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Disclaimer:

EDITOR’S NOTE

Welcome to the 13th Edition of the Supreme Auditor, an official publication 
of the Office of the Auditor-General.

As the new year gathers momentum, we acknowledge that there is a new 
way of doing business through embracing a hybrid working systems at the 
workplace; revealing diverse ways in which we re-invent ourselves to keep 
up with the ever changing world.

In this edition we lay focus on Performance Audits and how they are the 
driving force behind every aspect of life; from hospitals, learning institu-
tions to our very eco-system. 

Performance audits are vital in this day and age as they look at the value 
for money component and give us hope for better service delivery and 
guaranteed security of our future. 

The publication covers articles such as advocating for more time which 
emphasizes on the need to give adequate time for conducting audits to 
ensure compliance with the constitutional timelines; The Implementation 
of audit recommendations which gives us a glimpse into how our reports 
can be utilised by public entities to improve lives and livelihoods of the 
Kenyan people; The significance of ensuring there is proper accountability 
in the utilization of public funds for the betterment of society and the 3 E’s 
principles of Performance auditing aimed at enhancing personal 
productivity in the ever evolving workplace. 

These and many more stories are available to you in this publication. I wish 
you a happy reading.

Anne Wambui

Opinions expressed  by contributors are not necessarily those of the 
Office of the Auditor-general, Kenya
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The Office of the Auditor-General 
(OAG) is seeking amendments 
to the law to ensure timely 
submission of audit reports 
and impose stiffer sanctions 
on violators. In a submission to 
Parliament, the Office proposes 
the Public Finance Management 
Act, 2012, be amended to give 
adequate time for conducting 
audits.

Though the Constitution requires 
the Auditor-General to submit 
audit reports to Parliament by 
December 31, part of this timeline 
is taken up by preparation 
of financial statements by 
the clients. According to the 
Constitution, the Auditor-
General shall audit and report 
to Parliament within six months 
after the closure of the financial 
year. Financial year for most 
public entities end on 30 June.

The Public Finance Management 
Act, 2012, however, gives audited 
entities three months from the 
close of the financial year, to 
prepare and submit financial 
statements to the Auditor-
General. This means that the 
Auditor-General has only three 
months to audit and report. The 
situation means that attaining 
the constitutional timeline is a 
challenge. 

In this regard, the Office has 
requested Parliament to amend 
the law to give the Office five 
months to audit and report. 
“We recommend the reduction 
of timelines in submission of 

financial statements to allow 
time to audit and report 
in compliance with 
the Constitutional 
timeline of 31 
December.  We 
t h e r e f o r e , 
r e c o m m e n d 
31 July as the 
timeline for 
s u b m i s s i o n 
of financial 
statements to the 
Auditor-General, 
by the public 
entities,” the Office 
said in a memorandum 
to Parliament.

Timely submission of audit 
reports will give Parliament an 
opportunity to deliberate on the 
findings and use the most recent 
audited revenue as basis for 
allocation of funds to the county 
governments. Article 203(3) of 
the Constitution requires that 
the allocation of funds to the 
counties be calculated on the 
basis of the most recent audited 
accounts of revenue received, 
as approved by the National 
Assembly.

The Office is also requesting 
Parliament to impose stiffer 
sanctions to entities that submit 
financial statements that are 
not auditable, as well as those 
submitting financial statements 
past the deadline. 

In bid to improve service 
delivery to the people of Kenya, 
OAG proposes that Parliament 

penalises 
e n t i t i e s 

that do not implement audit 
recommendations. “We propose 
that the implementation of audit 
recommendations be made 
mandatory in line with Section 53 
of the Public Audit Act, 2015; and 
failure to enforce be met with stiff 
sanctions like surcharge and/or 
prosecution of the offenders, who 
in this case are the responsible 
accounting officers,” the 
memorandum states.

Implementation of audit 
recommendations is one of the 
instruments in measuring the 
performance of Supreme Audit 
Institutions by bodies dealing 
with professionalization of 
public sector audit. It is also a 
legal requirement that public 
entities must implement audit 
recommendations

Advocating for adequate 
auditing time
By Peter Opiyo
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Every year the reports of the 
Auditor-General highlight irregu-
larities in the use of public funds 
by Ministries, Departments and 
Agencies (MDAs). 

As the National Government’s 
budget and corresponding 
expenditure increases over 
time, so do revelations by the 
Auditor-General on the misuse 

of public funds. Instances have 
been reported in the past where 
budgets had errors. This begs 
the question; are public officers 
exercising due care and foresight 
in the process of budgeting and 
appropriation of funds? Are these 
errors deliberate or honest? 

Public finance expenditure 
and management entail the 

utilisation of public resources 
generated through taxes, grants 
or other revenue streams for 
delivery of essential services to 
its citizenry such as education, 
healthcare, social protection and 
defence. 

In Kenya, the Public Procurement 
and Asset Disposal Act, 2015 and 
the Public Finance Management 

Prudence in financial 
expenditure in the public 
sector
By Raphael Ikame

OAG Audit staff in a discussion
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(PFM) Act, 2012 among other 
laws and regulations, guide the 
expenditure. 

The best way to achieve efficient 
and effective use of public funds 
is through sound public finance 
management. According to 
the principles of public finance 
espoused in Article 201 of the 
Constitution  among other 
principles, public funds are 
to be used in a prudent and 
responsible way.

Judiciousness in the utilization 
of public resources demands 
that the whole chain of public 
finance, from budget preparation 
to implementation, is done in line 
with the Constitution. This helps 
to ensure that funds set aside to 
implement various programmes 
beneficial to the citizenry 
are applied for the particular 
purposes and as required, in a 
lawful and effective manner

The process of expenditure 
as guided by the law requires 
that each MDA before the 
beginning of the financial year 
submits its budget for approval 
to Parliament or the respective 
County Assembly.

Public participation in all op-
erations of public entities is 
enshrined in the Constitution 
including public financial man-
agement. Public participation 
leads to; citizen empowerment, 
the generation of new, diverse 
and innovative ideas and actions, 

enhancement of citizen govern-
ment relations, legitimation of 
government programmes, ap-
propriate prioritization of proj-
ects, improved delivery of public 
services and government’s re-
sponsiveness, all of which lead 
to better management of State 
expenditure.

The enactment of the 
Appropriation Act gives the 
MDAs legal powers to spend 
under the approved budget 
lines. The approved budget is 
submitted to the Controller of 
Budget to enable the Office 
approve the release of revenue 
from the Consolidated Revenue 
Fund (CRF) for expenditure. 

As part of setting up internal 
controls, each MDA is required to 
have an internal audit department 
and an audit committee. The 
stronger these organs are, the 
better the accountability and 

quality of financial reporting. 

This is because both conduct 
a continuous audit process 
reviewing expenditure against 
the budget provisions. Where 
there are any risks, they are 
queried before end of the 
financial year. The Auditor-
General, at the end of the 
financial year, reviews how the 
projects are implemented as an 
external independent oversight 
body.

In view of pragmatism in fiscal 
accountability, MDAs need to 
strengthen their internal audit 

departments and ensure their 
independence is maintained 
through the establishment of 
internal audit committees. 

This will help identify and deal 
with the risks and challenges 
way before the Auditor-General 
highlights them at the end of the 
Financial Year. Internal Auditors 
are most of the time seen as 
enemies of the organisation as 
opposed to risk mitigators, yet 
they are one of the most critical 
pillars in an institution in their 
support of top leadership in risk 
management. 

If the checks and balances as well 
as internal control systems are 
professionally strengthened and 
cushioned from undue influence; 
then prudence in the financial 
management of public funds will 
be said to have been exercised 

The 
best way to 

achieve efficient 
and effective use of 

public funds is through 
sound public finance 

management
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Institutions exist to serve a 
purpose and the Office of the 
Auditor-General is no exception. 
The process through which an 
audit is undertaken focuses 
on the robustness of internal 
controls and processes, giving 
entities an external perspective 
and valuable feedback on their 
operations. 

This provides comfort over 
the accuracy of management 
reports, ensuring systematic 
errors have been addressed and 
of critical importance; provide a 
reliable basis for decision-making 
by stakeholders. 

Public entities are therefore, ex-
pected by various stakeholders 
to meet a number of goals, in-
cluding the effective and efficient 
delivery of social outcomes, fair-
ness and justice. Based on the 
International Organisation of Su-
preme Audit Institutions (INTO-
SAI) Principle-12 that speaks on 
the values and benefits of SAIs; 
the value of audit is defined as 

what it brings to a business, for 
profit or public good, as well as 
the wider economy by instilling 
trust and confidence in entities’ 
financial statements. 

This is achieved through impos-
ing discipline on institutions of 
accountability, deterring fraud 
while proposing corrective ac-
tion and giving comfort to other 
stakeholders through credible 
reports for the continuation of 
service delivery; and safeguard-
ing of stakeholders interests in as 
far as the duration being referred 
to is concerned. 

Benefits derived from Auditing 

	Audits improve internal 
systems and controls

Auditors do not just focus on 
the numbers but will gain an 
understanding of the businesses’ 
overall systems and controls 
environment. This enables them 
to identify deficiencies in the 
accounting systems and controls 
for which recommendations 

can be made, making entities’ 
operations more efficient and 
less prone to fraud or error.

	Audits provide credibility

Financial statements that have 
been certified by an independent 
auditor are more credible as 
compared to those that have 
not. Stakeholders derive more 
comfort from the knowledge 
that an independent eye has 
gone through the management 
information hence more reliable 
when placing reliance on the 
financial information for decision-
making purpose.  

	Audits give shareholders 
confidence

Many institutions are run by a 
small board of directors on be-
half of the shareholders who 
can be remote and have little in-
volvement in the day-to-day op-
erations. 

An independent review of the 
financial statements can provide 

Benefits of conducting 
audits
By Samuel Obonyo

Auditors carrying out a verification exercise of the audit client’s facilities
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transparency to the stakeholders 
that the institution is being run 
with their best interests at heart; 
it also highlights any issues that 
may have occurred which may 
not have been brought to their 
attention.

	Usage of Data analytics 

Data analytics enables auditors 
to aid management and stake-
holders in strengthening busi-
ness processes by encouraging 
disciplined thinking, keeping key 
decision-makers focused, im-
proving systems and optimizing 
communication with stakehold-
ers in order to drive the right con-
versations for the success of the 
business thus helping the organi-
sation make the best decisions to 
get their business where it needs 
to be. 

Improvements to the significance 
of audit 

The automation of audits has 
made auditing much easier as 
it has reduced the time and ef-
fort used in preparing reports. 
Innovation and development in 

the provision of audit services 
within the overall context of 
quality framework; has gone 
a long way to establish a basis 
upon which auditors can main-
tain relevance and improve 
on the importance of 
audits delivered to 
their clients.

Quality can 
be achieved 
when the 
a u d i t o r 
d e v o t e s 
s u f f i c i e n t 
a m o u n t s 
of time and 
effort to 
ensure that 
the audits 
carried out are 
in accordance 
with the demanding 
requirements in the 
relevant standards. The 
independence of the auditor 
places him in a good position 
to be able to bring out current 
and potential problems of an 
institution to the stakeholders. 

Challenging questions posed by 
the auditor from an independent 
perspective and the subsequent 
responses by management, 
give stakeholders assurance in 

the thoroughness and 
completeness of the 
company’s financial 
reporting and processes.  

Audits are a value adding 
activity that benefit 
both the management 
of the audited entities 
and interested parties. 

The overall significance 
of audits can therefore 
be regarded as activities 
that guarantee public 
sector accountability 
that independently and 
objectively support re-
forms; leading by exam-
ple and responsiveness 
while giving a voice to 
the people 

Quality 
can be achieved 

when the auditor 
devotes sufficient amounts 
of time and effort to ensure 

that the audits carried out are in 
accordance with the demanding 

requirements in the relevant 
standards

Auditors in the field with one of the audit clients during a verification 
exercise of the audit client’s facilities
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The role of the Auditor-General 
is to provide an independent 
review of the performance and 
accountability of the public 
sector institutions and report 
to Parliament. This independent 
review is thus performed to 
ensure the propriety, regularity 
and compliance with all the 
statutory and other regulatory 
requirements. It also ensures 
efficiency and effectiveness of 
government operations.

The reviews come in the form 
of audit reports which revolve 
around three main areas which 
are; the fair presentation and 
absence of significant misstate-
ments in the financial state-
ments, reliable and credible 
performance information for 
pre-determined objectives and, 
compliance with all laws and reg-
ulations governing financial mat-
ters. The procedures undertaken 
in the reviews culminate in the 
production of reports which may 
take any of the four forms; -

A clean opinion known as 
an unqualified 
opinion means 
that the financial 
transactions by and 
large were recorded 
properly and are in 

agreement with the accounting 
records.

A qualified opinion refers to the 
fact that although 
by and large the 
financial transactions 
are deemed to be in 
agreement with the 
accounting records 

there may be cases where the 
Auditor-General is unsatisfied 
with the veracity of certain 
expenditures, which may not be 
significant.

An adverse opinion means that 
although the finan-
cial transactions are 
recorded, the Audi-
tor-General may be 
unsatisfied with sig-
nificant amounts of 

expenditure.

A disclaimer of opinion makes 
reference to the 
fact that there is no 
basis upon which 
the Auditor-Gener-
al can satisfactorily 
undertake an audit 

because the accounting records 
are unreliable.

The Auditor-General has been 
improving government spending 
through the provision of quality 
reports which are timely, 
relevant and reliable. This is 
happening in the areas of the 
mandatory/regulatory audits 
which are done on an annual 
basis. They include the reports on 
financial statements, compliance 
and other legal and regulatory 
requirements. 

Further the Auditor-General has 
been conducting discretionary 
audits which involve investiga-
tions on facts with regard to 
financial misconduct, malad-
ministration and impropriety 
based on allegations or matters 
of public interest. An example 
is where teams have been dis-
patched from the Office to verify 
the usage of Covid-19 funds by 
the counties and the reports ta-
bled in Parliament. Special audits 
have also been conducted by the 
Office in cases where allegations 
have been cited concerning the 
utilisation of public funds.  

The Auditor-General’s realization 
that auditing must move a 
notch higher to match real time 
technological approaches being 
used currently in conducting 
business, has brought about 
improvement in the quality of 
reports. 

To start with, the Auditor-General 
has made a paradigm shift from 
the traditional ways of audit 
through the introduction of the 
Automated Management System 
(AMS). This has made audit work 
evolve leading to the culmination 

Improving accountability 
through quality audits 
By Debra Ngugi
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of quality service that adds value. 
The system is able to cope with 
the complex dynamics presented 
within the business environment. 

Another factor is the provision 
of guidelines on the subject 
matters. This has made it easier 
for auditors to detect and 
present stakeholders with other 
important matters that are 
beyond financial statements. 
This has won donor, investor 
and public confidence in the 
accountability of public funds. 

Finally, introduction of a multi-
disciplinary conception in the 
work environment has brought 
about serious advantages 
when it comes to meeting the 
expectations of an increasingly 
broad scope of audit work. 
It has enabled different units 
to deliver their tasks with the 
integrity, independence and 
professionalism required

The 
introduction 

of a multi-disciplinary 
conception in the work 

environment has brought about 
serious advantages when it comes 

to meeting the expectations of 
an increasingly broad scope 

of audit work

Auditors in a discussion as they work on the compilation of audit reports
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Audits, by their very nature, are 
meant to provide assurance to 
the concerned stakeholders 
that their investments are being 
well managed by the appointed 
managers. In the public sector, 
the stakeholders are varied with 
the general public, parliament 
and donors at the top of the list.  

Financial audits require the 
auditor to express an opinion 
on the financial statements 
provided. Audits may also be 
required for other purposes such 
as: - ascertaining profitability 
with a view to make payments of 
dividends, obtain a bank facility, 
taxation or for mergers and buy 
outs. 

However, although financial au-
dits are predominant, special 
audits may be conducted for 
other purposes. By definition, a 
financial audit is an independent 
examination of financial infor-
mation of any entity with a view 
to express an opinion thereon. 
A financial audit adds value by 
providing the intended users of 
the financial statements with 
an assurance on their reliabili-
ty and relevance of information 
presented in the audited state-
ments.  

Special audits on the other 
hand, are mostly required for 
special purposes such as in the 
event that behaviour deemed 
“irregular” is suspected within 
an organisation. This is in line 
with Section 49 of the Public 
Audit Act, 2015. Special audits 
can either be adhoc in nature, 
requested by management or 
by stakeholders.  Their focus 
can be restricted to the area 
of interest without necessarilly 
giving an opinion on the other 
aspects of performance. Further, 
these audits allow flexibility with 
timeframes and use of experts in 
the area.

Why Conduct Special Audits? 

Article 229 of the Constitution 
mandates the Auditor-General 
to conduct audits and report to 
Parliament. Special audit is one 
of the audits provided for in the 
Constitution. This is specifically 
expressed in Article 229 (6), 
which states; An audit report shall 
confirm whether or not public 
money has been applied lawfully 
and in an effective way”. 

Special audits are specifically 
conducted where; a suspected 
fraud has been committed, 

other irregularities as regards to 
non-compliance with applicable 
laws and regulations have 
been overlooked, financial 
irregularities have occurred 
within the organisation or 
institutional violations such as 
overriding internal controls. 
In this regard, a thorough 
examination is carried out on 
an organisation’s financial 
statements to gather information 
that will act as evidence in the 
event of a financial crime. 

However, with the global innova-
tions in technology, most organi-
sations have shifted to paperless 
transactions meaning audit trails 
may be lost, necessitating IT au-
dits. Fraud is becoming increas-
ingly sophisticated requiring to-
day’s auditor to have in-depth 
analytical, fraud detection and IT 
skills. 

Special audits have therefore 
taken various forms, among 
them is the Information Systems 
Audit. Information Systems Audit 
is mainly conducted when there 
is a need to review the overall 
controls present in software 
development. This may involve 
a review of controls regarding 
software development, data 

Conducting Special 
Audits
By Daniel Mukuria
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processing and the overall 
access to computer systems. An 
investigative audit then takes 
place when there is a need to 
find details of a specific event or 
an incident within the company, 
that may have been dubious. 

The audits can lead to different 
possible outcomes. If one is found 
to be guilty of misappropriation 
or embezzlement of funds the 
guilty party will be obligated to 
appear in court and surcharged 
for violating rules and regulations 
of the entity. The Individual can 
also be jailed for wrong doing or 
vindicated in the event of lack of 
evidence for wrong-doing. 

All in all, special audits play 
a critical role in providing an 
assurance to the stakeholders 
on the organisation’s status, 
compliance with applicable legal 

and operational framework 
or where the management 
wishes to confirm existence or 
otherwise of alleged 

allegations in order to cope with 
the ever-changing operating 
environment

All 
in all, special audits 

play a critical role in providing 
an assurance to the stakeholders on 

the organisation’s status, compliance with 
applicable legal and operational framework 

or where the management wishes to 
confirm existence or otherwise of alleged 

allegations in order to cope with the 
ever-changing operating 

environment

A team of performance auditors from various Supreme Audit Institutions (SAIs) in Africa pose for a group 
photo during a workshop
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Auditing is a continuous process 
and certification of reports is 
done in respect to each year of 
audit. Since the law requires that 
the reports are produced within 
strict deadlines of six months 
after the end of a financial year, 
it is easy to lose sight of the 
purpose and objective for which 
an audit is done. 

This may be the case especially 
during the peak period of 
audit from September until 
the reports are completed. 
However, it shouldn’t be. So why 
is interrogation by Parliament or 
the relevant County Assembly 
critical in the oversight process? 
Why are their reports important 
in the audit process? 

To answer these questions there 
is need to remind oneself of 
what financial audits are and the 
purpose for which they’re done.

The Audit Cycle and scrutiny of 
audit reports

The Public Audit Act, 2015, 
Section 35 requires the Auditor-
General to conduct annual 
audits of State organs and public 
entities, and report to Parliament 
or the relevant County Assembly. 
These audits entail a detailed 
examination of the financial 
statements to establish whether 
they are in agreement with the 
books of account and are free 
from material misstatement. 

The opinion of the Auditor-Gen-
eral, be it Unqualified, Qualified, 
Adverse or Disclaimer, on the 
financial statements, is of criti-
cal importance to stakeholders. 
Under the Public Finance Man-
agement Act, 2012, section 94(1)
(d), disclaimer of opinion or ad-
verse opinion is an indicator of 
persistent material breach that 
could lead to stoppage of dis-
bursement of funds to an entity.

According to Section 50(2) and 
53, within three months after 

receiving an audit 
report, Parliament or 
the relevant County 
Assembly shall debate 
and consider the reports 
then take appropriate 
action. Accounting 
Officers are required to 

take relevant steps to implement 
recommendations of Parliament 
or give explanations in writing 
why the report has not been 
acted upon. 

The Follow-up 

The final step of audit is follow-
up. Its purpose is to have proper 
closure in which corrective action 
is suggested, and improvement 
or plan of action is also given. 
Auditors from the Office attend 
Oversight Committee sessions 
to provide technical advice 
during deliberations on the 
reports as well as writing of the 
recommendations. 

The support to the Committees 
includes verification of the 
current status of audit queries 
on whether Accounting Officers 
have taken any steps to resolve 
them and preparing briefs on 
possible lines of questioning.

Committee on Implementation

The Committee on Implementa-
tion draws its existence to Stand-
ing Order 209(1) of the National 
Assembly.  Standing Order 201 
entails that within sixty days of 
adoption of a report of a select 
committee, the relevant Cabinet 
Secretary under whose portfolio 

After the Audit – What 
next?
By Francis Kabui
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the implementation of the reso-
lution falls shall provide a report 
to the relevant committee of the 
House in accordance with Article 
153(4)(b) of the Constitution. 

The Committee’s mandate is 
to scrutinize the resolutions of 
the House (including adopted 
committee reports), petitions 
and undertakings given by the 
National Executive to examine: -

(a) whether such decisions 
and undertakings have 
been implemented. Where 
implemented, the extent to 
which they have been applied 
and whether it has taken 
place within the minimum 
time necessary; and

(b) whether or not legislation 
passed by the House has 
been operationalised and 
where effected; the extent 
to which such operationali-
sation has taken place within 
the minimum time necessary.

The Committee may propose 
sanctions against any public 
officer who fails to report to the 
relevant select Committee on 
implementation status without 
justifiable reason.

Implementation of audit recom-
mendations

Whereas Parliament’s resolu-
tions are largely executed by 
the respective State organs and 
public entities, implementation 
of audit recommendations has 
sometimes proven to be the 
Achilles heel in the process of 

trying to achieve transparency, 
accountability and effective man-
agement of public finances. 

This is partly due to the fact that 
the mandate of oversight Com-
mittees does not include fol-
low-up on resolutions of the Par-
liament. As a result, paragraphs 
within the Auditor-General’s re-
port on the prior year concerning 
unresolved matters are deferred 
to the Committee on Implemen-
tation which might not have suf-
ficient background information 
to make appropriate follow-up. 

The Investigative agencies are 
also said to receive numerous 
requests to investigate cases on 
mismanagement of public funds 
for prosecution. However, it may 
take a lengthy period in order to 
build a case, not to mention a 
protracted court process.

Despite these challenges, OAG 
continues to render invaluable 
support to Parliament by way 
of follow-up and reporting on 
implementation of prior year 
matters.

The National Treasury’s role in 
respect to audit recommenda-

tions

Aside from financial audits, the 
Auditor-General conducts spe-
cials audits, forensic audits, per-
formance audits and procure-
ment audits in accordance with 
the Constitution, Public audit 
Act, 2015 and other laws and reg-
ulations. 

The Public Finance Management 
(PFM) Act, 2012 Section 12(2) 
vests upon The National Treasury 
powers to promote transparency, 
effective management and 
accountability with regard to 
public finances in the national 
government.

In addition, Section 38 (1) (f) 
requires the Cabinet Secretary to 
summit to The National Assembly 
a statement specifying the 
measures taken by the National 
Government to implement any 
recommendation made by the 
National Assembly with respect 
to the budget for the previous 
financial year or years. 

Based on these sections of the 
Public Finance Management 
(PFM) Act, 2012, The National 
Treasury has a major role to also 
make follow-up on Parliament’s 
resolutions on audit recommen-
dations. 

Therefore, upon receipt of rec-
ommendations on the accounts 
of the respective financial year, 
The National Treasury calls for 
Accounting Officers for Minis-
tries, Departments and Agencies 
(MDAs) to implement recom-
mendations made and submit ac-
tions taken within three months. 

The National Treasury then 
forwards the actions taken to 
Parliament in a report in form 
of a Treasury Memorandum for 
consideration by the Committee 
on Implementation
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Every aspect of life around 
us makes for fair ground for 
conducting a performance audit. 

From the importance of carrying 
out conservation and effective 
management of our country’s 
wildlife resources in the tourism 
sector -that is one of the largest 
revenue earners for the country- 
to carrying out mental health 
audits to establish the state 
of well-being of our people; 
performance audits have an 
environmental and global 
management perspectives on 
the importance of providing a 
safe and healthy milieu for the 
Kenyan workforce.

Not all audits are of a financial 
nature. Performance auditing is 
a systematic, objective assess-
ment of the accomplishments 
or processes of government sys-

tems, operations, programmes, 
activities or organisations for the 
purpose of determining its effec-
tiveness, economy or efficiency. 

Elements of a Performance 
Audit

Performance audits are used 
to examine the extent to 
which government operations, 
programmes or activities have 
achieved expected performance 
by focusing on the concept 
and emphasis of the three 
E’s—Economy, Efficiency, and 
Effectiveness. This type of audit 
examines: -

•	 the economy of administra-
tive activities in accordance 
with sound administrative 
principles and practices, as 
well as management policies; 

•	 the efficiency of utilization of 

human, financial, and other 
resources, including exam-
ination of information sys-
tems, performance measures 
and procedures followed by 
audited entities for remedy-
ing identified deficiencies; 

•	 and the effectiveness of 
performance in relation to 
achievement of the objectives 
of the audited entity as well 
as audit of the actual impact 
of activities compared with 
the intended impact.

 Objectives and Findings 

The fundamental component 
of a performance audit is the 
audit finding. An audit finding is 
made up of standard elements, 
including criteria, conditions, 
effects, and causes. The structure 
of an audit finding is determined 

Enhancing service 
delivery to all 
By Violet Adoyo

Auditor-General Nancy Gathungu (seated second right) during the Constitutional Commissions and 
Independent Offices (CCIOs) forum at the University of Nairobi.
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Pictorial

The Auditor-General, CPA Nancy Gathungu, CBS being 
conferred with a commendation award by Institute of 
Certified Public Accountants of Kenya (ICPAK)

Auditor-General pays a courtesy call on Kenya’s 
High Commissioner to South Africa Ms.Catherine 
Muigai

Auditor-General at a 
consultative  forum 
hosted by the Public 
Accounts Committee 
(PAC) for the ‘Big 
Nine’ to deliberate 
on the government 
expenditure and 
audit issues

Ugandan delegation comprising some Members of 
Parliament and auditors from Office of the 
Auditor-General Uganda during a bench-marking trip 
to Kenya’s Parliament

Office of the Auditor-General’s Leadership and 
National Assembly Speaker, Hon. Justin Muturi 
display the Strategic Plan 2021 - 2026, after its 
launch

OAG staff donating foodstuff to the elderly as 
part of giving back to the society

Team of Trainers from OAG pay a visit to the 
Annunciation Home for women and girls in Embu, 
where they donated a freezer and foodstuffs

Auditor-General CPA Nancy Gathungu CBS, poses with 
the website development team during the launch of 
the Office of the Auditor-General’s website

OAG staff at a  Citizen Accountability Audit 
training workshop

Audit Associates pose 
for a group photo 
with their facilitators 
during a training on 
Public Finance 
Management
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by its audit objective -the key 
query that needs answering- 
and the model on which the 
audit is constructed using these 
elements.

Elements of an audit 
finding 

Conducting Performance Audits

Performance auditing is 
carried out in three phases: 
planning, fieldwork, and 
reporting. Throughout the 
audit, performance auditors 
are required to communicate 
actively with members of the 
audited entity. 

The audit begins with an “entry 
conference,” which is used to 
introduce the audit team to 
the management staff and key 
employees of the institution 
being audited.

An audit plan is created that de-
tails the steps, schedule, and re-
sources that will be used to ac-

complish the phases of planning: 
(a) gathering information; (b) 
conducting a risk assessment; 
(c) assessing the vulnerabilities 
to the significant risks of the 

programme; (d) defining/
refining the audit ob-

jectives; and (e) 
developing the 

audit scope, 
audit meth-
o d o l o g i e s , 
fieldwork pro-
grammes and 
audit budget/

resources. The 
fieldwork pro-

gramme sets out 
the required tasks 

and maps out process-
es for each aspect of field-

work. While the exact steps to 
be followed are specific to each 
audit and determined in the field-
work plan, some data collection 
considerations are common to 
all audits.

In line with the International 
Standards of Supreme Audit 
Institutions (ISSAI) 300 
Performance Audit Principles 
(21), “Performance Audits should 
in all cases provide findings based 
on sufficient appropriate evidence 
and actively manage the risk of 
inappropriate reports”. 

The rigor and security of data 
collection plays an important 
role in the data’s ultimate 
credibility as audit evidence. 
The audit team’s composition, 
characteristics and training must 

be adequate to minimize bias and 
interpretation errors. This helps 
in ensuring that the sampling 
strategies are appropriate for the 
evaluation questions to improve 
credibility as well as maintain 
their integrity. 

Importance of Performance 
Audits

Performance audits are capable 
of providing information and 
culpability concerning the 
provision of services that are 
not available from financial and 
regularity audits alone. Although 
the primary role of a public sector 
audit is to ensure accountability 
for meeting citizens’ 
expectations, performance 
audits also provide an excellent 
opportunity to set out a road 
map for change. Performance 
audit reports ultimately result in 
the improvement of systems and 
processes for the benefit of the 
audited entity. 

By providing audit reports that 
are timely and comprehensive, 
performance auditors inadver-
tently ensure that there is value 
for money in their quest to en-
sure transparency and account-
ability in the utilization of public 
resources. 

Efforts are being made to ensure 
that Performance reports are 
used to create awareness to 
the citizenry on their need to 
hold the government to account 
and demand for the delivery of 
services at all levels

Criteria represent 
the ideal against 

which actual 
performance will 

be measured.

Conditions are the 
actual state, as 

depicted by current 
performance, actual 

practices, or 
circumstances.

The effect is the 
difference between 

the established 
criteria and the 

condition(s) or the 
consequences of 

the difference

The cause describes 
why or how the 
condition came 

about, or the reasons 
why performance is 

not as expected when 
problems are found
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The emergence of Covid-19 has 
shaken the world and more so 
turned the professional working 
environment upside down. 
Working from home was a huge 
phenomenon for most traditional 
companies, I mean it still is. Many 
established Organisations that 
took up working from home or 
hybrid working strategies, are 
still struggling to get it together. 

On a personal level, what has 
this change looked like for 
you? If you are lucky, you got 
an extended period of rest and 
time with family. For others, the 
workload doubled, even tripled 

with working parents having to 
juggle their careers and serve as 
teachers for children sent home 
from closed schools. 

A survey by Forbes indicated 
that 77 per cent of professionals 
experienced burnout, with 
leaders feeling that they were 
not able to pivot effectively in 
the face of the pandemic, and 
their teams ill-prepared to take 
on future leadership positions.

Wherever you fall in the spectrum 
and if you are to survive these 
times, you’ll need to adapt well to 
whatever model your company 
goes with. Whether it’s full-time 

working from home, hybrid 
system or back to the traditional 
way. To be effective and efficient 
in a post-pandemic workplace 
one is required to reimagine 
work strategies. 

Developing performance metrics 
and maximizing productivity is 
key. Leveraging some of these 
six performance audit principles 
can help you enhance your 
productivity. 

Standards

Professional audit standards are 
essential for credibility, quality 
and professionalism of public-

Enhancing productivity 
using Performance Audit 
Principles
By Lilian Mwikali

East Africa Sub-regional training on Financial and Compliance Audit Manuals in Nairobi, Kenya.
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sector auditing. They provide the minimum quality 
to be achieved. Set your standards and define 
what excellence means for you using these as 
yardsticks against which the quality of your results 
is evaluated. 

Planning

Seems like the obvious thing to do but many 
professionals skip over this. Many people start 
their day and get to the Office with no agenda in 
mind unless already provided with a task by their 
superior. Can you honestly say what is in store for 
the next 6 months of your diary, what the next 
quarter or new month hold? There’s a reason 
organisations have periodic strategic plans. 

When you plan, you get a full understanding of 
your tasks and availability; thereby providing clarity 
on what to prioritize, delegate, decline or save for 
later. Determine your set objectives, define key 
results and action plans that will lead to achieving 
your goals.

Economy

What’s required for your productivity? Time, 
energy, technology, skills, equipment and money 
are just some of the inputs that are essential for 
personal productivity. Are you organised enough 
to avail these resources when needed? In the 
appropriate quantity, quality and at the best price? 
What is an hour of your work worth? 

Efficiency

Are you optimizing the resources you have to 
achieve the desired output in both quality and 

quantity? Efficiency can only be determined by 
continuously reviewing the above question. A 
good tool for gauging efficiency is milestones; 
these are actions and achievements necessary to 
make progress toward goals. Aiming for a goal set 
a year from now requires occasional reassessment 
of strategies between the present and that desired 
future. 

Effectiveness

What’s the impact of the tasks and activities 
you put in day in, day out? Are you meeting the 
objectives set and achieving the intended results? 
Are you aware of how to measure your impact? 
This can only be established from the planning 
stage; by defining personal objectives, goals and 
output expected. 

Environment

Some people produce excellence in the messiest 
of environments, while some can’t think without 
order around them. Some like music, silence or 
random background noise. You need to be aware 
of the optimum environment that helps bring your 
ideas to life and curate that environment every 
time you want to get things done.

Follow-Up

Follow-up refers to the auditors’ examination 
of corrective action taken by the audited entity. 
It’s vital to keep analyzing and reviewing your 
strategies to see whether they are aiding you in 
achieving your goals. Post-mortem analysis of the 
projects you have carried out is important not only 

to know how well you did but also to 
integrate what worked well in your 
next projects. 

It has become evident that effective 
people do not require the traditional 
Office set-up to get things done. This 
era empowers those who produce 
and disempowers those who have 
succeeded by being excellent 
diplomats and poor workers; along 
with those who have refined the 
ability to seem productive

Auditor-General CPA Nancy Gathungu, CBS addressing the 
participants during the East Africa Sub-regional training.
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Machine learning has the 
potential to disrupt nearly 
every industry during the next 
several years, and the auditing 
profession is no exception. 

Machine learning is a subset of 
Artificial Intelligence that seeks 
to use machines and algorithms 
(set of rules to be followed) 
to perform intelligent work 
that mimics the intelligence 
of a human auditor. In audit 
terms, machines will learn from 
audit work and apply auditor 
intelligence to similar data. 

Machine learning is slightly 
different from what we know 
or think that computers can 
do. In typical computing, a 
computer is programmed with 
logic that produces results 
when we perform an operation. 
However, modern computing 
has evolved, and computers can 
produce results without being 
programmed to give certain 
results. 

All one needs to do is to “feed” 
the computer with large datasets 
and the computer will “learn” 
from the data and be able to 
predict and give accurate results. 

This is simply what the jargon 
“machine learning” means.

Machine learning can enable 
businesses to sift through large 
amounts of data and find pat-
terns that would have tak-
en tens of thousands of 
labour hours. When 
applied to auditing, 
machine learning 
can significant-
ly change the 
way audits are 
p e r f o r m e d , 
as it enables 
auditors to 
largely “avoid 
the trade-
off between 
speed and qual-
ity”. 

Because an audit 
requires a vast 
amount of data and has 
a significant number of task-
related components, machine 
learning has the potential to 
increase both the speed and 
quality of audits. 

The machine-based performance 
of redundant tasks should allow 
auditors more time for review 

and analysis, which would give 
them a greater ability to focus on 
the areas of greatest risk, as well 
as a better understanding of the 
larger picture. 

In addition, the ability to analyse 
100 per cent of datasets rather 
than sampling, provides obvious 
benefits. The technology will 
enable auditors to focus their 
efforts on the outliers and 
anomalies, devote greater time 
to areas of higher risk and have 
meaningful conversations — 
resulting in a better quality audit.

Delivering smarter audits 
using machine learning
By Lincoln Kithandi, CISA

Machine 
learning is 

a subset of Artificial 
Intelligence that seeks to use 

machines and algorithms (set of 
rules to be followed) to perform 

intelligent work that mimics 
the intelligence of a human 

auditor
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Machine learning applications in 
audit

Machine learning technology for 
auditing is still primarily in the re-
search and development phase. 
Audit firms have increasingly em-
braced machine learning tech-
nology to deliver smarter audits. 

An example of machine learn-
ing technology currently used 
by some audit firms is Halo. Halo 
analyses journal entries and can 
identify potentially problematic 
areas, such as entries with key-
words of a questionable nature, 
entries from unauthorised sourc-
es, or an unusually high number 
of journal entry postings just un-
der authorised limits. 

Halo allows auditors to test every 
journal entry a company made 
during a given year by subjecting 
all journal entries to testing and 
focusing only on the outliers with 
the highest risk. 

Another machine learning 
technology used by other 
audit firms is Argus. Argus is a 

cognitive audit application that 
uses advanced machine learning 
techniques to identify and 
extract key financial information 
from electronic documents. With 
the virtual eyes of Argus, instead 
of sampling, data extracted 
from the entire population can 
be used to determine potential 
risks, anomalies, and trends.

The challenge for auditors

The advancements presented by 
Big Data and Machine Learning 
are undeniably promising, and 
these technologies are likely to 
have a large impact on the audit 
profession in the near future. 

While machine learning tech-
nology can provide significantly 
improved opportunities for au-
ditors to explore their intuition, 
auditors must change their mode 
of thinking in order for these in-
sights to be effective. 

The fundamentals of an audit 
will not change as the need 
for human judgment and 
professional skepticism will 

always be necessary. The real-use 
case for new technologies is that 
they will enable us to obtain — 
more easily, quickly, accurately 
and extensively than ever before 
— the corroborating evidence 
that is needed in an audit.

Ultimately, delivering smarter 
audits needs “smarter” auditors. 
Future auditors will need to 
become more versatile and 
have a solid understanding 
of information systems and 
data science, in addition to an 
increasingly complex set of 
accounting and auditing rules 
and regulations.

Whereas in the past audits 
have had a largely transactional 
focus, future audits will become 
increasingly interconnected. 
Organisations need to be aware 
of changing auditor skillsets 
in order to help manage the 
disruption risks associated with 
machine learning technologies

Performance Auditors at a Communications workshop held in conjunction with the Swedish National 
Audit Office (SNAO).
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Kenya has always been highly 
dependent on the agricultural 
sector, especially given the 
fact that agriculture is seen as 
the backbone of it’s economy 
through its great contribution to 
the countries export earnings. 

However, it seems like the reset 
button has been pressed as the 
focus slowly shifts towards the 
blue economy. Could this be the 
promise of better fortunes for 
the country?

What exactly is the Blue Economy 
(BE)? This is the utilization 
of the oceans and coastal 
regions’ natural resources to 
bolster economic growth and 
development. Kenya has been 
blessed beyond measure on 
this front. The Coastal regions 
are a great tourist attraction 
that earn the country a steady 
stream of revenue from not only 
tourism but also from trade, 
maritime shipping, transport, 
mining, construction and energy 
generation. 

For good measure, for the Finan-
cial year 2021/22 the National Gov-
ernment through The National 
Treasury pumped Kshs.7.7bn for 
fisheries, aquaculture and blue 
economy, showing significant 
faith in the novelty of this aquat-
ic resource. 

Life below water

Kenya, alongside Canada and 
Japan jointly held the first 
ever global ‘Sustainable Blue 

Economy’ conference on 26 to 
28 November 2018 which was 
aimed at highlighting the need 
to expand sectors closely related 
to the BE with the objective 
to improve economic and 
societal development as well as 
environmental preservation. 

Under the sustainable 
development goals, number 14 
“Life below water” emphasis 
is laid on improving the 
sustainability of the sector. 
Leveraging activities from ocean 
tourism to ocean energy, that is, 
fossil fuel energy resources such 
as oil and gas; renewable energy 
resources such as wave, wind 
and thermal energy to generate 
income will provide a surplus in 
monetary resources leading to 
efficiency in public expenditure 
for the greater good.

However, negative impacts in BE 
have been observed and if not 
corrected, may have adverse ef-
fects on not only our health but 
on the economy down the line. 
As we try to improve other ar-
eas such as the construction of 
building foundations, railways 
and ports through sand harvest-
ing, we are unwittingly eroding 
the coral reef that provides pro-
tection to our coastlines and pre-
vents erosion. 

Climate change can also have 
adverse effects causing rising sea 
levels that may exert pressure on 
human activities. Overfishing or 
illegal fishing can potentially lead 

to the decline of fish supply that 
is a mainstay for locals along the 
coast which could bring a spike 
in job losses and damage to the 
ecosystem. 

A significant rise in waste through 
plastic and water pollution 
may lead to exposure of toxic 
chemical waste in our bodies 
bringing about health issues that 
we could do without. 

Despite this, with the right 
frameworks, regulations and 
policies in place, a lot can be done 
to ensure that the blue economy 
works well and promotes 
good governance. Having 
regulated fishing will help in the 
preservation and appreciation 
of aquatic life. Reduced carbon 
emissions will lead to better 
health conditions all around. 

The continued ban on plastics 
could promote a healthier eco-
system while reopening the coun-
try’s cruise tourism will give the 
sector the much-needed boost 
in terms of tourists’ numbers. In 
addition, the construction and 
expansion of the ultra-modern 
cruise terminal at the Lamu port 
will provide and sustain job cre-
ation for the locals. 

All in all, exploiting the oceans’ 
full potential could play an 
important role in the country’s 
efforts to not only improve 
food security, livelihoods and 
spur economic growth but also 
preserve the blue resource

The Blue Economy, a 
likely paradigm shift?
By Anne Wambui
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We are all aware of the common 
phrase that goes, beauty is 
in the eyes of the beholder, 
right? Well for the performance 
auditor, value is in the eyes of 
the beholder. This is because 
depending on your expectations 
and your point of view, what 
could be valuable to me may not 
be as valuable to you.

Value for Money (VFM) audits 
have increasingly become a 
benchmark against which the 
performance of government 
programmes, functions and 
projects can be appraised, 
examined and judged. 

The audit itself comes with the 
implication that there should 
be an existing and already 
acknowledged relationship 
between what the government 
inputs in terms of resources, to a 
function and what the outputs are 
in terms of service delivery 
to the citizens. Basically, it 
is a correlation between 
what the government is 
able to accomplish against 
the monetary expenditure 
it consumes.

Measuring value can 
however be quite complex 
as people perceive value 

differently. For example, what 
a government may consider 
valuable may not come across 
the same way to its citizens. 

Measuring value therefore can 
be quite the dilemma making the 
performance auditing process 
quite demanding, engaging and 
intricate in nature. This is why 
most audits require a team of 
preferably three or more in an 
attempt to mitigate bias and 
address possible conflicting 
perceptions of value.

The 3 E’s in Performance Auditing

It is on this basis that the 
performance auditor then 
examines the outputs of a 
government function against 
Efficiency, Economy and 
Effectiveness commonly known 
as the 3 Es. Some auditors 
choose to include 2 more Es, that 

is, Environment and Equity. The 
initial 3 Es however, remain the 
backbone in the examination of 
Value. But what do they mean 
and how are they applied to 
Performance Auditing?

Well, Efficiency in VFM auditing 
is basically about output 
maximization. It seeks to see to it 
that a government entity is, for all 
intents and purposes, maximizing 
the utilization of its resources. 
This should not be confused 
with effectiveness as the two 
can be mutually exclusive. Just 
because a programme is running 
effectively does not necessarily 
mean that it is efficient.

For example, driving a fuel guzzler 
to work is effective in the sense 
that you achieve your objective 
of getting to work. However, 
driving a hybrid of some sort 
that is known to consume less 

fuel would not only be 
equally effective but more 
efficient.  

Economy and Effectiveness 
come in as principles to 
ensure that the projects 
run on minimum purchase 
price or what some would 
call the best price. This 
does not necessarily 

Value is in the eyes of the 
beholder
By Cynthia Ngina 

3E’s

Economy
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translate to the lowest price in 
the market as quality must be 
considered. 

Cheap can sometimes be 
expensive and auditors must 
examine the purchase price 
with great consideration of 
quality, for example, purchasing 
a car with the same objective 
should not just be determined 
by effectiveness and cost. An 
old dilapidated car would initially 
make more economical sense as 
it would be purchased at a low 
price. However, in the long run 
due to inevitable mechanical 
malfunctions, the car may 
end up costing the consumer 
more. Quality is for that reason, 
considered a major factor in 

purchase pricing.

The three E’s are therefore 
interconnected and must be 
measured with equal capacity 
in order to determine the ability 
of government institutions to 
discharge their responsibilities 
and control the cost efficient 
administration of activities 
and appropriate resource 
management. 

A detailed and well executed 
performance audit helps identify 
potential performance problems 
such as loopholes, bottle necks 
and any leaks in the process. It is 
the responsibility of the auditor 
to deliver value by using critical 
thinking and analytical skills to 
seal the leaks. 

The performance auditor is 
tasked with navigating chal-
lenges such as but not limited to; 
poorly designed programmes, 
poor budgeting, sub-optimal 
implementation, inadequate 
monitoring and evaluation pro-
cesses, asset misappropriation, 
theft, corruption, weaknesses in 
procurement controls as well as 
multiple stakeholders with differ-
ent and unclear expectations of 
value.

The impact of value for money 
audits in the public and even 
private sector is immeasurable 
and greatly contributes to the 
mission and vision of the Office
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What is Public Trust? One may 
ask.

When the Auditor-General 
CPA Nancy Gathungu, CBS, 
took Oath of Office on July 17, 
2020, she pledged to build on 
her predecessor’s legacy and 
ensure that the Office continues 
gearing audit services towards 
meeting the needs of the people, 
expectations of stakeholders 
and responding appropriately 
to the constantly changing 
environment and emerging risks. 

Ms. Gathungu said her tenure 
will be anchored on four pillars; 
Independence, Credibility, Rele-
vance and Accountability. “These 

four pillars will be the guiding 
principles in our work to en-
able us attain, where we are 
lacking, maintain where pres-
ent and sustain professional-
ism and the reputation of the 
Office of the Auditor-Gener-
al(OAG), as we serve the Ken-
yan people”, she said.

Audit relies heavily on 
trust and the fulfillment of 
fiduciary responsibilities. 
Attached to this trust 

is the importance of ethical 
judgments for the auditing 
profession. The auditors act 
as intermediary between the 
public, the Government and the 
consumers or users of financial 
information. The auditors’ arbiter 
legitimacy has its foundation on 
moral grounds and their logic of 
existence is confirmed by their 
accountability to all stakeholders 
interested in the audit reports. 
This is the reason why they are 
perceived as guardians of the 
public trust and interest. The 
four pillars beautifully sum up our 
role and conduct as guardians of 
public trust. 

Independence means that 

we have to be objective and 
ethical in our approach to our 
auditing work. Our conduct and 
behaviour must be above board 
and the public must believe in the 
independence and objectivity of 
our work. Auditors have a duty 
to act ‘in the public’s interest 
with a fundamental obligation to 
serve’. They should avoid putting 
themselves in positions where 
their duty to the stakeholders 
they represent conflicts with 
their own personal interests.

Credibility. This is the quality 

Auditors’ ethical behavior 
& their role as guardians 
of public trust
By Herrie Njoroge Murage
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of being trusted and believed 
in. The reports and opinions of 
the Auditor-General must be 
believed and trusted by all the 
users of financial statements 
that we audit. Our work 
must be beyond reproach. 
International Standards of 
Supreme Audit Institutions 
(ISSAI 1240) requires that “The 
auditor to maintain professional 
skepticism throughout the audit, 
recognising the possibility that 
a material misstatement due to 
fraud could exist notwithstanding 
the auditor’s experience of the 
honesty and integrity of the 
entity’s management”. 

The reputation of the Office and 
proficiency of auditors on the 
quality of the audits play a vital 
role in enhancing credibility of 
OAG. 

It behooves us as Supreme Audit 
Institutions (SAIs), to raise our 
expertise in order to increase 
the prospects of all stakeholders 
relying more on the Auditor-
General’s reports and audited 
financial statements which are 
more relevant, unbiased and 
accurate. 

Accountability. As human 

beings, we are hard-wired to 
not be accountable. We are 
constantly reminded that we 
are accountable to God. Romans 
14:12 reads: “So then each of us 
will give an account of himself/ 
herself to God.”  The Bible also 
tells us that we are accountable 
to one another and doing so 
makes us strong. Proverbs 27:17 
says “Iron sharpens iron, and one 
man sharpens another.”

What then, is accountability? 
Being accountable simply 
means being responsible for 
decisions made, actions taken 
and assignments accomplished. 
Audits serve a vital economic 
purpose and play an important 
role in serving the public interest 
to strengthen culpability and 
reinforce confidence in financial 
reporting. 

It is our duty to account for our 
decisions and actions while 
ensuring accountability and 
transparency in the management 
of public resources. The Auditor-
General defines “Accountability” 
as doing the right thing, doing it 
the right way and for the right 
reason. 

Relevance. By providing unbi-

ased, objective assessments of 
whether public resources are 
managed responsibly and effec-
tively to achieve intended re-
sults, auditors help public sector 
organisations achieve account-
ability and integrity, improve op-
erations, and instill confidence 
among citizens and stakeholders. 

Our role is to support the 
governance responsibilities of 
oversight, insight, and foresight.

Oversight addresses whether 
public sector entities are doing 
what they are supposed to do 
and serves to detect and deter 
public corruption. Insight assists 
decision-makers by providing 
an independent assessment 
of public sector programmes, 
policies, operations, and results. 

Foresight identifies trends and 
emerging challenges. 

The public relies on direction and 
guidance from our reports, work 
and conduct. It is therefore our 
duty not to let our stakeholders 
down as we maintain our 
competence, integrity and image 
as the voice of the citizens
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Public entities are required to im-
plement audit recommendations 
to improve their performance 
and transform the lives of the 
people of Kenya. 

In order to create impact through 
its audit reports, the Office of 
the Auditor-General (OAG), has 
taken a proactive approach to 
ensure entities document the 
status on the implementation of 
audit recommendations. To this 
end, the Office has developed a 
draft framework for Tracking, 
Follow-up and Reporting 
on Implementation of audit 
recommendations.

The Framework aims to evaluate, 
improve and enhance the out-
come and impact of Office of the 
Auditor-General’s work and in-
fluence policy change. It focuses 

on two approaches; external and 
internal reporting frameworks. 
The external reporting approach 
focuses on recommendations 
based on the examination of the 
Auditor-General’s report by Par-
liamentary and County Assembly 
Committees. 

The internal reporting approach 
focuses on tracking, follow-up 
and reporting on implementa-
tion of the Auditor-General’s 
recommendations, arising from 
Management Letters to ensure 
timely implementation of rec-
ommended actions for improve-
ment. 

With the introduction of the 
framework, the OAG, Parliament 
and the County Assemblies can 
cooperate to draw attention to 
oversight and give fresh impetus 

to implement these 
recommendations. 
To ensure success, 
the Office will reg-
ularly follow up on 
implementation as 
well as ensure that 
the Executive sticks 
to specific timelines 
to implement audit 
recommendations 
or take corrective 
actions as the Com-
mittees may direct.  

Implementation of 
audit recommen-
dations is anchored 
on Section 53 of the 
Public Audit Act, 
2015. It requires 

Parliament and the County As-
semblies to discuss audit reports 
within three months of submis-
sion and make recommendations 
to be implemented by the audit-
ed public entities.  

The entities are expected to take 
relevant steps to implement the 
recommendations of Parliament 
on the report of the Auditor-
General or give explanations in 
writing to Parliament as to why 
the report has not been acted 
upon. 

Failure to comply with these 
provisions, the accounting 
officer shall be in contempt of 
Parliament or County Assembly 
and upon its determination, 
administrative sanctions such 
as removal as the Accounting 
Officer, reduction in rank among 

Implementation of audit 
recommendations
By David Githinji

Auditor-General CPA Nancy Gathungu, CBS, and her entourage tour KENTRACOs 
Konza Sub-station
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others may be recommended. 

The benefits of tracking, fol-
low-up and reporting on audit 
recommendations is that the Au-
ditor-General is able to respond 
appropriately to the challenges 
of citizens, the expectations of 
different stakeholders, and the 
emerging risks and changing en-
vironments in which audits are 
conducted. It also portrays the 
Auditor- General as a credible 
source of independent and ob-
jective insight as well as provid-
ing guidance to support benefi-
cial change in the public sector.

Challenges faced

Difficulties have been faced in the 
past in regards to keeping the 
prescribed/reasonable timelines 
of the hearing, debate, and 
eventual tabling and adoption of 
the various Select Committees’ 
observations, findings and 
recommendations by the Whole 
House. This has created backlogs 
in the examination of the Auditor-
General’s reports by some of the 
Committees. 

As a result, some recommenda-
tions may not be implementable 
or may not have the significant 
impact as initially intended. The 
stability of the Committee’s 
membership is greatly affected 
by Parliaments’ terms leading to 
disruptions in the timeliness and 
continuity in examination of the 
Auditor-General’s reports.

Way forward

The Auditor-General has 
suggested a raft of measures 
which include the following;

i. Assisting the various 
Committees’ technical 
persons come up with quality 
recommendations. 

ii. Engaging the other stakehold-
ers such as the Parliamentary 
Committee on implementa-
tion, The National Treasury, 
investigative bodies (Director 
of  Criminal Investigation and 
Ethics and Anti-Corruption 
Commission), the Office of 
the Director of Public Pros-
ecution (DPP), the Nation-
al Land Commission, Public 
Service Commission and the 

Accounting standard setting 
Board (Public Sector Account-
ing Standards Board); for a 
forum on charting the way 
forward with regard to imple-
mentation of the Committee’s 
recommendations.

iii. Highlighting reports which 
have been submitted but not 
discussed by Parliament or 
relevant County Assembly in 
the annual implementation 
status report for further 
action.

By strengthening the perfor-
mance, accountability, transpar-
ency and integrity of govern-
ment and public sector entities, 
the Auditor-General will make an 
immense difference to the lives 
and livelihoods of citizens
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The Citizen Accountability Audits 
(CAA) division began its first 
collaborative audit with citizens 
and Civil Society Organizations 
(CSOs) in November 2021.  

From the onset of the Financial 
Year 2021/2022, the two groups 
have been having a series of 
engagements in accordance with 
the CAA audit process which is 
stipulated in the Office of the 
Auditor-General’s (OAGs) citizen 
engagement framework. 

From November 1 – 5, 2021, CAA 
in conjunction with over 20 CSOs, 
held a workshop to discuss the 
audit tools and methodology 
whose engagement culminated 
in the CSOs signing an audit 
Memoranda of Understanding 
(MOU) and Non-Disclosure 
Agreement (NDA) before the 
commencement of audit.

The CSOs include organizations 
such as; GIZ, Transparency 
International (TI), Centre for 
Transformational Leadership 
(CTL)-Kenya, The Institute of 
Social Accountability (TISA), 
Centre for Enhancing Democracy 
and Good Governance (CEDGG), 
National Tax Payers Association 
(NTA), Pamoja Trust, among 
others.

The establishment of CAA in 2018 
was aimed at involving citizens 
in the audit process and giving 
them a voice. However, the unit 
had very few members of staff 
and was unable to rollout Citizen 
Accountability Audits despite 
being scheduled to start in the 
Financial Year 2020/2021. 

The appointment of the new 
Auditor-General, CPA Nancy 
Gathungu, led to the deployment 
of members of staff to the unit 
together with a Director of 
Audit-In Charge. The unit was 
also placed under the Specialised 
Audit Services Department 
currently under the Deputy 
Auditor–General.

 In light of the financial difficulties 
faced, the Office’s partnership 
and collaboration with several 
NGOs including GIZ and the World 
Bank has seen the unit receive 
both financial and technical 
support. 

So far GIZ has funded two 
meetings, one in 
Mombasa for the 
training of the new 
CAA members of 
staff and another 
one in Machakos 
to facilitate the 

collaboration and training of 
CSOs on CAA.  Transparency 
International (TI) has funded 
one meeting to develop the 
audit tools and methodology in 
Naivasha. 

The envisaged Citizen Account-
ability Audit has elicited a lot of 
excitement among NGOs and 
CSOs as they look forward to en-
gaging the Office to develop the 
first ever simplified CAA report. 

Going forward, CAA hopes to 
strengthen its affiliations and 
networks with stakeholders 
through effective communication 
and collaboration. This will be 
enabled by the implementation 
of innovative technological 
solutions.

AFROSAI-E selected the Office 
as one of the Supreme Audit 
Institutions (SAIs) to implement 
the Citizen EYE project which 
will develop a technological tool 
to enable citizens to share and 
give feedback on various matters 

relating to audit in 
the field. Other SAIs 
selected are Rwanda, 
Botswana and Liberia

CAA commences audit 
with citizens and CSOs
By Faith Pino

Making a difference in the lives and livelihoods of the Kenya people

Audit services that impact on effective and sustainable service delivery

Independence

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 

Integrity Credibility

We are committed to honesty, and reliability. We 
act in good faith and in the public interest in our 
professional and personal conduct.

Our work is based on appropriate professional 
knowledge, skills, standards, up-to-date 
techniques, and laws.

Relevance Accountability

We are a credible source of independent and 
objective insight and guidance to support 
beneficial change in the public sector.

We shall ensure accountability, transparency, 
continuous improvement and sustained confi-
dence in the use of public resources.

We act with impartiality, objectivity and are free from control and 
influence of others

more than 1,500 financial statements from 
Ministries, Departments and Agencies (MDAs) 
and County Governments. 
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