REPORT OF THE AUDITOR-GENERAL ON KENYA WILDLIFE SERVICE FOR THE
YEAR ENDED 30 JUNE, 2022

PREAMBLE

| 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 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

Adverse Opinion

| have audited the accompanying financial statements of Kenya Wildlife Service set out
on pages 35 to 69, which comprise of the statement of financial position as at
30 June, 2022, and the statement of profit or loss and other comprehensive income,
statement of changes in equity (net reserves), statement of cash flows and the 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
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Act, 2015. | 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, because of the significance of the matters described in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in all
material respects, the financial position of Kenya Wildlife Service as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with the International Financial Reporting Standards and do not comply
with the Public Finance Management Act, 2012 and the Wildlife Conservation and
Management Act, 2013.

Basis for Adverse Opinion

1.0 Inaccuracies in the Financials Statements

The financial statements presented for audit had the following inaccuracies;
1.1 Administrative Costs

The statement of profit and loss and other comprehensive income reflects administrative
costs of Kshs.10,328,734,000 as disclosed in Note 11 to the financial statements. The
amount includes directors emoluments of Kshs.4,227,000 out of which Kshs.416,001 is
misclassified amount relating to legal expenses. Further, the administrative costs include
comparative provision for bad and doubtful debts of Kshs.36,499,000 while the audited
2020/2021 financial statements reflects an amount of Kshs.100,641,000 resulting to
unexplained variance amounting to Kshs.64,142,000.

1.2 Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.1,681,166,000 as disclosed in Note 14 to the financial statements out of which third
party confirmation of sampled debtors of Kshs.11,065,450 revealed negative balance of
Kshs.119,430 resulting to an unreconciled variance of Kshs.11,184,881. Further, Note
14(c) reflects staff receivables balance of Kshs.148,432,000 which includes un-
surrendered staff imprest of Kshs.49,490,089. However, the imprest register indicates a
balance of Kshs.7,297,075 resulting to an unreconciled variance of Kshs.38,193,014;

1.3 Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.1,368,458,000 and as disclosed in Note 16 to the financial statements while
supporting schedules reflects Kshs.1,314,972,887 resulting in an unexplained variance
of Kshs.580,536,112.

In the circumstances, the accuracy and completeness of the above balances reflected in
these financial statements could not be confirmed.
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2. Overstatement of Revenue Turnover

The statement of profit or loss and comprehensive income reflects revenue turnover of
Kshs.2,057,504,000 as disclosed in Note 6 to the financial statements. The Service
converts the foreign currency transactions before posting to the accounting system using
the functional foreign exchange rates which are above the Central Bank of Kenya (CBK)
rates that resulted to revenue overstatement by Kshs.10,336,078 and commission
overstatement by Kshs.314,178, all totalling to Kshs.10,650,256.

In the circumstances, the accuracy and completeness of turnover of Kshs.10,650,256
could not be confirmed.

3. Inaccurate Property, Plant and Equipment Balance

The statement of financial position reflects property, plant and equipment balance
Kshs.6,067,542,000 as disclosed in Note 12 of the financial statements which includes
un-determined amount of non-current assets under Kenya Wildlife Service Training
Institute which is an independent entity separate from KWS effective financial year
2021/2022. In addition, analysis of the fixed asset register revealed that non-current
assets acquired at Kshs.574,820,543 by the Service during the year under audit were not
included in the fixed assets register. Further, the asset register did not indicate
depreciation on various categories of assets.

In the circumstances, the accuracy of property plant and equipment balance of
Kshs.6,067,542,000 could not be confirmed

4. Unsupported Legal Fees

The statement of profit and loss and other comprehensive income reflects administration
costs of Kshs.10,328,734,000 as disclosed in Note 11 to the financial statement which
includes legal fees of Kshs.8,476,754 whose supporting documents have not been
provided.

In the circumstances, accuracy, completeness and regularity of the legal expenses of
Kshs.8,476,754 were not provided.

5. Unsupported Electricity Bills

The statement of profit and loss and other comprehensive income reflects administration
costs of Kshs.10,328,734,000 as disclosed in Note 11 to the financial statements. The
amount includes electricity and water expenses of Kshs.71,521,000 out of which
Kshs.12,133,129 relates to arrears of electricity bills which should have reduced balance
reflected under payables. In addition, the payment was not supported with invoices or
account statements from the Kenya Power and Lighting Company (KPLC) for the
respective accounts.
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In the circumstances, the accuracy, completeness and classification of electricity bills
arrears of Kshs.12,133,129 could not be confirmed.

6. Unsupported Trade and Other Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.1,681,166,000 as disclosed in Note 14 to the financial statements. However, the
balance includes unexplained debtors with credit balances totalling Kshs.112,424. In
addition, the balance includes prepayments and deposit balance of Kshs.479,672,000
which includes insurance prepayment of Kshs.22,757,687 but schedules reflect
Kshs.23,777,280 resulting to unexplained variance of Kshs.1,019,593. Further, the report
requesting the Board of Trustees to write-off bad debts in respect to rent arrears of
Kshs.47,701,674 and the approval were not provided for audit.

In the circumstances, the accuracy and completeness of trade and other receivables
balance of Kshs.48,833,691 could not be confirmed.

7. Unjustified Provision

The statement of financial position reflects staff receivables balance of Kshs.148,432,000
as disclosed in Note 14(c) to the financial statements. The amount includes provision for
impairment loss balance of Kshs.30,855,000. However, deceased
employees/dependents left behind outstanding medical liabilities amounting to
Kshs.33,665,010 resulting to unexplained variance of Kshs.2,810,010.

In the circumstances, the accuracy and completeness of provision of impairment loss
balance of Kshs.30,855,000 could not be confirmed.

8. Unsupported Cash and Bank Balances

The statement of financial position reflects cash and cash equivalents balance of
Kshs.6,354,282,000 as disclosed in Note 15 to the financial statements However,
cashbooks, bank reconciliation statements and bank statements for forty (41) bank
accounts with a balance of Kshs.716,872,661 were not provided for audit. In addition, the
balance includes unexplained negative bank balances of Kshs.148,295,290 and negative
cash balances of Kshs.30,399,189 whose respective cash survey certificates were not
provided for audit. Further, cash transactions were noted despite cashless operations in
the entity and the noted cases of unbanked cash were not explained. Also, the balance
includes Kshs.659,237 held in two (2) dormant bank accounts which continue to attract
unnecessary costs and whose certificates of bank balances were not provided for audit.

In the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.6,354,282,000 could not be confirmed.
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9. Unsupported Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.1,368,458,000 as disclosed in Notes 16 to the financial statements. The amount
includes Kshs.135,721,483 with debit balances. The balance also includes trade
payables at Kshs.527,018,000 which was not supported by local purchase orders/ local
service orders, invoices, delivery notes, counter receipt vouchers, inspection and
acceptance reports and ageing analysis. In addition, trade payables balance includes a
withholding tax of Kshs.32,799,460 but there was no evidence of remitting it to the Kenya
Revenue Authority. Further, trade payables and accruals balance include other payables
at Kshs.117,283,000 which was not supported by schedules while the contract retention
balance of Kshs.73,987,000 was not supported by a retention register or evidence of
specific bank account for these funds.

In the circumstances, the accuracy and completeness of the trade payables balance of
Kshs.1,368,458,000 could not be confirmed.

10. Understatement of Deferred Revenue

The statement of financial position reflects trade and other payables balance of
Kshs.1,368,458,000 as disclosed in Notes 16 to the financial statements. The amount
includes accruals balance of Kshs.267,955,000 out of which Kshs.93,700,139 relates to
deferred revenue. However, re-computation revealed a balance of Kshs.288,860,959
resulting in unexplained variance of Kshs.195,160,820. In addition, four thousand and
twenty-eight (4028) safari cards with a balance of Kshs.20,296,383 as at July, 2021 were
not utilized during the year under review and were not disclosed as part of the deferred
revenue as at 30 June, 2022.

In the circumstances, the accuracy and completeness of deferred revenue of
Kshs.93,700,139 could not be confirmed.

11. Long Outstanding Debt

As previously reported, the statement of financial position reflects endowment fund
balance of Kshs.5,068,893,000 as disclosed in Note 18 to the financial statements. The
amount excludes Kshs.2,474,710,000 due from the Kenya National Highways Authority
(KENHA) being compensation for land hived off for the construction of the Southern
Bypass. The amount has been outstanding since 2016 and its recoverability is doubtful
since follow-ups have not yielded any returns and the amount has not been disclosed in
the KENHA financial statements for 2021/2022.

In the circumstances, the accuracy and completeness of Endowment Fund balance of
Kshs.5,068,893,000 as at 30 June, 2022 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Wildlife Service Management in
accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements

Report of the Auditor-General on Kenya Wildlife Service for the year ended 30 June, 2022

5



applicable to performing audits of financial statements in Kenya. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my adverse
opinion.

Other Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted receipts of
Kshs.10,358,394,000 against actual receipts of Kshs.9,229,772,000 resulting in an under-
funding of Kshs.1,128,622,000 or 11% of the budget. Similarly, the Service spent
Kshs.10,328,734,000 against an approved budget of Kshs.11,158,394,000 resulting to an
under-expenditure of Kshs.829,660,000.

The under-funding and under-performance affected the planned activities and may have
impacted negatively on service delivery to the public.

2. Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under Report on
Lawfulness and Effectiveness in Use of Public Resources. However, the Management
has not resolved the issues or given any explanation for failure to adhere to the provisions
of the Public Sector Accounting Standards Board templates.

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.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and the Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources section of my report, | confirm
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Irregular Payment of Allowances

An officer was engaged for a contract period of five (5) years ending
30 November, 2026 but on 10 January, 2022 he was deployed to head Kenya Utalii
College on an acting capacity but continued to be paid monthly salary of Kshs.488,480.
This was contrary to Paragraph B.31 (1) of Public Service Commission Human Resources
Policies, May, 2016 which states that Employees who wish to move from one ministry to
another will have to apply for vacant positions as and when advertised. Further,
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deployment of officers in their substantive capacity within a ministry will be undertaken by
the respective Authorized Officer on recommendation of Ministerial Human Resources
Management Advisory Committee (MHRMAC). In addition, the officer was paid special
duty allowance for eight (8) months instead of six (6) months contrary to Paragraph C.15
(4) of the same policies. Further, another officer was paid acting allowance for seven (7)
months instead of six (6) months contrary to Paragraph C.14 (1) of the same policies

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

2. Irregular Expenditure

The statement of profit and loss and other comprehensive income reflects administration
costs of Kshs.10,328,734,000 as disclosed in Note 11 to the financial statements. The
amount includes operating expenses of Kshs.2,300,383,000 out of which
Kshs.264,701,707 was utilized on roads rehabilitation works from Kshs.300,000,000
received from Tourism Promotion Fund. Analysis of the resulting difference of
Kshs.35,298,292 revealed that Kshs.33,260,290 was utilized on different activities
themed improvement of tourist sites at Nairobi National Park which had not been
approved by the Fund. This also resulted to un utilized funds of Kshs.2,037,994 which
were not refunded back contrary to Regulation 12(2)(b) of The Public Finance
Management (Tourism Promotion Fund) Regulations, 2019. In addition, the budget of the
improvement of tourist sites works was Kshs.8,005,000 therefore the expenditure of
Kshs.33,260,290 resulted to an unproved expenditure of Kshs.25,255,290. Physical
verification revealed that some works contained in the bills of quantities were not
undertaken and vandalism was noted.

3. Long Outstanding Trade Receivables

The statement of financial position reflects trade receivables balance of
Kshs.454,064,000 as disclosed in Note 14(a) to the financial statements out of which
receivables totaling Kshs.177,527,354 were verified in the debtors’ ageing analysis to
have been outstanding for more than three (3) years. This is contrary to Section 72(1) of
the Public Finance Management Act, 2012 which provides that the Accounting Officer of
a National Government Entity shall be responsible for the recording and management of
the entity’s Assets and liabilities.

In the circumstances, Management was in breach of the law and full recoverability of
these debts could not be confirmed.

4. Unsupported Transfer of Endowment Fund

The statement of financial position reflects endowment fund balance of
Kshs.5,068,893,000 as disclosed in Note 18 to the financial statements. These funds
were being held in Standard Chartered Bank but on 07 September, 2021
Kshs.4,777,311,856 was transferred to the newly opened Kenya Commercial Bank (KCB)
account. However, Board minutes approving the opening of the new account and
transferring of funds were not provided for audit. In addition, the continued operation of
the two bank accounts contravenes The National Treasury authority which states that
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endowment funds will be held in one bank account at KCB. Further, a balance of
Kshs.20,537,075 which was not transferred from the Standard Chartered Bank did not
earn any interest for five (5) months ending 30 June, 2022 estimated at Kshs.684,569 at
a KCB rate of 8% per annum. It was also Noted that Endowment Fund had not been
established contrary to the Wildlife Conservation and Management Act, 2013.

In the circumstances, Management was in breach of the law.
5. Incomplete Proposed Construction of Director General’s Residence

The contract for construction of the proposed Director General residence inside Nairobi
National Park was awarded at a contract sum of Kshs.31,380,341 for a period of one year
ending 18 May, 2022. However, on 17 May, 2022 a day before the end of contract period,
the contractor requested for termination of the contract citing financial constraints when
the completed works were estimated by project manager to be at 60% while
Kshs.20,932,000 or 66% had been paid. In addition, the contract was varied upward by
Kshs.3.2 million approximately 10% less than twelve (12) months of award. This was
contrary to Section 139(3) of Public Procurement and Asset Disposal Act, 2015 with
states that no contract price shall be varied upwards within twelve months from the date
of the signing of the contract. Physical inspection revealed that the contractor was not on
site and project had not been completed.

In the circumstances, value for money on proposed construction of the Director General’'s
residence at Nairobi National Park could not be confirmed.

6. Irregularities in Procurement for National Wildlife Census

On 10 September, 2021 an amount of Kshs.19,857,000 was paid for consultancy services
on documentation and production of the content for National Wildlife Census procured
using restricted tender method. However, the following unsatisfactory matters were noted,;

i. The request for proposal was sent to ten (10) firms out of which four (4) firms were
not in the prequalified list contrary to Section 102(1) (a) of the Public Procurement
and Asset Disposal Act, 2015.

ii. The tender opening committee did not prepare tender opening minutes contrary to
section 78(10) and (11) of the same Act.

iii. Two (2) firms shared the same staff and physical address as verified from the
stamped documents and details in the CR12 registration while a director of one firm
represented another in the financial proposal bid opening and delivered bid
documents prepared by the winning bidder.

iv. Three (3) firms were considered to be responsive in the preliminary evaluation but
one did not provide the required three (3) years audited financial statements and six
(6) months bank statements while another did not provide the required
recommendation letters from three (3) firms.
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The was no evidence of delivery on data collection and production of short clips from
the eight (8) conservancy areas amounting to Kshs.6,472,000, professional
consultancy service (scripting, story boards, voice overs, jingles and tag lines) costing
Kshs.1,682,000 and development of a multimedia photo gallery website to be linked
to the official website at Kshs.4,442,850.

In the circumstances, Management was in breach of the law and value for money of
Kshs.19,857,000 paid for consultancy services on documentation and production of the
content for National Wildlife Census could not be confirmed.

7.

Irregularities in Piloting on Use of Drones

In the year under review, tender for piloting on use of drones to count wildlife in open
savannah ecosystem was awarded to a firm that had quoted Kshs.27,000,000. However,
the following unsatisfactory matters were noted;

Vi.

Vii.

viii.

The approval to use restricted tender method was given on 24 May, 2021 five (5) days
before the requisition was raised.

The firm did not provide a signed letter from a manufacturer indicating that they were
authorized agents in Kenya and evidence of being registered by the firearms Licensing
Board of Kenya which were among the mandatory evaluation criteria.

There was no evidence of the firm performing similar works, capacity to access at least
thirty (30) drones, any evidence of ownership of a DJI Mavic2 pro-megapixel RGB
camera, minimum flying time thirty (30) minutes, technical data capacity and data
hosting capability.

The certificate of the lead drone pilot and certification of lead coordinator as a member
of a Media Regulatory Body were not provided for audit.

The tender opening committee and tender evaluation committee were not appointed
by the Accounting Officer contrary to Section 78(1) and 46(1) of the Public Procurement
and Asset Disposal Act, 2015.

There was no evidence that a market survey was conducted since no report was
provided for audit.

Review of store records and goods received note revealed that only twelve (12) military

grade drone cameras were received in the four (4) parks contrary to the issued
specifications.

The internal audit report indicated that out of the two (2) drones tested at Mwea
National Reserve one disappeared in the bush while the other had battery issues while

flying.

There was no field survey report or a report to The National Treasury on the actual
expenditure not later than two months after the payment.
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X. On 22 September, 2021 an amount Kshs.18,000,000 was paid which exceeded the
amount in the procurement plan and the approved budgeted of Kshs.10,550,000 by
Kshs.7,450,000. This contravenes Regulation 51(2) of Public Finance Management
(National Government) Regulations, 2015 which states that expenditure commitment
for goods and services should be controlled against spending and procurement plans
approved by the responsible Accounting Officer, based on allocations and allotments
from approved budgets. This is an indication that some of the activities which were
planned for and approved were never undertaken.

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

8. Delayed Deliveries of Goods

Review of payment vouchers revealed that Kshs.8,025,000 was paid to two (2) suppliers
who had delivered goods more than two (2) months after the stated delivery date. This
was contrary to Regulation 53 (1) of Public Finance Management (National Government)
Regulations, 2015 which states that a local purchase order or local service order shall be
valid for a period of thirty days from the date of issue.

In the circumstances, Management was in breach of the law.
9. lIrregular Procurement Processes

During the year under review, the following irregularities of the procurement process were
noted;

9.1 Supply and Delivery of Chairs and Tables

The quotation for supply and delivery of fifty (50) chairs and ten (10) tables at Nairobi
National Park club house was awarded at a sum of Kshs.1,891,000. However, the tender
opening committee was not appointed in writing while the tender evaluation and
inspection and acceptance committees were not appointed by the Accounting Officer
contrary to Regulation 91(2)(a) and (b) of the Public Procurement and Asset Disposal
Regulations, 2020. In addition, the winning bidder was issued Local Purchase Order
before the professional opinion was issued.

9.2 Renovation and Refurbishment at Club House

The quotation for renovation and refurbishment works to Nairobi National Park Club
House was awarded at a cost of Kshs.3,176,840. However, the tender opening and
inspection and acceptance committees were not appointed by the Accounting Officer. In
addition, the winning bidder did not attach evidence of previous work done as one of the
preliminary mandatory requirements. Further, full payment was made but the completion
certificate and handover reports were not provided for audit.
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9.3 Fabrication and fit of Bull Bars for Vehicles

The quotation for fabrication and fitting of bull bars, side bars and rear bars for Isuzu
Dmax TFS 86 was awarded at Kshs.1,151,576 to a supplier who was not in the list of
prequalified suppliers. In addition, there was no evidence of appointment of quotation
opening committee and that of evaluation was not appointed by the Accounting Officer.
Further, professional opinion was not signed by the accounting Officer within a day after
receiving it from head of procurement.

9.4 Direct Procurement

During the year under review, goods totalling to Kshs.3,398,222 were procured through
direct procurement despite them exceeding the threshold of Kshs.50,000 for low value
procurements. This was contrary to Section 107 of the Public Procurement and Asset
Disposal Act, 2015.

9.5 Procurement for Delivery, Printing Stationery

The statement of profit or loss and other comprehensive income reflects advertising,
printing, stationery and photocopying amount of Kshs.61,093,000 as disclosed in Note 11
to the financial statements. However, review of the procurement processes revealed that
there were no letters appointing the adhoc opening and evaluation committee, no
evidence of professional opinion based on a market survey amd quotation issued to firms
not prequalified.

9.6 Procurement of Development and Execution of Endangered Species

During the year under review, Kshs.2,892,500 was paid for development and execution
of endangered species campaign for 2022 and acceptance report. However, there was
no evidence that the requisition form was approved and members of the evaluation
committee were appointed on 28 April, 2022, signed the evaluation report on 29 April,
2022 and professional opinion issued on 28 April, 2022 and approved the same day. In
addition, the quotation listing form was dated 04 May, 2022, five days after the
professional opinion was approved. This was contrary to Regulations 71(1) and 79(1) of
the Public Procurement and Disposal Regulations, 2020.

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

10. Irregular Payment of Allowances

Analysis of the payroll data revealed payment of special duty allowance to eighty-eight
(88) members of staff which exceeded the maximum six months while two (2) staff were
paid acting allowance beyond six months. This was contrary to Paragraph B.31 (1) of
Public Service Commission Human Resources Policies, May, 2016 which states that
employees who wish to move from one ministry to another will have to apply for vacant
positions as and when advertised. Further, deployment of officers in their substantive
capacity within a ministry will be undertaken by the respective Authorized Officer on
recommendation of MHRMAC. In addition, six (6) members of staff were overpaid
unexplained special duty allowance by Kshs.1,440,485.
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In the circumstance, Management was in breach of the law.

11. Operating Without a Board of Trustees

During the year under review, the Service operated without a Board of Trustees contrary
to Section 8(1) The Wildlife Conservation and Management Act, 2013. It is therefore not
clear how the functions indicated in Section 9 of this Act of overseeing effective
implementation of the national wildlife policy, approval of the strategic plans, operational
policies and capital and recurrent budget of the Service were undertaken.

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

12. Unjustifiable Payments

The statement of profit and loss and other comprehensive income reflects directors
emoluments of Kshs.4,227,000 as disclosed in Note 11 to the financial statements which
includes Kshs.740,127 paid to the former Chairperson of the Board in the form of
honoraria, sitting allowance, air ticket, accommodation and lunch allowances. However,
there was no evidence of discharging duties since from the time of the appointment on
16 December, 2021 up to the time when his appointment was revoked on 13 July, 2022
there was no Board of Trustees.

In the circumstances, the Service may not have obtained value for money incurred by the
chairman during his tenure.

13. Procurement and Implementation of New Revenue Collection System (RMS)

The contract for design, supply, implementation, testing and commissioning of a revenue
collection and management solution in all Kenya Wildlife Service national parks and
reserves was signed on 16 August, 2021 with a funding of USD 770,000 or
Kshs.77,000,000 from USAID. However, the following unsatisfactory matters were noted;

13.1 Irregularities in Contract Award and Execution

i.  The contract was entered on 16 August, 2021, a date which was twenty-six (26)
days beyond the ninety-day (90) tender validity period which lapsed on 22 July,
2021. The contract was for a period of fifteen (15) years at a management service
fee of 7.3% with an option for automatic extension for five (5) years but in case of
termination, an automatic extension of twelve (12) months; However, this
management fees was above the gazetted park entry fees which is contrary to
Section116 (2) (b) of the Wildlife Conservation and Management Act, 2013.

ii. There was no duly signed notification of award/ award letter and acceptance
contrary to Section 135(6b) of Public Procurement and Asset Disposal Act, 2015
or evidence of conducting due diligence contrary to Section 83(1) of Public
Procurement and Asset Disposal Act, 2015.
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Vi.

Vil.

viii.

13.2

The financial proposal submission form (tender form) was not provided contrary to
Section 135(6¢) of Public Procurement and Asset Disposal Act, 2015 which states
that the tender documents shall be the basis of all procurement contracts and shall
constitute at a minimum price schedule or bills of quantities submitted by the
tenderer;

This contract was not published and publicized in parks and reserves and was not
reported within 14 days to the Public Procurement Regulatory Authority contrary
to Section 138 of the Public Procurement and Asset Disposal Act, 2015 and Article
227 of the Constitution of Kenya 2010;

The system was to be completed within the 40 weeks after the date of signing of
the contract document and project charter documents. However, interviews and
physical inspection in April, 2023 revealed that the project was incomplete and it
was at the piloting stage in eleven (11) parks. The Service was therefore using the
Safari Card system and manual preprinted receipts to collect revenue.

The Service incurred costs of computer infrastructure, peripherals and equipment
instead of the service provider as per Clause 2.2 (f) of the contract agreement.

The service provider did not develop any system design contrary to clause 2.2 (b)
of the contract agreement, it was therefore not possible to evaluate the
performance of RMS implementation

There was no evidence of project management team and project steering
committee performing their duties including highlighting failure to fully implement
revenue collection system despite funding of $770,000

The project monitoring and progress reports since inception of RMS
implementation phase were not provided for audit.

Irregularities in Contractors Documents

Review of wining company registration documents revealed discrepancies in
directorship and shareholding. Those who signed the bid documents and approved
financial statements for financial years 2017, 2018 and 2019 are not those in the
registration documents. In addition, these financial statements contained errors,
inaccuracies and inconsistencies.

Verification of ICT Authority Certificate of Accreditation in the ICT Authority Pre-
System Accredited Companies portal revealed that the certificate belonged to
another firm and expired on 16 January, 2021.

Confirmation of the Communications Authority Content Service Provider license
from the Communications Authority Unified Telecommunications Licensee
Register revealed that the Service provider is neither a licensed public service
provider nor a licensee in any other category in the licensing framework.
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iv.  The submitted compliance certificate from National Social Security Fund (NSSF)
did not originate from NSSF.

v. The company submitted copies of financial statements for financial years 2017,
2018 and 2019 but confirmation at Kenya Revenue Authority revealed that the PIN
certificate was issued on 30 June, 2020 and Pay As You Earn (PAYE) obligation
registered on 01 July, 2022.

vi.  There was no evidence to show that the service provider registered the intellectual
property rights of the software in Kenya contrary to Section 34 and 45 of the
Industrial Property Act, 2001. In addition, the service provider did not register as a
data collector and data processor in Kenya contrary to Section 18 and 19 of the
Data Protection Act, 2019.

13.3 Irregular Charges

The 7.3% commission was being charged before rolling out the system in all parks
contrary to the contract agreement and was deducted at source before remitting the
collected revenue to KWS revenue account. As at January, 2023, Kshs.131,208,189 was
collected while the service provider had drawn Kshs.9,578,198 as revenue collection
commission. This is contrary to Clause no. 11.5 which prohibited charging of fees during
the testing environment. Also, there was no evidence of approval by The National
Treasury to charge 7.3% commission fee which is more than gazetted fees.

13.4 System Data and Reports Inconsistencies

There was a total of 58,145 transactions amounting to Kshs.1,244,495 with less amount
in the bank than the amount recorded by Zuru park system. In addition, there was a total
of 15,681 transactions amounting to Kshs.3,685,904 with more amount in the bank than
the amount recorded by Zuru park system. Management did not provide any designs on
how the mapping among the two sets of data is done.

In the circumstances, it was not possible to establish the accuracy of the revenue reported
by Zuru park verses revenue recorded in KCB bank collection account.

13.5 Failure to obtain clearance from the Attorney General

Kenya Wildlife Service (KWS) had projected revenue from park entry for the next five
years (2022/23, 2023/24, 2024/25, 2025/26 and 2026/27) to be Kshs.4.003 billion,
Kshs.4.723 billion, Kshs.5.196 billion, Kshs.5.716 and Kshs.6.173 billion respectively.
Based on the revenue projections, average annual revenue collections of Kshs.5.1622
billion for 15 years at a management service fee of 7.3% would result to an equivalent
contract sum of Kshs.5.653 billion.

The contract value exceeded Kshs.5 billion and was not forwarded for clearance by the
Attorney-General before being signed. This is contrary to Section 134 (2) of the Public
Procurement and Asset Disposal Act, 2015 which requires that an accounting officer of a
procuring entity shall ensure that all contracts of a value exceeding Kenya shillings five
(5) billion are cleared by the Attorney-General before they are signed.
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In the circumstance, Management was in breach of the law.

13.6 Misleading Project Closeout

The Accounting Officer did a closeout administrative guidance indicating that all
milestones had been achieved, completed, verified and submitted all required reports as
per the grant agreement plus the final voucher. However, review of the milestones relating
to revenue management system revealed that not all milestones had been achieved at
the time the closeout report was done and submitted to USAID.

13.7 Unapproved Reallocation of Funds

There was no evidence of presenting a request to re-allocate funds meant for acquisition
of Revenue Management System to purchase equipment which included servers,
computers, UPS and firewall before the board of trustees or USAID. In addition, these
items were not part of the milestones neither were they included in the KWS approved
procurement plan for the period 2020-2021.

13.8 Irregular Reallocation

Review of USAID bank statements and cheque counterfoils revealed that
Kshs.166,032,854 was irregularly transferred to Standard Chartered donations bank
account and Kshs.68,149,810 to Standard Chartered operations account. However, there
was no evidence of approval by the donor for the reallocation of funds or getting
instructions for payment of Kshs.63,896,654 out of the project account. This is contrary
to Regulation 48(1) of Public Finance Management (National Government) Regulations,
2015 which states that for purposes of section 43(3) (c) of the Act, Accounting Officers,
may authorize reallocation of funds within programmes or sub-votes provided that
reallocation is in accordance with donor conditions in the case of reallocation impacting
on donor-funded expenditure and Regulation 76(3) which states that every payment or
instruction for payment out of the project account shall be strictly on the basis of the
approved estimates of budget and financing agreement.

13.9 Contravention of Court Order

The court granted temporary restraining orders against implementing, levying, charging
or collecting park entry and activity fees prescribed under the Wildlife (Conservation and
Management) (National Parks) (Amendment) Regulations, 2022 pending hearing and
determination of the petitioner’s application. This implied that the Service was supposed
to revert to rates under Legal Notice no. 155 of 06 August, 2020 but instead based them
on higher rates of 7.3% commission under Regulation, 2022 and as at 25 January, 2023,
the tourist/ visitors had been charged convenience fee amounting to Kshs.9,578,198. The
7.3% convenient fee which is above the gazette fee is not charged in all parks and
customers preferred other forms of payments and not the RMS to avoid 7.3%
convenience fee.
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13.10 Unsupported Receipts

There was no evidence of requisition funds from USAID using signed SF-1034 and
invoices, signed certificate of completion which contravenes USAID agreement and
exposed the Service to possible recovery of funds. In addition, a separate bank account
for these funds was not opened contrary to Regulation 76(1) of the Public Finance
Management (National Government) Regulations, 2015. Further, there was no evidence
of extension of the project period and the continued operation is the bank account after
the lapse of the project period contravenes Section 74 (6d) of Public Finance
Management (National Government) Regulation, 2015.

13.11 Irregular Receipt of Funds

Review of the USAID bank statements for both Standard chartered account and KCB
bank account revealed that KWS received USD. 5,000,000 for all milestones as per the
USAID agreement number AID-615-F-16-0002, which included USD. 770,000 for RMS.
The funds were received before the commencement of procurement process vide tender
no. KWS/USAID/EOI/ICT/39/2020-2021 advertised on 09 February, 2021. This
contravenes USAID agreement, which states that in order to receive payment, the
recipient must submit requests for payment to the controller USAID/KEA/OFM, signed
SF-1034 and invoices, signed certificate of completion with the request for payment
certifying that the activities for which payment is being requested have been completed.
Failure to submit such certificate shall result in non-payment by USAID and/or the
requirement for the recipient to refund any payments previously made. Management did
not provide documents used to requisite the USD. 770,000 for audit. Further, it was not
possible to ascertain how the Management accounted for all the USD 770,000 that the
Service received from USAID.

In the circumstances, Management was in breach of the law and value for money on the
acquisition of the New Revenue Collection System (RMS) at USD 770,000 or
Kshs.77,000,000 could not be confirmed.

14. Unapproved Expenditure

During the year under review, computers were purchase at Kshs.11,526,000 while the
approved budget was Kshs.4,361,000 resulting to unapproved expenditure of
Kshs.7,165,000. In addition, notification for award of the tender to the supplier was done
on 4 January, 2021 before the requisition to purchase was raised. This is contrary to
Section 35(1)(h) of the Public Finance Management Act, 2012 which requires
implementation of the approved budget;

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | 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, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, internal controls, risk management and overall governance were not
effective.

Basis for Conclusion
1. Delayed Preparation of Bank Reconciliation Statements

Review of bank reconciliation statements revealed instances where bank reconciliation
statements were not prepared on monthly basis. This is contrary to Regulation 90(1) of
the Public Finance Management (National Government) Regulations, 2015 and in some
instances the bank reconciliation statements for the period ended 30 June, 2022 were
prepared after a period exceeding nine months.

In the circumstances, the internal controls on preparation of bank reconciliation
statements could not be confirmed.

2. Weaknesses in Imprest Management
Review of imprests records revealed the following unsatisfactory matters;

i. Atemporary imprest of Kshs.38,063,632 was issued to a group instead of individuals
contrary to Regulation 91(2) of the Public Finance Management (National
Government) Regulations, 2015 which provides for issuing of imprest to individuals.
This made it difficult to confirm individual surrender and the payment schedules were
not signed by individuals.

ii. There was no evidence of clearance from the Head of Public Service for foreign trips
and copies of duly stamped passports were not attached to payment vouchers.

iiil. Management did not maintain a complete imprest register detailing; payee, imprest
warrant number, date of issue, due date and date of surrender. This was contrary to
provisions of Regulations 52(1)(j) and 92(4)(c) of the Public Finance Management
(National Government) Regulations, 2015.

iv. There was no evidence of formal application for the imprest through an imprest
warrant or posting of surrenders in the ledger to ensure accuracy which is contrary to
Regulation 91 (2) of the Public Finance Management (National Government)
Regulations, 2015.
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v. Some officers were issued with multiple imprests which amounted to Kshs.19,502,362
before surrendering previously issued imprests contrary to Regulation 93 (8) of the
Public Finance Management (National Government) Act, 2015.

In the circumstances, the internal controls on issuance and surrender of imprest could not
be confirmed.

3. Weaknesses on the Revenue Collection System

Review of the safari card revenue collection system revealed that the vendor of the
solution was no longer in operations and therefore hardware and software requirements
are not available which exposes the system to attacks. The Service reverts back to the
manual receipt books when Safari card completely fails. In addition, there was no policy
on the Management of free entries.

In the circumstances, effectiveness of internal controls of safari card revenue collection
system could not be confirmed.

4. Lack of Updated Policies

Review of Service records revealed that there is no debt /credit management policy which
may have led to increased exposure to credit risk occasioned by increased level of bad
debts. In addition, Management relies on the Accounting Policies and Procedures
Manual, 2015 which many be outdated and not responding to emerging changes.

In the circumstances, effectiveness of internal controls on debt management and
accounting procedures could not be confirmed.

5. Weaknesses in Risk Management

During the year under review, the Service experienced a ransomware cyber incident
which led to data loss as established by National Computer and Cybercrimes Committee
(NC4). In addition, there was no approved Information and Communications Technology
(ICT) policy and a Disaster Recovery Plan.

In the circumstances, effectiveness of risk management could not be confirmed.
6. Missing Details in Asset Register

Review of the asset register revealed missing details of the dates of assets acquisition,
unique identification numbers, purchase prices and depreciation amounts of the assets
were not reflected in the asset register.

In the circumstances, effectiveness of internal controls on maintenance of fixed asset
register could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
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operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Trustees

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards 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.

In preparing the financial statements, Management is responsible for assessing the
Service’s ability to continue 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 Service 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 Board of Trustees is responsible for overseeing the Service’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 overall
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,
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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, | consider internal controls 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 controls that
might be material weaknesses under the ISSAIls. A material weakness is a condition in
which the design or operation of one or more of the internal controls 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 controls 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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e 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.

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

e Conclude on the appropriateness of 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 Service ’s
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| 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 Service to cease to continue to
sustain its services.
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e 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.

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

e Perform such other procedures, as | consider necessary in the circumstances.

| communicate with the 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.

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to 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 July, 2023
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