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Enhancing Accountability
REPORT OF THE AUDITOR-GENERAL ON PUBLIC PROCUREMENT REGULATORY
AUTHORITY 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 Public Procurement Regulatory
Authority set out on pages 62 to 96, which comprise the statement of financial position as
at 30 June, 2024 and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
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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 Public Procurement Regulatory Authority 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 Public Procurement and Asset Disposal Act, 2015 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. Anomalies in the Property, Plant and Equipment Balance

The statement of financial position reflects a balance of Kshs.69,576,078 in respect
of property, plant and equipment as disclosed in Note 19 to the financial statements.
However, review of Note 19 revealed the following anomalies.

1.1. Variances in the Property, Plant and Equipment Balance

i. The Note reflects a balance of Kshs.69,761,460 in respect of equipment and
computers’ depreciation and impairment as at 30 June, 2023. However, the
balance differs with the recomputed balance of Kshs.69,946,439 by an
unexplained and unreconciled variance of Kshs.184,979.

ii. The Note reflects a balance of Kshs.17,112,476 in respect of furniture and fittings'’
depreciation and impairment as at 30 June, 2023. However, the balance differs
with the recomputed balance of Kshs.17,029,871 by an unexplained and
unreconciled variance of Kshs.82,605.

iii. The Note reflects a balance of Kshs.208,390,085 in respect of total depreciation
and impairment as at 30 June, 2023 which differs with the balance of
Kshs.208,492,460 reflected in the previous year's audited financial statements by
an unexplained variance of Kshs.102,375.

iv. The Note reflects a balance of Kshs.1,743,826 in respect of equipment and
computers’ net book value as at 30 June, 2022. However, the balance differs with
the recomputed balance of Kshs.1,787,321 by an unexplained and unreconciled
variance of Kshs.43,495.

In the circumstances, the accuracy of the respective balances could not be confirmed.

1.2. Failure to Revalue Assets

As previously reported, the statement of financial position reflects a balance of
Kshs.69,576,078 in respect of property, plant and equipment and a zero balance in
respect of intangible assets. However, review of the assets register revealed that assets
with a historical cost of Kshs.253,090,322 were fully depreciated but still in use. This was
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contrary to the provisions of Paragraph 29 of the International Public Sector Accounting
Standards (IPSAS) No. 17 which states that revaluation shall be made with sufficient
regularity to ensure that the carrying amount does not differ materially from that which
would be determined using the current value at the reporting date.

In the circumstances, the valuation of property, plant and equipment balance of
Kshs.69,576,078 could not be confirmed.

1.3. Unaccounted for Information and Communication Technology Assets

As reported in the previous year, the property, plant and equipment balance includes an
amount of Kshs.12,449,614 in respect of equipment and computers which further includes
a balance of Kshs.1,665,000 in relation to fourteen (14) laptops and three (3) tablets
issued to Board Members whose terms ended in 2020 and staff members who had left
the Authority. Review of the status in December 2024 revealed that one tablet and three
laptops valued at Kshs.405,000 had still not been accounted for. Although Management
indicated that they have contacted the persons who were issued with the assets, the
matter had not been resolved as at the time of the audit in December, 2024.

In the circumstances, the accuracy and existence of equipment and computers balance
of Kshs. 1,665,000 could not be confirmed.

2. Unsupported Interest Income

The statement of financial performance reflects an amount of Kshs.49,029,256 in respect
of other income which, as disclosed in Note 9 to the financial statements, includes an
amount of Kshs.9,652,558 in respect of interest income. However, Management did not
provide details of the associated investment including a certificate from the investment
holder confirming the balance as at 30 June, 2024, if any, and interest earned during the
year.

In the circumstances, the accuracy and completeness of the interest income of
Kshs.9,652,558 could not be confirmed.

3. Use of an Expired Service Level Agreement

The statement of financial performance reflects an amount of Kshs.122,519,797 in
respect of use of goods and services which, as disclosed in Note 12 to the financial
statements, includes an amount of Kshs.10,406,446 in respect of ICT services. Review
of a Service Level Agreement contract for the support and maintenance of an Enterprise
Resource Planning (ERP) System with a vendor through Tender no PPRA/02/2021-2022
revealed that the contract was effective from 01 November, 2021 to 31 October, 2022
with an automatic termination on its anniversary unless renewed for a further negotiated
period upon agreement by both sides. No evidence of a contract extension was provided.
However, the Authority paid maintenance fees amounting to Kshs.571,130 for the period
November 2023 to October 2024 long after the contract had expired.

In the circumstances, the validity of the expenditure of Kshs.571,130 in respect of an ERP
system maintenance fees could not be confirmed.
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4. Inaccuracies in the Statement of Cash Flows

The statement of cash flows reflects a cash inflow of Kshs.159,449,423 in respect of
increase in deferred income, which however, differs with the recomputed cash inflow of
Kshs.157,434,673 by an unexplained and unreconciled variance of Kshs.2,014,750. In
addition, the statement reflects a cash outflow of Kshs.22604,584 in respect of
acquisition of tangibles assets. However, the amount differs with the balance of
Kshs.21,614,600 reflected in Note 19 to the financial statements as additions to property,
plant and equipment. The resulting variance of Kshs.989,984 has not been explained or
reconciled.

In the circumstances, the accuracy of the statement of cash flows could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIs). | am independent of the Public Procurement Regulatory Authority
Management in accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAI 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.

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

The Directors are responsible for the other information set out on page 2 to 60 which
comprise of Key Entity Information and Management, the Board of Directors, Key
Management Team, Chairman’s Statement, Report of the Director General, Statement of
Performance Against Predetermined Objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Report of the Directors and 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 Authority'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. Non-Compliance with Statutory Minimum Net Salaries

Review of the payroll for the year, revealed salary deductions and recoveries for eleven
(11) staff members that exceeded two-thirds (%5) of their basic pay contrary to the
provisions of Section 19(3) of the Employment Act, 2007 which states that without
prejudice to any right of recovery of any debt due, and notwithstanding the provisions of
any other written law, the total amount of all deductions which under the provisions of
subsection (1), may be made by an employer from the wages of his employee at any one
time shall not exceed two-thirds (34) of such wages or such additional or other amount as
may be prescribed by the Minister either generally or in relation to a specified employer
or employee or class of employers or employees or any trade or industry.

In the circumstances, Management was in breach of the law.
2. Failure by the Authority to Issue Quarterly Market Price Indices

Review of the Authority’s records and information revealed that, despite the Market Price
Index being a critical regulatory tool for determination of value for money in public
procurement, the Authority had not conducted market price surveys for the last three (3)
financial years. This was contrary to Section 54(3) of the Public Procurement and Assets
Disposal Act, 2015 which provides that the Authority shall issue a quarterly market price
index as a reference guide to assist accounting officers make informed price decisions.

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 effects of the matter 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

Failure to Update the Fixed Assets Register

Review of the Fixed Assets Register provided for audit revealed that it did not contain all
the required information including the assets’ tag numbers, physical location of the assets
and the officer under whose custody the asset is placed.

In the circumstances, the lack of an asset register can lead to asset losses, inefficient
management of assets, inaccurate financial reporting, compliance issues, difficulties in
insurance claims and suboptimal decision-making.

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 the Board of Directors

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
Authority’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.

The Board of Directors is responsible for overseeing the Authority’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
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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
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.

T

Fcpﬁ%. CBS

AUDITOR-GENERAL

Nairobi
27 December, 2024

Report of the Auditor-General on Public Procurement Regulatory Authority for the year ended 30 June, 2024

7



™



