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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON CENTRAL BANK OF KENYA FOR THE
YEAR ENDED 30 JUNE, 2024

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 the Government
achieves value for money and that such funds are applied for 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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

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

The accompanying Consolidated and Bank financial statements of Central Bank of Kenya
(the “Bank”) and its subsidiary (together, the “Consolidated”), set out on pages 12 to 118,
which comprise of the Consolidated and Bank statement of financial position as at 30

June, 2024, and the Consolidated and Bank statement of profit or loss and other
comprehensive income, Consolidated and Bank statement of changes in equity and the
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Consolidated and Bank statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory information have been audited on
my behalf by Deloitte and Touche LLP auditors appointed under Section 23 of the Public
Audit Act, 2015 and in accordance with the provisions of Article 229 of the Constitution of
Kenya. The auditors have duly reported to me the results of their audit and on the basis
of their report, | am satisfied that all the information and explanations which, to the best
of my knowledge and belief, were necessary for the purpose of the audit were obtained.

In my opinion, the Consoclidated and Bank financial statements present fairly, in all
material respects, the Consolidated and Bank financial position of the Central Bank of
Kenya as at 30 June, 2024, and of its Consolidated and Bank financial performance and
its Consolidated and Bank cash flows for the year then ended, in accordance with
International Financial Reporting Standards (IFRS) and comply with the Central Bank of
Kenya Act, Cap 491 of the Laws of Kenya and the Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAls). | am independent of the Central Bank of Kenya Management
in accordance with ISSAIl 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAl 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

Dissolution of Kenya School of Monetary Studies

| draw your attention to Note 28(iv) to the financial statements highlighting the dissolution
of the Kenya School of Monetary Studies (KSMS). The dissolution was effected through
a gazette notice on 17 May, 2024 with an effective dissolution date of 24 April, 2024.
Following the dissolution, all assets and liabilities of KSMS were transferred to the Bank
where it will run as a department.

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
1. Lack of the Required Number of Non-Executive Directors

As reported in the previous year, Section 11(1)(d) of the Central Bank of Kenya Act, Cap
491 of 2014, provides that there shall be eight (8) other Non-Executive Directors of the
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Board. During the year under review, the Bank had only four (4) Non-Executive Directors
in place transacting business on its behalf and whose tenure will end on 4 December,
2024. However, this did not affect the quorum during Board meetings as provided for in
Section 12(2) of the Central Bank of Kenya Act, Cap 491 of 2014.

There was no amendment to the Central Bank of Kenya Act to provide for reduction in
the number of Directors.

2. Lack of a Second Deputy Governor

Section 13B (1) of the Central Bank of Kenya Act, Cap 491 provides that, there shall be
two Deputy Governors who shall be appointed by the President through a transparent
and competitive process and with the approval of Parliament. During the year under
review, the Bank operated with only one Deputy Governor.

There was no amendment to the Central Bank of Kenya Act to provide for reduction in
the number of Deputy Governors.

Other Information

The Directors are responsible for the other information, which comprises the Statement
of Corporate Governance, Report of the Directors 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 and Bank financial statements does not cover the other
information and | do not express any form of assurance or conclusion thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESQURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter 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. Delay in Construction Contract

The Bank awarded a contract for the office space optimization and improvement of entry
and exit points at Central Bank of Kenya Headquarters on 16 September, 2022 at a
contract sum of Kshs.414,037,056 for a period of six (6) months beginning 16 September,
2022 to 16 April, 2023.
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Review of records revealed that the contractor requested for a thirty-seven (37) week
extension of the contract period which was approved on 24 April, 2023 and the extension
contract addendum signed on 3 May, 2023 at no additional cost. Thereafter, the
contractor requested and was granted a second extension for a duration of twenty-four
(24) weeks ending on 14 June, 2024. A third extension was requested, and which
although approved on 10 June, 2024, the extension contract addendum was signed on
19 July, 2024 for a period of six (6) months to end on 13 December, 2024. The contract
period has therefore, been extended three (3) times for an additional twenty one (21)
months. Review of the latest valuation certificate dated 19 July, 2024 revealed that
certified works amounted to Kshs.136,685,644 and the works were only at 50% level of
completion, casting doubt that the contract would be completed by 13 December, 2024.

The reasons provided by the contractor for the delay in completion included delayed
access to the site, temporary suspension of the site, delays in confirming change orders
and delayed payment of Interim Certificate No. 3 all of which were in control of
Management.

In the circumstances, the continued delay in completion of the office space optimization
and improvement of entry and exit points is likely to result in further variation and the bank
has not obtained value for money so far expended.

2. Procurement of Kenyan Currency Printing Services

During the year under review, the Bank procured and signed a currency printing contract
on 22 April, 2024 with a foreign company for a consideration of
Euro103,229,100(equivalent to Kshs.14,509,221,629). The procurement was done
through the classified method of procurement under Section 90 of the Public Procurement
and Asset Disposal Act, 2015. Management sought approval for the use of classified
procurement method from the Cabinet Secretary, The National Treasury, which was
granted on 12 January, 2024.

However, audit review of the procurement process revealed that the internal processes
prior to the procurement were not followed in compliance with Regulation 84 of the Public
Procurement and Asset Disposal Regulations, 2020 on the identification and assessment
of the suitable currency supplier, the appointment of a special committee to handle the
procurement of classified items, or the requirement for monitoring by the Director-General
of Public Procurement Regulatory Authority in accordance with Section 9(1)(d) of the Act
among other requirements under Regulation 84 of the Public Procurement and Asset
Disposal Regulations, 2020.

In the circumstances, Management did not fully comply with the Public Procurement and
Asset Disposal Act, 2015 and the attendant Regulations, 2020.

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

Report of the Auditor-General on Central Bank of Kenya for the year ended 30 June, 2024

4



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, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with the 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 Board of Directors

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial Reporting
Standards (IFRS), and for maintaining effective internal controls as Management
determines is necessary to enable the preparation of consolidated 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 Consolidated and Bank financial statements, Management is responsible
for assessing the Bank'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 Bank 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 Bank'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

My responsibility is to conduct an audit of the financial statements in accordance with the
International Standards of Supreme Audit Institutions (ISSAls), Article 229(4) of the
Constitution and Section 35 of the Public Audit Act, 2015.

Further, Article 229(6) of the Constitution requires that | express a conclusion on whether
or not in all material respects, the activities, financial transactions and information
reflected in the financial statements comply with the law and other authorities that govern
them and that public resources are applied in an effective way.

In addition, | also consider the entity's control environment in order to give assurance on
the effectiveness of internal controls, risk management and governance in accordance
with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

The report is submitted to Parliament in accordance with Article 229(7) of the Constitution
and Section 48 of the Public Audit Act, 2015.

FCPA u, CBS
AUDITOR-GENERAL

Nairobi

24 September, 2024
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