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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON NATIONAL YOUTH COUNCIL 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 reporiing 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 Youth Council set out
on pages 1 to 44, which comprise of the statement of financial position as at
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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 and 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 the National Youth Council as at 30 June, 2024, and of
its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Opinion
1. Inaccuracies in Opening Balances

Review of the financial statement's comparative balances against the previous year's
audited statements has revealed variances as follows:

Current
Financial
2022/2023 | Statement
Balance c/f | Balance b/f| Variance

Page | Title Description (Kshs) (Kshs) (Kshs)
Statement of | use of goods
6 cash flows and services 54,328,535 | 43470854 | 10,857,681
Statement of
6 cash flows Employee costs | 33,599,034 | 33,580,627 18,407

Statement of
6 cash flows Board Expenses | 12,779,996 13,657,024 (877,028)
Trade and

other

39 | payables Trade payables 6,539,962 | 18,305472 | (11,765,510)
Trade and
other Third party

39 | payables payments 1,338,500 0.00 1,338,500
Trade and
other

39 | payables Total 13,380,773 | 18,305472 | (4,924,699)

In the circumstances, the accuracy of the brought forward balances could not be
confirmed.
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2. Unbalanced Trial Balance

Re-computation of totals in the trial balance has revealed debit balance of
Kshs.102,907,645 against credit balance of Kshs. 113,382,646 resulting in an
unexplained variance of Kshs.10,475,001. Without a balanced trial balance that has been
used to prepare the financial statements, their accuracy could therefore not be confirmed.

3. Variations Between the Financial Statements and the Trial Balance

Audit review of the financial statement balances as at 30 June, 2024 against the trial
balance has revealed variances as follows:

FS
Page Balance TB Balance
No. | Item Description | (Kshs) (Kshs) Variance (Kshs)
Use of goods Bank
31 & services Charges 6,220 - 6,220
Use of goods Other use of
31 & services goods 1,696,251 1,742,045 (45,794)
Employee Salaries &
32 | costs wages 28,296,260 28,283,060 13,200
Depreciation
&
Depreciation & | Amortization
39 | Amortization expense 2,343,878 3,726,847 (1,382,969)
Trade Total trade
39 | payables payables 14,922 646 12,631,973 2,290,673

In the circumstances, the accuracy of the financial statements could not be confirmed.
4. Unreconciled Statement of Cash Flows with Statement of Financial Position
The statements of cashflows for the year ended 30 June, 2024 shows cash and cash
equivalent as at 30 June, 2024 of Kshs.91,613 which agrees with the cashbook balance.
However, the statement of financial position and Note 13 to the accounts shows a balance
of Kshs142,283. The resulting variance of Kshs.50,670.00 has not been explained.

In the circumstances, the accuracy of financial statements could not be confirmed.

5. Use of Goods and Services

The statement of financial performance shows use of goods and services amount of
Kshs.59,094,449. However, Note 8 to the accounts shows Kshs.59,357,334. The
resulting variance of Kshs.262,885 has not been explained.
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Further, Note 8 to the accounts shows total for use of goods and services of
Kshs.59,357,334. However, a re-computation of the amount indicates Kshs.63,857,334
resulting in unexplained variance of Kshs.4,500,000.

In the circumstances, the accuracy of use of goods and services balance could not be
confirmed.

6. Non-Current Employee Obligation

The statement of financial position shows an amount of Kshs.22,356,670 being non-
current employee obligation as detailed in Note 17 to the accounts. However, evidence
in support of the balance was not provided. The accuracy of the balance could therefore
not be confirmed.

7. Property Plant and Equipment

The statement of financial position reflects property, plant and equipment amounting to
Kshs.6,551,208 as detailed in Note 15 to the accounts. However, the supporting schedule
as detailed in Note 15, does not show the stated balance as at 30 June, 2024.

Further, the schedule is not in the correct format for it includes balances relating back to
2021, yet the financial years under audit are for 2023/2024 and comparative balances for
2022/2023. In the circumstances therefore, the accuracy of the balances indicated therein
could not be confirmed.

8. Trade and Other Payables

Statement of financial position shows trade and other payables of Kshs.14,922,646.
However, Note 16 to the accounts shows an amount of Kshs.12,631,973 resulting in an
unreconciled amount of Kshs.2,290,673.

Further, the pending bills schedule provided for audit review shows Kshs.8,542,290. The
resulting variance of Kshs.6,380,356.00 has not been explained and reconciled.

In addition, included in the use of goods and services under Note 8 to the accounts is
Kshs.14,922 646 described as pending bills. It is not clear why the balance has been
included under use of goods and services.

In the circumstances, the accuracy of the trade and other payables balance could not be
confirmed.

9. Doubtful Going Concern

Review of the statements of financial performance for the financial years 2023/2024,
2022/2023 and 2021/2022 reflect net deficit of Kshs.4,504,180, Kshs.13,380,773 and
Kshs.19,247 793 respectively. In addition, the net working capital is negative
Kshs.13,038,318. From the analytical review, the entity is in perpetual deficit and
therefore, the going concern of the National Youth Council is doubtful.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the National Youth Council Management in
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accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical responsibilities
in accordance with the ISSAl 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 years, several issues were raised under the Report on
Financial Statements, Other Matter and Report on Lawfulness and Effectiveness in Use
of Public Resources and Report on Effectiveness of Internal Controls, Risk Management
and Governance. However, the matters have remained unresolved.

Other Information

The Management are responsible for the other information set out on page v to xli which
comprise of Key Entity Information and Management, Statement of Performance Against
Predetermined Objectives, Management Discussion and Analysis, Environmental and
Sustainability Reporting 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 National Youth Council 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.

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 effects of the matter described in the Basis for Conclusion on
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the 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
Failure to Meet Board Committees Meeting Thresh hold

The Youth Advisory Board Work Plan for 2023/2024 indicate the following Committees of
the Board:

i)  Programmes and Resource Mobilization Committee

i)  Finance And Human Resource Committee

i) Audit Committee

The three committees are within the stipulated maximum of four committees. However, a
review of the board and committees meeting minutes revealed that, the Audit Committee
met only once on 9 April, 2024 in the financial year under review. This is below the
threshold of at least four (4) meetings in a year.

In the circumstances, the Board committee is in breach of section E.4 of the Mwongozo
Code of Governance for State Corporations.

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
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
1. Failure to Establish Board of Council Members
National Youth Council did not have a Board of Council Members in the 2023/2024

financial year. The last Council Members elections was in 2012 and were gazetted on
2013. They were reappointed in 2016 which expired in 2019. Since then, no other
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members were appointed. Therefore, during the period under review, the National Youth
Council did not have full governance structure in place.

2. Non-Adherence to Authorized Staff Establishment

During the year under review, the Council had an approved staff establishment of eighty-
one (81) against the staff in post of eleven (11) resulting in a variance of seventy (70).

Therefore, the staff establishment indicates that the deficit between authorized
establishment and in-post staff was 70 or 86.4% under-established.

In view of the foregoing, the entity may not be able to achieve its operational objectives
due to lack of the human resource which poses a risk of ineffectiveness in service delivery
to the taxpayers.

3. Lack of a Centralized Youth Data Management System

The statement of financial performance reflects an amount of Kshs.59,094,449 under use
of goods and services, as disclosed in Note 8 to the financial statements. Included in this
amount is an expenditure of Kshs.8,126,421 on Youth Participation in Leadership and
Governance.

During the year under review, audit findings revealed that, 1500 Youth Serving
Organization were Registered during the year, 33,448 youths were engaged in leadership
roles, Survey research on youth was conducted and 10 partners were engaged in youth
activities.

However, the audit noted that the National Youth Council had not set up a youth data
Management system to enable easy consolidation of youth data from the actors in the
sector.

There was no evidence of reports and the respective groups that were trained on
Leadership and Governance to support the expenditure of Kshs.8,126,421 incurred

during the year.

In the circumstances, raising doubt on effectiveness of the system of internal controls in
place.

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 Public Sector Accounting Standards (Accrual
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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
National Youth Council'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
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 Council’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 overall
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 ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial

statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’s control environment in order to give an assurance on the
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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.

FCPA ;- 5BSs
AUDITOR-GENERAL

Nairobi

30 December, 2024
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