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REPORT OF THE AUDITOR-GENERAL ON KIBO SEED COMPANY LIMITED 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.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

I have audited the accompanying financial statements of Kibo Seed Company Limited set
out on pages 1 to 32, which comprise of the statement of financial position as at
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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 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 Kibo Seeds Company Limited 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,
Tanzania Companies Act, 2002 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Unconfirmed Balance Due from Related Parties

The statement of financial position reflects an amount due from related parties of
TZ25.7,959,761 (equivalent to Kshs.391,335) which as disclosed in Note 18(a) to the
financial statements relates to amount due from Simlaw Seeds Company (Kenya) Limited
as at 30 June, 2024. However, the financial statements of Simlaw Seeds Company
Limited did not disclose this balance.

In the circumstances, the accuracy and completeness of the balance of TZS.7,959,761
due from related parties could not be confirmed.

2. Unconfirmed Balance Due to Related Parties

The statement of financial position shows an amount due to related parties of
TZ25.11,662 617,139 which as disclosed in Note 18(b) to the financial statements includes
a balance of TZS5.1,147,469,063 (equivalent to Kshs.56,414,408) and
TZ25.10,515,148,076 (equivalent to Kshs.516,968,932) due to Simlaw Seeds Company
Limited and Kenya Seed Company Limited respectively as at 30 June, 2024. However,
the financial statements of Simlaw Seed Company Limited reflect Kshs.57,825,000
(equivalent to TZS.1,176,160,500) resulting into unexplained variance of TZS.28,691,437
(equivalent to Kshs.1,410,592).

Similarly, the financial statements of Kenya Seed Company Limited reflect
Kshs.517,742,000 (equivalent to TZS.10,530,872,280) resulting into unexplained
variance of TZS.15,724,204 (equivalent to Kshs.773,068).

In the circumstances, the accuracy and completeness of the balance of
TZ5.11,662,617,139 due to related parties could not be confirmed.

3. Long Outstanding Trade and Other Payables

The statement of financial position as at 30 June, 2024 reflects trade and other payables
amount of TZS.1,740,571,126 which includes trade payables of TZS.1,543,391,755 as
disclosed in Note 17 to the financial statements.
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The amount of TZS.1,543,391,755 includes TZS.314,823,547 owed to a supplier of
seeds. However, the amount has been outstanding since 2018. No explanation has been
provided for failure to prioritize the repayment of the debt.

In the circumstances, the Company may be exposed to risk of loss of funds through
interest and penalties arising from litigation instituted by creditors.

4. Unsupported Interest Charged on Cash Advance to Contracted Farmers

The statement of profit or loss and other comprehensive income reflects other income
amount of TZ5.32,031,474 which as disclosed in Note 3 to the financial statements
includes TZ5.9,627,600 relates to interest income on cash advance to customers. It was
observed that the entity charges a rate of interest of 1 percent (1%) on cash advance to
farmers. However, the policy guiding the charging of interest was not provided for audit.

In the circumstances, the accuracy and completeness of interest income amount of
TZS.9,627,600 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Kibo Seed Company Limited Management
in accordance with ISSAl 130 on the Code of Ethics. | have fulfiled 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

1. Material Uncertainty Related to the Going Concern

The statement of financial position reflects total current assets balance of
TZS.8,025,664,182 and total current liabilities balance of TZS.13,403,188,265 thus
resulting in a current ratio of 1.7. This is an indication that the Company is technically
insolvent and is likely to face financial difficulties as it may be unable to meet its short-
term financial obligations through its current assets. Best practice recommends that a
good current ratio should be greater than 1 with the ideal ratio being 2:1.

In the circumstances, the Company may not be able to meet its current obligations as
and when they fall due and its continued operations as a going concern is dependent on
the support of the parent company and creditors.

2. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of TZS.14,882,654,408 and TZS.10,140,324,562
respectively resulting to an under-collection of TZS. 4,742,329,846 or 32% of the budget.
Similarly, the Company spent TZS.3,889,397,915 against a budgeted expenditure of
TZ25.4,997,359,411 resulting to an under-utilization of TZ5.1,107,961,496 or 22% of the
budget.
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The under-collection of the targeted revenue may have affected the implementation of
planned activities and may have impacted negatively on the profitability and overall
performance of the Company.

3. Long Outstanding Trade Receivables

The statement of financial position as at 30 June, 2024 reflects trade and other
receivables amount of TZS.2,360,861,482 which include trade receivables amount of
TZS.2,328,904,748, pre-payments amount of TZS.28,531,600, other receivables amount
of TZS.3,425,134 and provision for bad debts amount of TZ5.569,311,427 as disclosed
in Note 12 to the financial statements. However, review of the ageing analysis revealed
that TZS.1,336,526,036 of trade receivables has been long-outstanding and no
explanation has been provided for non-recovery.

In the circumstances, the recoverability of the long outstanding receivables could not be
confirmed.

My report is not modified in respect of these matters.

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 other key
audit matters to communicate in my report.

Other Information

The Management is responsible for the other information set out on page v to liv which
comprise of Key company Information, Corporate Information, The Board of Directors,
Management Team, Chairman’'s Report, General Manager's Report, Statement of
Corporate Governance, 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.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

The statement of profit or loss and other comprehensive income reflects administration
expenses of TZS.2,170,789,324 which as disclosed in Note 5 to the financial statements
reflects legal and professional fees of TZS.99,125,583 which includes legal expenses of
TZ5.14,904,000 paid to a legal firm which acts as Company Secretary. However, the
expenditure was not supported with procurement documents showing how the firm was
identified or competitively outsourced. In addition, no appointment letter or contract
agreement was provided for audit defining terms of engagement contrary to Part | of the
Tanzania Companies Act, 2002 on Regulations for Management of a Public Company
Limited by Shares under Regulation 100 which states “The secretary shall be appointed
by the directors for such term, at such remuneration and upon such conditions as they
may think fit; and any secretary so appointed may be removed by them”. Further, user
requisitions from the Accounting Officer specifying the case and the itemized instructions
on the services required, and certificates of costs on which the legal fee notes were based
as per relevant advocates remuneration order and copies of judgements summaries
where applicable were also not provided for audit.

In the circumstances, the authenticity and regularity of the legal and professional fees
expenditure amounting to TZS.14,904,000 could not be confirmed.

2. Unsupported Procurement of Packaging Materials

The statement of profit or loss and other comprehensive income reflects cost of sales
amount of TZS.5,001,125,145 which includes opening inventories amount of
TZS.3,863,266,058, purchases amount of TZS.5,810,260,255 and closing stock amount
of TZ5.4,672,401,167 as disclosed in Note 2 to the financial statements. The purchases
amount includes packaging materials totalling TZS.507,314,931 supplied by various firms
that were not supported with procurement documents including tender or quotations,
minutes of opening and evaluation committees and letters of award.

In the circumstances, the regularity of the procurement procedures could not be
confirmed.
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3. Irregular Procurement on Motor Vehicles Fuel and Lubricant Expenses

The statement of profit or loss and other comprehensive income reflects operating costs
amount of TZS5.664,198,990 as disclosed in Note 6 to the financial statements which
includes an amount of TZS.114,986,059 on motor vehicle fuel expenses. However, the
following anomalies were noted;

(i) The suppliers were single sourced but there was no evidence that the goods, works
or services were available only from a particular supplier and no reasonable
alternative or substitute exists.

(i) There was no evidence that the accounting officer issued a written justification for
single-source selection in the context of the overall interests of the procuring entity.

(iil) There was no advertisement for the intention to single source.

(iv) Fuel register and original work tickets have not been provided to support fuel
expenses

(v) Contract agreement between the Company and the suppliers was not provided for
audit

In the circumstances, the regularity of the expenditure on motor vehicle fuel could not be
confirmed.

4. Irregularities in Procurement on Repairs of Motor Vehicles

The statement of profit or loss and other comprehensive income reflects operating costs
of TZS. 664,198,990 which as disclosed in Note 6 to the financial statements includes
TZS5.109,652,174 for motor vehicle repairs out of which TZ25.95,848,777 related to the
tenders for the provision for repair of motor vehicles that was awarded to eight (8) firms.
However, the following anomalies were noted;

(i) The firms were awarded the tenders without floating quotations.

(i) There was no tender opening and evaluation minutes, professional opinion, letter of
notification of award and contract agreement.

(iii) There was no pre and post repair inspection certificate.

(iv) Motor vehicle repair logbook and original work tickets have not been provided.

In the circumstances, the regularity of the expenditure on motor vehicle repairs could not
be confirmed.

5. Irregularities in Procurement of Insurance Services

The tender for the provision of insurance service for motor vehicle and general insurance
was tendered through Quotation No. KSCL/RFQ/G1S/2023-2025 floated on 8 May, 2023.
Quotations were sent to three (3) firms but only one responded, therefore the quotation
was non responsive and Management should have re-advertised. However, the
evaluation committee went ahead and awarded the tender at a contract price of
TZ25.44,701,599,000. In addition, at the preliminary evaluation stage, a valid tax clearance
certificate was mandatory requirement but was not provided by the firm hence it should
have been disqualified. Further, procurement of insurance service was not supported with
valuation report and the insurance policy document for private motor vehicles and motor
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cycles have not been provided for verification and the insurance policy for commercial
motor vehicles submitted did not indicate the vehicles insured.

In the circumstances, the regularity of the expenditure on motor vehicle insurance could
not be confirmed.

6. Lack of Approved Price Guidelines

The statement of profit or loss and other comprehensive income reflects sales revenue
amount of TZS.10,140,324,562 and as disclosed under Note 1 to the financial statements.
However, the price list used was not approved by the Board and the Accounting Officer
but was instead prepared by the staff in Finance Department and not based on verifiable
price survey.

In the circumstances, there is possibility of using rates which are not commercially viable.

7. Failure to Hold Annual General Meetings

The statement of corporate governance indicates that the board held two Board meetings
during the year under review. However, review of the underlying documentation and
information indicated that the company did not convene any Annual General Meeting as
required under Paragraph 47 of the Company’'s Memorandum and Articles of Association.
This was also contrary to Paragraph 47 of the Companies Ordinance (Cap 212),
Company Limited by Shares - Memorandum and Article of Association of Kibo Seed
Company 2002 which provides that the Company shall in each year hold a general
meeting as its Annual General Meeting in addition to any other meetings in that year, and
shall specify the meeting as such in notices calling it; and not more than fifteen months
shall elapse between the date of one Annual General Meeting of the company and that
of the next.

In addition, due to failure to hold an Annual General Meeting, the Company did not
implement rotation of directors as required under Paragraph 89 of the Company’s
Memorandum and Articles of Association.

Under 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 THE EFFECTIVENESS OF |INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, except for the effect of the matters described in the Basis for
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Conclusion on the 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 Fixed Assets Register

The statement of financial position and as disclosed in Note 9 to the financial statements
reflects property, plant and equipment valued at TZS.1,526,520,550. However, review of
the fixed assets register revealed missing details such as code or tag numbers, assets
reference, serial numbers and land reference numbers.

Further, the ownership documents for land where the Company's premises are built were
not provided for audit.

In the circumstances, the ownership of the land and adequate controls and security of the
company assets could not be confirmed.

Irregularities in the Composition and Operations of Board of Directors

The report on the Board of Directors in page vii of the annual report and financial
statements reflects the Board of Directors who served the entity during the year. However,
review of the underlying documentation and information revealed that two (2) directors
served as non-executive directors of the company during the year ended 30 June, 2024
with effect from the month of June, 2024 but there was no evidence of their appointment
through resolutions of the Company General meeting as provided under paragraph 93 of
the Company's Memorandum and Articles of Association of 2002 and the report did not
disclose the details of their predecessors who served during the year. In addition,
Company directors were also serving as members of the board of directors of Kenya Seed
Company Limited (Parent Company) through Gazette Notice No. 9559 of July 13, 2023
exposing the directors to the risk of self-oversight and double earning from directors’
allowances. Further, the Management did not provide the appointment documentation for
one of the directors for audit.

Under the circumstances, it was not possible to confirm whether the directors met the
eligibility criteria for appointment as directors of the company.

3. Failure to Transfer Ordinary Shares Held in Trust

The report on the Board of Directors in page vii and Company shareholding paragraph
under the statement of corporate governance reflects the distribution of shareholding of
the company of 99.98%, 0.01% and 0.01% for Kenya Seed company, former finance
manager and former managing Director respectively as at 30 June, 2024. The Ordinary
shares of 0.01% and 0.01% held by former Finance manager and former Managing
Director were held on trust in their capacities as Finance Manager and Managing Director
of Kenya Seed Company, being the parent company.

However, information available in the Tanzania Business Registrations and Licensing
Agencies (BRELA) indicates that the Ordinary shares of 0.01% and 0.01% held by former
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Finance Manager and former Managing Director on trust as the Finance Manager and
Managing Director of Kenya Seed Company were not transferred to the subsequent office
holders.

In the circumstances, there could be weak checks and balances in the handing over and
taking over procedures that could result in loss of government control over the Company
through unauthorized shareholding and transfer.

4. Irregular Change of Value of Ordinary Share Capital

Note 15 to the financial statement reflects Authorized Share Capital of TZS.5,000,000,000
being 10,000 Ordinary Shares each 500,000 as at 30 June, 2024, However, review of the
underlying documentation and information revealed that the company directors in an
Extraordinary General Meeting held on 2 October, 2017 resolved to increase the
company's share capital from TZS$.10,000,000 to TZS.5,000,000,000. However,
Management did not provide evidence of approval of the same by the Kenya Seed
Company Ltd, being the parent company. Further, Management did not explain how the
nominal share capital value increased from TZS.1,000 to Tzs.500,000. This is contrary to
Paragraph 2 of the Companies Ordinance (Cap 212) Company Limited by Shares -
Memorandum and Article of Association of Kibo Seed Company 2002 which provides that
at the time of adoption of these Articles the capital of the Company is Tanzania Shillings
10,000,000 divided into 10,000 shares of TZS1,000 each.

In the circumstances, the management was in breach of the law and procedures on
shares capital.

5. Failure to Hold Requisite Number of Board Meetings

The Company's Board of Directors held only two (2) board meeting against the required
minimum of four (4) contrary to Section 8(1) of the State Corporations Act, 2012 which
states that the board shall hold not less than four meetings in a year, and not more than
three months shall lapse from the date of one meeting and the date of the next meeting.

In the circumstance, the Board was in breach of the law and effectiveness of the
governance function of the Company could not be confirmed.

5. lIrregular Recruitment of Staff

During the year, the company recruited four staff members through a recruitment agency
and the new General Manager was redeployed by Kenya Seed Company Limited.
Scrutiny of the of Human Resource Policies and Procedures Manual for Kibo Seed
Company Limited, 2022, redeployment letters and personal files revealed the following:

(i) The company does not have a Human Resource Plan.

(i) The General Manager appointed six (6) members to the (HRMAC) through
memorandum Ref: KSC/GM/HRMA/6/2022-2 dated 14 June, 2022. However, as at 1
July, 2023, it had only four (members) which is less than the minimum number of five
(5) forming the quorum. Therefore, the company did not have a Human Resource
Management Advisory Committee (HRMAC) in place and there is no evidence the
committee was involved in the recruitment process.
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(iii) The General Manager was redeployed by the parent company to the company.
However, the Human Resource Policies and Procedures Manual for Kibo Seed
Company Limited, 2022, states that senior posts, Job Grade KBSC 2 to KBSC 3 will
be advertised externally in an open, competitive, fair and merit-based process.

(iv) There is no evidence that the vacancies of the four (4) staff were advertised.

(v) The recruitment of the staff was done by a recruitment agency; however, the
recruitment is not specialized in nature as required by policy manual.

In the circumstances, the Management was in breach of recruitment procedures as set in
the law and the Human Resource Manual.

/. Inadequate Qualifications for Key Staff

Scrutiny of the personal files of the Key Management, revealed that holders of the position
of General Manager did not have evidence of a Masters Degree Qualification while Senior
Accounts Officer (Acting Principal Human Resource Officer), Acting Procurement Officer
and Quality Assurance Officers positions did not have Bachelor Degree which is a
requirement for the respective positions.

In the circumstances, it was not possible to confirm whether the officers hold requisite
qualifications for the posts held as per scheme of service.

5. Lack of Internal Audit

The Company does not have an internal audit function for reviewing the governance
mechanisms and operations for transparency and accountability with regard to its
finances and assets. This is contrary to Regulation 160(1) of the Public Finance
Management (National Government) Regulations, 2015 which provides that internal
auditors shall - (a) review and evaluate budgetary performance, financial management,
transparency and accountability mechanisms and processes in national government
entities, including Parliament and Judiciary; (b) have a duty to give reasonable assurance
through the audit committee on the state of risk management, control and governance
within the organization; and (c) review the effectiveness of the financial and non-financial
performance management systems of the entities.

In the circumstances, the effectiveness of internal controls could not be confirmed.

9.  Lack of Risk Management Policy, Business Continuity Plan (BCP) and
Disaster Recovery Plan (DRP)

The Company did not have a Risk Management Policy, Business Continuity Plan (BCP)
and Disaster Recovery Plan (DRP) in place contrary to Section 165(1) of the Public
Finance Management (National Government) Regulations, 2015 which requires each
National Government entity to develop risk management strategies and a system of risk
management.

In the circumstances, the company was in breach of law and there was no assurance
over risk management.
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The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (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.

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 page xi is consistent with the financial
statements; and

iii. The auditable part of the Directors' remuneration report on pages xvii has been
properly prepared in accordance with the Companies Act, 2015.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the 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 the
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 are
in compliance 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
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Report of the Auditor-General on Kibo Seed Company Limited for the year ended 30 June, 2024
11



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.

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.

=N
FCPA Nan un CBS

AUDITOR-GENERAL

Nairobi

24 December, 2024
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