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REPORT OF THE AUDITOR-GENERAL ON KENYA SCHOOL OF GOVERNMENT 
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 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  
 

Qualified Opinion 
 

I have audited the accompanying financial statements of Kenya School of Government 
set out on pages 30 to 65, 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. 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. 
 

In my opinion, except for the effect of the matters described in the Basis for Qualified 
Opinion section of my report, the financial statements present fairly, in all material 
respects, the financial position of the Kenya School of Government as at 30 June, 2023, 
and of its financial performance and its cash flows for the year then ended, in accordance 
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with International Public Sector Accounting Standards (Accrual Basis) and comply with 
the Public Finance Management Act, 2012 and the Kenya School of Government Act, 
2012. 
 

Basis for Qualified Opinion  
 
1.0    Unconfirmed Non-Current Assets 

 

The statement of financial position reflects non-current assets balance of 
Kshs.8,898,361,544. However, the following observations were made: - 

 
1.1      Excluded Leasehold Land 

 

The statement of financial position reflects leasehold land balance of Kshs.1,895,651,142 
as disclosed in Note 18 to the financial statements. As previously reported, the balance 
excludes six (6) parcels of land valued at Kshs.1,677,336,407 located at Lower Kabete 
that were hived off and allocated to private individuals. Although available information 
indicates that these allocations have since been revoked by a court of law, the School 
has not obtained the respective ownership documents for the six (6) parcels of land. 
 

1.2   Lack of Ownership Documents for Freehold Parcels of Land  

The statement of financial position reflects property, plant and equipment balance of 
Kshs.6,998,186,325 as disclosed in Note 17 to the financial statements. As previously 
reported, included in the balance are freehold parcels of land owned by the School at 
Mombasa and Matuga campuses valued at Kshs.736,200,000 and Kshs.47,500,000 
respectively, whose title deeds were not provided for audit review. Further, the fixed 
assets register maintained by the School for Mombasa and Matuga did not have 
information detailing the assets’ description, cost, date of acquisition, location, and 
depreciation charge for the year, accumulated depreciation and net book value of the 
assets. 
 

In the circumstances, the accuracy, ownership and completeness of the non-current 
assets balance of Kshs.8,898,361,544 could not be confirmed. 
 

2. Unsupported and Long Outstanding Receivables   

The statement of financial position reflects receivables from exchange and non-exchange 
transactions balance of Kshs.1,653,845,419 as disclosed in Note 23 to the financial 
statements. This balance includes other receivables of Kshs.20,501,314 and staff debtors 
of Kshs.17,790,822 which are not supported by any documentation. Further, the staff 
debtors balance of Kshs.17,790,822 includes staff rent of Kshs.4,352,381, out of which, 
Kshs.3,383,028 has been outstanding for over ninety (90) days. In addition, an employee 
owes the School Kshs.1,042,735 for which Management has not taken any action to 
recover the outstanding amount.  

In the circumstances, the accuracy and completeness of the receivables balance of 
Kshs.1,653,845,419 could not be confirmed. 
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3.  Inaccuracies in Cash and Cash Equivalents 

The statement of financial position reflects cash and cash equivalents balance of 
Kshs.262,285,680 as disclosed in Note 25 to the financial statements. However, bank 
reconciliation statements for two (2) bank accounts with balances of Kshs.40,383,349 and 
Kshs.1,002 were not provided for audit review. Further, the balance in the financial 
statements excludes an account which had a balance of Kshs.1,750,638 as per the trial 
balance.  

In the circumstances, the accuracy and completeness of the cash and cash equivalents 
balance of Kshs.262,285,680 could not be confirmed. 
 
The audit was conducted in accordance with International Standards of Supreme Audit 
Institutions (ISSAIs). I am independent of the Kenya School of Government Management 
in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical 
responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audit 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.  

Emphasis of Matter 
 

 

Budgetary Control and Performance 
 

The statement of comparison of budget and actual amounts reflects final receipts budget 
and actual on a comparable basis of Kshs.2,709,130,488 and Kshs.1,946,427,833, 
respectively, resulting to an under-funding of Kshs.762,702,655 or 28% of the budget. 
Similarly, the School spent Kshs.2,178,844,130 against an approved budget of 
Kshs.2,703,418,774 resulting to an under absorption of Kshs.524,574,644 or 19% of the 
budget. 
 

The underfunding and underperformance affected the planned activities of the School 
and may have impacted negatively on service delivery to the public. 
 

 

My opinion is not modified in respect of this matter. 
 

Key Audit Matters  
 

Key audit matters are those matters that, in my professional judgement, 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 the previous year, several issues were raised under 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. However, Management did not resolve the issues nor provided any 
explanation for the failure to implement the recommendations. 
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 

Conclusion 
 

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

Basis for Conclusion 
 

1. Delayed Construction of Tuition Block at Kenya School of Government - 
Baringo Campus 

 

As previously reported, Kenya School of Government (KSG) entered into a contract on 
14 July, 2020 for construction of a tuition block at KSG - Baringo campus at a sum of 
Kshs.623,474,422. The works were to be completed in one hundred and thirty (130) 
weeks starting 30 July, 2020 and ending on 29 December, 2022.  
 

However, site visit conducted in the month of February, 2024 revealed that no work has 
been carried out in the year under review and the contractor had abandoned the site. 
Further, the status of projects completion report in the financial statements indicates that 
the project was at 22% completion with total expended amount of Kshs.134,892,648 not 
supported with any documentation. In addition, no extension of the contract has been 
given despite the expiry of the contract duration.  
 

In the circumstances, it is doubtful whether the outstanding works will be completed so 
that the tuition block can serve the intended purpose.  
 

2. Delay in the Construction of a Convention Centre at KSG - Embu Campus  
 

As previously reported. the construction works for the tuition block at KSG-Embu Campus 
was awarded on 29 June, 2020 at a sum of Kshs.1,129,696,989. The project was to be 
completed in one hundred and thirty (130) weeks by 29 December, 2022. However, 
review of progress reports and physical verification of the project carried out in the month 
of February, 2024 revealed that the contractor had abandoned the site due to delayed 
payment of certified works. Further, the project is incomplete and is significantly behind 
schedule.  

In the circumstances, value for money paid to the contractor may not be achieved due to 
construction delay. 
 

3. Delayed Construction of Tuition Block at KSG - Matuga Campus  
 

The proposed construction of a tuition block at KSG-Matuga was awarded at a contract 
price of Kshs.745,050,231 for a period of one hundred and fifty-six (156) weeks, 
commencing 07 July, 2020 and ending on 07 July, 2023. Review of the progress report 
and physical inspection carried out in the month of February, 2024, revealed that the 
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value of work done and certified was Kshs.91,805,478 representing 17% completion level 
against 92 weeks or 59% of time lapsed. However, site reports indicate that absence of 
sub-contractors caused the delay. Further, records indicate structural flaws, material 
wastage and the Project is significantly behind schedule. 
 

In addition, the Management did not provide revised work plan, therefore the revised date 
of completion after the previous contract expired could not be confirmed.  
 

In the circumstances, the public may not get value for money on Kshs.91,805,478 spent 
on the project. 

 

4. Stalled Construction of Deputy Director’s House at KSG - Baringo Campus 
 

The contract for the proposed completion works for the Deputy Director’s house at 
Baringo campus referenced No.KSG/BAR/039/2013-2014 was awarded in 2014 at a sum 
of Kshs.4,426,212. According to the contract, the construction was to be completed by 
September, 2016. However, site visit carried out in the month of February, 2024 revealed 
that the contractor had abandoned the site in 2017 due to non-payment of certified works 
valued at Kshs.2,001,756 as per certificate number 01 of 19 October, 2017. The works 
done so far have deteriorated.  

 

In the circumstances, value for money on the project may not be achieved and 
Management may incur additional costs to rehabilitate the house. 
 
5. Dilapidated Structures in Matuga Campus 
 

Audit inspection carried out in the month of February, 2024 revealed that Matuga campus 
needs maintenance. The conference rooms, offices, hostels, staff houses and 
washrooms require major repairs and replacement of ceilings, roofs and painting. Further, 
the Auditorium room’s roof had collapsed, resulting in loss of revenue as the facility could 
not be used.  

Further, the use of asbestos was banned in Kenya in 2006 due to an increase in cancer 
cases. However, several KSG buildings still have old and rusty asbestos roofing including 
offices, library, laundry, hostels, Kwale hostels, stores, staff houses and computer lab. 
This poses a health hazard to the public, contaminates soil and water in boreholes. 
  
 

The poor state of the structures adversely affects the School’s image, which may lead to 
reduced revenue streams, safety concerns may arise and pose health risks to the public. 
6. Failure to Maintain a Separate Retention Bank Account 

The statement of financial position reflects trade and other payables from exchange 
balance of Kshs.1,668,724,509 as disclosed in Note 26 to the financial statements. This 
balance includes retentions of Kshs.108,772,161. The amount decreased from the 
previous year’s balance of Kshs.113,155,341 by Kshs.4,383,180. However, there were 
no supporting records provided to validate this reduction. 
 

Further, the School does not maintain a separate retention account which would be used 
to deposit retention money and pay when they fall due. This is contrary to Section 68 (2) 
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of the Public Finance Management Act, 2012 which states that an Accounting Officer 
shall ensure that all contracts entered into by the entity are lawful and are complied with. 
 

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

7. Unsustainable High Wage Bill  

Notes 14 and 17 to the financial statements reflect employee costs amounting to 
Kshs.1,088,785,595 and general expenses casual wages amounting to Kshs.97,420,977 
respectively totaling Kshs.1,186,206,572. As a result, the total employee cost represents 
62% of the total revenue of Kshs.1,901,567,391 which exceeded that set limit of 35% 
contrary to Section 15(2b) of the Public Finance Management Act, 2012, which states 
that the national government’s expenditure on wages and benefits for its public officers 
shall not exceed 35% of the national government revenue as prescribed by regulations. 

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

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

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. Under-Establishment of Staff 
 

Review of records revealed an approved staff establishment of nine-hundred and eighty-
eight (988) against an in post of five hundred and seven (507) staff members resulting to 
a shortage of four-hundred and eighty-one (481) members of staff. 
Due to this shortage, the Kenya School of Government may not be able to achieve its 
operational objectives. 
 

2. Weak Internal Controls in Revenue Collections 
 

During the audit several weaknesses in the revenue collection were identified as follows: 
 

i. The revenue collection starts at the admissions office where proforma invoices are 
created in the system and sent to Finance for invoicing. However, the system does 
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not retain the proforma data once sent, making it difficult to confirm whether all the 
proforma invoices that were sent were actually invoiced for revenue recognition. 
 

ii. The system does not generate reports for all the six (6) campuses. This makes it 
difficult to generate a consolidated report showing all the rental properties owned by 
the School, the number of total trainings carried out, conferences, workshops and all 
the other sale services offered and sales at every campus and department. 
 

iii. All the committed customer bookings are made at the admissions office and sent to 
finance for invoicing. However, the data cannot be retrieved from the data entry source 
once submitted for invoicing. As a result, no confirmation could be done on whether 
all the booked clients were invoiced. 
 

iv. Despite the existence of an ERP system, the hospitality and accommodation services 
have not been automated on all the campuses. Failure to automate the function 
creates opportunities for mismanagement of facilities and inaccurate revenue 
recognition at the departmental level.   

In the circumstances, the effectiveness of internal control measures on revenue collection 
are weak and could not be confirmed. 

3. Failure to Dispose Obsolete Assets in Matuga 

Physical inspection carried out in Matuga campus revealed three (3) motor vehicles had 
been grounded for several years. The assets continue to deteriorate in value and diminish 
the expected disposal value. Management did not provide plans put in place to dispose 
of the assets.   

In the circumstances, the effectiveness of controls over fixed assets 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 controls, risk management and overall governance 
were operating effectively, in all material respects. I believe that the audit evidence I have 
obtained is sufficient and appropriate to provide a basis for my conclusion.  

Responsibilities of Management and the Council  

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Public Sector Accounting Standards (Accrual 
Basis) and for maintaining effective internal controls as Management determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error and for its assessment of the effectiveness 
of internal controls, risk management and governance. 

In preparing the financial statements, Management is responsible for assessing the 
School’s ability to continue 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 School or to cease operations. 
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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 School’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, I 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 control would not necessarily disclose all matters in the internal control that 
might be materials weaknesses under the ISSAIs. 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.  
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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, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  
 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal controls.  
 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by 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 School’s 
ability to continue to sustain its services. If I conclude that a material uncertainty exists, 
I am required to draw attention in the auditor’s report to the related disclosures in the 
financial statements or, if such disclosures are inadequate, to modify my opinion. My 
conclusions are based on the audit evidence obtained up to the date of my audit 
report. However, future events or conditions may cause the School to cease to 
continue to sustain its services.  

 

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

 

 Obtain sufficient appropriate audit evidence regarding the financial information and 
business activities of the School 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 controls that are identified during the audit.  
  
I also provide Management with a statement that I 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.  
 

 
 
FCPA Nancy Gathungu, CBS  
AUDITOR-GENERAL 
 
Nairobi 
 

19 April, 2024 


