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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA SCHOOL OF LAW 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, fransparent 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.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya School of Law set out on
pages 1 to 36, which comprise of the statement of financial position as at 30 June, 2024
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and the statement of financial performance, statement of 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, the financial position
of the Kenya School of Law 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 Public Finance Management
Act, 2012 and the Kenya School of Law Act, 2012.

Basis for Qualified Opinion
1. Variances Between the Assets Register and the Financial Statements Balance

The statement of financial position reflects a balance of Kshs.2,354,883,152 in respect of
property, plant and equipment as disclosed in Note 24 to the financial statements.
However, review of the assets register revealed variances with the amounts reflected in
the financial statements as tabulated below:

S. No. | Description Balance as per | Balance as
Assets per Note 24 | Variance
Register (Kshs.) (Kshs.)
(Kshs.)
1 Motor vehicles 30,066,000 9,487 453 20,578,547
2 Land 960,000,000 | 1,200,000,000 | (240,000,000)
3 Computers 37,319,857 0 37,319,857
& Furniture and Fittings 63,802,591 55,429,957 8,372,634
5 Buildings 500,200,000 | 534,600,165 | (34,400,165)
6 Office Equipment 4,408,129 13,493,149 9,085,020
7 Intangible assets
(software) 11,130,575 6,266,929 4,863,646
Plant and Machinery 30,144 555 Not included
8 note 24 30,144,555
Library books Not in the
9 register 0 -
10 Capital work in 100,000,000 | 541,872,428 | 441,872,428
progress
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Further, the net book values for computer equipment and library books in Note 24 to the
financial statements are indicated as nil balances, yet there were additions during the
year comprising computer equipment totalling Kshs.2,908,219 and library books of
Kshs.4,479,194.

In the circumstances, the accuracy and completeness of the property plant and
equipment balance of Kshs 2,354,883,152 could not be confirmed.

2. Unsupported Trade and Other Payables

The statement of financial position, as disclosed in Note 26 to the financial statements,
reflects trade and other payables balance of Kshs.201,061,714 which t includes an
amount of Kshs.181,605,833 which was not supported with, ageing analysis, ledgers,
statements, invoices or payment vouchers.

In the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.201,061,714 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya School of Law Management in
accordance with ISSAl 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.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on a comparable basis of Kshs.528,790,000 and Kshs.528,675,383
respectively, resulting to an under-funding of Kshs.114,617 or .02% of the budget.
Further, the School spent an amount of Kshs.616,253,637 against actual receipts of
Kshs.528,675,383, resulting in an over-expenditure of Kshs.87,578,254 or 17% of actual
receipts.

The over-expenditure and under-funding affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not maodified 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. Except for the matters described in
the Basis for Qualified Opinion section, | have determined that there are no key audit
matters o communicate in my report.
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Other Matter

Unresolved Prior Year matters

In the audit report of the previous year, several issues were raised under the report on
financial statements and report on Lawfulness and Effectiveness in Use of Public
Resources. However, Management had not resolved the issues or given any explanation
for failure to adhere to the provisions of the Public Sector Accounting Standards Board
template.

Other Information

The Management is responsible for the other information set out on page iv to xlv which
comprise of Key Entity Information and Management, Chairperson’s Statement, Report
of the Executive Officer, Statement of Performance Against Predetermined Objectives,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting, Report of the Directors and the Statement of Board's
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon. 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.

In connection with my audit of the School'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,
If | 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. Failure to Optimize Use of the Enterprise Resource Planning (ERP)

Note 25 to the financial statements reflects Kshs.24,526,754 in respect of the cost of
intangible assets. Included in this amount is Kshs.14,998 510 for the supply, delivery,
installation, configuration, testing and implementation of an Integrated Enterprises
Resource Planning (ERP) system, whose contract was signed on 27 June, 2018. As
outlined in the contract, the ERP system was expected to automate the School’s functions
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to enable integration of management of the core business processes in real-time.
Although the certificate of completion was signed on 11 May, 2020, a physical verification
of the ERP system revealed that the integrated financial and accounting management,
procurement, inventory and store modules had not been fully automated. The scope of
the contract was not fully operationalized, despite the
contractor receiving full payment for all the modules.

In the circumstances, the School has not achieved the intended objectives of automation
and value for money realized from the expenditure of 14,998,510 could not be confirmed.

2. Presentation and Disclosure of the Financial Statements

The statement of financial performance in the revised financial statements submitted on
20 December 2024 was not signed by any of the three signatories of the School. Further,
The status of implementation of the auditor's recommendations on page 29 of the
financial statements on the was not signed by the Accounting Officer.

In the circumstances, the financial statements presented for audit do not conform to the
format prescribed by the Public Sector Accounting Standards Board.

3. Non-Compliance with the One Third of the Basic Salary Rule

Review of the payroll for June 2024, revealed that twenty-four employees earned net
salaries of less than one-third of their respective basic salary, contrary to Section 19 (3)
of the Employment Act, 2007. The law requires that the total amount of all deductions
which may be made by an employer from the wages of employees at any one time shall
not exceed two-thirds of such wages.

In the circumstances, Management was in breach of the law and this may expose the
staff to pecuniary embarrassment.

4. Non-Conformity to the Staff Establishment

The statement of financial performance and as disclosed in Note 11 to the financial
statement reflects employees’ costs of Kshs. 266,921,882. Review of the staff
establishment revealed that the School has one hundred and ninety-two (192) approved
positions against one hundred and thirty (130) staff in post, resulting in an overall deficit
of sixty two (62) employees. The staff shortage, if not addressed, may adversely affect
the operations of the institution and service delivery to the public. Further, the School had
over-staffing in four (4) positions. This was contrary to Paragraph 2.1.4 of the School's
Human Resource Policies and Procedures Manual, 2018 which states that all
appointments shall be made with the approval of the Board and shall be within the
approved establishment.

In the circumstances, Management was in breach of the School's Human Resource
Policies and Procedures Manual.
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5. Delayed Construction of Ultra-Modern Library and Moot Courts

Records indicate that the School entered into a contract for the construction of an Ultra-
modern Library and Moot courts at a cost of Kshs.488,704,449. The contract commenced
on 24 June 2013 with a contract period of three (3) years, to 30 June, 2016. However,
review of the progress report of the construction revealed that payments amounting to
Kshs.371,915,532 had been paid to the contractor as at 30 June 2024, for works certified,
representing 96 % completion, about eight (8) years after the expected completion date.
The delayed completion was not explained.

In the circumstances, the School may not achieve value for money on the amount of
Kshs.371,915,532 spent on the project.

6. Non-Remittance of Value Added Tax

The statement of financial position reflects unpaid Value Added Tax (VAT) balance of
Kshs.28,748,949 as disclosed in Note 27 to the financial statements which was not
remitted to the Kenya Revenue Authority contrary to Section 19(1) and (2) of the Value
Added Tax Act, Revised Edition 2023 which requires VAT to be paid not later than the
twentieth day after the end of that period. Further, a schedule supporting the balances
was not provided for review.

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.

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
Incomplete Assets Register
The statement of financial position reflects a balance of 2,354,883,152 relating to property

plant and equipment as disclosed in Note 24 to the Financial Statement. However, the
asset registers lacked information on the depreciation charge for the year and the

Report of the Auditor-General on Kenya School of Law for the year ended 30 June, 2024
6



accumulated depreciation for each of the assets, contrary to the requirement of National
Treasury's Asset and Liability Reporting templates issued in June, 2020 (Revised 2024).

In the circumstances, the existence of effective internal controls over assets 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 the Management and the Board

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 control 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 overall governance.

In preparing the financial statements, Management is responsible for assessing the
School's ability to continue as a going concerns, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to terminate the School or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit
Act, 2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board is responsible for overseeing the School'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
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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.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FGPE’:\%&\CBS

AUDITOR-GENERAL

Nairobi

23 December, 2024
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