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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA FORESTRY RESEARCH
INSTITUTE 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.

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 Unmadified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The unmadified Opinion indicates the books of accounts and underlying
records agree with the financial statements and that no material misstatements were
found. The financial statements present fairly, in all material respects the operations of
the entity. An unmodified opinion does not necessary mean that an entity has complied
with all relevant laws and regulations, is effective in the use of resources, or that its
internal control, risk management and governance systems are properly designed and
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

| have audited the accompanying financial statements of Kenya Forestry Research
Institute set out on pages 1 to 41, which comprise of the statement of financial position
as at 30 June, 2024 and the statement financial performance , statement of changes in

Report of the Auditor-General on Kenya Forestry Research Institute for the year ended 30 June, 2024



net assets, 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 effect of the matters described in the basis for Qualified
opinion section of my report the financial statements present fairly, in all material respects,
the financial position of Kenya Forestry Research Institute as at 30 June, 2024 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis)] and comply with the
Science, Technology and Innovation Act, 2013 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Excluded Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment totaling
Kshs.5,935,149,925. However, the amount excludes the value of properties on various
parcels of land measuring 2,847 hectares across the Country. These include parcels of
land owned by Kenya Forest Service, Maseno University, Ministry of Agriculture, Counties
Governments of Kitui, Lamu, Migori and Karura where the Institute has a wood chemist
facility. Further, the amount excludes the value of the Institute's Headquarters which is
built on land registered under the Ministry of Environment and Natural Resources. In
addition, title deeds for twenty-one (21) parcels of land possessed by the Institute were
not provided for audit.

In the circumstances, the accuracy, completeness and ownership of property, plant and
equipment totaling Kshs.5,935,149,925 could not be confirmed.

2. Long Outstanding Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.58,806,123 as disclosed in Note 14 (a) to the financial statements out of which trade
debtors and water debtors of Kshs.25,701,506 and Kshs.4,520,219 respectively were
outstanding as at 30 June, 2024. The amount include debtors totaling to Kshs.11,500,313
that have not paid to date and have been outstanding for more than one year. The debt
continues to increase an indication of lack of frequent follow- up and hence their recovery
is doubtful and no provision have been made in the financial statements. Further, the
debts have not been referred to a debt collector as per the credit policy.

In the circumstances, completeness and recoverability of the receivables could not be
confirmed.

3. Long Outstanding Un-Surrendered Imprest

The statement of financial position reflects receivable from non — exchange transaction
balance of Kshs.11,179,242 as disclosed in Note 14(b) to the financial statements. The
amount includes outstanding travelling imprest and special imprest of Kshs.8,375,500
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and Kshs.2,704,682 respectively out of which an amount Kshs.5,261,677 was
outstanding for more than 120 days. Management has not explained why the outstanding
imprest have not been recovered from the payroll.

In the circumstances, the recoverability of the imprest could not be confirmed.

4, Unsupported Board Expenses

The statement of financial performance reflects board of management expenses amount
of Kshs.21,864,902 as disclosed in Note 9 to the financial statements. Included in the
amount is Kshs.4,259,861 which were cash withdrawals to pay board members referred
to as special imprest by the Institute. However, no schedules and breakdown were
provided for audit showing the individual payees and acceptance of the cash payments.
Further, the payments were not subjected to PAYE deductions as required by law.

In the circumstances, the accuracy, completeness and regularity of the payments
amounting to Kshs.4,259,861 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Kenya Forestry Research Institute
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 qualified opinion.

Budgetary Control and Performance
Emphasis of Matter

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.2,076,272,999 and Kshs.2,012,008,112
respectively, resulting to an under-funding of Kshs.64,264,887. Similarly, the Institute
spent an amount of Kshs.2,032,760,262 against actual receipts of Kshs.2,012,008,112
resulting to an over-utilization of Kshs.20,752,150 of the actual receipts.

The under-funding affected the planned activities 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 Matter

In the audit report of the previous year, one issue was raised under Report on Financial
Statements. However, the Management had not resolved the issues as at 30 June, 2024.
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Other Information

Management is responsible for the other information set out on page xvi to xiiv which
comprise of the Chairman’s Statement, Report of the Chief Executive Officer, Statement
of Performance Against Predetermined Objectives, 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 Fund’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(s) of the matter(s) 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.

Basis for Conclusion
1. Failure to Meet Set Performance Targets

Review of the annual seed collection report revealed that there were variances between
the targets set and the actual seeds collected as analyzed below;

Percentage of
Target
Centre Target (Kg) Achievement (Kg) Achieved (%)

1 Migori 4507 3079 68

2 Ramogi 2184 907 42

3 Maseno 7900 5570 71

4 Kakamega | 8910 4818 54

6 Turbo 6035 2785 46
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Percentage of
Target
Centre Target (Kg) Achievement (Kg) Achieved (%)

T Marigat 2774 1245 45

8 Turkana 3588 1157 32

9 Muguga 8000 6829 85

10 Nyeri 14000 6426 46

il Rumuruti | 1500 1138 76

12 Kitui 6500 3887 60

14 Kibwezi 8000 6574 82

15 Garissa 4000 1794 45

16 Gede 5626 3854 69

17 Taita 3400 2116 62

18 Lamu 3990 1965 49

19 Waijir 1500 200 13

In the circumstances, Management was not able to achieve its set targets and objectives.

2. Unremitted and Accrued VAT

The statement of financial position reflects Commissioner of VAT-accrued VAT amount
of Kshs.95,560,206 as disclosed in Note 16 (d) to the financial statements. The amount
comprises of principal amount of Kshs.66,733,804, interest of Kshs.22,106,832 and
penalties of Kshs.6,719,570. The Institute has not filed VAT returns from July, 2015 to
30 June, 2024 contrary to Value Added Tax Act (Cap.476).

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

The audit was conducted in accordance with ISSA| 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, 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.

Basis for Conclusion

1. Understaffing at the Institute

The approved staff establishment submitted for audit review reflects that the Institute has
a total staff establishment of one thousand three hundred and seventy (1370). However,
an analysis of staff in post revealed that the Department was operating with only eight
hundred and fifty-five (855) staff which is equivalent to 62 % of the total approved staff
establishment and that five hundred and fifteen (515) posts representing 38% of the total
approved staff establishment were vacant. The Institute is therefore not operating at its
optimal staffing level a scenario which may lead to poor service delivery and may hinder
it from achieving its objectives.

In the circumstances, effective service delivery to the public could not be confirmed.
2. Acting in Exceedingly Higher Position

Review of the of the human resource documents provided for audit revealed that there
were some officers acting in higher positions than the required positions as a result of the
gaps in the department. An officer in Senior Human Resource Position Grade K6 is acting
in the position of the Head of Human Resource Department, Grade K3 instead of Grade
K4 the next grade resulting in acting three positions ahead. Further one Senior Research
Scientist in Grade K6 was acting as Assistant Director Resource Mobilization, Grade K4,
which is two grades ahead instead of acting in Grade K5.

In the circumstances, effectiveness in service delivery and management for the acting
positions could not be confirmed.

3. Stagnation of Staff in Same Job Group for Long

Review of the human resources revealed that some staff have been in various positions
for long without being promoted to the higher levels and some have never been promoted
since they were employed. Further, the approved staff established has a lot of vacancies
which are yet to be filled. This demotivates them as they do not get challenging
experiences that comes with new responsibilities.

In the circumstances, effectiveness in service and low morale among staff who have
stagnated could not be confirmed.

4. Staff Acting for Over Six (6) Months

Review of Human Resource documents revealed that the entire Management team
comprising of Senior Deputy Director Research and Development, Deputy Director
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Forestry Research Support Services, Deputy Director Corporate Affairs and Quality
Assurance, Assistant Director Resource Mobilization, and Head- Human Resource
Management Department were all on acting positions. The entire team has acted for a
period of over six months and some for a period of over one year which is contrary to the
Public Service Act 2017.It is not clear when the substantive office holders will be
appointed.

In the circumstances, effective management of resources with entire management on
acting positions could not be confirmed.

5. Lack of Phased Transition in Appointment of Board Members

Review of board documents revealed that five (5) members of the Board of Directors of
the Institute were appointed by the Cabinet Secretary for Environment, Climate Change
and Forestry through Kenya Gazette noticed dated 15 June, 2023. The appointment was
for a three (3) year period, meaning that their term will expire on the same day and month.
However, the appointing authority did not consider succession planning in the Institute by
having phased appointments.

In the circumstances implementation and policy making process for the Institute after
expiry of current board could not be confirmed.

6. Lack of Appointment Letters of Independent Board Members

Review of board documents revealed that five (5) members of the Board of Directors of
Kenya Forest Research Institute were appointed by the Cabinet Secretary for
Environment, Climate Change and Forestry through Kenya Gazette noticed dated
15 June, 2023. Although the board members were appointed through a Gazette Notice,
there were no evidence of appointment letters issued to them as required neither did they
signify their acceptance of the appointment in writing.

In the circumstances, proper corporate governance and policy guidance by the board
could not be confirmed.

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.

Responsibilities of Management and those Charged with Governance

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
Institute’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
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the Management is aware of the intention to terminate the Institute or to cease its
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 Institute’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
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 IFPP 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.

Report of the Auditor-General on Kenya Forestry Research Institute for the year ended 30 June, 2024

8



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.

FCPA Na . CBS
AUDITOR-GENERAL

Nairobi

27 December, 2024
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