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The Office of the Auditor-General won the 
performance audit award for 2017 in the African 
region, following a unanimous verdict by a panel 
of independent Jury. This great news is covered in 
detail in this 8th edition of Supreme Auditor. The 
publication also looks at performance audit and 
how crucial it is for effective service delivery. 

As you read on, there is a contribution from 
the Auditor-General, Mr Edward Ouko, on the 
Role of financial leadership in sustainable public 
finance. He puts into perspective how sound 
financial leadership can be a catalyst for prudent 
management of public resources. This article also 
appeared in the latest edition of the Special Report 
of Institute of Chartered Public Accountants of 
England and Wales (ICAEW).

The new CEO of African Organisation of English-
speaking Supreme Audit Institutions (AFROSAI-E), 
Meisie Nkau, shares her thoughts and aspirations 
on public finance management, as she spells out 
her plan for the South African-based organisation, 
in regard to capacity-building programmes for 
African Supreme Audit Institutions (SAIs).

Additionally, the edition covers an article on 
consumption of Audit reports by political 
stakeholders and how the Office can partner with 
them, for enhanced oversight.  Added to this is 
the creation of a new Committee of Parliament 
that will discuss reports on special funds. More 
on these, and other stories are captured in this 
edition. 

I wish you an enjoyable reading.

Peter Opiyo

Editor’s Note
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We have optimised absorption of funds and effective 
execution of our development budget 

The Office of the Auditor General (OAG) strives to 
ensure that we sustain our excellent level of delivery by 
initiating development projects geared at optimising 
our performance. 

The past few months have seen the roll-out of 
transformative programmes within the Office. We 
delivered the Garissa Regional Office late last year 
within a record 13 months at a modest cost of Ksh 
160 million.  Within the same period, we automated 
the audit process through the adoption and launch of 
TeamMate auditing software; which ushered a new 
phase in the history of OAG.

Through the delivery of these projects, we have 
demonstrated the capacity of OAG to effectively 
utilise development funds, with a near 100 per cent 
absorption rate. This has been a result of good planning 
and diligence by the concerned project teams. Our 
performance on timely delivery of projects is a solid 
statement that OAG is competing and matching 
reputable organisations in providing a conducive work 
environment for its staff. 

Nonetheless, we shall continue to seek more funds to 
meet our growing needs as OAG sustains efficient and 
effective utilisation of allocated budget. It is in that 
context that we seek more land to construct additional 
regional offices, while at the same time providing staff 
with modern tools of work.

More requirements and attention for Counties 

More accountability requirements by Counties has 
seen increased requests for special audits. This has 
put a strain on our already limited resources. In order 
to manage the expenditure and the cost of auditing 
in the long run, we have plans to construct regional 
headquarters so that staff are near the areas where 
services are demanded most. This will ensure timely 
audits, availability of staff for advisory services, and 
adequate support to County Assemblies as they 
deliberate on audit reports for County Governments.

Current development projects

To help us realise our long term goal of presence in each 
County, we have allocated funds for establishment 
of regional offices this financial year. First on line has 
been the construction of the Kakamega Regional 

Office to serve the western Kenya. The building is 70 
per cent complete. 

We have also initiated the construction of Eldoret 
Regional Office to serve the North Rift Counties.

Despite experiencing budgetary constraints, we plan 
to undertake several other projects in the near future. 
We already own land at UpperHill, Nairobi, for the 
construction of our head Office. We continue to seek 
funds for the development of this landmark project. 

Training Centre of excellence

Human capital is the most important resource for 
any organisation. Thus, developing the technical, 
managerial and leadership capacity of our staff is key 
to our growth as we enter a new phase of excellence.  
In this regard, we are exploring the possibility of 
developing a centre of excellence to enhance and 
redevelop capacity for staff in audit standards and 
methodology, information technology and other skills 
necessary for optimum performance in discharging 
our mandate.

We look forward to your continued support and 
goodwill towards OAG’s firm commitment in delivering 
its mandate 

FCPA Edward R.O. Ouko, CBS
Auditor-General, Kenya

Foreword
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The Office of the Auditor-
General, Kenya won the 
Best Performance Audit 

Prize, 2017. The report examined 
The Provision of Mental Healthcare 
Services in Kenya and stood out 
amongst entries from other 
Supreme Audit Institutions (SAIs) 
in the African region.

The Prize was awarded on 7th 
May, 2018, during the 15th Annual 
Governing Board Meeting of African 
Organisation of English-speaking 
Supreme Audit Institutions 
(AFROSAI-E), in Rwanda. 

The Auditor-General, Edward Ouko 
and Acting Deputy Auditor-General 
in charge of specialised audits, 
Fredrick Odhiambo, led the Kenyan 
team in receiving the Award. Peris 
Gikandu, Joseph Gitaka, David 
Nyakiana, Vivienne Khatundi and 
Joseph Gor conducted the award-
winning audit.

This is the second time SAI Kenya 
has won the Prize. In 2012 the 
Office also won the Prize on a 
performance audit that looked at 
Specialised Healthcare Delivery at 
Kenyatta National Hospital: Waiting-
time for Cancer, Renal and Heart 
Patients.

According to the independent Prize 
Jury, consisting of auditors from 
the SAIs of the United Kingdom, 
Netherlands, Norway and Sweden, 
the report was well written, and 
easy to understand. The Jury further 
stated that the strong and relevant 
recommendations, requesting full 
implementation of the legislation 

and proposal of improvements to 
the mental health care systems, 
clearly show the importance of the 
report to Parliament. 

Ten reports from the SAIs of 
Mauritius, Rwanda, Sudan, 
Tanzania, Uganda, Kenya, were 
formally approved to participate 
according to the award´s stipulated 
requirements. The Jury was 
unanimous on Kenya as the 2017 
winner.

Mr Magnus Lindell, Swedish 
National Audit Office’s (SNAO’s) 
Deputy Auditor General, 
International Affairs, made the 
announcement and presented the 
Prize at the Rwanda Meeting. He 
said the report looked at a highly-
relevant topic. 

“This year’s winner of the prize is 
an excellent example of an audit 
dealing with a highly relevant topic, 
in the interest of the citizens. By 
providing our parliaments with high 
quality performance audit reports, 
we support accountability and 
better use of public resources”, Mr 
Lindell said.

One of the findings of the award-
winning report is that besides 
Mathari National Referral Hospital, 

mental healthcare services are only 
available at 29 of the 284 hospitals 
in Level 4 and above of the referral 
chain. This represents just 10 per 
cent of the total facilities in Level 
4 and above and 0.7 percent of the 
3,956 government-owned health 
facilities. 

This indicates that patients seeking 
services at all health facilities in 
levels 1 to 3, and in 255 facilities 
that are in level 4 and above of the 
referral chain have no access to 
mental healthcare services. 

The aim of the prize is to benchmark 
good practices in performance 
audits and to highlight efforts made 
by performance auditors.  

The award, sponsored by SNAO, 
consists of a study visit to Sweden 
for the audit team to exchange 
views and knowledge with their 
Swedish counterparts

Additional information from AFROSAI-E 
and SNAO

The writer is a Communications 
Officer

Kenya wins the best prize 
in performance audit
By Valery Michoki

AG Edward Ouko (c) with SNAO’s Magnus 
Lindell (l) and AFROSAI-E’s Meisie Nkau, during 
the award ceremony

According to the 
independent Prize Jury, 

consisting of auditors from 
the SAIs of the United 

Kingdom, Netherlands, 
Norway and Sweden, the 

report was well written, and 
easy to understand.
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Apart from financial audits, 
the Office of the Auditor-
General (OAG) also 

carries out performance audits to 
ascertain whether public resources 
have been used efficiently and 
effectively.

Performance auditing is an 
independent, objective and 
reliable examination of whether 
government undertakings, 
systems, operations, programmes, 
activities or organisations are 
operating in accordance with the 
principles of economy, efficiency 
and effectiveness and whether 
there is room for improvement.

The aim of Performance auditing 
therefore is to contribute to 
improved economy, efficiency and 

effectiveness in the public sector, 
as outlined in the International 
Standards of Supreme Audit 
Institutions (ISSAIs 3000:18).

The Constitution, Article 229, 
as well as the Public Audit Act, 
2015, under section 36(1) give the 
Auditor-General the authority to 
conduct performance audit to 
examine the economy, efficiency 
and effectiveness with which public 
money has been expended.

Performance audits support the 
third pillar of OAG’s Strategic 
Plan – Service delivery to Kenyans 
- which aims to respond to the 
expectations of citizens for service 
delivery by the government in 
respect to economy, efficiency 
and effectiveness with which the 

resources are utilised. Therefore 
through performance audits, the 
Office is able to assess whether the 
programmes implemented lead to 
results, outputs and outcomes that 
positively transform the lives of 
citizens.

Differences between performance 
auditing and financial auditing

While there are some similarities 
between the different kinds of 
audit in terms of strategic and 
operational planning as well as 
the audit processes of planning, 
execution, reporting and follow 
up, there are distinct differences 
between performance and financial 
audit as indicated in the table 
below. 

Performance Audit and 
service delivery 
By Peris Gikandu

Aspects Performance auditing Financial auditing 

Purpose Assess the efficiency, effectiveness and 
economy, and whether there is room for 
improvement

Provide assurance for financial statements 
& assess the financial regularity 

Frequency Ad hoc based on indications/ risks for 
performance problems/weaknesses

Done on an annual basis

Focus The performance of various government 
undertakings

Financial statements, accounting, financial 
transactions, and key controls

Academic basis Different social sciences. Experience from 
research or evaluations

Accountancy (and law). Professional audit 
skills

Methods Vary from audit to audit. Verify reliance on internal control, analytical 
approach & detailed tests

Audit criteria More open to professional judgment. Unique 
criteria for each audit 

Standardised criteria set by legislation and 
regulation for all audits

Reports Ad hoc reports varying in size and content Standardised report combined with other 
reports

Documen tation Document the audit process and substantiate 
the audit evidence presented in the report.

Documents the designed and performed 
audit providing evidence to base an audit 
opinion on

Source: Afrosai-e Performance Audit Handbook 2016.
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The other known differences 
include the scoping and time taken 
and discussions in Parliament. In 
terms of scope, while regularity 
audits cover one financial year, 
performance audits cover between 
three to five financial years. This is 
considered good enough time to 
establish trend and to objectively 
evaluate performance of the entity/
programme. In line with the larger 
scope, performance audits should 
generally take six to nine months 
depending on the complexity of the 
client/programme being audited.

Carrying out a performance audit

When it comes to deciding what 
audit to conduct, the process 
differs from financial audit which 
has defined clients with known 
set of accounts to look into. In 
performance auditing, during 
the overall planning the 
managers and auditors in 
the different teams co-
operate in identifying 
potential audit topics 
from all sectors of the 
economy. 

They will start by 
considering ‘Problem in 
society’ i.e. a problem 
in the society which 
is not satisfactory, 
possibly influenced 
by many factors some of which 
may be beyond the control of 
the government. Since societal 
problems are difficult to audit, the  
team will proceed to identify an 
‘audit topic’ which has to do with a 
problem with performance of public 
entity/programme and assumed to 
be linked to the societal problem. 

An audit topic should be significant, 
auditable and can be expected 
to lead to important benefits 
to the government, the audited 
entity, or the general public. The 
audit team that will be selected to 
conduct the audit will then identify 

an ‘audit problem’ which will be 
the main focus of the audit. The 
team will analyse the causes to the 
audit problem using relevant audit 
criteria.

The two main phases in conducting 
a Performance Audit

Once an audit topic has been 
approved, the teams embark on 
conducting the audits which are 
performed in the following two 
main phases; 

The Planning (Pre-study) Phase: 
Involves gathering background 
information and understanding the 
audit area, key players and any issues 
surrounding the audit problem. This 
must be done thoroughly as the 
auditors must understand very well 
the client’s systems and processes 

as well as the expectations the 
different stakeholders have on the 
performance of the audit entity. 

The output of this phase is called 
the Pre-Study Memo and Workplan 
and it helps determine if it is feasible 
for the Office of Auditor General to 
carry out a performance audit on the 
stated area. The objective(s) of the 
proposed audit, the methodology 
to be used in gathering evidence 
and the resources to be used in 
conducting the audit must be well 
articulated in this document. This 
phase should take between two 
and three months.

The Examination (Main study) 
Phase: The team will only proceed 
with this phase if the findings of 
the pre-study exercise indicate that 
a performance audit on the stated 
area is feasible. The output of this 
phase is a draft report which should 
contain findings that are properly 
evidenced, the auditor’s conclusion 
as well as recommendations that 
could help improve performance of 
the entity/programme. The phase 
should take between four and six 
months.

Reporting in Parliament

In terms of reporting to parliament, 
the process is largely the same as 
with other types of audits. However, 
while financial audit reports will be 
discussed in either Parliamentary 
Accounts Committee or Public 

Investments Committee, 
performance audits will be 

discussed in the relevant 
departmental committees 

of parliament. For 
instance, a performance 
audit touching on 
health will be discussed 
in the departmental 
committee on Health. 

Performance audits 
thus focus on service 
delivery to the citizens 
and seeks to check 

if the resources were acquired 
in the most economical way; 
whether these resources were used 
efficiently to produce the desired 
output, both in terms of time taken 
and if the outputs produced were 
optimal considering the resources; 
and whether the desired outputs 
and outcomes were achieved 
to meet the particular needs 
of citizens. Recommendations 
provide suggestions on what the 
audit client could do to improve on 
performance.

The Writer is a Manager –
Performance Audit
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Entities should implement 
audit recommendations 
to improve performance

The overriding objective of 
performance audit practice is 
to influence positive change 

in service delivery and management 
of public resources. However, 
this purpose can only be achieved 
after the entity’s management  
takes corrective  action on causes  
of underperformance that are 
highlighted in the audit  reports.  

Therefore, audit reports should 
contain recommendations to guide 
corrective action on instances of 
underperformance revealed in the 
respective audits.

It is imperative that auditors should  
seek to provide constructive 
recommendations that are likely 
to contribute significantly in 
addressing the weaknesses or 
problems identified by the audit. 

Recommendations should  be  
clear  and be presented in a logical 
and  reasoned fashion. They should 
be linked to the audit objectives, 
findings and conclusions.

Together with the full text of 

the report, they should convince 
the reader that they are likely to 
significantly improve the conduct 
of government operations and  
programmes, for example by  
lowering costs and simplifying  
administration, enhancing the  
quality and volume of services, or  
improving effectiveness, impact or 
the benefits to society.  According to 
International Standards of Supreme 
Audit Institutions (ISSAI) number 
300:40, the recommendations 
should:

•	 Be well founded, practical 
and add value;

•	 Address the causes of 
performance problems and/
or weaknesses;

•	 Be phrased in a way that 
avoids truisms or simply 
invert the audit conclusions;

•	 Not encroach on 
the management’s 
responsibilities;

•	 Be clear in who and what 
is addressed by each 
recommendation, who 
is responsible for taking 
initiative and what the 
recommendations mean 
(how they will contribute to 
better performance); and

•	 Be addressed to the entities 
having responsibility 
and competence for 
implementing them.

For recommendations to be 
practical it is important that they 
are realistic, which in principle 
means that it should be possible to 
implement them within available 
resources. 

Auditors should in general avoid 
recommending increased  budget  
allocation  to  an  entity,  unless  this 
can be fully funded  within the area 
of audit. Usually there is room for 
using the available resources better, 
reconsidering the mix of different 
resources or the prioritisation within 
the same entity/sector.

Recommendations should be made 
to help resolve the causes identified 
for each significant instance of 
unsatisfactory performance. 
The recommendations may seek 
operational or even structural 
changes in the entity as dictated by 
the nature of underperformance 
revealed by the audit. 

The respective recommendation 
should be derived from the 
findings of the audit, addresses 
a specific and material cause of 
underperformance and whether it 
is specific, measurable, realistic and 
achievable. 

Publishing and Tabling the Report

The purpose of conducting audits 
is to publish the information that 
will enable decisions to be made by 
Parliament, County Assemblies, the 
Executive, entity’s management, 

By John Leaduma

The respective 
recommendation should be 

derived from the findings 
of the audit, addresses a 

specific and material cause 
of underperformance 

and whether it is specific, 
measurable, realistic and 

achievable. 
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the public and other stakeholders 
on the matter audited. Public Audit 
Act 2015 requires the Auditor-
General to publicise the report on 
the official website and other public 
spaces within fourteen (14) days 
of submission to Parliament or the 
relevant County Assembly.

Follow-up on Audits

After the audit report has been 
discussed by a relevant Committee 
of Parliament and the Committee’s 
recommendations endorsed by 
Parliament or the County Assembly 
as applicable, the main audit 
process should be considered to 
have been completed. However, 
the audit is not closed until after 
the Office follows-up on the actions 
taken by the entity management to 
implement the recommendations of 
the Parliamentary Committee. 

According to ISSAI 300 ( an 
International Audit Standard), 
follow-up is defined as the auditors’ 
examination of corrective action 
taken by the audited entity, or 
another responsible party, on the 
basis of the results of a performance 
audit. It is an independent activity 
that increases the value of the 
audit process by strengthening the 
impact of the audit and laying the 
basis for improvements to future 
audit work.

In following up on past audits, 
the main focus should not be on 
whether specific recommendations 
were implemented (unless they are 
related to the need for the entity 
to observe the law) but to assess 
whether the desired improvements 
in the performance of the entity 
have occurred. 

In any case, the conditions under 
which the recommendations were 
given may have changed (for example 
change in laws or technology) 
and their implementation may not 
result in the improved performance 

contemplated when we made them.

Following up on whether the entity 
adequately addressed the problems 
identified and implemented the 
recommendations may serve four 
main purposes:

i. Increasing the effectiveness 
of audit reports – the prime 
reason for following up audit 
reports is to increase the 
probability that problems 
will be adequately addressed 
and recommendations will be 
implemented;

ii. Assisting the government and 
the legislature – following up 
may be valuable in guiding the 

actions of the legislature;

iii. Evaluation of OAG’s 
performance – following up 
provides a basis for assessing 
and evaluating our SAI’s 
performance;

iv. Creating incentives for learning 
and development – following 
up provides the auditors 
with useful lessons and may 
contribute to better knowledge 
and improved practice.

Reporting on the Follow-up

Reporting on the follow-up of audits 
should be done in line with the 
general reporting procedures and 
policies of the Office.

Deficiencies and improvements 
identified in the follow-up audit 
should always be communicated in 
a report format to the Accounting 
Officer of the audited entity. 

Positive action in implementing the 
audit recommendations should be 
highlighted, and credit given to the 
audited entity when due

The writer is a Performance Auditor 

In following up on past 
audits, the main focus 

should not be on whether 
specific recommendations 
were implemented (unless 

they are related to the 
need for the entity to 

observe the law) but to 
assess whether the desired 

improvements in the 
performance of the entity 

have occurred.

Auditor-General Edward Ouko chats with performance auditors on 
the sidelines of a workshop
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Eldoret Office: Watching 
public spending in the 
North Rift region

Eldoret Office is one of the nine 
regional offices (hubs) that 
undertake audit functions 

across the country.

The Office, located at Kerio Valley 
Development Authority (KVDA) in 
Eldoret town, covers six counties 
in the North Rift Region. The Hub is 
headed by Director of Audit, Lamech 
Achika and covers the counties of 
Trans Nzoia, Nandi, Turkana, West 
Pokot, Elgeyo Marakwet and Uasin 
Gishu.

The hub has a client portfolio of 81 in 

the region. This number comprises 
24 County government funds, 31 
Constituency Development Funds 
(CDF), five water companies, seven 
Corporations, two Universities, six 
County Assemblies and six County 
governments. The Office is served 
by 55 members of staff, 38 of them 
being auditors. 

Owing to the devolution of the audit 
function, Mr Achika says the interest 
in the audit reports has greatly 
improved.  “There is increased 
public awareness and interest in 
the reports than before which has 

changed the general perception of 
the office”, Mr. Achika says.

 “The audit has also undergone 
a paradigm shift. Auditors no 
longer go looking at books, come 
out and surprise you with an 
audit report; it is now based on 
value addition, adequate time is 
allocated for correspondence, 
and recommendations given for 
implementation”, he adds. 

Challenges faced

As the Office continues to deliver 

By Anne Rose Kairu and Rebecca Joshua 

Eldoret Hub Director-Lamech Achika speaks during the ground-breaking ceremony for the construction of the Eldoret office.
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on its mandate, Mr Achika says 
operations are faced by a number 
of challenges. He cites limited 
budgetary allocation affecting field 
inspections for the members of 
staff to the audit clients’ premises 
and various county projects. 
Leveraging on ICT, poor accounting 
environment within the counties 
due to lack of adequate manpower 
and the relative newness of the 
devolved county functions, are also 
some of the challenges.

He also cites the slow pace of 
conducting hearings on audit 
reports at the County Assemblies, 
which in effect affects effective 
implementation of audit 
recommendations. 

“The Public Accounts and 
Investments Committee (PAIC) 
which are supposed to implement 
the reports, are in most cases 
lagging behind, thus making 
appropriate recommendations to 
improve the systems as well as 
making appropriate surcharges 
to deter such abuses,  are not 
forthcoming. There is need for these 
committees to emphasize to the 
clients the necessity of taking audits 
very seriously”, says Mr Achika. 

Acting Clerk of Uasin Gishu County 
Assembly, Mr Haron Sitienei agreed 
on the slow pace of deliberations of 

the reports, but said a plan is in the 
offing to prioritise the audit reports 
and stagger their tabling to ensure 
appropriate action is taken on them. 

He however, called on OAG to 
produce summarised versions 
of audit reports for easier 
understanding by the County 
Assembly Members.

Mr Achika also urged audited 
entities to be familiar with the legal 
requirements of the audit function, 
saying many of them attack the 
auditors once they see the reports 
in the media, after being tabled 
in Parliament and the County 
Assemblies.

“The auditors sometimes face 
backlash from some clients over the 

publication of audit reports by the 
media, once they have been tabled 
in Parliament”, Mr. Achika said.

The law requires audit reports to 
be submitted to parliament and be 
publicised on official website by the 
Auditor-General, within 14 days of 
submission to Parliament. Most of 
the times journalists gets access to 
the reports in Parliament or County 
Assemblies, after tabling.

Mr Sitienei said there is need to 
sensitize the county assemblies 
on audit matters to enable them 
understand the importance of the 
audit process and change their 
mindset that auditors are normally 
on a witch-hunt. 

“This is the second county assembly 
elected into office after 2017 
elections, with just 16 out of 30 
members being re-elected into 
office. This calls for an induction 
and more interactions between the 
Office of the Auditor-General (OAG) 
and county assembly for capacity-
building and fostering cordial 
relations”, Mr Sitienei said.

He thanked OAG for devolving the 
audit function, saying it has enabled 
accessibility of auditors at the 
grassroots for timely clarification of 
issues on the audit reports

The writers are Communications 
Officers

Deputy Auditor-General (Corporate Services) Agnes Mita lays a foundation stone 
for the construction of Eldoret office

Auditors during a workshop in Eldoret
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Sound financial leadership 
should assure accountability 
in the management of public 

finances involving, but not limited 
to, budget processes and strict 
adherence to financial rules and 
regulations in the management of 
public resources.

On the other hand, sustainable 
public finances should entail ability 
of governments in sustaining 
optimal spending, tax collection 
and sound macro-economic policies 
that, in the long run, do not threaten 
government solvency or lead to 
governments defaulting on debt 
obligations.

Financial leadership and sustainable 
public finances are thus intertwined 
at the hip; it is only good financial 
leadership that will ensure a 
government does not go into the 
red. In Kenya, there are institutions 
that play critical roles in this process. 
Amongst them are the Supreme 
Audit Institutions (SAIs), Controllers 
of Budget and Internal Audit; and 
above all parliamentary oversight 

structures such as 
Parliamentary Accounts 
Committee. 

Controllers of 
Budget monitor the 
implementation of the 
budget in the public 
sector while Internal 
Audits provide the 
necessary internal 
assurance within an 
institution. SAIs provide 
independent assurance 
that facilitate oversight 
by parliaments. In this 
regard, the budget 
cycle that starts with 
submission of budgetary 
estimates and ends with oversight 
by parliament, based on SAI’s work, 
need no emphasis.

In Kenya, citizens participate in the 
budget proposals and prioritization 
of essential services.  The 
effectiveness of this process can 
only be assured by good financial 
leadership that is underpinned by 
technical competency, high levels 
of integrity and honesty in financial 
management. With such technical 
competency and personal integrity, 
the perennial wastages and 
corruption loopholes in the public 
sector, would be checked to a great 
deal.

Effective public financial and 
resource management is also 

important for decision making. 
Accurate financial information 
is often used as the mechanism 
to support decisions and ensure 
effective resource allocations. 
In Kenya for instance, audited 
accounts are used as the basis 
of allocating funds to 47 County 
Governments (semi-autonomous 
regional governments), for the 
delivery of critical services to the 
people.

Public Financial Management is 
therefore absolutely critical in 
improving the quality of public 
service outcomes. It affects how 
funding is used to address national 
and local priorities, the availability 
of resources for investment and 
the cost- effectiveness of public 
services.

Effective public financial and 
resource management is 

also important for decision 
making. Accurate financial 

information is often 
used as the mechanism 

to support decisions and 
ensure effective resource 

allocations.

Role of financial 
leadership in sustainable 
public finances
By FCPA Edward Ouko

Officials from Kenya Association of Manufacturers 
(KAM) with the Auditor-General Edward Ouko. 
They discussed possible areas of collaboration.
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PAYMENT OF AUDIT FEES

Kindly note that all cheques for any payments should be payable to:

AUDITOR-GENERAL

Payments by electronic transfers should be transmitted using the following details:

BANK CENTRAL BANK OF KENYA

A/C NO 1000181327

BANK CODE 09000

BRANCH HAILE SELASSIE AVENUE

A/C NAME AUDITOR-GENERAL

Enhancing Accountability

Oversight mechanisms, the Kenyan 
case

The oversight segment, which 
entails the audit, is where the 
Auditor-General comes in to give 
assurance on the spending of public 
money.  The 2010 Constitution 
of Kenya is grounded on strong 
checks and balances anchored 
by independent judiciary and 
anticipated transparency in public 
financial management.

In this context SAI’s role is more 
pronounced and the Auditor-
General’s mandate was enhanced 
to resonate with the expectations 
of the public albeit, the Office 
still struggles for operational and 
financial independence.

The Constitution prescribes core 
national values and principles of 
governance. These values are rooted 
in principles of public participation, 
accountability and above all service 
delivery to the citizens.  A case in 
point, under Article 229 (6) of the 
Constitution, an audit report shall 
confirm whether public money has 
been applied lawfully and in an 
effective way. 

To respond to this constitutional 
requirement, the Office of the 
Auditor-General of Kenya employs a 
three-pillar approach: 

Certification of Accounts

This responds to the core 
mandate of certifying accounts 
and expressing an opinion as to 
whether or not they are prepared 
in accordance with the applicable 
financial reporting framework and/
or statutory requirements. 

The end product of this exercise is 
an annual audit report on each entity 
that is presented to Parliament. 

Continuous Audit presence 

It ensures that the Office of the 
Auditor-General is proactive, 

preventive and deterrent to fraud, 
corruption, wastage and abuse of 
public resources. This requires the 
auditor to constantly be on the 
ground to continuously assess the 
risks brought about by the evolving 
environment so as to perform “real 
time” transactions testing and 
data analysis that enable timely 
recommendations and respond 
instantly to issues of national, 
county governments and any public 
concerns that require immediate 
audit or investigation. 

Service delivery to the public 

This is audit work responding directly 
to the bill of rights and social rights 
of citizens that will be met through 
development and implementation 
of programmes such as health, clean 
and safe water, education, housing 
and social security. The Office 
responds to the economy, efficiency 
and effectiveness with which the 
resources are utilised to deliver 
services to the public. The products 
of this audit are performance audit 
reports which are issued at the end 
of the audit exercise. 

It is worth noting that public 
participation in the management of 
resources, coupled with increased 
awareness of the rights of the 
citizens, have resulted to expanded 
public expectation and citizens are 
now looking at how institutions 
likes SAIs are handling the social 
accountability aspect in their work. 

This puts SAIs in a core role in the 
achievement of the Sustainable 
Development Goals (SDGs). 

Arising from this need, it is 
imperative that SAIs conduct 
performance audits of governments’ 
preparedness for implementation of 
the SDGs in their national contexts 
by focusing on the economy, 
efficiency and effectiveness of 
government programmes which 
contribute to the SDGs.

In Kenya’s case the Constitution 
already envisaged this and Article 
10 (d) outlines the national values 
and principles of governance to 
include good governance, integrity, 
transparency and accountability and 
sustainable development.  The audit 
thus focuses on provision of health 
and quality education services, as 
well as ensuring the citizens live in a 
healthy and clean environment. This 
is a measure of social accountability.

Social accountability seeks to bring 
all stakeholders on board in the 
audit process; policy makers, public 
service providers, citizens and 
the private sector. It also involves 
citizens, and other non-state 
actors such as media, civil society 
organisations (CSOs). Monitoring 
of the project activities and 
performance is therefore expected 
to be through public participation.

Going forward, the actors in 
financial management must work 
in a seamless manner to assure that 
resources are managed throughout 
the fiscal year and also look at the 
outputs and outcomes of those 
resources in the lives of the citizens 
(what positive difference has it 
made to the peoples’ lives), in 
addition to fiscal accountability

Mr Ouko is the Auditor-General of 
Kenya. This article first appeared 
in the Special Report of Institute 
of Chartered Public Accountants of 
England and Wales (ICAEW) of 2018.

It is imperative that SAIs 
conduct performance 

audits of governments’ 
preparedness for 

implementation of the SDGs 
in their national contexts by 

focusing on the economy, 
efficiency and effectiveness 

of government programmes 
which contribute to the 

SDGs.
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Enhancing Accountability

Delegates at African Organisations of English speaking Supreme Audit 
Institutions (AFROSAI-E) Governing Board Meeting in Nairobi
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Discussion session by auditors 
during Budget as a Control 
Tool Workshop

Staff set for retirement 
participate in a team 
building activity at Pride 
Inn Paradise Hotel in 
Mombasa.

PictorialPictorial

Participants from the African region pose for a group photo, during the Training of Trainers Workshop on Financial 
Audit Manual (FAM) and Compliance Audit Manual (CAM), in Nairobi
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Auditors during a 
Workshop

New staff during an induction workshop in Nairobi

Project Management 
Committee members 
at the office of the 
Auditor-General pose 
with contractors at 
the ground breaking 
ceremony in Eldoret

Auditors during African 
Organisation of English-
speaking Supreme Audit 
Institutions ( AFROSAI-E) 
workshop in Nairobi



Supreme Auditor [ 14 ] Issue 08

Reporting on Public 
finance management
By Meisie Nkau

When I assumed my 
new role as CEO at the 
African Organisation for 

English-speaking Supreme Audit 
Institutions (AFROSAI-E) recently, a 
number of topical issues, amongst 
others Professionalisation; Public 
Finance Management (PFM) 
reforms; Supreme Audit Institutions 
(SAIs) operating in fragile states 
and Sustainable Development Goals 
(SDGs), sparked excitement and 
enthusiasm in me.  

I would like to share the process 
that AFROSAI-E and its member 
countries followed to develop the 
Public Finance Management (PFM) 
reporting framework.  This topic 
was discussed at the 2017 AFROSAI-E 
Governing Board meeting, being the 
strategic building blocks of good 
financial governance and how an 
effective and efficient public financial 

system will contribute 
towards good financial 
governance. There was 
consensus amongst 
the Governing Board 
members who agreed 
on the following:

Auditing PFM systems 
– despite engagements 
on PFM, there is a lack 
of a holistic approach 
to auditing PFM 
systems. SAIs mostly 
have a compliance 
perspective on 
financial management, 
resulting from their 
various individual audit 
engagements but 
no institutionalised 

approach giving rise to a 
documented risk analysis or a 
systemic approach to the audit 
of PFM systems. The necessity 
of looking into the budgetary 

processes, the assumptions driving 
revenue targets, whether the 
overall budget is sustainable, and 

other elements of the PFM system 
was agreed.

Reporting on PFM Systems – a 
need for a common reporting 
framework to be developed by 
AFROSAI-E, being a simplified 
concept with guidance based on a 
common understanding of a PFM 
system that will categorise findings 
accordingly. It was emphasised 
that both individual reports on PFM 
systems as well as PFM chapters 
in Annual Reports would be useful 
information to emphasise the value 
and benefit of SAIs to the lives of 
citizens.

Stakeholder engagement – the 
outcome of this work will drive 
SAIs’ purposeful and impactful 
stakeholder engagements 
through creating awareness on 
the importance of PFM systems 
in promoting achievement of the 
SDGs and influencing good financial 
governance in governments.

The objective of this process is two-
fold, namely:

1. Gather, assess and report on the 
effectiveness of PFM processes 
through consideration of 
two types of entities: (i) the 
Ministries, Departments and 
Agencies (MDAs) of central 
government; and (ii) Core 
PFM institutions such as the 
finance ministry, the revenue 
authority and Parliament. This 
information will enable SAIs to 
engage with the relevant MDAs, 
as well as the relevant core PFM 

Sufficient appropriate audit 
evidence should be obtained 

by using a combination 
of audit procedures 

throughout the audit of 
the MDA to support the 

accuracy and completeness 
of information being used 
for the PFM assessment, 

including the root causes.
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institution, on their weaknesses 
and developmental areas 
and obtain an understanding 
of systemic issues relating 
to the interactions between 
institutions;

2. To consolidate the findings from 
the individual PFM assessments 
conducted at MDAs, which are, 
or may, impact on the whole of 
Government’s ability to:

 # assess the macro-economic 
framework, assumptions and 
projections used in its overall 
policy direction to achieve the 
National Development Plan 
(NDP),

 # ensure alignment with 
Sustainable Development 
Goals, Agenda 2063 and 
other international treaties / 
commitments

 # implement policy decisions.

The following should be applied 
when performing the PFM 
assessment:

Sufficient appropriate audit 
evidence should be obtained 
by using a combination of audit 
procedures throughout the audit 
of the MDA to support the accuracy 
and completeness of information 
being used for the PFM assessment, 
including the root causes.

After obtaining the relevant accurate 
and complete PFM information, 
the auditor should assess the 
information and document the 
findings / key observations for each 
key output.

The findings / key observations 
should be linked to one or more of 
the five institutional capacity areas 
below, namely:

(1) Policy and legal framework

(2) Organisational structure and 
Human resources

(3) Information Systems

(4) Governance & Oversight and

(5) Communication and Stakeholder 
Management.

Finally, the root cause(s) should be 
documented for each of the findings 
/ key observations per key output.

AFROSAI-E combined efforts with 
SAIs in the region, and some of the 
partners, to develop a PFM reporting 
framework which is currently being 
piloted in the region. While we all 
had no idea of how this would turn 
out, attendance and participation at 
the developmental workshop was 
impressive 

Meisie Nkau is the CEO of AFROSAI-E. 
This is an abridged version of her 
article as published by INTOSAI-
Capacity Building Committee
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Consumption of Reports 
by Political Stakeholders
By Dr Wilfred Marube 

I was reading an article by Jacob 
Saulwick an Editor with Sydney 
Morning Herald, a newspaper in 

Australia published on 7 December 
2016, and the headline “In praise of 
Auditors-General, the pterodactyls 
that keep politicians honest” caught 
my attention.

I got curious with the use of the word 
pterodactyl to describe the Auditors-
General (AGs) and sought out its 
meaning. Meriam Webster Online 
dictionary defines a ‘pterodactyl’ as 
a large flying animal that lived long 
ago when dinosaurs were alive. The 
scary metaphor used to define AGs 
provides a good beginning point for 
reviewing the often misunderstood 
relationship between the political 
stakeholders and the AGs.

Public Finance Management and 
Accountability is a participatory 
political process

Ordinarily political stakeholders 
are associated with recognized or 

unrecognized political groupings 
and engage in activities aimed 
at advancing, protecting and 
promoting political objectives of 
political institutions. However, 
when it comes to interrogation of 
the reports of the Auditor-General; 
these stakeholders are meant to 
focus on safeguarding the interests 
of the public.  

Public Finance Management 
and Accountability is based on a 
participatory political process. The 
political actors involved in public 

finance management 
include members of 
parliament and county 
assemblies.  These are 
the most important 
consumers of audit 
reports because 
of their power and 
influence in enforcing 
accountability. Civil 
society organizations 
with interest in 
governance and human 
rights are also part of 
this political grouping.

The Public Finance Management 
process entails allocation of public 
resources through a budgetary 
process that is eventually approved 
and funds appropriated by 
parliament, being the citizens’ 
representatives. This is usually done 
at the National Assembly, Senate 
and County Assemblies.  

From the foregoing, political 
stakeholders have an interest to 
establish how well the appropriated 
funds are utilized by the public 
institutions. They do not have the 
technical capacity for this and rely 
on the reports by the Auditor-
General to carry out this oversight 
role. Parliament has established 
specific committees to deliberate on 
the reports of the Auditor-General 
in Kenya.

The recommendations by the 
relevant Parliamentary Accounts 
Committee (for national 
government), Public Investment 
Committee (for parastatals), 
Special Funds Accounts Committee 
(for national government 
funds) and Public Accounts and 
Investment Committee (for County 
governments) help in ensuring 
adequate accountability. These 
committees are required to 
publish a report on the Auditor-
General’s report outlining their 
recommendations on the same. 

The foregoing demonstrates how 
political stakeholders and the 
office of the Auditor-General work 
as a team to ensure accountability 
of public resources, where the 

Political stakeholders have 
an interest to establish 

how well the appropriated 
funds are utilized by the 
public institutions. They 

do not have the technical 
capacity for this and rely on 
the reports by the Auditor-

General to carry out this 
oversight role
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Auditor-General is an 
important player who 
provides feedback, raw 
materials and technical 
support to ensure that 
the representatives of the 
people play their oversight 
role.

Performance audit reports 
help political stakeholders 
gauge the level of service 
delivery

Citizens are more 
concerned about the 
access, quality and 
sustainability of services 
provided by public 
institutions. In essence, 
the needs, desires and interests of 
citizens become the responsibility 
of people’s representatives.

Performance audits are conducted 
to confirm whether public funds 
have been used in an effective 
manner. The reports indicate 
whether the funds have been applied 
economically, efficiently, effectively, 
equitably and with positive 
outcomes in the environment. 

In short, a performance audit report 
measures the extent to which public 
funded programmes succeed in 
changing the livelihoods of citizens. 
The audits are selected for relevance, 
impact and immediacy in assessing 
services that affect the common 
person. The National Assembly has 
tabled a few performance audit 
reports that have been submitted 
by the Office of the Auditor General.  

How should political stakeholders 
read audit reports? 

We know that political stakeholders 
are driven by patriotic values, a 
sense of duty for public interest and 
a passion to promote, protect, and 
defend public good. This is done 
through oversight and interrogation 
of audit reports, such as the 
performance audit ones.  

Political stakeholders should avoid 
succumbing to temptations to read 
audit reports with political lenses. 
They should avoid framing the 
contents of the reports to meet 
political objectives. 

Political framing of audit reports is 
not necessarily bad, but it may lead 
more focus on extraneous issues 
and not necessarily help in public 
finance management. The framing 
should be more at distilling the 
issues raised in audit reports and 
making policy pronouncements and 

recommendations that can address 
the root causes of issues raised in 
the reports.

A political reading of audit reports 
makes political stakeholders lose an 
opportunity to ignite public debate, 
initiate policy recommendations 
and other interventions that may 
address the root causes of issues 
raised.

What has the Office of the Auditor 

General done to enable effective 
oversight by political stakeholders?  

The Office of the Auditor-General 
has put measures in place to 
ensure that political stakeholders 
effectively play their oversight role. 
These measures include: 

	 Submission of timely audit 
reports to parliament and 
county assemblies; 

	 Simplification of audit 
Reports for ease of 
understanding by those 
with no background in 
finance and accounting;

	 Establishment of a division 
of Parliamentary liaison 
and coordination to offer 
technical support to 
parliamentary committees; 

	 C a p a c i t y - b u i l d i n g 
workshops and programmes 
to enhance capacity of 
committees to effectively 
discharge their mandate

	Outreach programmes to 
increase awareness and  
knowledge on  the audit 
process 

Dr. Marube is the Head of PR& 
Communications. 

Political framing of audit 
reports is not necessarily 
bad, but it may lead more 
focus on extraneous issues 
and not necessarily help in 

public finance management. 
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The creation of the Special Funds 
Accounts Committee (SFAC) 
by Parliament gives a glimmer 

of hope for speedy deliberations of 
audit reports.

Its establishment will take off a 
significant workload from the 
Parliamentary Accounts Committee 
(PAC), which has hitherto, been 
charged with the responsibility 
of conducting hearings on a huge 
number of audit reports from the 
Office of the Auditor-General.

During the 11th Parliament, the 
Public Accounts Committee noted, 
in its legacy report, that one of 
the challenges it faced in effective 
execution of its mandate was 
time. This affected the timelines 
of conducting hearings and writing 
reports on numerous audit reports 
released by the Auditor-General.

Among the audit reports the PAC 
was unable to deal with were Audit 
Reports of Special Funds.  It therefore 
proposed the creation of a Special 
Funds Accounts Committee to handle 
audit queries relating to Constituency 
Development Fund (CDF), Political 
Parties Fund Accounts and other 
Fund Accounts Audit Reports.

Subsequently, the Procedure 
and House Rules Committee of 
the 11th Parliament, in its report, 
recommended the creation of the 
Committee to achieve effective 
oversight of Special Funds. The 
National Assembly thus amended 
its Standing Orders (House rules of 
procedure) to create the Committee.

Mandate

It is the first Select 
Committee (a 
Committee that deals 
with particular issues) 
of its kind in the 
Parliament of Kenya 
as well as in the 
East African region. 
The mandate 
of the Special 
Funds Accounts 
Committee was 
derived from 
that of the Public 
Accounts Committee 
(PAC). 

It draws its mandate from, Standing 
Order 205A of the National Assembly, 
which is to examine audited accounts 
of Equalisation Fund (established 
to address marginalised counties’ 
needs), Political Parties Fund, Judiciary 
Fund (established to enhance 

independence of the Judiciary), 
Constituency Development Fund and 
other Funds established by the law. 

The Committee is composed of 
19 members and its Chairman is 
Hon. Kathuri Murungi, Member 
of Parliament for Imenti South 
Constituency. His Deputy is William 
Kamuren Chepkut, MP for Ainabkoi. 

It executes its mandate on the basis 
of annual and special audit reports 
prepared by the Office of the Auditor-
General.

In Kenya, Special Funds are 
established by the Cabinet Secretary 
with approval of Parliament, through 
legislation. Special Funds may be 
referred to as ‘Special Purpose 
Vehicles’ that are meant to address 
an urgent or specific need in the 
society that would not otherwise be 
addressed in the annual budget cycle. 

The Committee will be useful 
in addressing the multiplicity of 
Funds, some whose objectives are a 
duplicate of existing Funds, and also 
address the issue of dormant Funds 
that were created but exist just in 
name. Since it has a specific mandate 
there will be a sharper focus on the 
effective operation of the various 
Funds

Mr Ramoya is a Manager- 
Parliamentary Liaison 

The Special Funds Accounts 
Committee will handle audit 

queries relating to CDF, 
Political Parties Fund and 

other Funds

Committee to consider 
Special Funds’ Reports
By Akaka Ramoya
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The roles of County Assemblies, 
just like parliament, are 
representation, oversight and 

legislation, at the county (regional) 
level. The County Assemblies, 
therefore have a critical role to play, 
in safeguarding the use of public 
resources.

The Office of the Auditor-General, on 
the other hand, focuses on effective 
and lawful utilisation of public 
resources. But it is imperative to 
note that as representatives of the 
people, the County Assemblies play 
a very critical role in implementation 
of audit recommendations on the 
use of public resources.

Spending by public organisations 

are captured in the Audit Reports 
of the Auditor-General. The Public 
Audit Act, under section 32 requires 
that such reports are submitted to 
the relevant County Assemblies or 
Parliament.

Upon receipt of these reports, 
the ball is squarely in the County 
Assemblies’ court. The Constitution 
(Article 229(8)) and the Public 
Audit Act, section 50 (2) require 
the County Assemblies, to debate 
and consider appropriate action on 
the reports, within three months of 
receiving them.

County Assemblies, therefore 
have the onus of inviting public 
officials for explanations on audit 

reports of their organisations, upon 
which the Assemblies will write 
reports, recommending actions 
to be taken, based on the audit 
findings. The County Assemblies 
may retain the Auditor-General’s 
recommendations or come up with 
their own.

The committees report may either 
be adopted on the floor of the Whole 
House or rejected. If adopted, it is 
taken over by the implementation 
committee, which is charged with 
the task of implementing the 
recommendations. This, under 
section 53 of the Public Audit 
Act, should be done within three 
months after adoption of the 
Public Accounts and Investments 

County Assembly in session

Role of County Assemblies 
in Audit Process
By Akaka Ramoya 
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Committee reports, by the Whole 
House.

After the implementation 
Committee has effectively carried 
out its work, the Auditor-General 
makes follow-up on the report of 
the Committee and picks up issues 
that have not been addressed 
satisfactorily, for inclusion into the 
ensuing year’s audit report.  

Besides the oversight role, the 
County Assemblies, also act as 
resource for the Office of the 
Auditor-General, especially on 
legislation. The Assemblies are 
mandated to make laws, under 
Article 185(2) of the Constitution, for 
effective performance of functions 
of the county governments.

These laws assist the Office of 
the Auditor-General in setting 
up its criteria when carrying 
out audit. These criteria, assist 
the Auditor-General in drawing 
recommendations that are 
useful for decision-making 
during the considerations 
of the A-G’s reports by 
the County Assemblies. 

Once the Auditor-
General submits 
audit reports to the 
County Assembly, 
the Assembly, 
while respecting 
the principle of 
the separation 
of powers, 
may exercise 
oversight, over the 
county executive 
committee and 
any other county 
executive organs. 
This power to exercise 
oversight upon the 
executive complements 
the oversight function of the 
Auditor-General, and is an area 
though hitherto unexploited, invites 
very close association between 

these two institutions.

Further, under article 185(4) a 
county assembly may receive and 
approve plans and policies forthe 
management and exploitation of 
the county’s resources; and 

This power of the county assembly 
to approve 
plans 

a n d 

policies for the management of 
the county’s resources forms 
the basis upon which the county 
assembly may borrow heavily from 
recommendations made by the 
Auditor-General, to make informed 
decisions before approval. 

In order to provide a seamless 
interface between the two 
institutions, the Office of the 
Auditor-General has put in place 
a liaison team that gives technical 
support to the Assemblies, and their 
role is more pronounced when the 
Assemblies are conducting hearings 
and writing their reports.

If this relationship is nurtured, 
these two institutions would go 
far in complementing each other’s 
mandates 

In order to provide a 
seamless interface between 

the two institutions, the 
Office of the Auditor-

General has put in place 
a liaison team that gives 
technical support to the 

Assemblies, and their role is 
more pronounced when the 
Assemblies are conducting 
hearings and writing their 

reports.
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Participation of citizens is of 
paramount significance in 
execution of any publicly-

funded projects. Public Participation 
normally begins from identification of 
projects, to formulation of budgets, 
through to actual execution of 
projects.

One might ask, why then should I be 
involved?

It is the public who clearly recognize 
and determine projects that are of 
utmost and immediate necessity. This 
therefore means that identification 
of projects with exclusion of citizens 
could result in embarking on wrong 
priorities. It is also important to note 
that these projects are funded from 
public coffers that are principally 
taxpayers’ funds. This therefore 
makes it necessary for tax payers to 
check and ascertain that levies have 
been applied prudently in viable 
projects. 

According to the County Public 
Participation Guidelines, Part 1 
touches on the constitutional 
and legal foundation for public 
participation in County Governments: 
Clause 1 states; ‘Public Participation is 

both a key promise 
and provision of 
the Constitution 
of Kenya. It is 
instilled in the 
national values 
and principles 
of governance 
stipulated in article 
10. Legislature 
and Executive 
at both National 
and County levels 

are required to engage the public 
in the processes of policy making, 
monitoring and implementation.’

The Constitution of Kenya, Article 
174(c) provides that one object of 
devolution is, ‘to give powers of 
self-governance to the people and 
enhance their participation in the 
exercise of the powers of the State 
and in making decisions affecting 
them.’

The Budgetary Process

The Office of the Auditor-General 
has in the recent past undertaken 
a rigorous training programme for 
auditors on the use of Budget as a core 
control tool in the audit process. One 
of the key objectives of this course 
is to ensure that auditors ascertain 
whether public participation was 
duly done during formulation of the 
budget. Another important aspect 
auditors check as they conduct the 
audit exercise is whether the projects 
implemented were the ones initially 
approved in preparation of the 
budget. 

Demand for Accountability

Members of the public should 
also understand that it is their 
constitutional right to demand for 
transparency and accountability 
in the implementation of public 
projects. They should keenly monitor 
the projects during implementation 
and rightfully query any shoddy or 
poor-quality projects implemented 
since it is their hard-earned tax being 
consumed. 

Role of CSOs and Media

The media takes the role of informing, 
educating and consistently reporting 
on the various financial processes 
that both the national and county 
governments are undertaking 
crusading accountability in proper 
use of taxes. The Civil Society 
Organisations closely monitor and 
advocate for accountability by 
government officials. They also 
champion for enhanced participation 
as well as represent interested groups 
in the community to demand for their 
rights. 

In Summary, the laws of Kenya 
have deliberately enabled citizens 
to exercise their democratic rights 
through greater possibilities of 
participation.

It is hence imperative for citizens to 
ensure they actively participate in 
the budgetary process and confirm 
that the projects they require most, 
receive necessary priority in the 
budget as well as implementation 
of public projects as provided in the 
Constitution

The Writer is a Communications 
Officer

Public Participation and 
the need to be involved
By Nicholas Mureithi

A member of the public contributes during a Conference 
of Independent Offices and Constitutional Commissions, in 
Nyeri.
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Procurement fraud is 
increasingly becoming a 
common practice in the public 

sector, weighing down efforts for 
prudent management of public 
resources.

P r i c e w a t e h o u s e C o o p e r s ’ 
(PwC) Global Economic Crime 
Survey Report (2014) reported 
procurement fraud to be among the 
most common forms of economic 
crime that has more than doubled 
in the public sector since the Year 
2012.  

This implies that procurement 
functions are globally targeted by 
perpetrators of fraud which may 
cause financial and other economic 
damage estimated at millions of 
shillings. 

This therefore calls for enterprises 
to be more proactive in preventing 

fraud by actively evaluating and 
estimating their risk exposure 
and their vulnerability to fraud, 
and hence these measures should 
be closely supported by ongoing 
monitoring of these risks. 

Fraud risk management process 
consists of fraud risk identification, 
fraud risk assessment, Fraud risk 
control and fraud risk financing.

The procurement manager is the 
person primarily held responsible 
and liable for the risk management 

process in the procurement function. 
It is his/her responsibility to ensure 
that fraud risks in procurement are 
identified, evaluated and managed. 

Fraud risk identification

The types of fraud that generally 
occur in the procurement process 
are the following: tender fraud, 
conflicts of interest, kickbacks, the 
creation of shell companies, pass-
through-schemes, pay-and-return 
schemes, acceptance of poor or 
inferior quality products or no 
products, and inflated invoices or 
billing.

The following techniques or tools 
can be used to identify risks: studying 
documentation, SWOT analysis, 
insurance analyses, interviews, 
workshops and brainstorming, 
questionnaires, root-cause analyses 
and specialist software.

PricewatehouseCoopers’ 
(PwC) Global Economic 

Crime Survey Report (2014) 
reported procurement 

fraud to be among the most 
common forms of economic 

crime that has more than 
doubled in the public sector 

since the Year 2012.  

Procurement Fraud Risk 
Management Process 
By Dr. Sammy Kimunguyi



Supreme Auditor [ 23 ] Issue 08

The identification of fraud risks 
during the procurement section’s 
risk workshop normally forms part 
of the global risk identification 
process.

Fraud risk assessment 

During fraud risk assessment, a 
possibility that a procurement fraud 
situation will occur is considered, 
and the expected size and cost of 
the loss is estimated in order to 
determine the impact it will have 
on the enterprise. Several elements 
which include; Frequency, Severity 
and Assessment techniques are 
factored in. 

The risk analyst can use historical 
procurement fraud statistics of an 
enterprise as a basis for calculating 
the frequency of procurement 
fraud. Severity of losses can be 
computed in accordance with the 
following terms; maximum sizes 
of losses, accumulation, and/or 
interruption of business. 

Most assessment techniques for 

operational risks (which include 
fraud risks) are by nature qualitative. 
They include self-assessment 
methods such as workshops, 
historical data and risk matrices.

Fraud risk control 

It is important that the procurement 
manager takes necessary steps to 
manage and control various fraud 
risks. There are five alternatives in 
managing risks, namely; avoidance, 
acceptance, elimination, reduction 
and transfer of risks. These 
approaches to the management 

and control of risks are relevant 
and should be applied to the 
management of procurement fraud 
risks.

Fraud risk financing 

It is important to consider the cost 
and advantages associated with 
managing risks. The costs of the 
control should not exceed the 
potential savings arising from it.

The procurement manager may 
use the return-on-investment 
(ROI) ratio to evaluate the financial 
acceptability of the control 
measures. It is a measure of the 
procurement fraud risk saving as a 
proportion of the capital invested 
so as to achieve savings. 

This enables the procurement 
manager to determine whether 
the capital invested in managing 
procurement fraud will be cost 
beneficial to the enterprise or not 

Dr Kimunguyi is a Manager- 
Procurement Audits

The risk analyst can use 
historical procurement 

fraud statistics of an 
enterprise as a basis for 

calculating the frequency 
of procurement fraud. 

Severity of losses can be 
computed in accordance 
with the following terms; 
maximum sizes of losses, 

accumulation, and/or 
interruption of business. 
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According to the African 
Organisation of Supreme 
Audit Institutions (AFROSAI) 

Strategic Plan (2015 - 2020), one of 
the key challenges facing Supreme 
Audit Institutions (SAIs) in Africa is 
capacity building and knowledge 
sharing.

With SAI Kenya being no exception, 
the Office of the Auditor-General 
of Kenya has continued to invest 
heavily in capacity building and 
skill development for all staff.  
Various development partners, with 
interest in good governance, have 
also come into play to give support 
towards enhancing accountability in 
the public sector.

Among the partners is the 
Government of Ireland, through 
the Irish Embassy in Kenya, which 
has continued to support the Office 
in Forensic Investigation Training. 
This has been achieved through a 
collaboration that has seen more 
than 20 staff trained in Forensic 
Investigations in the last three years.

The trainees go through a 
comprehensive training leading to a 
Certificate in Forensic Investigations 
awarded by the Institute of 
Chartered Accountants, Ireland. 

The trainings, usually held in 
Dublin, Ireland, give the trainees 
a life changing experience and 
useful professional networks.  The 
trainings are conducted in form of 
class presentations and discussions, 
led by a team of experts mostly 
drawn from KPMG - Ireland. It also 
involves case studies, individual and 

group exercises. 

Evaluations 

As part of the 
e x a m i n a t i o n , 
trainees are 
e v a l u a t e d 
through written 
tests and oral 
interviews. The 
c o m p l e x i t y 
of the oral 
interviews gives 
the trainees a challenge on how to 
deal with difficult investigations.  

The Course was developed by the 
Institute of Chartered Accountants, 
Ireland and is designed to provide 
learners with the skills and 
knowledge required to undertake a 
professional forensic investigation 
and where necessary present expert 
witness opinion in court. 

The trainees also discuss new trends 
in Cybersecurity across the globe. 
From the Cybersecurity Reports 
2016 presented and discussed in the 
2017 class, it was evident that Kenya 
is still lagging in Cybersecurity and 
there are increasing Cyber threats. 
The KPMG trainers recommended 
that SAI - Kenya should take a more 
proactive role in protecting critical 

infrastructure and data, both own 
and that of various government 
entities. 

This can be achieved by establishing 
an Information Security Unit in the 
organisation and also by making 
implementable information security 
recommendations to government 
entities, especially those dealing 
with sensitive data and information.

Through these trainings in Forensic 
investigations, Digital forensics and 
Cyber security, it is expected that 
SAI Kenya will continue to make a 
positive impact in ensuring good 
governance in Kenya. 

Ireland and other development 
partners will continue to be strategic 
in providing capacity building to 
improve staff competencies, give 
exposure and provide personal 
development opportunities 
especially in technology and other 
emerging areas

Mr Kilungu is an IT Risk and Security 
Officer

Collaboration in forensic 
investigations 
By Martin Kilungu

Through these trainings 
in Forensic investigations, 
Digital forensics and Cyber 
security, it is expected that 
SAI Kenya will continue to 
make a positive impact in 

ensuring good governance 
in Kenya.

Deputy Head of Mission at the Irish Embassy in Nairobi, Lisa 
Doherty, chairs a debriefing session on the Ireland trip, with 
Office of the Auditor General Forensic Auditors

Enhancing Accountability

Effective accountability in the management of public resources and service delivery.

Audit and report to stakeholders on the fairness, effectiveness and lawfulness in the 
management of public resources for the benefit of the Kenyan People.

Team Spirit

We work together in teams and offer equal opportunities to all.

The foundation of the OAG’s operations is anchored on five key values which also guide the Office in its interaction with
stakeholders. The values are: 

In addition, Article 229 (6) of the Constitution of 
Kenya requires the Auditor-General to confirm 
wether public money has been applied lawfully and 
in an effective way. Currently, the Office audits 
1,174 financial statements from Ministries, 
Departments and Agencies (MDAs) and County 
Governments.
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