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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 South Nyanza Sugar Company
Limited set out on pages 1 to 55, which comprise 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 South Nyanza Sugar 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 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0. Cash and Cash Equivalents

The statement of financial position, and as disclosed in Note 20 to the financial
statements, reflects cash and cash equivalents balance of Kshs.13,092,000. The
supporting bank reconciliation statements as at 30 June, 2024 included payments in the
cash books not in the bank statemenis (unpresented cheques) amounting to
Kshs.3,164,510. However, certified bank statements showing when the unpresented
cheques were cleared were not provided for audit.

In the circumstances, the accuracy and fair presentation of the Kshs.13,092,000 cash
and bank balances could not be confirmed.

2.0. Accuracy of Inventories Balance

The statement of financial position, and as disclosed in Note 17 to the financial
statements, reflects inventories balance of Kshs.416,510,000, while the supporting
schedules provided for audit indicate a corresponding balance of Kshs.353,041,190,
resulting in an unreconciled variance of Kshs.63,468,810.

The balance of Kshs.416,510,000 also differs with a corresponding balance of
Kshs.419,780,103 reflected in the stock take report as at 30 June, 2024, resulting in a
negative variance of Kshs.3,270,103 which has not been reconciled.

In the circumstances the accuracy and completeness of the inventories amount of
Kshs.416,510,000 could not be confirmed.

3.0. Undisclosed Liability Relating to Unpaid Leasehold Rent

The statement of financial position and as disclosed in Note 26 to the financial statements
reflects a balance of Kshs.3,407,995,000 in respect to trade and other payables. Review
of documents provided for audit revealed that the Company was issued with a leasehold
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title deed of 99 years under the Land Titles Act (Cap 282) on 1 January, 1998. The terms
of the leasehold required the Company to commence payment of annual rent with effect
from January, 1998, at the rate of Kshs.3,743,000. However, information provided
indicated that the Company has not been paying any rent. Further, the total outstanding
rent amount of Kshs.101,061,000 has not been disclosed as a liability in the Company's
statement of financial position as at 30 June, 2024, while the annual rent of
Kshs.3,743,000 payables on 1 January, 2024 has not been treated as an expenditure for
the year under review. Failure to disclose the liability led to understatement of liabilities
by Kshs.101,061,000 and understatement of losses by Kshs.3,743,000.

In the circumstances, the accuracy, completeness and fair presentation of the trade and
other payables balance of Kshs.3,407,995,000 could not be confirmed.

4.0. Receivables from Out Growers

The statement of financial position, and as disclosed in Note 19 to the financial
statements, reflects a balance of Kshs.142,384,000 in respect to receivables from out
growers. The balance was arrived at after netting off provision for impairment losses of
Kshs.1,006,992,000 from gross receivables from out growers of Kshs.1,149,376,000, an
indication of high default rate.

Documents provided for audit from the Legal Department at the Company indicated that
the Company had not instituted legal proceedings against the defaulting out growers. In
addition, there were no established mechanisms to ensure that out growers’ produce is
not diverted to other sugar companies. The Company heavily rely on the goodwill of the
out growers. In addition, the current standard agreement does not offer remedy to cushion
the Company in the event cane is diverted to other companies or to jaggery.

In the circumstances, the recoverability of the Kshs.142,384,000 owed by out growers
remains doubtful.

5.0. Unconfirmed Sugar Sales Amount

The statement of profit or loss and other comprehensive income reflects gross sales of
Kshs.3,082,968,000, while the dispatch report provided for audit indicated total sales of
Kshs.2,877,792,000, resulting in an unreconciled variance of Kshs.205,176,000.

Similarly, the gross sales of Kshs.3,082,968,000 differs with a corresponding amount of
Kshs.2,807,368,000 reflected in the revenue schedules provided for audit, resulting in a
variance of Kshs.275,600,000 which has not been explained or reconciled.

Further, analysis of the sugar sales during the year under review revealed that the
Company budgeted for 55,000 tons of sugar but realized only 20,856, representing 38%,
which could be an indicator of unrealistic targets being set by Management. In addition,
the company produced 20,856 tons of sugar but 20,228 tons were dispatched to
customers, resulting in 628 tones that could not be accounted for.

In the circumstances, the accuracy and completeness of the Kshs.3,082,968,000 gross
sales could not be confirmed.
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6.0. Regularity of Outstanding Legal Expenses

The statement of financial position reflects trade and other payables balance of
Kshs.3,407,995,000 which as disclosed in Note 26 to the financial statements, includes
other payables and accrued expenses balance of Kshs.2,720,078,000. Included in this
latter balance is Kshs.51,606,201 in respect of outstanding legal fees owed to seven (7)
firms. However, Management did not provide detailed fee notes for each firm to confirm
whether the fee charged are in compliance with prescribed rates. In addition, procurement
records related to their sourcing and contract agreements between the individual firms
and the Company, detailing the scope of work to be discharged and the respective
responsibilities of each party were not provided for audit.

Further, review of documents revealed existence of four hundred and thirty-three (433)
cases where the Company had been sued. This could be an indicator of weak alternative
dispute resolution mechanisms or the Company had not been adhering to the rule of law.
In addition, the audited financial statements for the year ended 30 June, 2023 indicated
that the Company had four thousand and eight (4,008) ongoing court cases. However,
movement schedule in support of the cases and those that have been concluded to leave
a balance of 433 cases has not been provided for audit. Further, all the 433 court cases
and matters were being handled by external law firms, despite the Company having a
fully-fledged legal department inhouse. Also, it was not possible to establish whether the
Company has lost cases as a result of proven fraud, corrupt practices or negligence and
what actions Management has taken on the responsible officers so as to avert the
recurrence.,

In the circumstances, the occurrence and regularity of the legal fees amount of
Kshs.51,606,201 incurred during the year under review could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the South Nyanza Sugar Company Limited
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.

Emphasis of Matter

1.0. Material Uncertainty Related to Going Concern

Note 4 to the financial statements indicates that the Company incurred a net loss after
tax amounting to Kshs.635,102,000 during the year and had accumulated losses of
Kshs.4,943,867,000 as at 30 June, 2024. In addition, the Company's current liabilities of
Kshs.3,411,799,000 exceeded its current assets of Kshs.913,512,000, resulting in a
negative working capital of Kshs.2,498,287,000. These conditions indicate existence of a
material uncertainty, which may cast significant doubt on the Company's ability to
continue as a going concern. Management has indicated that the Company’s future

Report of the Auditor-General on South Nyvanza Sugar Company Limited for the year ended 30 June, 2024
4



depended on the timely and annual factory rehabilitation, and focused and dedicated
staff.

2.0. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects total revenue budget
and actual on comparable basis of Kshs.3,689,371,000 and Kshs.2,623,173,000
respectively, resulting to an underfunding of Kshs.1,066,198,000. Similarly, the Company
incurred total expenditure of Kshs.3,195,856,000 against an approved budget of
Kshs.3,584,704,000 resulting to under expenditure of Kshs.388,848,000.

The under-funding and under expenditure affected the planned activities and may have
impacted negatively on the company’'s operations.

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
Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under Report on the
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 has not resolved the prior year audit matters and
some of the prior year matters have not been disclosed in Progress on Follow-up of
Auditor Recommendations section of the financial statements.

Other Information

The Management is responsible for the other information set out on page ii to xxvi which
comprise Corporate Information, Board of Directors, Management Team, Chairman’s
Statement, Report of the Managing Director, Statement of Performance Against
Predetermine Objectives, Statement of Corporate Governance, Management Discussion
and Analysis, Environment and Sustainability Report, 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 of 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, |
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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 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
1.0. Poor Rendement (Yield) Below Industry Standard

The statement of profit or loss and other comprehensive income reflects gross sales
amount of Kshs.3,082,968,000. However, records provided for audit indicated that the
Company milled 285,734 tons of canes during the year under review and produced
20,856 tons of sugar bagged, resulting in a rendement of 7% of the produced sugar, which
is below the recommended rendement of 10% as per Regulation 21(a) of the Crop Sugar
Regulations, 2020 which provides that the miller shall strive to mill sugarcane efficiently
to realize maximum returns for both parties by achieving the following standards; in the
case of sugar cane, ton cane/ton sugar ratio of 9 or rendement of 10%.

In the circumstances, the efficiency of the factory was still below the standards set by the
industry.

2.0. Regularity of Imprest Management

Review of imprest register for the year under review revealed that nine (9) officers had
been issued with multiple imprests, contrary to Regulation 92(4) (b)of the Public Finance
Management Act, 2012 which states that before issuing temporary imprests under
paragraph (2), the Accounting Officer shall ensure that the applicant has no outstanding
imprests.

In the circumstances, Management was in breach of the law.
3.0. Biological Assets

The statement of financial position, and as disclosed in Note 16 to the financial
statements, reflects biological assets balance of Kshs.302,230,000. Review of biological
assets register maintained by the Company and valuation report of biological asset report
as at 30 June, 2024 provided for audit revealed biological asset valued at Kshs. 1,424,000
which comprised eight (8) calves, (8) bulls and eighteen (18) cows. However physical
verification of the biological assets conducted on 24 September, 2024 revealed that out
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of the eighteen (18) cows, twelve (12) had been recommended for disposal since the
cows had deteriorated in value due to old age and sickness. |n addition, most of the cows
were in poor state of health as evidenced by skin disease, loss of weight and old age.
However, Management did not demonstrate any effort made to sustain the biological
assets, including seeking veterinary action to save the animals from imminent death.

In the circumstances, the viability of the biological assets valued at Kshs.302,230,000
remains doubtful.

4.0. Regularity of Human Resource Management Practices

The following unsatisfactory matters were noted in respect to human resources
management:

4.1. Staff Under-Establishment

Review of human resource records revealed that the company had an approved staff
establishment of one thousand five hundred and eighty (1580) staff against five hundred
and seventy-two (572) 36% staff members in post, thus resulting in an overall under
establishment of one thousand and two (1002) or 64% staff members as at June, 2024,
This was contrary to Regulations 1.2 of the Staff Establishment which that provides, in
part, that in order to attract and retain competent employees required for efficient and
effective service delivery, appointments shall be made with the approval of the Board and
shall be within the approved establishment.

In the circumstances, Management was in breach of the staff establishment regulations.
4.2, Payment of Acting Allowance and Special Duty Allowances to Employees

Review of the staff records revealed that three hundred and ninety-seven (397)
representing 67% of the total staff strength of five hundred and seventy-two (572) were
either on acting positions or on special duty allowances being 60% on acting and 7% on
special duty. This is disproportionate to the total work force.

Further, review of the staff records revealed that staff members were appointed in acting
capacities or appointed to perform special duties for periods of six months. Upon expiry
of the six months, they are continuously renewed through recommendations by
departmental heads since the positions had not been substantively filled. In addition,
review of the staff records revealed instances of staff members being appointed to act in
a position that is higher by thirteen grades and officers in the semi/unskilled category (UG
04) being appointed to act in management position (SE 3).

This was contrary to Section 4.6(g) and (h) of Staff Regulations, Terms and Conditions of
service issued in 2007 which states that an employee who has successfully and
continuously acted in a vacant position for a period of six (6) months and meets the job
requirements will be deemed to have been confirmed in that position.
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In the circumstances, Management was in breach of the Staff Regulations, Terms and
Conditions of Service.

4.3. Non-Compliance with Gender Requirements

Review of the personnel records revealed that the Company had a total of five hundred
and seventy-two (572) staff members out of whom, four hundred and sixty-six (466) or
81% were of male gender, while one hundred and six (106) or 18% belong to the female
gender, contrary to Article 27(8) of the Constitution of Kenya, 2010 which states that not
more than two-thirds of the members of elective or appointive bodies shall be of the same
gender.

In the circumstances, Management was in breach of the law.
4.4. Non-Compliance with the Requirement to Employ 5% Persons with Disability

Review of the personnel records revealed that the company had a total of five hundred
and seventy-two (572) staff members out of whom, only twenty-three (23) or 4% were
persons living with Disability. This was contrary to article 5(2) of The Constitution of Kenya
and Section 13 of the Persons with Disabilities Act, 2003 which require all intuitions the
country to have 5% of their employees as persons with disabilities.

In the circumstances, Management was in breach of the law.
4.5. Non-Compliance with the Law on Ethnic Diversity in Staffing

Examination of the personnel records provided for audit revealed that as at 30 June, 2024,
the Company had a total of five hundred and seventy-two (572) employees in its payroll
from various ethnic communities. Out of these, 86% were from one ethnic community,
while the remaining 14% of the jobs were shared among the other ethnic communities.
This was contrary to the provisions of Section 7(1) and (2) of the National Cohesion and
Integration Act, 2008, Article 27(8) of the Constitution of Kenya, 2010.

In the circumstances, Management was in breach of the law.
5.0. Lack of an Updated House Rates to the Prevailing Market Rates

Review of records revealed that the Company’'s house rents were last reviewed in
December, 2001 and were therefore not aligned to the current market rates. This is
despite the house allowances having been reviewed several times to reflect the cost of
living and the market rates for the rent. Further, review of housing rents payments
revealed that police officers who occupy the houses did not pay rents as and when they
fell due, and had outstanding balances amounting to Kshs.1,354,000, some dating back
to 2020.

In the circumstances, Management of the Company's rental houses was not effective.
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6.0. Failure to Maintain an Asset Sinking Fund-Property Plant and Equipment

The statement of financial position reflects Kshs.4,030,481,000 in respect to property
plant and equipment which was arrived at after netting off accumulated depreciation of
Kshs.4,731,227,000 from the total cost of Kshs.8,762,895,000. However, Management
did not maintain an asset renewal sinking fund as required by Section 16(1) of the State
Corporation Act (Cap 446). As a result, the Company may eventually lack funds for
renewing its assets once they are fully depreciated.

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

7.0. Unremitted Statutory Deductions

The statement of financial position and as disclosed in Note 26 to the financial statements
reflects Kshs.3,407,995,000 in respect to trade and other payables. Review of creditor's
ledgers provided for audit revealed long outstanding statutory deductions amounting to
Kshs.483,471,380 that were due but not remitted to the statutory agencies. However,
Management, did not provide a breakdown of penalties accrued due to non-remittance of
the statutory deductions. This was contrary to Regulation 42(1)(b) of the Public Finance
Management (National Government) Regulations, 2015, which requires debt service
payments to form first charge, and Treasury Circular No.10-2020 of 16 June 2020; Ref
DGIPE/A/1/80 on prioritization of pending bills by state corporations and semi-
autonomous government agencies, which requires state corporations with pending bills
to rationalize their budgets to ensure eligible pending bills are included in their budgets
before the same is approved by the National Treasury.

In the circumstances, Management was in breach of the law.
8.0. Non-Remittance of Retirement Benefits Obligation

The statement of financial position, and as disclosed in Note 29 to the financial
statements, reflects retirement benefits obligation balance of Kshs.271,027,000. Review
of documents provided for audit revealed that the Company, the Board of Trustees of
Sony Sugar Retirement Benefit Scheme and the Retirement Benefits Authority entered
into a tripartite payment plan agreement on 12 November, 2021. The outcome of the
agreement was that the accumulated arrears plus interest at the time amounting to
Kshs.292,952,112, would be paid at the rate of Kshs.4,068,779 per month, under a six
(6) year plan, till completion, all outstanding contributions on account of leavers of
Kshs.84,400,000 would be remitted within twenty-four (24) months to enable the scheme
pay off the outstanding benefits to the ex-members by December, 2023 and current
contributions would be remitted going forward. However, Management did not adhere to
the terms of the tripartite payment plan agreement and had accrued an outstanding
balance of Kshs.271,027,000 exclusive of interest accrued and penalties. Management
had not made any effort to clear the outstanding amount which continues to attract
penalties and interest.

In the circumstances, Management was in breach of the law.
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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 tfransactions 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 and based on the audit
procedures performed, except for 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
1.0. Understaffing of Internal Audit Department

Review of the Internal Audit Unit's staff establishment revealed that, the Unit had only six
(6) employees out of the recommended staff establishment of thirteen (13), resulting to
an understaffing of seven (7) staff (or 46%) of the approved establishment.

In the circumstances, the effectiveness of the Internal Audit Department in providing
independent assurance may have been impeded.

2.0. Non-Implementation of Internal Audit Reports

During the year ended 30 June, 2024, the Internal Audit Unit carried out and issued
thirteen (13) reports which were tabled to the Board of Risk and Audit Committee (BAC)
for deliberations and resolutions. Review of the reports revealed instances of weak
internal controls or deliberate violation of the internal controls or lack of Management's
commitment to implement internal audit recommendations as noted below:-

2.1. Construction of Domestic Effluent Pond and Additional Scope

Review of documents revealed that the contract for design and construction of lagoon
and additional works of rehabilitation of BQ sewer line and diversion of DEF line from
Kenya Electricity Transmission Company (KETRACO) plot that was awarded to a
Company was terminated due to delayed completion and slow progress on the execution
of the rehabilitation works. The works were terminated when the contractor had been paid
Kshs.13,750,524 (90%) of the total contract sum of Kshs.15,278,360.
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2.2. Contract for the Rehabhilitation of Industrial Effluent

The contract for rehabilitation of Arende Pond was awarded to a local company and was
terminated due to delayed completion and slow progress on the execution of the
rehabilitation works. As at the time of termination, the contractor had been paid
Kshs.2,997,166 or 60% of the contract sum of Kshs.4,995,277.

2.3. Lack of an E-Tendering Process Resulting to Receipt of Quotations Online
through Individual Email Accounts

The Internal Audit department reported on instances where the Company would send and
receive quotations through individual staff email account as part of the e-tendering system
which is contrary to the Public Service Commission Circular Number SH/ADM/23(1) dated
14 June, 2022 on use of personal email addresses for official Government business.

In the circumstances, Management failure to implement internal audit reports
recommendations has contributed to the persistent weaknesses of internal controls.

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 respecits. | 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. 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 pages xxiv to xxv is consistent with
the financial statements; and

ili. The auditable part of the Directors' remuneration report on page 44 has been properly
prepared in accordance with the Companies Act, 2015.

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 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
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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,
20185.

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 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.

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.
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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.

FCFA5N3% éathungu‘, CBs

AUDITOR-GENERAL

Nairobi

27 December, 2024
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