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REPORT OF THE AUDITOR-GENERAL ON NATIONAL COMMISSION FOR
SCIENCE, TECHNOLOGY AND INNOVATION 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

| have audited the accompanying financial statements of National Commission for
Science, Technology and Innovation set out on pages 1 to 48, which comprise the
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statement of financial position as at 30 June, 2024 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, in all material
respects, the financial position of National Commission for Science, Technology and
Innovation 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. Netting of Overdrawn Cashbook Balances

The statement of financial position reflects bank balance of Kshs.1,695,486 as disclosed
in Note 20 to the financial statements. The balance is net of overdrawn cash book balance
of Kshs.10,509,111, contrary to Paragraph 48 of International Public Sector Accounting
Standards (IPSAS) 1 which provides that assets and liabilities shall not be offset unless
required or permitted by an IPSAS.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.1,695,486 could not be confirmed.

2. Misstatement of Property, Plant and Equipment Balance

The statement of financial position reflects property, plant and equipment balance of
Kshs.1,469,627,914 as disclosed in Note 24 to the financial statements. As previously
reported, included in this balance is work in progress balance of Kshs.1,341,252,770
relating to certified works on the building which has not been capitalized. The project
supervisor, the State Department for Public Works issued the Commission with a
certificate of substantial completion allowing it to move into the building in May, 2017 and
to partially release 50% of the retention money. Management explained the delay in
capitalization was due to disputed claims by the contractor relating to additional claims
on account of penalties and interest on delayed payments. However, no depreciation is
being charged despite the building being put into use.

In addition, review of the project status report dated 19 January, 2020, indicated that total
certified works amounted to Kshs.1,297,971,643, therefore exceeding the contract sum
by Kshs.306,980,653 or 31%. Management has attributed the excess amount fo
variations due to cost fluctuations above the Bills of Quantity provisions, interest on
delayed payment and contractual claims already provided in Clause 23.3 of Conditions
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of Contract and penalties due to contractual breaches on the part of the
Commission. Review of the current status revealed that the main contractor presented
claims for penalties, interest and contractual sums amounting to Kshs.362,000,000 which
was however at variance with the State Department for Public Work’s computed amount
of Kshs.154,961,000. Further, the pending bills committee appointed by the Principal
Secretary, State Department for University Education and Research has not finalized
negotiations with the contractor to waive their claims for interest on delayed payments.
The main contractor has declared a dispute on the claims and the Commission is waiting
for the outcome of the legal process.

In the circumstances, the accuracy, valuation and completeness of property, plant and
equipment balance of Kshs. Kshs.1,469,627,914 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the National Commission for Science,
Technology and Innovation 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.

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 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 Effectiveness of Internal Controls, Risk Management
and Governance. 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 Management is responsible for the Other Information set out on pages iv to Ixviii
which comprise of Key Entity Information and Management, The Board of Directors,
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Statement of Performance Against Predetermined Objectives for the FY 2023/2024,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting and the Statement of Directors and Statement of Directors
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.
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In connection with my audit on the Commission’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. Un-Surrendered Excess Appropriation-In-Aid

The statement of comparison of budget and actual amounts reflects internally generated
revenue final budget and actual on a comparable basis of Kshs.90,000,000 and
Kshs.101,153,962 respectively, resulting to excess Appropriation-In-Aid (AlA) amounting
to Kshs.11,153,962 or 12% of the revenue budget. However, the excess AlA was not
surrendered to the National Exchequer, contrary to Regulation 84 of the Public Finance
Management (National Government) Regulations, 2015.

In the circumstances, Management was in breach of the law.
2. Irregularities in Management of Petty Cash

Examination of the petty cash book revealed that payments totalling Kshs.11,389,662
were made beyond the set limit of Kshs.15,000 from the petty cash. Further, it was noted
that the petty cashbook was used to make provisions for expenditure, therefore exceeding
the set float balance of Kshs.300,000. This was contrary to Section 9.2 of the
Commission’s Finance Manual, of 2019 on petty cash procedures which states that
‘expenditure for small recurring items may be paid from petty cash whose float is set at
Kshs.300,000. Further, cash payments shall be limited to Kshs.15,000 and any amount
in excess shall be transferred through the bank or paid by cheque unless prior written
authority has been granted'.

In the circumstances, Management was in breach law.

The audit was conducted in accordance with ISSAIls 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
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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 Maintain an Updated Fixed Assets Register

The statement of financial position and as disclosed in Note 24 to the financial
statements reflects property, plant and equipment balance of Kshs.1,469,627,914.
However, the fixed assets register did not reflect detailed opening balances in the
respective asset classes. Further, the Finance Manual, 2019 does not give guidance on
the capitalization threshold for assets acquired and amortization rates for intangible

assets.

In the absence of a comprehensive assets register, identification, accountability and
monitoring of the Commission’s assets could not be confirmed.

2. Internal Control Weaknesses

2.1 Understaffing of Internal Audit Department

Review of the Commissions' staffing levels in the internal audit department revealed that
the department has only two (2) staff against the current staff establishment of four (4).

The deficiency may affected the department's capacity to undertake its mandate
effectively.

2.2 Failure to Conduct Formal Risk Assessment

Review of the Commission's internal control and risk management environment revealed
that the Commission has in place a risk management policy. However, a risk assessment
for the year under review was not performed, an indication of weak internal controls on
detection and correction of possible misstatements in the financial statements and areas

of non-compliance.
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In the circumstances, risk assessment to identify emerging risks, risk management
strategy, which includes risk mitigation plan could not be confirmed.

3. Irregularities in Board Expenses

The statement of financial performance reflects Board expenses of Kshs.18,638,445 as
disclosed in Note 17 to the financial statements. Review of the expenditure and related
documents revealed the following anomalies;

) Board expenses expenditure exceeded its budgeted amount of Kshs.18,000,000
by Kshs.638,445 leading to an unauthorized expenditure of the excess.

)] As previously reported, the Board Chairperson had not been appointed as at the
time of audit. The Board therefore operated without a Chairperson during the year
under review.

iii) The Board composition did not meet the 1/3 rule on gender balance since out of
the total of nine (9) board members only two (2) were of female gender.

In the circumstances, the Commission's oversight role might be impaired for lack of a
Board Chairman and the Board's failure to comply with its almanac.

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
Commission’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
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comply 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 Commission'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.

Fcpmﬂk& CBS

AUDITOR-GENERAL

Nairobi

20 December, 2024
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