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REPORT OF THE AUDITOR-GENERAL ON KENYA NATIONAL EXAMINATIONS 
COUNCIL FOR THE YEAR ENDED 30 JUNE, 2022 

 

PREAMBLE 
 

I draw your attention to the contents of my report which is in three parts:  
 

A. Report on the 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 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 Government 
achieves value for money and that such funds are applied for the intended purpose.   

  
C. Report on the 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, the risk 
management environment and the internal controls developed and implemented by 
those charged with governance for orderly, efficient and effective operations of the 
entity.   

  

An unmodified opinion does not necessarily mean that an entity has complied with all 
relevant laws and regulations, and that its internal controls, risk management and 
governance systems are properly designed and were working effectively in the financial 
year under review.  
  
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 
 

I have audited the accompanying financial statements of Kenya National Examinations 
Council set out on pages 1 to 62, which comprise of the statement of financial position as 
at 30 June, 2022, and the statement of financial performance, statement of changes in 
net assets, 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. 
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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 Kenya National Examinations Council as at                                 
30 June, 2022, and of its financial performance and its cash flows for the year then ended, 
in accordance with International Public Sector Accounting Standards (Accrual Basis) and 
comply with the Kenya National Examination Council Act, 2012 and the Public Finance 
Management Act, 2012.  
 

Basis for Qualified Opinion 
 

1.0 Undisclosed Material Uncertainty Related to Going Concern 
 

The statement of financial performance reflects deficit for the year of Kshs.492,906,440 
(2021 deficit of Kshs.684,840,731). Further, the current liabilities of Kshs.4,210,412,551 
exceed the current assets of Kshs.2,360,352,525 resulting in negative working capital of 
Kshs.1,850,060,026. The Council is therefore unable to meet its financial obligations as 
and when they fell due. 
 

In the circumstances, the Council is technically insolvent and its ability to meet its current 
financial obligations as they fall due could not be confirmed.  
 

2.0 Prepayments and Receivables from Exchange Transactions Balance  
 

The statement of financial position reflects prepayments and receivables from exchange 
transactions balance of Kshs.231,496,922 as disclosed in Note 16 to the financial 
statements. The balance includes an amount of Kshs.82,163,310 in respect of imprests 
that have remained outstanding and dating back to 2018. The Management has not 
provided any evidence to show steps taken to recover the amounts. Further, the balance 
includes an amount of Kshs.706,000 in respect to deposits to private hospitals. However, 
no documentation has been provided for audit in support of these deposits. 
 

In the circumstances, the validity and fair statement of prepayments and receivables from 
exchange transactions balance of Kshs.231,496,922 could not be confirmed. 

3.0 Inaccuracy of Housing of Staff and Office Accommodation Expenditure 
 

The statement of financial performance reflects housing of staff and office 
accommodation expenses of Kshs.102,568,692 as disclosed in Note 10 to the financial 
statements. Included in the amount is Kshs.92,192,309 in respect of rent and rates for 
office accommodation which further includes service charge arrears of Kshs.713,098 and 
Kshs.5,558,484 for the periods 2014-2015 and 2018-2019 payable to National Bank of 
Kenya and National Housing Corporations respectively. However, the arrears totalling 
Kshs.6,271,582 were not provisioned for in the periods they related to.  
 
In the circumstances, the accuracy of housing of staff and office accommodation 
expenses of Kshs.102,568,692 could not be confirmed. 
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4.0 Unsupported  Expenditure on Fuel 
 

The statement of financial performance reflects administration expenses of 
Kshs.362,240,760 as disclosed in Note 8 to the financial statements. Included in the 
amount is Kshs.33,148,213 in respect of transport operating expenses out of which 
Kshs.14,450,000 relates to fuel expenses. Fuel expenses comprise of prepayments for 
petroleum products supported by pro-forma invoices from the National Oil Corporation 
Limited (NOC). However, records of fuel drawn, balances and levels of stocks requiring 
replenishment were not provided for audit. Further, consumption statements  indicating 
consumption and fuel balance before the subsequent payments were not provided for 
audit. In addition, regular reconciliations of stocks to ascertain whether the fuel paid for 
was drawn and utilized by the Council was not carried out.  
 

In the circumstances, the regularity of fuel expenses amounting to Kshs.14,450,000   
could not be confirmed. 
   

5.0  Supply of Biometric and CCTV 
 

The statement of financial position reflects property in work in progress balance of 
Kshs.3,572,027,042 as disclosed in Note 19 to the financial statements. The balance 
include additions of Kshs.476,393,078 which further include an amount of Kshs.8,232,782 
paid to a firm for supply of Biometric and CCTV. Review of the records provided for audit 
revealed that the order number PO015657 was issued on 30 June, 2022 and the 
contractor issued the invoice number 2696 on 19 July, 2022. The inspection and 
acceptance certificate are dated 01 August, 2022. The transaction was therefore 
inappropriately classified to the 2021/2022 financial year. Further, Management has not 
provided justification for the classification of the transaction under property in work in 
progress   instead of plant and equipment work in progress being complete items supplied 
ready for use. In addition, the contract agreement and works completion certificate have 
also not been provided for audit. 
 

In the circumstances, the accuracy, presentation and regularity of the expenditure of 
Kshs.8,232,782 on Biometric and CCTV could not be confirmed. 
 

6.0 Property, Plant and Equipment Balance 
 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.974,942,966 as disclosed in Note 18 to the financial statements. The following 
anomalies were noted:  
 

6.1 Procurement of Software for Digital Security Printing 
 

Included in the balance is Kshs.90,843,237 in respect to office equipment out of which 
Kshs.1,732,228 was paid for supply and installation costs of a software for digital security 
printing. Review of documents provided for audit revealed that the purchase was for a 
software program and should have been classified as an intangible asset. Further, the 
approved requisition, tender advertisement, tender opening and evaluation reports were 
not provided for audit. 
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6.2 Procurement of Security Information and Event Monitoring System 
 

Included also in the balance is Kshs.75,703,482 in respect to computer equipment out of 
which Kshs.36,333,523 are additions during the year. Included in the additions is 
Kshs.12,499,939 being final payment (40%) in respect of a contract for supply, 
installation, training, commissioning and maintenance of security information and event 
monitoring system and next generation firewall. The contract agreement was signed on 
29 August, 2020 at contract sum of Kshs.30,711,056 which was varied due to revision of 
the VAT rates from 14% to 16% resulting to the revised contract price to Kshs.31,249,846.  
Review of records provided revealed that the system installed had both hard and soft 
components but classified as computer equipment in the financial statements.  Further, 
the software has been misclassified as property, plant and equipment instead of 
intangible assets. 
 

6.3  Unsupported Expenditure on Procurement on Motor Vehicle     
 

Note 18 to the financial statements reflects addition to motor vehicle balance 
Kshs.16,000,000 in relation to land cruiser Prado procured during the period under 
review. However, the approved requisition and professional opinion for the procurement 
were not provided for audit.  
 

In the circumstances, accuracy, completeness and validity of the property, plant and 
equipment balance of Kshs.974,942,966 as at 30 June 2022 could not be confirmed.  
 

7.0 Unsupported Administration Expenses 
 

The statement of financial performance reflects administration expenses of 
Kshs.362,240,760 as disclosed in Note 8 to the financial statements. Included in the 
amount is expenditure totalling Kshs.2,812,391 whose supporting documents by way of 
payment vouchers and relevant source documents were not provided for audit .  
 

Further, the expenditure include an amount of Kshs.33,148,213 in respect of travel and 
accommodation, out of which expenditure totalling Kshs.33,201,795 relates to facilitation 
of meals and transport to officers who were working extra hours during year. However, 
there was no indication that the Salaries and Remuneration Commission (SRC) approved 
these allowances in accordance with Article 230 of the Constitution of Kenya, 2010.  
 

In the circumstances, the regularity of administration expenses of Kshs.362,240,760 
could not be confirmed. 
 

8.0 Lack of Ownership Documents and Valuation on Investment Property 
 

The statement of financial position reflects investment property balance of 
Kshs.182,886,947 as disclosed in Note 20 to the financial statements. Review of schedule 
and ownership documents provided revealed that one of the investment’s properties 
located under LR 209/6900 did not have  title. Further,  valuation report to support the 
reported net book value or asset register detailing the Council’s investment properties 
was not provided for audit. 
 

In the circumstances, the  ownership, accuracy and valuation of the investment properties 
balance of Kshs.182,886,947 as at 30 June, 2022 could not be confirmed. 
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9.0  Donor Projects Funds Balance 
 

The statement of financial position reflects donor projects funds balance of 
Kshs.161,645,192 as disclosed in Note 27 to the financial statements. The balance 
includes an amount of Kshs.11,794,152 comprising of Kshs.3,339,543 in respect of 
Rockefeller, Kshs.329,248 for Essay Writing Competition, Kshs.8,084,361 for KESSP-
NASMLA and Kshs.41,000 for UKEFR Study- AKF. Review of the supporting documents 
revealed that the funds have remained dormant since the 2007/2008 financial year. 
Management has not explained nor indicated the plans to utilize the long outstanding 
balances. Further, Note 27 to the financial statements discloses nil balance in respect to 
GPE- Covid-19 LCBE Project while account analysis provided indicates a balance of 
Kshs.12,803,530  that is unsupported by way of work tickets, back-to-office reports, 
imprest surrenders and warrants. In addition, donor funds include a balance of 
Kshs.944,828 in respect to GPE- World Bank PRIEDE Project while review of account 
analysis revealed an amount of Kshs.73,523,224 which was not supported with work 
tickets, back-to-office reports, imprest surrenders and warrants. 
 

In the circumstances, the accuracy and disclosure of donor projects’ funds balance of 
Kshs.161,645,192 could not be confirmed. 

10.0 The statement of Comparison of Budget and Actual Amounts 
 

The statement of comparison of budget and actual amounts reflects total expenditure 
budget of Kshs.9,845,308,365 while the budget presented for audit reflected a balance of 
Kshs.9,878,088,361 resulting in unreconciled variance of Kshs.32,779,996. Further, the 
budget approval from the Cabinet Secretary for the Ministry of Education and The 
National Treasury were not provided for audit.  In addition, review of the approved 
itemized budget against the financial statements revealed over expenditure on the line 
items of traveling and accommodation of Kshs.12,201,795; advertising and publishing 
Kshs.1,551,234 and Mpesa and bank charges of Kshs.1,157,347. 
 

In the circumstances, the accuracy and validity of balances reflected in the statement of 
comparison of budget and actual amounts could not be confirmed. 

 

The audit was conducted in accordance with the International Standards of Supreme 
Audit Institutions (ISSAIs). I am independent of the Kenya National Examination Council 
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.  
 

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. There were no key audit matters to 
report in the year under review. 
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN 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 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  Accrued Interest on Unpaid Balance 
 

The statement of financial position reflects property in work in progress balance of 
Kshs.3,572,027,042 as disclosed in Note 19 to the financial statements. Included in the 
balance is additions of Kshs.476,393,078 which further include Kshs.455,000,000 paid 
for work valuation certificate number 29 for the construction of the Mitihani House Phase 
VI. The project was contracted at a sum of Kshs.1,499,989,252 in 2013 with 
commencement date of 30 April, 2013 and revised completion date to 30 June, 2016. The 
project stalled in June, 2016 due to funding challenges, occasioning the termination of 
the contract in July, 2018. As at the time of the project termination, the final account was 
valued at Kshs.1,290,417,677 with unpaid balance of Kshs.441,790,782 
(Kshs.368,978,232 and accrued interest of Kshs.72,812,550). The Council and the 
Contractor agreed on a final settlement amount of Kshs.455,000,000 to be paid by                         
14 September, 2021. The non-payment of the original amount of Kshs.368,978,232 led 
to the Council committing to pay Kshs.86,021,768, an amount which was not included in 
the budget. 
 

In the circumstances, value for money amount of Kshs.455,000,000 could not be 
confirmed. 
 

2.0 Council and Committee Expenses 
 

The statement of financial performance reflects the Council and its Committee expenses 
of Kshs.26,957,723 as disclosed in Note 7 to the financial statements. Included in the 
expenditure are sitting and exam allowances of Kshs.11,480,000 and Kshs.11,062,000 
respectively. Review of documentation provided for audit in support of the expenditure 
revealed the following unsatisfactory issues: - 
 

i. The Council paid for meetings which were in excess of the stipulated maximum number 
of six (6) per financial year without approval from the parent Ministry Cabinet Secretary 
contrary to Section 3 of Circular No OP/CAB9/IA of 11 March, 2020 by the Executive 
Office of the President. Details are as analyzed in the table below; 
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Meeting 

 
Ordinary 

 
Special 

 
Total 

Extra 
Meetings 

Full Board 18 4 22 16 

Finance Committee 10 0 10 4 

Examination Management Committee 8 0 8 2 
 

ii. Review of records provided revealed that the Council had eleven full Board and 
Special Council meetings were not backed up by minutes of the Board.  

 

iii. The Council Members received allowances amounting to Kshs.11,062,000 for 
monitoring and field inspections expenses contrary to the provisions of Circular No. 
OP/CAB9/IA of March, 2020 by the Executive Office of the President which delegates 
field/inspection visits as a function of the executive team.  Further, Council Members 
were paid allowances for carrying out confidential exercises on its behalf. 
Documentation to confirm the nature of the confidential assignments undertaken was 
not provided for audit. 

 

 

iv. The Council’s full Board has thirteen (13) Members including independent members 
and Directors from the Kenya Institute of Curriculum Development (KICD) and 
Teachers Service Commission (TSC).  During the year under review, there were four 
(4) sub Committees of the Board in place. However, the Committees had more than 
five (5) Members each exceeding the one third (1/3) of the full Board Members 
threshold contrary to Circular No. OP/CAB9/IA of March, 2020 by the Executive Office 
of the President which caps the number of members to any Committees should be 
no more than one third (1/3) of the full Board. 

 

v. The Council Chairperson was paid Kshs.220,000 to attend various Committee 
meetings contrary to the OP Circular OP/CAB9/IA of March, 2020 which states that 
the Board Chairpersons shall not sit in Committees as members or be in attendance.  

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

3.0  Use of Invalid Contract for Procurement of the HPE Proactive Care 
 

The statement of financial performance reflects examination expenses of 
Kshs.6,885,956,812 as disclosed in Note 9 to the financial statements. The expenditure 
includes computer charges of Kshs.53,491,893 out of which Kshs.6,646,482 was paid to 
a firm for HPE proactive care for KNEC servers. It was however noted that the payment 
related to a service not covered in the referenced.  
 

In the circumstances, the regularity of expenditure of Kshs.6,646,482 could not be 
confirmed. 

4.0   Irregular Procurement and Installation of CCTV Systems 
 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.974,942,966 as disclosed in Note 18 to the financial statements. The balance 
includes additions to computer equipment during the year of Kshs.36,333,523. The 
additions further include the cost of supply, installation of CCTV system and internet 
connectivity in six (6) marking centers of Kshs.9,993,640. Review of the documents 
provided in support of the payment revealed that the LPO was dated 31 August, 2021, 
with the delivery notes signed by the school heads where the supply and connectivity was 
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carried out and dated April, 2021. It is not clear how the delivery of the computer 
equipment preceded the purchase order. Further, the basis for identification of the service 
provider and the price charged is not clear. In addition, the Inspection and Acceptance 
Committee issued the certificate on 02 October, 2021 which was more than six (6) months 
after the works had been delivered. The letters appointing the Committee Members and 
test and work completion certificates were not provided for audit.  

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

5.0   Irregular Procurement of Containers 
 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.974,942,966 as disclosed in Note 18 to the financial statements. The balance 
includes cost of ten (10) additional containers acquired during the year at 
Kshs.14,544,196. Review of the documentation in support of the procurement revealed 
that Management ordered for the containers on 20 June, 2022. However, the supplier 
invoiced for them on 05 April, 2022 an indication that the  order was issued after the 
delivery of the containers. Further, the Management did not provide delivery note for audit 
while, a demand letter from the supplier and dated 01 July, 2022 indicated that the supply 
was made in January, 2022. In addition, the inspection and acceptance reports to confirm 
that the containers were duly delivered as intended were not provided for audit. 

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

6.0   Procurement of Laptops and MacBook Computers 
 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.974,942,966 as disclosed in Note 18 to the financial statements. The balance 
include additions to computer equipment during the year of Kshs.36,333,523. The 
additions include the cost of five (5) MacBook computers and fifty-five (55) laptops at 
Kshs.1,429,500 and Kshs.6,875,000 respectively. Review of documents provided 
revealed that the Council issued tenders for supply of laptops. However, the tender 
requirements in the bid document indicated that the supply was for laptops and MacBook 
computers. During the preliminary evaluation the bid was treated as a single bid, but at 
the financial evaluation stage the evaluators split the evaluated bids into two categories 
of the laptops and the MacBook computers resulting into the tender being awarded to two 
(2) suppliers. No evidence has been provided for audit review to confirm that the criteria 
adopted for financial evaluations was communicated to the bidders. Further, the letters to 
the unsuccessful bidders lacked detailed reason(s) for the unsuccessful bids. In addition, 
the asset registers did not indicate the location and the users assigned the MacBook and 
Laptop computers making it impossible to trace the assets. 
 

In the circumstances, the validity of the procurement of five (5) MacBook computers and 
fifty-five (55) laptops at Kshs.1,429,500 and Kshs.6,875,000 could not be confirmed. 
 

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 
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. 
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REPORT ON THE 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 matters 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   Lack of a Fixed Assets Register 
 

The statement of financial position reflects property, plant and equipment balance of 
Kshs.974,942,966. However, during the period under review, the Council did not maintain 
a fixed assets register. 
 

In the circumstances, the control, safeguard and custody of the assets could not be 
confirmed.  

 

2.0   Failure to Dispose Obsolete Inventories 
 

The statement of financial position reflects inventories balance of Kshs.203,035,601 as 
disclosed in Note 17 to the financial statements. Included are stocks valued at 
Kshs.9,620,616 which are indicated as obsolete in the stock take report of 30 June, 2022. 
Although Management explained that the obsolescence was as a result of change in 
printing services from internal printing to external printing, it has not demonstrated the 
efforts made to dispose off the obsolete inventory.  
 

In the circumstances, the controls over the obsolete inventory are weak resulting in poor 
usage of space.  
 

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 Management and the Council 
  

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 overall governance. 
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In preparing the financial statements, Management is responsible for assessing the 
Council’s ability to sustain its services, disclosing, as applicable, matters related to 
sustainability of services and using the applicable basis of accounting unless 
Management is aware of the intention to terminate the Council or 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. 
 

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 Council is responsible for overseeing the Council’s financial reporting process, 
reviewing the effectiveness of how Management 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 
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 audit is planned and 
performed to express a conclusion about 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 and that public resources are applied in 
an effective way, 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.  
 

Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the effectiveness 
of internal controls, risk management and overall 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 controls 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 
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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 controls may not prevent or detect 
misstatements and instances of noncompliance. 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 
policies and procedures may deteriorate. 
 

As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism 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 controls.  
 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Management.  

 

 Conclude on the appropriateness of the Management’s use of the applicable 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 Council’s 
ability to continue to sustain its services. 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 Council’s to cease to 
continue to sustain its services.  

 

 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 Council’s 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 controls that are identified during the audit.  
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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 
 

08 June, 2023 
 
 
 
 


