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R EP0R'l' Ol"'l'l l E,\tlt'i l't'1)t( -(l t,NI,:tr A t. ( r:61 t,r)tiA.fIOltt; )|ilr': r(ENyA NA',r'ror{Ar. LXAi\rrir, TToNs r.:0irttr:i r.'r.0n3() .lt,i\ili l ggg
oi,l

'l'l I t.j

'l'llti ACcot,N't,s ot'
Yt,:AR tiNDtil)

I lt;rvc ux'll;litrtl(l tlrc: ac<:orrut.'; of tlri, l(criya tiatjonal Exanri,erLtonsCotlrtcil- f or ttie ),ear entlerl .i() .Iune f vig in accordance r,rit[rsection 13 (3) oi. the l(eryr f{aLional ixamin,,tions douncir Act,1e80 as amen<red-lry the nxc'reqir;;-;;; niiaii n.rl (cii'412). rlraVc obtained al.l 
- the inf or,nrti.on and explarra.l-ions t.hat r harrertrqLli re<l f rlr thr.e purpose o i-. rll), ar.rctiil. -proper 

boclks of accounthar"e l>een r<en t, by' the co1111: i r a.<r ih; 
"".oiin i"'-"r"-ii agreement.tltcucr'ri ch. L.*.u[rt for t:.; nirtters reIdr-rec] to r.,eieILIow, inIi opiljon, the accounrs ruiriclr trive-;;;; preparecr uncler thehisEorical cost conveutiur'r, rvhen .1.oJ-i"*;thlr wittr 

-itre 
sul)portingttotes, give a Lrtte an<l fair vierv of tlre sEate of affairs of thecotrncil for the ),ear e'ded 30.iune 19s9 ancr of r.ts-surprus fortlrc ),car enrlecl on tlr:r t rlrr tr:.

1 . II I X ED .qS:J i,;,I'S

'Ilre coul'tcil's fixerl asseIs cf Ksl.rs^.Lqr()49r116.90 as at30 .rrrne 198') incru<re r(shs .2,577,?)i:;i b"i;;-in" ,Iruu of rivcresidential hottses ot,,necl by the 'Corrnci.l l>rrt'-f or- wt,icn no t j.bl.e<leerls have been seeu. I amr. _theref;;;, ancr i.rs $ras trre case j..tlre previous..),eaL', sLirI unalrr.e Lo.,rnii,,* the ori,ersntp of Lhefive properties. The dcr.:6s51gs ctf. tIi'council f,r the year1988/89, like lhose for Lhe previous years, cro not sEilrincorl>orate r-he value of Lssets I.,as.se;l on ihe councir by tl.refortner East Afri.can Examinations'corrrrcil at it; iii."rporationafLer the breat-.p of thg n.rv defunct r\frican co;;i;;i;t:Accordi,^rg1v, Llre councilts tj.*ed assets or rsrrs .iirstro'rl16.90as a L 30 'Ittne 1989 are untlers ta tecl to the ex ten i-oi the value ofthe excluded asseLs. ltoreorrer r the Cotrncil rlicl not maintain antrp-Eo-date R.ej ster and, r tvas ap,ain urral>le Eo conf irm Lhephysical existence and or.inersrrip of scnre of it"-u;;;t. and torelate Lhe saurrl to Lhe f i.re,i asiets neL l>ook vatue 
-oi

[:!:,14r949r11(;.90 r:eflecIe.l on the Balance Sheet as 6t 30 .Iune1989.

The Cotrncil. has still not fo11c.rr,'ecl the laid dorvn 1>rocuremenE
1>rocedures rvhen 1>uuctrasing gcrods for its use. l)uri.ng the year
ende<l 30.lrrne I969, the Corrncil 1>urcirase<l materiarls r.rorttr
l(slrs.l r20?,ii7'r.00 rii.thorrt cal I ini l=or tenrlers or quotaIions.

2. HONORAR IA PAYME.N'I'

rn my previous years' repolLs. for tlu years tgg6/gl ancl L9g7/gg,r expressed concern over the i rrcgular- nranner in r.lhich theCouncil made [)a)'tnent of houora-r--ia-allorvance to its senior officers
purp?rtedly for-working outside their nor:rnal- workint hour".Despite my _concern ovei thi.s irrcgular practice, thE trenclcontinued during thg year_1988/89-in thir a rorit of Kshs.L17O3r110
tla:. paid as hottoraria to Counci l rs Sen j or Of f icers. As previouily
indicated, the-payntents r\,c:re rnacle irr '[urnpsLlm withcut any analysis'
as to hors the lunrpsum had l>cen calctrlated.

3 . PROCI.IR EMEI'IT



sirllarly Iorrr. f irms. supplied s!,ationery r{orrh Kshs.90r13l .zo
wi LhotrL corrPcLitive bids. As a result 6f these irreguiarities,r was unable to confirm r,hetl'rcr or not Lhe council o6taineclvaltre for nroniry spent, i.n tite goocls.

2

4.

The

IIANI(/CASII I.}AI.ANCUS

examinaLion of
30 June 1989

Bank Reccnciliation Statement for therevealed the folloruing discrepancies:
year

ended

(a) There rsas an
in the cash
amoun t rrnder
produced for
recorded.

( t,;

(.)

5 . DI SIIONOUREI) CHEQUES

amount of l(shs.4,400 1296.75 not recorded
book but r'rtrich was derioted as ',cheques for

Ksl'rs . 20,0()0,00" . T[rese cheques *uere nei theraudit vertfication nor hrere'their numbers

Tlre counci t has not hce n abl.e to i <lenti f y anot,her arnountof l(sl'rs .5731000.00 wtrich rvas drar,,n f rom tn" Bank but, rvasapparently -noE recorclecl in Ehe cash book and has not beenaccounLerl for in any manner.

Cheques totalling Kshs 3,191.15 cashecl inbetrueen.Iune 1985 and Decernber 1985 havefor in the cash book anrl the Council hasiclentify Ehem.

As a result of the foregoing discrep
conf irm the correctness of itre bankT
[:t,:. 33,919,8 57. 50 appearirrg on Lhe
30 June 198,).

Ehe Bank
not been accounted
not been able Lo

ancies, I was unable to
cash belance of
Balance SheeL as at

The
inc
dra
che
rep
act
che

6

I
w
q
t

council's debEors of Kshs.rT,026rgg4.g0 as at 30 June 19g9
:,1:^[r-!::1fl?5,034.30,.r:eing ltre value of <lishonoured chequesn between the yeac 1982 and Eebruary 1999. Arthough theseues have nor,r become stare: and can only be collectel throughacements, I am not att,are of any good reason why ef fectivEon had not been taken to iecovLr-the amounLs of dishonouredues immediately Ehe che,iues hrere dishonoured.

SUSPENSE ACCOUNT

i
q

The Balance Sheet as at 30.J,rne 1989 reflects a suspense account
amounting to Kshs.395, 779.L0 r,rhich according to t,he' council t sexplanation relates [o cumu]aEive differencEs in Ehe account,s tothe period 1981i82 and 1986/87. The Council has not identifiertor explained the nature of tl:j.s dif ference and in the ci.icJmitan".s,I am unable Lo confirm the c;rr-rectness of the Councilrs Balance
Sheet as at 30 June 1989.

AUDITOB-GENERAL fcof,lonerroNs )

13th September, 1990
2
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SIIOITT - TBTTM ITiIVESTMENTS

No.TT: 2

tl('l'-'l'Ul(l't I NVIiS'l'M!:N'l'S

'l'rans-NaLiontrI [...i"nance Co.

Jimba Credit Corporatiqn
Kenya Finance Corporation
City Finance Lt.d.
National Industrial Credit
Xenya Comnrcrcia I ' !-inance Ltd.
Savings & Loan (K) Ltd.
llouslng Finance Cornpany of Kenya

Standard Chartered Acceptances Ltd.

NOTE 3 D}:BTOIiS

Ministry of liducation
Temporary imprest
Interest receivable
Returnqd cheques RD

Intere.;t on SEPU loan accrued from
1. 1. 81-30 . 6.89

Staff llotor loan
Kenya Polytechnic
Sarlary advancc,
Income tax wiEholdinE tax

925 ,200.65
50,577 r 368. 15

9?61499.80
/.2 ,089 .22L.70

20 ,000, 000. 00

10,000 r 000.00
30,000 r 000.00
30r000r000.00
r0r000r00o.00

154r568r290.30

L ,467 ,29r. 10

1, 550 , 703 . 45

LL r775 ,4t11.65
1, 155, O3i. oo

225 r 000.00
84 , g0g. 00

153, t[60.00

72 r237 .45
542 r 819.75

L7 ,026 r 895. tl0.

fi-

6



I

N(}rH 4 $lt!i!?"{stltlE

St.af f ConE. RSSl.l

Audit [rees

L:.A. U.C.
Stale cht-lgues

Retirement benefits
PAYE

Insurance
!,[is'ce Ilaneorrs deduct ions

Norq s

Incorne and expenditure A/c
Itirlaar.:r: b/cl lsL .Irrly, l.9tl7
l'r ior yr . uil j trs tiuun l-

Surplus 1988/tt9

Balance carri.cl forward

NO'rE 6 EXAttl}lATION FEES

KCPII

KCSE

KACE

PTE

technictr I
Business

NOTE 7 OTI{BR INCOME

Surplus on miscellaneous exams.

Rent
Interest on Fixed Deposits
SaIe ot publications
fn{. -cst <.ln SEPU loan

1, I05. 00

25,000.00
4 , ood, ooo. oo

2 ,4(t9, 507 .00
45 ,675.25
L4 ,465.25
3,077.20

54 , rs0 .60

6 ,612,980.85

-

L23,755,075.20
J3,062,794.9A

I10, 592,280. 30

9L,296 r 576. 35

20L,988,855.55

29 ,338 r 950.50
1r9 r 946,8r7.50
19,892,25L.L5

7 ,87 4 ,940.00
5,353,034. 35

3, 147 ,601.00

I85 r 553 r.49{.50

5.55 r 067 .75
82,800. 00

7r190r451.00
1,9.7 9,402.10

30,000.00

7

9,837 ,720.85



NOTL'i B

Ilccurrerrl- q1ranLr:

No',ft:9 PIIRSONNII,

from MinisLry of Buuuation

BXPL]NSES

7L,254,7 54.00

10,758 r 891.30
4,6L4 r 388.05 .

97 4 ,708. 90

384 ,932.50

L6,732,92\r.75

Personne I enro.l.trrnerrts

ExLra-clcrical assis l-ancc

Medical expenses
Contributions to F.S.S.U.

NOTE IO OFFICE ADMINISTRATION EXPENSES

Passages & leave expenses
Transport operating expenses
Travelling and accomodation
I,<>st-s & Tele<_;rams

Telephone expens€:s

Of f icial entertainment
Electricity and water
Security expenses
Purchase of stationerj
Cleaning materials
Bank charges urrtl ledger fees
Audi. t f ees

Maintenancc of plant and equipment
Miscellaneous charges e sundry'expenses
St-af E training
Arlvr:r-Lisi nr; & ptrl:l ici.Ly

NOTII I.I NXAMINATION EYPBNSES

KCPB

KCE

KACE

PTE

'Iechn ica I
Bus iness
InvicJil ation ;rncl supdrvision

199, 258.75
1r031r592.90

7 28 ,37 L .25
350,454.50
727,771.15

33,250.75
L02,I89.25
249,934.30
7 20, 853 . 5O

5, I17. 00

657 ,324.95
25,000.00

882 r702.20
, 635 ,782.40

347 ,033.20
654,779.50

7 ,35I, tl 15 . 50

2L,903, 182. B0

2,037 ,973.40
14,597 t461:05
3,504 ,249.75
6,2A5,334.15
5,I4 3 ,922.05

15,527 r99I.35

I



ConpuLcr charges
ll i r:r: of h;r I I s

NOTE 12 TEST DEVE:LOPT,IENT

Pri.nting and pubI.i.sl:ing
Setting
Modcration
Committ,ee expenscs
Examinat.ion panol & awards ncetings

4 ,7LI,613..35
I39,750.00

74,9IIr477.90

57,07 2,538.05
I, 860, 750. 10

4,089r905,40
2 ,7 Crz , zLZ .30

322 , L97 .25

66,1.07,503.10

NOTE 13 STAT.F TIOUSING AND Or.rICE ACCOII{ODATION

Rents & rates senior staff housing
Repair to Council houses
Rents & rates to office accomodation

3,006,847.85
623 ,653. g0

5,703,017.30

9, 333,519. 05

9



r_",v_mffi

Balance 1.7.89 Dr.

Overstat,ement of Expenditure in
Cash Book L98l/82, 85/Ae

F OkelIo's Salary Advance
erronuously rcf l.ected as out-
stand ing

Credits

Understatement of Cash Book

Ex1:enditure due ro casting
errors in:- (i) 83/84

(ii ) 84/as
Debit Balance

susPBNgE nccoutuT 30.6?99

Shs

3r 141r 074.00

I0,000 .00

3, 095,247 .60
1,226.2

Shg.

l, 566, 16I. 60

3,r5r,074.00
4 r7L7 ,235.60 '

08.90 4,32L. A 56.50
395 r 779. I0
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(i)

cototElrts oI{ TEB
ACCOT'XTS FOR TEE IEAR EI{DED 3OrE i'I'f,E 1989

1. FIXED ASSETS

(ii)

A11 documents pert.aining to purchase of the council's fiveresidentiar houses are availabre in our offices. However,the title deed for the houses have not been received by ui
because the lqwyer who handLed the transactions stolpedpractising whire the firm responsibre for the development
and sale of the houses, namery Nyumba Enterprises wou-nd upafter completing transactions on the properties they ha-cl
develooed. we have however compreted the necessary offlcial
forms in order that the Ministry of Lands can piocess andissue the title deeds to the KNEI. we have alsb contacted
the successors of yt/s Nyumba Enterprises nameLy M/s Nairobi
Homes Ltd about processing of issue of the titre deeds andthey have agreed to play their part in this regard.

valug of. Assets rntrgrited from the former East African
Examinations Council

The fixed assets of the Kenya National Examinations councilat its inception were varued and their varue recorded in the
1980/81 Annuar Accounts which were subsequentry audited.
The fixed assets included those inherited from both theformer East African Examinations councir and the former
Examinations section of the Ministry of Education. Thevarue of these assets has since then been brought forward
in the eubsequent financiar years after ippropriate
depreciation.

Records of fixed assets maintained by the East African
Examinations councir for its regional office in Nairobi werekgpt in the (EAEC) Headquarters in Kampala. Since thedisorution of the now defunct examining board, it has beeninpossibre to retrieve these records inspite of determinedefforts. A rist of the assets inheriLed from the EastAfrican Examinations councir was however drawn up after theinception of the Kenya Nationar Examinations c6uncil withthe assistancg of I9ry. personner who had served for manyyears in the East African Examinations council. The risl
incruded arr the items whose varue was included in the
audited accounts for the 1980/81 financial year

Fixed Assets Register

The councir now maintains a Fixed Assets Register. An
Accountant rr has been charged with the responsibirity ofmaintaining the regieter.

(iii)

1I
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2 EOTORTNIT PAIUETT

The council payg honoraria to eenior staff in accordancewith the counci| s terms and conditions of eervice section8.10.2 which reads:-

'An employee in Job Group 'H' and above wiII notqualify for overtime allownace since etaff members in
!ti? cat_egory are normally called upon to perform
duties of a eupervisory nature and this-factor ii takento account in their remuneration. However, inexceptional circumstances where an officer is engagedin speciar duties of which he is required to wor[, ior
lengthy periods in excess of normar -working hours and
he cannot be given tine off in rieu, consideiation willbe given by the Council for grant to him of an
honorarium which will be determined on the merite of
each ca6e'.

Determination of the payments is baeed on the counci|
Finance and General purposes committee authority of March19th 1986. The Authority states:-

"The councir paya honorarium to officers in Job Group'H' and above when required to put in extra work i;processing of examinations. rn view of the fact that
processing _ie a demanding task, the Committee approvedthe rate of- 75 _cts per script aa a basis for working
out honorarium for officerg on Job Group 'H' and above.

A copy of the authority was made avairabre to the audit team
and it is therefore not cl-ear why you etate that payment of
she. Lr7o3r 110.00 wae made withoui the authority of tie Boardor Government.

rt ehourd arso be noted that according to chapter 225A ofthe Lawe of Kenya, menberahip of the counci| e Finance and
General Purposes Committee ie ae followe:-

The Permanent Secretary, Ministry of Education;
The chairman, Kenya National Examinatione council;
Bhe Director of Educationi
The Chief fnepector of Schoole;
Representative of the senate of univereity of Nairobi;
and
The Council Secretary.

The work for which honoraria ie paid invorvee handling oflive examination papers and piocessing of candidaf,e's
examination resurts. For reagons of aicountability andsecurity, onry a restricted number of eenior profeeelonalofficers of the council can participate in euih sensitiveoperations. Deadllnee for the work are very etrict as thecountry's expectations for timery conduct of examinationa
and iseue of reaulte have to be met.

l2
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3 PROCUREHETTS

The material- procured at a coet of Kehe.1or602ro?7.40consisted mainly of rocarry printed -question-'pl!2rc 
andanawer booklete.. Although Ehd auditore conaidered anBwerbooklets for. inetance, {o be "on-"1u""ified miieriar, thecouncil coneiders them as crassifi"a i"a tnerCioie-euujectto secur*ly procurement. Each of the un"r", booklete bearsthe specific subject 

-co_de, -nare and yeai of the examinationand must be accounted for-duri-ng-and 
"tt., priniing.' ThiEprecaution is.taken a-e part of Lhe neasored tor piEvention

9.f irrggurarities in the exrninatione. rt must ue aipieciatedthat the secu-rity of examinations i"-"t p".".t"if-Ion""rntq the councir and the Government because- the validity andreriability of t,he reeurts of nationar-exaninatione aependeon it.
rt is incorret to allude that the unit coste for itemsprocured locarly through tre eecurity piocur"ment procedurewere fixed by !h. printing firm. ' hh. prices -nid- 

beencompared with thoee of other firms with'taciri[iee forsecurity printing. .proposed increisee fron ;;;;1;;; unitprices xrere areo iationa-rieed on ttrJ-uaEio ol -";t;;;;mbere
of pagee for each document and prevairiog trende Jt--friceeof raw materiars. For inetancer- when the maximum number ofpageg for each KCE answer bookret ueed to b;-ir--iin-'rgact,the. unit price wae shg.1.10.. ttowever, tnJ -unit'fiii. ,."reviewed-upw_ard to She.1.40 in 1982 wtriir the Council decidedthat each of the bookretE wourcl be io--p.g.". rn each caacof eecurity procurement, a contract i; drawn, 

--inaicating
among other thinge, the unit pri.ce.
rmpreete'were iegued in the course oi the year for purchaseof iteme whoe-e quantitiee were too enarr to warraut
lendering-or rho_se which-could ger_ 

"p"ilJa-it- tuei ysrebought and etored. rtema such a6 crJining aeterginis andfelt pens fert in rhie category: - cfibetitivi-u'r-a" rsrchorever _aou-g!r from aeverar iupirier" -6lr"i. 
por"-uiic raamade. Beeide.e entering detaiii oi pi""uremsnt of theeeiteme in the atores ledg6r, a Beparate record of thc dctarrrof the iteme waa r{nt - uy -fh;--or}i"er cuiigca virhreeponeibirity- o!_ purcf,aeing- them. goth recoiaJtJrc anaare atirr avairabri in our 6ffices tor your ecruttny-.'

Brrl/c,rsE eu.rrcEs

Tbe councir hae.e:rptaineq qo'your officc rcpcatcdly that aBank Reconciliat-ion like - a rr-rar -Brid;; 
mugrbalance/reconcile. rf not, the.cauec(a) qrlat ue eought.once identif ied, 

- 
thg_ 

_ 
f iguiee wrll.'-ud- 'rctrict.a i, rhereconclllation and wirr rimaln outstindrng uatlr 

"o"rr- 
timethat .the-y are clcared b-y elth"r a"-urirol or crcditing thecaeh book. Therefor-e, tf,e uec oi ttre-r-.rro' .f1d;;iilirt.a

aa m6re balancing figrur?i_l i" in ouryi., nieleading andunfaLr. rn fact, _yo_91 office trae not "b""itill-iiilii .t.so called Lneertld- figuree..

I
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We wish t,o diseagree with your assertion that the Council
has not been able to identify an amount of Kshs,S,746.Zs
shown as 'cheques not seen'. This statement is misleading.
Our June 1989 Bank Reconciliaiton has no such figure.
Please elaborate further and 1et us know where you got the
figure from.

Attempts are being made to analyse the figure of
Kshs.4,400,296.70. As regards the amount of Kshs.573,0O0.OO
the Council has made efforts to retrieve the cheques
payments journal and other related documents from the Kiambu
Resident Magistrate's court where they have been held for
an on-going case for the last four years.

5. DISEOTOURED CEEQUES

As at 30th June'1988, the refer to Drawer Cheques
stood at Kshs.L,278,774.30. During the financial
1988/89, the Council managed to recover an amount
Kshs.12L,410.00 thereby Ieaving a balance of
Kshs.1,147,364.30 relating to the years L98Z/83

figure
year
of

\

L997 /88.
In addition to the above, the Council has in the current
financial year recovered Kshs .29,990.00 relating to the year
1988/89. It is therefore clear that the R.D. cheques figure
is being reduced. The Council's efforts shoul-d be
appreciated.

6. SUSPEI{SE ACCOI'NT

The Council's accounts for 1989/88 and L9BB/89 did not
reflect any suspense account. The suapense figure of
Kshs.395r779.10 is the cumulative balance b/f from the
accountg of 1986/87 backwards to L98L/82. Further
adjustments to the remaining balance wiII be reflected in
the accounts of 1989 /9O.

The Council however feels that if you must incLude this
qualification in the certificate, then you should re-frame your
statement so aa to give a true and fair picture of the actual
situation.
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