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The Govemmenl ol Kenya lliough fhe Pa ianEnlary SeNice Commission (PSC), independenl auditots' rcpod lor
The Oflico ol The Audilot Geoenl (OAG) / Kenya Nalional Auclil Otlice (KENAO) lor the period beginning ft July 2011
to 3d' June 2012

Executlve summary

Background ol the Olfice or lhe Auditor General and The Kenya National Audit Oflice

The Oflice ol Auditor Gcneral (OAG) in Kenya is an independent constitutional oflice and is the
Country's Supreme Audit lnstitulion (SAl). The OAG is a conslitutional otlice established under the
Laws ol Kenya and it draws its mandate lrom the Constitution ol Kenya,20'10. The Office is
established under Chapter 12, Pad 6, and Article 229 ol the Constitution of Kenya and is one ol
the independent oilices as established by the Constitulion. Tho OAG is headed by the Auditor-
General (AG),,yho is appointed by the Presidenl afler approved by the National Assembly. lt is not
subject to direction or control by any person or authority.

The Auditor General (AG) and lhe Oflice ol the Auditor General (OAG) is enshrined in lhe
Constitution of Kenya 2010 and the Public Audit Act 2003. Anicle 229 (4), of the Constitution of
Kenya 2010 outlines the mandate ol the Otlice of the Auditor Genelal (OAG). lt stipulates that the
Auditor General (AG) shall audit and report, in respect ol that tinancial year, on the accounts of:-

. The National and County governmentsi

. All funds and authorities ol the Nationaland County governments;

. All courts;

. Every commission and independent oflice established by the Constitution;

. The National Assembly, the Senate and the counly assemblies;

. Political parties iunded from public lunds;

. The public debt; and

. Any other enlity lhat legislation requires the Auditor'Genoral to audit.

The core mandate is to carry out audits and report to Parliament and the relevant Country
Assemblies within statutory timelines. lt includes carrying out performance audits in addition to
audit ol accounts relerred to above under Article 22S (4) of the Constitulion of Kenya 2010.

The Auditor General is required to audil and report on all the accounts of any entity that is funded
lrom public funds.

.r.,. r irl r lrl ' Publc Accounlanls Narrobr - ll9ny Page 3



The Governrnenl ol Kenya lhrcugh The Pa ianlenlary SeNice Commtssion (PSC), independent auditots' rcpoi lor
Th€, Ollico ol The Audtor Gcnaal |OAG) / Kenya Nalional ALtdil Ollice (KENAO) lot the petiod beginning ft July 20t 1

to sdh J ne 2012

Oblectives and scope ol the audit

Obiectives

The objective of lhe assignment is to carry out the annual audit ol Office of Auditor General (OAG)
for the years ended 30"'Junc 2012 and to:

i. Ensure that thc audits are in accordance with the lnternational Standards on Auditing
(rsA)

ii. Check whether the financial slatemenls have been prepared in accordance wilh lhe
Governmenl Financial Regulations and Procedures.

iii. Express a professional opinion on the Auditor General's Otfice on the linancial position al
the end of each financial year and on funds received and expendilures incurred lor the
relevant accounting period.

iv. Prepare an audit report in line with pertinent conslitutional provisions by Parliament.

v. To carry out the audit in accordance with The lnternational Standards on Auditing (lSA)
and as per the provisions ol tho provisions of The lntemational Federation oI Accountants
(tFAC).

vi. Undertake internal controls testing to ensure lhat all funds received are used as per its
purpose.

vii. Conduct lhorough internal controls systems (lCS) testing to ensure that conlrols are
existing and are used effectively.

viii. Conduct tests to ensure that books of account are kept as per The Government of Kenya
(GoK) Financial Flegulations and are consistent with the statements ol assets and
liabilities and the Appropriations In Aid (AlA) accounts.

ix. Conduct an exhaustive review of the inlernal control system to have sutficient knowledge
procedures underpinning the systems, as contained in the various manuals oI ptocedures
or Governmont Guidelines and agreements signed by GoK.

x. Report the audit findings in a management letter.

Nai(rbi . Kcnya ir:rg:.



fhe Govenment ol KeDya thraugtt fhe Paiiamenlary SeNrce Commission IPSC), ndependent audilors'repod lot
The Office ol The ALtditor Genercl (OAG) / Kenya Nalionat Audit Ollice (KENAO) fot the period beginning le July 2011
lo 3dh June 2ol2

Scope

The scope oI the audit assignment was lo ensure thal;

i. All necessary supporting documents, records and accounts have been kept in respect of
all project activitics with clear linkages between the books of account and reports to
ensure lhat KENAO has maintained adequale supporting documentation to support claims
for reimbursemcnt of exponditures incurred.

ii. Goods and works services financed have been procured in accordance with the financing
agreements including specilic provisions ol Government of Kenya Procurement Policies
and Procedures

iii. All necessary supporling docum€nts, records and accounts have been maintained in
respect of all activities, including €xpendituros reported using financial statements and to
v€rily that respective reports issued during the period were in agreement with the
underlying books ol account.

iv. National laws and regulations have been complied with and that the financial and
accountinq procedures (Government Financial Regulations and procedures) were
lollowed.

v. Financial perlormance of lhe Office ol The Auditor General is satislactory.

vi. Assets procured lrom funds disbursed to the Oflice exist and there is veriliable ownership
by the Otlice of the Auditor General or beneliciaries in line with financing agreements.

vii. The OAG procedures and sound and adequate and consistenl wilh the normal course of
oPerations.

ln order to execute ils mandate, the OAG receives lunding from the GoK through the Flecurrenl
Exchequer receipts, Appropriations ln Aid (AlA) and other miscellaneous receipts trom sale ol
tender documents or sale oI assets. The OAG had approved estimate net of supplementary
budget ol Kshs.86'1 ,794,855, Kshs. 207,331,'15'1 and Kshs.351,533,994 in the respeclive
expenditure vole heads of 280101 Central Government, vote 280102 Local Government and vote
280202 Statutory Boards and Corporations i.e. a lotal approved estimate amount of
Kshs.'1,420,660,0b0 for the year beginning '1'' July 2011 to 3o'h June 2012. The total gross
expenditures under the three vote heads during the year amounted lo Kshs.1, 340,'148,583. The
OAG currently uses the IFMIS accounting sottware on a cash basis as recommended by The
Treasury but is in the process of changing lo accruals basis lnternalional Public Sector Accounting
Slandards (ISAS). A dralt lorm of the IPSAS accruals based linancial statements for the year
ended 3Oh June 2012 was provided to us at the end of our audii.

This reporl relates to the audit ol the period lrom 1" July 2o1t to 3oIh June 2012 lor the
Kenya National Audit Otfice.

i
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Report on the statements of assets and liabilities and the Appropriations ln Aid Accounts

We have audited the accompanying Statement of Assets and liabilities and the Appropriation ln
Aid accounts of the OAG in accordance with the terms of reference and lhe requrrements of Artrcle
226 (4) of the Constitution of Kenya 201O for the period from 1'r July 201 I to 30th June 2012 The
Slatement of Assets and Liabilities and the Appropriation ln Aid are prepared by the OAG on cash
basis and does not provide any further details on receipts and expenditure activities either earned
but not yet received or incurred but not yet paid Expenses are recognized when paid rather than
when incurred.

INDEPENDENT AUDITOR'S REPORT

Respectlve responsibility of the OAG and the auditors

The statement of assets and Liabilities and the Appropriations ln Aid are the responsibility of the
OAG. The Of1ice of The OAG is responsible for the preparation and fair presentation of these
Statement ot Assets and Liabilitres and The Appropriations Account in accordance with
lnternational Financial Reporting Standards and the requirements oi the Constitution of Kenya
2010. This responsibility includesr designing, implementing and maintaining internal control
relevant to the preparalion and farr presentation of Statements of Assets and Liabilities that are
free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies, and making accounting eslimates that are reasonable in the circumstances.
Our responsibility is to express an independent opinion on the Statement of Assets and Liabilities
and the Appropriation ln Aid based on our audit.

We conducted our audii in accordance with the lnternational Slandards on Auditing (lSA's). These
standards require that we plan and perform the audit to obtarn reasonable assurance that the
Statements of Assets and Liabilities and the Appropriation ln Aid are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Statements of Assets and Liabilitres and the Appropriation ln Aid. The
procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstaternent of the Statements of Assets and Liabilities and the Appropriation ln Aid,
whether due to fraud or error.

ln making those risk assessments, the auditor considers internal controls relevant to the OAG
preparation and fair presentalion of the Statements ol Assets and Liabilities and the Appropriation
ln Aid in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the etfectiveness of its internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the OAG as well as evalualing ihe overall presentation of the Statements oI
Assets and Liabilities.

We beleve that our audit provides a reasonable basis for our opinion We have highlighted our
audit Findings and Recommendations in Section 4 of this Report

,' cnr Fi.id. V .?50 )Ba.Oi 371. t
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Emphasis of matter

Our audil involved a review of transactrons for the OAG for the period {rom 1't July 2011 to 30rh

June 2012 with a summary of findings attached in section 1

We noted a suspense account balance of Kshs 21, 456,538 as detailed in finding number 1. The
existence of a suspense account presents significant doubt on the correctness of the assets and
liabilities for the years 201 1 I 2012 and prior years The opening balances and comparative figures
were obtained from the statements of assets and liabilities were not audited by us.

Opinion

ln our opinion, except for the possible etfect of the matter described in the emphasis of matter
paragraph, the Statements of Assets and Liabilities presents fairly, in all material respects, the
funds received from the Government (Treasury) through lhe Exchequer issues, Appropriations ln
Ard and miscellaneous receipts and the expenses incurred by the OAG during the period under
audrt from 1'' Juty 201'1 to 30'n June 2012 in accordance with Public Audit Act 2003, Public
Financial Management Act (PFMA) and The Constitution of Kenya 2010.

This report is solely, int ded for the information and use by The Office of The Auditor General
(Keny lAudit ) and Parliamentary Service Commission

CPA Madhav a nda ri

Practicing Certificate No. 2603

Baker Tilly Merali's

Certified Public Accountants

Date: . rtl-
1il I r\
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nmary of Findings

rdance with our terms of reference, we present our audit findings as summarised below.
ol these audit findings are contained in section 4 ot this report. The audit ,indings have
nked as high, medium or low using the criteria described below:

iicates a weakness we consider high risk and is critical. Management should pay particular
n to this area to ensure that the weakness is given high priority to be addressed and
d as soon as possible.

n

dicates a medium level of risk, where we felt there is some scope of a material
ement ln this area and thereiore the responsible staff should review it carefully.

)akness in this area is regarded as having a low level of risk. Whilst not critical, the
sible staif should be aware of this weakness and monitor it to ensure it does not become
,l or high risk.
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The Gavernment ol Kenya tllrough The Patliamentary SeNice Comtnissian (PSC), hdependent audilo6, repod fot

i:3f^rJ:"2:,r:J2*, 
tot Generat (oAG) / Kenya Nationat Audit office (KENA?) rot the peiod besinnins ft Juty 2011

Find ing
N".

Titlc Flan king Entity
Comments

1 lligh

2

Unresolved suspense account balance in the linancial
statements

lligh

3 Staif imprest balance include irrecoverable amounts High

4 Beporting systems finding - lncomplete statements of
assets and liabilities

H igh

5 Transactions Posted on wrong Budget lines H igh

(l I\/lulliple expenditure on fuel High

7 lnappropriate lleet management and adherence to
Procurement rules

Hlgh

B Non-compliance with Procu rement guidelines H iqh

Non-compliance with Government Fegulations and
Procedures relating to temporary imprest

H iqh

10 Reporting systems linding
receivables

lnadequate recording ol H igh

11 Unsupported / inadequately supported payments High

12 Weaknesses noted in the internal audit department H igh

Asset registers not in agreemenl with the physically
verified assets.

High13

lncomplete asset registers in the Central / Nyeri hub
otfices

McdiLrm

t5 Organisation assets were not tagged H igh

t6 High

17

tc

2A

21

lncorrectly calculated staft PAYE

lnconsistency in Taxi Charges / transport reimbursement
claims paid

Excessive cash purchase of Iuel

lnadequate Suppod procurement transactions

Late applications ior lcave

22 fVovement of assets not recorcled

23 lnadcquacies in stali manaqement

l\/ediLrm

High

Higlr

High

i\4edium

lVeclirrrn

Baker filly i\,4eralis Cerlif ,-.d P,.ib ic /\.co!ntant!i

lVediLrm

Page I
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Shortcomings of IFN/llS accounling system and cash
book

Expenditure completely not supporled.



The Gavenment ot' Kenya thrcugh The Pattiamenlary SeNice Commission (PSC), independenl audilors', repan lar
The Affice d The Auditot Generat (OAG) / Kanya National At tdit Office (KENAO,I lot lhe pcriod beginning l" .lrly 20 1 1

to 3d June 2012

2. The OAG accounting, internal controls and linancial rePorting arrangements

Accounting

The OAG uses The Government Accounting arrangement run under the IFMIS system in which

the receipts and expenditure activities of the oAG are maintained. The following key accounts are

maintained in the Stalements of Assets and Liabilities;

(i). The Recurrent Exchequer.

This Becurrent Exchequer represents the budgeted amounts receipts net oi supplementary
budgels; the amounts received through the Exchequer issues and budgeted Appropriations ln Aid.

The nel amount represenls lhe amounts due from the Treasury to the OAG hence shown as an

asset in the Slatement of Assets and Liabilities.

(ii). The General Accounl of Vote (GAV).

The General Account oi Vote (GAV) represenls surplus of gross approved expenditure estimales
and actual gross expenditure. The approved expenditure estimates are usually less tllan the actual

expenditure. surpluses or deficiencies in Appropriations ln Aid accounts are also either added or

deductad from the GAV account.

(iii). Remittance to the Exchequer

This account represents the Appropriations ln Aid received and the Applied (utilised)

Appropriations ln Aid. The llalance is payable separately to the Exchequer'

The ditference between the Recurrent Exchequer and The General Account o.f Vote is payable to
the Exchequer if the General Account of vote balance is greater than the Recurrent Exchequer

and clalmable from the Exchequer if the Flecurrent Exchequer is greater than the General Account
of Vote.

lnternal Control Systems (lCS)

The oAG has a budgetary system in which the budgeting process begins from the individual statf
(requisitions) which are then combined to form a department budget. The various department
budgets are then combined to form the organisational budget in this purely bottom-up budgetary
process. we noted that all payments ior expenses or procurement of goods and seryices were

only done alter the necessary approvals were obtained as per lhe OAG organogram which

embrased proper segragation controls. Moreover, general compliance with policies, laws,

regulations and procedures were noted and the oAG staff had clearly delined duties and

responsibilities in their letters of appointmenl

Financial reporting

The organisation maintained a cash book, cash account and general ledger run under the IFMIS

softwaie on a cash basis in which the OAG staff has the ability to post transactions but have no

ability to amend / change transactions once posted. while this can be credited as a conlrol
mechanism in the system, it impaired the oAG stafi data processing and reporting abilities. The

cash basis system of reporting excluded a number of key statements of rinancial position /
stalements oi assels and liabilities items such as non-current assets, stores / inventory items,

receivables and more lundamentally disclosed the closing bank balance at Kshs.'197,099,229

instead of the correct / reconciled balance of Kshs. 6,159,633. We were informed that the bank

balance ot Kshs.197,099,229 is a cumulative balance of current and prior year balances We

based our audit on the manual / reconciled cash book after comparing and agreeing the revenue

and receipts in the manual cash book to the entries in the Appropriations account.

We commenced our audit ficld wotk on 22nd April 2013 and concludeci on 22nd July 2013. We mct
with the oAG staff on several occasiot]s to resolve audit queries and preparcd a reporl in octotlcl
2013. The OAG prepared and presenled an IPSAS accruals based tinancial statements on 9"
October 20i3.The IPSAS accruals based financial statements ditfered wi'th the lFN.4lS cash based

Appropriations / expenditure accounts audited by us on a number ot budget lines witll all overall
gross expenditure ditterence as shown below:

Baker ]'illy lvleralis Certill?d Prrblic Accounlants Nlairobi Kenya Irr '



The Government ol Kenya thraLlgh The Pa iamenlary SeNice Comfiissian (PSC), independent aucJitarc' repotl fot
fhc Oflice of fhe Auditor General (OAG) / Kenya Natiotlal Audit Ofiice (KENAO) fot the peiod beginning ft Juty 20t 1

to 3dh June 2012

Kshs

Gross expenditures as per the IPSAS accruals based linancial
statements

1 ,373,1 83,484

Gross expenditures as per the IFMIS cash based Appropriations
accou nt

1 ,340,148,568

Diflerence 33,034,S16

The diFference of Kshs. 33,034,916 was not supportcd / reconciled with a possible accruals in the
IPSAS accruals based financial statements which did not show current or long term liabilities
instead ol the current liability (provision) for audit lees of Kshs.5,524,920 and retention money of
Kshs.50,516. ConseqLrently we could not base our report for the year 2011 I 2012 on the IFMIS
accruals based financial statements and highlighl again that this was provided after our auclit.

Nlarrobi ' Kcnra :'.r(lr I l



The Govenmenl ol Kenya lhrclgh The Parlianenlary SeNice Confiission (PSC), independent audilots' rcpon lor
TI:€ OfiDe ol The Audilo. Genetul (OAG) / Kenya National Audit Ofiice (KENAO) tot the petiod beginning l't July 2Ot I
lo 3f June 2012

Audit Procedures

2-1-1 Obtaining an understanding ot the engagement context

ln advance of the audit fieldwork, we reviewed the terms ot reference, including annexes. The
audit manager prepared a'tailor made'work programme to be completed during the site visits and
held a briefing meeting with the key audit stafl and prepared comprehensive brieling notes to
assist all team members.

We prepared an audit lieldwork schedule containing our time schedule at the head otfice and lield
work visils to the regional hub otfices and shared it wilh the Management ol OAG / KENAO.. We
also worked in close collaboration with finance and administration department, the managers ol
other key departments such as procurement, human resource, transport, ICT and accounts.

Our overall audit methodology principally comprised of the lollowing steps and procedures:

An opening meeting was held on 22nd April 20'13 at the premises of the OAG / KENAO in Nairobi,
Kenya. The purpose ol the opening meeting was to clarify the objectives ol the audit, discuss the
background of lhe conlracted activities and discuss any initial issues raised by the auditor or
contraclor relating to the organization and scope of the audit. Our strategy included having bi-
weekly meetings wilh OAG staff to discuss and resolve audil issues.

2-1-2 Fisk assessment

We ass€ssed the risks ol material errors or misstatemenls in the expenditure, revenue and the
statements ol assets and liabilities, whether caused by error or fraud. Where necessary, we
designed and perlormed further audit procedures to address risks identified. This work involved an
assessment of the risks that:

. the Statements of assets and liabilities of the OAG / KENAO are not reliable i.e. that they do
not present, in all material respects, the aclual expenditure incurred and lhe revenue received
lrom the Treasury in conformity with applicable laws and regulations;

. lhe Exchequer issues provided by the Government through the Treasury have not, in all
material respects, been used in conformity with applicable laws and regulations;

. fraud and irregularities can occur or have occurred which have an impact on OAG / KENAO
expendilure and revenue and which are not detected and corrected in a timely manner: and

. the relevant laws and regulations for the OAG / KENAO are not complied with.

2.1.3 Obtaining Evidence regarding Deslgn ol Controls and Tests ol conlrols

We perlormed proccdur€s to oblain evidence regarding lhe design of controls and perlorm lests of
controls, insofar as this was considered appropriate for the purpose of this financial and systems
audit lvhich is a contractual compliance audit.

2.1.4 Substantiveprocedures

We performed substantive procedures to be responsive to our assessment of the risks oI material
errors or misstatements in the expenditure and revenue stated in the Appropriations Account,
whethsr caused by error or fraud. Specilically, the work carried out included the lollowing:

a) Verilied a sample ol 7o"k ol all the operations in the OAG / KENAO accounts from 1"'July
2011 to 3o'n June 2012 in regards lo eligibility and content. The initial Approved estimates was
Kshs 1,530,660,000. This estimate was allocaled lo the 3 Vote heads ot the OAG / KENAO
according to the respective Vote head original estimates.

b) Verilied tho qualily, accuracy, completeness and etflciency of supporting documents and
information providcd.;

c) Verified whether tl-re commitment to national procedures regarding the bids and the
management of public ,unds were adhered to;

d) Verified the control system of the revenue managemcnt procedures put in place by the OAG,
analyzed and assessed possible risks and made suggestions for effective improvemenl.

e) Assessed commitmenl by lhe OAG to financial management procedures as delined by the
Public Financial Managemenl Act and lhe OAG internal rules, circulars and procedures and
gave recommcndations tor the improvement wherg ncccssarv

l) Assessed the rcportinlj and archi'ring system giving locommendations fol improvemeni.

Baker Tflly Meralis Cerirljed Publrc Accounrants
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2.1.5 Analyticalprocedures

We performed analytical procedures through a review of actual expenditure incurred compared to
the OAG approvcd estimates. We also used our professional scepticism and reviowed the
accounting records for any unusual transactions.

Our audit f ieldwork was completed on 22^d July 2013 and an initial debrieting meeting with the
auditee was hcld on 26"' August 20'13.

We held another closing meeting at the OAG / KENAO oflices in Nairobi, Kenya on 26rh August
2013.The purpose ol the meeting was to brief the OAG / KENAO on the audit findings noted during
the audit. We also met separately with the OAG oflicers to resolve audjt lindinqs.

c-lc' I
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fhe Govemment of Kenya through The Parliamentary SeNice Cammission (PSC), independen! audiLots. repoi lor
Thc Olfice al The Auditot Geneal (OAG) / Kenya National Audi a)ffice (KENAO)lot the petiod beginnng 1" J ly 2011

lo 3d June 2012

3. Statement oI assets and liabilities

For the period lrom 'l "t July 201 1 to 3orh June 2012

Appendix

Assets

Recurrent cxchequer (iii)

Hospital deposits

Advance accounts

lmprest accounts

Suspense account

Cash in l.rand

Bank balance (iv)

Total assets

Lia b ilit ies

General Accounts of Vote (v)

Withholding VAT

Bemittance to Exchequer

Tolal liabilities 466,O45,447

(ii)

Notes to the statement of assets and liabilities
lThe opening balances and comparatives figures were obtained from the statements of assets and

liabilities not audited by us.

This rsport has been approved and signed by:

apl.r*J.-rs...
Auditor General: . iiiii 3

Baker Tllly 1\,4eralis CerliiieC Putrlic Accorniants Naircbl - Kenye

30.06.2012

Kshs

229,497 ,425

2,500,000

12,142,442

21,456,538

2,01 1 ,001

197,099,229

466,045,847

333,622,035

50,516

132,373,296

Contractors' retention money

498,773



The Govellnlent of Kenya thrcugh Tlle Parliamentary SeNice Canntission (PSC), independent auditots'rcpon t'ot

i::ri,r:f ,Z:'rili^*,tot 
Geneal (oAG) / Kenya Nahonat Audir ofiice (KENAo) tor the peiod besinnins 1st JLtty 2011

4. Findings and Recommendations

4-1 Follow up oi prior period audit issues raised by The Treasury

We did not audit the OAG in the year ended 30 June 201 1, but noted the following issue in the
Treasury audit report.

No Title Description Of Prior Period
Audit Finding

Current Siatus Comments
From KENAO

1 Unresolved
suspe n se
account
balance in the
Statement oi
Assets and
Liabilities

Noted that the OAG / KENAO
Statements of Assets and
Liabililies had a suspense
account balance of Kshs.
38,57S,759 as at 30rh June
2011 .

An amoLlnt oi
Kshs.'17, 123,222
relating to PAYE
erroneously deducted
twice from KENAO
bank accounts in the
Central Bank was
reversed. We traced
the revcrsal to the
bank statement

I\larabr Ka.!,1 Prl:- li
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The Otlice ol The Audilor Genetal (OAG) i Kenya Nalianal Audil Otlice (KENAO) lot the petiod beginning 1'' July 2011
lo sdh June2ol2

4.2 Currenl Audit Jindings

Recommendations:

We recommend that KENAO undertakes a major cash book clean up exercise with a view to finding out
what the balance of lhe suspense account ol Kshs. 2'1 ,456,537.1 5 relale to and allocating the
suspenso account balances once identified to the correct accounts.

Becommendation Priority: High

Comments from KENAO:

The change in the suspense balance during the year amounting io Kshs.17, 123,221.85 rela'tes to a
Pay As You Earn (PAYE) Tax which was double paid in June 2010 and therefore included in the
opening balance of Kshs.38, 579,759.44. The amount was relunded by KRA during ihe financial year
2011 I 2012 and hence the reductions of the suspense account balance by the same amount during
the financial year.

Finding N': .l Title: Unresolved suspense account balance in the financial statements

Description ot the finding:

We noted that the financial statements provided to us as requested had an unresolved suspense
account balance brought forward as at 1 July 20'1 1 and carried Jorward as at 30 June 20'12 as shown
belowi

Balance (Kshs)

Balance brought roMard as at 1 July 2011

Less PAYE incorrectly paid twice in the prior year bank statement
refunded by KRA in yeat 2O11 / 2012

117 ,123,221 .85)

Unresolved suspense account balance as at 30 June 2012 21,456,537.15

lmplications:

There existed inadequacies in the accounting and record keeping aspects of the organization which
allowed errors and inaccuracies to persist in the books of KENAO for so long.

: Nairobl - Kanya

38,579,759.00



The Gavernmenl of Kenya thrcugh Ihe Parliamentary SeNice Comtnissian (PSC), independenl auditors'report lor
TheO iceal The Auditar Gendral (OAG) / Ke ya Nalional Aud Afiice (KENAO) fot the peiad beginnhg t't Juty 2011
ta:ltlt' .ltnF 2o12

Finding n': 2 Title; Shodcomings of IFMIS accounting system and cash book

Description of the finding:

We noted the'following shortcomings in relation to the lFN,4lS cash book provided for the year ended
30rh J une 201 2:

(i). Although the lFNillS cash book correctly captured The Exchequer receipts into the bank column, it
omitted the opening balance as at 1 July 2011 of Kshs. 64,586,057, incorrecily posted into the cash
column instead of the bank colllmn the Appropriations ln Ald (AlA) or audit fees receipts of Kshs.
98,284,411 received during thc year and more iundamentally mis-posted the exchequer receipt of
Kshs. 188,000,000 on the cash column instead of the bank column of the IFMIS cash book. Also
incorrectly posted into thc cash column was a total expcnditure of Kshs. 281,957,963 which should
have been posted in the bank column. The omission of the opening balance and the mis-posting of
rcceipts and expenses in the resulted into the incorrect IFMIS cash book balance oi Kshs. 995,950,241
(negative).

(ii). There lacked the vital audii trail belween the incomplete IFN/llS cash book provided, the IFMIS
general ledger and the lFl\,41S Becurrent Appropriations Account as at 30 June 2012. We obtained
assurances that the figures contained in the Fiecurrent Appropriations Account which we subjected to
audit were correct. Transactions and balances contained in IFI\llS general ledger also lacked the vital
link to the Becurrent Appropriations Account. We conducted our audit by picking samptes from the
incomplete lFNillS cash book provided and partly trom the available supporting payment vouchers with
atlached invoices, receipts, warrants and payee lisls. With this, we feel that the samples picked were
able to provide us with sufficient audit to draw our opinion therefrom as there was no other way to do
the audit

(iii). No attempts were made to reconcile the Government Beporting lFN4|S cash book balance as at 30
June 2012, instead, efforts were directed to reconciling the manual cash book which had reconciliation
differences for all lhe twelve months to 30 June 2012.

lmplications:

(i).The lack an lFl\4lS operating mechanism in KENAO accounting and financial managemenl that
allowed lFl\4ls cash book to be operaled in such a way that complete and accurate cash book could
not be generated and a link between the cash book, general ledger and the Recurrent Appropriations
Account could not be established led loss of audit trail between IFI\rtlS cash book, general ledger and
Recurrent Appropriations Account.

(ii). Omissions of the opening balance, mis-postings oi receipts and expenditures into the cash column
signify inadequate user training in the operations of lFlVllS system.

(iii). Failure to reconcile the lF[,41S cash book balance with the bank statement balance as at 30 June
2012 indicates a weakness in the accounting function and financial management system in relation to
the IFN/IS cash book.

Hecommendations:

(i). We recommend that KENAO in conjunction with Treasury undertakes a thorough statf training on
ihe use of IFIMIS so that staff can be able to undelstand and operate IFMIS and generate the desired
accurale reports from the system.

Flecommendalion Priority: High

Comments from KENAO:

The lF\4lS Cash Book omitted the opening balance of Kshs. 64,586,057.00.

During the roll out oi the IFMIS system, the Opening balance oi the manual cashbook was not captured
by the lF[i1lS System and hence the balances of the two cash books have always been different. The
bank reconciliations were basecl on lhe manual cash book which has the correci balances.

l,ln rob - i(:,... I



The Covernment ol Kenya lhrough The Parlianenlary Service Commission (PSC), independenl audita6' report for
The Oftice ol The Audlor cenerai (OAc) / Kenya Nalional Audit Office (KFNAO) lq lhe pcriad t)eginning l"t July 2011
to sdh June 2012

Tille: Stafl imprest balancc include irrecoverable amounts

Description ol the Iinding:

We not6d that the imprest balance of Kshs. 12,388,429 included irrecoverable balances amounting lo
Kshs.l,53s,039 relating to deceased statf and incorreclly recorded impresl amounls as follows;

Namc lmpresl No. Date lssued Date To
Surrender

1A10912010

30/03/2008

Amount
Kshs

BB,OOO

289,539

Flemarks

Baphael Chiwaya 0856678

Not recorded in the
imprest schedule

26/07 t2010

1B/01/2008

Deceascd

James M. KiilU Deceased

Francis A. Gethi Not recorded in thc
imprest schedule

'15/05/2008

16112/2009

30/06/2008 142,000 Deceased

Ambrose N.
Mutua

Not recorded in the
imprest schedule

311O112010 52,000 Dcccased

Total s71,539

lmplications:

The imprest balance of Kshs. 12,182,882 as included in the statement of assets and liabilities is not
Iully recorerable hence is overstated. The statements ol assets and liabilities as at 30 June 2012 do
not show the correct picture of the assets (imprest balance).

Flecommendations:

(i). We recommend that KENAO adopts a policy of identilying irrecoverable imprest balances especially
lor the departed stafl and proposing them lor write offs as and when it they have been discovered to be
irrecoverable.

(ii). We atso recommend that KENAO responsible otticial, counter checks the imprest records and
balances so as to ensure that errors in the imprest records are correcled as soon as possible.

Recommendation Priority: High

Comments from KENAO:

(i) KENAO concurs wilh the observation. lndeed the otfice is in the process ol coming up with a
policy on how to deal wilh such statf debts as may ba unrecoverable. A paper has already
been prepared for presentalion to the executive with a view to having the amounts written off.

(ii) An ollicer will be tasked with checking imprest records and balances lo ensure errors in tho
imprest records are correcled as soon as possible.

Further, the ot ice, in the yeat 201212013 installed an Access lmpresl Conlrol program that produces
accurate ad-hoc reports unlike the manual registers that made extraction of such data extremely
ditficult and the risk of human error high.

Finding n": 3

rlii,rIl/l\/1. I',lrl,,iL,,trIrrl I\lirrol)r K..rrv,, I'



The Govemment of Kenya lhrough The Pa iatnetllilry Setuice Cofimission (PSC), independcnt audilas rct)ot7 lor
The Oftice ol I he Auditar cenerat |OAG) ./ Kenyd Nationat Audtt Ofticc (KENAO) tor the peiot heginoina f, Ju\, 2ot 1

to 3d June2al2

Finding n'; 4 Title: Reporting systems linding - lncomplete statements oI assets and liabilities

Description of the linding:

The stalements of assets and liabilities provided for the year ended 30 June 2oi2 included the
following current assels and as shown in the table below;

Assets Kshs

Hospital cieposits 2,500,000

898,773Advance accounts

lmprest accounls

Cash in hand

Bank balances

12,388,429

2,01 1,001

6,159,633

Liabilities

Contractor's relention money 50,516

The statements ol assets and liabilities however did not show the lollowing assets as at 30 June 2Oi2;

Assets Ksh s

Furniture, fittings and equipmenl (No Values )

lnventories

Fleceivables - deblors(No value)

3,320,132

lmplications:

lncomplete statement of assets and liabilities does not rellecl the correct picture ol the assets and
liabilities ol the organizalion as at 30 June 2012

Becommendations:

We recommend that KENAO underlakes an update ol its assets schedules to include all the assets
either at cost or at valuation lor accounting purposes.

Recommendation Priorily: High

Comm€nts from KENAO:

Government Cash based accounting does not recognize the conventional non-currenl assets and
some current assets in the preparation ol Statements ol Assets and Liabililics. These will howevcr be
takon into account when the IPSAS accrual based accounts are prepared.

The office expects to adopt the accrual basis of accounting in the near future" IPSAS format of
reporting. All the assets will then be included in the financial slatements.

r'l'Raker Tilly l,lt]raliS C€nlli.,d Public Acrjounra l; N^irobi - l(onya



The Govemrnenl ol Kenya lhrough fhe Parlianenlary Service Commission (PSC), independenl auditors' repod fot
The Olfice ol The Audilor cenctal (OAG) / Kenya Nalicnal Audit Office (KENAO) lor the period beginning lst July 201I
lo 3il June 2ol2

Finding n": 5 Title: Transactions Postod on wrong Budget lines

Descriptlon of the linding:

According to the Government Financial Regulations and Procedures chapter 15, sec 15.4, one ol the
functions ol a budget is to provide basis for budgetary control. Kenya National Audit Otlice prepares
annual budgets every linancial year to determine financial resources required to carry out their audit
plans lor that particular year. The budget is broken down into various accounts where various types ol
expenditure should be charged.

Sec 15(12) lurther stipulales that the expenditure on voted services is definitely limited and arranged by
the estimates and no expenditure for which no provision has been included therein may be incurred.
Accounting otlicer must ensure thal the requirements of services are planned on such a scale that the
existing provision for expenditure shall not be exceeded.

We noted instances whereby expenditure, despite having been broken down to various components of
ditferenl accounts, were charged to on€ particular account and not the various accounts aflected by
that expenditure as shown in the payment vouchers as shown in the table below;

Date PVC No Amount Kshs

28tO3t2U2 3718 380,619

Correct Account Posted To lncorrect
Account

Refined fuel and lubricants

We noted lurther instances ol non - compliance with budget lines as shown in the table belowi

Description

Bepairs

Account
No.

PV 4180

PV418l

PV3762

2220209

2220209

PV3944

PV477A

Elijah Karongo Kimani

Purchase of new lyres charged to
Daily Subsistence Allowance
Account.

Knight Frank Kenya Ltd

Payments lor electricity charged to
the minor alterations of buildings and
other civil works account.

Shiloah lnvestmont

Flent payment charged lo minor
alterations of buildings and other
civil works account.

Payment for rent of KENAO otfices
at [,4ega City mezzanine floor

Bent payment for the Kakamega
audit oltice,or the peliod

Edward Kamau Mbugua

Expenditure on catering, cleaning
services, postage charged on minor
alterations accounl

Amount KshsDate PV No.

38,200.00

02t0312012 2210303 PV3675

31,335.00

40,452.00

91,633.65

?_220209

333,945.00

129,921 .00

83,001.00

24tO412012

241O412012

24tO412012

18/0612012

19/0612012

261O22012 2220209 PV556 5

Bah:r lilly i,4eralr, r



The Gavenmenl ol Kenya lhrcugh The Pa iamentary Sevice Cornniission (PSC), indcpendent auditors' report lot
.Thc Ofiice ol The Audilol GeneQl (OAC) / Kenya National Audil Oflice (KENAO) lar ke period beginning 1't July 2011
lo 3d'June 2012

lmplications:

(i). The misclassilication of expenditures into the incorrect budget lines indicate that budget lines are
not adhered lo for accounting purposes and the expenditure budget lines reported in the Appropriations
Account may not show the corrcct picture ol the amounts actually incurred in the respeclive budget
lines.

(ii). Charging expenditures to incorrect budget lines could indicate that a lack ol budgetary control
system as part ol the internal control system.

Recommendations:

We recommend that budget lines be strictly adhered to since these expenditure budget lines against
actual expendilures inform the subsequent years budgelary eslimates submitled to the Treasury.

Comments from KENAO:

lncorreclly charged service charge went up drastically during the year, lorcing the oflice to charge rent
to Minor Alterations lo Building and Civil Works. Also, the amounts were so paid after the relevant
budget lines were exhausled.

Baker Tilly l/l!ra{rs lJe rli.:d Pul)llc Accouniants Narrcbr - Kanva P.: re 2l



The covemmenl of Konya thrcrgh The Pa ianlenlary Sevice Connlission (PSC), independent auditors' rcpoft lor
T/.tr, O ico dt The Auditor Generat (OAG) / Kenya Nationat Audil Oftice (KENAO) lar the period beginning l"t Juty 2011
lo 3d June 2012

Title: l\4ultiple expenditure on tuel

Description ot the f inding:

KENAO uses both cash payment and credit card payment (Bon Voyage) for purchase ol fuel. Credit
card mode of payment is what should bo used at all times with cash payments being used only when
and where credil card payment is not possible, e.g. in places where lhere are no Total petrol station
outlets and when the credit card has not been replenished.

We notsd inslances whereby on lhe same date, a car appears as having been fueled using the crodit
card and cash.

Account No. PV No. Description

2210303 PV3078 Patrick lvlungai Ndung'u

The work ticket indicate that the car used in this
mission regislralion number (GK 4671Q) lravelled to
Kerugoya on 29 September 2011 returning on 4
October 2011 while Bon Voyage fuel consumption
statement indicate that the car rueled in Kimathi
Street Total Kenya petrol station drawing 51.78 lilers
of fuel amounting to Kshs.6,094 on 30 September
201 1 via receipt number 05'19.

lmplicdions:

There is a high risk of multiple fuel expenditure claams being made as staff could fuel on the Bon
Voyaga arrangement and claim the expenditure as cash expense

Recommendations:

We recommend that only credit cards are used to fuel vehicles and use cash only when credit cards
cannot be used, e.g. in places where there is no Total Kenya Petrol station outlets.

Recommendation Priority: Hiqh

Comm€nts lrom KENAO:

Mr. Ndung'u travelled to Kerugoya on 29 September, 20'1 1 using GK 4671O. He lefi Kerugoya on 4

Octobel, 2011.

Finding n': 6

o1/0212012

Date

r.ll l, Page 2



The Government ol Kenya lhrough The Pa ianenlary SeNico Comnission (PSC), independent auditors'rcpot1 fat
The Ollice ol The Audtlor Genetal (OAG) / Kenya National Audit Othce (KENAO) lor lhe'pe od beginning ft Juty ZOl t
ta sdn June 2012

Title: Inappropriate fleet management and adherence to procurement rules

Descriplion of the finding:

We noted lapse in fleot management and adherence to procurement guidelines. Procurement in KENAO
is guided by'Th€ Public Procurement and Disposal Act, ZOOS' and 'The public procurement and
Disposal Regulations, 2006'. Part ll ol The Public Procurcment and Disposal Begulations 2006. Section
8 sub-section 1 ol the Regulations state that a procuring entity shall eslablish a procuremenl unit in
accordance wilh this regulalion. The procurement unit handles all procuremenl business of KENAO. We
however noled instances whereby staffs, while out on audit assignment, incurred expenditure on vehicle
repairs and purchase ol car lyres; expenditure activities which should have been carried out by the
procuremenl unit as shown below;

Stall Name Dale Account
No

PV No. Description Amount
(Kshs)

Linet K Bosire

Flachael
Githiaka

Waorbui

2510712011 2210303

22'10303

2210303

PV0067

PVOB45

PV3240

PV2435

Purchase of a tyre 1 6,100.00

15/0912011

06/0212012

241O112012

Purchase ol 2 new lyres
and '1 tube

Purchase ol Lubricants

Purchase ot a new lube
and hand lyres

33,143.00

Tom l\4arindi Batcmo

G K N jumbi

28,124.OO

10,500.002210303

James K Mwangangi

Eliiah Karongo Kimaoi

13tO1/2012 2210403 PV2921 Vehicle repairs '11,620.00

o2./03t2012 2210303 PV3675 Purchase of new tyres 38,200.00

lmplications:

There is a risk of inefricient procurement on tyres and repairs undertaken by staff while in the field and a
breach ot procurement regulations. This also implics that OAG / KENAO fleet of motor vehicles are not
properly managed as they are not properly inspected before the audit mrssions.

Recommendations:

We recommend that Part ll ol The Public Procurement and Disposal Fegulalions, 2006. Section I sub-
section 1 be striclly adhered to and that only KENAO procurement unit undertakes procuremenl as
slated by the regulations.

Each car should have an activity book showing what went on it.

Recommendation Priority: High

Finding n": 7

Comments from KENAO:

It is true that some vehicle lyros and repairs were procured by the oflicers listed in the iinding.
However, the procurcments were done by KENAO stalf while on oflicial assignments in the field. This
was done as a matter of urgency with express authority from the Headquartels to enable lhe officers
complete their assignments within the timc approved lor the f ield work.

i
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The Oflice Ot The Auditot Goneal(OAG) / Kenya Nationa! Audi! Ollice (KENAO) lot the per:od begirning 1" July 2011

to 3dh Juna 201 2

Finding n': 8 Title: Non-compliance with Procurement guidelines

Descriptlon ot the lindings:

we noted the following cases ol non-compliance with procurement regulations in which procuremsnl
transaclions were not adequately supported and suppliers not selecled from the pre-qualified list of
suppliers as lollows;

i. lnappropriatelysupportedprocurementtransactions.

Date Description

Pan African Focus - For
the supply of computers

Grcater
Enterprises
of uniforms

He ights
Purchase

Procurement transactions not from the pre-qualified list ol suppliers

Date Account
No.

Description Comments

16/06t2012 280101

Section 24 of The Public Procurement and Disposals Regulations 2006 provides for issuing sourcing for
goods and services from the list ol prequalified suppliers.

lmplicatlons:

It would be ditlicult to verify whether the requirement of etficiency, cost effecliveness and value lor money
were realized inadequately supporled plocurement processes

Recomm€ndation:

We recommend that procurement transactions be appropriately supported actual invoices and quotations
be attached to the procurement transactions.

We also recommend that KENAO striclly follows the procurement regulations as per the Public
Procurement and Disposals Act ol 2005.

Recommendation PrioritY: Hiqh

Express Automation Ltd -

Supply ol plastic color
card printer as per LPO
No.1061825 & invoice
No. 16417.

Express Automation
Ltd nol in ths list of
pre-qualified suppliers
of Computers, laptops,
UPS units, Printers &
\scanners as per
category 42 ol the pre-
qualified list ol
suppliers.

Amount

(Kshs)

Payment
Voucher
Number

590,700 Not supported with
invoices or receipts.
Only payment voucher
seen

Comments

H1250816/O212012 280202

Account
No.

667,500 Not supporled with
invoices or receipts.
Only payment voucher
seen

0128316/0212012 280242

Amount

(Kshs)

Payment
Voucher
Number

5456 334,848

Comments from KENAo: None provided

Bak3r lilly Meralis Cerlriied Public Accourtantj
^lairob 

- Kenya



The Govetnnlent ol Kenya ttuough The Pa iamentary SeNice Cofimission (PSC), independenl auctitors rcport lot
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^t,Jtot 
Gcnezt (OAc) / Kenya Nationat Audfi OffEe (KENAO) lot the petiod beginning f, J;ly 2Otl

lo 3f June 2o12

Description ol lhe f indings:

Chapter 5(6X5) ol The Government Flegulations and Procedures relating to temporary imprest require that
the holder ol the temporary imprest account for the imprest within 48 hours atter returning to duty station.
We however noted many cases ol non-comptiance with the Government Procedures reiating to imprest
surrender as follows; as at 21 July 2013.

Finding n": 9 Title: Non-compliance with Government Begulations and procedures
relating lo temporary imprest

Name lmpresl
Warrant
Number

Amount
(Kshs)

Date To Be
Surrendered

Date
Surrendered

Delay ln
Days /

Weeks /
Monlhs

3 weeksTeresia Ndcri 12846A2 90,000 15105/2012 05107t2012

Paul Ndcgwa
Ndung'u

John I\,4. Njorogo

12805048 126,000 31/A1/2012 291O812012

0610712012

7 months

1?8687 5 160,000 15/03/2012 3 monlhs

27 months[,4urithi W. W

Nlukiti W.W

'10870919 79,000 15110/2010 211O112013

1284680 s7,000 1510512012 0710612012

1310112012

10 montl'ls

Wilson P. I\4aina 1244502 r6r,830 30/06t2012 2 weeks

2 weeks

21 monlhs

6 months

1 months

6 months

7 monlhs

Benson WaniaLr

Simon Ndivo [,4uli

Philip Ndegwa

James Bongoci

K. O. Ogunda

Kennedy l\4waniki
l\4wangi

[,4argaret Malhcka

1284503 163,81 0 3010612012 1310712012

1084130 47 ,OOO 30/09/2011 Not yet
surrcndered

101o5t2012

111O512012

181O5120't2

20/o6t2013

1284512 183,300 19/0612012

20112/20111280801

r 280632

1280659

107,500

90,000 20104/2012

200,000 20112/2012

'10841 12 165,000 15110/2011 2910612012

1280941 36,000 15102/2012 25106t2012 4 monlhs

1280772

1084065

67,500 20t12/2011

15110/2011122,OOO

1280658 2011212011

Fouris lvlatheka

Goorgc [,4oyale Not yet
surrendered

'19 months

El. N. t\,4boqo 04111/2011 l nronlh

305,000Waiganjo t(aranja

lJarrobi - Kenya

11106t2012 6 rnontlrs
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The Govenmenl ol Kenya lhrough The Parliamentary SeNice Cofitnission (PSC), independent auditors'repod tot
The Olliceal The Audilor Geneal (OAG) / Kenya Nalicnal AuCit Olfi;e (KENAO) lot the pcriod beginning l't July 2011
to 3d June 2012

lmplicatlons:

Failure lo surrender imprest within 48 hours atier returning to duty station is a non-compliance with
Chapter 5(6) (5) of The Government Regulations and Procedures relating to temporary imprest.

Recomm€ndations:

(i). We recommend that managements ensures lhat the imprest surrender regulations are strictly adheled
to.

(ii). We also recommend that KENAO adopts other imprest recovery policies measures i-e- deducling the
long overdue and un-surrenderBd imprest lrom stafl salaries until such amounts are surrendered or are
fully recovered.

Recommendalion Priorily: High

Comments lrom KENAO:

Delays noted action to be taken to ensure compliance in ruture

Page 2e



The Govcnmenl of Kenyil lhrough The Parliatnet ary Sevice Cammission (PSC), independent auditots' rcpon tot
The O._llice ol The Audtbt Aeneral (OAG) / KenyaNational Audit Ollice (KENAO) for the petiod beginning f' Juty 2011
b 3e Jutle 2o12

Finding n': 10 Title: Fiopofiing systems linding . lnadequate recording of receivables

Description ot the findings:

We requested for thc rcceivables lisling and balances as at 30 June 20'12 but were only provided with the
listing without balanccs as at 30 June 2012. KENAO accounting and record keeping system either
manually or through using IFMIS did not keep proper and up to date records relating to the receivables. We
pertormed independent blind circularization ol 22 organisations believed to be ol high values and have
obtained replies lrom seven (7) organisalions as lollows;

Orqanization

Kenya National Examinations Council (KNEC)

Dedan Kimathi University oI Technology

Kenya Roads Board (KFB)

N.I B

Youth Enterprise Developmenl Fund

Nyayo Tea Zone Development Corporation

Communications Commission of Kenya (CCK)

Total conf irmation rcceived 8,996,591

Also noted that an amount refundable to KENAO from Kenya Bevenue Authority (KRA) ot Kshs.531,784
towards the WCPS was not disclosod in the statement of assets and liabilities as al 30 June 2012. We
were iniormed that thc bank had enoneously debited the accounts of KENAO twice with the Same payment
in the prior year and that a letter demanding for the refund from KFiA had been sent.

Implications:

The organization could lose money from receivables due to the inability to determine the balances on a
timely basis due to absenco oi a good system of accounting for the receivables.

Recommendalion:

We recommend thal KENAO obtains a programme / computer package that can help in accounting for the
receivables or finds a way of using IFMIS in such a way that it can be used to track the receivable balances
on a timely basis.

The fees charged to clients should be based on time spent.

Recommendation Priority: High

Comments lrom KENAO:

hc Office concurs wlth the observalion

-i )\/ernment Cash based accounling does not accrue receivables when preparing financial statements
si|ce receipls are accounled for in the period in which they are received and not when they become
receivable.

As eariier stated this will be addressed when the Office adopts IPSAS accrual based accountinq.

Receivable Balance As At 3orh June 2012

(Kshs)

2,000,000

870,000

2,500,000

2,2A4,591

NIL

1,342,000

NIL

llairobr - Kenya Paae 27



The Govemmenl ol Keoya lhrough The Parliamentary SeNice Commission (PSCL independenl audilors' report lo,
ThoGlicgot The Audilot General (OAG) / Kenya llaticnal Audlt Office (KEliAO) lar the pati.d bcgitthtg l't July 2011
to 3f Juna 2o1 2

Title: Unsupported / inadequately supportod payments

Oescriptlon ol the finding:

We noted that the organization had incurred expenditure which was inadequately supported under lhe
lollowing categories:

Description Amount
(Kshs)

Comment

Only a Projorma invoice
has becn traced. Original
invoice was not traced. No
proofs of payment since no
receipts were available.

lmplicatlons:

Th€re was a weakness in the control mechanisms which allowed payments to be made based on
inadequale supporting documents. Thus, the lack of supporting documents for payment implies that there
is a lesser assurance that the reasons for making paymenl were equally approved and were lor otficial
purposes.

Becommendation Priority: High

Comments from KENAO

lnvoice and lhe signed original contract are being traced and will be availed.

Telkom Kenya. lt has been the praclice in Government to pay on proJorma invoice as goods cannot be
supplied before payment is made. Receipts are filed separalely once obtained.

PayeeDate

Telephone,
Telex,
Facsimile

Telkom
Kenya
Limited

'1,406,16021,1912011

Finding n': l l

Becommendatlons:

We recommend that all paymenls are supported by a payment vouchers attached lo actual supporting
invoices or receipts, which should be verilied and approved before any payment is made. This would
further enhance eflective review of the authorization procedures for paymenl transactions. A payment
checklist should be used.



The Govenrnent ol Kenya through The Parliamentary Seyice Commission (PSC), independcnt aLtditors' repotl lot
The Oflbe ct The Auditot Gencral (OAG) / Kenya National Audit Oflicc (KENAO) lot lhe petiod beginning f' Juty ZOtt
lo 3f June 2ol2

Finding n': 12 Title: Weaknesses noted in the inlemal audit departmcnt

Description ol the tinding:

We reviewed the inlernal audit reports for the regional hub offices and noted the lollowing weaknesses;

(i). The department did not conduct lhe regional hub audits with suflicient regularity. We particularly noted
that the Nyeri regional hub oflices were last audited in the financial year ended 30 June 2009.

(ii). The inlernal audit department did nol conduct a risk based audit and the internal audit files and reports
reviewed, did not show any evidence o, risk assessment prior to conducting such audits. 

]

(iii). The internal audit committee has nol met since its formalion to date of finalizing our audit 2'1 July 2013
to deliberate on tho internal audit reports and take actions where necessary. Consequently, no minutes
from the committee could be verified.

lmplications

(i). Errors and irregularities would not be detected and corrected on a timely basis if audits are not
conducted wilh sutlicient rcgularily.

(ii). Performance of non-risk based audits could imply that key inherent risks in the hub offices and in the
headquarters have not been detecled and prioritized.

(iii). The lact the internal audit committee has not met indicate that no actions / steps have been taken to
rectily errors noted by the internal audit function. Also, it implies that the internal audit department has been
left on its own without the necessary guidance lrom the committee.

Recommendations:

(i). We recommend that the internal audit deparlment conducts regular audits in lhe regional hub ollices.
This could be achieved by drawing up audit timetables at the beginning ol the year and ensuring that the
timetable is adhered to.

(ii). We also recommend lhat the department adopts a risk based audit to make the audits more etlicienl.

Comments from KENAO:

The otlice is strengthening the internal audit function in all aspects

Recommendation Priority: High

Bak?r Trll, ivit,ralis Car.rl::d Priblc Accountants Narrobi . f.gnya 29



The covernment ol Kenya through The Pa iamentary Serr'ice Commission (PSC), independenl audilots,, teport for

The Oltice Ol The Auditot cenent (OAA) / Ketlya NatiolBl Audil Otticc (KENAO) lot te persl begituuttg 1" July 201 I

lo 3dr June 2012

Finding n": 13 Title: Asset registers not in agreement with the physically verilied assets

Description ol the finding:

We carried out verifications and field visits to determine lhe correclness ol the assets register against the
physically verifiable assels and noted that;

i. The following assets in the asset register could not be physically verified as shown below;

0fIice Comment

Human Resource
Gcnoral office 8th Floor

Human Resource Salary
otfice 8th Floor

Flecords indicate that there is 1, but none traced4lh lloor Board Floom
oliice

1oth f loor Boom 1015 Fecords indicate lhat there is 4, but only 3 traced

Hoom 1021 & 1022 Becords indicate lhal there are l7 but 20 traced

Roorr 10'17 Fiecords indicate that lhere are 2 but none traccd

Room 101 5 Becords indicate lhat there are 4 btrt only 3traced

Communication Branch
Bth Floor

Flecords indicate lhat lhere are 2, but only 1 traced

ii. 4160, the lollowing assets were physically verifiable but could not be traced in the assets reqister

l

Asset

ADA-Corps V (8'r' Floor) Fabric Chairs Records indicating 4 pieces but only 1 was traced

Main registry (8th Floor) Computer table Becords indicale that thcre are 2, but only 1 traced

lviain registry 8th Floor Back chair Records indicate that there are 6, but only 4 traced

Main rogistry 8th Floor Wooden chair Becords indicate that there are 7, but only 5 traced

Main rogistry 8th Floor Letler steel tray Fecords indicales thal lhere are 5, but only 4lraced

Main rsgistry 8th Floor Flecords indicate that there are 5, but only 3 traced

Main registry 8lh Floor Letter steels

(labric) chair

Becords indicate that there are 4, but none traced

Main registry 8lh Floor Records indicate that there are 2, but only 1 traced

Human Resource
Secretary otlice 8th
Floor

Computer table Fecords indicate that there are 2, but only 1 traced

HR/Medical of,ice 8th
Floor

Human Fiesource
Medical otfice 8th Floor

1 ln/out Wooden
tray

Records indicate that there is 1, but none traced

Records indicate that there is '1, but none tracedcoffee table
wooden

Low back chair
with arms

Records indicate thal there is 1, but none traced

Secretarial chair Becords indicate lhat there is 1. but none traced

Fridge guard

Velvet Sola set

Library chairs

Stools

Velvel Sofa set

secretarial chair

l.lairobi . Ken,/a ltl'

I

Letter steels tray



The Govemmcnl of Kenya lhrough rl]F- Parliamentary seNice comnission (psc), independent audilots' rcpon lot
The (Ntice ol The Audilot Genetal (OAG) / Kenya Nalional AucJit Olfice (KENAO) lot the penod begtnnlng ft Juty 20fi
lo 3d June 2o12

Boom Asset

Floom 1020 (1oth Floor)

Room 1018 (1oth Floor)

. Watcr Dispenser

. Book shelf

. Cabinet

. cabinets (2)

. Coat Hanger

. Conrputer Shredder

DAG CG/Sccrctary

ADA-Corps lV

Admin l/HFi ADA-Corps

. Cabinets (3)

. Coat Hanger

. Computer and Printer

. One chair

. Fridge

. Shredder

. Printer

. Dispenser

. Fan

. Fireproo, Cabinet

Velvet visitofs sofa

Velvet visitor's sola

HF Mcdical oifice desl(

Wooden oiiicc desk

records indicate 4 while the physical
inspection indicale that there are 6

records indicate 1 while the physical
inspection indicate that there are 2

the rccords indicate 2 while the
physical inspection indicate that
there are 4

11B/[/edical olficc 8th Floor 2 Wooden oflice desk in the while
the physical inspection indicate tltat
they arc 4

lmpllcations:

i. lncomplete asset register could indicate that assets may get lost through thett or unauthorized
disposal without being noticed.

Recommendations:

We recommend that KENAO undertakes an asset audil and updates / agrees the assel regaster to the
physical assets lor accounling purposes.

Recommendation Priority: High

Cornments from KENAO: None provided

il.ri(,r I 1/ l,rl. rl i.r I I rJtrlc A,.,]() rr]fijr.i5 i ,' . .11



The Govenment ol Kenya lhrough The Pa ianentary Setuice Commission (PSC), ndependenl audilors' teporl lor
The Ollice ol The Auditot General (OAG) / Kenya National Audil Office (KENAO) lor lhe period beginnilg 1'' July 2()1 I

to 3d June 2ot2

Item No. as per assets register No. as per physical count

Printers

lvlo n itors

3 4

ti

CPUS 3 I

Filirrg cabinets 12 10

sHigh back chairs

Low back chairs 1

2Book shelves 1

Ordinary / otfice
desks

4 10

Water Dispenser

Scan ner

Book Shelves

l

1

2

Digital Camera 1

Nyeri Branch - Central Government

No. as per assets reqister

Printers

I

6

t!

4

ti

like computers, cameras prinlers and scanners getiing lost / slolen without being noliced

Baker lllly i/eialis CcrtLlied Poblic Accourlants

Otfice desks I
tables

'I 
1

lmplications:

lncomplBte assets register arising from iailure to update the register with new purchases or disposals of

assets from time to time can lead to possibilities of assets especially the high value - easily portable asseis

Tille: lncomplete asset registers in the Central / Nyeri hub officesFinding n":14

No. as per physical countItem

'tollonitors

I\lairobi - Kenya Page ii2

Description of the findings:

we conducted an assets verification exercise at the central hub offices in Nyeri beh^/een 4 July 2013 and 5
July 2013. The central hub comprises of hvo offices, Team 1 and Team 2. Team '1 is made up ot what was
previously Central branch and Local branch. We noted that the asset regislers Ior both offices were
incomplete. There were more assets in the oltices, i.e. chairs, ofiice tables, lT equiPment, than were
recorded in the assets regislers. Team 1, having resulted from a merge of Central and Local branches, is
yet to consolidate its assets registers. See table below:

Nyeri branch - Local Government

CPUS

,1

5



The Govemmenl af Kenya ltough The Parliamentary SeNice Comtnission (PSC), tldependent auditors'repoi for
The Office ol The Audilot Ge etrll (OAG) / Kehya Nalional Altdil Olhce (KENAO) lot the pe od beglnt)ing tst Juty 20fi
to idh .lt)np 2o12

Comments trom KENAO

The records of the assets translerred to the hub region are in the process o, being updated

Flecommendation

We recommend that asset registers be updated rrom time to time with purchases, disposals or relocation of
the assets to other regions to ensure its completeness.

Recommendation priority: Medium

Nlnrrcb - K,-nva Page 33



The Government ol Kenya lhrcugh The Pa ianentaty SeNice Commisslon (PSC), independent audilors. repoi fot
The ollice Ot The Auditot Generct (oAG) / Kenya National Audt o rce (KENAO) lor lhe petiod Deginning 1'' July m|1
to 3d June 2012

Finding n": l5 Title: Organisation assets were not tagged

Descriplion ol the findings:

It is best internal control praclice on assets require that an organization embeds an insignia on all its assets
as an inlernal conlrol proccdure. Wo noted that majority ol the assets at the Nyeri hub were not tagged
despite assel codes having been designed and recorded in the books. Only some few old assets bore

KENAO's insignia.

lmplications:

Without asset tagging or marking wilh KENAO insignia, it would be ditficult to agree / trace the assets lrom

lhe register to the physical assets as some assets were similar in make and physical appearances

There is a risk that untagged assets especially laptops and desk top computers get lost through lhelt
without being noticed.

Recommendation:

We recommend that KENAO tags all its assets in Nairobi and regional otlices for ease ol identification and

asset securily.

Recommendation Priority: High

comments trom KENAO:

The otfic8 is in the process of acquiring tags for equipment that will be readable by the EBP to be acquired

Once this is done all assets shall be lully tagged

Baker filly Meralrs Cenriied Public Accounlants



Description of the linding:

i. We noted that KENAO did not give tax credit to stafl for the life insurance policy premium paid by
statl thereby overcharging PAYE to statf.

ii. We also noted that the IPPD payroll used by the organization did not ctassify the insurance
premiums paid by stafi into the various insurance categories thereby making it impossibte to
quanlify the amount ol tax overcharged to the stafI.

Finding n": 16

lmplications:

Failure classify the insurance paid into the various categories and giving tax credit to life insurance
premiums paid amounted to overtaxing the employees.

Flecommendations:

We recommend that KENAO payroll system (IPPD) be programmed lo separate life insurance premiums
from olher types ol insurance and lo be able to pick up and give tax credit to stafl against the PAYE
charged so as to obtain ihe tax credit benefit.

Recommendation Priority: High

The Govehmcnl ol Kenya lhtough Thc Parliafilenlary Setvice Commission (PSC), independent audita6'rcport lot
Thc Officcol Tho Auditot Geneel (OAGI / Kcnya Natiotat Audif Office (KENAO) lot the pe od begtnning l't Juty 2Ot l
to 3d' June 2012

Comments from KENAO:

As observed, KENAO did not give tax credit to stafl for the insurance policy premium.

It is also true that the IPPD payroll does not classily the insurance premium paid by stafl into the various
insurance categories.

The reason lor the above position is that up to May 2013 KENAo was using lppD system to process the
payroll. The system is owned and controlled by the Department of Personnel Management (Dp[,4). This
system clid not have provision for tax credit to statf and we encourage our statf to claim the tax credit from
KFA.

Currently, the office has procured a Memory Soft Payroll System and we are in the process of addressing
these problems.

Nairobr . Kenya

Title: lncorrectly calculated statf PAYE

rl k!r lrll/ N,l



The Governmenl ol Kenya lhrough The Parlianenlary SeNice Commission (PSC), ndependenl audlots'. repod lot
fhe Ofiice Ol The Audilot Genetal (OAG) / Ketlya Nalional Audil Oltice (KENAO) tot the penod bcgilong 1'' July 2011

to 3f Juna 2012

Finding N":17 Title: lnconsistency in Taxi Charges / transport reimbursemcnt claims paid

Descriptlon o, the tindings:

(i). We noted that KENAO did not have consistent policies in taxi charged betveen destinations and lhat
materially ditlerent amounts were charged for the samc deslination by statl during the same period as
shown b€low;

J kia To Kahawa Sukari
(Kshs)

5,000.00

3010612012 4,000.00

(ii). We also noted incorrect claim on the distance by a statt (James Githaiga Muriithi) PF Number
2005058927 on transfer from Kakamega to Nyeri hub otlice as follows.

The slaff was translerred from Kakamega to Nyeri office on 16 July 2009 and claimed luggage allowance
on extremely exaggeraled distances of 8OO kilometers lrom Kakamega to Nairobi and 3'14 kilometers lrom
Nairobi to Nyeri i.e. the total '1,114 kilometers at Kshs.65 per kilometer totaling to an inflated claim ol

Kshs.72, 4l O. We bclieve that the aclual distance between Kakamega and Nairobi is 360 kilometers while

Nairobi and Nyeri are '164 kilometers apart. Had the correct distances been claimed, the amount payable

to statf would have been Kshs. 34,060 based on a total dislance of 524 kilometers at a claim rate ot

Kshs.65 per kilometer. This resulted to overpayment to the slalf amounting to Kshs. 38'35O-

lmplicatlons:

(i). The bck ol poticies or guidelines on taxi expenditure claims can make the syslem be susceptible to

abuse.

(ii). KENAO may be paying for more lhan actual taxi / luggage expenditure claims incurred by slaff while
going out on audit assignment or on luggage transport claims while on transfer.

Recommendalions:

(i). We recommend that KENAO develops a policy on taxi expenditure for their slaff while on exlernal
assignments or when moving from one place to another during audit assignments or other oflicial duties.

This will ensure consistency in amounts claimed lor taxi expenditure.

(ii). Alternatively, KENAO can contract a taxi company lor purposes of ferrying KENAO staff during audit
assignrnents and other olticial duties at agreed rates. This will ensure that KENAO does not pay for more

than incurred as taxi charges.

Recommendation Priority; Medium

Comment6 lrom KENAO:

It is true that the otfice does not have a policy on taxi charges. The office is however in the process ot

coming up with the same. The Kshs 7,000 was charged lor Kahawa Sukari OAG office to collect files then

to JKIA lor the travel. The claim by I\,4r. James Githaiga Muriilhi was for both ways i.e. lrom Kakamega to
Nyeri and return.

Further commenls from the auditor

Explanalions received and considereci though the documents in the file did not contain lhe details as
explainod verbally.

Baker Tilly i/leralis Certrlisd Public Accountanls Nairobi Kenya

Account
No.

Kahawa Sukari
To Jkia (Kshs)

Pv No.

7,000.00PV 5183

PV 0501 4,500.00

2210403

Stalf Name

Alex N Rugera

Date

2810612012

2210403Alex N Fugera

l



The Govenmenl of Kenya through The Pa iafientary SeNice Commission (PSC), independenl auditots'repoi fot
The Otlice ol llte Auditot General (OAG) / Renya National Audit Office (KENAO) lot lhe peiod beglnning ft July 2Ot l
lo 3f June 2o12

Finding n' : 18 Title: Excessive cash purchase of fuel

Description ol the finding

We noled that KENAO entered into an agreement with Tolal Kenya in which every KENAO vehicle is
allocated a certain amount of money for luel per month which should not be exceeded and that il a car
breaks down and is therelore not in operalion, the card for the particular vehicle is stopped from usage.
The luelling contract excluded Embu and Garissa areas in which tho services were not available and
stafls wilh assiqnments in those areas were given a float of Kshs.2s, 000 per vehicle per monlh for
fuelling.

Despite the existence ol the luelling contract, we noted rampant use of cash lor purchase of luel in areas
outside Embu and Garissa as detailed in the table below;

Dale Account No. PV No.

131O112012

15/05/2012

2210403 PV2921 James K l\,4wangangi 52,640.00

2210303 PV4A23 Simon Chlbolc 42,455.OO

09/09/2011 2210303 PV0750 Gerald I l\,4aina 54,741.OO

26/0312012 2210303 PV4003 Harrison T l\4wangi 30,743.00

1A1O412012 2210303 PV 4337 Benson E W Wanjau 20,075.00

02/o412012 2210303 PV3945 Samuel O Owana 42,765.OO

50,300.00

109,871 .00

2A/05t2012 2210303 PV 5021 Kenneth K Biegon

2210303231O112012

Description

(Fuel Costs Charged On lmprest
lssued)

Elizabeth Tieng

Amount

(Kshs)

lmptications:

There is a high inherent risk ol manipulation of the fuel expendilure claims and possibililies of luelling the
car through the agreement with rotal Kenya and claiming the expense as a cash purchase at lhe same
time. This would be possible through collusion between KENAO staff and the Total Kenya fuol pump
attendants.

Flecommendations:

We recommend that KENAO insisis on iuelling through the agrcement with Total Kenya unless a valid
reason is given be,ore commcncement of the audii mission as credil card system which is a cornputerized
purchase method may not bc easily altered compared lo cash purchase method. cash payment should
only be used when the credit card cannot be used, e.g. in places where Total petrol station has no ou et.
KENAO should also ensure that the credit card is at all times paicl to avoid disconnection.

Allernatively, we recommend that KENAO uses eiiher cash or card system.

'iecommendation Priorily: High

.lomments f rom KENAO: None Provided

l l

l

I



Description of the lindings:

It is a requirement of sound internal control system practicc lhat cxpenditures be supported with

approved payment vouchers, invoices, receipts and payee lisls whcre applicablo. We noted that the
Iollowing expenditures completely lacked support.

The Govettnent ol Kenya thrcugh The Patliamenlary SeNice Commission (PSC), ndependenl audilots'. rcpoi for
The Ofticc dl The Auditoi ce,terai 1OAc1 i kenya Nalio al Audil Otlice (KENAO) iot tte penod beginning l" Jt';y 2011

b 3e June 2012

Title: Expenditure completely not supported

Details

Minor alterations to
buildings

Purchase of computers

Purchase of computers

Tolal

lmplications:

The unsupported costs of Kshs. 2,010,699 could be treated as ineligible expenditure hence a rerund of

the money to The Treasury could be sought.

Recommendation:

we recommend that KENAO supports atl its expenditure using approved payment vouchers, invoices,

receipts, payee lists and other relevant support documents.

Recommendation Priority: High

Comments lrom KENAO: None provided

Finding n": 19

Amount

(Kshs)

Account
No.

lNv /
PV No.

DescriptionDate

737 ,524.OO12540 Greater Heights
Enlerprises

30to412012 222A209

682,475.00Pan African Focus31 1 10022411112011

590,700.00Pi.tn African Focus31 1 1002

60619

621451610212012

2,010,699

R:!ker Tillv Meralis Certrired Pubhc Accou:'lanls Nairobi ' Kenya



The Govenment ol Kenya through rhe Pa iamentary seNice commission (psc), independent auditots,rcpotl lot
The Oltbe ol fhe Audito, Geneal (oAG) / Kcnya Nalional Audii Ollice (KENA2) lot the period beginning ft Juty 2011
to 3dh June 2012

Finding n": 20 Tille: lnadequate Support procurement transactions

Description of the findings:

We noted although quotalion analysis were attached, the following procurement transactions were
cffected without supplier quotations attached to the transactions;

Date Account
No.

PV No. Amount
(Kshs)

07105t2012 31 1 1001 244 Leja Media Services 63,000.00

12103t2012 31 1 1001 1 134/1 1 38 Tusker Mattresses Ltd 448,890.00

11101t20',t2 3111001 10463 Fasl Choice 98,000.00

0611212011 311r001 33995 Victoria furniture '140,000.00

o6/1012011 22108O1 PV1073 lvy Outside Caterers Scrvices '107,400.00

lmplications:

Failure to attach the quotations lrom ths suppliers is a breach of the procurement regulations

Description

Hecommendation:

Original copies oI quotations obtained trom suppliers should be attached as support documents lor every
procurement lransaclion.

Flecommendation Priority: High

Comments from KENAO: None provided

B:1ker Tilly r,4eralis Cc(iircd r)!l)ttc Accounlanls Narrobr - Kenya
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The Governmenl ol Kenya lhrcugh The Pa kmentary Service comnissian (Psc), ndependent audilots" repotl. for

The O ice6l fhe Audtoi cenerat 1oec1i Xe,lya NationalAutlit Offite (KENAO) lo. lhe peliod begintting 1" July 2011

to 3d June 2012

Flecommendation:

We recommend that members o, stafl wishing to proceed on leave fitl in leave forms well in advance, that

is one month in advance.

Becommendation Priority: Medium

Comments lrom KENAO:

As you have stated, KENAO policy on leave is that a member of statf wishing lo go on leave should till a

leave lorm. However, at times due to exigencies of duty it becomes ditficult to be very clear when an

otlicer will bo allowed to take their leave. this gives rise to situaiions where the chance to proceed on

leave appears suddenly and statl are allowed to proceed for leave as long as their personal programs

ujr"L. tn'tt u 
"r"". 

quoied in your letter, even though the Team had planned work to do, it turned out that

th-ere was no lmprest lrom the head otiice so they were allowed to proceed for leave'

Description ot the findings:

It is KENAO'S policy that a member of statl wishing to be on leave should fill in a leave form one month in

advanco. We irowever noted instances whereby members of statf filled in leave forms iust days before

starting their leave. See table below:

Date when Applied For Leave

Mungal Dominic Muriithi '13t0612013

Waithaka Veronicah Wangui 011o712013

l\4wangi Catherine Waniiku 01t0712013

Gitu Peter King'ori 2710612013

Gakonya Patriciah Njambi 27/0612013

Date When Started Leave

0210712013

011o712013

011o712013

2A10612013

2A/0612013

27/0612013 o11o712013

lmplications:

Members of staf, proceed for leave oven before approval

Jane Bahab Wabiri

Finding n": 21

CrkerTilly Metalls Cerlriied Priblic A{:oolinlants Nirirobr Kcnya

Stall Name



The Govenmenl ol Kenya lhrcLtgh The Pa iamentaty SeNice Commission (PSC), independenl aulitots'rcpatl lot
The oftice ol fhe Auditar Gancral toacl / Kenya National Audit Offtce (KENAO) lor the period begtning ft Juty zot l
to 3dt' JuE 2a12

Finding n": 22 Title: [t4ovcment o, assets not recorded

Oescriplion of the ,indings:

According to the Government Finance Flegulations and Procedures, Chapler 19 Seclion 19.S, lransler of
small quanlities of allocated slores between departments may be authorized by the accounting otficer
concernod. We however noled unauthorized transfer of assets lrom Team 1 to Team 2 at the ceniral hub.
Otfice desks and olfice chairs had been lranslerred but lhere was no written authority to lhat eftect.

lmplications:

Failure lo seek authority before transferring assels from one otfice to another is breach oI the above
stated regulation

ln addition, accounling for assets/stores may not be accurate as it is not clear what has been moved
where. This makes it hard to update the assels inventory.

Becommendation:

We recommend that authority is sought before lranslerring assetystores and that the assets inventory
records are consequently updated.

Comments from KENAO:

The two teams in the Cenlral hub are located on the same floor and the offices are adjacent to each other.
The assets issued to the two teams are considered in totality and any movement of assets belween them
may not necessarily require authority, However, the otfice is going through reorganization and once this is
complete, all assets issued to Teams 1 and 2 at the Central Hub will be deemed to have been issued to
the hub.

P:!qe d i

Recommendation Priority: Medium

J PrrDl



The covenment ol Kenya lhrough The Pa iamentary Service Commission (PSC), independent auditots'rcpotI lot
n@ oiiee ol The Audito; Gene?i (OAG) / Rerya National Audil Oltice (KENAO) lor thc pcriad baginning ls July 20l 1

lo 3d June 2012

tO. Appendix (vi): Persons contacted or involved in the audit

Samuel N.4uguchia
I\,4uchiri

Ag. Manager (Budgeting ancl Planning)

Madhav Bhandari

John Mucheru

Erastus Ochieng

Bclh Wambui

Eric Shikanda

The Auditor - Baker Tilly Merali's Certif ied Public Accountants

Partner

AUdit Senior

l\4anager

Audit Senior

Audit Supervisor

The Entity subject to audit - Oflice of The Auditor General (OAG)

Edward Ouko Audiior General

Director of AuditStanley Muqo lvlwangi

S. N. Kinuthia Deputy Auditor General (Corporate Services)

lvleshak Onyango Ag. Director (Finance)

Manager (Accounts)

lnternal Audit Manager (Hubs)Evans Koina Mogere

Manager (HFl Governance)Vincent Fidelis Nilboya
lvlu lwa

Senior Supervisor Audit (Procurement Administration)lsaac Nzioka Makau

Parliamentary Service Commission (PSC)

Justin N. Bundi

Martha Wanjiru Mbau

Clerk ol The Nalional Assembly l



The Governtnenl ol Kenya lh@ugl1 The Pa iatnenlary Se.ice Cotntlission (PSC), iodependenl audioE eport lot
The Oltice ol The Audilat Genetal (OAG) / Kenya Nalional Audit Ofiice (KENAO) lor the penocl begnnng l't Juty 201 1

lo sdh Jme 2012

9. Appendix (v) - General Accounls of Vote(GAV)

Balance (Kshs)

Opening balance 1 43, 1 10,604

Surplus of gross eslimates over expenditure lo be surrendered to Exchequer '190,51 1,432

333,622,036
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8. Appendix (iv) - Bank balances

Balance (Kshs)

190,939,596

5,898,348

261,244Kenya Commercial Bank account balance

Opening balance as at 1'r July 201 1

Central Bank of Kenya Account balance

197,099,228Total bank balances

PrlJe 4-o
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6. Appendix (ii) - Details ot Appropriations in Aid (AlA) / Remitlance to Exchequer

Flecurrent Appropriations summary from 1"t July 2o1 1 to 3orh June 2oi 2

ote Details

Opening balance as at 1st July 201'l

Approved
Estimates

(Kshs)

Actual
Fleceipts
(Kshs)

Excess
Receipts

Payable To The
Exchequer

(Kshs)

111,833,507

2801 Audil serviccs 'r 9,400,000 13,05'1 ,034

2AO2 Audil services (Corporations) 90,600,000 117,488,75s

Total / net change in 2011 I 2O12 1 10,000,000 130,539,789

Balance carried torwards

(6,348,966)

26,888,755

20,53S,789

132,373,256

Baker Tlly Merahs (leruiied Public Accounlants Pa9
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Subscriplion lo
newspapers, magazines
& periodicals

Catering services
(receptions),
accommodation, gitts,
food & drinks

Purchase ol uniforms &
clothing - sta,f

General oifice supplies
(paper, pencils, small
office equipment e.t.c)

Mainlenance expenses
- molor vehicles

Maintenance ot office
furniturc & equipmcnt

2210799 Training exponses -
other budget

Gross expenditure

Appropriations ln Aid

Sale oi goods & iees lor
services

(2,000)

1420601 Sale ol tender
documents

(82,000)

(12,967,034) (1 1 7,488,75s)

(84,000) (12,S67,034) (1 17,488,7s5) (130,539,789)

11120344 Audit lccs

l otal Appropriations ln Aid

Item Tittle and detail Central
Government -

280101

Local
Government -

240102

Statutory
Boards &

Corporation -

280202

Tolal
expenditure

K shs K shs

878,9952210708

221 1301

Trainer allowances

Bank services,
commissions & charges

cam parqn s

878,995

3,000

Ksh s

3,1 00

31 '1 1003 174,236

100

Ksh s

17 4 ,236

2110302

Purchase of air
conditioners,,ans &
heating appliances

Honoraria 2,406,548 2,406,548

22'10503 3,721,126 5,508,8'15

2210801 1,705,686 3,253,8231 ,019,203

987,410

2211016 1 ,257,785

800,279

528,934

378,560 240,000 1,876,345

2211101 7,812,168 1,653,428 9,844,576

5,905,564 20,865,1112220101

2220202

11,250,579

649,546

3,708,968

378,980

17 4,555 824,101

(181 ,050) ( 181 ,050)

340,644,588a22,040,567 177,463,428 1 ,340,148,583

3520304

(130,45s,789)

(2,000)

(82,000)

Total Expenditure Head 821.956,567 164,496,394 223,155,833 1.209.608,794

kat
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Tittle and detail

Advertisement,
, ll t,r rl , ir'

Total
exPenditure

245,015

5,542,500

Central
Governmenl -

280101

Local
Government -

240102

Statutory
Boards &

Corporation -
280202

Item

Ksh s Ksh s Ksh sKshs

18,808,364 34,340,469

142,207,544

2,669,O22

45,637,64322'10303 Daily subsistence
allowance

pl'ron e

2,175,129442,4792211305 Contracted guards &
cleaninq services

4,174,147

53,065,766

1,049,440

4,174,147

12,863,083

43,504,135

683,2'1 0

22'1 1308 Legal dues, arbitration &
compensation payments

2,696,528 1 ,338,129 4,034,65722?O209 Minor alterations to
buildings & civil works

1 ,1 69,606 4,458,768Maintenance o,
computer, software,
net\rvork &
communication
equipmenl

3,289, r 622220210

180,000 906,48561 3,885 1 12,6002210604 Hire of transport
equ ipment

3,365,688 6,947,917 19,775.628

2211201 Refined iuel & lubricants
tor transport s,462,O23

41,790 't ,236,1 31Purchase ol otlice
lurniture & flttings

31 1 1001

600,467 1 ,O57 ,44431 '1 1002 Purchase of computers,
printers & other lT
equipment

1,1S4,341

457,O17

106,390 57,081 481 ,526211031 1 Trans,er allowance 318,055

283,35451,741 61,688221 0101 Electricity

57,035 42,575 272,5082210102 Water & sewerage
charges

169,S25

172,498

754,418 403,1392210301 Travel costs (airline,
bus, railway, mileage
allowances etc)

406,456

215,045)

1 ,564,013

484,104135,779

5,480,177

133,280

62,323

2210304

2210502

Sundry ilems (airport
tax, taxis etc)

Publishing & printing
services

Baker Trlly i,{eralis Ccrl,fi.c Publc Accour,irnls Narrobi K4nya Pi;c 15
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Itcm Tittle and detail Central
Government -

280101

Local
Government -

280102

Statutory
Boards &

Corporation -
280202

Tolal
expenditure

Kslrs Ksh s

22'10303 Daily subsistence
allowance

phone 18,808,364

53,065,766

2,669,O22

45,637,643

12,863,083

43,504,135

Kshs

2211s05 Contracted quards &
cleaning services

'1,049,440 442,479 683,210

34,340,469

142,207,544

2,175,129

K shs

221 '1308 Legal dues, arbitration &
compensation payments

4,17 4,147

2220209 2,696,52A '1,338,129

22?-0210

Minor alterations to
buildings & civil works

lvlaintenancc of
computcr, software,
network &
communication
equipment

3,289,162 1 ,169,606

4,17 4,147

4,034,657

4,458,7 68

2210604 Hire of transport
equipment

613,885 1 12,600 906,485

2211201 Befined luel & lubricanls
for transport

9,462,023 3,365,688 6,947,917

180,000

19,775,628

31 '1 
1 001 Purchase of oflice

furniture & litlings
1 ,194,34'1

31 1 1002 Purchasc of compulers,
printers & other lT
equipment

457,O17

41,790

600,4 67

211031 1 318,055 106,390 57,081

1 ,236,1 31

1 ,O57 ,484

48'1,526

2210101

Transfer allowance

E lectric ily 169,925 51 ,7 41 61 ,688 283,354

2210102 Waler & sewcrage
charges

57,035 42,575'l72,898

754,41822'10301

2.21(')304

Travel costs (airline,
bus, railway, mileage
allowances elc)

Sundry items (airport
tax, taxis otc)

135,779

5,480.177

245,015

272,508

403,139 406,456 1,564,013

215,045 484,104

5,542,5002210502 Publishing & printing
SETVICE S

Adverliscment,
Lr t) tc

Bak(rr Trlly ileralis CertrlLer:l Publtc Accouni.tnts Narrobr - Kenya

133,280

62,323

245,015
L



',l,,lr',1

666't69'82

o00'099't 000'006

909'ZLt'66b

arnllpuodxa
leloJ.

alrqou t allullsJcl
'xalal'auoqdalal lozo tz?,

ocuEMollP uodsuDll l., rUU L liiooo'zt0', 000'00r'9 i

000'091't

eluoy rrloreN sl(lrilunocav allqnd parlluoC sllEr.rn illll lolrr0

aJUS/vlollP

luauulEualul 0teotrz

t et'/e9'00e

991,'029'L

009'6 L9

tz6'zl,E

slollpnE

lEU.ralxa - sauelES clsEE u0t0t tz

t0 t08z
- luaururaAo9

leilua9

000'006

t06'890'/e !

LLA'ArL salcrqeA lo IneLl.la^o

suollnlllsul
Irpnv auJardns
lo uoBEsrue6lo

leuo0EUralul

tzz'0z6'z

009'6 t 9

r0B0t tu

z9toz9?

tozozzz

sull 6ulpnlcur

luaujdrnba 3 
^lautqJPuJ'luEld lo ocuEUalurPW60l'zvz

ze0'989

o 160lzzasuernsul leclpa|/!LZZ'9L8,ZI

vo Lo l-Lzete'zne'n

t090tzz

luoudrnba 8
sarlrlrcel 6ulure.rl Io allH

lerluaprsol
-uou-salE.lSsluouLIL'ZOS'tZ t00'z t6'19S1'028'06

bono lzz
(cla xel 'xel

UodIE) sualr IIPUnS

LZZ.9LS'ZL

ttc'zvt'b

8e0'90 t'69

r 99'0e II r t'1c 009'r0 tLgtt'ZLZ

zoto lzz
la^erl 3rlsaulop

- uo[Epou-]n occvLLZ'88e0t8'19C926'9e0't

Lltot tz
acueMolle

sluPruas crlsauroc000'rz9

6S8'089

000'te9't000'201ooo' lrg'e

80e0 L tzorueMolle lEcrpay!t 8s'19 r'e !60'0I9' t,zs'nta'tl
t0s0 r ra988'086'9 !zzt'999'lt889' r?e'6' r

zolotLz

aciJeMollE osnoH

slue^ras lr^lc - Illnleje000'006

e9l I lzz

sacrAJos
puE sarlddns 'slEualBLU

6urueelc 6 [teltueg

z9r'!90'6

089'r09'06

000'006

09r'829L96'6tZ 8et'sz i899't16

ze6'08r'E 000'966 ZOIIIZZ88t't0 L'9

SqSY

secl las
3 SrOlnduos]ol

sauossac3e 8 SAllddns

S qS)lstls) s r.ls)

ualllrPlap pu" alull

zozosz
- uorlerodJoC

I8 sprPo8
AiolnlelS

zt2z eunl w1t ol

I t oz t\f ,.t 1utuubaq poLtod aqt rot (OVNjl aoulo llpnv puotrcN eluoy / (gv)) l ouag )oltpnv oqf lo eeUO aql
to1 poaat',ito11pne luepuaclapu '(CAA uolssMwao a.tuai fueueLuelled aql qbnotLll etua, )a luouue^oC atl!

lbz'qle't9

vv L'tat)

zotoBz
- luauuraAoc

leco'l
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The Oflice otThe Auditot Geneal (OAG) / Kenya National Audit Ofihe (KENAO) lot lhe period beginhing 1't July ml1
lo 3d June 2Ot2

242,109

lnternationai
Organisation of
Supreme Audit
lnstitutions

519,500

Overhaul ol v Jhiclcs 1,620,455 556,889

2110104

21'10313

Basic salaries - external
auditors

Entertainmcnt
allowance

300,637,331

1750,000

137,358,934

900,000

9,1 59,099Transport allowance

t)210201 Telephone, telex,
lacsimile & mobilc

ftaner litty Ue-ratrs Cer-,iti--O euUtn, ,tccountanis l'

llem Tittle and detail Central
Government -

280101

Local
Government -

280102

Statutory
Boards &

Corporation -
240202

Tolal
expenditure

Ksh s Ksh s K shs

221 1102

Kshs

5,101,188 383,744 6,480,S32

2211103

Supplies & accessories
lor computers &
services

Sanitary & cleaning
materials, supplies and
seryices

628,463 126,138

996,000

21 9,957 974,558

2710102 Gratuity - civil servants 900,000 900,000

2110301 House allowance '16,980,886 41,A56,122 149,341 ,s88

21 '10308 IVledical allowancc

90,504,580

9,051,'r52 1,610,091 3,'153,581 13,814,824

2110317 Domestic servants
allowance

'1,521,000 624,000 702,O00 2,847 ,OAO

2210302 Accommodation -

domestic travel
580,859 388,277 367,840 1,336,976

2?_10404 Sundry items (airport
tax, taxi etc)

I30,551 104,500 37,416 272,467

7,912,001 90,820,75659,106,038

4,342,333

23,4O2,717

4,342,333

2210603

2210744

2210910

Rents&rates-non-
residenlial

Hire ol training facilities
& equipment

l\ledical insurancc 72,475,227

2220201 IVlaintenance of plant,
machinery & equipment
including lilts

72,87 5,227

342,923

585,032

2620162 519,500

31 10801 2,920,221742,877

61,376,241 499,372,506

3,550,000

'? 110314

900,000

4,032,000 28,591 ,99915,400,000



Statulory
Boards &

Corporation -
280202

Central
Government -

28010'l

Ksh s Kshs

Title and deta il

Ks hs

151,200'1 13,4002110307 Hardship allowance

45,04821 '1 031 5 Extraneous Allowance

29,259,564

45,048

47,650,4012110320 Leave allowancc 11 ,387 ,743

220,519 977,0902210203 Courier & postal
services

613,502

22107 01 7,446,839

2210703

Travel allowanc()

Production & printing ol
training materials 1,369,520

7,003,054

143,069

't,369,520

1,350,9r22210712 Trainee allowance '1 ,350,912

128,335 56,132 184,467

2214802 Boards, committees,
conferences & semioars

218,1102210808 Purchase ol collin 2'18,1 10

260,000 691 ,000Purchase of other otlice
equipment

43'1 ,00031 1 1009

74,858,086 1 18,294,8872110312 Fiesponsibility
allowance

7,196,833Daily subsistence
allowance

28,59'1 ,'1 58

1,869,593

338,322

4,13 1 ,216

338,322

2210403

2211310

531,951240,99931 't 1004

Contracted prolessional
services

Purchase of exchanges
and olhers

The Governmenl ol Kenya lhrough The Parliamentary SeNice Commissioh (PSC), independenl audilots'. rcpotl lot
The Ollice ol The Auditot General (OAG) / Kenya National Audit Oflice (KENAO) tot lhe penod beginninq 1" .tulv 2Ol 1

lo 3dt' June 2012

Appendix (i) - Recurrent Approprialions ln Aid lor the period 1"' July 2011 to 3orh June5
2012

Item

31 1 1005 Purchase of
photocopiers & other
otlice equipment

; 210202 lniemet conneclions

22101101 Travel costs (airlines,
bus, railvvay etc)

Kshs

37,800

14,845,643

1 ,'1 96,024

772,950

307,895 307,895

687,685 300 687,985

2,034,246 219,923 2,536,414

1,688,729

Local
Government -

280102

Tolal
expenditure

2210710 Accommodalion
allo!vance

Ilairobr - Ksrryrl

242,245

1,688,729

7 ,446,839

r filly Merilrrs Ceiiiiear PLblc Acco,rn,anl
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Find ing n": 23 Title: lnadequacies in staff management

Description ol the findings:

We reviewed a sample ol KENAO's external audit files and olher aspects ol the organization's operational
etficiency and noled that;

i. The organizalion did not maintain time sheets lor its entire staff.

ii. There were no mission reports for the external audits conducted by KENAO staff for the
Parastatals, Local Authorities, Government Ministries and other audits conducted by KENAO.

iii. Despite paying members subscriplion tees lor stafl who are members ol The lnstitute oI Certilied
Public Accountants (ICPAK), the statf Jiles did not contain the ICPAK CPD updates

lmplications:

Without staff time sheets, it would be impossible to verify whether staff worked for the organizalion during
the mission duration.

Flecommendation:

We recommend that KENAO adopts the use ol time sheets as a basis of statf time management and a
way ol determining the individual staff etficiency during the year.

Recommendation Priority: Medium

Comments ,rom KENAO:

Most branches within KENAO have not been using time sheets. However as from July 2013, the Otfice
adopted the risk based methodology approach to Audit work which requires that a time sheet be
maintained. The otfice is now in the process o, implementing the use of time sheets.

KENAO auditors on any field assignment are required lo produce audit report(s). The reports are available
,or your contirmation.

The oflice pays for ICPAK subscriptions for senior managers (Manager Level and above). However, it is
the officer's responsibility to ensure that they maintain their CPD updates since the office does not
sponsor the same.

Baker Trlly Mera|s Cerliired Public Accour.rants Narrobr . Kenya P age 42




