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REPORT OF THE AUDITOR-GENERAL ON KENYA SEED COMPANY LIMITED FOR 
THE YEAR ENDED 30 JUNE, 2020 

 
REPORT ON THE FINANCIAL STATEMENTS  
 

Qualified Opinion  
 

I have audited the accompanying financial statements of Kenya Seed Company Limited 
set out on pages 1 to 71, which comprises the statement of financial position as at                   
30 June, 2020 and the statement of profit and loss and other comprehensive income, 
statement of changes in equity, statement of cash flows and 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. I 
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 Kenya Seed Company Limited as at 30 June, 2020 and 
of its financial performance and its cash flows for the year then ended, in accordance with 
International Financial Reporting Standards (IFRS) and comply Companies Act, 2015.  
 

Basis for Qualified Opinion 
 

1.0   Presentation of Financial Statements  
 

The financial statements are titled as belonging to ‘Kenya Seed Company Limited’ but 
contain information on the financial performance, cash flows, changes in equity and the 
financial position of the Company’s subsidiaries namely Simlaw Seeds (Kenya) Limited, 
Simlaw Seeds (Uganda) Limited and Kibo Seeds Limited for the year then ended. 
Therefore, the statements should have been labelled as belonging to ‘Kenya Seeds 
Limited and its Subsidiaries’.  
 
In addition, the financial statements of the holding Company and the subsidiaries are not 
consolidated as required by IFRS 10 and Section 639 of the Companies Act, 2015. There 
were no records indicating that the Company was exempted from the requirement.   
 
In view of these anomalies, the presentation of the financial statements does not conform 
to International Financial Reporting Standards (IFRS) and the law.     

2.0    Property, Plant and Equipment 
 

Several balances reflected in the financial statements were not supported with adequate, 
or sufficient records, or information, as explained in the following paragraphs:  
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2.1  Freehold Land 
 

The statement of financial position reflects property, plant and equipment totalling 
Kshs.612,801,000 as at 30 June, 2020, as further disclosed in Note 16(a) to the financial 
statements. The balance includes land valued at Kshs.167,632,000  However, certificates 
of title and correspondences between Kenya Seed Company Limited, Ministry of Lands 
and Physical Planning and Ministry of Agriculture, Livestock and Fisheries revealed that 
two parcels of land valued at Kshs.193,620,000  had been sub-divided and  new parcel 
numbers issued even though the Company’s asset register still identified the land through 
the old parcel number. 
 

L.R. Numbers Acreage 
Land Value                   

(Kshs.) 

L.R.NO.2989/4 IR 3718) 212 Acres 70,800,000 

L.R.NO.2989/2 375 Acres 122,820,000 

 Total   193,620,000 

  
In addition, the certificate of title for the land parcel L.R.NO.2116/484 valued at 
Kshs.90,000,000 was not provided for audit verification. 
 

Consequently, the accuracy and existence of the parcels of land valued at 
Kshs.283,620,000 could not be confirmed.  
 

2.2 Motor Vehicles 
 

The statement of financial position reflects property, plant and equipment net book value 
totalling Kshs.2,612,801,000 as at 30 June, 2020, as disclosed in Note 16(a) to the 
financial statements. The balance  includes motor vehicles valued at Kshs.60,862,000. 
However, examination of the  respective log books, asset register and physical verification 
indicated that the following motor vehicles were not included in the assets register and, 
further, no documents were provided to confirm their ownership by the  Company. 

 
Registration 
Number Description Chassis No. 

1. KAQ 116M  Peugeot 406 R 81551312 

2. KAE 520K Crawler/Tractor Case 
International 

JJE0034072 

3. KBR 597U Suzuki Jimny JS3JB43V7B4200724 

4. KAT 010X Motorcycle HONDA 
125CC 9C2JD20105R- 500789 

 
 
 
 
 
 



 
 

 

Report of the Auditor-General on Kenya Seed Company Limited for the year ended 30 June, 2020 

3 
 

In addition, log books for the following motor vehicles were not provided  for audit 
verification: 
 

 Asset Description Make/Model Net Book Value 

1. KAN369V SAME LASER - TRACTOR Fully Depreciated 

2. ZA 3455 Trailer Fully Depreciated 

3. ZB 8093 Trailer Fully Depreciated 

3. KBL 167G New Holland  Tractor 2,126,984 

5. KMFB 071R   187,666 

 
Further, re-computation of the depreciation on the newly acquired motor vehicles 
indicated  that Management overcharged on depreciation by Kshs.622,056 during the 
period under review. No explanation was provided for the additional charge.  
 

Consequently, the accuracy and existence of the motor vehicles balance totalling  
Kshs.60,862,000 could not be confirmed 
 
2.3  Amounts Due from Subsidiaries 

 

Examination of debt records indicated that the Company was owed various amounts 
totalling Kshs.1,496,895 by its subsidiaries as at 30 June. Out of this balance provisions 
for bad and doubtful debts totalling Kshs.112,381 had been made resulting in the net 
book balance totalling Kshs.1,384,514,000 reflected in the statement of financial position 
as at 30 June, 2020.  
  
The statement of financial position reflects amounts due from subsidiaries totalling 
Kshs.1,384,514,000 as at 30 June, 2020 which is net of provision totalling 
Kshs.112,381,000 in respect of Mount  Elgon Seed Company Limited as disclosed in  
Note 23(b) to the financial statements.  The analysis of the amounts due from subsidiaries 
provided for audit indicated  that the entire amount totalling  Kshs.112,381,000 owed by  
Mount Elgon Seed Company Limited and Kshs.1,142,452,000 owed by two other 
subsidiaries had  been outstanding for more than 30 days and had therefore exceeded 
the Company’s  thirty- day credit period prescribed in Clause 3.7 of the Company Credit 
Policy Framework (Revised, May 2015).  The ages of the payables constituting the 
balance are reflected in the following table:  
 
 
 
Name of 
Subsidiary 

Age 
Age (Days) and Amount (‘000) of Debt Due from Subsidiary  

Total 
Amount  

31-60 
Days 

61-90 
Days 

91-120 
Days 

120-180 
Days 

180-365 
Days 

Over 365 
Days 

Total 
Kshs. 

Kibo - - 3,970 12,402 37,831 462,490 508,753 

Mount  Elgon - - - - - 112,381 112,381 

Simlaw Kenya 4,405 34,167 36,974 21,085 - 605,156 663,215 

Simlaw Uganda 3,360 4,640 26,815 59,069 - 74,806 160,690 

Total 7,765 38,807 59,820 92,556 37,831 1,254,833 1,445,039 
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As the data indicates 100 % of the debts were over 30 days old. Consequently, the extent 
of   recoverability of the Kshs.1,496,895 due from subsidiaries as at 30 June, 2020 could 
not be confirmed.  

  
2.4  Amounts Due from Parastatals and Other Government Controlled 

Organizations 

The statement of financial position reflects amounts due from parastatals and other 
Government controlled organizations totalling  Kshs.1,031,841,000 as at 30 June, 2020 
as disclosed in Note 23(c) to the financial statements. However,  analysis of the total 
balance  indicated that the debts totalling Kshs.931,091,000 had been outstanding for 
over 30 days with some dating back to the year 1995, as detailed below: 

 
The long outstanding debts were in contravention of Clause 3.4 of the Company’s Credit 
Policy Framework (Revised, May, 2015) which provides that customers should be given 
credit for a maximum of 30 days.  
  
Consequently, recoverability of the amounts due from parastatals and other government-
controlled organizations totalling Kshs.1,031,841,000 as at 30 June, 2020 could not be 
confirmed. 
 

2.5  Inventories 
 

The statement of financial position reflects inventories totalling Kshs.2,930,943,000 as at 
30 June, 2020, as further disclosed in Note 24 to the financial statements. However, an 
audit review of stores ledger cards and other stores reports indicated that low-germinating 
seed varieties, expired chemicals, fertilizers and packaging materials costing 
Kshs.160,905,026 had remained in the stores since 1997 as tabulated below: 
 
 
 

Amounts Due from Government Organizations in Kshs “000” 

 
Name of Debtor  31-60 61-90  91-120 120-180 180-365 Over 365 Total 

1. Ministry of 
Agriculture 

550 13,152 (7,062) 255 776 748,483 756,154 

2. Various County 
Governments 

3,046 10,112 75,800 20,206 - 11,471 120,635 

3. Kenya Farmers 
Association 
(KFA) 

802 2,514 1,263  750 40,452 45,781 

4. National 
Cereals and 
Produce Board 

(316) (1,249) 4,213 103 (946) 6,716 8,521 

 Total 4,081 24,530 74,213 24,382 580 807,122 931,091 



 
 

 

Report of the Auditor-General on Kenya Seed Company Limited for the year ended 30 June, 2020 

5 
 

 
Item  

Closing Balance 2019/2020                         
Kshs. 

1. Chemicals 6,396,513 

2. Packaging Materials 20,534,162 

3. Dressed Wheat 4,222,734 

4. Dressed Maize 74,332,964 

5. Raw Maize 16,824,542 

6. Beans 2,311,321 

7. Pastures 42,529 

8. Sorghum 1,672,865 

9. Sunflower 12,851,093 

10. Vegetables 854,428 

11. Fertilizers 12,600 

12. Rice 2,256,738 

13. Finger Millet 18,113,874 

14. Pulses 478,664 

Total 160,905,026 

 
Although the inventories formed part of the provision for obsolete stock amounting to 
Kshs.193,129,000 as disclosed in Note 24 to the financial statements, no explanation was 
provided for the continued maintenance of the large stock of obsolete inventories contrary 
to Section 160(1) of the Public Procurement and Asset Disposal Act, 2015. The provision 
requires the Accounting Officer of a procuring entity to manage its inventory, assets and 
stores for the purpose of preventing wastage and loss, and continuing utilization of 
supplies. Further Section 162(3) of the Act  provides that stores, inventory and assets 
that are procured by a public entity shall not be allowed to suffer deterioration from any 
preventable cause and overstocking of any particular item shall be avoided. 
Consequently, maintenance of the large stock of obsolete stock was against the law.  
 
In view of the large stock of obsolete stock amounting to Kshs.193,129,000, the 
inventories balance totalling Kshs.2,930,943,000 as at 30 June, 2020 may not be fairly 
stated. 
 
2.6  Trade and Other Receivables 

  
2.6.1 Current Staff Receivables 
 

Included in the trade and other receivables balance totalling Kshs.880,555,000 is 
Kshs.26,887,000 in respect of current staff receivables as at 30 June, 2020 which in turn 
includes an outstanding imprests balance totalling Kshs.4,455,000 as disclosed in  Note 
21 to the financial statements. The balance includes Kshs.4,373,458 due from ex-staff 
and Kshs.81,450 from serving staff that were due for surrender.   
 
Failure to surrender the imprests contravened Regulation 93(5) of the Public Finance 
Management (National Government) Regulations, 2015 which states that the holder of a 
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temporary imprest shall account for or surrender the imprest within 7 working days after 
returning to the duty station. 

 
2.6.2 Non-current Staff Receivables 
 
The statement of financial position reflects, a staff receivables balance totalling 
Kshs.3,825,000 as further disclosed in Note 21 to the financial statements. The balance 
is net of provision for bad and doubtful debts amounting to Kshs.90,826,000. The gross 
staff receivables balance totalling Kshs.121,538,000 includes Kshs.73,448,000 advanced 
to both current and former staff as salary advances, car loans and laptop loans but which 
had not been recovered in line with the applicable Company  regulations:  

 
 

Category 
 

Due from 
Former Staff 

Kshs. 

Due  
for Over 
 Two (2) 

years - 
Current Staff 

Kshs. 

 
Total  

   Kshs. 

1. Car Loan 4,265,000 4,886,000 4,265,000 

2. Laptop Loan  105,000 22,000 127,000 

3. Salary Advance 61,258,000 2,912,000 68,867,000 

Total 65,628,000 7,876,000 73,448,000 

 
Although the loans were included in the provision for bad and doubtful debts totalling 
Kshs.90,826,000, Management did not explain the failure to recover the balance. In 
addition, the following anomalies were noted in the valuation of receivables, as detailed 
below:  
 

(i) Out of the reported advances balance totalling Kshs.65,917,000, amounts 
totalling Kshs.61,258,830 and Kshs.2,912,642 had remained due from former 
staff and current staff for over two years respectively in contravention of Clause 
M2(vi) of the Company’s Human Resource Policy and Procedure Manual,           
July, 2015, which sets the maximum period for the repayment of the Salary 
Advance at twelve (12) months. The Regulation further provides that in cases 
where an employee is due to leave the service before twelve (12) months, the 
advance must be fully recovered within the remaining period in service. 
 

(ii) The staff receivables include a laptop loan balance totalling Kshs.126,626, out of 
which, Kshs.104,682 was due from former staff and Kshs.21,944 from staff still in 
service but had been outstanding for over two years in contravention of Clause 
M6 of the Company’s Human Resource Policy and Procedures Manual,               
July, 2015, which provides that loans to staff for purchase of computers shall be 
recovered from the employee’s salary in monthly deductions within twelve (12) 
months of their issue. 
 

(iii) The car loans balance totalling Kshs.9,794,170, included outstanding amounts 
totalling Kshs.4,264,170 that had remained due from former staff in contravention 
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of Section 15.2.4 of the Kenya Seed Company Staff Car Loan Policy, 2001.   The  
Clause provides that employees serving on contract and those who are 50 years 
and above shall have their repayment periods pegged to the contract terms and 
remaining years to retirement respectively.  

 
In all the instances cited, Management breached Company regulations by failing to 
recover the debts owed to the Company by staff in due time. Further  recoverability of the 
current staff receivable balance totalling of Kshs.26,887,000 as at 30 June, 2020 could 
not be confirmed.   
 
2.6.3  Selling and Distribution Expenses  

The statement of financial performance reflects selling and distribution expenses totalling  
Kshs.270,333,000 for the year under review, as further disclosed in Note 9 to the financial 
statements. However, expenditures totalling Kshs.7,221,405 comprised of 
Kshs.4,538,617 and Kshs.2,682,788 relating to per diem for both local and overseas 
travel respectively were not properly supported with relevant records such as work tickets, 
air tickets, boarding passes, copies of stamped passports for overseas travel, attendance 
minutes and outcome reports for the activities undertaken.  
  
In the circumstance, the accuracy and completeness of the expenditure totalling 
Kshs.7,221,405 incurred on selling and distribution expenses during the year under 
review could not be confirmed. 
 
The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of the Kenya Seed Company Limited  
Management in accordance with ISSAI 130 on 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.  

Key Audit Matters 
 

Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements.  I have determined that there are no 
other key audit matters to communicate in my report. 
 
Other Matter 
 
1.0  Budgetary Control and Performance  

 

The audit report for the financial year ended 30 June, 2019 highlighted several 
unsatisfactory issues relating to balances reflected in the financial statements for the year, 
lawfulness and effectiveness in use of public resources and effectiveness of internal 
control, risk management and governance. The report of Management on progress made 
in resolving the issues at Appendix I to the financial statements for the year under review, 
indicates that some of the issues have since been resolved and work to resolve the 



 
 

 

Report of the Auditor-General on Kenya Seed Company Limited for the year ended 30 June, 2020 

8 
 

remainder is ongoing.  The status of the issues will be confirmed after they are discussed 
by the National Assembly.    
 

2.0  Prior Year Issues  
 

The report for the year ended 30 June, 2019 highlighted several unsatisfactory issues in 
relation to balances reflected in the financial statements, lawfulness and effectiveness in 
use of public resources, and effectiveness of internal control, risk management and 
governance. The report by Management at Appendix I indicates that several of the issues 
have since been resolved and work on the remainder is ongoing. The status of the issues 
shall be confirmed after they are discussed by the National Assembly.  
 
Other Information  
  
The Directors are responsible for the other information.  The other information comprises 
the report of directors as required by the Companies Act, 2015, and the statement of the 
directors’ responsibilities which are obtained prior to the date of this report, and the annual 
report which is expected to be made available after that date. 
 

My opinion on the financial statements does not cover the other information and I do not 
express an audit opinion or any form of assurance thereon. 
 
In connection with the audit of the 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 the knowledge obtained in the audit, or 
otherwise appears to be materially misstated.  Based on the work I have performed on 
the other information obtained prior to the date of this auditor’s report, if I conclude that 
there is material misstatement of this other information, I am required to report that fact. I 
have nothing to report in this regard. 
 
REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 

Conclusion 
 

As required by Article 229(6) of the Constitution, except for the matters described in the 
Basis for Conclusion on Lawfulness and Effectiveness in Use of Public Resources section 
of my report, based on the audit procedures performed, 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  Irregular Increment of Salaries and Allowances 
 

 

As previously reported, the Company engaged a local consultant to re-categorize salaries 
paid to staff and The consultants’ recommendations were approved by the Board of 
Directors on 12 April, 2011 and authority for implementation sought from the Salaries and 
Remuneration Commission (SRC) in the month of November, 2017. The SRC held that 
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the Company’s salaries were higher than those recommended within the framework of 
affordability and fiscal sustainability and recommended that Management retain its 
current salary structure with annual increments until the next review cycle. 
  
However, contrary to the recommendation by the SRC, Management implemented a 
structured basic salary increment as a cost-of-living adjustment with a 10% salary 
adjustment for its senior management,15% and 20% salary adjustments for other 
management employees totalling to Kshs.2,124,720 per month, which in aggregate 
amounted to  Kshs.25,496,640 during the year under review. 
 

Management therefore, contravened Section 11(b) and 11(f) of the Salaries and 
Remuneration Commission Act, 2011 which empowers the Commission to review all 
matters relating to the salaries and remuneration of public officers including making 
recommendations on matters relating to the salary and remuneration, of a particular state 
or public officer. 
 
2.0  Unclaimed Dividends 
 

As previously reported, the statement of financial position reflects unclaimed dividends 
balance totalling of Kshs.9,203,000 as disclosed in Note 32 to the financial statements 
and which had as 30 June, 2020 not been transferred to the Unclaimed Financial Assets 
Authority contrary to the provisions of the Unclaimed Assets Act, No 40 of ,2011. 
 
Consequently, Management is in breach of the law. 
 
3.0   Lack of Ethnic Diversity in Staff Establishment 
 

Analysis of the Company payroll for the month of June, 2020 indicated that out of the 
three hundred and forty eight (348) employees, two hundred and two (202) or 
approximately 58% were from one  ethnic community  contrary to Section 7 of the National 
Cohesion and Integration Act, 2008 which requires all public entities to represent the 
diversity of the people of Kenya in employment of staff. In addition, during the year under 
review the Company recruited twenty (20) new staff out of whom eight (8) or 
approximately 40% were from the dominant  ethnic community. 
 
Consequently, the Company is in breach of the law. 
 

Further, the advertisements, candidate applications forms, details of short-listed 
candidates, and panel interviews reports for internal appointments were not provided for 
audit verification. Consequently, it was not possible to confirm whether the recruitments 
were done in accordance  its internal recruitment policy prescribed in Section B9 of the 
Company’s Human Resource Policies and Procedures Manual, of July, 2015. 
 
The audit was conducted in accordance with ISSAI 4000. The standard requires 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 
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financial statements are in compliance, 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, except for the matter described in the Basis for Conclusion on 
Effectiveness of Internal Controls, Risk Management and Governance section of my 
report, I confirm that, nothing else has come to my attention to cause me to believe that 
internal controls, risk management and overall governance were not effective. 
 
Basis for Conclusion 
 
1.0  Duplicated Bank Accounts and Payment of Casuals  
 
Examination of the casual wages payroll and bank reports on the payments indicated 
duplicated payments totalling Kshs.334,482 made to the same bank account with various 
payee details.  
 
In addition, several units, namely; Elgon Down Farm stores, Basic Seed Unit, Elgon Down 
Farm General Work sections did not maintain a muster roll for their casual staff. As a 
result, attendance at work by payees in the four cost units could not be confirmed. 
Consequently, internal control over casual staff may not have been effective. 
 
2.0  Unpaid Post-Dated Cheques 
 

As previously reported, the Company had accumulated unpaid post-dated cheques 
totalling Kshs.29,229,996 as at 30 June, 2018. However, review of the records on the  
cheques indicated that most had remained unpaid for considerably long periods contrary 
to the Company’s policy.  Management explained that the cheques arose as a result of 
staff, particularly in Eldoret Branch, flouting the Company policy and that corrective 
measures, including administrative action, had been taken against the staff. However, no 
documentary evidence was provided to confirm the assertion, or effort made to collect  
the debts from the customers. 
 
Consequently, effectiveness of the Company’s cash flow management 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 control, risk management and governance were 
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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. 
 
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
 
As required by the Kenya Companies Act, 2015, I report based on my audit, that: 
 

i. I have obtained all the information and explanations which, to the best of my 
knowledge and belief, were necessary for the purpose of the audit. 
 

ii. ln my opinion, adequate accounting records have been kept by the Company, so 
far as appears from the examination of those records; and, 

 
Responsibilities of Management and Board of Directors  
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Financial Reporting Standards and for such 
internal control as Management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or 
error. 
 

In preparing the financial statements, Management is responsible for assessing the 
Company’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 liquidate the Company, or to cease operations. 
 

Management is also responsible for the submission of the financial statements to the 
Auditor-General in accordance with 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 are 
in compliance 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 Company’s financial reporting 
process, reviewing the effectiveness of how the Company 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 
and risk management, and ensuring the adequacy and effectiveness of the control 
environment. 
 

Auditor-General’s Responsibilities for the Audit 
 

The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes my opinion in accordance with the provisions 
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with 
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Article 229(7) of the Constitution. 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 and weakness 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 addition to the audit of the financial statements, a compliance review is planned and 
performed to express a conclusion with limited assurance as to whether, in all material 
respects, the activities, financial transactions and information reflected in the financial 
statements are in compliance with the authorities that govern them in accordance with 
the provisions of Article 229(6) of the Constitution and submit the audit report in 
compliance with Article 229(7) of the Constitution. The nature, timing and extent of the 
compliance work is limited compared to that designed to express an opinion with 
reasonable assurance on the financial statements. 
 

Further, in planning and performing the audit of the financial statements and review of 
compliance, I consider internal control 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 and submit 
the audit report in compliance with Article 229(7) of the Constitution. My consideration of 
the internal control would not necessarily disclose all matters in the internal control that 
might be material weaknesses under the ISSAIs. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements caused by error or fraud in 
amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  
 
Because of its inherent limitations, internal control may not prevent or detect 
misstatements and instances of non-compliance. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the  
Company’s policies and procedures may deteriorate. 
 
As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional scepticism throughout the audit. I also: 
 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control.  
 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Management. 
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 Conclude on the appropriateness of Management’s use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Company’s 
ability to continue as a going concern. If I conclude that a material uncertainty exists, 
I am required to draw attention in the auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my audit 
report. However, future events or conditions may cause the Company to cease to 
continue as a going concern. 

 

 Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

 

 Obtain sufficient appropriate audit evidence regarding the financial information and 
business activities of the Company to express an opinion on the financial statements. 

 

 Perform such other procedures as I consider necessary in the circumstances. 
 

I communicate with Management regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that are identified during the audit.  
 
I also provide Management with a statement that I have complied with relevant ethical 
requirements regarding independence, and communicate with them all relationships and 
other matters that may reasonably be thought to bear on my independence, and where 
applicable, related safeguards.  

 
CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 
Nairobi 
 
17 February, 2022 


