub-county coordinators to
manage the program. The vehicle was stationed
at the cor-rntyr coordinator's office to be used by
allthe sub county coordirrators. The audit f r-rrther
for-rr.rd tlrat the tirre and rzelricles alloc.rtecl per
count)/ for thc targeting anci enrollrnent of ihe
oPCT itr-]rir-alirilt,l r.v,tl iltl s,tt--rc. rrr.:soectrve

Financial
Year

Number
of OPCT
Beneficiaries

Annual Disbursements
in Kshs

zooT/zoo8 200 214OO,OOO

zoo8/zoo9 300 4,OOO,OOO

zooglzoto J3,ooo 53O,OOO,OOO

zotolzott 33,OOO 53O,OOO,OOO

>ot'tlzotz 36,o36 IrOOO,OOO,OOO

zotzlzot3 59,ooo 1,5OO,OOO,OOO

zoi1.lzot4 164,ooo 2,474,OOO,OOO

zot4lzot5 21O,OOO 5TO4O,OOO,OOO

zot5lzo'r6 JlO,OOO 7,32g,OOO,OOO

4.2 An impact assessment done by the Ministry
in zot3 and interviews conducted with the
beneficiaries during the audit, indicated that
the OPCT program had some remarkable
achievements such as improved household food
security, retention of children in schools, access
to basic health care, increased self-esteem and
dignity for the beneficiaries and establishment
of small scale income generating initiatives. ln
spite of the achievements the audit established
the following challenges affecting the program:

Targeting and Enrolment

4.) Targeting is the process of identifluing
potential benefici.rries to be irrcluded in the
program. After the targeting the County
Soci.tl Developrnerrt Officer surrnr.rrizr-s the
oLltr.onre ci iir,: riaiiii,tiii.tn ancl ,enrls rl- iit thr,

8

County/Sub-
County

Date of Targeting Delay in re-
lease of MIS
report by
the head-
guarters
(Days) as at
z9 Jan zo16

Nairobi r Sept -zB Sept
2o15

57

Kiambu (Thika) 4 Sept- 19 Oct 2ot5 54

Kilifi (Kitifi ) I Sept - 8 Oct 2ot5 55

Mombasa t7 Sept - 30 Oct
2015

4o

Kwale 14 Sept-2o Nov
2o15

43



of the number of beneficiaries targeted or the
geographical vastness of the counties. Vast

areas like Kilifi and Kwale were targeting at least

z,ooo beneficiaries compared to Makueni and

Nyeri which were targeting half the number yet

the duration for targeting and enrolment was

the same for all the counties. Further in Kwale

county, the vehicle had broken down as at the

time of targeting, yet the county was vast,

had a rough terrain and the beneficiaries were

sparsely distributed making it difficult to access

them within the time allocated for the targeting
process. The geographical vastness of some of
the sampled counties being targeted is shown
in Table 3. Delay in targeting and enrolment
meant that the programme was not meeting its

objective of regular and predictable payment.

Table j: County Stotistics

zoog Survey aan 55 Data

4.6

b) Replacement of beneficiaries exited
through death did not follow laid down
procedure.

The objectives of OPCT programme is to
contribute to poverty reduction in households

containing older people through the provision

of regular and predictable cash transfer so as to
cushion older people and their households from
income-threatening risks such as sickness, poor

health, and iniuries and break inter-generational
poverty by providing younger household

members with the opportunity to go to school

or go to work. The primary eligibility criteria
for enrolling an OPCT household is that the
household should be extremely poor and l-rave

a member over 65 years of age. A benefrciary

exited from the programrne through three
consecutive rrrissed paynrerrts, death or- atrtrual

verification activities shoulcl be replaced by

another in the waiting list after verification by

the DSDO that they are still eligible. Durirrg frelcl

rrisirs irr the beneficiaries, tl'rc audit found that
rl-,rrr \\./1,).e'1,,,1.r11i],'r1ri; iii,ti'.,.,''r: ,iLl'.rli-'l-tl i.'lll'i

4.7

enrolled upon death of a beneficiary.

c) Targeting and Enrollment of persons

outside the target grouP.

The programme focuses on providing cash

transfers to poor households who have at least

one member above the age of 65 years. During

field visits the audit found that at times persons

below the age of 65 years and households that
were not poor were also benefitting from the
program yet they were not within the OPCT

target group.

Payments to OPCT beneficiaries

4.8 The payment amount for each OPCT beneficiary
had been set at Kshs z,ooo.oo per month.
Payments were made after every two months
through a payment service provider' The audit
noted the following:

a) lncreasing uncollected amounts by the
beneficiaries:

4,g Analysis of the OPCT nationwide payments

reports revealed that the rate of unpaid

beneficiaries/amounts had been relatively
increasing as more beneficiaries are enrolled to
the program. This was due to failure to detect
beneficiary finger prints, mis-routed cards,

having deceased beneficiaries still in the payroll

and long distance to the pay point among other
reasons. Within 14 days of the close of the pay

period the payment service provider is expected
to submit a reconciliation report and refunds
for unpaid funds to the Ministry's designated

account. An amount of Kshs 't,t79382 for the
months of January to August 2o15 was put in

a designated account held by the payment
service provider as shown in Table 4.

ourcei

,)

No. Of
Vehicles
Allocated

Size (Sq.
Km)

Density
(Persons
Per Sq.Km)

County

14515Nairobi 695-t

12543.4 6t8Kiambu

I3337.1 zo8Nyeri

110 18oo8.8Makueni

1tz6o9.7 88Kilifi

1218.9 4292Mombasa

79 1Kwale 8z7o.z



Payment
Cycle

Actual
No. of
Ben. in
the Pay-
roll

Amount Pay-
able Kshs

Commiss
ion z% Kshs

No. Of
Benefi-
c ia ries
Paid

Actual
Amount Paid
Kshs

No. Of
Ben.
Unpaid

Unpaid
Amount (Re-
fundable)
Kshs

Jan-Apr
2ol 5

16o,533 1,284,264,ooo 31,117,29a t33,488 1,o68,o16,ooo 27,O45 216,248,OOO Nit

May-Jun
2o1 5

218,497 z.,o46,8O4,OOO 4o,936,o8o t8r,t6z 1,549,952,ooo 37,335 496,852,ooo Nil

J u l-Aug
2O1 5

ztz,56o t,298,o9z,ooo 25,96t,84o 175,766 83t,8to,ooo 36,955 466,z8z,ooo Nil

Total
Amount 591,59o 416z9r't6orooo 98ror5,zro 49o,416 3,449,778,ooo 1o1,335 trt7938z,ooo

Table 4: schedule of opc|s poyment service provider from Januory- August 2o15

Source; PSP OPCT pa

b) Commission on unpaid beneficiaries:
4.1o Amounts associated with unpaid beneficiaries,

burdens the program and country on social
economic costs. The pSp,s agreement with
the Ministry signed on z3 October zor4, sets
commission per transaction disbursement at z%.
Between January and August zot5 the unpaid
commission for a total of ror335 beneficiaries
amounted to t,t7938z,ooo as shown in Table
4. The PSP collects z% commission based on the
total amount disbursed to its account by the
Ministry. When a beneficiary misses payment
and the funds are rolled over to the next
payment cycle, the pSp gets double commission
when the arrears are paid. This means that

Com-
mission
Re-
fund-
able
Kshs

the Ministry's transaction cost increases thus
increasing the cost of service delivery.

c) Overpaid bank commissions:

4.11 Further analysis of the z% commission paid to
the payment service provider (pSp) showed at
times the PSP is overpaid. For instance in the
January to April 2o15 payment cycle, the pSp
received Kshs. 3r,tt7,290 as commission instead
of Kshs. 25,685,28o i.e z% of .t,zg4,z64,ooo

representing an overpayment of commission by
Kshs.5,43z,oro as shown in Table 5.

Table 5: Commission Poid to pSp

payments are to be made to beneficiaries on a

expected timelines and had delays of between
t5 and z7o days as shown in Table 6. Out of the
analysed cycles, only three (a.z9Q were paid
within the intended two months as per the
operational manual, ten of the cycles (q.62%)
had a delay of between r5 and 6o days; five or
23.8t% had a delay of between 6r and 9o days;
while the other three cycles (r4.:9%) were
delayed for over rzo days before the payments
were made.

Table 6: Pcr.vimerrts to beneficiartes

Source: Ana 50 KCB dota

4.12

d) Delays in payments to beneficiaries.
The Cash Transfers Operational Manual states that the
bimonthly basis beginning the first week in the
months Septem ber, N ovember, Janua ry, /\4arch,
May and the last week of June in each financial
year. The Ministry is expected to communicate
the payment period to the beneficiaries through
their staff at the county level and the community
structures. However, data generated from the
i\4inistry and P5P's operations revealecl that
OPCT beneficiaries vvait for unduly long periods
of time before they receive the cash transfers.

An anallisis of zr OPCT pa)/ment cycles betvveen
Septenrber : o t I .rncl J I n ua11, : ot G r:rzealeci tl. r:
ilrr: Cl-lf i: t.ir l,-,tpsf,ll. ,\,_:r-i ;-t 1,1 I iril iire

1.1)

Payment
(Kshs)

Cycle Amount
(Kshs)

Payable z% Commission
Amount Paid To
KcB (Kshs)

Actual Commission Amount
Calculated (Kshs)

Surplus Pay-
ment (Kshs)

January - April zor5 l,z84,z64,ooo 31,117 t2go u 5,685, z8o 5,432,O10
May - June zor5 2,O46,8O4,OOO 4o,936,o8o 4O,936,O8O o

July - August 2015 1,298,092,ooo 25,961,84o 25,96t,84o o

r0



Payment Start Dates Approximate
Deviation
(Days)

ActualPlanned
MonthsPayment

Cycle
Financial
Year

270June, zot3September, zotzJuly - Augustzotzl13 1

210June, zot3November, zotzz September- October

150-June, zot3January zot3November-December3

9oJune, 2013lVlarch zot3January - FebruarY4

6oJune, 2o13May, zot3March - April5

oJune, zot3June zot3May - June6

6oNovember zot3September, zot3'IzoBlt4
120April zot4November, zot3

July - August

September - October2

9oApril zot4January zot4November- December3

3oApril zot4March zot4January - FebruarY4

loJune zot4May, zot4March - April5

oJune 2o14June, zot46 May - June

9oz3 December 2e14September, zot4July - August1zot4lt5

6otgJanuary zot5November, zot4September-October2

15r9 January zot5January, zot5November-December3

6ort May zot5March, zot5January - February4

orr iVlay zot5May, zot5
5 March - April

3o7'h July, zot5June, zot5IVlay - June6

15zt September.2ol5September, zot5July - AugustIzo't5lt6

9oNot PaidNovember, zot5September- October2

3oNot PaidJanuary, zot6November-December)

Source: Cas Trans r Man on

4.14 During the audit 75 beneficiaries were interviewed and all of them expressed dissatisfaction with delays

in the OPCT cash transfer payments, since they

were never consistent and beneficiaries had

never been informed of any changes in the bi-

monthly payment schedules. Delays in payments

to the OPCT beneficiaries were occasioned by

three key f actors, late requisition of f unds by the

Ministry of Labour Social Security and Services,

late disbursement of funds by the exchequer at

the National Treasury to the Social Protection

unit and delay in transfer of payrnents to the

beneficiaries by the payment servtce provider

as illustratecl in following paragraplrs:

a) !-ate requisition of funds by the IVlinistry

of Labour 5ocial Security and Services'

Durir-rq lhe a-iclii, LIPCT clisbtrr-;enrerrt cla'"r

for only one financial year zot4it5 was

analysed. lt was noted that 50% of the

disbursement requests by the Ministry
were done long after the planned Payment
dates had elapsed with delays of between
z7 and 9o days as illustrated in the Table 7.

This ultimately resulted to overall delays in

the cash transfers to beneficiaries'

Toble 7: Delay, in Disbutrsemerrt Reclr-tests by tVlOL5SS in

ts rqlt-

tl



Paym ent
cycle

Months Planned date of requi-
sition by the Ministry

Actual date of requisi-
tion by the Ministry

Delay in requis!
tion by Ministry
in days

July - August 2014 5 August 2014 7 November zot4 9o
2 September - October zor4 5 october 2o14 7 Novembet 2014 3o
) November - December zor4 5 December zor4 7 November zor4 o

4 January - February zor5 t February zor5 z7 February zor5 )1

5 March - April zor5
5 April zor5 z3 March zor5 o

6 May - June zor5 rJune zot5 20 May 2015 o
urce: oLSss ta

Table 8: Deloy in Disbursements process ing by NationalTreasury in zot4lt5

Source: OLSSS Doto

b) Late disbursement of funds by the exchequer at the Nationat Treasury to the social protectionHeadquarters' Th.e- Programme's operational Manual provides. an approximate period of ten daysfor the transfer of funds from the National Treasury to the Social protection unit at the MoLSSS afterrequisition of cash transfer funds. out of the six payment *^t anarysed for the zot4lt5financial year,requisitions for 83% were processed and disbursed by Nationar treasury days after the designatedtime period' The delay periods were found to be beiween two and thirty days as shown in Table8' lnterviews conducted with officials from Department of sociar Development and officers at theNational Treasury indicated that delays in processing and disbursement of the opcr funds at theNational Treasury were attributed to inadequate fina"ncial resources at the exchequer as and whenrequested.

c) Delay in processing of disbursements to the payment service provider by the Ministry. As stated in thePSP agency agreement, the iVlinistry should iemit the opcr funds and payrolls to the payment serviceProvider (PSP) at least seven days before the commencement of the payment period. Examinationof payment vouchers and funds transfer records maintained by the Department social Developmentfor the year zot4lt5 revealed a delay of between one and twenty six days in the processing ofdisbursements to the PSP as shown inTable 9.lt took a period of between five and thirty days afterreceipt of funds from National Treasury to make the transfers of funds to the psp accounts yet itshould only take 4 days according to the programme manual.
Table 9: Delay in Dtsbctrsements processing bv A,4OLSSS

Paym e nt
Cycle Months Date of requisition by

MOLSSS

Date of disburse-
ments by National
Treasury

Period
taken in
days

Delays in dis-
bursement
processing in

1 July - August 7 November zor4 z4 November zor4 17 7

2 September - October 7 November zor4 u 4 November zot4 17 7

3 November - December 7 November zor4 t7 December zor4

r7 March zor5

4o 3o
4 January - February z7 February zor5 20 10

5 March - April z3 March zor5 3t March zor5 7 o

6 May - June zo May zor5 3 June 2o15 12 2

n. lz



Period
Taken
(Days)

Deviation
(Days)

Date of Funds
Transfer to the
PSP by MoLsSs

Date of Funds Disburse-
ments by TreasuryMonthsPayment

Cycle

z4th Nov. zot4July - August1

24th Nov. 2o14September - October2
1522nd DeC. 20l4rTth Dec.2o14November- December3
z6lor7'h April, zot517th March, 2o'15January - FebruarY4

3t" lVlarch, zot5March - April5
15 12igth June, 20153'd June, 2o156 May - June

ource: Payment ers

4.15 Officers at the Ministry partly attributed the delays in transfer of funds to inadequate human resources

at the department. The effects of the delays in replacement of a new beneficiary. Analysis of

payments were: seven sub counties reflected that it took up to
twenty four months almost two years to remove

a) The OPCT beneficiaries have at times dead beneficiaries from the Ministry's MIS as

received one year backlog at once, of the shown in Table 10. Hence OPCT beneficiaries
payment of the cash transfers in arrears who died between zotz and 2014 still appeared

equivalent to Kshs' 24'ooo. Civen that in the payroll three years later as at July/August
this program only targets the poor people 2o15.
in the society, planning for such huge

amounts is difFcult and reduces the value Tableto:Summaryof DelayinUpdoteof DeadBeneficiaries

and importance of the bi-monthly transfer
scheme. Another challenge associated

with the delay is that information is not
provided to beneficiaries as to when the

funds would be received which make it
difficult for beneficiaries to plan, budget or
negotiate for services.

b) Delays in payments, has led to the Ministry
combining more than two cYcles in
payments. This has made implementation
of the exit strategy difficult since it is

pegged on non-collection of more than

three consecutives payment cycles rather
than Kshs. 'l2,ooo as stated in the manual'

Existence of Dead Beneficiaries in the Payroll

4.16 As stated in paragraph 6.t.t of the June zot3 cash

transfer manual, if a beneficiary dies, they are

exited from the Programme and the household

will stop receiving payments (after the

benevolence payments have been collected, if
applicable).The benevolence payment amount

totals six months (currently Kshs tz,ooo'oo)
and is collected over three payment cycles' ln

instances where a beneficiary has been unable

to collect a previous period's payment, and then

passes away, the household member collecting

the benevolence payment, will also collect the

full amount owed to the beneficiary, e'g- Kshs

12,ooo and the uncollected amoLtnt.

4.17 lt sl-ror-rld take B dcr)/s to trpclate deacl

beneficiaries in the management inform.rtion
s)/stenr (j\/ll5) from the tii-ne tire co'-rrrtylstrb-

courrty tooi-clirratot- sr-rbrrits the fornr; i-tpr i1r illg

Source: OAC Analysis OPCT Payrolls

4.18 Delay in the update of the cash transfers' MIS

led to the beneficiaries who are in the waiting
list not being enrolled into the payroll. The

various reasons as to why there had been delay

in the updating details of dead beneficiaries in

the OPCT's MIS were as follows:

a) Lack of monitoring by the county/sub-
county coordinators - For the programme
to operate efficiently and to meet its

obiectives, monitoring of the program
must be done so as to identify the gaps that
are in the programme. Monitoring ensLlres

that the deaths of the beneficiaries are

captured and that tl-rey are exited from tire
program in tirrre. When a beneficiary dies,

the caregiver shoulcl report immediately
to the CourrtyiSr-rb-coLilrty coordirrator
arrrl pi-oriitle a copy (ri ihe cleath certr'frcate

t3

Average DelayNo. of dead
benef iciaries
still in the cur-
rent payroll

Sub- County

3.5 Months17I hlka

5.8 Months8Kilifi North

23.9 MonthsNyeri Town 21

6 11.5 IVlonthslVlalindi

7 Months39Changamwe

2.5 Months8Nairobi East

5 /Vlonths)1Kibwezi East



and the lD of the deceased but they rarely
do so. Due to lack of monitoring, zog
beneficiaries who had already died and
the caregiver did not report continued to
collect payments.

b) Late submissions of the payroll by the
headquarters to County/Sub_county
coordinators for verification lead to no
room for counterchecking or updating,
hence a beneficiary who died is still in the
payroll and the caregiver still collects the
payments. payrolls cannot be generated
until the post-payment checks and
reconciliations from the previous cycle
have been completed, and the pre_payroll
checks for the current cycle have been
completed.

c) Errors in the MIS update- Once the lists
of dead beneficiaries in the programme
have been updated in the MlS, their names
should not appear again in the payroll. ln
some counties there were cases where
beneficiaries who had been earlier exited
in the payroll due to death had reappeared
in the payroll

d) Non-timely action by the department.
When the County/Sub-county coordinator
submits their lists to the headquarters
on those who should be exited from the
programme as a result of death, non_
timely action is taken by the department in
that you find people who died in zorz _ zor4
still appearing in the payroll of July/August
2O15.

Roll over of OPCT beneficiary arrears

4.19 The Ministry's cash transfer manual states that
OPCT payments that are not collected during a
payment transfer window will roll over to the
next payment cycle, enabling the beneficiary
to collect a cumulative amount. Analysis of
sampled zolzlzol3 to zot5lt6 OpCT payrolls
revealed that only Kshs.zz.6 Million was rolled
over to the next cycle out of Kshs.z3.7 Million of
uncollected payments as shown in Annexure r.
The audit further noted that:

a) KCB as a pSp had a more timety and accurate
roll over of arrears. In January 2015 the
Ministry sought the electronic services
of KCB as a pSp. Analysis of January to
August zor 5 payrolls f or the seven counties
sampled revealed that there was over 9ol{
rate of beneficiaries, roll over of arrears.
Tlre rollover of the remaining 1o..i arrears
cor.rlcl not be aclequ.rtelv establishecJ sirrce
rlrcse [tenelici.rrics .rffecteci cict;ris rrtr-rlcl
l'tttl- i., I iilr1r;1j i11 tlt: ;it-,_,.:,-lir-_q t:,,r.Oli:;.

This is because KCB beneficiary payments
are biometric and payments are in
electronic file which automatically updates
beneficiary payment details. Access of
payments reports is in real-time to the bank
and ministry ofFcers at any given time. This
ensured timely and accurate update of
beneficiaries' arrears before generation of
payrolls.

b) Beneficiary arrears was at times not
rolled over by the pCK. The Ministry used
the Postal Corporation of Kenya (eCf)
as the OPCT payment service provider
until December zor4. OpCT payrolls for
November 2012 to December 2015 were
sampled and arrears roll - over rates were
calculated and comparison made. lt was
discovered that only 5% (Kshs.g4, ooo) of
the beneficiaries, total arrears of Kshs.r,
85o,ooo were rolled over to the next cycle
when PCK was the pSp. Analysis of sampled
PCK payrolls revealed Kshs.r, 766,ooo of
Kshs.t, 85o,ooo total beneficiaries, arrears
was not rolled overto the next cycle. Out of
the seven counties analysed, only Makueni
and Kwale payrolls indicated roll over of
beneficiaries' arrears of amount Kshs.g4,
ooo.oo. The positive roll over rates of these
arrears was attributed to these pCK,s timely
and accurate preparation and submission
of payments returns/reconciliation reports
to the PCK Headquarters.

The other 5 counties (Nairobi, Kiambu,
Nyeri, Kilifi and Mombasa) sampled payrolls
indicated o% rate of arrears roll over. This
implied that in all uncollected amounts in
payment cycle, no beneficiaries arrears
was carried forward to the next cycle.
This could be explained by inadequate
pre-post payroll checks before generation
of payrolls in the MIS due to long manual
payment reporting process and shorter
inter-cycle periods that barely allowed time
for post payroll checks and submission of
reports.

At times two payment cycles overlapped.
For instance, July to August 2014 payment
was done in beginning of December 2014,
the September to December zot4 payment
was done in this very month. This provided
short time for the pCK,s to prepare anci
submit July to August 2o14 payment
reconciliation reports th.rt will inform the
Septcnrber to Deccmber 2ot4 payroll. Also
fronr the intervievvs sonre pSp,s in Kilifi .rrrci
tViomb.rs.r did not subrnit the Sep-Dec zo rzp

coltV of rccltncili.rtion i-cytorls to (orrnrr.,,s
. , ''.rl Devcro;. , :; , :1,..

14



For every Kshs r million disbursed almost Kshs 3o,ooo.oo incurred as beneficiaries' arrears was not

rolled over to the next cycle or paid to beneficiaries when PCK was PSP. Hence the programme might

have lost money in terms of unpaid arrears. Probable estimated loss as shown in Table tt.

Table n: Estimated loss of orrears due to inadequote update of payrolls - PCK

Total Arrears

Arrears Not
Rolled Over

Arrears
Rolled over

Kshs

Amount
Paid

Total Ar-
rears Kshs

Total Disburse-
ment / Cycle
Kshs

Sub-Counties Pay'
rolls Kshs

County

o8o,ooo 8o,ooo88,oooKasarani r 68,oooNairobi

o96,ooo 96,oootro62rooot,t 58,oooKiambu (MadarakaThika
PCK)

34O,OOO o34O,OOO4,84o,ooo 4,5OO,OOONyeri TownNyeri

2O,OOO6o,ooo 4O,OOO2,21O,OOO2,27O,OOOKibwezi East

6o,ooooTOO,OOO 6o,ooo76o,oooKibwezi East

Makueni

o 4,ooo4,ooo1,46O,OOO r,456,oooMatuga PCK

N/Ao N/A2,924,OOO2,924,OOOMatuga PCK

N/A N/A3,912,OOO o3,g12,OOOShimba Hills PCK

N/Ao N/At,956,ooor,956,oooKwale PCK

N/AN/A1O,252,OOO o10,252,OOO

Kwale

Kwale PCK

z88,ooo oJ,304,ooo z88,ooo),592,oooMalindi PCKKitifi

o152,OOO 152,OOO4,OOO,OOO 3,848,oooMombasa Changamwe PCK

84,ooo996,ooo36,212,ooo t,o8o,ooo37,292,OOOTotals

o.o3 o.oo2o.g7104 o.o31Ratio Parts

2,25228,96l z6,7oB971,o)91,OOO,0OOAverage arrears & arrears not
rolled over for every tM disbursed

Source: OAC Ana 5 OPCT sam m FIY z.ot j to December 2014

Ministry did not notify the PSP on minimum service level agreement not adhered to
e p

4.)o The Ministry and its current PSP (KCB) October
2o14 agency agreement states that penalties

are only charged after the PSP has been

notified and given a chance to review the report
and respond to the service level issue. The

management of KCB aspired to serve all OPCT

beneficiaries in an efFcient manner. However,

data generated from different KCB branches,

sub - county offices and intervicws conducted
with samplecl beneficiaries revealecl that at

times the ber-reflciaries experienced various

challenges beforc ancl cltlring tht pa;rnreirt

ser,,1ice cleliver)i. The auCit fc.,rrrrrl tlr.rl tlie
ful tnisti-r,r rrvil5 i-()t ':fiecl:l'"'r.li)' Oil,:,,,.,i;tq il-r i)r-

breaches on the minimum service level. There

was also nothing to indicate that the Ministry
had notified the PSP on the breaches to enable

them respond and compensate the beneficiaries

on the following issues:-

a) Beneficiaries travel inordinate long
distances to PSP pay points: The service
level agreement imposed a penalty of
Kshs. 5oo per cycle for each beneficiarv
r,vho travels beyoncl the designated 6

l(m clistance. The auciit noted that 86i1

of the OPCT ber-refrciaries sat-npled r.rret-e

irar,,: iir.rl i':oi't: ih.rrl ii'e ;ri1lt l.rt:11 ;i l(.ilr

t5



radius as shown in Figure 4 yet had never
been compensated. Out of the sampled
125 locations whose distances to the pay
points were analyzed during the audit,
beneficiaries from 107 locations (g5.6%)
travelled more than 6 kilometers to their
pay points; KCB branches, pSp payment
agents or mobile banking stations. The
exceeded 6Km variance ranged from
o.5 Km to 217 Kms. The long distance
travelled increased the OpCT beneficiaries,
vulnera bil ity to security threats, particularly
when payment dates were announced
publicly.

Figure 4: DistanceTravelled to pay points

l0 6 Kilometers

I Over 6 Kilometers

Source: OAC Anolysis of county coordinators interviews
b) Pay-point cash non availability:

lnformation gathered from officers at
various pSp branches indicate that the pSp
had strived to achieve distance travelled to
pay point requirement through its ,Mtaani,
agents and mobile banking. The agency
agreement states that the minimum
service level for paying agents should be rz
hours per day with a penalty of Kshs r,ooo
per visit on reported pay points. The audit
found that, at times the payment agents
arrangements were unreliable in making
the cash transfer payments since they did
not have adequate cash. Over g5% of the
PSP payment agents in the sampled areas
visited either no longer participated in
the cash transfer program or made their
payments within the pSp premises due to
low transactional commissions paid by the
PSP, high amount of capital requirements
to make the huge payments, frequent
cost of transport for travels to the bank
for withdrawals, need f or additional
human resources, recruitment of security
personnel and high exposure to security
risks. None of the OpCT beneficiaries
interviewed had been corrpensated for
this breaclr.

C) Delay in replacement of biometric cards:
The Service Level Agreernent ltetr.rreen the
i\,lilisir' lncl j([B linrillr,] (ii,i p5p) jt-rttj

Table n: Delay in Cord Replocement per County

the duration of card replacement from the
date of notification to the bank of lost or
faulty cards to the time the card is replaced
and delivered to the beneficiary should be
3o days otherwise a penalty of Kshs 5o is
imposed to the pSp for each card delayed.
The audit found that 6z% of the biometric
cards on the sampled counties visited took
at least forty days to be delivered as shown
in Table rz. Analysis of data availed by
the PSP headquarters on reprinted cards
showed that only 4 cards, 3 from Kilifi and I
from Kiambu had taken more than r month
to be printed from the date it was reported
to the PSP headquarters. All the other3,rgr
cards were printed within a week after it
was reported to the headquarters by the
PSP branches.

is of Card Rep Dato
Nationwide data on replacement availed
by the PSP showed that rz,56o biometric
cards were reprinted countrywide since the
first payment by KCB in May 2o15. A further
4,o46 cards were printed and delivered
to the beneficiaries within 3o days by 4
February zor6. Of these cards 5,727 took
at least 4o days to be printed and delivered
to the beneficiaries. 36 cards were printed
at least 3o days after being reported to
the headquarters as shown in the Table lJ.
Delays in both delivery and replacement
of the biomctric cards to the bencficiaries
attracted a perralty of Kshs 5o per tv^,/o
rnonths but this was never imposed to the
PSP. Fa,rlty,bior.nctric cards rcsr-rlt to non,
v a I i ci.t t I tt ir r. i fr I :'te i- 1t I'i i I t s i1 ri ri ; g il :l \,/ri e r I t s

vvirici'r-r,, l;,: ri:l.iltL.r lecl io;lrrir li,-r-u

Source: GAn

t 
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County No. Of
cards
reprint-
ed and
deliv-
ered to
benefi-
ciaries

No. Of
cards
which
took
over 1

month
to be
reprint-
ed

No. Of
cards
printed
and de-
livered
within
30 days

No. Of
cards
which
took at
least
40 days
to be
deliv-
ered

Nairobi 319 o 199 120

Kiambu 121 1 75 45
Kilifi 1391 3 543 8+s
Mombasa 85 o 25 6o
Kwale 783 o 232 551
Makueni 419 o 12) 297
Nyeri 6l o 13 54
Total 3185 4 120g 1972
Percentage (%) 100 t% 37% 6)%



No. of
cards
which
took at
least 4o
days to
be deliv-
ered

No. of
cards re-
printed
and de-
livered
to the
benefi-
ciaries

No. of
cards
which
took
over 1

month
to be re-
printed

No. of
cards
printed
and de-
livered
within
3o days

36 4,O46 5,727Country
wide

9,8o9

58.5%1oo% o.5% 41%Per-
centage

chips not working or the beneficiary details

not having been correctly captured during
the registration Process.

Table rj: Delay in Cord Replacement Country wide

Source: OAG ysis of KCB Rep cement Dota

Delay in replacement of the biometric
cards led to the affected beneficiaries not
collecting their payments and if the delay

lasted for a period of at least six months,
the beneficiary faced a possibility of being
exited from the program unfairly. This

was because the beneficiaries needed to
produce the cards in order to receive the
payments and missing 3 consecutive cycles

i.e. 6 months, led to automatic removal

from the program by the MlS. Delays in
card replacement were caused by delay in

printing of the cards by PSP while delay in

delivery was caused by lack of mobilization
by the DSDO's to inform the beneficiaries
that their cards were ready for collection.

d) Enrolled beneficiaries were not issued

with biometric Payment cards: The

Payment Service Provider had a special

obligation to biometrically register all the
enrolled OPCT beneficiaries and provide

them with payment cards. Biometric
payment cards were to be delivered to
beneficiaries by the PSP within 6o days

on receipt of beneficiaries' list from the
program headquarters. The PSP agency

agreement provides for a penalty of Kshs

5o for each delayed card of two months.
As at December zot5, the audit established

that a total of z6,5tl beneficiaries haci

not been issued with the biometric cards

though they were enrolled in April zot5.

Analysis of OPCT payrolls irr the sarnpled

eleven PSP branches established that
a total of 2,414 beneficiaries rvcre still

urrcarded and therefore cor-rid lrot access

their cash transfers as sl.town in Table l4 .

Table t4: No. of uncarded beneficiaries per pay point

Source; OAC anolYsis P5P ocuments

e) Faulty Payment Cards due to finger
prints: Beneficiaries who are enrolled
into the OPCT Programme are provided
with biometric payment cards which are

accessed through finger prints which
contain beneficiary's necessary details'
These cards are printed, distributed and

activated by the PSP monthly. The audit
found that 1o% of the faulty biometric
payment cards were due to failure of
the beneficiary fingerprints not being
recognized as a verification system during
payments. Finger print failures sometimes
related to beneficiaries having very old or
worn-down finger pads' The KCB agency

agreement states that the PSP should

replace and deliver to the beneficiary
biometric payment cards, within thirty
days on receipt of notification of faulty
cards the PSP and imposes a penalty of
Kshs 5o per delayed card per two months.

The audit found that some beneficiaries
were issued with faulty cards at the
registration stage resulting to them not
being able to access their cash transfers.
Analysis of payrolls from tt KCB branches

showed that a total of t,963 beneficiaries
representing an average of 1o percent
of the total ber.reficiar;u population,as
shown in Table 15, had problems with their
biometric payinent cards dr-rc tr.l finger

1:ritrts.

T iltle t 5: Bioit rc tr.rc Ir]r': i -<'.'ii,' : rirq:r' ;'i irl i i', ii-lil5

1/

No. of
Uncarded
Beneficia-
ries

Sub - County/
Pay - Point

County

124Kasarani

165Jogoo Road

Nairobi

zz6Kiambu

266Thika

15)Kikuyu

Kiambu

Nyeri T6Nyeri

58KibweziMakueni

83ChangamweiVlombasa

345Kilifi

47Mtwapa

348

Kilifi

Malindi

29)KwaleKwale

21444Total



Pay - Point Total BPC

Issued
No. of
Faulty BPC

Percentage

Kasarani 1321 19 t%

Jogoo Road 969 rr8 127

Kiambu 't341 37 3%

Thika 1254 l8 )/"
Kikuyu 1489 34 2%

Nyeri 189i 99 5%

Kibwezi 592 83 14%

Changam-
WE

1155 18 1o/

Kilifi 3724 506 14%

Malindi 29o1 6lg zz%

Kwale 3071 325 tl%

Total 197to 11963 to%

transfer programmes. The manual did not
include the functions of the Authority in the
OPCT's operational activities. The National
Social Assistance Authority has not yet been
established.

Source: OAC 5 KCB

0 Uncarded beneficiaries. By December zor5,
the PSp had not yet issued biometric cards
to 26,511 beneficiaries. By then the pSp
had paid a total of three cycles amounting
to Kshs 16,ooo per beneficiary and these
unpaid amounts had not been returned
back to the exchequer even after their
reconciliation. Therefore, an approximate
amount of Kshs 4z4,t76,ooo had not been
collected by these beneficiaries. This posed
the risk of loss of the programme funds in
event that the uncollected cards are used
to enroll underserving beneficiaries into
the program.

Ministry's operational manual did not include
provisions legislated by parliament

4.21 ln u5 January 2c13 parliament enacted the
Social Assistance Act 2o13 that established
an Authority to be known as the National
Social Assistance Authority. The functions of
the Authority as stated in the Act included
to identify and provide social assistance to
persons in need of social assistance; advise the
Minister responsible for matters relating to
social development on the national policy to
be adopted with regard to provision of social
assistance; formulate and enforce standards for
the conduct of social assistance programmes,
develop, maintain and operate a national social
assistance information management system
and develop guidelines for implementation and
monitoring and evaluation of social assistance
programmes among others.

4.2) ln iVlay 2oil the A4inistry was given the mandate
of social crssistance programs. ln June 2o11, the
tVlinisti-yr developecl a cash transfer operations
irai.Lt.tl r-lesignecl lO help ir.t.rn(t.le the c.tsh
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5.1

5.2

5.3

Chapter 5
5.0 Conclusions

The programme has indeed made some

remarkable achievements such as improved
household food security, access to basic health
care, increased self-esteem and dignityfor the

beneficiaries and stimulation to establishment
of small scale income generating initiatives. The

Ministry can manage the OPCT programme in
a more effective way to ensure that it meets

its intended obiective of providing regular and

predictable cash transfers that contribute to
poverty reduction in households containing

older people

As at 2016, the OPCT programme was operating
in all constituencies; however, due to funding
constraints coverage was not universal hence

not all deserving people are enrolled in the
program. Unpaid f unds of almost Kshs o'3 billion
every two months were kept at a designated

account by the PSP which is an opportunity loss

of cash transfer benefits to almost 60,oo0 extra

older persons.

The OPCT beneficiary households face a number

service delivery challenges' These challenges

have a negative effect on the quality and

effectiveness of the Older Persons Cash Transf er

Programme. The programme elements are not
being implemented in a timely manner and

service delivery to the OPCT beneficiaries was

not adequate. The irregular and unpredictable
payments is a major problem that affected
perf ormance of the Older Persons Cash

Transfer programme. Delayed payments have a

negative impact on the wellbeing and livelihood
strategies of beneficiaries, threatening their
achievements, undermining social saf ety

net functions and, in some cases, worsening
the economic security of these households.

Breaches to the beneficiaries by the payment

service provider were never compensated and

beneficiaries continued to travel inordinately
long distances to pay points, had faulty
biometric payment cards experienced delays in

replacement of cards. These challenges could

easily have been resolved by having a mobile

bank paying services to the beneficiaries'

Chapter 6

6.0 Recommendations

6.t ln view of the findings and conclusions of
the audit, the Auditor-Ceneral, proposes the
fol Iowing recommendations for implementation
by the Ministry of East African Community,

Labour and Social Protection:

To ensure that targeting and enrolment is

conducted in a more effective manner:

i) Ensure that stipulated targeting period is

adhered to and vast counties and counties

targeting a large number of beneficiaries

are allocated sufficient resources

ii) Ensure that replacement of beneficiaries is

done as per laid down Procedures

iii) eut in place additional controls aimed at
avoiding enrollment of persons outside
the target grouP

To improve payments service delivery to OPCT

beneficiaries:

i) Carry out a review of the payment process

to identify maior bottlenecks in releasing

PaYments on time

ii) lmprove the process for notifying
beneficiaries on payment dates or of
delays in order to enable them plan and

minimize potential negative effects and to
minimize the costs associated with unpaid

beneficiaries

iii) fnforce the stringent timelines that are

given in the operational manual and make

the requisition of funds from National

Treasury earlier before months of payment

iv) Ensure that there is an adequate system to
ensure that unpaid funds are all accounted

for
v) Put in place controls to ensure funds are

requested on time to allow for timely
payments to benefi ciaries

vi) Have regular reconciliations to avoid

overpaYment of commissions

To improve timeliness and accuracy of MIS update:

i) Carry out adequate and regular follow up

on beneficiaries'eligibility status to the
program, reasons for non-collection of
paynrents etc.

ii) Flave a rrore efTective way of getting
inforr.rration and updates of beneficiaries'
stat'-ls,rissue5 th3{ r,rrill inforrn th-^ [4 lS ancl

rt i-h e r l<,:v l)rr,) Ir- I rI r I eci s itl ir i.t..r a l<i r' cl.
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iii) ffre County/Sub-county coordinators
should liaise with ex- officials quarterly to
visit households for information purposes
to update the payroll to capture beneficiary
deaths in their location in order to minimize
delay in update of dead beneficiaries.

To improve efficiencies in service delivery by the
Payment Service provider:

i) Develop special service delivery charter
for the payment service provider detailing
standards and timelines for delivery of
cash transfer activities and processes

ii) Establish mechanisms for monitoring,
evaluating and reporting on performance
of the PSp against the standards on a
regular basis.

iii) Monitorand enforce breaches on minimum
service delivery agency agreement with
KCB for all the already paid cycles

iv) Address delays in provision of services by
the pSp,

V) lmplement an integrated management
information system that collects, records,
stores, processes and shares information
in support of all operational functions/
processes and complaints mechanism
between the program headquarters, KCB
and field ofFcers at the county and sub _
county levels.

vi) Ensure that the pSp at the County level
liaises closely with the OpCT County
coordinator to help in mobilizing the
beneficiaries when the cards are ready for
collection at the pay point and reduce the
unnecessary delays.

To have a more effective implementation of the
OPCT programme:

i) fmphasize on a continuous engagement
between County/Sub-County levels and
locational levels to identify changes
required

ii) Conduct in-depth investigations on unpaid
arrears due to insufficient update of
payrolls to ascertain amounts involved
and its whereabouts

iii) Compensate beneficiaries as required
based on breaches of payments and
unpaid arrears

L\)



I

Annexures' Anlie'iulrdi: ilp-tiate/Eoll over of Arrears by PcK and KCB

ROLL OVER OF ARREARS -KCB
ROLL OVER OF ARREARS -PCK

No of
Ben-
with
Ar-
rears

No. of
Ben.
Ar-
rears
Up-
dated

Arrears
Rolled
Over

Cycle
rears
Total Ar-No of

Ben-
with
Ar-
rears

No.
Ben.
Ar-
rears
Up-
dated

Ar-
rears
Rolled
Over

County Cycles Total Ar-
rears/
Cycle/
Sub-Coun-
ty

88 209 18j 882,912,OOO z,576,oooo o May/Jun

J ul/Aug
201 5

216,ooo o5"P/
Dect4-
Janl
Aprt 5

130 141 921,644,ooo 93o J a n/Apr-
uay/
Junzot 5

1,5z8,ooo10 o8o,ooo o

t.Nairobi

sup/
Dect4-
Janl
Aprt 5

174 912,24O,OOO 86 159z,6t 6,ooo9 o o M.y/
JunJul/
Aug
2o1 5

o o

Se
Dec

Jul/Aug-
PI
4

96,ooo

rz6 o oo oJul/Aug-
seP/
Dect4

754,ooo

z,.Kiambu

9999 264 t-62z,644,ooo 2,62o,oooo o MaY/
Jun-Juli
AUg
2015

o o )5Jul/
Octt3-
Nov/
Mart4

34O,OOO3.Nyeri

91 47 44 945O4,OOO3) MaY/
Jun-Jul/
Aug
2o15

556,ooo33 2 66o,ooo 2O,OOOFeb/
Jun-Jul/
Aug14

)36 66o,ooo 100

4.Makue-
ni

N ovt 3/
M a r14-
Apr/
Junt4

6o,ooo

9796 462 4506,6)4,ooo 6,384,0oo1 100 M a

Jun-J
Au
2015

vl
ul/

d

4,ooo 100Nov/
Dectz-
Janl
Aprlt 3

4,ooo

o N/A oN/A N/Asup/
Dect4-
)anl
Ap115

o

Nov/
Dect3-
Jan/
Aprlt4

o o

N/AN/A o N/Ao N/A

5.Kwale

Jul/Aug-
Sep/
Decr 4

421 995,94o,ooo 98 4266,o52, oooo )9 oo5.Kilifi 5ep/
Dect4-
)anl
Apr 5

zB8,ooo

87 roB 94 878 64,0o o 752,o0oo o J a n/Ap r-
lvl ay/
Jurrzot5

o j8s"p/
Dect4-
Jarr/
Api-t 5

152,OOO o7.Mom-
basa

989' t 8o5 1769t3,796,ooo zz,66o,ooo1l 584,ooo 5 2.681,85o,oooTotal I
Summary

ed zc tz/zoil iJ 2o15or-.li'ce: Arralysis sam

2)

5/t5 OPC-i Payro



Audit Findings Responses from Management Auditors Comments

The OPCT program coverage has in-
creased over the years

OPCT program has seen the number of
beneficiaries rise from zoo in zooTlzoog
to Jio in zot5lzot6 and the disbursement
increase from Kshs 2.4 billion in zooTlog
to Kshs 7.3 billion in >ol5lt6. OpCT now
covers all the 47 counties. The Ministry
has 3 year expansion plan for zot4lzot5 lo
zot6lzotT

There is a three year expansion plan
agreed between the Covernment
of Kenya and World Bank as a na-
tional safety net programme that
ends in zor8.

The expansion plan provided
by the Ministry was developed
in July zot4 f or financial years
zot 4l zot5 to zot6 | zot7.

Targeting and Enrolment

a) Delay in Targeting Activities
The duration of time to be taken for tar-
Seting and enrolment into the program
should b" 9+ days. However, there-was
a delay of between 4o and 57 days above
the stipulated targeting period in five sam_
pled counties as at z9 January zor6 which

:nealt that the program was not meeting
its objective of regular and predictabli
payments

Actualizing targeting and enrol-
ment is subject to availability of
funds which is dependent on pro-
cessing of Authority to lncur Expen-
diture. Targeting is moving from
rnanual to electronic which shall be
fa ster.

The Ministry agrees with the
audit finding that there are
delays in the targeting and
enrolment processes and is in
the process of addressing the
problem.

b) Replacement of beneficiaries exited
through death did not follow laid
procedures.

The objective is to contribute to poverty
reduction in households containing older
people through the provision of regular
and predictable cash transfer. During field
visits to the beneficiaries the audit found
that there were dependents that were au-
tomatically enrolled upon death of a ben-
eficiary.

Replacement of beneficiaries exit-
ed through death followed the laid
down procedures for targeting and
if in the deceased,s household the
conditions have not improved, the
household is subjected to retarget-
ing alongside any other potential
household. The focus still remains
poverty and categorical vulnerabil-
ity among others.

Replacement of beneficiaries
exited through death was not
done consistently as per the
stated laid down procedures
for targeting. ln some cases
deceased's household was
not subjected to retarget-
ing alongside other potential
households but instead the
surviving spouse was directly
enrolled in some areas. Thus
the finding remains as report-
ed.

c) Targeting and Enrollment of persons
outside the target group

The OPCT programme focuses on pro-
viding cash transfers to poor households
who have at least one member above the
age of 65 years. During field visits the audit
found instances where persons below the
age of 65 years and households that were
not poor benefited from the program.

When the programme was being
piloted, the focus was on vulnera-
bility and poverty of the household.
The age factor was introduced later.
This way a few deserving but below
age may have been introdurced in
the programme. ln order to address
this, the Department has conduct
ed a recertification exercise where
r-indescrving people .tre removed
fronr thc proqranrrre ancJ repl.rceci
vi,ith tlrc cJcserving cncs.

The Ministry agrees with the
finding that there were house-
holds which do not meet the
eligibility criteria benefitting
from the programme ancl is in
the process of addressing the
problem.

I

Annexure z: Responce on Audit Findings by the Ministry of East African community, Labour and socialProtection - State Department for Soctal protection
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Payments to OPCT beneficiaries

a) lncreasing uncollected amounts by the
beneficiaries

Analysis of the OPCT payments reports, revealed
that the rate of unpaid beneficiaries/amounts had

been relatively increasing as more beneficiaries are

enrolled to the program. This was due to failure to
detect beneficiary finger prints, mis-routed cards,
having deceased beneficiaries still in the payroll and

long distance to the pay point were among reasons
for non-collection of payments.

No response from the
Ministry

The finding remains as reported

b) Commission on unpaid beneficiaries

Amounts associated with unpaid beneficiaries' bur-
den the program and country on social economic
costs. The PSP collects z% commission based on the
total amount disbursed to its account by the Minis-
try. When a beneficiary misses a payment and the
f unds are rolled over to the next payment cycle, PSP

gets double commission when the arrears are paid.

The z% commission that
the PSP get as per the
contract/ agreement
has been a contentious
issue. The matter was
referred to the Attor-
ney Ceneral for an advi-
sory opinion and the AC

did confirm that indeed
the z% commission pay-

able to the PSP is legal.

The Ministry agrees with the au-

dit finding.

c) Overpaid bank commissions

Overpaid bank commissions to the P5P. Analysis of
the z% commission paid to the payment service pro-
vider (PSP) showed that the PSP had been overpaid
in the January to April 2o15 payment cycle. The PSP

received Kshs. t,z84,z64,ooo from the I\4inistry pay-

able to the beneficiaries and paid Kshs. 31,117,29o
as commission instead of Kshs. 25,685,28o repre-
senting an overpayment of commission by Kshs.

5,432,O1O.

The recovery should
not be expected in view
of the AC's advisory
mentioned above

The overpaid bank commissions
are for a specific payment cycle
and in contravention of the con-
tract and should be recovered
by the Ministry as soon as Pos-
sible.

d) Delays in payments to beneficiaries

Payments are to be made to beneficiaries on a bi-

monthly basis. Out of the zt payment cycles anal-

ysed, only J were made within the stipulated time-
lines. Delay in payments to the beneficiaries was
caused by three key factors: late requisition of funds
by the Ministry, late disbursement of funds by the
Nationai Treasury and delay in payment by the pay-

ment service provider.

ln zot4lzot5,5o% of the disbursement request by the
lVlinistry were done long after the planned payment
dates had elapsed

There were delays in

the release of the ex-
chequers during that
time.

This is occasioned by
delays in payments and
receipts of reconcilia-
tions from PSP.

The /Vlinistry agrees with the
finding that there were delays in
payments to benefi ciaries.

Existence of Dead Beneficiaries in the Payroll

2J
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the Management lnformation System (M lS) from the
time the county/sub-county coordinator submits the
forms up to the replacement of a new beneficiary.
Analysis of seven sub counties revealed that it took
between two and a half and z3 months to remove
dead beneficiaries from the MlS. This led to the ben_
eficiaries who were in the waiting list not being en_
rolled into the program.

ould take 13 days to update dead beneficiaries inIt sh The programme re-
quires that information
on any deceased ben-
eficiaries be support-
ed by documentation
such as burial permit.
Communication on
this takes time to be
submitted to the head-
quarters.

Some caregivers of de-
ceased households do
not give reports of a

beneficiary's death to
continue benefitting
themselves.

The programme has
strengthened the Ben-
eficiary Welfare Com-
mittees and also using
the local administra-
tion to ensure prompt
reporting of deaths. A
functional grievance
and case management
mechanism has been

tn lace

The Ministry concur with the
finding that there were delays
in removing dead beneficiaries
from the payroll. Even though
they have tried to improve the
situation by strengthening the
Beneficiary Welfare Commit-
tee, more needs to be done to
improve transparency of the
deceased's household and the
BWCs.

Roll over of OPCT beneficiary arrears
Payments that are not collected during a payment
transfer cycle should to be rolled oveito the next
cycle so that beneficiaries can collect cumulative
payments

KCB as a PSP had a more timely and accurate roll-
over of arrears.

Analysis of January to August zor5 payrolls for the
seven counties sampled revealed that there was a
rate of over 9o% of beneficiaries, rollover of arrears.
The rollover of the remaining ro% arrears could not
be adequately established since these beneficiaries
details could not be found in the succeeding pay_
rolls.

Beneficiary Arrears were at times not rolled over by
the PCK

It was discovered that only 5% (Kshs.g4, ooo) of the
beneficiaries' total arrears of Kshs.r, g5o,ooo were
rolled over to the next cycle when pCK was the pSp.

There is an outstanding
arrears of Kshs. r69.3
Million with postal
Corporation of Kenya
which is a previous pSp.

The Ministry agrees with the
finding. The Ministry provided
correspondence with pCK show-
ing Kshs. 2.45,5ot,48o which was
uncollected by the beneficia-
ries for three cash transfer pro-
grammes as at December zor4
which PCK was yet to refund to
the Ministry. Kshs. i45,8Jg,ooo
were arrears for the OpCT pro-
gramme.

The Ministry has since then
sourced for another pSp who
has improved on rolling over un-
collected payments but can still
do better.
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did not notify the PSP on Minimum service level not adhered toThe Min
No correspondence between
the Ministry and the PSP has

been provided to the auditor of
any notifications by the Minis-
try.

PSP is occasionally re-
minded of the adher-
ence to the Service Lev-

el Agreement during
and after every pay-

ments.

Penalties were only to be charged after the PSP had

been notified and given a chance to review the re-

port and respond to the service level issue. The audit
found that the Ministry was not effectively following
up on breaches on the minimum service level agree-

ment.

Ministry's o manualdid not include provisions by Parliament

The Ministry agrees with the
finding.

The National Social As-

sistance was never oP-

erationalized thus the
authority not in Place.

On z5 January zol3 Parliament enacted the Social

Assistance Act 2o13 that established the National
Social Assistance Authority. ln June 2o13 the Minis-

try developed a cash transfer operations manual de-

signed to help manage the cash transfer programs
for older persons, persons with severe disability and

urban food subsidy efiectively. The Ministry's cash

transfer manual did not include the functions of the
Authority in the OPCT's operational activities. The

National Social Assistance Authority has not been

o rational zed.

Conclusions
No response from the I\4inistrYThe Ministry can manage the OPCT Programme

in a more effective way to ensure that it meets
its intended obiective of providing regular and

predictable cash transfers that contribute to pover-

ty reduction in households containing older people.

The OPCT beneficiary households face a number
service delivery challenges which have a negative
efiect on the quality and effectiveness of the OPCT

Program.

The program elements are not being implemented
in a timely manner and service delivery to the OPCT

beneficiaries was not adequate. The irregular and

unpredictable payment is a maior problem that af-

fected performance of the OPCT program. Delayed
payments have a negative impact on the wellbeing
and livelihood strategies of beneficiaries, threaten-
ing their achievements, undermining social safety

net functions and in some cases, worsening the eco-

nomic security of these households. Breaches to the
beneficiaries by the payment service provider were
never compensated and beneficiaries continued to
travel inordinately long distances to pay points, had

faulty biometric payment cards experienced delays

in replacement of cards.
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