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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 Judiciary set out on pages
1 to 32, which comprise the statement of financial assets and liabilities as at
30 June, 2024, and the statement of receipts and payments, statement of cash flows and

Report of the Auditor-General on The Judiciary for the year ended 30 June, 2024



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 Judiciary 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 (Cash Basis) and comply with the Judicial Service
Act, 2011 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1. Unsupported Compensation of Employees

The statement of receipts and paymentsreflects employees costs of
Kshs.14,050,247,576 which includes personal allowances paid as part of the salary
amounting to Kshs.4,894,681,873 as disclosed in Note 3 to the financial statements.
However, personal allowances amounting to Kshs.182,390,324 and leave allowances of
Kshs.131,318,155 were not supported by ledger and payroll analysis. Further, review of
payroll data revealed that, The Judiciary had a total of eight thousand three hundred and
thirty (8,330) and six thousand and fourteen (6,014) members of staff as at 30 June, 2024
and 30 June, 2023, respectively, indicating an increase of two thousand three hundred
and sixteen (2,316) employees during the year. The list provided for new contracts
revealed one-hundred and thirty-six (136) additional staff members resulting to an
unsupported variance of two thousand one hundred and eighty (2,180) employees.
However, the recruitment and records for the additional staff were not provided for audit
review.

In the circumstances, the regularity, accuracy and completeness of the compensation of
employees amount of Kshs.14,050,247,576 could not be confirmed.

2. Unsupported Foreign Travel Subsistence and Training Expenses

The statement of receipts and payments reflects use of goods and services expenditure
of Kshs.6,528,902,111 as disclosed under Note 4 to the financial statements. Included in
the expenditure is foreign travel and subsistence of Kshs.213,863,129 and training
expenses of Kshs.55,298,426. However, review of records revealed payments amounting
to Kshs.37,778,400 paid to a firm for air tickets which was not supported by invoices and
boarding passes. Further, during the year under review, The Judiciary spent an amount
of Kshs.55,298,426 on training expenses. However, the expenditure was not supported
by an approved training plan, training needs assessment, approval and list of employees
nominated for the trainings.

In the circumstances, the regularity, accuracy and completeness of foreign travel
subsistence and training expenses totalling Kshs.93,076,826 could not be confirmed.
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3. Variances Between the Comparative Balances and Prior Year Audited Financial
Statements

Comparison between the 2022/2023 audited financial statements and comparative
balance of the financial statements presented for audit revealed variances as shown
below:

Balance as
Per Audited
Financial 2022/2023
Statements Financial
Balance Statements Variance
Description (Kshs.) (Kshs.) (Kshs.)
Statement of Financial
Assets and Liabilities
Bank Balances 85,320,110 8,186,097, 574 | 8,100,777 464
Third Party Deposits 0 8,100,777,464 8,100,777 464
Statement of Cash Flows
Cash and Cash Equivalents 62,119,764 6,718,069,286 | 6,655,949,522
at Beginning
Cash and Cash Equivalents 85,320,110 8,186,097,574 | 8,100,777,464
at end of the year
Bank Account Balances Note 64,375,639 8,186,097.574 8,121,721,935
B6A
CBK 1000589377- 0 728,448 399 728,449,399
Development Judiciary Fund
CBK 100082342 Deposit The 0 50,279,333 50,279,333
Judiciary
Various Commercial Bank 0 7,322,048,732 | 7,322,048,732
Balances
Kshs.55,373,565 Unspent 0 55,373,565 728,449,399
Funds (AlEs and Imprest)

In the circumstances, the accuracy and completeness of the financial statements for the
year under review could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of The Judiciary 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.

Emphasis of Matter

1. Pending Bills

Note 12.1 on Other Important Disclosures reflects pending accounts payables of
Kshs.872,100,944 which was not paid during the year, but instead carried forward to the
2024/2025 financial year. The balance includes pending payables of Kshs.82,455.478
relating to 2022/2023 and prior years and an amount of Kshs.791,432,670 or 91%
incurred in 2023/2024 financial year.
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Failure to settle bills in the year to which they relate distorts the financial statements for
the year and affects the budgetary provisions for the subsequent year as they form a first
charge.

2. Low Absorption of Development Budget

The statement of comparison of budget and actual amounts for development funds
reflects final budget of Kshs.1,450,000,000 and an actual expenditure of
Kshs.929,561,636, resulting in under-utilization by Kshs.520,438,264 or 33% of the
budget. Management attributed the under-utilization of project funds to internal capacity
challenges which led to contractors failure to resume work due to the rising costs
associated with inflation, delayed procurement processes and delays in certification of
works. However, there was no evidence of plans to build capacity to address these
challenges.

In the circumstances, the effectiveness of The Judiciary’s programme aimed at providing
critical infrastructure for social transformation through enhanced access to justice may be

delayed.
My opinion is not modified in respect of these matters.

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 of my report, | have determined that there are no
other 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 has not provided satisfactory reasons for the delay in
resolving the issues.

Other Information

Management is responsible for the other information set out on page iii to xxvi which
comprise of Key Entity Information and Management, Statement of Governance,
Statement of the Chief Registrar of the Judiciary, Statement of Performance Against
Predetermined Objectives, Achievements Against Key Strategic Objectives Management
Discussion and Analysis, Environmental and Sustainability Reporting, and the Statement
of Management's Responsibilities. The Other Information does not include the financial
statements and my audit report thereon.

In connection with my audit on The Judiciary’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, |
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conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

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. Avoidable Payments

The statement of receipts and payments reflects use of goods and services expenditure
of Kshs.6,528,902,111 as disclosed in Note 4 to the financial statements. The expenditure
includes other operating expenses of Kshs.880,106,087, out of which Kshs.100,000,000
was in respect of partial payment of arbitration award to a contractor involved in the
construction of the Lodwar Law Courts under contract No. JUD/028/2012-2013. Records
indicate that The Judiciary was sued by the contractor for breaching contractual
obligations, which delayed payments and termination of the contract. The payments could
have been avoided if The Judiciary adhered to the contract terms.

In the circumstances, the regularity and value for money of other operating expenses
amounting to Kshs.100,000,000 could not be confirmed.

2. Non-Compliance with One-Third Rule on Basic Salary

Review of payroll data revealed that, during the year under review five hundred fifty-one
(551) employees earned a net salary of less than one-third (%) of their basic salary. This
is contrary to Section 19(3) of the Employment Act, 2007 which states that public officers
shall not over-commit their salaries beyond two thirds (24) of their basic salaries.

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

3. Non-Compliance With Law on Affirmative Action

Review of payroll data for July,2023 and staff establishment revealed that, The Judiciary
had six thousand two hundred and ninety-nine (6,299) staff members during the year, out
this only one hundred (100) staff members or 2% were people with disabilities. This
percentage falls below the 5% of the staff members contrary to Article 54(2) of the
Constitution of Kenya (2010) which requires that persons with disabilities should make up
of at least five percent (5%) of the workforce.

In the circumstances, Management was in breach of the law.
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4. Non-Compliance with Staff Establishment

Review of records revealed The Judiciary has an approved staff establishment of ten
thousand one hundred and six (10,106) against an in-post of six thousand eight hundred
and eighty-two (6,882) resulting in a deficit of three thousand two hundred and
twenty-two (3,222) or 32%. Further, the magistrates and judges approved establishment
was one thousand five hundred and forty-seven (1,547) against those in-post of eight
hundred and twenty-six (826), resulting in a shortage of seven hundred and twenty-one
(721) or 47%. Further, thirty-five (35) cadres with an approved total establishment of eight
hundred and sixteen (816) in seven (7) job groups had staff in-post of one thousand five
hundred and forty-six (1,546) resulting in an overstaffing by seven hundred and thirty
(730) or 89%. The non-compliance with the staff establishment may affect service delivery
to the public.

In the circumstances, the effectiveness of the internal controls and the regularity of human
resources management processes could not be confirmed.

5. Failure to Operationalize Courts

Review of documents provided for audit and inspection of the court stations revealed that
The Judiciary had one hundred and seventy-five (175) courts that had been gazetted.
However as at 30 June, 2024, one hundred and forty-one (141) of these courts or 83%
were operational. Among the non-operational courts were eleven (11) that were
established in 2020 in Zombe, Borabu, Matiliku, Usigu, Kasarani, Masinga, Manga,
Garbatulla, Marigat, Kikima and Kobujoi. However, no records were provided outlining
any plans to operationalize the remaining Law Courts.

In the circumstances, the effectiveness of service delivery to the public could not be
confirmed.

6. Condemned New Office Building at the Mombasa Law Courts

Records provided for audit indicate that The Judiciary signed contract
No. JPIP/NCB/WORKS/07/2016-2017 with a contractor for the construction of the
Mombasa Law Courts during the 2016/2017 financial year at a contract sum of
Kshs.445,173,323. Construction of the building began in September, 2017 and a
completion certificate was issued in June, 2021. However, audit inspection at the
Mombasa Law Courts and reports from the Ministry of Lands, Public Works, Housing and
Urban Development revealed that the newly constructed court building remains
unoccupied due to significant structural defects which render it unsafe for use. Further, a
final structural assessment report by the Ministry dated 17 May, 2024 recommended the
demolition of the building due to high costs associated with repair works.

In the circumstances, the public did not obtain value for money for the amount of
Kshs.445,173,323 spent on the court building.

7. Failure to Prepare and Submit Bank Reconciliation Statements and Quarterly
Reports

During the year under review, Management did not prepare and submit to the
Auditor- General for review monthly bank reconciliation statements. This is contrary to the
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Regulation 90(1) of the Public Finance Management (National Government)
Regulations, 2015 which requires accounting officers to prepare bank reconciliation
statements not later than the 10" day of the subsequent month and submit a copy to The
National Treasury and the Auditor-General.

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
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. Lack of Internal Audit Reports

There were no internal audit reports provided for the financial year under review, contrary
to Section 73 (3)(b) of the Public Finance Management Act, 2012 which requires a
government entity to have appropriate arrangements for conducting internal audit that
complies with the guidelines issued by the Accounting Standards Board.

In the circumstances, the effectiveness of internal controls, risk management and
governance could not be confirmed.

2. Incomplete Fixed Assets Register

Annex 1 on summary of fixed asset register to the financial statements reflects historical
cost of non-current assets of Kshs.31,770,849,000. Records provided for audit revealed
that twenty-six (26) motor vehicles were disposed during the year under review. However,
the disposal of the vehicles was not reflected in the summary of fixed asset register.
Further, the register was not in compliance with The National Treasury template provided
vide Circular No.23 of 2020. Important information such as date acquired, cost of the
asset, serial number, tag number, asset condition, current value was not included in the
asset register.

In the circumstances, the effectiveness of controls on asset management could not be
confirmed.
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3. Enhancement of Governance Systems for Security Related Expenditures

During the year under review, The Judiciary incurred some expenditure for confidential
security operations. A certificate of confidential expenditure was issued, supported by a
declaration from the Accounting Officer affirming proper use of funds in compliance with
Regulation 101(5) of the Public Finance Management (National Government)
Regulations, 2015.

There is need, however, to enhance accountability of confidential expenditures through
review of the Regulations to clearly define entities eligible for confidential security related
expenditures and to specify what constitutes security related operations. Further, entities
should establish internal oversight mechanisms and processes that include detailed
budget projections and post-operation financial summaries to address risks and ensure
responsible use and accountability of the funds, beyond the certificate.

The measures will strengthen governance, foster trust, and ensure funds are utilised
responsibly without compromising State security.

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 those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
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
Judiciary’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. o

In addition to the responsibility for the preparation and presentation of the 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 Judiciary’s financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
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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 ISSAIs 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

31 December, 2024
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