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REPORT OF THE AUDITOR-GENERAL ON NURSING COUNCIL OF KENYA 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; and,

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 the Nursing Council of Kenya
set out on pages 1 to 32, which comprise of the statement of financial position as at
30 June, 2024 and the statement of financial performance, statement of changes in net
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assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a 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 the Nursing Council of Kenya as at 30 June, 2024 and
of its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Nurses and Midwifes Act Cap 257 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1. Offsetting Revenues and Expenses

The statement of financial performance reflects income from operation of
Kshs.530,253,783 as reflected in Note 7 to the financial statements. However, the amount
includes refunds made to customers of Kshs.2,078,927 which were offset against
revenues. This was contrary to paragraph 48 of International Public Sector Accounting
Standards (IPSAS) 1 which states that Assets and liabilities, and revenue and expenses,
shall not be offset unless required or permitted by an IPSAS.

In the circumstances, the accuracy and completeness of income from operation of
Kshs.530,253,783 could not be confirmed.

2. Inaccurate Recognition of Transactions

The statement of financial performance reflects income from operations of
Kshs.530,253,783 as reflected in Note 7 to the financial statements. Included in the
amount was Kshs.99,221408 in respect of annual retention fee charged at Kshs. 1,500 for
each registered nurse and Kshs.10,000 for private practice license. The Council's
registers revealed a list of 117,464 registered nurses and 1,985 registered clinics
translating to annual retention fees of Kshs.196,046,000. However, registered members
and clinics were not invoiced instead revenue was recognized when cash had been
received resulting to understatement of revenue and receivables.

In the circumstances, the accuracy and completeness of income from operations of
Kshs.530,253,783 could not be confirmed.

3. Unaccounted Revenue on Sale of Training Materials

The statement of financial performance reflects income from other sources of
Kshs.50,818,934 as disclosed under Note 8 to the financial statements out of which
Kshs.50,098,934 relates to sale of training materials. However, analysis of inventory
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ledgers revealed 208,811 units of training materials valued at Kshs.106,414,016 which
were issued from the store for sale. This resulted to an unexplained variance of
Kshs.56,315,082 which was not disclosed and was not traced in the bank statements.

In the circumstances, the accuracy and completeness of income from other sources
amount of Kshs.50,818,934 could not be confirmed.

4. Inaccuracies in Inventories

The statement of financial position reflects inventories balance of Kshs.28,355,759 as
disclosed in Note 17 to the financial statements. The balance includes Kshs.24,491,280
in respect of training materials which was arrived at after adjustments for training
materials valued at Kshs.7,043,274 but which were not traced in the store as per the
physical stock count report. Further, the adjustments included training materials whose
physical stock count was more than the stock ledger balance by Kshs.13,513,131 which
may indicate that the materials were delivered in the store without being recorded in the
stock ledger. In addition, these materials were procured from suppliers at various prices
but the closing inventory was valued at average cost prices. This was contrary to
Paragraph 15 and 16 of IPSAS 12 which requires inventories to be measured at the lower
of cost and net realizable. In addition, the selling prices of these items were not indicated
in the inventory ledgers.

In the circumstances, the accuracy and completeness of inventory balance of
Kshs.28,355,759 could not be confirmed

5. Lack of Land Ownership Documents

The statement of financial position reflects property, plant and equipment balance of
Kshs.173,867,771 as disclosed in Note 18 to the financial statements out of which
Kshs.54,000,000 relates to land balance. This balance includes a parcel of land located
in Nairobi which was charged by a bank on 13 July 2011 against a principal amount
secured of Kshs.1,600,000. The Council paid the principal amount and a discharge was
issued on 05 November 2018 but as at the time of audit in the month of November, 2024
approximately six (6) years after the discharge, the title had not reverted to the Council.

In the circumstances, the accuracy, completeness and ownership of land valued at
Kshs.54,000,000 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIs). | am independent of the Nursing Council of Kenya 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
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.
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Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final income budget
of Kshs.738,709,035 and actual on comparable basis of Kshs.681,305,752 resulting to
under collection of Kshs.57,403,283 or 8% of the approved budget. Similarly, the Council
spent Kshs.752,422,241 against actual income of Kshs. 681,305,752 resulting to over
expenditure of Kshs.71,116,489 or 10% of the actual income.

The underfunding and over-expenditure may have affected the Council's mission of
provision for training, registration, enrolment and licensing of nurses

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 Information

Conclusion

The Management is responsible for the other information set out on page iv to xlv which
comprise of Key Entity Information and Management, the Council Members, Key
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Statement of Performance against Predetermined Objectives, Corporate Governance
Statement, Management Discussion and Analysis, Environmental and Sustainability
Reporting, Report of the Council Members and Statement of Council Members
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

Basis for Conclusion

In connection with my audit on the Council's 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.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.
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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 Utilization of Funds

The statement of financial performance reflects recurrent grants of Kshs.100,233,035. It
was noted that on 15 March, 2022 the Council received Kshs.28,544,354 from the
Ministry of Health to facilitate recruitment of Kenyan nurses to the United Kingdom by
paying travel cost which was to be refunded to create a revolving fund. Subsequently,
Kshs.26,285,920 was incurred under the programme and review of bank statements
revealed Kshs.10,649,305 was refunded resulting to a balance of Kshs.12,907,739.
However, only a balance of Kshs.6,093,366 was in the programme’s bank account as at
30 June 2024 resulting to a variance of Kshs.6,818,373. This indicates that the funds may
have been used for other purposes. This was contrary to Regulation 54(1) of the Public
Finance Management (National Government) Regulations, 2015 which states that,
except as provided for in the Act and these Regulations, an Accounting Officer of an entity
may not authorize payment to be made out of funds earmarked for specific activities for
purposes other than those activities.

In the circumstances, Management was in breach of the law.
2. Budget Imbalance

The statement of comparison of budget and actual amounts reflects final budgeted
receipts of Kshs.738,709,035 and final budgeted payments of Kshs.732,299,816 resulting
to budget imbalance of Kshs.6,409,219. This was contrary to Regulation 33(c) of the
Public Finance Management (National Government) Regulations, 2015 which states that
budget of national government entities shall be balanced.

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.
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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
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. Deficiencies in the Regulation of Private Practice

Review of the Councils register revealed a list of one thousand nine hundred and eight
five (1,985) registered private clinics. However, the clinics’ operational status, compliance
to annual subscriptions and the last inspection date were not indicated in the register. In
addition, review of the private practice application form indicated that the Council only
prescribed the required medical equipment for private clinics. However, the required
condition of the premises to be used for the private practice such as the reception area,
patients waiting room, consultation room, treatment room and other public health and
safety standards was not prescribed.

In the circumstances, the private clinics may be operating without valid practicing licenses
and on premises that are not to the required standards which may compromise the quality
of healthcare services.

2. Failure to Inspect Clinics

Review of inspection documents revealed a list of one thousand nine hundred and thirty-
one (1,931) clinics which had not been inspected to confirm compliance to the set
standards. Therefore, there was no evidence to indicate that these clinics were operating
as per the set standards.

In the circumstances, the effectiveness of monitoring operations of various clinics could
not be confirmed and some may be operating without meeting the set standards.

3. Unconfirmed Register of Nurses

Review of the register of nurses indicated a list of 117,464 registered nurses but it did not
indicate their status such as retired, deceased, diaspora members or their compliance to
annual subscription. In addition, the register included a list of two thousand six hundred
and ninety-six (2,696) members assigned index numbers but their names and national
identity card numbers were not indicated.
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In the circumstances, the effectiveness of internal controls on the maintenance of register
of nurses could not be confirmed.

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 the Management and Council Members

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
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
Council's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable 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.

The Council Members is responsible for overseeing the Council'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 for Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
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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 ISSAls 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
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.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

FCPA CBS
AUDITOR-GENERAL

Nairobi
23 December, 2024
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