REPORT OF THE AUDITOR-GENERAL ON NATIONAL YOUTH COUNCIL 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 National Youth Council set out
on pages 42 to 59, which comprise of the statement of financial position as at
30 June, 2022, and the statement of financial performance, the statement of changes in
net assets, the 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 Act, 2015. | have obtained all
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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 discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the National Youth 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 (Accruals Basis) and do not comply with the Public
Finance Management Act, 2012 and the National Youth Council Act, 2009.

Basis for Adverse Opinion
1. Presentation of the Financial Statements

Review of the financial statements presented for audit revealed the following disclosures
which are non-compliant with the Public Sector Accounting Standards Board (PSASB)
financial reporting template:

I). The Chairperson’s statement, Chief Executive Officer and the Statement of
Directors’ responsibilities and Schedule of inter-entity transfers were not signed;

ii). Corporate Governance Statement does not include details of member’s attendance
of Board meetings, succession plan, the process of appointment and removal of
Directors, induction and training, Board and Member performance, conflict of interest
disclosures, ethics and conduct;

iii). Management Discussion and Analysis report does not have a report on the
operational and financial performance of the Organization for the last three to five
years period, the entity’s key projects or investments decision implemented or
ongoing, the entity’s compliance with statutory requirements, major risks facing the
Council, material arrears in statutory and other financial obligations, review of the
economy, review of the sector, future developments and any other information
considered relevant to the users of the financial statements;

iv). Brief highlight of key activities during the year, has been omitted in the Chairperson’s
report;

v). Environmental and Sustainability reporting does not have any information under
Sustainability Strategy and Profile, Environmental Performance, Employee Welfare
and Corporate Social Responsibility/Community Engagements;

vi). Explanatory note on net cash flows from operating activities was not included and
referenced in the statement of cash flows.

In the circumstances, the financial statements presented for audit, do not conform to the
Public Sector Accounting Standards Board financial reporting template issued on
30 June, 2022.
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2. Inaccuracies in the Financial Statements
2.1 Misclassification of Expenditure

The statement of financial performance reflects an expenditure of Kshs.53,728,575 in
respect of use of goods and services as disclosed in Note 5 to the financial statements.
Review of sampled payments revealed mis-postings and misclassification of expenses
totalling Kshs.3,241,357 charged to unrelated expenditure items. The necessary
adjustments have not been effected to correct the mis-postings.

2.2 Variances in Comparative Balances

The comparative balances reflected in the financial statements, differed from the
balances reflected in the audited 2020/2021 financial statements as shown below:

Comparative Audited
Figurein Figurein
Financial 2020/2021
Statements for Financial
Reference to Financial 2021 - 2022 | Statements Variance
Item Statements (Kshs) (Kshs.) (Kshs)
Capital Grants Statement of Changes 0 3,153,620 | (3,153,620)
in Net Assets
Surplus or Deficit Statement of Changes 0 4,824,255 | (4,824,255)
for the Period in Net Assets
Prior Year Statement of Changes 0 5,987,763 | (5,987,763)
Adjustment in Net Assets
General Reserve Statement of Changes 16,950,539 | 13,796,919 3,153,620
(total) in Net Assets
Peace/ Note 5 0 1,161,000 | (1,161,000)
Empowerment
Forums
Depreciation Note 8 0 5,986,812 | (5,986,812)
Payables Note 9 0| 14,656,784 | (14,656,784)
Inventories Note 7 0 3,424,531 | (3,424,531)
Reserves Brought | Note 10 21,774,794 3,153,620 18,621,174
Forward
Accumulated Note 10 (4,824,255) | 19,784,682 | (24,608,937)
Surplus/Deficit
Prior Year Note 10 0 5,987,763 | (5,987,763)
Adjustment

Management did not provide reconciliation or explanation for the restatement or relevant
adjustments for the variances noted.
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2.3 Remuneration of Directors

The statement of financial performance reflects an amount of Kshs.13,259,932 for the
remuneration of Directors as disclosed in Note 4 to the financial statements. However,
recasting of items under Note 4 total to Kshs.14,279,932, resulting in a variance of
Kshs.1,020,000 which has not been explained or reconciled.

2.4 Unsupported Payables

The statement of financial position and Note 9 to the financial statements, reflects
payables balance of Kshs.18,305,472. However, a detailed analysis and a ledger for the
balance were not provided for audit review. Further, Note 11 reflects pending bills of
Kshs.16,305,472 resulting in an unreconciled and unexplained variance of
Kshs.2,000,000.

2.5 Failure to Itemize Unpaid Expenditure into the Respective Expenditure Codes

The statement of financial performance reflects a pending bills amount of
Kshs.16,305,472 as disclosed in Note 11 to the financial statements. The unpaid
expenses were however, not classified into their respective expenditure items but were
captured as a lump sum amount in the statement of financial performance.

In the circumstances, the accuracy and completeness of financial statements for the year
ended 30 June, 2022 could not be confirmed.

3. Unsupported Pending Bills Paid - Statement of Cash Flows

The statement of cash flows reflects payment of pending bills amount of
Kshs.12,719,178, which as disclosed in Note 12 to the financial statements relate to the
previous financial year pending bills. The payment vouchers and the respective
supporting documents were however, not provided for audit review.

In the circumstances, the propriety and accuracy of the pending bills paid of
Kshs.12,719,178 reflected in the statement of cash flows could not be confirmed.

4. Unsupported Expenditure

The statement of financial performance reflects use of goods and services expenditure of
Kshs.53,728,575 as disclosed in Note 5 to the financial statements. The amount includes
expenditures of Kshs.22,010,068 whose payment vouchers and supporting documents
were not provided for audit review.

In the circumstances, the propriety and completeness of the expenditure totalling
Kshs.22,010,068 could not be confirmed.
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5. Overpayment on Foreign Travel

The statement of financial performance reflects use of goods and services amount of
Kshs.53,728,575, which includes foreign travel amount of Kshs.3,574,984. Included in
foreign travel amount of Kshs.3,574,984 is an expenditure of Kshs.1,392,955, being
overpayment of per diem to one (1) officer and two (2) Board members. Management did
not provide reasons for the overpayments.

Further, included in the foreign expenditure is Kshs.1,100,127 paid to two officers for
attending a seminar in Morocco that was not supported by invitation letters, boarding
passes, a program of activities and copies of passports showing entry and exit in Kenya
and Morocco. In addition, review of the budget revealed that foreign travel was not in the
approved budget and it is not clear why the Council incurred the expenditure without
budgetary provision.

In the circumstances, the propriety, completeness and value for money of the expenditure
of Kshs.3,574,984 could not be ascertained.

6. Unconfirmed Expenditure on Leadership and Governance

The statement of financial performance reflects an amount of Kshs.53,728,575 in respect
of use of goods and services which as disclosed in Note 5 to the financial statements
includes youth participation in leadership and governance expenditure of
Kshs.25,171,596. Included in the expenditure is amount of Kshs.2,102,200, being
expenditure on various activities carried out jointly with United Nations Development
Programme (UNDP). The approved budget allocation showing items funded by both
partners was however, not provided for audit review. In the absence of the budget, there
is a possibility of the same activities being paid for by both partners.

In the circumstances, the propriety, occurrence and completeness of the expenditure
could not be confirmed.

7. Unexplained Variance in Cash and Cash Equivalents

The statement of financial position and Note 6 to the financial statements, reflect cash
and cash equivalents balance of Kshs.2,615,540 in respect of the current bank account
held by the Council. The cashbook and bank reconciliation statements however, reflect a
an overdraft of Kshs.1,870,128 resulting in an unexplained and unreconciled variance of
Kshs.4,485,668. Further, the certificate of bank balance was not provided and bank
charges totalling Kshs.21,180 were not included in the expenditure for the year under
review.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.2,615,540 could not be confirmed.
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8. Property, Plant and Equipment

The statement of financial position and Note 8 reflect property, plant and equipment
balance of Kshs.12,621,932. Review of the assets records revealed that an iPad pro 12.9,
iPhone 12 and private number plate for GKB 825V allocated to the former Chief Executive
Officer (CEO) and two (2) iPad Pro 11 allocated to two Board members all valued at
Kshs.950,518 were not returned after the expiry of the term of the Board Members.
Further, the Council’s assets were not tagged for ease of identification.

In addition, Note 8 to the financial statements on the schedule of property, plant and
equipment has not been prepared in accordance with the International Public Sector
Accounting Standards, (IPSAS) No.17. The explanatory note does not disclose each
class of asset recognized in the statements, the measurement basis for determining the
carrying amounts, accumulated depreciation at the beginning and end of the period,
additions and disposals, revaluations and impairments. The fixed assets register
maintained by the Council was incomplete as it lacked details such as asset serial
numbers and location. Furniture and equipment were also not disaggregated and
itemized.

In the circumstances, the accuracy, ownership and completeness of the property, plant
and equipment balance of Kshs.12,621,932 as at 30 June, 2022 could not be confirmed.

9. Unsupported Trade Payables

The statement of financial position and Note 11 to the financial statements reflect trade
and other payables balance of Kshs.18,305,472, whereas the supporting schedule/ledger
and payment vouchers total to Kshs.9,393,314 resulting to an unexplained and
unreconciled difference of Kshs.8,912,158.

Further, trade payables balance of Kshs.3,749,390 was not supported with requisite
records including invoices, delivery notes, evaluation committee minutes, local purchase
orders and receipts.

In the circumstances, the accuracy, and completeness of the trade payables balance of
Kshs.18,305,472 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 National Youth Council 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
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.

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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Other Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects revenue budget and
actual amounts on comparable basis of Kshs.103,000,000 and Kshs.100,384,460
respectively, resulting in a revenue shortfall of Kshs.2,615,540 or 3% of the budget.
Similarly, the Council spent Kshs.122,477,793 against a final budget of Kshs.105,942,321
resulting in an over-expenditure of Kshs.16,535,472 or 16% of the budget. The approval
of the over-expenditure by the Youth Advisory Board and National Treasury was not
provided for audit review. Further, no explanation for material variances between the final
budget and actual amounts was provided.

The revenue shortfall affected the planned activities and programs and impacted
negatively on service delivery to the public while the over-expenditure was incurred
irregularly.

2. Unresolved Prior Year Audit Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of Internal Controls, Risk Management and
Governance. Although the Management disclosed under the progress on follow-up of the
auditor's recommendations section of the financial statements that, all the issues were
resolved, no documents were provided on how the matters were resolved.

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 Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, | confirm that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion

1. Unbalanced Budget

The statement of comparison of budget and actual amounts reflects final revenue budget
of Kshs.103,000,000 and the final expenditure budget of Kshs.105,942,321 resulting in
an unbalanced budget of Kshs.2,942,321, contrary to Regulation 33(c) of the Public
Finance Management (National Government) Regulations, 2015 which states that the
budget shall be balanced.

In the circumstances, the Management was in breach of the law.
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2. Failure to Provide Motor Vehicle Work Tickets and Fuel Records

The statement of financial performance reflects Use of Goods and Services amount of
Kshs.53,728,575, which includes expenditure of Kshs.2,216,700 on fuel, oil and
lubricants as disclosed in Note 5 to the financial statements. Among the motor vehicles
that drew fuel, work ticket for the July, 2021 for GKB 825U was not provided for audit
verification. .

Further, review of fuel statements provided for audit revealed registration numbers of the
vehicles that drew fuel were not indicated in the statement. Thus, it was not possible, to
determine whether the fuel was issued to Council motor vehicles and for official purposes.

In the circumstances, validity of the expenditure of Kshs.2,216,700 could not be
confirmed.

3. Irregular Recruitment and Stipends to Interns

The statement of financial performance reflects amount of Kshs.34,550,422 on employee
costs, which includes salaries and wages of Kshs.31,831,244 as disclosed in Note 3 to
the financial statements. Review of documents provided on recruitment during the year
revealed that an intern was offered employment vide a letter dated 22 March, 2022 and
was to report on 01 April, 2022, but requested to report on 01 September, 2022. The daily
staff reporting register however, revealed that the intern worked between April and
September, 2022. Thus, the records are not clear on the period the intern worked. Further,
salaries and wages amount of Kshs.31,831,244 include an amount of Kshs.970,000 in
respect of stipend allowances to volunteers and interns. The Management did not
however, provide criteria for appointing the volunteers, academic qualifications,
application letters, interview records and contracts on terms and conditions of
employment, for audit review.

In the circumstances, the regularity and propriety of the wages and stipends to interns
could not be confirmed.

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
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, Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources and Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance sections of my
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report, based on the audit procedures performed, | confirm that internal controls, risk
management and governance were not effective.

Basis for Conclusion

Failure to Elect and Appoint Council Members

Review of the Council records revealed that, the Council to oversee the day-to-day
management of the National Youth Council had not been appointed. No elections have
been done since the inception of the entity, contrary to Section 4 of the National Youth
Council Act, 2009 which state that, the Council shall regulate and coordinate youth
activities, promote, popularise, lobby and review youth policies, mobilise resources for
youth programs, inspire and promote the spirit of unity, patriotism, volunteerism and
service among other functions.

In the circumstances, the effectiveness of the Council’s operations and processes 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
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 those Charged with Governance

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 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 and for its assessment of the effectiveness
of internal control, risk management and overall governance.

In preparing the financial statements, Management is responsible for assessing the
Council’'s ability to sustain 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.
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Those charged with governance are 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 ISSAIls 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, | 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 control would not necessarily disclose all matters in the internal control 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 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 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, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:
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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 the Management.

e 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 | 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 Council to cease to
continue to sustain its services.

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 Council 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 control 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 May, 2023
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