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SUMMARY OF THE REPORT OF THE AUDITOR.GENERAL ON THE FINANCIAL
STATEMENTS FOR MINISTRIES, DEPARTMENTS, COMMISSIONS, FUNDS AND OTHER
ACCOUNTS OF THE NATIONAL GOVERNMENT FOR THE YEAR 201612017

1.0

1.1

General

Legal Mandate of the Office of the Auditor-General
. The Office of the Auditor-General is established as an Independent Office under Article 248(3) ot

the Constitution of the Republic of Kenya.

. The Auditor-General is appointed in accordance with Article 229 of the Constitution.

. The statutory duties and responsibilities of the Auditor-General are given in Article 229(4) (5) (6)
and (7) of the Constitution and Public Audit Act,2015.

I have already issued my audit reports to the respective accounting officers for the financial statements for
201612017 of their respective Ministries, Agencies, Departments and Funds.

This report provides a Summary of my audit findings of the financial statements of the National Government
of the Republic of Kenya for the financial year ended 30th June, 20 1 7 .

The scope of the audit in National Government includes Ministries, Government Departments, Agencies,
Funds and Development Partners' funded Projects.

1.2 Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of financial statements in accordance
with International Public Sector Accounting Standards (IPSAS) - Cash Basis and for such internal control as

management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The management is also responsible for the submission of the financial statements to the Auditor-General in
accordance with the provisions of Section 47 of the Public Audit, 2015.

1.3 Auditor-General'sResponsibility

I carried out my audit in accordance with International Standards of Supreme Audit Institutions (ISSAIs).
Those Standards require that I comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the finanr:irl statements are free from material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. It also includes evaluating the accounting policies used and significant estimates made by
Management, as well as evaluating the overall presentation of the financial statements. Further, it includes
procedures to determine whether public money has been applied lawfully and in an effective way.

I considered the public entities' internal control systems in order to determine my auditing procedures for
the purpose of expressing an opinion on their financial statements. To ensure that the execution of the
National Budget was in conformity with the provisions of existing laws, regulations and prescribed
procedures. the audit essentially covered authorization and approval of expenditure, budget procedures,
management of bank accounts and a review of the internal control systems set up by the audited public
entities.

The sections below highlight key findings noted during the audit of the financial statements for the year
ended 30th June.2017.

Suntntar.r' of'the report d the Auditor Gencrul .lbr the .t'eur 2016-201 7
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2.0 National Government Budgetary and Expenditure Review

2.1 Budget Review

2.1.1 Budget Trend Analysis

The gross estimated Government expenditure has increased over the last five years from KSh.
1,485438,350,899 in the year 20l2l2ol3 to KSh.2,541,568,251,270 in the year 201612017 representing an

increase of KSh. 1,056,129,900,371or approximately'11Vo over the five year period. Similarly the actual
gross expenditure has increased over the years from KSh. I ,215,862,845,060 in the year 2t)1212013 to KSh.
2,390,531,985,901 in the year 201612017 representing an increase of KSh. 1,114,669,140,841 or
approximately 877o over the period. This implies that the scope of my audit has also more than doubled over
the last five years. The tabulation below depicts this trend:

Budget Trend Analysis
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Budget Trend Analysis for the last Audited Five Years

Year
20t2t2013

KSh.

201312014

KSh.

2014120t5

KSh.

201512016

KSh.

2016/2017

KSh.

Gross
Estimated
Expenditure

l ,485 ,438,350,899 1,551 ,192,12t,388 2 ,099 ,370, I 86,39 1 2,253,494,806,46,1 2.541 568.251.210

Actual Gross
Expenditure

| ,215 ,862,845 960 I ,46 r ,965,849,061 I ,906,84 1 500 ,924 | ,999 ,11 4 ,160 ,912 2,390,531,985,90r

2
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2.1.2 201612017 Budget

ln 2o1612017 the Approved Estimated Gross Expenditure was KSh. 2,541,568,251,270 while approved

Appropriations-In-Aid (AIA) were KSh. 448,217,171,819 resulting in Net Approved Expenditure of KSh.
2 ,093 ,350 ,419 .451 as follows:-

As shown above, 40?o of the approved net expenditure was budgeted for meeting the National Government
recurrent expenditures and 2lVo for development expenditures. Consolidated Fund Services including
repayments of Public Debt accounted for another 25Vo, whlle County Governments accounted for l4%o of
the total budgeted net expenditure.

The2016120l7 gross budget of KSh. 2,541,568,251,270 was shared between the National Government and

the County Governments at the ratio of 89Vo and llVo respectively as follows:-

National
Government

Gross Estimated
Expenditure

(KSh.)

Estimated AIA
(KSh.)

Approved Net
Expenditure

(KSh.)

Net Expenditure as a
Vo of Approved total

Net Expenditure

Recurrent Votes 929,104,106,437 88,49r,935,859 840,612,170,578 40Vo

Development
Votes

801,s30,580,399 3s9,725,83s,960 441,804,744,439 21Vo

Consolidated
Fund Services

526,211,209,434 0 526,211,209,434 25Vo

Sub-total for
National
Government

2.256 ,84s ,896 ,270 448,2t1 ,171 ,819 I ,808,628,124,451 86Vo

County
Governments

284,722,355,000 0 284,722,355,000 l47o

Grand Total 2,541 ,568,251 ,210 448,217 ,771,819 2,093,350,479,45t 1007o

Comparison of National Government and County Governments Gross Estimated Expenditure

Gross Estimated Expenditure

KSh.
ls a Voage of Gross Estimated

Expenditure

National Government 2,256.845.896,270 89Vo

County Governments 284.722,355,000 llTo

Grand Total 2,54t ,568,251 ,270 l00Vo

5
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Gross Estimated Expenditure: Counties Versus
National Government

! National
Government

r county
Governments

The County Governments allocation of KSh. 284,722,355000 for the year 20L612017 was however based on
the audited revenue for the year 201312014, since the audited financial statements for 2OI412O15 had not
been tabled in the National Assembly by Public Accounts Committee. The County Governments
expenditure has been accounted for and reported individually by each of the forty-seven (47) County
Governments and the respective audit reports issued for County Governments and County Assemblies.

22 201612017 Net Actual Expendlture for the National Government

2.2.1 The financial statements for the year 201612017 for the National Government show total Actual
Expenditure of KSh. 2,026P52,946,211 representing 90% of the gross estimated expenditure of KSh,
2,256,845,896,270.In addition, the actual expenditure of KSh. 2926p52,946,Zll represents an increase of
KSh.29l ,097,875,295 or l7% when compared with actual expenditure of KSh. 1,734,955,070,916 in
201512016 Financial Year, as shown below:

4

National
Government

89%

County

tt%
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Votes

Gross
Estimated

Expenditure
20t612017

KSh. in

Billions

Actual
Expenditure

201612017
KSh. in

Billions

Absorption
as a Eoage of

Estimated

Expenditure

Proportion
asaVoof

actual
201612017

Previous
Year

(20tsn6)
Actual

Expenditure
KSh.

Voage
Increase
in
2016/17

Combined
Recurrent and
Development
Votes

1.730.63 1.526.24 88Vo l5Vo 1.258.45 lSVo

Consolidated
Fund Services

526.21 499.81 95o/o 257o 476.50 5Vo

Totals 22s6.8s 2,026.05 90Vo l00Vo 1,734.96 l49o

2.2.2 The Actual Expenditure of KSh. 2,026,052,946,211 comprised expenditure amounting to KSh.
1,526,243,383,161 or 15Vo and KSh.499,809,562,450 or 257o of the total actual expenditure under
combined Recurrent and Development Votes and Consolidated Fund Services respectively.

2.2.3 The actual expenditure of KSh. 2,026,052,946,211 represents an increase of 3Va when compared to the
actual expenditure of KSh. 1,734,955,070,916 incurred in 201512016. This increase is occasioned by a
combination of an increase of KSh.261,190,929,283 or 2lo/o of the combined Recurrent and Development
Votes and an increase of KSh. 23.306946.012 or 5% in Consolidated Fund Services.

2.2.4 There was a gross under-expenditure of KSh. 230.792,950.059 made up of under-expenditure of KSh.
204,391,303,075 for combined Recurrent and Development Votes and under-expenditure of KSh.
26.401,646984 for Consolidated Fund Services as tbllows:-

Sunrnnn ol tlrc report o/ tlte -.luditor Genet al for the year )016-2017
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Votes
Gross Estimated

Expenditure
2016t2017

Actual Expenditure
201612017

Under/(Over)
Expenditure

Vo

Under/(Over)
Expenditure

Recurrent and
Development

t ,730,634,686,836 t 526,243,383,761 204,391,303,075 12Vo

Consolidated
Fund Services

526,21t ,209,434 499,809,562,450 26,401,646,984 5Vo

Total 22s6$4s$96270 2,026,052946211 230;792950,059 lOTo

2.2.5 The under-expenditure of KSh. 204,391,303,075 under combined Recurrent and Development Votes

was mainly attributed to inadequate exchequer issues and delayed disbursement of donor funds. Detailed

reasons for the under-expenditures are provided in the respective financial statements tor 2Ol6120l7 .

23 Revenue Analysis

23.1 Ordinary Revenue Budget Trend Analysis

The budgeted revenue from tax and non-tax receipts (ordinary revenue) increased over the last five years

fromKSh.870,518,584,891 intheyear2}l2l20l3toKSh. 1,381,966,307,421 in theyear2.016120lT.Thisis
an increase of approximately 59Vo over the five year period. However, when compared to the gross

estimated expenditure, the overall deficit has increased over the years from KSh. 614,919,166,008 in the

year 2Ol2l20l 3 to KSh. I ,l 53,601 ,943$49 in the year 2016120 I 7 representing an increase of approximately
l00%o over the period as fbllows:-

Gross Budgeted Expenditure Vs Budgeted Ordinary Revenue

Year
Gross Budget
Expenditure

KSh.

Budgeted Ordinary
Revenue (Tax & Non

Tax Receipts)

KSh.

Deficit

KSh.
Deficit as 7o of
Gross Budget

201212013 1,485,438,350,899 870,5r8,584,891 614.919.766.008 41o/o

2013t2014 l ,557,192,721,388 959,854,104,424 597,338,6 t6,964 389o

2014t2015 2,099,370,186,391 I ,098,1 61 ,501,261 t ,o}t ,202,685,124 48o/o

2015t2016 2,253 A94,806467 1,141,863,1749q2 | ,l I I ,631 ,632,374 49Vo

z0t6t20r7 2.541 ,s68 ,251 ,274 1,387 ,966,301 ,421 1,153,601 ,943,849 45o/o

6
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GROSS BUDGETED EXPENDITURE VS BUDGETED
ORDINARY REVENUE

)o12/)O73 2Ot1/2O14 2O14l2O1s 2019/2076

E Gross Br-rdgt'tr:cl Expentiit urt'

tf uudgritcrl L)rclirrary Rt"rt'true( l.rx &Norr l.lx Retcitrts)

I t)eficit

t)ef ic it

2075/2Or7

The deficit between the gross budgeted expenditure and the budgeted ordinary revenue is funded through
borrowings either from domestic markets (Treasury Bills and Treasury Bonds) or borrowings from external

development partners.

2.3.2 Estimated Receipts versus Actual Receipts of Ordinary Revenue

The estimated receipts from tax and non-tax receipts (ordinary revenue) increased over the last five years

fromKSh.870,518,584,891 intheyear201212013toKSh. l,387,966,307,42lintheyear201612017.Thisis
an increase of approximately 59Vo over the five year period. Similarly, the actual receipts from tax and non-

tax receipts has increased over the years from KSh. 184,497,879,683 in the year 2}l2l2ol3 to KSh.

1,319,297,139.846 in the year 201612017 representing an increase of approximately 66Vo over the five year

period as follows:-

Actual Ordinary
Revenue( Tax &Non

Tax Receipts)
KSh.

:r,ocn

2,5(IJ
B
==oO
c
t
-c6
a
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,o0()

,50(,

,o(x)

50o
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I

o

)

TE

Year

Budgeted Ordinary
Revenue(Tax Non Tax

Receipts)
KSh.

Revenue
Shortage/(Excess)

KSh.

Vo

Shortage

201212013 870 .5 I 8 .5 84,89 I 784.497 .819.683 86020,705,208 9.97o

2013t2014 959.854.104.424 932.03492s,713 27,819,178.65r 2.97o

2014t2015 t ,098.167 ,501,261 1 ,047 ,908,306,414 50,259,194.853 4.67o

2015t2016 l,l4l ,863,174.093 | .160.726.658.504 - 18.863.484,41 I -l.7Vo

2016t2017 | .387 .966,307 .421 1 .3t9.297 .139.846 68.669,161,57s 4.97o

7
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Estimated Receipts versus Actual Receipts of Ordinary Revenue
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2.4 Actual Revenue

2.4.1 During 201612017 financial year total revenue recorded under various revenue statements as received
by the National Government amounted to KSh. 1,357,698,178,325 representing an increase of KSh.
164,079,039,661 or aboutl4Vo when compared to actual collections of KSh. 1,193,619,138,664 realized in
20r5t2016.

2.4.2. Total revenue of KSh. 1,357,698,178,325 when compared to total budgeted receipts of KSh.
1449,051,153,281 resulted in an under-collection of revenue of KSh. 91,352,974,959 or 6Vo. The total
revenue of KSh. 1,357,698,178,325 comprised of KSh. I ,319,297,139,846 and KSh.38,401 ,038A79 relating
to Recurrent and Development revenues respectively. However, actual Recurrent Revenue collected during
the year reflected a shortfall of KSh. 68,669,167,578 or 4.97o while there was a shortfall of Development
Revenue collected of KSh. 22,683,807 ,381 or 377o as follows:-

2.4.3.The reasons provided for the 37Vo under-collection of Development Revenue include non-release of
funds by development partners and low absorption of funds by projects and programmes.

25 The Exchequer Account as at 30th June,2017

2.5.1 The Statement of Receipts into and Issues from the National Exchequer Account for 201612017
reflects an overall net deficit of KSh.28,880,736,111.91 as at 30th June,2017 compared to a net surplus of
KSh.59,808,758,120.81 as at 30th June,2016. The total issues from the Consolidated Fund for both
Recurrent and Development Services, CFS and County Governments during the year 20l612017 amounted
to KSh. 1,996,988,642,544.50 against total receipts of KSh. 1,968,107,906,432.59 resulting in a deficit of
KSh. 28,880,736,111.91 as at 30th June,20l7. However, when added to the Exchequer balance of KSh.
59,808,758,120.81 brought forward from 2015/2016, the result is an overall net surplus of KSh.
30,928,022,008.90 as at 30th June,20l7 as follows:

8

,ii
t\

li

Details

20t6lt7

Estimated

Receipts

KSh.

20t6lt7

Actual

Receipts

KSh.

2016fi7

Excess/

(Shortfall)

KSh.

Shortfall

Vo age

20ts/t6

Actual

Receipts

KSh.

Recurrent
Revenue

1,387 .966.301 .421 1 ,319,297 ,139 ,846 (68,669,167,s78) -4.9Vo t ,160,126,658504

Development
Revenue

6l084,845,860 38,401,038,479 (22,683,807,381) -31Vo 32,892,480,160

Total 1F49,051,153281 1357,698,178325 (et3s29749se) -63%o I,193,619,138,664

Summary ofthe report ofthe Auditor Generalfor the vear 2016-2017



Details 2016t2017
KSh.

201st2016
KSh.

Total Receipts 1 ,968,107,906,432.s9 1,853,346,212,601 .34

Total Issues I ,996,988,642,544.50 1 ,793,7 41,005,899.50

Surplus/(Deficit) for the year (28,880,736,r 11.91) 59,605,266,70t .84

Exchequer balance brought

Forward
s9,808,758,120.81 203,491,418.97

Exchequer balance as

at 30th June, 30,928,022,009.90 591808,758,120.81

2.5.2 l{eceipts into the Exchequer Account during the year of KSh. 1,968,107,906,432.59 comprised of
Ordinary Revenue and Other receipts in form of Treasury Bills and Bonds and Commercial Loan( Euro
Bond) as fbllows:-

Type of Receipt Amount
(KSh.)

Total
(KSh.)

(a) Ordinary Revenue

Tax Receipts I ,253 ,462,7 I 5 ,508 .60

Non-Tax Receipts (Profits
and Dividends.
Immigration Visas, Fines,
Penalties & Forfeitures,
Miscellaneous Revenue,
etc.)

60,849,307 ,894.49 1314312,023403.09

(b) (i) Loans and Grants

External Grants 14,371,810,089.40

External Loans 38,131,378,831.70 s2503,188821.10

Commercial Loan 186302594,108.40

(iii) Domestic Borrowing

Treasurv Bills 86.000000,000.00

Treasury Bonds 328.990,r 00.000.00 4t4990,100,000.00

Total Receipts 1,968,107,906,432.59

9
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Votes
Approved Net
Expenditure

KSh.

Actual Issues
KSh.

Under/(Over)
Expenditure

KSh.
7o Variance

Recurrent Votes 840.612,t 70,-578 819,940,446,000 20.671;724,518 2o/o

Development
Votes

441.804;744,439 394,229,440.631 47.57-5,303,803 1 lVo

Consolidated Fund
Services

526,21t .209 ,434 498,1r0,300,908 28,100,908,526 5Vo

Sub-total for
National
Government

1,808,628,124451 1,712280,187 ,545 96347,936,907 5%o

County
Covernments

284,'722.355.000 284,708,455,000 I 3,900,000 oo/,

Grand Total 2,093350479451 1996888,642,545 96361,836,907 57o

2.5.3 IssuesfromtheNational ExchequerAccountduringtheyearof KSh. 1,996,988,642,544.50 comprised

of Recurrent, Development, Consolidated Fund Services and County Governments issues as follows:-

The underfunding of development budget by llTo was attributed to constraints in reventle collection and

delayed disbursement of donor funds.

2.5.4 Revenue not remitted to the Exchequer

The Revenue Statements reflects an amount of KSh. 1,35'7,698,!7tt,325 as having been collectcd during the

financial year 201612017. The brought forward balance from 201512016 amounted to KSh. 2A46,650.131
bringing the total revenue available in 201612017 to KSh. 1359,144.828,462. The Revenue statements.

however, reflects an amount of KSh. 1,354,564,223,623 as having been paid to the Exctrequer during the

year leaving a substantial balance of KSh. 5,180,604,839 not remitted to the Exchequer as at 30th June,

2Ol7 as follows:-

Vote

Revenue
Balance
B/fwd
KSh.

Revenue
Collection
201612017

KSh.

Total
Revenue
Available

KSh.

Amount
Paid to

Exchequer
KSh.

Balance
C/fwd
KSh.

Recurrent 2,046,556,033 | ,319,297 ,139.846 | .321 .343,695,879 I,3r6,163,185,144 5.1 80.5 10.735

Development 94.104 38,40 t ,038.419 38,40r,r32,583 38,40r.038.4',79 94.104

Total 2,046,650,137 1357,698,178)25 1359,744$28,462 1354,564223,623 5,180,604,839

l0
Summur.r' ol the report o/ tha Auclinr Ganarul fitr llrc .teur )0 I6-)017



2.6. Growth in Public Debt

2.6,1 The outstanding amount of public debt has increased over the years from KSh. 1,767,017p69P21
reportecl in the year 2ol2l2ol3 to KSh. 4,194,102,152,577 in the year 2016120ll representing an increase of
Klh.2,427,085,083,556 or approximately 137Vo over the five year period as follows:-

Comparison of Public Debt vs Actual Gross Expenditure

Financial Year
Debt Amount

(KSh.)
7o Debt
Increase

Actual Gross
Expenditure

(KSh.)

Debt as a
Vo of Total

Budget

2012t2013 I ,767 ,017 ,069,021 lSVo I ,215,862,845 960 207o

2013t2014 2,250 ,845 ,910 ,286 27Vo | ,461,96s,849,061 l5Vo

Comparison of Public Debt vs Actual Gross

Expenditure

s
Y
o
c
3
.l'
.s
c:

C'
E:
<:

CIo

5,000

4,000

3.000

2,000

1,000

0
2Ol2/2013

I Debt Amount
( Kshs )

40%

30%

20%

LO%

lm
201312014 2Ol4/2O15

Actual Gross " % Debt lncrease
Expenditure
(Kshs)

I
20ts/20t6 2OL6l2Ot7

Debt as a Yo of I otal Budget

I ffi
o%

2014t20r5 2,674,806,364,r95 l97o I ,906,841 ,500 ,924 30Vo

The growth in public debt is attributed to disbursements of new loans to the Government by various

development partners and additional borrowings from the domestic market through Treasury Bonds and

Treasury Bills.

3.0 Summary of the Audit Results

3.1 Accounting Framework

The financial statements for National Government were prepared using the International Public Sector

Accounting Standards (IPSAS) framework as prescribed by the Public Sector Accounting Standards Board

of Kenya in compliance with Section 194 of the Public Finance Management Act2012.

3.2 Overall Audit Results

3.2.1 The total number of National Government Financial Statements (FS) relating to the year ended 30th

June.20l7 examined were One Hundred and Twenty Nine (129). Forty-Six (46) or 36 Vo of these FS had

clean (unqualified) audit opinion, Fifty-Nine (59) or 467o had qualified audit opinion, thirteen (13) or llVo
had an adverse opinion expressed while eleven (l l) or 8Vo no opinion could be expressed hence a disclaimer
of opinion was issued.

5Vo277o 1 ,999 ,11 4,7 60 ,91220r512016 3,385,910,449,825

2,390 ,531,985 ,90 I 5Vo4 ,194,102,152,511 24Vo20r6t2017

Summart o/'the report of the Auditor General jbr the 1,ear 20 I 6-20 I 7
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Analysis of Audit Opinions in the last Five Audited Financial Years

2012n3 2013il4 2014n5 20t5lt6 2016t17

Audit
Opinion No

of
FS

Voage
No.
of FS

Voage
No.
of FS

Toage
No.
of FS

Voage

No
of
FS

Toage

Qualified 172 50Vo 50 50?o 51 47Vo 5l 477o 59 467o

Adverse 45 l3Vo t6 l6Vo l9 l87o l3 727o l3 l0Vo

Total 343
100

Vo
l0l l00Vo 108 l00Vo r09 1007o 129 1007o

' i ,t.ii,r.rllt,j

The tabulation below shows audit opinions expressed on financial statements in the last Five Years

Audit opinions as a Percentage of Total in the last Five
years

60%

40o/o s

n

i;,

Iffi,
2016177

2Oo/o

ffi
Oo/o

n T
2ot2lt3 701.3/1.4

r Unqualified

20L4/rs

ft Qualified " Adverse

201.s116

Disclaimer

3.2.2 Overall there has been an improvement in the number of Financial Statements with unqualified audit
opinion. The unqualified opinion percentage improved from 27 7o in 20l5l16 to 36Vo in 201612017 .

I have expressed the above types of audit opinions based on the following criteria: -

(a) Unqualified Opinion

An unqualified opinion is expressed when I have concluded that the financial statements give a true and fair
view or are presented fairly, in all material respects, in accordance with Public Finance Management Act,
2012 and public funds have been applied lawfully and in an effective manner. The financial statements with
unqualified opinion are listed in Appendix A.

12
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(b) Qualified 0pinion

I have expressed qualified opinion when the misstatement or limitation on my audit is material but not
pervasive. I have thus expressed an 'except for' opinion based on the effects of the matter(s) to which the
qualification relates. The financial statements with qualified opinion are listed in Appendix B.

(c) Adverse Opinion

I have expressed adverse opinion when audit matters on the financial statements are material and pervasive
that I have concluded the financial statements are misleading clr incomplete. The financial statements with
adverse opinion are listed in Appendix C.

(d) Disclaimer of Opinion

I was not able to express an opinion where the possible effects of limitations on my audit were so material
and pervasive that I was unable to obtain sufficient appropriate audit evidence and accordingly unable to
express any meaningful audit opinion on the financial statements. I was not able to establish whether
expenditure reflected in the fifteen (15) financial statements with disclaimer of opinions were incurred
lawfully and in an effective way as required by Article 229(6) of the Constitution as detailed in Appendix D.

3.3 Audit of Revenue Statements

3.3.1 During the year under review, fifteen (15) revenue statements were audited. Out of these, six (6)
revenue statements had a clean opinion, eight (8) Revenue Statement were qualified while in one (l) revenue
statement. I was unable to confirm whether the revenue collected was accurately recorded in absence of
proper records.

Summary of Audit Opinions on Revenue Statements

Audit Opinion
No of

Revenue

Statements

Unqualified 6

Qualified 8

Adverse 0

Disclaimer I

Total l-s

Summary of Revenue Audit
Opinions as a pie Chart

@
r Unqualified

Qualified

I Disclaimer

7%

40%

Strmmurt ol tltt'rc1torl o/ tlte .luditor G(trcktl for tlrt.tur :016-:017
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3.3.2 Below is a summary of the various Revenue statements that were audited

(i) Unqualified Revenue Statements

(ii) Qualified Revenue Statements

Revenue
Collected (KSh.)

Reasons for Qualification

National Treasury -
Recurrent Revenue

1 ,30 r ,905 04 r ,805 Failure by management to account for movement of the arrears

from the earlier balance of KSh. 380,600.178,314 (2016) and

KSh. 194,95 I ,1 16,541 (20 l5) recordcd during the previous

periods.

Failure to collcct arrears of revenue of 1(Sh. 193,997,65 1.702 as

at 30th June 2017.

Failure to remit KSh. 164.322.122 and KSh. 138.6tt3.190 to the

exchequer.

Failure to avail regional collection analysis Non provision of
c()ntracts.

Failure to collect revenue from all souroes

Failure to provide analysis of the previous years balances.

Failure to provide evidence that public trustec funds rvas

remitted to the National exchequer.

Failure to account for KSh.8,100.802 convicts deposits and

bonds collected at Kericho Law Courts

Loss of KSh. 984.080 through falsilication of docunrents at

Baricho Law Courts.

lnaccuracies in the Revenue Statement and unreconcilcd
variances filr fines, penalties and Fort-eitures.

Revenue unrccorded and unaccounted fbr.

Discrepancies in revenue records at Naivasha law courts.

2 Office of the

Attorney General
and Department of
Justice

Registrar of High
Court (Judiciary)

s85 063.9 r6

t,930,440,814

a

3

Collecting Ministry
Amount

(KSh.)

National Treasury -Development Revenue 38,401 ,038,479

State Department for Correctional Services l0l ,65 r ,876

State Department of Infrastructure 0

State Department of Public Works 534,500

State Department for Broadcasting and
Telecommunications

0

State Department for Fisheries 181,461,211

Total 38,684,686,072

Collecting Ministry

14
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Collec Ministryrfs Revenue
Collected (KSh.)

4 3s6.715.202National Treasury -
Pensions Department

State Department for
Ihterior

State Department of
.,4.griculture

5

6

nistry of Mining l ,083,881 ,930

Reasons for Qualification

Unanalyzed revenue collected.

Unresolved issues relatin g to 201412015 financial year

The revenue statement presented for audit was not prepared as

prescribed by the Public Sector Accountants Board.

Unexplained difference of KSh. 360,905,-5 I I betrveen revenue

statement and the trial balance.

A loss of KSh. 193.029.466 collected at DCI.

Inability to confirm accuracy of receipts of
2,632,208,599 due to poor record keeping.

Under declaration of revenue KSh. 166.208.362.

Under collection of revenue KSh. I ,40 I ,425,000

Presentation of the Revenue Statement.

Non-maintenance of books of account and revenue bank

account.

Under collection of rental income - KSh. 340,022.688.

Statement of Revenue Arrears.

Cement levy totaling to KSh. 503,400,309 not verified with the

production levels reported by the various cement companies.

Mining royalties amounting to KSh. 1O1 ,179,351 balance

excludes royalties of unknown value due from one firm on

account of carbon dioxide.

Receipts from a titanium company totaling to KSh. 404220,721
which was reported in the 20 15/20 16 report but records in

a

10,752,953,005

439,300,200

249,561 ,252

KS h

l State Department for
Housing &Urban
pevelopment

8

a

\

(iii) Disclaimer of Opinion Statements

Ministry of lands and

physical planning
t,7r0

support of these royalty receipts indicates that the Ministry did
not verify the export quantities and prices reported by the:
Company, which fbrm the basis fbr computation of
royalties.Receipts

,i:j,Sz0 . Fuilrr" to uroii ii," ug.n.y agreement between the ministry of
, land and physical planning fbr land rent collected by KRA on

behalf of the Ministry of KSh. 880.104.997. ,

. Under collection of revenue of KSh. I .241 .543.868 or 42o/o.

. Unexplained variance betrveen the Ministry and Treasury

records.

'. Internal control r.veaknesses noted for land rent revenue collected

at Headquarters

Sumnur.t' of. l he report ol t he ..l tttli ktr Gentntl fin lhc .t aur' )0 1 6- :0 l 7
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3.4 Audit of Expenditure Statements

3.4.1 The Actual Expenditure for the financial statements for the National Government voted provisions
(excluding the Consolidated Fund Services) forthe year2016120l7 was KSh. 1,526,243,383,761 compared
to KSh. 1,258,452,454,478 reported in 201512016. The expenditure of KSh. 1,526,243,383,761 was
recorded in the combined Recurrent and Development Financial Statements which I expressed unqualified.
qualified, adverse and disclaimer of opinions as follows:

Summary of Audit Opinions on Combined Recurrent and Development Expenditure

Opinion

Unqualified

No. of

Financial

Statements

21

Combined Recurrent

and Development

Expenditure

2016t2017

(KSh.)

182,805,983,158

Percentage

ll.98Vo

Qualified 32 922,452,891,804 60.447o

Adverse 10 38 l ,724,003,401 25.OlVo

Disclaimer I 34 .913 .97 5 952 2.29Vo

Other I 4346529 446 O.28Vo

Total 65 r526243383,761 lOO.0D9b

3.4.2 The table shows that out of the total expenditure of KSh. I 526.243383,761, expenditure totalling
about KSh. 182.805.983.158 or ll.98Va rvas incurred la,,vfully and in an effective rvay. Expenditures
amounting to KSh.922.452.891,804 or 60.44Vo had issues hence qualified opinion. Financial statements for
expenditures amounting to KSh. 381,724,003,401 or 25.)l%o were misleading or incomplete hence an
adverse opinion. I rvas unable to confirm whether expenditure totalling KSh.34.913,915,952 or 2.29Vo was
incurred effectively and larvfully as required by Article 229(6) of the Constitution of Kenya. The other one
statement r'vith expenditure of KSh.4,346.529.446 or O.28Vo related to unaudited expenditures incurred by
my office: Office of the Auditor-General rvhich is audited separately and reported to Parliament by an
Independent Auditor.

/

l6
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4.0 Summary of Material Observations

4.1 Presentation of Financial Statements

During the last two years, there has been general improvement in the presentation of Financial statements
and maintenance of accounting records compared to previous years. Thc improvement is attributed to
adoption of the International Public Sector Accounting Standards (IPSAS) accounting framework by
National Government entities r,vhen accounting fbr public funds. This is in addition to other interventions by
National Treasury aimed at improving accountability in the publrc sector.

However, viewed holistically the presentation of Firrancial Statements is still belorv par.

4.2 Weak accounting for Cash and Cash Equivalents

As reported in the previous years the Audit of Cash and Cash Equivalent revealed a number of anomalies.
The key weaknesses include:

(i) Poor maintenance of Cashbooks -rvhere it rvas noted a number of Government entities continued
to reflect material receipts and payments in the Cashbooks not reflected in the Bank Statements
and also receipts and payments in the Bank Statements not reflected in the Cashbooks.

(ii) Analyzed entries -Entries in the Bank Statements were not analyzed rvhile others have been
outstanding for a lon-e period of time.

(iii) Unreconciled items. Failurc to perfbrm Bank Reconciliations.

(iv) Variation bet',veen the Cashbook Balance and the IFMIS Balance.

(v) Un-surrenderedDeposits.

(vi) Unsupported Cash and Cash Equivalents' Balances.

Orving to risk associated lvith Cash and Cash Equivalcnt items it rccomnrended that the accounting otficcrs
address the issues noted and comply rvith Regulatron 90(l) of the Public Finance Management (National
Government) Regulations.20 15. This regulation requires thc Accounting Officer to ensure that bank
reconciliation statements are completed and submitted to thc National Treasury rvith a copy to the Auditor
General not later than lOth of the subsequent month firr cach bank account held by a National Government
entity. Further. Regulation 90(3) requires the Accounting Officer to ensurc that arny discrepancies noted
during the bank reconciliation exercise arc investigated imnrediately and appropriate action taken inclr-rding
updating the relevant cashbooks.

4.3 Pending Bills

During the year ended 30 June 2011 . a rrumber of National Govcrnment entities did not settle bills
anrourrting to KSh. 16.1 12,379.10 l.lrr comparisort to previoLrs years. there has becn a dccrease in pending
bills not settled at the end of thc Financial Year. In thc year 20l5l16 the anrount was KSh.20.472.313.203
rvhile in 20l1l15 pcnding bills amounted to KSh. 43,2lr2.107.718.

Failure to settle bills during the year they are incurred adversely aff'cct thc next year's budgeted
programmes. The Government entities r.vith unpaid bills as at 30 June 20 l7 are listed in thc table belorv-

Entity

Amount

KSh.

State Department of Infrastructure -s.0 I 3.c)41

State Department of Transport 6.36t3.644

State Department f()r (iender t2.737.1)93

Ministry of Tourism 2-1.162.r61

State Department For Planning and Statistics 26.415.233

Stutttnurtof tltcx'l)(,t ttt/tltL,..ltrlitrr(;(nclrtl l()t tltttt,rtt':()16-:Ol-
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Entity

Amount

KSh.

State Department of Labour 36,493,295

State Department for Trade 42,326,875

State Department for Irrigation 41,086,657

Ministry of Mining 51,484,152

State Department for Social Protection s3.230.730

State Law Office and Department of Justice 14.283,815

The National Treasury 80,450,957

State Department for Investment and Industry r 15,863,748

State Department for Special il 8,865,458

State Department of Sports Development t38.152,157

National Assembly 236,128322

Ministry of Health 250.187,149

State Department of University 341 .139.946

Ministry of Lands and Physical Planning 363922,056

State Department of Natural Resources 383,248,478

State Department of Public Works 406,920,085

Parl iamentary Service Commission 409.090,308

State Department of Agriculture 4t9.043,819

The Judiciarv 655.263,852

State Department of Livestock 1,084,2r0,383

State Department for Broadcasting and Telecommunications l.r23.808,354

State Department of Housing and Urban Development 1.257.844.010

Independent Electoral and Boundaries Commtsston 2.680;742.000

State Department of Public Service and Youth 2964,606,488

State Department for Devolution 3.296.621 .373

Total 16,712379,101

/
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Further it was observed that some Govc-rnment entities settleil pt'cr irtttr i, rr'. lrill: rr itlttltlt 1.rtrr11r'1'

supporting documents and approvals.

4.4 Unsupported amounts

(a) Unsupported Expenditure

Proper supporting documentation for expenditure totallirrg at le-itsl i.l-h S.l0 l () ll li-|5 \\tt\ rl()t

availed for audit verification. The entities rvhich dicl rtot aclcqtrrte I,t \r-tl)p()r't tltcir e rpcrtclittrle
included:

Ministry of Health

State Law Office and Department of
Justice

Ministry of Mining

State Department for Irrigation

State Department of University
Education

State Department fbr Trade

State Department for Social
Protection

State Department of Sports
Development

State Department of University
Education

Independent Electoral And
Boundaries Commission

National Treasury

Amount

KSh. Brief l)cscription

9.111.74-5 UttsLrpptlrtccl irttPte .t itte ttttctl lirt' ;lurchltsc ol'

-9oods and serviccs Lrltder thc [-ast Afl'ica's
Centrcs of Excellcrrcc hlr Skills lrnc[ 'fcttiirr-r

Education In Biorrrcclical Scicrtces Phasc I

pr(Ue ct

9.333.212 Urtsupported stiperttl pitvl)lcllt

Entity

r0.0(x).000 Unsuppurted cklrtor I ttttrled crpcrttliture

Unsupported e'xpcntlitttrc oll ttse ol Goods atttl
Serv ices

I t.-s-52.043

64522.372 Amount reflectcrl lrs rlit'cct l)a)'ttlents irt thc
stateruent of rece ipts arrtl payrtteltts under thc
GOK/UNICEF Firlucrrtion firr Youtn.t Pcople
Prog ranr nre

Unsupportecl Ex pcncl it tu'e- For',: i s tt M i ssitltt s

Unsupported Strtr-Ctltrrttics Trcitstttie s

expenditure urttlet' tlte C'ltslt 'l'r'itrtsfcl lirr'
Orphans ancl \/ulrrcrablc Clrilrlrcn tCT-()\ ( t

Progranr rnc

89.244.r359

204.011 ,129 Unstrpportccl F,rpcrrtlittrrc orr I \.\l' \\'r,ri,l
' Youth Chantpitttrsltips - Nltirolrr lo l r

398.499. r50 UnsLlpportccl pitt tttctttr ttl :'tittlt\ to .\'lrll
aut()lt()lll()l-l\ g()\L'llllllellt rrl!illl'/illl(lll-'|:
the Foocl Assistllttcc lo l)t'ititlrl't illl(l l'"
Prinrary Schools irr ,\rid .trrti Se rrti .\r i,l \ r. ,,

and Disaclvatttitgctl L'r.trittt ( lrilrlr,.'rr I)lolqr r '
Cp 2(X)6ttO

2.722.890.8t3,5 UnsLtpptlrtccl Accottttt' ['rtr itl,i. l i,' i.rr r.

4.550.-5 I I .7 ltt Utttler CFS- I'crrsi()r)\ trtr(l. l

KSlr. -l.l-l-1 .-'r-15.lttlr I rr.rrl r,,,i,
Pavaltlc atttl I i( lr].()(rr, i I \
pa) lllcllt tlf l)ctl.tlr; Ir ' I .-;i- it' '

8204931.tt45

t35.t11 .672

Total

Suttttnur: 0f lltt'tt'lttttl tl tlte'.ltr,lrt,,t (,r'tt,,.,ti r,', '



(b) Unsupported Balances

It was noted that most National Government entities continued to report huge unsupported and un analyzed
balances. The unsupported balances were mostly noted under Accounts Payable's Statements of Assets and
Liabilities and on Cash and Cash Equivalent items. The details of this finding is in the detailed report.

4.5 Stalled/IncompleteProjects

During the year under review it was noted that Government continued to incur huge expenditure fbr projects.
which had either stalled or remained incomplete for a long time even after the expiry of their completion
dates. In other instances, payments lvere made for work not done. This casts doubt on value for money for
such expenditure. Some of the stalled/incomplete projects are listed below:

Stalled/Incomplete Projects

Entity Project Description

Amount

KSh.

2

J

4

State Department of Sports
Development

State Department for Social
Protection

State Department of Natural
Resources

State Department of Public
Service and Youth

State Department fbr Special
Programmes

State Department of University
Education

State Department of Labour

National Sports Fund: Incomplete
partitioning of their new offices at
Flamingo Towers

Proposed Dormitory for Dagoretti
Rehabilitation Girls School

lncomplete refurbishment of 20th and
2l st floors of offices at Block A of
NSSF Building

Construction of classrooms and workshop
at National Youth Service Ruaraka

Stalled Wajir Sewerage project

Incomplete construction of the proposed
Lamu East Technical Training Institute
KSh. 38,079.6 I 5: Incomplete
construction of the proposed Kakrao TTI
KSh.48.720.833

Proposed National Employment
Promotion Centre Kabete

Various Stalled Projects for Courts

Construction of in-block irrigation
infrastructure -Oluch and Kimira

Stalled and incomplete Projects for
Accommodating Prison Staff

7.091 .718

9.131 .991

16.918.834

)\ qt) )'77

32.t82,8505

6 86.800.448

1 n7.998228

9

8 The Judiciarv

State Department of Natural
Resources

State Department for Correctional
Serv ices

625.626.493

746,54t,111

876.249.4140

Total

20

2545,113970
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4.6 Management of Imprests

Review of management of imprests indicate that imprests continue to remain unaccounted for at the end of
the Financial Year. During the year under review un-surrendered/unaccounted for imprests amounted to
KSh.518.096,643. Failure to account fbr imprests on due date is in contravention of Government
Regulations.

Outstanding Imprest

Entity

State Department of Environment 66.747.385

State Department of Natural Resources 1958,192

Ministry of Lands and Physical Planning 66,202,914

Land Settlement Fund Trustees 10,406,980

State Department for Broadcasting and Telecommunications 2,5'75.9'7

State Department of Agriculture 24.329,660

State Department of Livestock 28,923,073

State Department for Trade | .r31.411

State Department for East African Community Integration 1.752.766

State Law Office and Department of Justice 1.489,476

Judicial Performance Improvement Project 40.080.170

Independent Electoral and Boundaries Commission 24,171,000

5.576.926

33.615,058

518,096,643 
'

Parliamentary Service Commission

National Assembly

Total

Amount

KSh.

State Department of University Education - Kenya Primary Education Development
(Priede) Project

National Humanitarian Fund

Women Enterprise Fund

State Department of Basic Education

Ministry of Health (lncluding Projects)

State Department for Water Services

State Department for Irrigation 23,098,678

7r,960,000

3,198,197

77,10s.884

State Department of I nfrastructure

State Department of Housing and Urban Development

972.569

1,313,t99

26,260.178

1,321,459

3,305,37 l

Summary' ol the report oJ thc Auditor General .lir tlte .t,eur )01 6-)0 I 7
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5.0 Conclusion

Detaif ecl report tbr thc Nittional Gov'ernment Accounts fbr the year ended 30th June,2011 is contained in the

contbinccl rcport. Specific t'cports to-uether ivith my opinions for each financial statement are contained in
cach rcspectivc entity's auclited financial statement for the year ended 30th June, 2017 already issued to each

Accounting Otficer. I ap;;cal to each Accounting Officer to address all the issues pertaining to their
rcslrcctive ministry/departnrent as cletailed in my combined report for 201612011.

Ml report is also accessiblc l}om the Office of the Auditor-General's Website:

w u'rv.oAgkcnt a.go.ke

FCPA Edward R. O. Ouko, C.B.S.,

Attelitor-Ge trcrul.

Nairobi.

3lst December. 20ltt.

)
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Audit Opinions on the Financial Statements

Unqualified Certificate

REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF THE GOVERNMENT OF'

KENYA FOR THE YEAR ENDED 30 JUNE 2OI7

I have audited the financial statements of the Government of Kenya for the year ended 30 June 2017 rvhich

are listed in Appendix A in accordancc rvith Article 229 of the Constitution of Kenya and Sectitln 3-5 of the

Public Au{it Act.20l5. lhave obtainecl all the information and explanations rvhich. to the best of r-ny

knorvledge and belief. were necessary tor the pr.rrpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible fbr the preparation and fair presentation of these financial statenlcnts itr

accordance rvith International Public Sector Accounting Standards (Cash Basis) and fbr such internal contrtll
as management determirres is necessary to enable the preparation of financial statements that are free frotn

material misstatement. rvhethcr due to fraud or error.

The mana-eemcnt is also responsible fbr the sr.rbmission of the financial statements to the Auditor-Gcneral in

accordance lvith the pnrvisions of Section 47 of the Public Audit Act, 2015.

Auditor-General's Responsibility

My responsibility is to L-xpress an opinion on these financial statements based on the audit itnd reptlrt in

accordance rvith the provisions of Section 4U of the Public Audit Act,20l5 and submit the audit rcport irt
compliance rvith Article 229 of the Constitution. The audit rvas conducted in accordance lvith International

Standards of Supremc Audit Institutions. Those standards require compliance lvith ethical requirements and

that the audit be plannecl and perfrtrmed to obtain reasonable assurance about whether the financial

statements are fiee from material misstatement.

An audit involves performing proccdures to obtain audit evidence about the amounts and disclost"trcs in thc

financial statements. The procedures selectcd depend on the auditor's judgement, including the asscssment

of the risks of matcrial misstatentent of the financial statements. rvhether due to fiaud or error. In making

those risk asscssments. thc auditor considcrs internal control relevant to the entity's preparation and fair
presentatiol 9f the financial statements in order to design audit procedures that are appropriate in the

circumstances. but not firr the purpose of cxpressing an opinion on the eff-ectiveness of the Ctlrnnrissitllt's
internat cgntrol. An audit also inclucles evaluating the appropriateness of accounting policies used and thc

reasgnableness of accounting cstimates madc by the mana-Qement. as rvell as evaluatirtg thc overall
presentation of thc financial statcnlents.

I believe that thc'audit eviclcncc obtained is sr.rtficient and appropriate to provide a basis firr nly ar"rdit

opinion.

Opinion

Ip my opinion. the financiirl staternents liste'd in Appendix A. present fairly. in all nlatcrial rcspects. the

financial position of thc Govcrnntent of Kenya and its Funds as at 30 June 20 17. and of its operatitlns filr the

year then enclecl. in acc6rclance rvith the International Public Sector Accounting Standards (IPSAS)-Cash

Basis and comply rvith Govcrnrnent Financial Re-qulations and Procedures and Public Finance Managenlcnt

Act. 2012.

FCPA Edward R. O. Ouko. C.B.S.,

Auditrtr-Gutcrul.

Nairobi.

3lst Decctubcr. l() lti.
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Qualified Certificate

REPORT OF THE AUDITOR.GENERAL ON THE ACCOUNTS OF THE GOYERNMENT OF
KENYA FOR THE YEAR ENDED 3OTH JUNE.2OT7

I have audited the financial statements of the Government of Kenya for the year ended 30 June 2017 which
are listed in Appendix B in accordance rvith Article 229 of the Constitution of Kenya and Section 35 of the
Public Audit Act.2015. I have obtained all the information and explanations which, to the best of my
knorvledge and belief. were necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance rvith International Public Sector Accounting Standards (Cash Basis) and for such internal control
as management determines is necessary to enable the preparation of financial statements that are free from
material misstatement. whether due to fraud or error.

The management is also responsible for the submission of the financial statements to the Auditor-General in
accordance with the provisions of Section 47 of the Public Audit Act. 2015.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the audit and report in
accordance with the provisions of Section 48 of the Public Audit Act.20l5 and submit the audit report in
compliance with Article 229 of the Constitution. The audit was conducted in accordance with International
Standards of Supreme Audit Institutions. Those standards require compliance with ethical requirements and
that the audit be planned and performed to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgement, including the assessment
of the risks of material misstatement of the financial statements. whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Commission's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the management. as rvell as evaluating the overall
presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my qualified
audit opinion.

Basis for Qualified Opinion

Details of the basis fbr qualified opinion regarding the Financial Statements listed in Appendix B are given
in the accompanying detailed report. This includes various unexplained discrepancies and omission of
expenditure from the financial statements.

Qualified Opinion

In my opinion. except tbr the effect of the matters described in the Basis for Qualified Opinion paragraphs.
the financial statements listed in Appendix B. present fairly in all material respects. the financial position of
the Government of Kenya and its Funds as at 30 June 20 17. and of its operations for the year then ended in
accordance rvith the International Public Sector Accounting Standards (IPSAS) -Cash Basis and comply
rvith Government Financial Regulations and Procedures and Public Finance Management Act.ZOl2.
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Adverse Certificate

REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF THE GOVERNMENT OF
KENYA FOR THE YEAR ENDED 3OTH JUNE,2OI7

I have audited the financial statements of the Government of Kenya for the year ended 30 lune 2017 which

are listed in Appendix B in accordance with Article 229 of the Constitution of Kenya and Section 35 of the

Public Audit Act,2015. I have obtained all the information and explanations which, to the best of my

knowledge and belief, were necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with International Public Sector Accounting Standards (Cash Basis) and for such internal control
as management determines is necessary to enable the preparation of financial statements that are free from
material misstatement. whether due to fraud or error.

The management is also responsible for the submission of the financial statements to the Auditor-General in

accordance with the provisions of Section 47 of the Public Audit Act, 2015.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on the audit and report in
actordance with the provisions of Section 48 of the Public Audit Act,20l5 and submit the audit report in

compliance with Article 229 of the Constitution. The audit was conducted in accordance with International
Standards of Supreme Audit Institutions. Those standards require compliance with ethical requirements and

that the audit be planned and performed to obtain reasonable assurance about whether the financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements. The procedures selected depend on the auditor's judgement, including the assessment

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion

on the effectiveness of the Commission's internal control. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of accounting estimates made by the

management, as rvell as evaluating the overall presentation of the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my adverse

audit opinion.

Basis for Adverse Opinion

Details of the Basis for Adverse Opinion regarding the Financial Statements listed in Appendix C are as per

accompanying detailed audit report. This includes various material misstatements, unexplained

discrepancies and omission of expenditure from the financial statements.

Adverse Opinion

In my opinion. because of the significance of the matters discussed in the Basis for Adverse Opinion
paragraphs, the financial statements listed in Appendix C. do not present fairly, in all material respects, the

financial position of the Government of Kenya and its Funds as at 30 June 2017 and of its operations for the

year then ended, in accordance lvith International Public Sector Accounting Standards (IPSAS)-Cash Basis

and do not comply with the Government Financial Regulations and Procedures and Public Finance

Management Act,2012.

)
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Appendix B : Qualified Financial Statements

No
{,
Ministry/Department/Commi ssion/ Fund
:l

17 National Humanitarian Fund

l8 National Police Service Commission

t9 National Sports Fund

20 Parl iamentary Service Commiss ion

2t Petroleum Development Levy Fund

22 Prison Farms Revolving Fund

23 Provident Fund

24 Public Trustee

25 Receiver of Revenue- Judiciary

26 Receiver of Revenue -Pension Department

21 Receiver of Revenue -State Department for Housing & Urban Development

28 State Department for Agriculture

29 State Department for Basic Education

30 State Department for Broadcasting and Telecommunications

31 State Department for Culture and Arts

32 State Department for Devolution

33 State Department for East African Integration

34 State Department for Energy

35 State Department for Environment

36 State Department for Gender Affairs

37 State Department for Housing & Urban Development

3u State Department for Information Communication Technology and Innovation

39 State Department for Interior

40 State Department for lnterior - Statement of Revenue

41 State Department for Investment and Industry

42 State Department for Natural Resources

43 State Department for Public Service and Youth Affairs

44 State Department for Special Programmes

45 State Department for Sports Development

46 State Department for University Education

47 State Department for Vocational and Technical Training

48 State Department fbr Water Services

49 State Department of Agriculture - Revenue

Summun,tl lha rcptrt o./ tltc Autlitrtr Gancral fitr lhe.t'cur'201(t-2017
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Appendix B : Qualified Financial Statements

No Ministry/DepartmenVCommission/ Fund

50 State Law Office and Department of Justice

51 State Law Office and Department of Justice - Official Receiver

52 State Law Office and Department of Justice- Revenue Financial Statement

53 Statement of Outstanding Obligations guaranteed by GOK

54 Street Families Rehabilitation Trust Fund

55 Teachers Service Commission

56 The National Treasury

57 Treasury Main Clearance Fund

58 Veterinary Services Development Fund

59 Women Enterprise Fund

Appendix C: Financial Statements with Adverse Audit Opinion

No M inistry/Department/Commission/ Fund/Statement

I Judiciary

2 Rural Enterprise Fund

3 State Department for Correctional Services

4 State Department for Infrastructure

5 State Department for Irrigation

6 State Department for Labour

7 State Department for Livestock

8 State Department for Public Works

9 State Department for Social Protection

t0 State Department for Trade

ll State Department of Transport

12 Statement of outstanding Loans

13 Subscriptions to International Organizations

Summary of the report of the Auditor General for the year 20 I 6-20 I 7
11
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Appendix D

Financial Statements with Disclaimer of Audit Opinion

No. Fund/Statement

I Agricultural Information Resource Centre Revolving Fund

2 Government Clearing Agency Fund

J Kenya Local Loans Support Fund

4 l,and Settlement Fund Trustees

5 Ministry of Lands and Physical Planning- Revenue

6 National Government Affirmative Action Fund

7 National Youth Service -Mechanical and Transport Fund

8 Prisons Industries Revolving Fund

9 State Department for Planning and Statistics

l0 Stores and Service Fund

lt Strategic Grain Reserve Trust Fund

l

I
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