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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KABIANGA TEA FARM 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 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; and,

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.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on 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 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.
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REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kabianga Tea Farm set out on
pages 1 to 51, which comprise the statement of financial position as at 30 June,2024,
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. | 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 effects 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 Kabianga Tea Farm as at 30 June, 2024 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 Companies Act, 2015
and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Inaccuracy of Revenue from Green Leaf

The statement of profit or loss and other comprehensive income reflects revenue from
green leaf amounting to Kshs.68,475,440 as disclosed in Note 6 to the financial
statements. However, amount differs with the recomputed revenue from green leaf
amounting to Kshs.68,685,345 resulting to an unexplained Kshs.209,905 .

Further, the amount differ with the ledger balance ofKshs.69,363,019 resulting to an
unexplained variance of Kshs.677,674.

In addition, review of the Company records revealed that the Company sold its produce
to two local tea factories. However, the purchaser statements indicating quantities
delivered from the farm and quantities received at the factories were not provided for
audit.

In the circumstances, the accuracy and completeness revenue from green leaf amounting
to Kshs.68,475,440 could not be confirmed.

2. Unsupported Other Income

The statement of profit or loss and other comprehensive income reflects other income
amounting to Kshs.2,005,221. The amount includes tea plants (nursery) of Kshs.495,620,
tree plants (nursery) of Kshs.293,215, coffee sale (Kipkelion arm) of Kshs.836,437 and
mature tree of Kshs.100,000 all totalling Kshs.1,725,272 as disclosed in Note 9 to the
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financial statements. However, the tree plants and coffee sales were not supported by
production statements indicating quantities harvested, coffee sales returns statements
and the contract price per kilogram during the year under review.

In the circumstances, the accuracy and completeness of other income amounting to
Kshs.1,725,272 could not be confirmed.

3. Unsupported Cost of Fertilizer

The statement of profit or loss and other comprehensive income reflects cost of sales
amounting to Kshs.37,599,654. The amount includes cost of fertilizer amounting
Kshs.3,602,529 as disclosed in Note 7 to the financial statements. However, the
supporting documents such as user requisitions, invoices, LPOs, delivery notes,
inspection and acceptance report, counter receipt vouchers (S13), counter requisition and
issue voucher (S11) and bin card(S3) were not provided.

In the circumstances, the accuracy, completeness and propriety of cost of fertilizer
amounting to Kshs.3,602,529 could not be confirmed.

4. Unsupported Director’s Emoluments

The statement of profit or loss and other comprehensive income reflects administration
costs amounting to Kshs.11,873,09. The amount includes directors’ emoluments totalling
Kshs.1,663,420 as disclosed in Note 10 (a) to the financial statements. However, the
directors’ emoluments were not supported by Minutes of the meetings, signed attendance
registers and activity work plans.

In the circumstances, the accuracy, completeness of directors’ emoluments amounting to
Kshs.1,663,420 could not be confirmed.

5. Unsupported Transportation, Travelling and Subsistence

The statement of profit or loss and other comprehensive income reflects administration
costs amounting to Kshs.11,873,09. The amount includes transportation, travelling and
subsistence amounting to Kshs.2,663,214 as disclosed in Note 10 (a) to the financial
statements. However, the transportation, travelling and subsistence expenditure includes
Kshs.2,476,514 which was not supported by Imprest warrant applications detailing the
purpose of the travel, authority to travel, receipts, motor vehicle work tickets, attendance
registers, reports of the meetings and evidence that the issued imprests were recorded
in an imprest register.

In the circumstances, the accuracy, completeness of transportation, travelling and
subsistence amounting to Kshs.2,476,514 could not be confirmed.

6. Unsupported Repairs and Maintenance

The statement of profit or loss and other comprehensive income reflects administration
costs amounting to Kshs.11,873,09. The amount includes repairs and maintenance
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amounting to Kshs.1,856,066 as disclosed in Note 10 (a) to the financial statements.
However, the repairs and maintenance expenditure includes Kshs.1,060,832 which was
not supported by Requisition from user departments, driver defects report, motor vehicle
work tickets and pre and post mechanical inspection reports in respect of each motor
vehicle, plant and equipment.

In the circumstances, the accuracy, completeness of repairs and maintenance amounting
to Kshs.1,060,832 could not be confirmed.

7. Inaccuracy of Total Comprehensive Loss for the Year

The statement of financial of profit or loss and other comprehensive income reflects total
comprehensive loss for the year amounting to Kshs.10,685. However, the amount does
not include tax credit amounting to Kshs.612,751, and net of dividends paid to County
government of Kericho and tax paid of totalling Kshs.2,000,000 and Kshs.520,902
respectively reflected in the statement of changes in equity.

The statement of changes in equity reflects dividends paid to County Government of
Kericho amounting to Kshs.2,000,000 as further disclosed in Note 14 to the financial
statements. However, the dividend paid were more than the net profit after taxation
amounting to Kshs.1,403,899 reported in the previous year resulting in an overpayment
of Kshs,596,101.

In the circumstances, the accuracy ,completeness and propriety of the total
comprehensive loss for the year amounting to Kshs.10,685 could not confirmed.

8. Inaccuracy in Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment assets totalling
Kshs.44,895,790. The amount includes land amounting to Kshs.44,760,000 as disclosed
in Note 15 to the financial statements in respect of one hundred and fifty-one (151)
hectares of land. Review of records revealed that the land was last valued in July, 2000
and Management confirmed that no valuation had been done since then. This was
contrary to Paragraph 34 of International Accounting Standards (IAS )16 which states
that the frequency of revaluations depends upon the changes in fair values of the items
of property, plant and equipment being revalued. When the fair value of a revalued asset
differs materially from its carrying amount, a further revaluation is required. Some items
of property, plant and equipment experience significant and volatile changes in fair value,
thus necessitating annual revaluation. Such frequent revaluations are unnecessary for
items of property, plant and equipment with only insignificant changes in fair value
instead, it may be necessary to revalue the item only every three or five years.

Further, the property, plant and equipment schedule included buildings and civil works,
plant and machinery, motor vehicles and computers and related equipment which were
fully depreciated as at 30 June, 2024 at an accumulated depreciation value of
Kshs.53,886,442. However, the assets had not been revalued
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In addition, the assets including parcels of land and motor vehicles did not have title deed
and log books in the name of the Company instead the assets were registered in the
name of the defunct County Council of Kipsigis. Management did not provide reasons
why the assets had not been transferred to the Company.

In the circumstances, the accuracy, ownership and valuation of the property, plant and
equipment balance Kshs.44,895,790 could not be confirmed.

9. Unsupported Provisions on Trade and Other Receivables

The statement of financial position reflects trade and other receivables totalling
Kshs.4,274,619. The amount is net of provision for bad and doubtful debts on trade and
staff receivables amounting to Kshs.2,089,886 as disclosed in Note 19 to the financial
statements. However, the policy of the provisions has not been disclosed in the financial

statements.

Further, there was no specific provision for the impairment of debts that have been
outstanding for a long period and which may not be recovered. A review of the matter in
the current year noted that the Management did not set a specific provision for the long
outstanding debts.

In addition, the amount includes staff receivables and other receivables totalling
Kshs.385,485 and Kshs.574,005 as shown in Note 19 to the financial statements
respectively which have been outstanding for over twelve (12) years. However,
Management had not assessed these debts as doubtful and adequate control measures
and safeguards to recover the debts were not provided for audit.

In the circumstances, the accuracy, completeness and recoverability of the trade and
other receivables totalling Kshs.4,274,619 could not be confirmed.

10. Accuracies of Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents totalling
Kshs.15,205. The amount is net of negative bank balance amounting to Kshs.16,032 as
disclosed in Note 21 to the financial statements. This was contrary to Paragraph 32 of
International Accounting Standards (IAS) 1 which states that an entity shall not offset
assets and liabilities or income and expenses, unless required or permitted by an
International Financial Reporting Standard (IFRS).

Further, amount includes a balance of Kshs.17,033 held in a US Dollar account in a
commercial bank. However, the certificate of bank balance, cash book, bank statements
and bank reconciliation for the foreign currency account were not provided for audit.

In addition, approval for opening the foreign currency bank account by the Cabinet
Secretary, National Treasury as required by Regulations 76(2) of the Public Finance
Management (County Governments) Regulations, 2015 was not provided.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
totalling Kshs.15,205 could not be confirmed.
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11. Unsupported Trade and Other Payables

The statement of financial position reflects trade and other payables totalling
Kshs.5,364,755. The amount includes trade payables, accrued expenses and payroll
balances of Kshs.629,444, Kshs.2,559,303 and Kshs.2,176,008 respectively as disclosed
in Note 26 to the financial statements. However, the supporting documents including
ledger schedule giving a detailed list of the suppliers or employees who were owed,
invoices, delivery notes, local service or local purchase order numbers, payroll creditors,
and ageing analysis were not provided for review.

Further, Note 10(a) to the financial statements reflects auditor's remuneration amounting
to Kshs.120,000 as disclosed and a similar comparative figure. Review of records indicate
that no audit fees was paid during the year under review. However, the unpaid audit fees
were not included in the accounts payables amount.

In the circumstances, the accuracy, completeness and existence of trade payables
totalling Kshs.5,364,755 could not be confirmed.

12. Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects total expenditure on
comparable basis amounting to Kshs.69,125,023. However, the amount includes actual
expenditure which are at variance with those reflected in the statement of profit or loss
and other comprehensive income as shown below:

Amount in
Amount in the Statement of
Statement of | Comparison of
Profit or Loss Budget and
and Other Actual
Comprehensive Amounts Variance
Note | Income (Kshs) (Kshs) (Kshs)
Weeding 7 2,066,928 2,099,328 (32,400)
Nursery unit costs i 192,232 616,659 (424 427)
Motor vehicle costs 7 1,849 880 3,361,468 (1,511,588)
10
Staff costs (b) 21,119,793 20,732,033 387,760
10
General overheads (a) 0 2,955,398 (2,955,398)
10
Administration expenses (a) 11,873,509 3,986,652 7,886,857
10
Repairs and maintenance (a) 1,856,066 1,341,345 514,721
10
Other operating expenses (a 893,440 2,052,059 (1,158,619)
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Amountin
Amount in the Statement of

Statement of | Comparison of
Profit or Loss Budget and

and Other Actual
Comprehensive Amounts Variance
Note | Income (Kshs) (Kshs) (Kshs)
Total 39,851,848 37,144,942 2,706,906

In the circumstances, the accuracy and completeness of statement of comparison of
budget and actual amounts could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Kabianga Tea Farm Management in
accordance with ISSAlI 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 qualified opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis amounting to Kshs.72,843,100 and Kshs.70,490,422
respectively resulting in under-funding of Kshs.2,352,678 or three percent (3%) of the
budget. Further, the statement reflects costs and expenses actual on comparable basis
amounting to Kshs.69,125,023 resulting in under-expenditure of Kshs.3,718,077 or five

percent (5%) of the budget.

In addition, the statement reflects final total income and expenditure budget amounting to
Kshs.72,843,100 and Kshs.71,725,321 resulting in unbalanced budget by
Kshs.1,117,779. This was contrary to Regulation 31(c) of the Public Finance
Management (County Governments) Regulations, 2015 which requires budget revenue
and expenditure appropriations to be balanced.

The underfunding and under expenditure affected the planned activities and may have
impacted negatively on the implementation of the Company’s programs and service
delivery to the public.

My opinion is not modified in respect of this matter.

Repart of the Auditor-General on Kabianga Tea for the year ended 30 June, 2024
7



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. Except for the matters described in
the Basis for Qualified Opinion section of my report, | have determined that there are no
other key audit matters to communicate in my report.

Other Matter
Unresolved Prior Year Matters

In the audit report of the previous year, twenty (20) issues were raised under the Report
on Financial Statements, Emphasis of Matter, Report on Lawfulness and Effectiveness in
Use of Public Resources and Report on Effectiveness of Internal Controls, Risk
Management and Governance. However, However, Management has not resolved the
issues or given any explanation for failure to resolve the issues.

Other Information

Management is responsible for the other information set out on page v to xxiv which
comprise of Key Company Information and Management, the Board of Directors,
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting, Report of the Directors ,and Statement of Directors’
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Company’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. | have nothing to report in this regard.

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 conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the 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.

Report of the Auditor-General on Kabianga Tea for the year ended 30 June, 2024

8



Basis for Conclusion
1. Irregular Sale of Green Leaf Tea

The statement of profit or loss and other comprehensive income reflects revenue from
green leaf amounting to Kshs.68,475,439 as disclosed in Note 6 to the financial
statements. Review of Company records revealed that the tea produced was sold to two
tea factories. However, a contract agreement between the Farm and one of the
companies which received 31,090 kilograms of green tea leaves at a unit price of Kshs.31
per kilogram was not provided for audit. This was contrary to Section 135 (2) of the Public
Procurement and Asset Disposal Act, 2015 which requires an Accounting Officer of a
procuring entity to enter into a written contract with the person submitting the successful
tender based on the tender documents and any clarifications that emanate from the
procurement proceedings.

In the circumstances, Management was in breach of law.
2. Unauthorized Expenditure

The statement of comparison of budget and actual amounts reflects over expenditure on
purchase of fertilizer of Kshs.308,991, weeding costs of Kshs.93,616 and staff costs of
Kshs.800,251 all totalling Kshs.1,202,858 or approximately two percent (2% ) of the
budget. This was contrary to Regulation 43(2) of the Public Finance Management (County
Governments) Regulations, 2015 on budget execution which requires County
Government entities to execute their approved budgets based on the annual
appropriation legislation and the approved annual cash flow plan.

In the circumstances, Management was in breach of law.

3. Non-Payment of Audit Fees

The statement of profit or loss and other comprehensive income reflects administration
expenses amounting to Kshs.11,873,09. The amount includes auditor's remuneration
amounting to Kshs.120,000 as disclosed in Note 10(a) to the financial statements.
However, the Company records indicate that Management had not remitted any audit
fees to the Office of the Auditor General during the year under review. This was contrary
to the provisions of Section 41 of the Public Audit Act, 2015 that requires the audited
entity to pay audit fees at the rates prescribed by the Auditor-General.

In the circumstance, Management was in breach of the law.
4. Irregular Engagement and Payment of Casual Employees

The statement of profit or loss and other comprehensive income reflects staff costs
amounting to Kshs.21,119,793. The amount includes wages of temporary employees
totalling Kshs.5,413,461 as disclosed in Note 10 (b) to the financial statements. Review
of records revealed that t the casuals were engaged for a period of more than twelve (12)
months. This was contrary to Section 37(1)(b) of the Employment Act, 2007 which states
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that where a casual employee performs work for more than three months, the contract of
service of the casual employee shall be deemed to be one where wages are paid monthly.
Further, records provided for audit revealed that the there was no approved staff
establishment showing deficiency of staff to be filled by the casuals or formal requests
done from the departmental heads on the need for engaging casuals.

In the circumstances, Management was in breach of the Law.
5. Non-Compliance with the One-Third of Basic Salary Rule

Review of the Company's payroll for the month of June, 2024 revealed that ten (10)
employees were earning net salaries that were less than one-third of their basic salaries.
This was contrary to Section 19(3) of the Employment Act, 2007 which provides that total
deductions from salaries of employees shall not exceed two-thirds of the respective basic
salaries.

In the circumstances, Management was in breach of the law
6. Irregular Appointment of the Board of Directors

Review of the Company records revealed that there was no gazette notice formally
appointing the Board of Directors or official appointment by way of letters. This was
contrary to Section 1.1(11) of Mwongozo Code of Governance which requires each Board
Member to be formally appointed to the Board through a Gazette Notice and thereafter
issued with an appointment letter.

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

The audit was conducted in accordance with ISSAI 3000 and 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.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effects 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.
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Basis for Conclusion
1. Lack of Approved Human Resource Manuals and Policies

Review of the human resources records revealed that the Company lacked key policy
manuals for human resource management including staff establishment, customized
scheme of service, career progression guidelines, casuals' engagement policy and HR
development policy. As a result, confirmation of the appropriateness of the current staffing
level that would enhance achievement of the Farm’s strategic objectives was not possible.

In the circumstances, it was not possible to confirm whether the Farm operated with an
optimal number of staff.

2. Lack of Internal Audit Review and Audit Committee

During the year under review, it was noted that there was no Internal Audit review of the
Company’s activities contrary to Regulation 153(1) of the Public Finance Management
(County Governments) Regulations, 2015 which requires internal auditors to review and
evaluate budgetary performance, financial management, transparency and accountability
mechanisms and processes in county government entities and review the effectiveness
of the financial and non-financial performance management systems of the entities.

Further, the Board had not constituted an audit committee since its establishment as
required by Regulation 155 (5) of the Public Finance Management (County Governments)
Regulations, 2015.In addition, there was no evidence or proof that audit reports of both
internal and external auditors had been discussed by the audit committee.

In the circumstances, internal control mechanisms that could have an impact on
achievement of the strategic objectives of the Farm may be undetected and hence not

rectified in good time.
3. Lack of Risk Management Strategies

The Company’s Management had not put in place risk management policy to guide the
Management on risk assessment and formulation of risk mitigation strategies. It was,
therefore, not clear how Management manages risk exposures. This was contrary to
Regulation 158(1)(a) and (b) of the Public Finance Management (County Governments)
Regulations, 2015 which requires the Accounting Officer to ensure that the County
Government entity develops risk management strategies which include fraud prevention
mechanism and internal control that builds robust business operations.

In the circumstances, Management ability to identify, measures and mitigate operations
and other risks faced by the Farm may have been constrained.

The audit was conducted in accordance with ISSAl 2315 and 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

Report of the Auditor-General on Kabianga Tea for the year ended 30 June, 2024
11



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
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 i to xxix is consistent with
the financial statements.

The Companies Act, 2015 requires that | report on the legal or regulatory requirements,
or on performance information disclosed. These matters require expressing a separate
opinion as to the Company’s compliance with laws and regulations. | 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 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
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 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 are 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 governance
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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 ISSAs 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.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

ch, CBS

AUDITOR-GENERAL

Nairobi

31 December, 2024
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