REPORT OF THE AUDITOR-GENERAL ON KENYA INSTITUTE OF CURRICULUM
DEVELOPMENT FOR THE YEAR ENDED 30 JUNE, 2023

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
Opinion

| have audited the accompanying financial statements of Kenya Institute of Curriculum
Development set out on pages 1 to 29, which comprise of the statement of financial
position as at 30 June, 2023, and the statement of financial performance, statement of
changes in net assets, 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 the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, the financial position of Kenya
Institute of Curriculum Development as at 30 June, 2023, and of its financial performance
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and its cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards (Accrual Basis) and comply with the Public Finance Management
Act, 2012 and the Kenya Institute of Curriculum Development Act, 2013.

Basis for Opinion

The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of the Kenya Institute of Curriculum
Development Management in accordance with ISSAI 130 on the 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 opinion.

Emphasis of Matter

1. Uncertainty Over Going Concern of the National Resource Centre

The statement of financial performance reflects net deficit from National Resource Centre
(NRC) of Kshs.15,576,000 (2021/2022 - Kshs.1,462,000) as disclosed in Note 6 to
the financial statements. The deficit is indicative of deterioration of the Centre by
Kshs.14,114,000 or 965%) from the prior year performance. Management has attributed
the deficit to the sharp increase in the prices of inputs and reduction in the level of
business activities during the year under review. Management has however put in place
measures to improve on the sales levels by providing for sales and marketing officers in
the new organizational structure to source for business for NRC. Further, prices for food
items have been reviewed upwards during the 2023/2024 financial year while
Management has instituted stringent budget measures to minimize on wastage while
improving on the existing products and facilities.

In the absence of support to the National Resource Centre by the Institute, its
sustainability and provision of services cannot be confirmed.

2. Failure to Write-Off Long Outstanding Debts

The statement of financial position reflects current portion of receivables from exchange
transactions balance of Kshs.158,788,000 as disclosed in Note 20 to the financial
statements. The balance is net of provision for bad debts of Kshs.73,360,000 on account
of long outstanding balance of Kshs.126,774,190 that relate to the period when the
Institute was a department and later as a Semi-Autonomous Government Agency (SAGA)
under the Ministry of Education with some dating back to 2006. Further, Note 21 to the
financial statements discloses provision for bad debts of Kshs.6,026,000 on account of
receivables from Presidential Working Party on Education Reforms, whose term has
since lapsed. However, Management has not initiated the approval process for the write-
off of the long outstanding debts in line with bad and doubtful debt policy of the Council.

My opinion is not modified in respect of these matters.

Key Audit Matters
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Key audit matters are those matters that, in my professional judgment, are of the most
significant in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Lawfulness and Effectiveness in Use of Public Resources and Report on Effectiveness
of Internal Controls, Risk Management and Governance which have remained unresolved
as at 30 June, 2023.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE 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, | 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. Stalled Construction Works on Education Resource Centre

The statement of financial position reflects property, plant and equipment balance of
Kshs.4,463,322,000 as disclosed in Note 23 to the financial statements. Included in the
balance is work-in-progress balance of Kshs.1,336,978,000 in respect of incomplete
Education Resource Centre (ERC). The contractor was awarded the construction contract
of Kenya Institute of Curriculum Development Resource Centre on 03 May, 2013 at a
contract sum of Kshs.786,583,507. The contract period was ninety-one (91) weeks.
Cumulatively, the contractor has been paid an amount of Kshs.724,422,954 and a further
amount of Kshs.15,040,000 for lease-way. However, the project had stalled due to non-
remittance of the development funds to the Institute despite having a budget for it. As at
the time of audit in the month of February, 2024, the contractor was not on site.

In addition, the following additional issues were noted: -

i. The project progress could not be verified since no status report was presented for
audit.

ii. Retention according to the contract was 10% of certificates amount of
Kshs.72,442,295 instead of an amount of Kshs.52,860,454 which was disclosed as
retention in the register, resulting to an unexplained variance of Kshs.19,581,841.

iii. The Management did not maintain a deposits account, thus the retention balance of
Kshs.52,860,454 could not be traced and was not disclosed in the financial
statements.
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iv. The lease-way agreement cost of Kshs.1,500,000 annually will continue increasing
due to project delay.

In the circumstances, value for money was not realised on the construction of the
Education Resource Centre.

2. Unapproved Reallocation of Expenditure

The statement of financial performance reflects an amount of Kshs.4,431,445,000 in
respect of donors or partners expenditure as disclosed in Note 15 to the financial
statements. However, an amount of Kshs.165,000,000 was reallocated from Digital
Literacy Programme to Curriculum Reform, and no approval of the Board was sought for
the reallocation contrary to Section 43(b) of the Public Finance Management Act, 2012
which states that ‘an Accounting Officer shall ensure that public funds entrusted to their
care are properly safeguarded and are applied for purposes only which they were
intended and appropriated by the National Assembly’.

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

3. Non-Remittance of Excess AlA Collections

The statement of comparison of budget and actual amounts reflects income
generating activities revenue budget and actual amount on comparable basis of
Kshs.171,000,000 and Kshs.281,522,000, respectively resulting to a surplus collection of
Kshs.110,552,000 or 65% of the budget. However, the over-collection on revenue from
exchange transactions (Appropriations-In-Aid) amounting to Kshs.110,552,000 was not
surrendered to the Exchequer contrary to Regulation 84 of the Public Finance
Management (National Government) Regulations, 2015 which states that not later than
the 31t January of each year, each Accounting Officer shall surrender to the National
Exchequer Account unexpended voted money or excess Appropriations-In-Aid, as
confirmed by Auditor-General in the audit report.

In the circumstances, Management was in breach of the law.
4. Non-Closure of Dormant Bank Accounts

The statement of financial position reflects a balance of Kshs.7,963,086,000 in respect of
cash and cash equivalents as disclosed in Note 19 to the financial statements. Included
in the balance is an amount of Kshs.5,725,000 in respect of three (3) bank commercial
accounts held by the Institute. Examination of the respective bank statements and
cashbook ledgers revealed that the accounts had no transactions during the year under
review. The bank accounts have accumulated unnecessary bank maintenance charges,
resulting to wastage of public funds.

In the circumstances, value for money may not have been realized from the continued
maintenance of the three dormant bank accounts.

5. Irregularities in Distribution of Textbooks

The following inconsistencies were noted in the text book distribution;
5.1 Delays in Distribution and Failure to Adapt Textbooks for Special Schools
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During the year under review, there were notable delays in the distribution of mathematics
textbooks in Bungoma and Nakuru Counties. Delivery notes from the sampled schools
indicated the books were delivered by publishers in May, June, July and October, 2023.
As a result, the learners were denied access to the course materials for periods of up to
two (2) academic terms without requisite learners’ books and teachers taught without
teachers’ guides. Further, sampled special schools visited during the audit revealed that
there were no adapted versions of the text books to suit the special needs learners.

5.2 Delivery of Text Books not Required in Schools

During the year under review, a publishing company was contracted to provide an
estimated quantity of 1,000,000 copies French text books for grade seven learners.
However, field verification done in the Month of January, 2024 revealed that only one
school in each of the three Counties of Nakuru, Bungoma and Kakamega offered French
as a learning area. Further, Kwale Primary School for the Deaf and the Salvation Army
Likoni School for the Blind which apply the Kenya Intermediate Level Education
Assessment (KILEA) curriculum received copies of the French textbooks which could not
be put into.

In the circumstances, value for money may not have been realized from the purchase of
excessive course text books, failure to adapt books for the special needs and the delays
in delivery of books to schools.

6. Unbudgeted Donor Funds

The statement of financial performance reflects funding from donors or partners amount
of Kshs.4,431,445,000 and expenditure of a similar amount as disclosed in Notes 4 and
15 to the financial statements. The following observations were made:

7. Unbudgeted for Donor Receipts

The amount of Kshs.44,312,000 relating to funding from other donors or partners. were
directly credited to the Kenya Institute of Curriculum Development accounts without being
channeled through The National Treasury. Further, it was noted that these amounts were
not captured in the budget as estimates as required by law. There was no authorization
from the Cabinet Secretary permitting the funds to be wired directly to the Institute. This
was contrary to Section 47(3) of the Public Finance Management Act, 2012 which states
that the National Government or a National Government entity may receive a grant or
donation from a development partner with the approval of the Cabinet Secretary.

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

8. Over-Expenditure on Donor Funded Programmes

Included in Kshs.4,431,445,000 as disclosed in Note 15 to the financial statements is
donors or partners expenditure which includes an amount of Kshs.208,584,000 in respect
of Kenya Primary Education Equity and Learning (KPEEL) project. However, the
approved budget for KPEEL activities was Kshs.100,000,000, resulting to an over
expenditure of Kshs.108,584,000 and which was incurred without approval from the
Board. Further, the source of the funds to fund the over expenditure was not disclosed.
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In addition, included in the expenditure is an amount of Kshs.215,589,000 for MOE -
Digital Literacy Programme. However, this expenditure was against an approved budget
of Kshs.136,250,000, resulting to an explained over-expenditure of Kshs.79,339,000.

In the circumstances, regularity and value for money for the over expenditure 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 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 matter described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | 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
Understaffing of the Institute

Review of Institute’s Human Resource records revealed that the Institute had three
hundred and twenty five (325) in-post against the authorized establishment of seven
hundred (700) resulting in an understaffing of three hundred and seventy-five (375).

In the circumstances, lack of adequate human resources may negatively affect
employees’ service delivery, resulting to non-achievement of organizational goals and
targets.

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 controls, 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 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
Institute’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 Institute 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 Institute’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,
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
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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 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 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 Institute’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 Institute 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 Institute 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.
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| also provide Management with a statement that | 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.

SRSty

FCPA Nancy Gathungu, CBS
AUDITOR-GENERAL

Nairobi

17 April, 2024

Report of the Auditor-General on Kenya Institute of Curriculum Development for the year ended 30 June, 2023
9



