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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON NATIONAL INDUSTRIAL TRAINING
AUTHORITY 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 Industrial Training
Authority set out on pages 1 to 33, which comprise the statement of financial position as
at 30 June, 2024 and the statement of financial performance, statement of changes in
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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 Industrial Training Authority 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 Industrial Training Act, 2022 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Unconfirmed Training Levy

The statement of financial performance and as disclosed in Note 6 to the financial
statements reflects training levy revenue of Kshs.1,287,778,796. However, the annual
report from Kenya Revenue Authority (KRA) in support of the amount on the collections
made was not provided for audit review. This contrary to Paragraph 4.2.1(c ) of the
Service Level Agreement between the KRA and the Authority which states that annual
report on the training levy collected shall be submitted not later than the 25 day of July of
the following financial year.

In this circumstance, the accuracy and completeness of training levy amount of
Kshs.1,287,778,796 could not be confirmed.

2. Land Without Ownership Documents

The statement of financial position and as disclosed in Note 21 and 23 to the financial
statements reflects property, plant and equipment balance of Kshs.9,186,592,400.
Included in the balance is land value of Kshs.6,608,300,000. However, as previously
reported title deeds for the parcels of land have not been acquired. Further, land in
Mombasa measuring 12.91 hectares valued at Kshs.1,260,000,000 belonging to the
Authority was irregularly allocated to a private developer in exchange of another parcel
of land measuring 6.2 hectares. However, the matter has is disclosed in the financial
statements and no effort has been made to reclaim the irregularly allocated land.

In the circumstances, the accuracy, ownership and fair presentation of land balance of
Kshs.6,608,300,000 could not be confirmed.

3. Failure to Revalue Fully Depreciated Motor Vehicles and Lack of Ownership
Documents

The property, plant and equipment balance of Kshs.9,186,592,400 is net of fully
depreciated sixteen (16) motor vehicle with historical cost of Kshs.98,585,575. The motor
vehicles although fully depreciated are still in use and benefits continue to accrue to the
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Authority. However, Management has not revalued the motor vehicles to obtain the fair
value contrary to Paragraph 44 of IPSAS 17 which states that after recognition as an
asset, an item of property, plant and equipment whose fair value can be measured reliably
shall be carried at a revalued amount, being its fair value at the date of the revaluation
less any subsequent accumulated depreciation and subsequent accumulated impairment
losses.

Further, four (4) motor vehicles lack ownership documents while another twelve (12) have
ownership documents in names other than the Authority as they are yet to be transferred.

In the circumstances, the accuracy, rightful ownership and fair presentation of property,
plant and equipment balance of Kshs.9,183,299,172 could not be confirmed.

4. Disclosures on Deposits Held in Collapsed Banks

Note 25(a) to the financial statements discloses deposits and corresponding provision for
deposits held in collapsed collapsed banks amounting to Kshs.129,466,000. However,
the disclosure has been made separately from cash and cash equivalents contrary to the
requirement of IPSAS accrual reporting framework.

In the circumstances, the disclosures on deposits held in collapsed banks is inaccurate
and not IPSAS accrual reporting compliant.

5. Long Outstanding Receivables from Exchange Transactions

The statement of financial position and as disclosed in Note 18 to the financial statements
reflects receivable from exchange transaction balance of Kshs.243,547,961 which
includes bounced cheques worth Kshs.18,758,885. The receivables that have been
outstanding since the year 2015. However, no effort has been made to recover the same
contrary to Regulation 64(1) (a) and (b) of Public Finance Management (National
Government) Regulation, 2015 which states that an accounting officer and a receiver of
revenue are personally responsible for ensuring that adequate safeguards exist and are
applied for the prompt collection and proper accounting for, all national government
revenue and other public moneys relating to their Ministries, departments or agencies
and adequate measures, including legal action where appropriate, are taken to obtain
payment.

In the circumstances, the accuracy of recoverability of the long outstanding receivables
from exchange transactions of Kshs.18,758,885 could not be confirmed while
Management was in breach of the law.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the National Industrial Training Authority
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.
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Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.3,141,360,851 and Kshs.2,382,979,738
respectively resulting in revenue shortfall of Kshs.758,381,113 or 24% of the budget.

The revenue shortfall affected the planned activities and may have impacted negatively
on service delivery to the public.

2. Long Outstanding Trade and other Payables from Exchange Transactions

The statement of financial position and as disclosed in Note 24 to the financial statements
reflects trade and other payables balance of Kshs.880,318,468 out of which payables of
Kshs.334,831,885 have been outstanding for more two years. Management has not
rendered explanations for failure to settle the bills. This was contrary to Regulation 42(1)
of the Public Finance Management (National Government) Regulations, 2015, which
states that debt service payments shall be a first charge and the Accounting Officer shall
ensure this is done to the extent possible that the entity does not default on debt

Failure to settle bills during the year to which they relate to adversely affects the budgetary
provisions for the subsequent year as they form a first charge.

My opinion 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 Matter

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. However, the Management has not resolved these issues as at 30 June,
2024.

Other Information

The Directors are responsible for the Other Information set out on page iii to xxxv which
comprise of Key Entity Information and Management, The Board of Directors,
Management Team, Chairman's Statement, Report of the Director General, Statement of
Performance Against Predetermined Objectives for the FY 2023/2024, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting, Report of the Directors and the Statement of Directors'
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Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Authority’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. Based on the audit procedures performed, | confirm that Other Information
is not materially inconsistent with the financial statements.

Missed Performance Targets

Review of the statement of performance against pre-determined objectives revealed that
the Authority target for appropriation in aid was Kshs.731,800,000 but collected
Kshs.637,331,119 resulting in under collection of Kshs.94,468,881 or 12%.

In the circumstances, Management did not achieve the pre-determined performance
objectives.

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.

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. Unapproved Budget

The statement of comparison of budget and actual amounts for the year ended 30 June
2024 reflects final revenue budget of Kshs.3,141,360,851 and total expenditure final
budget of Kshs.3,158,287,648 which includes total recurrent expenditure budget of
Kshs.2,505,784,379 and capital expenditure budget of Kshs.652,503,269. However,
budget approval by Cabinet Secretary, State Department of Labour and Skills
Development for the 2023/2024 financial year was not provided contrary to Chapter 3.2.6
of Authority's Finance Manual which states that the approved budget shall then be
submitted to the Treasury through the relevant Ministry not later than the end of January
of the period preceding that to which the budget relates. Further, the Board minutes dated
20 July, 2023 provided were signed by one person out of three who are supposed to sign.

Report of the Auditor-General on National Industrial Training Authority for the year ended 30 June, 2024
5



In addition, the total final revenue budget of Kshs.3,141,360,851 differs with total
expenditure final budget of Kshs.3,158,287,648 contrary to Regulation 33 (c ) of Public
Finance Management (National Government) Regulations, 2015 which states that unless
provided otherwise in the Act, these Regulations or any other guidelines developed in
furtherance of the Act or these Regulations, the following guidelines shall be observed at
all times during budget formulation and approved budget shall be balanced.

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

2. Board Expenses Exceeding the Set Ceilings

The statement of financial performance and as disclosed in Note 13 to the financial
statements reflects remuneration of directors of Kshs.31,642,405 which exceeds the
Kshs.30,000,000 board expenses budget cap by Kshs.1,642,406 contrary to Office of the
President circular Ref: OP/CAB.9/ 1A dated 11 March, 2020 which states that in
furtherance of the budget rationalization exercise undertaken by the National Treasury
early this year, it has been decided that board expenses for a financial year shall be
capped at Kshs.30 million or 5% of the operations and maintenance budget of the State
Corporation, whichever is less. Any amount exceeding budgets shall require approval of
the Cabinet Secretary for the National Treasury.

In the circumstances, Management was in breach of law.

3. Failure to Prepare and Submit Financial Statements for the Authority’s Staff Car
Loan and Mortgage Schemes

Note 20 to the financial statements reflects investments of Kshs.148,400,000 which
includes the equity investments of Kshs.8,400,000 and staff car loan and mortgage of
Kshs.140,000,000. However, financial statements for Authority's Staff Car Loan and
Mortgage Schemes were not prepared and submitted for audit contrary to Section 84 (1)
and (3) of Public Finance Management Act, 2012 which states that states that the
administrator of a national public fund established by the Constitution or an Act of
Parliament shall prepare financial statements for the fund for each financial year in a form
prescribed by the Accounting Standards Board and that not later than three months after
the end of each financial year, the administrator of a national public fund shall submit the
financial statements prepared under this section to the Auditor -General.

In the circumstances, Management was in breach of law.
4. Failure to Renew Service Contract Agreement for Printers

During the year under review, the Authority incurred expenditure on printer maintenance
services of Kshs.7,629,543 against a service contract agreement that expired on 4 March,
2023 . This was contrary to Section 135 (2) and (4) of the Public Procurement and asset
disposal Act ,2015 which states that an accounting officer of a procuring entity shall enter
into a written contract with the person submitting the successful tender based on the
tender documents and any clarifications that emanate from the procurement proceedings
and that no contract is formed between the person submitting the successful tender and
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the accounting officer of a procuring entity until the written contract is signed by the
parties. The renewed contract was not provided but the supplier continued with the
provision of services after lapse of contract agreement.

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

5. Unremitted Pay As You Earn (PAYE) Tax

The statements of financial performance and as disclosed in Note 11a to the financial
statements reflects uses of goods and services of Kshs.1,554,143,961 which includes
claims, damages and compensation of Kshs.79,575,938. The claims, damages and
compensation includes payment of arrears to Kenya Revenue Authority of
Kshs,69,413,744. However, review of demand notice from Kenya Revenue Authority
revealed PAYE deducted and not remitted on time and penalty for late remittances of
Kshs.21,261,321 charged. This is contrary to Section 37(1) and (2) of Income Tax Act,
2012 which states that an employer paying emoluments to an employee shall deduct
therefrom, and account for tax thereon, to such extent and in such manner as may be
prescribed and that if an employer paying emoluments to an employee fails to deduct tax
thereon, to account for tax deducted thereon or to supply the Commissioner with a
certificate provided by rules prescribing the certificate, the Commissioner may impose a
penalty equal to twenty-five per cent of the amount of tax involved or ten thousand
shillings whichever is greater.

In the circumstance, Management was in breach of the law.
6. Staff Earning Less Than One Third of Basic Salary

Review of the payroll for the twelve months period under review revealed that 114 staff
earned net salaries which was less than a third of their basic pay contrary to Section19(3)
of Employment Act, 2007 which states that without prejudice to any right of recovery of
any debt due, and notwithstanding the provisions of any other written law, the total amount
of all deductions which under the provisions of subsection (1), may be made by an
employer from the wages of his employee at any one time shall not exceed two thirds of
such wages.

In the circumstance, Management was in breach of the law.
7. Employees in Acting Capacity Beyond the Stipulated Period

Review of fiduciary management section of the key entity information and management
revealed that four (4) employees had been in acting capacity for more than six months.
This was contrary to Section 34 (3) of Public Service Commission Act, 2017 which states
that an officer may be appointed in an acting capacity for a period of at least thirty days
but not exceeding a period of six months. The staff have been on acting appointment for
several years and were still on acting appointment as at the time of audit in September,
2024 .

In the circumstance, Board was in breach of the law.
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8. Delays in Surrender of Imprests

The statement financial position and as disclosed in Note 19 to the financial statements
reflects receivables from non-exchange transactions of Kshs.193,072,813 which includes
staff receivables of Kshs.74,395,911. Examination of the imprest register and imprest
ageing analysis provided revealed imprests balance of Kshs.54,549,479 out of the total
staff receivables of Kshs.74,395,911 had been outstanding for more than two (2) years
contrary to Regulation 93(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 7 working days after returning to duty station. No explanation
was given for the failure to recover the long outstanding advances and Imprests from the
concerned employees.

In the circumstances, Management was in breach of 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
1. Lack of Approved Selection Criteria for the Female Engineering Program

The statements of financial performance and as disclosed in Note 16 to the financial
statements reflects grants and subsidies of Ksh.11,611,530 which includes female
engineering students’ fees, transport and study supplies payments. However, approved
criteria relied upon for selection of students for the female engineering program was not
provided contrary to Regulation 43(1) (d) of Public Finance Management (National
Government) Regulation, 2015 which states that an accounting officer shall manage,
control and ensure that policies are carried out efficiently and wastage of public funds is
eliminated.

In the circumstance, the validity of the selected students provided could not be confirmed
since it was not approved, signed and attested.

Report of the Auditor-General on National Industrial Training Authority for the year ended 30 June, 2024
8



2. Grounded Motor Vehicles

The statement of financial position and as disclosed in Note 21 to the financial statements
reflects property, plant and equipment balance of Kshs.9,186,592,400 which includes
motor vehicles of Kshs.98, 585, 575.However, motor vehicle inventory list provided for
audit review revealed that eight (8) out of sixty (60) motor vehicles with undetermined
values were grounded contrary to Section 164 (1) and (2) of Public Procurement and
Asset Disposal Act, 2015 which states that, the employee in charge of unserviceable,
obsolescent, obsolete or surplus assets shall bring the matter to the attention of the
disposal committee through the head of procurement function and an employee shall
comply with subsection (1) within a reasonable time after the assets become
unserviceable, obsolete or surplus.

In the circumstances, the effectiveness in the management of fixed assets could not be
confirmed.

3. Lack of Data Recovery Plan and Back Up

During the year under review, the Authority did not have in place disaster recovery plan,
IT continuity plan and copies were not kept off-site to enable them develop appropriate
risk management strategies in order to improve on effective and efficient management of
public resources. This is contrary to Section 68(2) (c) of Public Finance Management Act,
2012 which states that an accounting officer shall ensure that all financial and accounting
records the entity keeps in any form, including in electronic form are adequately protected
and backed up.

In the circumstances, the effectiveness of the Authority’s information communication
technology internal controls and risk management could not be confirmed and the
Authority risks loss of data due to lack of data recovery plan.

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 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
Authority's ability to continue as a going concern, disclosing, as applicable, matters
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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.

The Board of Directors is responsible for overseeing the Authority’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 ISSAI 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.
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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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