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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA LITERATURE BUREAU FOR THE
YEAR ENDED 30 JUNE, 2024

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Literature Bureau set out
on pages 1 to 46, which comprise the statement of financial position as at 30 June, 2024
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and the statement of profit or loss and other comprehensive income, statement of
changes in capital fund and reserves, statement of cash flows, statement of comparison
of budget and actual amounts for the year then ended and summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. |
have obtained all the information and explanations which to the best of my knowledge and
belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Literature Bureau as at 30 June, 2024 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards and comply with the Public Finance
Management Act, 2012 and Kenya Literature Bureau Act, Cap 209 of 1980 (Revised
2012).

Basis for Qualified Opinion
1. Long Outstanding Trade and Other Receivables

As previously reported, the statement of financial position reflects trade and other
receivables of Kshs.2,338,796,539 as disclosed in Note 13(a) to the financial statements.
Included in the balance are receivables of Kshs.254,931,804 which have been
outstanding for a period of more than ninety (90) days including a balance of
Kshs.113,805,027 which has been outstanding for more than three (3) years. In addition,
the receivables increased by Kshs.564,371,861 or 32% from Kshs.1,774,424,677 in the
year 2022/2023 to Kshs.2,338,796,539 in 2023/2024, raising concerns about the
effectiveness of debts management by the Bureau.

In the circumstances, the accuracy and recoverability of the receivables balance of
Kshs.2,338,796,539 could not be confirmed.

2. Unaccounted for Inventories

The statement of financial position reflects inventories of Kshs.2,193,531,555 as
disclosed in Note 12 to the financial statements. A comparison of the closing inventories
schedule and the inventories records extracted from the Sage ACCPAC system revealed
that printed book stocks valued at Kshs.14,048,500 were omitted from the closing stocks
schedule.

In the circumstances, the accuracy and completeness of the inventories balance of
Kshs.2,193,531,555 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Literature Bureau Management in
accordance with ISSAl 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAl and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
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that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects revenue budget and
actual on a comparable basis of Kshs.1,651481,495 and Kshs.1,211,488,603
respectively, resulting to under performance of Kshs.439,992,892 or 27% of the receipts
budget. Further, the Bureau spent Kshs.1,046,953,444 against an expenditure budget of
Kshs.1,432,727,362, resulting to under-absorption of Kshs.385,773,918 or 27%of the
expenditure budget.

The under-performance and under-absorption impacted on the planned activities and
delivery to the public.

My opinion is not modified in respect of this matter.
Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, | have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources. However, Management had not resolved the issues as at 30 June, 2024.

Other Information

The Board of Directors is responsible for the Other Information set out on pages iii to Ixxiii
which comprise of Key Corporate Information, Board of Directors, Key Management
Team, Chairperson’s Statement, Report of the Managing Director, Statement of
Performance Against Predetermined Objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Report of the Directors and the Statement of Directors’ Responsibilities. The Other
Information does not include the financial statements and my audit report thereon.

In connection with my audit on the financial statements, my responsibility is to read the
Other Information and in doing so, consider whether the Other Information is materially
inconsistent with the financial statements or my knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1. Irregular Payment of Acting Allowances

The statement of profit or loss and other comprehensive income reflects administration
costs of Kshs.488,821,048 as disclosed in Note 4 (a) to the financial statements. Included
in the amount is Kshs.350,986,557 in respect of staff costs, out of which an amount of
Kshs.3,653,457 was paid to nine (9) staff as acting allowances for periods extending
beyond six (6) months. This was contrary to the Bureaus' Human Resource and
Administration Policy and Procedures Manual that requires acting allowances to be paid
only for a maximum of six (6) months.

In the circumstances, Management was in breach of the law.

2. Limited Implementation of Human Resource Management Information System

The statement of financial position reflects intangible assets balance of Kshs.1,351,375
as disclosed in Note 11 to the financial statements. Included in the balance is
Kshs.2,888,682 in respect of Human Resource Management Information System
(HRMIS). Records provided for audit indicate that the supplier of the software was to
provide eight (8) modules, namely employee recruitment module, staff management
module, leave management module, skill management module, training module,
performance module, attendance module and self- service module. All the modules were
provided, however only three (3) modules were functional as at the time of audit in
December, 2024 namely leave, training and staff management modules.

In the circumstances, there was no value for money on the expenditure of Kshs.2,888,682
on the HRMIS system.

3. Irregular Outsourcing of Printing Services

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.2,247,641,831 in respect of cost of sales as disclosed in Note 1(b) to the financial
statements which includes contracted works amount of Kshs.1,653,755,822. Examination
of supporting payment vouchers and schedules revealed that the Bureau outsources the
bulk of its printing works, thus digressing from its core function of printing and publishing
in the country.
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During the year under review, the Bureau outsourced printing works costing
Kshs.1,653,755,822 out of the total production costs of Kshs.2 501,768,617 representing
seventy percent 66% of the total printing works. Therefore, the Bureau printing press did
only Kshs.848,012,795 or thirty (34%) printing work which points to underutilization of
Bureau's printing service.

Further, Section 4(a) of the Bureau Act, 2012 provides that one of the functions of the
Bureau is to carry on the business of publishing, printing and distributing literary,
educational, cultural and scientific books, periodicals, journals, magazines, digital and
electronic materials and works of every description. This means that the outsourcing of
printing services is not anchored in law.

In the circumstances, Management was in breach of the law.

4. Failure to Align Kenya Literature Bureau Human Resource Policy Manual 2018
to the Public Service Commission Human Resource Policies and Procedures
Manual of 2016

The Bureau's Human Resource Policy Manual under Section 4.8.5 states that
‘appointment on acting basis is a temporary measure pending the substantive filling of
the vacant post by either recruitment or resumption of duty by the substantive holder of
the post. The appointment shall normally be limited to a continuous period of six (6)
months or until the vacant post is filled whichever is the earlier, but may be extended by
Board/Managing Director if the post remains vacant'.

However, the Policy is in conflict with Section C 14(1) of the Public Service Commission's
Human Resource Policies and Procedures Manual (2016), which stipulates that an officer
acting in a higher post is entitled to receive an acting allowance of 20% of their substantive
basic salary, provided the acting period does not exceed six (6) months. However,
Management has not taken measures to address the inconsistency to prevent the
ongoing non-compliance with the Public Service Commission guidelines.

In the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
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Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Slow Moving Book Stocks

As previously reported, the statement of profit or loss and other comprehensive income
reflects an amount of Kshs.2,247,641,831 in respect of cost of sales as disclosed in Note
1(b) to the financial statements which includes closing inventory of printed books balance
of Kshs.2,166,351,342 which further include Kshs.26,384,325 for slow moving stocks
indicated in the table below;

Amount
Title (Kshs)
Industrial Education series 49,973
Secondary Titles 2,452 366
Revision titles 412,722
General books 240,085
Rwanda Books 11,197,691
Uganda Titles 12,037,486
Totals 26,384,325

In the circumstances, value for money on the slow-moving book stocks could not be
confirmed.

2. Understaffing

Review of the staff establishment revealed that the Bureau had one hundred and fifty-
seven (157) staff in post as at 30 June, 2024 against the approved establishment of three
hundred and one (301) staff, resulting to a staff deficit of one hundred and forty-four (144).

In the circumstances, the Bureau may not deliver on its mandate as expected.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance
The Management is responsible for the preparation and fair presentation of these

financial statements in accordance with International Financial Reporting Standards
(IFRS) and for maintaining effective internal controls as Management determines is
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necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
Bureau's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Bureau's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015, Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
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effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.ocagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

Nairobi

27 December, 2024
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