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REPORT OF THE AUDITOR-GENERAL ON THE KENYA NATIONAL EXAMINATIONS
COUNCIL 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 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 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

| have audited the accompanying financial statements of The Kenya National
Examinations Council set out on pages 1 to 66, which comprise the statement of financial
position as at 30 June, 2024 and the statement of financial performance, statement of
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changes in 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, the financial statements present fairly, in all material respects, the financial
position of The Kenya National Examinations Council 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
Kenya National Examinations Council (KNEC) Act, 2012 and the Public Finance
Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of The Kenya National Examinations Council
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

The Council's reported accumulated deficit stood at Kshs.1,747,178,510 as at 30 June,
2024 an improvement from the deficit of Kshs.2,787,441,968 in 2022/2023. However, the
statement of financial position reflects current liabilities and current assets balances of
Kshs.1,947 956,078 and Kshs.976,182,448 respectively, resulting to a negative working
capital of Kshs.971,773,630. The Council is therefore technically insolvent and its
continued operations as a going concern will depend on the continued support from the
Government, donors and creditors.

In the circumstances, Management is unable to meet its obligations as and when they fall
due.

My opinion is not modified in respect of this matter.
Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on lawfulness and Effectiveness in Use of Public Resources
and Report on Effectiveness of Internal Controls, Risk Management and Governance.
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However, Management had not resolved the issues or given any explanation for failure
to implement the recommendations as at 30 June, 2024,

Other Information

The Council is responsible for the Other Information set out on pages v to Ixxxiii which
comprise of Key Entity Information and Management, The Council of Directors,
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Statement of Performance Against Predetermined Objectives for FY 2023/2024,
Corporate Governance Statement Highlights, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of the Council and the Statement of
Council Members’ Responsibilities, The Other Information does not include the financial
statements and my audit report thereon.

In connection with my audit on the Council ’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.

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.

Basis for Conclusion

1. Long Outstanding Imprests

The statement of financial position reflects prepayments and receivable from exchange
transactions balance of Kshs.151,048,044 as disclosed in Note 24 to the financial
statements. Included in the balance is staff receivables-Imprests balance of
Kshs.34,152,655 which have been outstanding for periods exceeding ninety (90) days.
This was contrary to Regulation 92 (5) of the Public Finance Management (National
Government) Regulations, 2015 which states that ‘a holder of a temporary imprest shall
account or surrender the imprest within seven (7) working days after returning to duty
station. In addition, the schedule provided did not contain the details of warrant numbers.

Management has however not instituted measures to recover the long outstanding
imprests while in breach of the law.
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2. Long Outstanding Trade and Other Payables

The statement of financial position in reflects a balance of Kshs.520,507,480 in respect
of trade and other payables as disclosed in Note 31 to the financial statements. Included
in the balance are trade creditors totalling Kshs.19,388,351 which have been outstanding
for periods exceeding over 90(ninety) days. This was contrary to Section 53 (8) of the
Public Procurement and Asset Disposal Act, 2015 which states that ‘an Accounting
Officer shall not commence any procurement proceedings until satisfied that sufficient
funds to meet the obligations of the resulting contract (s) are reflected in approved budget
estimates’. Further, failure to settle bills during the year to which they relate adversely
affects the implementation of the subsequent year's budgeted programs as the
outstanding bills form a first charge to that year's budgetary provision.

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

3. Delayed Completion of the Mitihani House

As previously reported, the statement of financial position reflects property work in
progress balance of Kshs.3,668,673,467 as disclosed in Note 27 to the financial
statements. The Council has been constructing the New Mitihani House South C Nairobi
with ongoing works since 1986 (now thirty-eight (38) years). As at the time of the audit in
December, 2024, the project was still incomplete although the Council had done some
work through funds raised internally from savings of rent, to ensure usability of some
floors in Towers A and B. Further, all staff of the Council are now housed at South C,
from the previous five locations around Nairobi. In addition, the project had not received
funding for the project causing it to stall.

In the circumstances, the delays in the completion of the project, now going into four
decades, may lead to cost escalation due to inflationary pressures and the Government

may not get value for money spent on the project.

4. Negative Impact on Implementation of Government Policies on Dynamics or
Reformations in the Education Sector

Review of Section 45(1)(c) of the Technical and Vocational Education and Training Act,
2013 revealed material discrepancy in the directives issued through Circulars referenced
MOENTT/2/45 dated 26 July, 2023 and MOE/NTT/11/5 VOL.1V dated 5 October, 2023
respectively. Section 45(1) of the Technical and Vocational Education and Training Act,
2013 provides for issuance of certificates to candidates who satisfy national TVET
examination and competence assessment requirements. However, this is the mandate of
The Council as stipulated in Section 10(a) and 11(1)(c) of The KNEC Act, 2012 which
states that,’ the Council shall have, for the furtherance of its objects and purposes, the
following powers and duties — to conduct such academic, technical and other
examinations within Kenya as it may consider desirable in the public interest. The funds
of the Council shall be composed of—such fees or other charges paid to the Council by
candidates for examinations.

The above circulars were communicated to all principals that the assessment of exams
and certification of national polytechnics, institutes of science and technology and
technical and vocational colleges to be done by TVET Curriculum Development,
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Assessment and Certification Council. The contradiction means that The KNEC Act, 2012
will no longer manage and certify national examinations related to TVET.

The conflicting laws highlighted above may affect the going concern of the Council. In
addition, recreation of a credible assessment and certification platform for TVET may lead
to wastage of public resources through recruitment of new staff while laying off skilled
personnel. Further, the ongoing reforms in Technical Vocational Education and Training
(TVET) Sector and implementation of Competency Based Education and Training
Programmes and Competency Based Education and Training Model (CBET) may not
proceed smoothly as envisaged.

The audit was conducted in accordance with ISSAls 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

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, 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 Integrate Invoicing and Receipting Systems

The statement of financial performance reflects examination fees amount of
Kshs.3,079,981,425 as disclosed in Note 7 to the financial statements. The Council
utilized the Exam Processing System (EPS), which is an automated application, to handle
examination fee invoices. Examination of the processed invoices revealed absence of
invoice numbers while the system's invoices were not synchronized with the nominal roll
and various bank collection accounts, preventing the linkage of each payment to its
corresponding invoice and nominal roll. Further, once payments are made by institutions,
the Council manually retrieves bank slips for reconciliation, between actual collections in
the bank accounts and what has been invoiced by the system, an indication of weak
controls over the receipting process.

In the circumstances, the effectiveness of internal controls over processing examination
fees transactions could not be confirmed.
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2. Obsolete Inventories

The statement of financial position reflects inventories balance of Kshs.198,630,858 as
disclosed in Note 25 to the financial statements. However, scrutiny of the stock sheets
revealed obsolete inventories in respect of KCPE materials valued at Kshs.20,696,607.

In the circumstances, continued holding of obsolete stock could lead to avoidable stock
holding costs and over statement of inventories balance.

3. Understaffing of the Council

Review of the Council's staff establishment revealed seven hundred and twenty (720)
positions approved with in-post staff of four-hundred and ten (410) resulting to a staff
shortage of three hundred and ten (310). Understaffing in the departments affects the
Council's effective delivery on its mandate and the available staff may be overstretched.

In the circumstances, the Council may be hindered from achieving its objectives with the
existing staff shortages.

The audit was conducted in accordance with ISSAls 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
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 the Management and Board of Directors

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
Council '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.
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The Board of Directors are responsible for overseeing the Council '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 of 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.

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 %CBS

AUDITOR-GENERAL

Nairobi

27 December, 2024
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