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It has been yet another special moment for 
the Office of the Auditor-General following the 
recognition of the Office in efficient and visible 
implementation of new audit methodologies in 
the African region.  The recognition Award was 
handed over to the office at the annual Technical 
Update meeting of African Organisation of 
English-speaking Supreme Audit Institutions 
(AFROSAI-E), in South Africa. Our staff, Joyce 
Mbaabu, who was at the event brings us up to 
speed on the Award.

This 9th Edition also takes stock of the automation 
of the audit function through TeamMate software, 
after its launch in November 2017. More about the 
journey and inherent challenges are captured in 
detail in this Publication. The TeamMate Project 
Manager, Edwin Kamar, sheds more on the 
project.

Independence of Supreme Audit Institutions (SAI) 
across Africa still remains an issue of concern, thus 
hindering SAIs to effectively play their oversight 
role. A self-assessment championed by AFROSAI-E 
looked at the aspects of Independence across the 
African region and published its findings. Read 
more on this interesting topic and how it affects 
the operations of SAIs.

This Edition also looks at the topical subject 
of lifestyle audit, what it entails and how it is 
conducted, complete with its flipside. These and 
more stories are captured in this Publication.

I wish you a captivating reading.

Peter Opiyo

Editor’s Note
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The Office of the Auditor-General forges ahead 
with its transformation journey, and a number 
of initiatives are registering marked progress.

At the heart of this transformation, is the automation 
of the audit work to ensure timely and quality audit 
reports to Parliament and County Assemblies. To this 
end, following the launch of the Audit Management 
System (TeamMate) in November 2017, the Office 
rolled out an intensive training for all its audit staff to 
ensure a seamless transition. 

Since the successful implementation of TeamMate, 
there has been noticeable enthusiasm and passion 
exhibited by staff towards this software, resulting 
on a maximum uptake by the staff. We are already 
noticing the fruits of TeamMate in the timeliness of 
audit reports, for signature.

The Office is also alive to the fact that devolution 
of services is at the heart of the Constitution, 2010, 
and has to live by its tenets, for effective service 
delivery. Consequently, the Office has endeavoured 
to establish offices at the grassroots whenever land 
has been available. In this regard, the flag bearer was 
the construction of Garissa regional Office, in North-
Eastern Kenya, to serve the counties of Garissa, Wajir, 
Mandera and Tana River. 

The building was completed last year (2017) and has 
been occupied. This was followed by the construction 
of Kakamega regional office, to serve western Kenya. It 
will serve the counties of Kakamega, Vihiga, Bungoma 
and Busia.

The construction of Eldoret office, for the North-Rift 
region, to serve the counties of Uasin Gishu, Trans 
Nzoia, Nandi, Elgeyo Marakwet, West Pokot, Turkana, 
is 40 per cent in progress. Our intention is to further 
devolve to the grassroots by having offices as many as 
the 47 counties.

In terms of professionalism, we continue to carry out 
our work diligently and with adherence to international 
standards that guide the auditing profession. As a 
result, the Office has won admiration in the continental 
and global arena and continue to give technical 
support to other Supreme Audit Institutions (SAIs) in 
Africa and beyond, in the fields of Communications 
and Stakeholder Management, Auditing and Human 
Resource, amongst others.

The diligence and professionalism paid off in the 
form of a Continental Prize won by performance 
auditors in 2017. The auditors examined the Provision 
of Healthcare Services in Kenya and came up with 
interesting findings that would interest policy makers. 

A Jury that unanimously settled on the Report 
consisted of auditors from SAIs of Sweden, United 
Kingdom, Netherlands and Norway. The Jury noted 
that the report was well-written and was easy to 
understand. Over and above, its recommendations 
were strong and relevant. We promise to continue 
utilizing our expertise and professionalism for the 
benefit of all.

Though, the Office still experience resource challenges, 
we are utilizing what is at our disposal to respond 
to the needs of Kenyans and execute our mandate 
as required by the law. We count on you for your 
continued support in this journey.

Thank you

FCPA Edward R.O. Ouko, CBS

Auditor-General, Kenya

Foreword
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In November 2017, the Office of the 
Auditor-General (OAG) launched an 
Audit Management System (AMS)- 
TeamMate- in a mission to transform 
and automate the audit process. 
Edwin Kamar, Director of Strategy, 
Methodologies, Audit Systems and 
Quality Assurance talks about the 
journey, so far. 

(Q)  What is TeamMate?

Teammate is an audit management 
system which helps auditors to 
deliver on their audit plans. It 
consists of 5 modules namely; Team 
Risk which is used to undertake risk 
assessment, Team Schedule where 
work is allocated to auditors and 
determines when the audit is to be 
executed, we also have Electronic 
Working Papers module (EWP). This 
is where individual client’s projects 
are created and auditors execute 
work on this platform, Time and 
Expense Capture, also known 
as Teammate TEC, this is where 
auditors account for their time as 
well as expenditure relating to a 
project and finally Team Central, 
which is a repository of all the audit 
issues, which have been raised in 
the past, this is where one is able to 
generate a consolidated report by 
client type as well as make follow 
ups.

In addition, TeamMate has a 
knowledge base (Team Store) 
information relating to a particular 
client, audit risk register, 
information of interest by way of 
circulars, where auditors can access.

 

(Q)  What was auditing like before 
TeamMate?

Before Teammate came into play, 
auditing was manual, it entailed a 
manual audit, the audit file could 
only be accessed once it has been 
forwarded to the next level for 
review. Because it was only one 
file domiciled to only an individual 
at any one given time, one could 
only review that particular file 
when it reached their desk. Unlike 
Teammate, as soon as a project 
is created, there is visibility from 
project start to completion, and 
as the auditors execute their 
work, a reviewer can always make 
comments. In addition, it also 
reduces the lead time between 
exiting the field and reporting, at 
a click of a button, you are able to 
generate the reports. In essence, 
you are able to review the file online 
and get comments there and then. 

(Q)  How did the idea of TeamMate 
come about?

With the Constitution, 2010, the 
mandate of the Office was expanded 
significantly. Previously, we only 
had one government, but the new 
Constitution gave birth to another 
47  Governments by way of counties, 
so in total, our mandate expanded 

to 48 Governments including the 
National Government. The resource 
basket for the Office did not change 
significantly to commensurate with 
the expanded mandate, The Office 
had to look for an innovative way 
to be able to deliver its mandate 
while working with almost the 
same resource basket in terms of 
HR, logistics, Vehicles, amongst 
other requirements, and the only 
feasible way was to have an audit 
management system (TeamMate) 
where we are able to manage 
our resources as well as the audit 
process, having the goal in mind 
of delivering the final report (blue 
book) which speaks to the mandate 
of the Office as per article 229 of the 
Constitution of Kenya.

(Q)  Why TeamMate?

Of course, there are a number 
of softwares in the market, but, 
having identified our needs, senior 
management, looked at TeamMate 
and realised that the people who 

Changing the face of 
public sector auditing
By Valery Michoki

Before Teammate came into 
play, auditing was manual, 
it entailed a manual audit, 
the audit file could only be 
accessed once it has been 

forwarded to the next level 
for review.

Edwin Kamar (standing) and Director-
Human Resource, Philip Owidi consult 

during a workshop
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developed TeamMate actually had 
a mind of an auditor, everything 
is inbuilt so that it meets the 
requirements of an audit Office. 
In addition, there were a lot of 
benchmarking visits, a number of 
Supreme Audit Institutions (SAIs) 
were made, among them Uganda, 
Rwanda, Tanzania, Ireland, and 
Australia. There were also some 
consultations through video 
conferencing with the Canadian 
Office, for instance, and based on 
all these we narrowed down to 
TeamMate.   

(Q)  Could you please explain your 
journey on Teammate from 
inception up until now?

The process began in 2016 when 
the Office made a decision that we 
needed an automated management 
system to be able to manage the 
audit process. There were thoughts 
about developing an in-house 
customised system to help us. In 
2017 the Auditor-General started 
the journey by bringing about 
mindset change training of auditors. 
Previously, the orientation had been 
that audit was about examining 
vouchers, picking mistakes and so 
on, so he created awareness to the 
auditors. The Office was looking for 
a way of being able to make sure 
that if we are auditing similar clients, 
then the way we present issues is 
comparative. 

Next step was to set up a steering 
committee to actualize the 
implementation of TeamMate; 
having narrowed on the system 
we were going to use, a steering 
committee was set up with the 
Auditor-General being the sponsor 
as well as the chair, then with clear 
timelines, we were to make sure 
that all the auditors were trained 
by a certain date, and that the 
system implementation team was 
going to ensure that we go live on 
7th November 2017. The Auditor-
General recalled every auditor from 
the field and launched TeamMate.

On the day of the launch, we 
registered presence online of over 
40 per cent of financial auditors. 
Subsequently we have been able to 
deliver 2016/2017 audit plan through 
TeamMate and we have now rolled 
oved to 2017/18 audit plans accross 
the entire Office. 

(Q)  Project Go- Live- How would 
you rate the implementation 
process on a scale of 1 -10? 

By all means we surpassed our 
expectation, I would give ourselves 
a score of between 8-9 out of 10.

(Q)  What are audit working 
papers?

They are evidence which the 
auditor generates in the process of 
performing an audit.This is the only 

proof that the auditor undertook  
work. Of course audit working 
papers could be primary meaning 
the auditor originates them from 
scratch or you could be working on a 
document which has been provided 
to you by the client. For instance, 
if you have a bank reconciliation 
from the client, you don’t need 
to originate, you will for instance 
build on it and confirm arithmetic 
accuracy.

(Q)  Have auditors embraced 
Teammate positively?

I would like to answer that 
differently, because of Teammate 
we have made a number of 
interactions with the users, I asked 
a rhetoric question to the auditors, 
suppose a decision was to be made 
now that we go back to the manual 
system, what would be your take? 
And they said they don’t prefer the 
manual system. So I think you can 
make your own judgement.

One thing which TeamMate is 
bringing out strongly, is ability to 
push delivery, with the work of a 
supervisor being simplified. It’s a 
way of building integrity so that we 
report things as they are.

(Q)  What is the impact of 
TeamMate in auditing as far 
as OAG is concerned? 

Within Team store we have 
developed standard auditing 
procedures, we have a standard 
approach in terms of how we audit 
a particular clientele is audited, 
remember now the file is accessible 
from the time of creation, to the 
time of completion, a reviewer can 
go in without being restricted, so on 
that basis we are able to minimise 
audit risk in that process. Audit risk 
is where we have an issue but one 
fails to flag it up. Previously, we used 
to spend alot of time on reporting, 
approximately 30 percent, putting 
together the report, there was no 

OAG Members of staff at a TeamMate Retreat
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system for recording the findings, 
but with TeamMate, this has been 
compressed to 10 per cent. So 
this has freed in more time for the 
auditors to spend quality time in 
terms of planning and more on 
fieldwork.  

We have since been able to put our 
clients into two Tiers- Tier 1 clients 
where we are required to deliver by 
31st December, and this accounts for 
80 per cent of the public resource 
basket. In Tier 2 - we are required to 
deliver by 30th April. 

(Q)  Any challenges faced while 
using TeamMate?

1) Changing the mindset of auditors, 
how do you assure the auditors that 
the system is not replacing them? 

2) Being able to facilitate auditors 
with fully functional laptops has 
been a challenge due to funding 
constrains from the National 
Treasury, but the Office has been 
able to get a way around it.  

3)Infrastructure - given the way 
we are geographically dispersed, 
we have 11 regional offices (Hubs) 
outside the headquarters, and all 
users wants to access the system 
at the same time, yet the system 
can only hold 900 users at one ago. 
However, we have addressed the 
challenges by expanding the storage 
capacity, we have also expanded the 
bandwidth and hence connectivity 
has significantly improved.

(Q)  What upgraded versions are 
available?

We are currently using version 
12.2. This is the latest version of 
Teammate. Unlike the earlier version 
12, this version is more user-friendly, 
more especially reporting. The 
previous version could not accept 
tables within a report but this version 
has significantly improved. You can 
import files from excel, export and 
so on. From the administrative side, 

it is more versatile because it gives 
you more functionalities to be able 
to administer the system to the 
users. 

(Q)  Has it improved timeliness in 
submission (as stipulated in 
the Constitution)

That’s what we are working on, you 
remember tier one and tier two? 
Previously tier 1 we used to have a 
deadline of 31st March the following 
year, but now we have been able to 
reduce to December 31st. 

(Q)  What is your vision for 
Teammate?

My thinking is, you know the core 
business for the Office is audit and 
everything else should be aligned 

to support the core business of 
the organisation. So I’m seeing 
TeamMate has already started 
driving the rest of the business 
processes in the organization, it’s 
more like the heartbeat because 
if you look at recruitment we are 
able to quantify the total effort we 
require to deliver the audit universe 
in a given year. So we are able to 
guide the HR functions when it 
comes to numbers to recruit and 
the levels. 

When it comes to finance, budgeting 
for funding for the next audit 
cycle, previously we didn’t have 
an objective way of determining 
the number of resources that we 
require but now we have been able 
to break down how much does it 
cost to audit a client beginning with 
the audit phase for instance, the 
movement cost of staff to be able to 

execute by way of motor vehicles, 
drivers and imprest for staff.

I see TeamMate being more robust, 
there is a new version of TeamMate 
which is currently under test, called 
TeamMate(+) and it’s going to be 
highly customizable. It will no longer 
be limited to auditors only but will 
eventually be rolled out to staff 
working in the corporate services 
department. That notwithstanding, 
I think that we already have a lot of 
information on Team Central which 
corporate functions for example 
PR and Communication are able to 
leverage on.

(Q)  What does the successful 
implementation of TeamMate 
mean to the ordinary citizen?

I want to take you back to Article 
229(6) of the Constitution of Kenya, 
it actually requires the Auditor- 
General to confirm whether public 
resources have been used in a 
lawful and effective manner, and 
that is what the Kenyan citizen 
would want to hear. This system 
gives us the opportunity to be able 
to manage the audit universe and 
be able to effectively answer the 
question whether public resources 
have been utilized in an effective 
and lawful manner. 

It helps us to reach every client 
and be able to answer to the 
requirement of Article 229 (6) in the 
Constitution.

This system gives us the 
opportunity to be able to 

manage the audit universe 
and be able to effectively 

answer the question 
whether public resources 
have been utilized in an 

effective and lawful manner. 



Supreme Auditor [ 5 ] Issue 09

Independence of Audit 
Institutions still a concern 
Supreme Audit Institutions (SAIs) 
in Africa are still struggling with 
the component of Independence in 
carrying out their mandate.

In a self-assessment report 
conducted by the African 
Organisation of English-speaking 
Supreme Audit Institutions 
(AFROSAI-E), 2017, independence 
is still a matter of concern in the 
26 SAIs that participated in the 
exercise.

The Institutional Capacity Building 
Framework (ICBF) Report of 

2017, is based on five domains: 
Independence and Legal 
Framework, organisation and 
management, Human Resources, 
Audit Standards and Methodology, 
and Communication and 
Stakeholder Management. 

ICBF is an efficient and cost-
effective method for SAIs to 
assess their performance on an 
annual basis. It is based on the 
International Standards of Supreme 
Audit Institutions (ISSAIs) and 
other international and regional 
best practices as benchmarks 

against which development and 
performance is measured.

The Report titled: AFROSAI -E State 
of the Region ICBF Self-Assessment 
Report for the year 2017, notes 
that while SAIs registered some 
improvements in the other four 
domains, Independence is emerging 
as an area of concern, dipping in 
2017 compared to 2015 and 2016. 

“The independence and legal 
framework domain achieved level 3 
since 2013, but marginally decreased 
over the past two years. While the 

By Peter Opiyo

Auditors-General and other delegates during a past AFROSAI-E Governing Board Meeting in Nairobi
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marginal drop in the aggregate 
score may not be material, a 
number of SAIs indicated that the 
scores were lower because of the 
involvement of the executive in 
setting budget ceilings and delays in 
budgetary releases during the 2017 
fiscal period,” the report states.

ICBF adopts a 5-level criteria of 
assessment. Level 1 is categorised as 
founding state, level 2 as developing 
state, 3 as established, 4 as managed 
and 5 as optimised. 

Budget cuts and ceilings

The report points out that the 
extent of budget cuts and ceilings 
varied across the SAIs but may 
be attributable to the negative 
economic growth experienced 
by some countries. Though 
Independence is a concern it notes 
that five SAIs’ secondary legal 
frameworks were under review in 
2017 and that these new Acts are 
expected to significantly improve 
the legal independence of those 
SAIs.

Of the 26 SAIs that participated 
in the assessment, 45 per cent 
indicated that their budgets require 
executive approval and release and 
only 27 per cent can submit the 
requests directly to Parliament if 
they require additional funding.  

In its conclusion, the report points 
out that several SAIs commented 
that they were lobbying their 
governments to review and approve 
legal frameworks that are compliant 
to ISSAIs and other best practices. 
However, operationalising 
independence, continues to be a 
challenge. 

“This may also prevent the creation 
of effective SAI governance 
structures that would ensure that 
SAIs become model organisations 
that deliver value to the citizenry. 
SAIs are encouraged to continue 
lobbying their executives and other 
development partners to ensure 
the establishment of appropriate 

measures that would guarantee 
their financial and administrative 
independence in law and in 
practice,” the report states.

Independence of SAIs has been 
at the core of global meetings 
and continues to be an agenda 
for enhanced transparency and 
accountability. In 2014, for instance, 
the 69th Session of the UN General 
Assembly adopted resolution 
on “Promoting and fostering 
the efficiency, accountability, 
effectiveness and transparency 
of public administration by 
strengthening Supreme Audit 
Institutions.”

The Assembly noted that efficient, 
accountable and transparent public 
administration has a key role to 
play in the implementation of the 
internationally agreed development 
goals, including the Millennium 
Development Goals (MDGs).

 “Supreme Audit Institutions 
(SAIs) can accomplish their tasks 
objectively and effectively only if 
they are independent of the audited 
entity and are protected against 
outside influence,” the Assembly 
noted.

-Additional Information from 
AFROSAI-E

AFROSAI CEO, Meisie  Nkau with Deputy Auditor-General, Corporate Services, 
Agnes Mita when she paid a courtecy call to the office

Some members of staff pose for a group photo with AFROSAI CEO  Meisie  Nkau
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Social Audit and 
Accountability
Social Audit is a way of 
measuring and understanding 
an organisation’s social and 
ethical performance.

By conducting these 
measurements, we fulfill an 
organisation’s responsibility 
towards society based on  
ethical standards that are 
expected of the entity

Social audit is based on the 
principle that democratic local 
governance needs to be carried 
out, as widely as possible, with 
the consent and understanding 
of all parties concerned. It 
is thus a process and not an 
event. Social auditing is taken 
up for purposes of enhancing 
local governance, particularly 
for strengthening accountability and 
transparency among local bodies 
(Food and Agriculture Organization 
corporate document repository).

Platform for Social Accountability

Social accountability and 
audit involves the community, 
synonymous with community 
policing in regards to security.

In using community policing, the 
Government and its citizens are 
able to achieve improved security 
by returning the responsibility 
of keeping our neighborhood 
safe, back to its citizens. While 
implementing community policing, 
we are expected to know our 
neighbours and inform the police of 
any suspicious characters. 

The same way social programmes 

are implemented and delivered 
to the community, the public is 
given basic knowledge on social 
audit awareness, social audit 
takes back the responsibility for 
accountability of their taxes to the 
public (Wanjiku). This means the 
citizens become the keeper of his or 
her taxes. We are therefore called 
to have basic knowledge on the 
social programmes our country is 
implementing, and later monitor on 
their delivery.

Another example would be If the 
community has been trained on 
various social programmes for 
example, cash transfer for orphaned 
and vulnerable children they will be 
able to monitor the programme 
from beneficiaries’ identification, 
listing and exit from the programme. 
Community members will be able to 
single out ineligible beneficiaries of 

the programme and in the process; 
they will be able to gather evidence 
to be used by the Office of the 
Auditor-General and other oversight 
agencies, against Government 
officials who are offering poor 
quality services to its citizens.

Objectives of Social Audit 

## Assist in assessing physical and 
financial gaps between what 
we need for local development 
and what resources are 
available to meet these needs 
if carried out well.

## Increase efficiency and 
effectiveness of development 
programmes.

## Estimate opportunity costs 
for stakeholders of not 
getting timely access to public 
resources.

By Josephine Warega

Deputy Auditor-General, David Gichana, gestures during a Social Accountability 
meeting in Baringo
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## Assists in scrutinizing various 
policy decisions keeping in 
view stakeholders’ interest 
and priorities particularly 
those of rural areas. This helps 
match big policy ideas with 
needs, priorities and rights of 
the people. 

## Create awareness among 
beneficiaries and providers 
of local social and productive 
services.

Note: To achieve benefits of social 
audits it is important to increase 
local capacity to carry out social 
audits

Advantages of social audit

#) Trains the community on 
participatory local planning;

#) Encourages local democracy;

#) Encourages community 
participation;

#) Benefits disadvantaged 
groups in the community;

#) Promotes collective 
decision-making and sharing 
responsibilities;

#) Develops Human Resource 
and Social capital;

#) Benefits the less privileged 
in the society to question 
the utilization of resources 
government allocates for their 
use.

In order to be effective, the social 
auditor must have the right to;

1. Seek clarifications from 
the implementing agency 
about any decision-making, 
activity, scheme, income and 
expenditure incurred by the 
agency;

2. Consider and scrutinize existing 
schemes and local activities of 
the agency; and

3. Access registers and documents 
relating to all development 
activities undertaken by the 
implementing agency or by any 
other government department.

Relationship between Audits by the 
Office of Auditor General and Social 
Audits

## Social audit reports will give 
the Government audit risky 
areas to be considered for 
audit.

## Social audit if well 

implemented can provide 
tangible evidence on issues 
queried by the citizens.

## The citizens have first-hand 
information on service delivery 
by the Government, therefore 
they have first-hand feedback 
on services delivered.

## Performance audit addresses 
the economy, efficiency and 
effectiveness. Therefore, in 
choosing areas to consider 
auditing, they pick on areas 
where citizens have reported 
on in their social audits.

Prerequisites for social audit

1. Parliament is required to 
pass a law on citizens right to 
information (check whether 
this is well covered by the 
constitution on citizens Bills 
of Rights).

2. The Office of the Auditor-
General is required to 
facilitate drafting of the 
Social audit manual.

3. Civil Society needs to be 
trained on social audit for 
effective implementation of 
social audit.

Social Programmes subject to social 
audit 

Social Programmes subject to 
social audit includes, but are not 
limited to National Social Safety Net 
Programme housing;

#) Cash transfer for orphans and 
vulnerable children;

#) Persons with severe disability 
cash transfer;

#) Older persons cash transfer;

#) Hunger safety net cash 
transfer;

#) Urban Food subsidy 
programme.
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Nyeri Office is one of the nine 
regional offices (Hubs) that 
undertake audit functions across 
the country.

The Office is situated at the Regional 
County Commissioners building 2nd 
floor and at Agriculture Finance 
Corporation (AFC) building in Nyeri 
town. The Hub covers five counties 
(Nyeri, Laikipia, Kirinyaga, Murang’a 
and Samburu). 

The Hub, headed by Acting Director 
of Audit Mr. Philip Cheboiwo 
(Inset), has a client portfolio of 66. 
This comprises 23 Constituency 
Development Funds (CDF), five 
Universities, two Donor funded 
projects, one Water Board, five 
County Executives, five County 
Assemblies, 10 County Funds and 15 
Water Companies. The Office has 44 
audit staff and 16 non-audit staff.

There are ongoing projects within 
the region, among them a project 
at Dedan Kimathi University, 
started about three years ago. It 
encompasses a Resource Centre 
(Library and lecture theatre), 
a Science Laboratory which is 
estimated to cost Kshs.475 million 
and Kshs.440 million, respectively.

Other projects include Tana Water 
Services Board- Kenya Towns 
Sustainable Water Supply and 
Sanitation Programme, under the 
Tana Water Services Board, started in 
2017/2018 financial year. This will be 
the first year of audit for the project 
and shall be an area of interest with 
an estimated cost of about Kshs.2.8 
billion. These projects are in almost 

all Wards within Nyeri county and 
the neighboring counties as well, 
and are aimed at satisfying water 
need to the locals.

Mr Cheboiwo says the presence 
of the audit office at the region 
has brought services closer to the 
people and is generating a lot of 
interest to the citizens.

“Most of the clients we audit are of 
high interest to the public, especially 
the County Governments and the 
Constituency Development Funds 
(CDF). We receive anonymous 
letters on alleged cases of theft and 
misappropriations. Though these 
act as pointers to areas of attention, 
we conduct fact-checking to confirm 
them,” Cheboiwo says.

Challenges 

Mr Cheboiwo points out that the 
Office faces various challenges such 
as shortage of vehicles to facilitate 
transport to all teams, there is also 
a shortage of Office space making 
supervision of the two offices 
difficult due to difference in location.

Despite the challenges, he says, 
the staff strive to carry out their 
assignments professionally and are 
exposed to regular professional 
development trainings.

The County Assemblies play an 
oversight role by ensuring that 
recommendations contained in the 
audit reports are implemented. The 
Chair of the Nyeri County Assembly’s 
Public Accounts and Investments 
Committee (PAIC), Hon Lynnet 
Kinyua says the Assembly relates 

closely 
with the Office 
to ensure effective oversight.

She notes that they sometimes 
face challenges in interpreting 
the reports, but they work closely 
with the Office to give technical 
assistance as is required, and 
points out that capacity-building 
workshops are necessary for deeper 
understanding of audit reports.

“I would recommend trainings so 
that we can better understand the 
reports and even scrutinize them 
better,” she proposes.

Ms Kinyua however, says the Office 
needs to do more on its relationship 
with the entities it audits, pointing 
out that most entities shiver at the 
mention of ‘Auditor-General’.

“OAG is supposed to be going to 
the County Assembly more often. 
One feels they have been attacked 
when they hear the name itself, 
Auditor-General. It scares them, 
they feel attacked when they hear 
the word ‘General’. OAG can also be 
doing audit presentations, they can 
come to the County Assembly and 
tell them how systems work,” she 
says.

Tracing the Shilling in 
Central Region  
By George Odhiambo and Valery Michoki
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The Office of the Auditor-General, 
Kenya (OAG), was recognised for 
efficient and visible implementation 
of new audit methodologies in the 
African region.

The Regularity Audit Award of 
Recognition, was handed to the 
Office at the African Organisation 
of English-speaking Supreme Audit 
Institutions (AFROSAI-E) annual 
Technical Update gathering in 
Johannesburg, in November 2018.

It was recognised for demonstrating 
the most visible and efficient 
implementation of the combined 
approach of Financial Audit Manual 
(FAM)and Compliance Audit 
Manual (CAM) since they were 
adopted in November 2017. The two 
manuals have been customized and 
combined into one regularity audit 
manual known as F!CAM 

FAM and CAM are new audit 
methodologies that succeed 
Regularity Audit Manual (RAM).  
After a series of quality assurance 

reviews that were 
done for various 
Supreme Audit 
Institutions (SAIs) 
across the English-
speaking African 
region from 2012 
to 2016, AFROSAI-E 
realised that RAM 
was very bulky, 
the working 
papers were 
too detailed and 
lacking objectives 

and specific guidance on how they 
should be completed.

Consequently, AFROSAI-E, 
with input from several SAI 
representatives decided to split 
RAM so as to have separate audit 
manuals (FAM and CAM). FAM is 
based on ISSAI 200- Fundamental 
Principles of Financial Auditing 
and CAM ISSAI 400- Fundamental 
Principles of Compliance Auditing. 

During the Johannesburg ceremony, 
OAG was cited as having hosted 
AFROSAI-E for a FAM and CAM 
regional train-the-trainer workshop 

that resulted into the training of 
several trainers.

It further used the AFROSAI-E 
trained staff, and managed to 
train  its own staff at different 
levels in the F!CAM methodology. 
AFROSAI-E also recognised OAG for 
embarking in a project to upload 
the methodologies onto its auditing 
software platform(TeamMate) as 
part of their roll out. This has allowed 
the testing of the compatibility 
of the newly modelled working 
papers in an automated audit filing 
environment.

Since 2012, OAG has been using 
the Regularity Audit Manual 
(RAM) which contained the audit 
methodology that guided auditors 
while carrying out audits. RAM was 
a combination of both financial and 
compliance audits.

Various countries in the AFROSAI-E 
region including Kenya, were 
involved in the process of developing 
FAM. CAM was developed by 
AFROSAI-E with assistance from 
Norwegian Audit Office.  The draft 
Manuals were given to SAIs to 
conduct pilot audits with the aim 
of identifying gaps and giving input 
to AFROSAI-E for incorporation in 
the final process.  OAG piloted both 
manuals and fully participated in 
workshops that culminated in the 
final manuals that were released to 
SAIs for implementation.

-Additional information from 
AFROSAI-E

OAG awarded for new 
audit methods
By Joyce Mbaabu

OAG staff display the award at the Johannesburg event

It was recognised for 
demonstrating the most 

visible and efficient 
implementation of the 
combined approach of 
Financial Audit Manual 

(FAM)and Compliance Audit 
Manual (CAM) since they 

were adopted in November 
2017.



Supreme Auditor [ 11 ] Issue 09

Cybersecurity refer to technologies, 
processes and controls designed to 
protect systems, networks and data 
from cyber-attacks. 

The Purpose of cybersecurity is 
to protect organisations from the 
unauthorised access of systems, 
networks and technologies. A 
cyberattack is the deliberate 
exploitation of computer systems, 
technology-dependent systems 
and networks through altering 
computer code, logic or data. 

This attack can be detrimental to 
organisations, especially the ones 
that deal with data and figures, like 
Supreme Audit Institutions (SAIs).

SAIs therefore need to invest 
in educating their employees 
on organisational information 
security, and their role in securing 
the data entrusted to them by 
audit entities. This is because 
information held by these 
entities, some classified in nature 
ends up with the auditor.

With most SAIs currently 
adopting technology to automate 
their services, cybersecurity will 
continue to pose a great challenge. 
According to a survey conducted by 
Serianu Limited in 2017, more than 
95 percent of African businesses are 
operating below the cybersecurity 
poverty line, the point below which 
an organisation cannot effectively 
protect itself frim cyber attacks.

According to the Financial Times 
Magazine, cybersecurity has 
been creeping on to agendas of 

organizations’ boards across the 
world, as more executives fear their 
entities could be the next big victim 
of a hacking attack. The dangers 
of cyber security attackers include 
losing data, cybercrimes and 
general disruption to the business 
sometimes extremely expensive to 
remedy. 

Despite investing in security 
technologies, organizations face 
a struggle not only against cyber 
criminals, but also with workforce 
complacency. Staff either do 
not understand their role in the 
challenge of security systems or 
cannot yet be persuaded enough to 
care.

Cybersecurity by its nature comes 
with an aspect of ‘inconvenience’. 
In most government entities, 
“productivity and convenience 
are put above security,” says Chris 
Dye; a vice-president at UK-based 
cybersecurity company, Glasswall 
Solutions. This leaves the entities at 
the mercy of cyber-criminals

Security by design involves 
everybody making sure they are 
working securely in whatever role 
they play within the organization. 
Whether an employee is working 
as a receptionist, auditor, system 
administrator or other roles, there 
is need to secure data. 

The rise in attacks through email, 
where a criminal sends an email 
that lures its readers to click on 
an infected link or download an 

infected document - means that  
employees need even more 
knowledge. In such type of 
attacks, the executives are the 
top targets of cyber-criminals. 

Security is relative, and no one is 
100 percent secure. An important 
question to ask for the top 
management of every organization 
in this digital era should be, “What 
would we do if we were hacked 
today?” An attacker needs to 
deceive only one user to gain access 
to a secured system and thus the 
need for organizations to invest in 
security awareness training for all 
their employees.

Data Networks and 
Systems security 
By Martin Kilungu
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Kennedy Kiarie, 
an auditor, takes 
OAG staff members 
through a training on 
TeamMate.

A side view of the 
Kakamega Regional 
Office. The building, 
once complete, will 
accommodate staff 
serving counties in 
Western Kenya

PictorialPictorial

Auditor-General Edward Ouko (seated, 3rd right) and staff, pose for a photo with a delegation from the Embassy of 
France and the Financial court of France. 
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Some of the 
representatives 
from OAG, during 
the Constitutional  
Commissions and 
Independent Offices 
Conference in Meru

OAG staff during a presentation on progress of implementation of audit tools and methodologies

Nyeri Hub staff members 
pose for a group photo 
with their Director Philip 
Cheboiwo (4th from 
right).

Auditor-General, Edward 
Ouko (right) with 
Auditor-General of the 
Asian Development 
Bank, Hock Chye 
Ong (left) and Nancy 
Onyango, Director 
of Internal Audit at 
International Monetary 
Fund (IMF), during a 
courtesy call at the Office
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Conducting a 
Lifestyle Audit
By Francis Gichure

‘Lifestyle audit’ is a term commonly 
used by forensic auditors and 
other financial investigators to 
describe tests that are performed to 
determine whether the lifestyle of 
an employee is commensurate with 
their known income streams. 

Lifestyle audit is also known as, 
background investigation, lifestyle 
analysis, net worth analysis, 
offender/suspect profiling, business 
intelligence, personal behavioral, or 
lifestyle profile. 

Why lifestyle audit?

Lifestyle audit assists an investigator 
while searching for hidden assets. 
The need to search for hidden 
assets can be triggered by a 
variety of issues including; fraud 
investigations, business valuations, 
shareholder/partnership disputes 
and divorce cases. 

How conclusive are lifestyle audits?

There may be reasonable 
explanations for what on the face 
of it, appears to be an extravagant 
lifestyle, which include: inheritance, 
a wealthy partner or family member 
providing financial support, which 
is not known to the employer or 
investigator. In some instances, 
parties suspected of hiding assets 
tend to offer typical excuses such 
as cash hordes, gifts and loans 
from friends or relatives, gambling 
winnings to explain funds from 
unknown sources. Financial experts 
often rebut these explanations, for 
example, by showing the party’s 

alleged benefactors themselves 
were in no financial position to offer 
the funds.  Although, lifestyle audits 
are a legitimate fraud prevention 
and detection mechanism, they 
must be approached with caution, 
especially when no further evidence 
is available to support findings of 
the audit. 

Though an employer or investigator 
may easily know or access 
information about an employee 
or a suspect income from known 
sources, the information may be 
misleading since there may be 
undisclosed income from other illicit 
sources that the employee/suspect 
may not disclose. It is important to 
note that results of a lifestyle audit 
are an indicator that something may 
be amiss, but can never, without 
further evidence, be regarded as 
conclusive proof of illicit activity.

Lifestyle changes alone is not a 
definite indicator that fraud has 
occurred but just a small piece of 
a puzzle which should be carefully 
scrutinized, as they sometimes 
relate to occupational fraud.

Reliability of lifestyle audits

It is advisable to note that although 
the financial profile will identify that 
most illicit funds were deposited 
to accounts or expended in 
significant amounts, investigators 
are cautioned that this process does 
not trace relatively small currency 
transactions, particularly if they 
were meant for concealed activities, 
consumables, or for unusual one-
time expenses such as medical bills.

Benefits of a lifestyle audit

Aside from disclosing income 
from unknown sources, a well 
conducted lifestyle audit consists 
of other benefits such as identifying 
misappropriated funds and hidden 
assets, narrow the list of fraud 
suspects, identifying direct evidence 
of fraud and a crucial fraud risk 
barometer within an organization.

A lifestyle audit does not always 
provide evidence solely that a 
subject is living beyond their financial 
means. Sometimes, it can vindicate 
the subject since investigation is 
not a ’one-way street’. Although 
priority must be given to gathering 
information towards a solution, 
one cannot disregard data that will 
exonerate an accused or suspect. 

Main areas of focus in a Lifestyle 
audit 

Areas that are often included in a 
basic lifestyle audit are properties, 
motor vehicles, company registrar 
information and credit histories.

‘Lifestyle audit’ is a term 
commonly used by forensic 
auditors and other financial 

investigators to describe 
tests that are performed 

to determine whether the 
lifestyle of an employee is 
commensurate with their 
known income streams. 
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A Forensic auditor will look out for 
an excessive lifestyle, for example, 
properties or motor vehicles where 
monthly repayment exceeds what 
would be reasonably affordable 
to the employee concerned. More 
often than not, the properties are 
bond free, which begs the question 
as to how the capital was raised for 
the acquisition? Many fraudsters 
accumulate portfolios of properties 
and launder the stolen funds by 
purchasing properties and renting 
these out thereby generating 
“clean” money.

Some categories of data are publicly 
available whereby anyone can 
access while others are not and 
require a court order or personal 
consent to access.  Personal 
financial information and cellular 
telephone information cannot be 
accessed without a subpoena or 
court order. Alternatively, it can be 
secured with the voluntary consent 
of the employee. 

The same applies to a prior 
criminal history. Where fraud is 
suspected, the company will have 
to register a criminal case based 
upon a reasonable suspicion usually 
entailing prima facie evidence, 
which the authorities will use to 
motivate a judge or magistrate to 
authorize the subpoena. Classified 
information can never be used in 
the lifestyle audit.

Steps in a Lifestyle Audit Process 

Lifestyle audit process entails 
compiling a financial profile of the 
person under investigation using 
the following suggested steps:

Step 1 - Identify the subject’s 
significant assets, for instance cash 
at hand or anything else of value 
that can be converted into cash. 

Step 2 – Identify all significant 
liabilities, for example any debt 
arising from an oral or written 
promise to pay. 

Step 3 – Identify all income sources 
during the relevant time period. 

Step 4 - Identify all significant 
expenses incurred during the 
relevant period. 

Step 5 – Analyze the information 
collected  

Analyzing the Data

Financial experts use several 
methods to analyze a subject’s 
financial profile:

Asset method: The analyst 
compares the subject’s beginning 
and ending net worth for the period 
in question, with adjustments for 
known income and expenditures. 
The end figure represents the 
subject’s income from unknown 
sources. The analyst values the 
assets at their original cost to avoid 
understating or overstating funds 
from unknown sources if those 
assets appreciated or depreciated in 
value. For similar reasons, 
analysts usually 
overestimate 
f u n d s 
available 
f r o m 

legitimate 
sources and 
underestimate 
expenditures on 
legitimate items. Net worth 
is a complete listing of assets less 
liabilities, or, what one owns, less 
what one owes.

Expenditures method: This method 
focuses more on the subject’s 
available income than accumulated 

assets, matching total expenditures 
against available sources of funds. 
The analyst includes income from all 
sources, thus; salaries, inheritances, 
loans, gifts and cash on hand at the 
beginning of the period. Any excess 
of expenditures over available 
funds is attributed to funds from 
unknown sources.

Bank deposits method: This 
method is based on the assumption 
that money is neither spent nor 
deposited. The analyst adds the 
net deposits to all accounts (that 
is, deposits less transfers and re-
deposits) to cash expenditures to 
calculate the total receipts. Funds 
from known sources are deducted 
from total receipts to estimate the 
total funds from unknown sources.

All the above methods are focused 
towards connecting the “dots” 
of someone’s lifestyle, to make a 
circumstantial determination of 
hidden incomes which is most cases 

is from illicit sources. 
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Flipside of 
Lifestyle Audits 
By Anne Rose Kairu 

A lot has been said about lifestyle 
audits ever since it became the focus 
of attention in the fight against 
graft. With cases being reported 
of individuals acquiring wealth at a 
supersonic speed, focus now shifts 
to accountability and lifestyle audits.

Lifestyle audits are carried out with 
the aim of detecting cases of fraud. 
Investigators or forensic auditors 
are the ones who carry out the 
audits. Areas looked into include; 
financial transactions, income, 
properties, to name but a few.

According to Article 229 of the 
Constitution, the Auditor-General is 
mandated to carry out audits whose 
reports shall confirm whether or 
not public money has been applied 
lawfully and in an effective way. 
A lifestyle Audit gives auditors an 
opportunity to establish whether 
a suspected employee has been 
involved in corruption or money 
laundering. 

On the flipside, it helps to vindicate 
an employee who has been 
adversely mentioned and accused 

of embezzling funds. This is 
done by ascertaining whether 
or not their wealth has been 
generated from a legitimate 
source.

It can also assist the organization 
come up with preventive measures 
so as to curb and seal loopholes 
within the system.  Lifestyle 
audit offers transparency and 
accountability to anyone suspected 
of corruption. 

Sadly, there is really no real policy/ 
law that has ever been passed by 
Parliament to give legitimacy to 
the process of carrying out these 
lifestyle audits. Others would 
go on to say that it is an invasive 
process leading to the unnecessary 
tarnishing of one’s name.

It could also lead to a flood of 
litigations cases where individuals 
would claim they are being defamed 
for political reasons. What we do 
have is various Acts enshrined in 
the law that gives credit to what a 
lifestyle audit hopes to achieve.

The Anti-Corruption and Economic 

Crimes Act section 26 
states, If, in the course 
of investigation into any 
offence, the Secretary 
is satisfied that it could 
assist or expedite 
such investigation, the 
Secretary may, by notice 
in writing, require a 
person who, for reasons 
to be stated in such 
notice, is reasonably suspected of 
corruption or economic crime to 
furnish, within a reasonable time 
specified in the notice, a written 
statement in relation to any property 
specified by the Secretary and with 
regard to such specified property.. 
stating, in relation to any property 
that was acquired at or about the 
time of the suspected corruption 
or economic crime, whether the 
property was acquired by purchase, 
gift, inheritance or in some other 
manner, and what consideration, if 
any, was given for the property. 

As it stands currently, 
an individual will not be 
persecuted for the numerous 
resources he has acquired. At 
best, the accused only stands 
to lose whatever he had 
gained, to the government.

FLIP
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A stakeholder is defined as an 
individual or entity that has interests 
in an organization and is affected 
by activities and decisions made 
by that organization. Stakeholder 
engagement is therefore described 
as activities and efforts made by 
an organization that are geared 
towards achieving effective 
collaboration and interaction with 
its stakeholders.

The Office of the Auditor-General 
engages in a myriad of stakeholders 
in the audit process. However, 
among these diverse types of 
stakeholders, OAG has identified 
a few key stakeholders who have 
a huge impact on its operations. 
These include; the Media, Audited 
Entities (audit clients), Parliament, 
the General Public and Civil Society 
Organizations (CSOs).

Internal stakeholders who include 
OAG management and employees 
are also pivotal in ensuring there is 
smooth and effective interaction in 
the audit process.  

It is important to note that 
engagement with audit clients is 
evidently inevitable since they are 
the primary source of information 
necessary for the audit exercise. 
The core business and constitutional 
mandate of OAG is to conduct 
audits on audit clients and report 
to Parliament on the financial 
matters of publicly-funded entities. 
The Office of the Auditor-General 
reports to taxpayers through their 
representatives in Parliament. 
Engagement with Parliament is 

on two levels. The first level is the 
Parliamentary Committees in the 
National Assembly and the Senate. 
These are the Public Accounts 
Committee (PAC) and the Public 
Investment Committee (PIC). 
The second level is at the County 
Assemblies where Members of the 
County Assembly (MCAs) scrutinize 
the expenditure by the County 
Executive. They also raise issues 
based on the Auditor-General 
queries where the County Executive 
is tasked to respond to the issues 
arising. 

Legal Framework

The International Standards of 
Supreme Audit Institutions (ISSAIs) 
as provided by the International 
Organization of Supreme Audit 
Institutions (INTOSAI) outline 
guidelines on how Supreme Audit 

Institutions (SAIs) should engage 
with various stakeholders. For 
instance, (ISSAI-12) on the Value and 
Benefits of SAIs Principle 6(1) states 
that; “SAIs should communicate in a 
manner that increases stakeholders’ 
knowledge and understanding 
of the role and responsibilities of 
the SAI as an independent auditor 
of the public sector”.  (4) SAIs 
should interact appropriately with 
the media in order to facilitate 
communication with the citizens; & 
(5) SAIs should engage with 
stakeholders, recognizing their 
different roles, and consider their 
views, without compromising the 
SAI’s independence.

The Constitution of Kenya also 
highlights guidelines on public 
participation by public entities. For 
instance, according to the County 

Importance Of Effective 
Stakeholder Engagement
By Nicholas Mureithi
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Public Participation Guidelines, Part 
1 covers 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. The 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 Office of the Auditor-General 
appreciates the increased level 
of expectations by the general 
public in producing audit reports 
that are objective. It is therefore 
imperative that OAG engages with 
such stakeholders to be able to 
understand their needs and to 
produce quality reports that will 
resonate with their expectations. 

Media Relations

The Office has gradually developed 
cordial relations with the media 
through incorporating close 
interactions with members of the 
Fourth Estate. This has resulted in 
the Office providing the media with 
the necessary information about its 
operations and updating them on 
new occurrences within OAG. 

The Office has also created 
communication platforms through 
conducting periodic media 
workshops that sensitize journalists 
on the audit process. OAG has 
also partnered with the German 
Development Cooperation (GIZ) 
to develop a Media Handbook of 
Reporting Audit Findings.

This booklet provides journalists 
with basic information that 
enables them to report accurately 
and objectively on audit findings. 
This effort has seen a reduction 
in sensational reporting and 

misrepresentation of the Auditor-
General’s reports. (Please note that 
the media handbook is available for 
any journalist upon request). 

Oversight Bodies

The Office also works closely 
with other oversight bodies such 
as the Office of the Director of 
Public Prosecution (ODPP), Ethics 
and Anti-Corruption Commission 
(EACC) the Directorate of Criminal 
Investigations Office (DCIO) among 
others .

OAG also collaborates with the 
accountants’ professional body 
the Institute of Certified Public 
Accountants of Kenya (ICPAK) to 
monitor and regulate the conduct 
of public accountants and ensure 
adherence to the Institutes code of 
conduct for practicing professionals. 

Ministry of Finance

The National Treasury is an integral 
stakeholder of OAG since it is the 
main source of funding for the Office. 
The Ministry of Finance through the 
National Treasury ensures that OAG 
has adequate funds to finance its 
operations and it is working towards 
ensuring that fiscal shortfalls in the 
Office are addressed. 

Development Partners

The cooperation by German body 
GIZ and the Swedish National 
Audit Office (SNAO) cannot be 
underestimated. SNAO and GIZ 
have been instrumental in providing 
capacity building for the Office 
through; training programmes, 
developing audit manuals and 
incorporating programmes such as 
media engagement platforms to 

increase visibility of the Office. 

The International Organisation 
for Supreme Audit Institutions 
Development Initiative (INTOSAI-
IDI) has also been instrumental 
in providing OAG with capacity 
building programmes to aid the 
SAI’s operations. Other notable 
partners include the Governance 
Accountability Office in the United 
States and the Commission on Audit 
(COA) of the Philippines.

Conclusion

The Auditor-General, Edward Ouko 
has persistently advocated for public 
participation in the audit process. 
He has recently spearheaded an 
internal drive stressing that audit 
staff must scrutinize the budgetary 
process thoroughly to identify 
if public participation was duly 
carried out. Mr. Ouko notes that 
the public should be involved in the 
formulation of the budget as well as 
in identification of crucial projects 
to be undertaken. 

This is based on the fact that the 
public are the owners of public 
resources through their taxes and 
hence their concern should be 
prudent management of public 
funds. OAG is also working towards 
reaching out to vernacular FM 
radio stations to stretch its visibility 
through enhanced awareness to the 
public.

There is need for all stakeholders 
to clearly understand their roles 
and actively participate in ensuring 
accountability in the public 
sector. Effective collaboration 
and stakeholder engagement 
will indeed aid the fight against 
misappropriation of public funds 
and corruption in Kenya. 

(The writer participated in the 
development of a stakeholder 
engagement strategy plan facilitated 
by INTOSAI-IDI, Norway).

The Office of the Auditor-
General appreciates 

the increased level of 
expectations by the general 

public in producing audit 
reports that are objective
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Legal audit is a systematic, objective 
and impartial examination of 
processes, policies, documents, 
records, practices and acts of 
an organization with a view of 
assessing compliance of the entire 
legal and regulatory framework to 
which an organization is subject. 
In a legal audit, an organization’s 
documents, practices and 
activities are thoroughly inspected 
and interrogated to determine 
whether business operations are in 
compliance with existing laws and 

policy framework, to establish its 
legal status, identify potential legal 
problems and help minimize its legal 
liability. 

Legal audit is not aimed at 
punishment or fault- finding, but at 
legal risk management, to prevent 
contravention of set laws (both 
legislative and common laws), 
rules or policies that may impact 
performance of an organization’s 
mandate. Legal audit seeks to 
mitigate legal risks and improve 
on operations in an organization 

as a typical government institution 
operating under various laws and 
policies that it needs to adhere to 
while discharging their mandates.

A comprehensive legal audit 
examines a wide range of issues 
which may be subject to whether 
or not the organization is qualified 
to do business in the line it currently 
operates in or as complex as an 
analysis of the organization’s 
executive compensation and 
retirement plans in order to 
ensure consistency with laws and 

Legal Audit and 
Compliance 
By Edith Lubanga
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regulations. Topics that must be 
addressed include; choice and 
structure of the entity, recent 
acts of the board of directors and 
documentation (or lack thereof) 
relating to those decisions, 
protection of intellectual property, 
forms and methods of distribution 
and marketing, pending and 
threatened litigation, estate 
planning, insurance coverage, 
hiring and firing practices, 
employment agreements, securities 
law compliance, antitrust and 
related trade regulations, product 
liability and environmental law, 
procurement laws and many others. 
The extent and complexity of 
legal audits vary depending on the 
objectives that the Legal Auditors 
wish to achieve at the end of the 
audit.

Legal Framework

Legal audits are based on Section 
7(1) of the Sixth schedule of the 
Constitution which states that 
“All law in force immediately 
before the effective day continues 
in force and shall be construed 
with the alterations, adaptations, 
qualifications and exceptions 
necessary to bring it into conformity 
with this constitution.” Article 10 
of the Constitution provides for 
National values and Principles of 
Governance which binds all state 
organs, state officers, public officers 
and all persons whenever they apply 
or interpret the Constitution, enact 
or interpret any law whenever they 
make or implement public policy 
decisions. Article 21 provides for the 
duty of all people to protect their 
fundamental rights and freedoms. 

Article 229(6) of the Constitution 
mandates the Auditor General to 
audit all government institutions 
and any other entity that is funded 
by public money to ascertain that 
public money has been applied 
lawfully and effectively. Article 

249(1) of the Constitution gives 
Constitutional Commissions and 
Office of the Auditor-General the 
mandate to protect sovereignty of 
the people, secure the observance 
by all State organs of democratic 
values and principles, and to 
promote constitutionalism.

‘Mwongozo 2015’ which is found 
under section 7 of CAP 446 requires 
Boards of State Corporations to 
ensure that legal compliance audit is 
carried out at least annually, with the 
objective of establishing the level 
of adherence with applicable laws, 
rules, regulations and standards 
(Clause 8.4(a) of the Mwongozo 
2015). 

Legal Audit services are offered 
by certain law firms though 
government institutions such as 
Capital Markets Authority, Micro 
and Small Enterprise Authority, 
Water, Services Regulatory Board, 
National Aids Control Council, 
Kenya Bureau of Standards, Women 
Enterprise Fund among others have 
trained their staff on how legal audit 
and compliance is conducted and its 
importance to an institution.

Sources of compliance obligations 
include:

a. The Constitution of Kenya;

b. Parent Act of an institution;

c. State Corporations Act CAP 
446;

d. Public Finance Management 
Act, 2012;

e. Public Procurement and 
Asset Disposal Act, 2015;

f. Employment Act, 2007; 

g. Sector Specific Legislation;

h. Other Statutes;

i. Relevant Judicial decisions;

j. Policies and guidelines and 
best practice.

Legal audit helps to build a culture of 
compliance and recommendations 
arising thereof, it may help 
streamline internal procedures, 
processes, documents and also 
in law reforms by identifying 
weaknesses in laws and standards. 
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Integrated Financial Management 
Information System (IFMIS), is an 
ORACLE -based system that has 
been in use worldover for sometime 
now.

Need for IFMIS

IFMIS has been promoted as a 
core component of public financial 
reforms in many developing 
countries. Sound IFMIS systems 
help not only developing country 
governments gain effective control 
over their finances, but also enhance 
transparency and accountability, 
acting as a deterrent to corruption 
and fraud.

Keeping in mind that governments 
are the largest purchaser in a 
National economy and that the 
public procurement systems in low- 
and middle-income countries are 
typically far away from spending 
money in a transparent and efficient 
way, the application of digital 
technology offers opportunities 
for improvements that the public 
sector cannot afford to ignore.

Public procurement in Kenya 
perpetually remains vulnerable to all 
manner of irregularities with a spate 
of court cases and controversies 
continuing to plague procurement 
procedures for a number of public 
projects. However, the Kenyan 
government is still committed to 
implementing reforms to create 
a leaner, efficient, motivated and 
more productive public service, 
public procurement included.

Who are its users?

Office of the Auditor-General 
uses IFMIS and has various users, 
each playing different but equally 

important roles.

Requestors: They perform the 
requisition function. They are 
charged with responsibilities of 
communicating their needs through 
the IFMIS platform.

AIE Approver: Approves the 
requisition initiated. The status of 
the requisition becomes (Approved)

Sourcing Buyer: Creates an RFQ 
(Request for Quotation) from the 
already approved requisition. The 
RFQ contains specifications of goods 
being sourced, the suppliers to 
participate, the duration to respond 
to RFQ, the delivery location and 
any other relevant information that 
may be relevant.

Sourcing Approver: This is a function 
for the Head of Supply Chain. He /
She approves the RFQ. On approval, 
suppliers are able view and respond 
to the respective RFQ.

Scorers: After the response 
is received, the evaluation is 
undertaken and scores entered 
by a minimum of three members 
referred to as scorers. The user 
department MUST be represented 
in this technical evaluation stage.

Unsealers: They are responsible for 
unveiling the commercial response 
by a bidder. They are a minimum of 
three. 

PO Approver: 
Approves the 
purchase order 
of the awarded 
bidder. This 
function is carried 
out by the Heads of 
Supply Chain and 
Finance Units.

The process then proceeds to 
inspection and acceptance of 
goods received. Goods can also be 
rejected if they are not compliant to 
the required specifications. 

Payment is therefore initiated for 
goods that meet specifications. 
Payment voucher is prepared, 
examined, invoiced (by an IFMIS 
Invoicer), validated (by an IFMIS 
Validator) and eventually funds 
are transferred to the supplier’s 
account.

Challenges in IFMIS

I. System downtime stalls 
many processes resulting 
to delays in meeting user 
needs.

II. Inadequate sensitization 
and training of IFMIS users.

Way forward

All players need to have a change of 
heart and mind towards this great 
innovation. We all need to take 
IFMIS positively instead of resisting 
it. The sooner we do this, the sooner 
we enjoy its benefits. Financial 
reporting, extraction of reports and 
auditing shall be greatly simplified, 
with the use of IFMIS.

Understanding IFMIS
By Morgan Fundi
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The Office of the Auditor-General 
Kenya honoured the team of 
performance auditors whose report 
won the best Performance Audit 
Report Prize, 2017, in the African 
region.

Auditor-General, Edward Ouko, 
recently hosted the dinner to 
celebrate the achievement and 
appreciate the team for a job well-
done. 

The winning report examined The 
Provision of Mental Health Services 
in Kenya, and stood out among 
other entries from Supreme Audit 
Institutions (SAIs) in Africa. The 
Prize was awarded to SAI Kenya 
on the 7th of May 2018, during the 
African Organisation of English-
speaking Supreme Audit Institutions 
(AFROSAI- E) Strategic Review and 
Governing Board meeting held in 
Kigali, Rwanda. 

The audit team was made of David 
Nyakiana, Joseph Gor, Vivienne 
Khatundi and John Leaduma under 
the supervision of Joseph Gitaka 

and Peris Gikandu. 

The Report won the Prize 
after an evaluation from an 
independent jury consisting of 
auditors from the SAIs of United 
Kingdom, Netherlands, Norway 
and Sweden, concluded that, 
the report was well written, 
easy to understand, and 
contains strong and relevant 
recommendations requesting 
for full implementation of 
the legislation and proposing 
improvements to the mental 
health care systems. 

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 2007 
winner.

During the dinner, the Auditor-
General appreciated the 

team for 
e m e r g i n g 
the best and 
ensuring that 

professionalism 
dictates their work. He 
further said that audit 
reports have improved 
s i g n i fi c a n t l y 
in terms of 
content and 
o b j e c t i v i t y , 

attributing this to enormous 
investments on training of staff to 
sharpen their skills. 

Deputy Auditor-General, David 
Gichana said that the Prize is an 
indication that the Office is well-
positioned to compete not only 
continentally but also globally, in 
terms of producing quality reports.

 The ceremony was also attended 
by Chairman of Public Investments 
Committee of the National 
Assembly, Hon Abdullswamad 
Nassir, Chairman of Public Accounts 
and Investments Committee of 
the Senate, Hon Moses Kajwang, 
member Hon Olekina Ledama, 
and Public Accounts Committee 
members Hon Zachary Thuku and 
Hon Otiende Amollo.

Acting Deputy Auditor-General 
in charge of Specialised Audits, 
Fredrick Odhiambo, encouraged 
Members of Parliament to discuss 
performance audit reports in the 
Committees and the departmental 

Committees, noting that a good 
number have been submitted 

and subsequently tabled 
in Parliament, but 

they are yet to be 
discussed. He also 

encouraged them to get 
an opportunity to read the 

reports.

The Members of Parliament 
congratulated the Office 
for doing a good job and 
took cognizance of the 
quality of audit reports 
produced by the Office. 

Award-winning team 
feted 
By Joan Otieno

David Nyakiana, a Performance Auditor, receives 
an Award from Chairman of Public Investments 

Committee, Hon Abdullswamad Nassir
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Office of the Auditor-General’s 
(OAG) oversight role can be 
bolstered if there is active citizen 
participation in the accountability 
cycle. 

In carrying out its mandate of 
auditing and reporting to Parliament 
on spending of public entities, 
active citizens’ participation can 
play a critical role in giving input on 
auditing how their money has been 
spent, and asking questions where 
things might have gone wrong.

As the ultimate beneficiaries 
of better utilisation of public 
resources, the citizens are the 
most important stakeholders of 
Supreme Audit institutions (SAIs). 
Citizens can therefore hold public 
entities accountable with the 
aim of increasing the quality of 
governance, for the benefit of all. 

Leaders therefore should be 
responsible for theor actions for 
the benefit of the citizens. The 
Institute of Economic Affairs’ Kenya 
(IEA Kenya) “Social Accountability 
Mechanisms” report, highlights 
that accountability or answerability 
is the duty of those entrusted with 
leadership and decision making 
to provide explanations for or 
take responsibility for their plans, 
actions, behaviour and results. 

Public Institutions must therefore, 
embrace public participation as 
envisaged in the Constitution of 
Kenya, 2010 Article 10(2a). The 
Institute’s report points out that the 
Kenyan public should assess public 

officials or bodies for the following 
benefits:

#Í To ensure that they are 
performing their best; 

#Í To ensure that they are 
providing value for money 
in the provision of public 
services; 

#Í To ensure that they are 
responsive to the needs of 
citizens and the communities 
they are meant to serve.

With these inputs, the concept of 
Social Audit has evolved where 
groups of citizens and Civil Society 
Organisations (CSOs) meet in public 
forum to gauge performance of 
government programmes and 
projects. The evaluation exerts 
accountability on public sector 
entities. 

International Standards for 
Supreme Audit Institutions (ISSAI) 
12 on the Value and Benefits of 
Supreme Audit Institutions- making 
a difference to the lives of citizens, 
requires SAIs to 
c o m m u n i c a t e 
effectively and 
engage with 
s t a k e h o l d e r s 
to ensure 
u n d e r s t a n d i n g 
of audit work 
and results. SAI 
should therefore 
leverage on public 
opinion on their 
audit findings to 

help improve quality of institutional 
oversight system. 

There is growing public expectation 
on the work of the Auditor-General 
as evident from different channels. 
The Office has consequently, 
committed to produce timely and 
quality audit reports to meet the 
needs of the public. The Office has 
the following channels that it uses 
to meet the expectations of the 
public:

#Í Official website, www.
oagkenya.go.ke, with 
information on audit reports 
and Office mandate;

#Í Engaging the public during 
relevant public forums;  

#Í E-mail;

#Í Tabling audit reports to Public 
Accounts Committee(PIC) 
and Public Investment 
Committee(PAC) at National 
and county level as well as 
taking their audit requests;

#Í OAG’s social media platforms. 

Citizen engagement in 
accountability 
By Rebecca Joshua 

Participants during the 7th  Annual Conference of 
Constitutional Commissions and Independent Offices held 

in Meru County
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Petroleum has become an integral 
part of today’s global economy and 
a key component of many national 
economies. The presence of 
petroleum in meaningful quantities 
can have important economic, 
developmental, and strategic 
consequences for a country. While 
a country’s petroleum resource 
base is a gift of nature, translating 
this resource into saleable crude oil 
requires investment and effort. 

Petroleum is a main source of 
energy in the world due to its 
multiple usability in different fields 
of machine civilisation. Every aspect 
in the day-to-day life of man is 
somehow influenced by the use 
of petroleum for Transportation, 
Industrial power, Petro-chemical 
industry, Lubricants, Heating and 
lighting. Governments can choose 
to invest directly or allow private 
investors to do so depending 
on risks and level of investment 
required.

Audit in the Upstream Petroleum

Audit of costs under Production 
Sharing Contracts (PSC) regime is a 
relatively a new area in the country 
and to a large extent the region. The 
Office of Auditor-General (OAG) is 
mandated to audit the costs incurred 
in Exploration and Production (E&P) 
as they are recoverable against 
future revenues. Collaboration 
and knowledge sharing with other 
Supreme Audit Institutions (SAIs) 
is one of the initiatives the Auditor-
General has taken to build capacity 
within the office to undertake the 
audits.

The Oil & Gas industry is divided into 
three broad activity classifications 
namely: (i) Upstream which 
comprised of activities associated 
with the finding, development, 
production, primary processing 
and transportation of oil to a 
processing plant. (ii) Midstream 
deals with storage, transportation 
and separation hydrocarbons into 
Liquid Natural Gas (LNG), Gas to 
Liquids and natural gas gathering, 
and (iii) Downstream which includes 
all the activities associated with the 
refining of the crude oil and the 
marketing of the refined products, 
and the supply of gas to the end 
users e.g. a domestic or industrial 
market.

The audit approach in the upstream 
petroleum depends on fiscal 
regime adopted in a jurisdiction. 
Under the Production Sharing 
Contracts framework which is 
applicable in Kenya and common 
in the developing countries, the 
audit is conducted in accordance 
with International Standards of 
Supreme Audit Institutions (ISSAI) 
400 and ISSAI 4000 for compliance 
audits. Cost recovery audit follows 
a phased approach consistent with 
ISSAIs framework on compliance 
audit. The audit will consist of 
pre-engagement, strategic audit 

planning, detailed planning and 
fieldwork, Audit summary and 
reporting phases.

Upstream petroleum value chain 

The goal of SAIs is to promote 
good governance for sustainable 
development in such a manner 
that benefits the citizens of the 
country.  The SAIs are required to 
communicate the scope of audit 
activities undertaken under their 
mandate, and the basis of their risk 
assessment and planning processes. 
The value chain is applied to conduct 
mapping of the Oil and Gas sector 
and to conduct risk assessment. 

The government is required to 
ensure that information from these 
data is stored and updated, with 
controls in place to ensure reliability, 
and availability of up to date 
information. Geological information 
infrastructure, including regional 
assessment of petroleum resources, 
is also important, as it enables 
government to better understand 
and manage the countries 
petroleum resources, define public 
policies, manage conflicts, assess 
potential future revenues and 
facilitate bidding processes.

 

Emerging Audits in the 
Energy Sector
By Jared Nyasani 

The Office of Auditor-
General (OAG) is mandated 
to audit the costs incurred 

in Exploration and 
Production (E&P) as they 
are recoverable against 

future revenues

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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