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REPORT OF THE AUDITOR-GENERAL ON KENYA SAFARI LODGES AND HOTELS 
LIMITED FOR THE YEAR ENDED 30 JUNE, 2023 

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

A. Report on the Financial Statements that considers whether the financial statements 
are fairly presented in accordance with the applicable financial reporting framework, 
accounting standards and the relevant laws and regulations that have a direct effect 
on the financial statements. 
  

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers 
compliance with applicable laws, regulations, policies, gazette notices, circulars, 
guidelines and manuals and whether public resources are applied in a prudent, 
efficient, economic, transparent and accountable manner to ensure the Government 
achieves value for money and that such funds are applied for the intended purpose.   

  
C. Report on the Effectiveness of Internal Controls, Risk Management and Governance 

which considers how the entity has instituted checks and balances to guide internal 
operations. This responds to the effectiveness of the governance structure, risk 
management environment and internal controls, developed and implemented by those 
charged with governance for orderly, efficient and effective operations of the entity.   

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

The three parts of the report are aimed at addressing the statutory roles and 
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the 
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of 
the report when read together constitute the report of the Auditor-General.  
 

REPORT ON THE FINANCIAL STATEMENTS  
 

Qualified Opinion 
 

I have audited the accompanying financial statements of Kenya Safari Lodges and Hotels 
Limited set out on pages 1 to 27, which comprise of the statement of financial position as 
at 30 June, 2023, and the statement of profit or loss and other comprehensive income, 
statement of changes in equity, statement of cash flows and statement of comparison of 
budget and actual amounts for the year then ended, and a summary of significant 
accounting policies and other explanatory information in accordance with the provisions 
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.  
I have obtained all the information and explanations which to the best of my knowledge 
and belief, were necessary for the purpose of the audit. 
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In my opinion, except for the effect of the matters described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of Kenya Safari Lodges and Hotels Limited as at                             
30 June, 2023, and of its financial performance and its cash flows for the year then ended, 
in accordance with International Financial Reporting Standards and comply with the 
Kenya Companies Act, 2015, the State Corporations Act, 2015 and the Public Finance 
Management Act, 2012.  
 

Basis for Qualified Opinion 
 

1. Inaccuracies in Financial Statements  

Review of the financial statements revealed the following anomalies;  

i. The statement of profit or loss and other comprehensive income reflect depreciation 
charge of Kshs.5,292,000 while Note 16 to the financial statements reflects the   
charge as Kshs.24,625,000, resulting to unreconciled variance of Kshs.19,333,000. 
Management explained that the variance was related to revaluation on lease on land 
and building, however the accounting policy used to arrive at the amount was not 
disclosed in the financial statements. 

  

ii. The statement of changes in equity, excess depreciation on revaluation was deducted 
from revaluation reserve but not added back to retained earnings and the deferred tax 
on excess depreciation was not factored in the statements of changes in equity as per 
the recommended reporting template. 

 

  

iii. The statement of cash flows was presented using indirect method while the reporting 
template prescribed the direct method. 
 

In the circumstances, the accuracy and completeness of the financial statements could 

not be confirmed. 

2. Trade and Other Receivables  
 

2.1 Unsupported Trade and Other Receivables 
 

The statement of financial position and Note 19 to the financial statements reflects a                 
net balance of Kshs.204,281,000 as trade and other receivables, which include trade              
debtors of Kshs.152,641,000. However, the schedule provided reflected a balance                     
of Kshs.113,045,000, resulting to an unexplained variance of Kshs.39,596,000. 
Management explained that the amount of Kshs.39,596,000 was the unearned income 
which was not a current asset and was also reported under payables. The schedule for 
the unearned income was not provided for audit review.  
Further, other debtors and prepayments with a balance of Kshs.58,402,000 included 
Kshs.3,261,000 as staff advances whose schedule did not include the details of when the 
advances were paid out and the aging analysis. Additionally, as previously reported the 
amount included stolen cash totalling Kshs.191,080. However, the Management has 
indicated that after court vindication of suspected staff, the adjustment has been done as 
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a write-off against sales, although no evidence has been provided to support the write-
off.  

2.2 Long Outstanding Trade Debtors  
 

The statement of financial position reflects trade and other receivables balance of 
Kshs.204,281,000 as disclosed in Note 19 to the financial statements which include trade 
debtors totalling Kshs.152,641,000 up from Kshs.143,139,000 in the previous year, or a 
6.6% increase.  Out of the receivables, Kshs.69,807,888, or 46%, which included 
Kshs.17,916,203 owed by Government agencies, had been outstanding for more than 
one year and reflected nil repayment during the year.   

In the circumstances, the accuracy and completeness of the trade and other receivables 
of Kshs.204,281,000 could not be confirmed. 

3. Inaccurate Cash and Cash Equivalents 
 

3.1 Uncredited Receipt 
 

The statement of financial position and Note 25 to the financial statements reflects cash 
and cash equivalents of Kshs.6,198,000. However, the casting of the US Dollar account 
indicated that the cash book balance as at 30 June, 2023 was USD 7,577 instead of the 
recorded USD 7,867 resulting to unexplained variance of USD 290. The cashbook 
provided also omitted the opening balance of USD 14,680. Additionally, the bank account 
reconciliation statement had uncredited receipt of USD 2,100 which was held at the 
cashier’s office as at the closure of the financial year.  

3.2 Unexplained Variance Cash in Hand 
 

The following anomalies were observed:  

i. The statement of financial position and Note 25 to the financial statements indicate 
that the Company had cash in hand of Kshs.872,000 while the standing imprest  
cashbooks maintained at the three safari lodges indicated cash balance of 
Kshs.166,689 leading to an unexplained variance of Kshs.705,311. Additionally, the 
cash count indicated cash balances of Kshs.636,868, USD 2111 and Mpesa balance 
of Kshs.89,009. The variance was neither explained nor reconciled. 
  

ii. The cash balance in the Mpesa statements of pay-bills operated by the Organization 
indicated a total balance of Kshs.118,562 for Mombasa Beach Hotel and Voi Safari 
Lodge, while the statement for Ngulia Safari Lodge was not provided for audit review. 
The amounts were also not disclosed in the financial statements.  

iii. The cash count at Mombasa Beach Hotel indicated cash balance of Kshs.45,810 
and vouchers amounting to Kshs.172,956 totalling to Kshs.218,766. The cashier 
was allowed a standing imprest of Kshs.100,000. The source of Kshs.118,766 spent 
above the issued standing imprest was not explained. In addition, the cash count at 
Voi Safari Lodge indicated a cash balance of Kshs.1,488 while the standing imprest 
cash book balance indicated a balance of Kshs.73,306 leaving an unaccounted for 
shortage of Kshs.71,818.  
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iv. The lodges had cash in hand termed as “floats” of Kshs.50,000 for each of Ngulia 
and Voi Safari Lodges and Kshs.250,000 for Mombasa Beach Hotel.  However, the 
receipts and usages were not recorded in the standing imprest cash books.  

 

3.3 Cash Expenditures not Recorded in the Cash Books 
 

Cash expenditures of Kshs.11,333,405 and Kshs.22,927,276 in Voi Safari Lodge and 
Mombasa Beach Hotel respectively were not recorded in the cash books. Additionally, 
the cash balance of Kshs.872,000 recorded in the financial statements was not recorded 
in the cash books and therefore could not be verified. All the revenues collected in cash 
were also not recorded in the cash column of the cash book as at when they were 
collected. 
 

In the circumstances, the accuracy and completeness of the cash and cash equivalents 
of Kshs.6,198,000 could not be confirmed. 
 
4. Unexplained Variances in Trade and Other Payables 

 

The statement of financial position and Note 24 to the financial statements reflects trade 
and other payables balance of Kshs.847,657,000. The balance at the beginning of the 
year under review was Kshs.783,216,000 but the payable movement provided for                   
audit indicated an opening balance of Kshs.405,672,053 and a closing balance of 
Kshs.472,595,619, while the supporting schedules reflected Kshs.675,276,382, resulting 
to unsupported variances which were not explained or reconciled.  
 

In addition, the payables movement as at the beginning of the year had long outstanding 
payable dating back to 1999. This amount included unremitted staff deductions and 
unpaid VAT of Kshs.635,112,215. Review of the commitment letter by KSLH for payment 
of Pay As You Earn and Value Added Tax signed on 17 February, 2023 indicated that 
the Company owed KRA Kshs.39,788,377 while the ledger provided indicated that the 
Company owed KRA Kshs.480,319,332, resulting into a variance of Kshs.440,530,955 
which was not explained or reconciled.  
 

In the circumstances, the accuracy and completeness of the trade and other payables 
balance of Kshs.847,657,000 could not be confirmed.  
 

5. Unsupported and Untaxed Allowances to Management 
 

The statement of profit or loss and other comprehensive income and Note 9 to the 
financial statements reflects staff costs of Kshs.192,032,000, out of which Kshs.3,230,022 
was spent on staff expenses. However, non-cash allowances on entertainment, 
management and beverage amounting to Kshs.1,714,830 were not adequately supported 
and the breakdown of the specific amount for individual employees received during the 
year was not provided for review. The approved salary structure provided for the audit 
indicated that Management was entitled to a non-cash monthly entertainment allowance 
ranging from Kshs.2,000 to Kshs.15,000 depending on the job grades. However, the 
allowance was not captured in the payroll, and the amounts that exceed Kshs.3,000 were 
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not subjected to Section 3(2)(a)(ii) of Income Tax Act which states that "gains or profits" 
includes - save as otherwise expressly provided in this section, the value of a benefit, 
advantage, or facility of whatsoever nature the aggregate value whereof is not less than 
thirty-six thousand shillings, granted in respect of employment or services rendered.  

In the circumstances, the accuracy and completeness of the entertainment allowance of 
Kshs.1,714,830 could not be confirmed. 

6. Unsupported Board Allowances  
 

The statement of profit or loss and other comprehensive income reflects Kshs.20,360,000 
for administrative expenses, as detailed in Note 10 to the financial statements includes 
Kshs.3,926,000 on board sitting and subsistence allowances. However, sitting and 
subsistence allowances amounting to Kshs.1,553,400 to board members were not 
supported with meeting minutes.  
 

In the circumstances, the accuracy, completeness and regularity of board allowances of 
Kshs.1,553,400 could not be confirmed. 
 

7. Property, Plant and Equipment 
 

7.1 Unconfirmed Ownership of Freehold Land 

The statement of financial position reflects a balance of Kshs.554,236,000 in respect to 
property, plant and equipment and as disclosed in Note 16 to the financial statements. As 
previously reported, this balance includes freehold land in Mombasa valued at 
Kshs.360,000,000 whose title deed was not provided for audit verification. 

7.2 Unsupported Demolition and Disposal of Indoor Games Arena Building 

Included in the balance of Kshs.554,236,000 in respect to property, plant and equipment 
are buildings with a net book value of Kshs.160,160,000. As previously reported, this 
amount includes a demolished building of an unknown value which served as an indoor 
games arena. Although the Management explained that the building had been cordoned 
off for more than seven (7) years before demolition, no evidence was provided on how 
the building was identified. Further, the book value of the demolished building had not 
been determined and removed from the financial statements. 

In the circumstances, the accuracy, completeness, valuation, security, ownership and 
custody of property, plant and equipment balance of Kshs.554,236,000 could not be 
confirmed. 

The audit was conducted in accordance with the International Standards for Supreme 
Audit Institutions (ISSAIs).  I am independent of the Kenya Safari Lodges and Hotels 
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other 
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audits of financial statements in Kenya.  I believe 
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my qualified opinion.  
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Emphasis of Matter 

1. Material Uncertainty Related to Going Concern 
 

As previously reported, I draw attention to the disclosure in Note 32 to the financial 
statements which indicates that the Company is facing liquidity risk due to its                     
negative working capital of Kshs.614,370,000 resulting from its total current liabilities                    
of Kshs.857,529,000 exceeding its total current assets of Kshs.243,159,000 as                              
at 30 June, 2023. In addition, the Company had accumulated losses totalling 
Kshs.597,343,000 as at 30 June, 2023 (2022 - Kshs.578,774,000). Management and 
Directors have disclosed that this unsatisfactory situation is being addressed through 
review of marketing strategies with focus on lodges and negotiations and out of court 
settlement with the creditors. 
 

Further, as previously reported, the Company in 2013/2014 financial year successfully 
negotiated for conversion into equity of a loan totalling Kshs.75,554,000 received from 
the Tourism Finance Corporation. The interest accrued thereon was waived. However, 
despite these actions, the working capital position of the Company and its overall financial 
performance have continued to decline.  
 

These conditions indicate the existence of a material uncertainty that casts doubt on the 
Company’s ability to meet its financial obligations as they fall due, and to continue as a 
going concern.  

In the circumstances, the Company’s existence as a going concern is dependent upon 
continued support from its shareholders, bankers and creditors.  
 

2. High Operating Costs 
 

The statement of profit or loss and other comprehensive income reflects total income of 
Kshs.357,595,000, as a summation of turnover and other income, against total operating 
expenses of Kshs.387,689,000, as summation of expenses and costs of sales, resulting 
to an operating cost ratio of 108 %, thus exceeding the strategic plan recommended target 
of 62%. Further, as at the time of audit in February, 2024 the strategic initiatives set to 
achieve the objective had not been implemented. 
 

In the circumstances, the strategic plan on key result areas and strategic direction may 
not be on course to be achieved. 
 
3. Forfeiture of Cash Receipts on Sale of Shares  
 

As previously reported, the share capital of the Company was increased from 
Kshs.9,319,000 to Kshs.100,954,000 by a rights issue of 5,047,724 ordinary shares of 
Kshs.20 each in October, 2013. The shares were offered to existing shareholders at 
Kshs.20 per share based on par value. However, the net assets of the Company as at    
30 June, 2013 amounted to Kshs.667,399,000, and therefore the net assets value of each 
share was Kshs.145.65. As a result, the rights issue price of Kshs.20 per share was 
undervalued by Kshs.125.65 and resulted in loss to the Company of significant cash 
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receipts that may otherwise have helped in reversing the Company’s unfavorable cash 
position.  

  

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. 
 

Other Matter 
 

Unresolved Prior Year Matters 
 

In the audit report of 2021/2022 financial year, several audit issues were raised, however, 
the issues remained unresolved as at 30 June, 2023.  Management has not provided 
satisfactory reasons for the delay in resolving the prior year audit issues. Further, the 
status of some of prior year issues are not disclosed in the progress on follow-up of 
auditor’s recommendations section of the financial statements as required by the financial 
reporting guidelines issued by the Public Sector Accounting Standards Board. 
 

Other Information   
 

The Directors and Management are responsible for the other information, which 
comprises the Chairman’s Report, Directors’ Report, the Statement of Corporate 
Governance, Management Discussions and Responsibilities, Statement of Corporate 
Social Responsibility and the Statement of Directors’ Responsibilities. The other 
information does not include the financial statements and my auditor’s report thereon.  
 

My opinion on the consolidated financial statements does not cover the other information 
and I do not express any form of assurance or conclusion thereon.   
 

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 

Conclusion 
 

As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing 
else has come to my attention to cause me to believe that public resources have not been 
applied lawfully and in an effective way. 
 
 
 
 

Basis for Conclusion 
 

1. Irregular Procurement of Food  
 

The Company purchased food and drinks worth Kshs.79,130,875 and Kshs.14,480,491 
respectively as indicated in the stock ledgers purchases of food items and drinks during 
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the year under review.  Review of the procurement records on the purchases revealed 
that there was no evidence that the user department had raised purchase requisitions 
before the procurement process commenced and the Company procured food items and 
drinks of Kshs.24,350,485 from suppliers who had been prequalified without inviting 
tenders as per the procurement law. Food items worth Kshs.32,347,984 were procured 
using direct procurement method from suppliers who had not been prequalified contrary 
to Section 103(2) Public Procurement and Disposal Act, 2015 which sets the criteria for 
direct procurement. There was also no evidence of inspection and acceptance of the 
goods delivered as there were no minutes thereto hence doubtful deliveries as per the 
specifications.  
 

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

2. Long Engagement of Contractual Employees  
 

The statement of profit or loss and other comprehensive income reflects staff costs                     
of Kshs.192,032,000 as detailed in Note 9 to the financial statements which include 
Kshs.118,866,000 being salaries and wages out of which Kshs.22,245,335 was wages 
for temporary staff. However, analysis of the temporary staff muster roll revealed that, the 
temporary staff were engaged for more than 21 days contrary to Section 44(1) of the PSC 
Regulations, 2020 which states that, where a service is required for more than twenty-
four hours but not exceeding twenty-one days, the relevant authorized officer may engage 
a qualified person on a contract not exceeding twenty-one days. 

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

3. Unauthorized Board Retreat  
 

The statement of profit or loss and other comprehensive income and Note 10 to the 
financial statements reflects Kshs.20,360,000 on administrative costs. Out of this amount, 
Kshs.3,926,000 relates to payments of sitting and subsistence allowances to the Board 
of Directors. A Board meeting was held on 08 July, 2022 at Ngulia Safari Lodge. However, 
there was no Cabinet Secretary approval authorizing the holding of the meeting outside 
the Company headquarters contrary to circular No. OP//CAB.9/IA on management of 
state corporations dated 11 March, 2020, Paragraph A:4 on Board meetings that provide 
that all board business shall be transacted at the principal or registered office of the 
Corporation and Board retreats are to be approved by the respective Cabinet Secretary.  
 

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

4. Irregular Payment of Board Allowances to Board Secretary  
 

The Board Secretary was paid sitting and subsistence allowances equivalent to Board 
members, totalling to Kshs.500,200, contrary to Mwongozo 1:20:4 on appointment of 
Corporation Secretary, which states that Corporation Secretary shall not be a member of 
the Board and therefore cannot be paid allowances equivalent to Board members. 
Management explained that the amount was paid was a secretarial allowance, an 
allowance that was not approved by Salaries and Remuneration Commission as per the 
law. Additionally, the engagement letter for the provision of company secretarial services 
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that set out the terms of engagement between the Kenya Development Corporation and 
Kenya Safari Lodges and Hotels Limited under payments indicated that the KDC was to 
charge a retainer of Kshs.50,000 per quarter with the bill for non-routine service being 
billed when incurred. The extract of the minutes of the meeting of the board dated               
22 May, 2020 where a resolution to appoint the Company Secretary was made also 
indicated that the Company was to cater for the secretary expenses allowance while 
attending the board meetings. 
 

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

The audit was conducted in accordance with the International Standards for Supreme 
Audit Institutions (ISSAI) 4000. The Standard requires that I comply with ethical 
requirements and plan and perform the audit to obtain assurance about whether the 
activities, financial transactions and information reflected in the financial statements 
comply, in all material respects, with the authorities that govern them. I believe that the 
audit evidence I have obtained is sufficient and appropriate to provide a basis for my 
conclusion. 
 

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT 
AND GOVERNANCE  
 

Conclusion 
 

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit 
procedures performed, except for the matters described in the Basis for Conclusion on 
Effectiveness of Internal Controls, Risk Management and Governance section of my 
report, I confirm that, nothing else has come to my attention to cause me to believe that 
internal controls, risk management and overall governance were not effective. 
 
Basis for Conclusion 
 

1. Failure to Undertake Board Evaluation  
 

The Board failed to establish performance criteria and undertake an evaluation process 
to assess its effectiveness.  

In the circumstances, the failure to undertake an evaluation process not only indicates a 
lack of commitment to best governance practices but also raises questions about the 
Board's ability to monitor its own performance and make necessary improvements. 

2. Weak Controls on Revenue Management 
 

The statement of profit or loss and other comprehensive income reflects turnover income 
of Kshs.351,469,000 and as detailed in Note 4 to the financial statements. The entity 
operated Fidelio System in recording and receipting of revenues from the designated 
points of sale. The collections were later surrendered to front office cashiers but manually 
receipted due to non-integration with the revenue system. However, it was observed that 
thirty-five (35) receipt numbers from Mombasa Beach Hotel front office manual receipt 
book report did not reflect the amount collected or receipted as revenue.  
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Further, analysis of the manual collection report for Mombasa Beach Hotel revealed that 
a total of Kshs.87,324,044 was collected through official receipts. However, it was noted 
that some receipt books or individual receipts were missing from the manual collection 
report although the Counter Receipt Book Register indicated the same had been issued 
to officers. 
 

In the circumstances, the effectiveness of internal controls and risk management on 
revenue could not be confirmed. 
 

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
 

As required by the Companies Act, 2015, I report based on the audit, that: 
 

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

 

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

 

iii. The Company’s financial statements agree with the accounting records and returns. 
 

Responsibilities of Management and Board of Directors  
 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Financial Reporting Standards and for 
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 
Company’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
Management is aware of the intention to liquidate the Company or to cease operations.  
 

Management is also responsible for the submission of the financial statements to the 
Auditor-General in accordance with 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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The Board of Directors is responsible for overseeing the Company’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 manner, in accordance with the provisions of Article 229(6) of the Constitution 
and submit the audit report in compliance with Article 229(7) of the Constitution.  
 

Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the effectiveness 
of internal controls, risk management and overall governance processes and systems in 
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit 
the audit report in compliance with Article 229(7) of the Constitution. My consideration of 
the internal control would not necessarily disclose all matters in the internal control that 
might be material weaknesses under the ISSAIs. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements caused by error or fraud in 
amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  
 

Because of its inherent limitations, internal control may not prevent or detect 
misstatements and instances of non-compliance. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the  
Company’s policies and procedures may deteriorate. 
 

As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  
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 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control.  
 

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

 

 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 Company’s 
ability to continue as a going concern. If I conclude that a material uncertainty exists, 
I am required to draw attention in the auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my audit 
report. However, future events or conditions may cause the Company to continue as 
a going concern. 

 

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

 

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

 Perform such other procedures as I consider necessary in the circumstances. 
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I communicate with Management regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that are identified during the audit.  
 
 

I also provide Management with a statement that I have complied with relevant ethical 
requirements regarding independence and communicate with them all relationships and 
other matters that may reasonably be thought to bear on my independence and where 
applicable, related safeguards. 
 
 

 
 
FCPA Nancy Gathungu, CBS  
AUDITOR-GENERAL 
 
Nairobi 
 
19 April, 2024 
 

 


