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PARI,IANI ENl'ARY SERVICE CON{]VTISSION

AUI)I'f ('OtrI]\IIT'I'EE CHAITTER

I.O BACKGROUND
0rc)

The Parliamentary Service commission^was established in 1999 through the constitution of
Kenya (Amendment) Act, No. 3 of 1 949, enacted on November I l, and assented to by the
President on November 17 , 1999.

PSC's mandate is to facilitate Members of Parliament to carry out their duties as
representatives of the people.

Specifically some of the functions of the PSC are:

i) The constitution and abolition ofoffices in the Parliamentary Service

ii) The recruitment, appointmenls, deployment, disciplining, setting of terms and
conditions ofthe service and the termination ofservice ofall staff;

iii) The provision of facilities and services to Members of parliament and staff and
the supervision of administrative mechanisms;

ir) The preparation of thc budgel for the National Assembly and the audit of the
expenditure;

v) The rcvierv of the renruneration of the Members through an independent body;
and

vi) The prontotion of the idcals ofParliamentary democracy.

The commission lulfils its nrandate through various structures such as the Sub-committees of
the Comrnission, the Board of Managenrent and the PSC secretarial.

2.0 PTIRPOSE

Pursuant to T'reasury circular No. I612005, The Clerk, National Assembly on 9,h February,
2010 constituled an Audit Comnrittee ro deal with pSC audit issues.

The purpose of the Audit Committec is to assist the commission in fulfilling its oversight
responsibilities for the financial reporting process, the system of intemal conhol over
financial reporting, the audit process. and the commission's process for monitoring
compliance with laws antl regulations and 1he code ofconduct.

3.0 AtrTIIOttI l''t

The Audit comrnittee has authority to conduct or authorise investigations into any mafler
within its scope of'rcsponsibility. Il is entporvered to:

)



l

Iletain outside Counsel, Auditors or others to advise the Committee or assist in
the conduct of investigation.
Seek any infonnation it requires from employees, all of whom are directed to
coopcrate with the Committee's requests or extemal parties.
Meet with the Comnrission's officers, Extemal Auditors or outside Counsel, as
rnay deem necessary.
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4.0 (]OM]\1IT'TIiES'I'RUCTTIIi.E

4,1 l\'lembcrsh ip

The Audit C'ommittee will consist of at least tfuee and nfmore than five non-executive
members. The Clerk, National Assenrbly will appoinl the Committee members and the
Chairperson.

4.2 'l'hc Ch a irpcrson

The chairperson should be a person with broad knowledge/skills in finance and auditing and
preferably with some understanding of the central govemment financial environment and
accountability structure.

4.3 'l-he Secreta riat

The audit conrnritlee rvill be providcd rvith a secretariat which will be housed within the
Intemal Audit department. The Llead of Inlernal Audit will provide secretarial services to the
committce.

The secretariat rvill
responsibilities.

be strenglhened and given the necessary resources to handle the

5.0 ItI]SP()NSII}ILIl-IES oF TIIE AT;DI'I- COi!I}IITTEI,]

The Audit conrtnitlcs is responsible frrr monitoring, overseeing, and evaluating the duties and
respons ibilities of Management, the Intemal Audit Department, and the External Auditors as
far as those duties and respons ibilities relate to the Commission's processes for controlling ils
operations.

The Audit Colnnrittee is also responsible for determining that all major issues reported by
Intemal Audil Departmenl, the Extemal auditors and other outside advisors have been
satisfactori Iy resolved.

Finally the Audit Conrmitlee is responsible for reporting to the Commission all important
mafters pertaining to the Commission's controlling processes.
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The Audit Commrttee will carD/ out the following responsibilities

Flnancial Statements
i. Review significant accoul.ttir']g and reporting issues, including complex or unusual

transactiors and highly judgemental areas, and recent professional and regulatory
pronounccntents, and understand their impacl on financial statements.

ii. Review with nanagenrcnt and extemal auditors the results ofaudits, including any
difTicultics cncountercd

iii. Review the Annual Financial statements, and consider whether they are complete,
consistent with infomration known to committee members, and reflect appropriate
accounting principles.

iv. Review other sections of thc Annual report and related regulatory filings before
release arrd consider thc accuracy and completeness of information.

v. Review rvilh ntanagenrent and extemal auditors all matters required to be
communicatcd to thc Conrnrission under the Generally Accepted Auditing
Standards.

vi. Understand bow managcme:rt develops interim financial information, and the nature
and extent of intemal and extcmal auditor involvement.

vii. Review the drafi A,nLral rcport with management before it is presented to the
Commission and laid bclbre thc House..

Internal Audit
i. Review rvith Managenrc't and llead of Intemal Audit the Internal Audit charter,

plans, activities, stafling and organizational structure of the intemal audit function.
lt

I

Ensure therc are no unjLrstilied restrictions or limitations in accessing documents and
information u,ithin l)SC by intcmal auditors.
Review the cllectivcress of thc intenral audit function, including compliance with
standards for the l)rol'essiorral Practicc of Intemal Auditing of the Inslitute of internal
Auditors and lhosc of' thc lnstitutc of Certified Public Accountants of Kenya.
on a regular basis, nrcer scparare Iy wirh the Head of Intemal Audit to discuss matters
lhe conrnriuee or rhe Ilead of Intemal Audit believes should be discusse{privately.

External Audit
i. Review the Extental Auditors proposed scope and approacb, including

coordination ol audit effort with ilttemal audit.
ii. Revicw the perlbrmance of Extenral auditors
iii. Review and confin, lhe indepe,dence of the External Auditors by obtaining

statenrents fror, the Auditors on relationships between the Auditors and pSC,
including :ron- aLrdil scrr ices.

iv. on a regLrlar basis, nlcet separately with the controller and Auditor General or his
representative fiom KNAo ro discuss matters that the committee or the Auditor
believes should be discussed privately.

l4*./n N",t-^*'1. *^'l-t C fr n\-/' 
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Internal Control
i. consider rhe eflectivencss ol'the commission's intemal control over annual and

interim financial rcl)ortil'tg, including information technology,, security and conhol.
ii. Understand the scope of Intemal and Extemal auditor's reiiew of internal control

over financial reporling, ar:d obtain reports on significanl findings and
recomnrendations. togctlrer rvith management responses.

iii. Operationalization and intp)emcntation of the Risk Management policy.



Compliance
i. Review the effectiveness of the system of monitoring compliance with laws and

regulations and the results of Management's investigation and follow-up (including
disciplinary action) of any instances of non-compliance.

ii. Review the findings of any examinations by regulatory agencies, development
partners and any auditor observations.

iii. Ensuring compliance to legal covenants and terms of funding agreement.
iv. Revierv the process of contmunicating the Code of Conduct to pSCstafflpersonnel,

and for rnonitoring corrpliauce with the code.
v. Obtain rcgular updates from Management and the Legal deparhnent regarding

compliance matters.
vi. Review compliance wilh rvork plans, targets and other deliverables as may be fit

from time to tinte.

Risk Assessment flnd l\Ianagemcnt
i. Ensure that mallagentent has instituted a process of identifying risk and undersland

that process
ii. Undcrstand who is rcsponsible for risk identification, assessment and management

throughorl lhe organ izatiorr.
iii. lJndcrstand and agree with the organization's risk appetite
iv. Agrec with the risk nritigation plans put in place by management.

Reporting Respo n sibiliti es
i. Regularly repolt to the Clerk, National Assembly the Committee activities, issues

and rclated reconrmendations
ii. Provide an ope, avenue of communication between the Head of Intemal Audit, the

Ex tcrnal Auditors and thq,l,SC.
iii. Review any othcr reporrs'FSC issues rhat relate lo Committee responsibilities

L
6.0 MEETINGS

6.1 Frequclrcy

The Audit conrnrittcc will nreet at lcilst six (6) times a year. However, the chairperson may
convcne additional rreetings as ntay bc deemed necessary.

6.2 Quorunt

A minimunr of three (3) n:embers, including the chairperson, of the Audit committee present
will form a quorum

6.3 Co-optiorr

The audit conrnrittec nray requcsr/ co-opt any member of the staff of the pSC to attend any
meeting(s) to assist it rvith its discussions on any particular mafler
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7,0 ACCESS

The Head of Intemal Audit, thc exterlal auditors or their appoinled representatives will have
unrestricted and confideDtial access to the chairperson of the Audit committee at all times.

8.0 REPOITTING

Reports to the Clerk, 1\N,ltional Assenrbly8.1

Reports/minutes will be nrade available to lhe Clerk, National Assembly following an audit
committee meeting, clearly indicating its findings, conclusions and recommended plan of
actionr+--

8.2 llegister of l'indings

A register shall be maintained by rhe Secretariat on all internal and extemal audit findings/
recommendations deliberated upon by thc Audit committee for follow up and evaluation of
the action taken.

9.0 COMMT]NICATION AN]) INFORT\,IATION

The Audit Committee, through rhc
information for each nreeling.

Secretariat will be provided with the following

9.I IDternal Audit Progress Report
A progress report from thc llead o[ ]ntemal Audit unit summarising;

i) Work perfomtcd compared with work planned.
ii) Key issues enrerging fronr inlemal audit work done.
iiD Management response to audit findings and recommendations.
iu) Changes to the annual work plan.
v) Any limitations in resources that affecl the implementation of intemal audit

work.

9,2 Conr nr urrication

open lines of cournrunica(ion rvith kcy slakeholders and particularly Intemal and Extemal
Auditors, separately and not always in the presence ofmanagement will be encouraged.

IO.O TRAINING OIT TIIE (-()]\I]\IIT'I'EE

All new conrmittee membels will participate in an Audit Commi[ee orientation programme
where they will be provided with app'opriate background information about the commission
and the workings of the Conrmittee.

All audit conrmillcc members necd continuous information and training to keep them abreast
ofsignificant changcs in thc orgrrrrrzrlion.
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Additiona)ly, tlrc conlmittee will need training on developments in accounting, financial
reporting and othcr issues rclevant to the committee work.

I I.O ITEPO]T]'I N(; I(EI,ATIONSIIIPS

The Audit Comnriltce will be indcpendent and shall report to the Clerk, National Assembly.
Flowever, the Audit Comntitlee will be expected to ensure that PSC is adequately informed
through copies ol'its repolts to the Speaker, National Assembly and to the Treasury where
necessarv.- 

a [-k-+U-

The Head of Intt:rnal Audit will report to the Audit Committee functionally/technically but
will report to thc efiilffi€et*i,,e on administrative issues, and in line with the PSC Act.

t2.0 Atit)tT ( ()NtlII't"t'Ii!] puti trottN,tANCE EvALUATION

The performance evaluatiolr of the Audit Committee will be carried out once every thee (3)
years by an independent fimt to be ap;lointed by the Commission.

I3.O FTINDIN(J ()F TIII' CO]\I]\IITTEI'

The Audit Comnriltce budget will be a line item within the Internal Audil Unit's annual
budget. 1'he audit comnrittee wrll subnrit the annual planned activities togelher with the
budget which u,ill bc approved by thc Comnrission.
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