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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 the 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 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 is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on the Financial Statements should be read together with the
Report on Lawfulness and Effectiveness in the Use of Public Resources, and the Report
on Effectiveness of Internal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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 financial statements of Consolidated Bank of Kenya Limited set out
on pages 16 to 95, which comprise the Group and the Bank statements of financial
position as at 31 December, 2024, and statements of profit or loss and other
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comprehensive income, statements of changes in equity and the statements 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 RSM Eastern Africa LLP,
auditors appointed under Section 23 of the Public Audit Act, 2015. 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 Group and the Bank financial statements present fairly, in all material
respects, the financial position of the Consolidated Bank of Kenya Limited as at
31 December, 2024, and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards (IFRS) and
comply with the Kenya Companies Act, 2015 and the Banking Act, 2012 (Revised).

Basis for Opinion

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Consolidated Bank of Kenya Limited
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.

Material Uncertainty Related to Going Concern

| draw your attention in Note 9 to the financial statements on going concern. The Bank
continued to register poor performance in its operations. During the year under review,
the Bank incurred a loss of Kshs.163,789,000 (2023 — loss, Kshs.421,328,000), resulting
into an accumulated loss of Kshs.4,450,772,000 which was net of other adjustments
totalling to negative Kshs.42,796,000 (2023-accumulated loss, Kshs.4,244,187,000) as
at 31 December, 2024. As a result, the Group registered a loss of Kshs.155,220,000
(2023 — Kshs. 415,270,000) while the accumulated loss increased to Kshs.4,425,056,000
net of other adjustments fofaling to negative Kshs.40,229,000 (2023 -
Kshs.4,229,607,000) as at 31 December, 2024. Further, as disclosed in Note 9 to the
financial statements, the Bank’s total capital to risk weighted assets ratio continued to
decline to negative 5.81% (2023 — negative 4.46%) against a regulatory minimum capital
ratio of 14.5%. The Group's current liabilities balance of Kshs.17,010,415,000 exceeded
current assets balance of Kshs.16,544,278,000 by Kshs.466,137,000. These conditions
alongside other matters as disclosed in Note 9 to the financial statements cast significant
doubt on the Bank’s ability to discharge its obligations when due and its existence as a
going concern is dependent upon continued support by the Government and its creditors.

My opinion is not modified in respect of this matter.
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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 of the current year. These matters
were addressed in the context of the audit of the financial statements as a whole, and in
forming my opinion thereon, and | do not provide a separate opinion on these matters.
For each matter below, a description of how the audit addressed the matter is provided

in that context:

Key Audit Matter

How the Matter was Addressed

Impairment Allowances on Loans and
Advances at Amortized Cost in the
Consolidated and Bank Financial
Statements

| determined that the impairment on loans
and advances to customers as a Key Audit
Matter due to the high degree of estimation
uncertainty and significant judgement
applied by Management in determination of
Expected Credit Losses (ECL) as
summarized below;

Forward-Looking Information

IFRS 9 requires the Bank to measure ECLs
on a forward-looking basis reflecting a range
of future economic conditions. Significant
Management judgement applied in
determining the macroeconomic information
used and the probability weightings applied.

Significant Increase in Credit Risk

The criteria selected to identify a significant
increase in credit risk is a key area of
judgement within the Bank's ECL calculation
as these criteria determine whether a 12-
month or lifetime provisions are recorded.

Assessing the appropriateness of
parameters used in the statistical
models in respect of Probability of
Default (PDs), Loss Given Default
(LGDs), and Exposure at Default
(EADs) by considering local
economic conditions, and,;

Evaluating Management's basis for
establishing Stage 3 loss
allowances in terms of the Group
and the Bank's policies and in terms
of the requirements of IFRS 9. This
included assessing reasonability of
Management assumptions on cash
flow projections and time to
realization for a sample of the
facilities.

Making use of our internal financial
risk modelling specialists to:

Assess the Group and the Bank's
methodology for determining the
economic scenarios used in the
forward-looking information and the
probability weightings applied to the
scenarios;
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Key Audit Matter

How the Matter was Addressed

Model Estimations

Inherently judgmental modelling used to
estimate ECLs, which involves determining
Probabilities of Default (‘PD’), Loss Given
Default ('LGD’), and Exposures at Default
(‘EAD’). The PD and LGD models used are
the key drivers of the Banks's ECL results
and are therefore the most significant
judgmental aspect of the Bank's ECL
modelling approach.

Assess the key economic variables
used in the determination of ECL,
including agreeing a sample of
economic variables to external
sources, as well as the overall
reasonableness of the economic
forecasts by comparing the Group's
and Bank's forecasts to reputable,
external sources of macroeconomic
forecasis.

Going Concern

There existed a material uncertainty related
to going concern. The Bank did not meet key
regulatory ratios during the year under
review. Further, the Business Laws
(Amendment) Act, 2024, which was signed
into law in December, 2024, requires banks
to increase their minimum core capital from
Kshs.1 billion to Kshs.10 billion over the next
five years. The top-up starts with an increase
to Kshs.3 bilion by the end of 2025,
progressing to Kshs.7 billion by 2027,
Kshs.8 billion by 2028 and finally reaching
Kshs.10 billion by 2029. Currently, the
Bank's core capital stands at negative
Kshs.715,000.

| obtained and reviewed
management's plan of action that
included a five-year Strategic Plan,
which ends in 2027.

Based on my understanding of the
Bank and the assessed risks, |
identified and discussed any
matters that cast doubt on the
feasibility of the plan.

| reviewed management's estimate.
Specifically, |:

a. evaluated the reliability of the
data used to generate the
forecast;

b. checked the arithmetic
accuracy of the information and
computations;

c. ensured that the information is
internally consistent (that is, the
entity can physically generate
products in the sales forecast);

d. compared the forecast to actual
prior period experience and
assessed the reasonableness
of the forecast.

e. considered the forecasted cash
generated/used in operations,
debt repayments and other
known cash reguirements; and
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Key Audit Matter How the Matter was Addressed

f. considered whether the
assumptions used about the
economy, interest rates,
industry trends, costs, staffing,
sales and general market
conditions were reasonable.

= Determined whether the
nature/implications of the material
uncertainty have been adequately
disclosed in the financial statements
and appropriately accounted for in
accordance with the IFRS.

= Reviewed letter of support obtained
by the directors from the anchor
shareholder, the Government of
Kenya.

Other Information

The Directors are responsible for the other information set out on page 1 to 11 which
comprise of Corporate Information, Statement of Corporate Governance, Report of the
Directors, Statement of Directors Responsibilities and Director's Remuneration. The
Other Information does not include the financial statements and my audit report thereon.

In connection with my audit on the Group and the Bank's financial statements, my
responsibility is to read the Other Information and in doing so, consider whether the other
information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If based on the work
| have performed, | conclude that there is a material misstatement of this Other
Information, | am required to report that fact. In my opinion, | confirm that the other
information is not materially inconsistent with the financial statements.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THEUSE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
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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. Non-Compliance with the Public Sector Accounting Standards Board
Requirements

Review of the financial statements revealed that Management failed to include several
components within the Other Information, as required by the financial reporting template
prescribed by the Public Sector Accounting Standards Board. The missing information
encompassed Key Entity Information and Management, the Chairman's Statement, the
Report of the Chief Executive Officer, Management Discussion and Analysis,
Environmental and Sustainability Reporting, and the Statement of Performance Against
Predetermined Objectives.

In the circumstances, Management did not comply with the Public Sector Accounting
Standards Board requirements.

2. Non-Compliance with Prudential Guidelines on Capital Requirements

As reported previously, review of the financial statements revealed that the Bank did not
comply with various capital requirements set out in the Banking Act and Central Bank of
Kenya (CBK) Prudential Guidelines as indicated below.

i. The Bank's core capital stood at negative balance of Kshs.715,000 against the
minimum required capital of Kshs.1,000,000,000. This was contrary to Section
18(2) of the Banking Act, 1995 (Revised 2015) which states that, “a non-operating
holding company or any other vehicle of ownership which controls a group shall,
in relation to its business, maintain adequate capital and adequate forms of liquidity
to demonstrate that it is a source of strength for the institution and shall comply
with any regulations issued by the Central Bank on minimum ratios or capital
requirements in any other form. Section 4.1.3 of Part IV of the CBK Prudential
Guidelines, 2013 sets the minimum absolute core capital requirement at
Kshs.1,000,000,000 for Banks and Mortgage Finance Companies.

ii. The Bank’s total capital to risk weighted assets ratio stood at negative 5.81% as
reflected in Note 9 to the financial statements. This was against the minimum
capital ratio required of 14.5% set out in Section 4.1.2 of Part IV of the CBK
Prudential Guidelines, 2013.

iii. The Bank's core capital to risk weighted assets ratio stood at negative 5.81% as
reflected in Note 9 to the financial statements. This was against the minimum
capital ratio required of 10.5% set out in Section 4.1.2 of Part |V of the CBK
Prudential Guidelines, 2013.

iv. The Bank's core capital to total deposits ratio stood at negative 6.23% as reflected
in Note 9 to the financial statements. This was against the required ratio of 8% set
out in Section 4.1.1 of Part IV of the CBK Prudential Guidelines, 2013.
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In the circumstances, Management was in breach of the law.
3. Termination of Contract for the Upgrade of the Exiting Core Banking System

The Bank entered into contract with a supplier for the upgrade of the existing Core
Banking System on 3 June, 2022 at a contract sum of USD 2,436,000. Review of the
contract documents and related correspondences revealed the following unsatisfactory
matters;

(i) The contract was terminated by the Bank on 6 June, 2023 after the Bank's
Management realized that the Core Banking System that was being offered by the
Consultant did not meet the user requirement as per the tender document and that
the Company awarded the contract for the upgrade was a different entity from the
Licensor/Service provider of the system that was being upgraded. This raises
doubt on the extent of due diligence performed by the Bank.

(ii) Upon termination of the contract, the Consultant moved to court under Certificate
of Urgency challenging the termination of the contract and sought compensation
amounting to USD 1,334,000 for breach of contract and USD 293,600 for recovery
of performance guarantee all totaling to USD 1,627,600, translating to
approximately Kshs.211,588,000.

(i)  During the year under review, the Bank paid legal fees amounting to
Kshs.4,227,139 being 50% of total fees charged by a law firm in respect of
instruction to enter appearance and defend the Bank against this claim.

(iv)  The law firm engaged by the Bank was not on the list of service providers
prequalified by the Bank under provision of legal services category. This was
contrary to Section 57 of the Public Procurement and Asset Disposal Act, 2015
which require the head of the procuring entity to maintain and update lists of
registered suppliers, contractors and consultants in the categories of goods, works
and services according to its procurement needs.

In the circumstances, Management was in breach of the law and value for money in
respect to legal fees paid and the extent of due diligence performed on this contract could
not be confirmed.

4. Unapproved Human Resource Instruments

Records provided for audit showed that the Bank developed and operationalized Human
Resource Instruments as evidenced by the recruitment of twenty-one (21) employees
during the year. However, the Instruments had not been approved by the State
Corporation Advisory Committee (SCAC) before operationalization. This was contrary to
Circular No. OP/SCAC 9/21/11 of 15 March, 2017 which required approval of State
Corporations Human Resource Instruments by SCAC.

In the circumstances, Management was in breach of the law.
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5. Irregular Payment of Acting Allowance

Review of human resource records revealed that eleven (11) officers were appointed to
acting positions and paid acting allowances for periods exceeding six (6) months. The
officers were paid a total of Kshs.5,482,863 as acting allowance. This was contrary to
Section C.14(1) of the Public Service Commission Human Resource Policies, 2016 which
states that, when an officer is eligible for appointment to a higher post and is called upon
to act in that post pending advertisement of the post, he is eligible for payment of acting
allowance at the rate of twenty percent (20%) of his substantive basic salary and will not
be payable to an officer for more than six (6) months.

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

6. Non-Compliance with the National Cohesion and Integration Act, 2008

In the year under review, the bank had two hundred and ten (210) employees out of whom
seventy-six (76) or 36% were from one ethnic community. This was contrary to Section
7(1) and (2) of the National Cohesion and Integration Act, 2008 which states that, all
public offices shall seek to represent the diversity of the people of Kenya in employment
of staff and that no public institution shall have more than one-third of its staff
establishment from the same ethnic community.

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

7. Use of Unapproved Salary Structure and Salary Increment

During the year under review, the Bank revised and partly operationalized the amended
Salary Structure. Due to the implementation of the revised salary structure, Management
implemented a 6% Cost of Living Salary Adjustment in November and December, 2024
resulting in a monthly payroll increase of Kshs.2,164,117. This raised staff costs from an
amount of Kshs.61.7 million to Kshs.63.9 million. However, Management did not obtain
prior approval to implement the revised salary structure from the Salaries and
Remuneration Commission (SRC) for the adjustment. This was contrary to Article
230(4)(b) of the Constitution of Kenya which states that the powers and functions of the
Salaries and Remuneration Commission shall be to advise the national and county
governments the remuneration and benefits of all public officers.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, except for the effect of the matters 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 governance were not effective.

Basis for Conclusion

1. Failure to Implement Internal Audit Recommendations

The Internal Audit Department conducted various audits during the year under review.
However, review of the responses and action plan by Management with respect to the
Internal Audit Reports showed that they were not prepared and submitted to the
Chairperson of the Audit Committee within fourteen (14) days. This was contrary to
Regulation 172(2) of the Public Finance Management (National Government)
Regulations, 2015 which states that the Accounting Officer of an entity shall be
responsible for the implementation of the recommendations made in the audit reports
and shall develop response and action plan which he or she shall submit to the
Chairperson of the Audit Committee within fourteen (14) days.

In the circumstances, existence of effective measures on implementation of proper
internal controls and governance could not be confirmed.

2. Insufficient Due Diligence Before Advancing Loans

Review of non-performing loan records provided for audit revealed that the Bank
disbursed a loan balance of Kshs.150 million in two installments of Kshs.75 million each
to a client. It was however noted that the ownership of the land charged as collateral for
the loan was in dispute, and had an ongoing court case. This casts doubt on the
adequacy of due diligence performed by the Bank regarding land ownership prior to the
charge. Further, records held the Bank indicated that the loan became non-performing
shortly after the second installment was disbursed in February 2023. Furthermore, the
assessment of the collateral offered by the beneficiary indicated a value of only Kshs.50
million an indication of material exposure on the Bank.

In the circumstances, the adequacy of the bank due diligence procedures in respect of
this loan could not be confirmed.

3. Failure to Update The Bank’s Risk Pricing Model

During the year under review, the Bank's risk-based pricing model utilized sectoral data
that was last collated between March 2018 and December 2020. Consequently, the
model’s inputs, specifically the Probability of Default (PD) and Loss Given Default (LGD)
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parameters, may not accurately reflect the prevailing economic conditions or the current
risk environment.

In the circumstances, the Bank's risk-based pricing model, presents a material risk of
inaccurate risk assessment and potential financial loss.

4. High Sector Concentration Exposure

An analysis of the loan portfolio revealed a critical concentration risk, with over 50% of
the bank’s total loan exposure allocated to the trade sector. This disproportionate reliance
on a single sector exposes the bank to significant sector-specific vulnerabilities. Adverse
developments within the trade industry, including economic downturns, regulatory
changes, or market volatility, could generate a systemic impact on the bank's overall loan
portfolio, potentially leading to substantial financial losses. This concentration
necessitates a review of the bank's risk management strategies to mitigate the potential
for significant adverse impacts.

In the circumstances, the significant concentration of over 50% of the loan portfolio in the
trade sector presents a material risk to the bank's financial stability.

5. Weaknesses in Information Technology Control Environment

Review and evaluation of the Information Technology (IT) systems relating to the
operations of the Bank (the core banking systems), IT Systems used for the purpose of
internal controls over financial reporting and other information systems revealed the
following weaknesses:

(i) Core Banking System Running on an Outdated Operating System

The Core Banking System was running on an outdated and unsupported Operating
System. The system reached its End of Life (EOL) on 30 June, 2014 and no longer
receive security updates or vendor support.

(i) Use of Outdated Database in the Core Banking System

The underlying database in the Core Banking System reached its end of life on
31 December, 2020, making it susceptible to security vulnerabilities.

(iii) Lack of Secure Socket Layer Encryption for Core Banking System

The Bank’s Core Banking System, Intellect, was accessed without a Secure Socket Layer
(SSL) certificate. This meant that data transmitted between users and the system was not
encrypted thereby increasing the risk of interception and unauthorized access.

(iv) End - of —Life (EOL) and Extended support for Operating Systems

Several software components had reached their end-of-life and extended support phases.
Specifically, eleven (11) servers were found to be operating on outdated server versions,
twenty-two (22) servers were identified as being beyond their supported lifecycle, fifteen
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(15) workstations while fifteen (15) routers were running on discontinued operating
systems.

(vi) Use of Non-Activated Windows Operating Systems

Several critical endpoints were operating on non-activated operating systems. This
included the Active Directory Controller server, the ITAX database server, and the
computer accessing the MIPS system within the clearing department.

(vii) Absence of Privileged Access Management Solution

The Bank did not have a Privileged Access Management (PAM) solution in place to
centrally manage privileged access and control privileged access to critical IT
infrastructure including the Core Banking System, databases, servers and network
devices.

(viii) Absence of Privacy Policy, Cookie Policy, and Cookie Consent
Management on the Bank's Website

The Bank's website lacked a dedicated privacy policy, cookie policy and cookie consent
management mechanism. While the ICT policy contained clauses related to privacy and
cookies, the absence of these elements on the website itself left visitors, including
customers and potential users, uninformed regarding the collection, storage and
processing of their personal data.

(ix) Systems Vulnerability

The vulnerability assessment and penetration test revealed several key weaknesses in
the Bank's security posture. These included security misconfigurations which resulted
from systems being configured to prioritize performance at the expense of security. The
use of insecure protocols and services was also identified as a concern, as these transmit
data without encryption, thereby increasing the risk of interception and unauthorized
access. Additionally, web services vulnerabilities were present, which could potentially
compromise the confidentiality, integrity, or availability of services and data. The Bank
also exhibited a reliance on outdated and obsolete software, which lacked necessary
security patches and was more susceptible to cyber-attacks. Further vulnerabilities were
noted in the Server Message Block (SMB) protocol, potentially enabling attackers to gain
access to sensitive information. Windows services vulnerabilities were also detected,
which could lead to unauthorized access, data breaches, malware infections, or denial-
of-service attacks. Finally, Secure Shell (SSH) vulnerabilities were identified, stemming
from the support of cryptographically weak Hash-based Message Authentication Codes,
which could allow attackers to bypass restricted shells.

In the circumstances, the effectiveness of the Bank's core banking systems, ICT controls,
and risk management relating to confidentiality, integrity and availability of information,
could not be confirmed.
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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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Conclusion

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

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;

ii. The information given in the Directors’ report on pages 7 to 8 is consistent with the
financial statements; and

ii. The auditable part of the Directors' remuneration report on pages 10 to 11 has
been properly prepared in accordance with the Companies Act, 2015.

Responsibilities of the 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 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
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 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

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
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systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General’'s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not 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 addition, |
consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.qo .ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

FCP c , CBS
AUDITOR-GENERAL

Nairobi

21 March, 2025
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