






























































































































Report of the Auditor-General on Kenya Revenue Authority for the year ended 30 June, 2024 
3 
 

 

v. The statement of comparison of budget and actual amounts reflects final approved 
revenue budget and recurrent expenditure budget of Kshs.39,315,851,000 and  
Kshs.34,567,345,000 respectively. Similarly, the statement reflects final actual 
revenue and recurrent expenditure on comparable basis of Kshs.36,705,404,000 
and Kshs.34,269,443,000. However, the actual amounts have been presented on 
accrual basis, while the budget is on cash basis contrary to Paragraph 7 and 14 of 
IPSAS 24 and the reporting template issued by the Public Sector Accounting 
Standards Board (PSASB). Further, explanation on material differences between 
the budget and actual amounts had not been disclosed as required paragraph 14 
of IPSAS 24.  
 

In the circumstances, the accuracy and completeness of the balances reflected in 
financial statements could not be confirmed. 
 

2.0 Unsupported Administrative Expenses 

The statement of financial performance reflects administrative expenses of 
Kshs.30,839,311,000 as disclosed in Note 5 to the financial statements. The balance 
includes insurance costs of Kshs.403,920,000 which has not been supported with details 
of insurance premiums paid. Further, the amount includes expenditure on printing and 
stationery amounting to Kshs.4,076,000 which was not supported with any documentary 
evidence. 

In the circumstances, the accuracy and completeness of administrative expenses of 
Kshs.407,996,000 could not be confirmed. 

3.0 Inaccuracies in Receivables Balance 

The statement of financial position reflects receivables balance of Kshs.829,047,000 as 
disclosed in Note 10 to the financial statements. The balance includes Kshs.267,693,000 
in respect of staff debtors. Included in the staff debtors is an imprest of Kshs.2,153,057 
relating to officers who had exited the Authority. Although Management has provided for 
doubtful debts of Kshs.1,883,000, the recoverability of the Kshs.2,153,057 remains 
doubtful. Further, imprest of Kshs.508,800 relates to officers who were deceased and 
which Management had proposed for write-off. However, as at the time of audit, no 
feedback had been received from The National Treasury in regards to the write-off.  

In addition, the balance includes prepayments made to suppliers of Kshs.57,653,000 
which further include Kshs.14,424,546 paid to a local company for the supply, installation, 
testing and commissioning of Lifts at Customs House, Mombasa. Although the amount 
has been reflected as a prepayment, certificates of payment and invoices provided 
indicate that the payment relates to partial works already performed and certified.  

In the circumstances, the accuracy of the receivables balance of Kshs.829,047,000 could 
not be confirmed. In addition, the collectability of the debt remains uncertain. 
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4.0 Property, Plant and Equipment Balance 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.33,278,045,000 as disclosed in Note 8 to the financial statements. The following 
anomalies were noted; 

4.1 Delayed Transfer of Assets from Work in Progress 

Note 8 to the financial statements reflects work in progress balance of 
Kshs.3,756,075,000 as at 30 June, 2024.  However, supporting documentation such as 
original contracts and interim payment certificates were not provided to support the work 
in progress. Further, the Note reflects transfers from Work in Progress (WiP) of 
Kshs.257,881,000 comprising of motor vehicles; fixtures and fittings; fiber optic based 
Metropolitan Area Network (MAN); and Enterprise Network Management and WAN 
optimization solution; valued at    Kshs.10,000,000; Kshs.39,653,000 Kshs.163,084,037 
and Kshs.48,042,385 respectively. The completion certificates indicate that the works 
were purchased and works completed between 2020 and 2021. 

However, the assets have been carried in the books as WiP and transferred in their 
respective classes of assets in the financial year under audit thereby misstating the 
depreciation charge for the year. 

4.2 Land Without Title Documents  

Note 8 to the financial statements reflects land valued at Kshs.12,851,064,000 as at          
30 June, 2024.  According to the valuation report for the properties, the balance includes 
13 parcels of land without titles valued at Kshs.2,285,941,000.  Management indicated 
that these properties were at various stages of registration with the National Land 
Commission and Ministry of Lands.  In absence of the titles, the ownership of the parcels 
of land and the developments thereof could not be confirmed.  The Note also indicates 
that the Authority was allocated five (5) plots which have been gazetted as border entry 
points.  However, these plots have not been valued and Titles have also not been 
obtained. Management also indicates that four (4) plots measuring 7.4 Ha and with a 
value of Kshs.44,588,942 had disputes with other Government agencies and that an inter-
agency committee had been formed to resolve the disputes. However, no disclosures 
have been provided in the financial statements. 

4.3  Depreciation of Revalued Assets 
 
Review of records revealed that Management revalued land and buildings; computers; 
motor vehicles; motor boats plant and machinery; and office equipment between           
2022 and 2023. The revalued balances were adopted by the Board and were to take 
effect on 1 June, 2024.  However, no depreciation was charged on the revalued assets 
in the month of June, 2024 contrary to the Authority’s policy on Property, Plant and 
Equipment, which states that assets are stated at cost or valuation less accumulated 
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depreciation and annual impairment losses, and that depreciation is prorated on a 
monthly basis. 
 

In the circumstances, the accuracy and completeness of property, plant and equipment 
balance of Kshs.33,278,045,000 could not be confirmed. 

5.0  Intangible Assets Balance 

The statement of financial position reflects intangible assets with a net book value of 
Kshs.20,052,000 as further disclosed in Note 9 to the financial statements.  Although a 
list of the intangible assets was provided for audit, supporting documentation was not 
provided.  It was therefore not possible to confirm if the assets conform to the recognition 
and valuation criteria set out in paragraph 16 and 28 of IPSAS 31.  

Further, the intangible assets include fully amortized assets with an historical cost of 
Kshs.2,623,384,200 and which are still in use. This is contrary to provisions of paragraph 
96 of the IPSAS 1 which states that that the depreciable amount of an intangible asset 
with a finite useful life shall be allocated on a systematic basis over its useful life.  

In addition, the Note does not provide a distinction between internally generated and other 
intangible assets as required by paragraph 117 of IPSAS 31. 

In the circumstances, the accuracy of the intangible assets balance of Kshs.20,052,000 
could not be confirmed. 

6.0 Excise Stamp Liability  

Note 15 (B) to the financial statements reflects excise stamp liability of 
Kshs.3,625,708,000 which operates on a cost recovery model under Excisable Goods 
Management System (EGMS). However, it was observed that the Authority incurred costs 
due to an imbalanced pricing model for non-alcoholic beverages, where the stamp prices 
are set below the actual cost. This has resulted in the Authority absorbing the costs 
associated with this pricing structure leading to accumulation of debts.   

Further, a stock take report for the stamps as at 30 June, 2024 indicates that 9,686,358 
stamps of unknown value were lost.  However, no evidence was provided on the type of 
the stamps lost, when the stamps were lost and investigations on the circumstances 
leading to their loss. 

Additionally, the Authority had initiated a procurement process for a new EGMS system, 
as the existing contract was set to expire in July, 2023. This procurement process was 
approved by the Board in a meeting held on 23 March, 2023.  However, as at the time of 
audit in December, 2024, the process had not been concluded, and it remains unclear 
whether the Authority will continue extending the contract. 

Further, in a letter Ref: 1071/22/01’A’/(42)) from The National Treasury to the 
Commissioner General, the Authority was instructed to proceed with the handover 
process of the EGMS from the current service provider to the Kenya Revenue Authority.  
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However, the extent of this handover process could not be determined, particularly in the 
context of ongoing contract extensions.  The addendum to the expired contract did not 
clarify whether the handover would include both the software and hardware or whether a 
solution from a new supplier would be compatible with the assets being transferred.  This 
uncertainty arises amid efforts to source a new supplier. 

In the circumstances, the accuracy of the excise stamp liability of Kshs.3,625,708,000 
and the sustainability of the cost recovery model could not be confirmed. 

The audit was conducted in accordance with International Standards for Supreme Audit 
Institutions (ISSAIs). I am independent of the Kenya Revenue Authority  Management in 
accordance with ISSAI 130 on the Code of Ethics. I 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.  I believe 
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my qualified opinion.  

Emphasis of Matter 
 

1.0 Working Capital Management 
 

I draw attention to the statement of financial position which reflects total current assets of 
Kshs.3,940,590,000 and total current liabilities balance of Kshs.13,426,662,000, resulting 
to a negative working capital of Kshs.9,359,144,000. This is an indication that the 
Authority is in a net liability position and may not be able to settle liabilities when they fall 
due. It is also noted that during the year, current liabilities increased significantly by 
Kshs.2,526,780,000 compared to current assets which increased by Kshs.613,708,000, 
a reflection of Authority’s continued accumulation of debts.  
 
 

2.0 Long Outstanding Trade Payables  

The statement of financial position reflects payables of Kshs.10,747,699,000 as further 
disclosed in Note 15 to the financial statements. The payables balance includes 
Kshs.6,742,004,000 in respect of trade creditors, whose balances have been outstanding 
for more than 365 days.  Also Included is Kshs.60,022,000 which relates to invoiced 
amounts by the Administration Police for guarding KRA premises for the period July 2016 
to January 2018 before gazettement of the Authority as a protected area vide Legal Notice 
No.96 of 17 April, 2019. However, records maintained by the State Department for 
Internal Security and National Administration indicates that the bill had accrued to 
Kshs.418,004,000 as at 30 June, 2023, leaving unreconciled variance of 
Kshs.357,182,000. Although management indicated that it was engaging the State 
Department for waiver of the debt, the same had not been granted as at the time of Audit.  

3.0 Amount Due from The National Treasury Not Recoverable 

The statement of financial position reflects amount due from The National Treasury of 
Kshs.17,371,838,000 as disclosed in Note 11 to the financial statements. The balance is 
classified as non-current asset and represents cumulative funding allocation not received 
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by the Authority over the years. The recoverability of the balance due from the National 
Treasury is in doubt. 

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, I have determined that there are no other key 
audit matters to communicate in my report. 
 

Other Matter 
 

Non-Disclosure of the Board Performance and Remuneration  

The corporate governance statement does not indicate the results of the Board evaluation 
conducted by the State Corporation Advisory Committee. Further, there is no disclosure 
of the remuneration to board members individually, the accounting officer and senior 
management as required by Mwongozo code of governance for State Corporations 

In the circumstances, the completeness of non-financial information could not be 
confirmed. 

Other Information  
 

The Management is responsible for the other information set out on page 1 to 59 which 
comprise of Key information and Management; Board of Directors; Management Team; 
Chairman’s Statement; Commissioner General’s Statement; Review of Kenya Regulatory 
and Non-commercial Enterprise; Corporate Governance Statement; Management 
Discussion and Analysis; Environmental and Sustainability Reporting; Corporate Social 
Responsibility; Report of the Board of Directors and Statement of Directors’ Responsibility 
The Other Information does not include the financial statements and my audit report 
thereon.  
 

In connection with my audit on the Kenya Revenue Authority 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 I have performed, I conclude that there is a material misstatement of this other 
information and I am required to report that fact. Based on the audit procedures performed 
and the matters described in my Basis for Qualified Opinion, I confirm that other 
information is not materially inconsistent with the financial statements. 
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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 matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in the Use of Public Resources section of my report, I 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 
 

1.0  Non-Compliance with Authority Guidelines on Internship 
 

Review of the internship records revealed instances where 53 interns were engaged for 
a period of more than two years.  This was contrary to the Authority’s internship and 
attachment policy clause 8.3.11 which states that internship period will not exceed one 
(1) year, but may be extended for a period not exceeding one (1) year, in exceptional 
cases. 
 

In the circumstances, Management was in breach of the Authority’s guidelines on 
internship and attachment. 
 
 
 

2.0  Non-Compliance with the Transfer Policy Guidelines 
 

Review of staff transfers effected during the year revealed that 57 officers transferred 
from hardship areas had served in the stations for a duration of between two (2) and 
seven (7) years while 214 officers transferred from other stations had served in the 
previous workstation for a period of between 4 and 36 years.  In addition, human resource 
records indicate that twenty (20) staff members posted to hardship areas had overstayed 
with some having served for over ten years without rotation.  This is contrary to Section 
8.1 of the Authority’s transfer policy which states that officers shall not remain in the area 
of assignment for more than two years in gazetted hardship areas and not more than 4 
years in all other areas of assignment.  Although Human Resources Department indicated 
that it had issued memos to the relevant departments, no justification was provided for 
the delayed redeployment. 
 
In the circumstances, Management was in breach of the Authority’s transfer policy 
guidelines. 
 
 

3.0 Secondment of Staff to The National Treasury 
 

Review of records revealed that the Authority seconded a commissioner and three senior 
management officials who are engaged on contractual terms to The National Treasury.  
This is contrary to Section B,33 (1) of the Public Service Commission Human Resource 
Policies and Procedures Manual, 2016 which states that secondment of officers from the 
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Public Service to other organizations is applicable to pensionable officers.  Further, the 
staff continued to draw salary from the Authority despite their deployment.  
 

In the circumstances, the Board was in breach of the Public Service Commission 
Guidelines on secondment of staff in the public service. 
 

4.0 Failure to Prepare Financial Statements for Car Loan and Mortgage Scheme 
 

The statement of financial position reflects secure deposits of Kshs.3,155,916,000 as 
disclosed in Note 12 to the financial statements.  The balance is placed as security against 
staff mortgage advances and car loans. However, separate financial statement had not 
been prepared and submitted for audit as required by the  Salaries and Remuneration 
Commission Circular dated  17 December, 2014 on car loan and mortgage schemes for 
state officers and other public officers of Government of Kenya which advised on the 
mortgage benefits for all state officers and other public officers in Kenya.  
 
In the circumstances the Management was in breach of the law. 
 

5.0 Delinking of Kenya School of Revenue Administration from Agency Operations 

Review of records revealed that the Authority owns Kenya School of Revenue 
Administration (KESRA) which was established to enhance the capacity building of staff 
members and provide a learning platform for the public on tax affairs.  However, the 
activities of KESRA do not fall within the core mandate of the Authority as outlined in the 
Kenya Revenue Authority Act.  Further, the School is a registered institution having the 
Technical and Vocational Education and Training Authority (TVETA) Certificate and the 
National Industrial Training Authority (NITA) Approval. However, separate financial 
statements for the school were not prepared.  

In the circumstances, the operations and financial performance of KESRA could not be 
confirmed.  

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000.  The standards 
require that I 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. I believe that the audit evidence I 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, I confirm that, except for the effects of the matter discussed in the 
Basis for Conclusion on Internal Controls, Risk Management and Governance section of 
my report, nothing else has come to my attention to cause me to believe that internal 
controls, risk management and governance were not effective. 
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Basis for Conclusion 
 

Weaknesses in Internal Control Over Management of Authority Information System 
 
Review of records revealed an intrusion on the Regional Electronic Cargo Tracking 
System (RECTS) system between 4 and 14 March, 2023, where 11 alert incidences were 
noted involving a truck on transit. These incidents were traced to an unknown user 
created in the Nakuru Rapid Response Unit, where the alerts were being routed. A report 
by management dated 12 July, 2023 indicated that a staff member, who was the RECTS 
system administrator, had created users in the system. These users were located in 
Nakuru and Eldoret, and were set to receive alerts.  As a result of this intrusion, cargo of 
unknown value was lost. Management indicated that investigations relating to one 
thousand one hundred and eight (1,108) custom entries are in progress to determine if 
there was any revenue loss.  No evidence was provided on actions taken to avert 
occurrence of a similar incident in future.  Further, management has not provided details 
on the culpability of staff members or other parties involved, nor have they elaborated on 
any legal actions to be taken against those responsible. 
 
In Addition, review of records revealed that nineteen (19) individuals were involved in 
tampering with tax payers ledgers to effect irregular refunds. Among the individuals 
involved, one person was not a staff member. Out of the 18 staff members, eight (8) were 
interdicted, four (4) retired, two (2) are deceased and four (4) were dismissed from 
service.  However, details of the taxpayers’ ledgers affected by the irregular refunds, and 
steps taken to recover irregular refunds (if any) or rectify incorrect transactions were not 
provided. 
 
In the circumstances, the effectiveness of Management’s internal controls over 
information system could not be confirmed. 
 
The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.  The standards 
require that I 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. I believe that the audit evidence I 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 (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 
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