REPUBLIC OF KENYA

F-FICE OF THE AUDITOR-GENERAL

Enhancing Accountability

REPORT

OF

THE AUDITOR-GENERAL

ON

KENYATTA INTERNATIONAL CONVENTION
CENTRE

FOR YEAR ENDED
30 JUNE, 2024






REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
Monrovia Street

/S : P.O Box 30084-00100
./ OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

Telephone: +254-(20) 3214000
Email: info@oagkenya.go.ke
Website;www.oagkenya.go.ke

REPORT OF THE AUDITOR-GENERAL ON KENYATTA INTERNATIONAL
CONVENTION CENTRE 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.

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 Kenyatta International
Convention Centre set out on pages 1to 41, which comprise of the statement of financial
position as at 30 June, 2024, and the statement of profit or loss and other comprehensive
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income, statement of changes in equity, the statement of cash flows and the 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 Kenyatta International Convention Centre 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 (IFRS) and comply with
Tourism Act, 2011 and the Public Finance Management Act, 2012,

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

The statement of financial position reflects property, plant and equipment amount of
Kshs.5,329,346,858 as disclosed in Note 18 to the financial statements. Included in the
amount is freehold land value of Kshs.2,296,000,000, which pertains to the parcel of land
where the Centre Tower block stands. However, the title deed for this property is not
registered in the Centre’'s name, despite its value being included in the financial
statements. Additionally, the freehold land valuation excludes two parcels of land; the
COMESA grounds, utilized by the Centre for parking and outdoor events, and land
commonly known as Garden Square which is currently leased to a restaurant. To date,
the Centre has not secured the title deeds for the three (3) parcels of land.

In the circumstances, the accuracy, completeness and ownership of the property, plant
and equipment balance of Kshs.2,296,000,000 could not be confirmed.

2. Unsupported Work in Progress

The statement of financial position reflects property, plant and equipment amount of
Kshs.5,329,346,858 as disclosed in Note 18 to the financial statements. Included in the
amount is capital work in progress amount of Kshs.1,394,359,108 out of which an amount
of Kshs.1,350,000,000 relates to disbursements to the Ministry of Defense for renovating
Kenyatta International Convention Centre. However, the payments were not supported
by interim or certificates for payments by engineers from the Ministry of Defense.

In the circumstances, the accuracy, propriety and completeness of the work in progress
of Kshs.1,394,359,108 could not be confirmed.

3. Long Outstanding Trade Receivables

The statement of financial position reflects trade and other receivables balance of
Kshs.1,779,615,563 as disclosed in Note 21 (a) to the financial statements. Review of an
ageing analysis revealed that trade receivables over three (3) years amount to
Kshs.129,543,164 or 7% while those between two (2) and three (3) years amount to
Kshs.58,917,390 or 3% respectively. The provision for bad and doubtful debt amount of
Kshs.55,039,657 appears inadequate for the long outstanding debts. Further, the Centre
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has no debt policy to deal with debt defaulters. In addition, Management has not provided
any recoverability strategy in place to recover the outstanding amounts.

In the circumstances, the completeness and recoverability of the long outstanding
receivables amounts of Kshs.188,460,556 could not be ascertained.

4. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.1,131,718,302 as disclosed in Note 26 to the financial statements. Review of the
payables ledger revealed that trade and other payables amounting to Kshs.76,567,900
remained unpaid for more than one year casting doubt on Management's commitments
in settling the payments. Further, no demand notes were provided for audit as evidence
of existence of the payables. In addition, provisions made by Management relating to
provision of courtyard renovation Phase 1, amount of Kshs.52 411,665, upgrade of
Enterprise Resource Process (ERP) system amount of Kshs.11,075,000, salary review
amount of Kshs.308,502,480 and legal contingencies amount of Kshs.67,909,486 all
totalling Kshs.439,898,631 were not supported by a credit policy or any other basis on
which the estimates were computed.

In the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.439,898,631could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Kenyatta International Convention Centre
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.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted and actual
receipts of Kshs.1,090,472,836 and Kshs.1,449,182,824 respectively resulting to a
budget surplus of Kshs.358,709,988. Similarly, the Centre spent an amount of
Kshs.838,711,377 against actual receipts amount of Kshs.1,449,182 824 resulting to
under-expenditure of Kshs.610,471,447 or 42% of the actual budget.

The under-expenditure 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.
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Other Matter
Unresolved Prior Year Issues

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements. However, Management had not resolved the issues as at
30 June, 2024 as required by the Public Sector Accounting Standards Board template
and The National Treasury's Circular.

Other Information

The Management is responsible for the other information set out on page iii to xxix which
comprise of Key Entity Information, The Board of Directors, Key Management Team,
Fiduciary Management, Fiduciary Oversight arrangements, Statement of Chairperson,
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, 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 Centre'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 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.

Basis for Conclusion
1. Meetings Held Outside the Official Premises without Approval

The statement of profit or loss and other comprehensive income reflects administrative
costs amount of Kshs.769,848,325 as disclosed in Note 14 to the financial statements.
Included in the amount is directors’ emoluments amount of Kshs.30,974,68. Review of
Board minutes revealed that the Centre held thirteen (13) Board meetings. However, nine
(9) meetings were held outside the office premises in contravention of the Mwongozo
Code of Regulations for state corporations.

In the circumstances, Management was in breach of the law.
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2. Failure to Meet the Requisite Number of Representation of Persons Living With
Disability in the Staff Establishment

Review of the Centre bio data and personal files revealed that the Centre has three (3)
employees under Persons Living with Disability (PWDs) category which translates to only
3% of entire employee population. This was contrary to the provision of Part B23(1,2) of
Public Service Human Resource Policy 2016 that requires at least five percent (5%) of all
appointments shall be for persons with disabilities.

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, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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 Financial Reporting Standards (IFRS) 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
Centre'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 terminate the Centre 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
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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.

Those charged with governance are responsible for overseeing the Centre'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 1SSAls 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.ocagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

Fcpmcss

AUDITOR-GENERAL

Nairobi
27 December, 2024
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