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REPORT OF THE AUDITOR-GENERAL ON PUBLIC TRUSTEE OF KENYA 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 the Public Trustee of Kenya as
set out on pages 1 to 17, which comprise 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 and statement of cash flows 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 the Public Trustee of Kenya 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 and the Public Trustee Act, Cap 168 of the Laws
of Kenya.

Basis for Qualified Opinion
1. Long Outstanding Deposits

As previously reported, the statement of financial position reflects deposits balance of
Kshs.108,381,817 as disclosed in Note 15 to the financial statements. Included in the
balance is an amount of Kshs.70,231,817 held at Imperial Bank Limited. The bank was
placed under receivership by the Central Bank of Kenya on 13 October, 2015 and the
Kenya Deposit Insurance Corporation appointed as receivers.

However, as previously reported, Imperial Bank Limited (In Receivership) informed the
Public Trustee of Kenya through a letter dated 07 July, 2021 that an amount of
Kshs.4,072,732 had been transferred to the Kenya Commercial Bank for transmission to
the Public Trustee of Kenya leaving a balance of Kshs.67,927,268 held at Imperial Bank
Limited. Although, the transfer was confirmed by the Kenya Deposit Insurance
Corporation, the amount of Kshs.4,072,732 had not been remitted to the Public Trustee
of Kenya as at 30 June, 2024. Therefore, recoverability of the balance of Kshs.67,927,268
held at Imperial Bank Limited remains doubtful.

In the circumstances, the accuracy and existence of the deposits balance of
Kshs.108,381,817 could not be confirmed.

2. Doubtful Investments

As reported in the previous year, the statement of financial position reflects an
investments balance of Kshs.240,107,686 as disclosed in Note 16 to the financial
statements. Included in this amount is Kshs.152,045 283 described as deposits in
financial institutions under the management of the Kenya Deposit Insurance Corporation
(KDIC) and the Official Receiver. However, no sufficient explanation was provided for
failure to seek refund of the dormant deposits.

Further, the dormant deposits of Kshs.152,045283 includes investments totaling
Kshs.29,693,938 held in two (2) financial institutions as detailed below:

Report of the Auditor-General on Public Trustee of Kenya for the year ended 30 June, 2024

2



Investment Balance

Institution Managing Institution (Kshs.)

Central Finance Kenya | Kenya Deposit Insurance 22,750,356
Limited Corporation (KDIC)

Allied Credit Limited Kenya Deposit Insurance 6,943,582

Total - 29,693,938

The two (2) financial institutions were placed in liquidation on 19 May, 1993 and
19 August, 1993, respectively when the Central Bank of Kenya appointed the Deposit
Protection Fund Board as the liquidator. Subsequently, the liquidator applied for release
due to lack of funds but since no objection had been raised at the expiry of 21 days’ notice
inviting the creditors to inspect the final accounts, the process of winding up continued.

The winding up and dissolution of the Central Finance Kenya Limited and the Allied Credit
Limited was completed on 13 September, 2012 and 15 November, 2007, respectively
when the Court ordered for the release of the Liquidator and a certificate of release was
granted. The Kenya Deposit Insurance Corporation communicated this decision to the
Public Trustee on 8 April, 2019 stating that the balances held in their account could not
be paid since the institutions had been dissolved indicating doubt in its recoverability and
therefore loss of funds.

In the circumstances, the accuracy and existence of the balance of Kshs. 240,107,686
could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Public Trustee of Kenya Management in
accordance with ISSAlI 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 audit 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 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, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, Management had neither resolved the issues nor implemented
the recommendations.
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Other Information

Management is responsible for the other information set out on pages iv to xx which
comprise of Key Entity Information and Management, Key Management Team, Public
Trustee Statement, Statement of Public Trustee Performance Against Predetermined
Obijectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Statement of Public Trustee Responsibilities.
The Other Information does not include the financial statements and my audit report
thereon.

In connection with my audit of the Public Trustee’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, | confirm that, nothing 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

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.
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Basis for Conclusion
1. Failure to Automate Beneficiaries Financial Records

As previously reported, review of financial records and business processes revealed that
the Public Trustee of Kenya maintained its records in a manual form and had over 50,000
ledgers and average annual disbursement of Kshs.3,000,000,000 to beneficiaries in the
Headquarters and twelve (12) regional offices. However, the records had aged over the
years despite reasonable precautions to guard against damage and the task of updating
them was challenging.

In the circumstances, the Public Trustee did not perform periodic risk assessments in
relation to beneficiaries’ financial records to identify threats, assess vulnerability, and
design automated systems that could help in keeping up to date beneficiaries’ financial
records.

2. Understaffing of Key Staff Positions

As previously reported, the Public Trustee of Kenya has its operation at the headquarters
and thirteen (13) regional offices with operational bank accounts and other accounting
records for estates. However, review of the staffing revealed that the Headquarters has
two (2) accountants against the required number of five (5) accountants and nine (9)
regional offices, which includes Nyeri, Meru, Kisumu, Garissa, Embu, Malindi, Mombasa,
Nakuru and Eldoret, have accountants in service while the other four (4) regions did not
have accountants after the previous ones exited from service without replacement.

This compromised maintenance of effective internal control measures and posted the risk
of error and misstatements in the accounting records.

3. Lack of an Operational and Approved Enterprise Risk Management Strategy

As previously reported, the audit observed that Management did not have an operational
and approved enterprise risk management strategy contrary to the provisions of
Regulation 165(1) of the Public Finance Management (National Government)
Regulations, 2015, which requires heads of public institutions to develop risk
management strategies, which include fraud prevention mechanism and a system of risk
management and internal control that build robust business operations.

In the circumstances, the policies, strategies and procedures put in place to assess,
identify, measure, prioritize and mitigate risks in the Public Trustee of Kenya could not be

confirmed.
4. Management of the Public Trustee Agents Activities

As previously reported, review of Public Trustee records revealed that fees collected
by the ex-official agents were deposited directly to the revenue collection account of State
Law Office. However, surrenders of revenue collected were not provided to the Public
Trustee. Further, the returns on the value of estate administered and balances in the
books of accounts were not provided to the Public Trustee of Kenya regularly.
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In the circumstances, failure to account for revenue collected affects planning and follow-
up on the ex-official agents of the Public Trustee of Kenya.

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
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 overall governance.

In preparing the financial statements, Management is responsible for assessing the Public
Trustee'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 are
in compliance 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 Public Trustee'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
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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
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: hitps://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report.

FCPA Na a \CBS
AUDITOR-GENERAL

Nairobi

20 December, 2024
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