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Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON SPORTS 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 Sports Kenya set out on pages
1 to 76, which comprise of the statement of financial position as at 30 June, 2024, and
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the statement of financial performance, statement of changes in net assets, statement of
cash flows and statement of comparison of budget and actual amounts for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. | have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Sports 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 Sports Act, 2013.

Basis for Qualified Opinion
1. Long Outstanding Receivables from Exchange Transactions

The statement of financial position and Note 22 to the financial statements reflects
receivables from exchange transactions balance of Kshs.328,116,792. However, the
balance includes rent receivable balance of Kshs.107,649,434 out of which an amount of
Kshs.20,544 506 was in respect of rent arrears dating as far back as 2006/2007 and for
tenants who had vacated the premises.

Further, it was noted that out of Kshs.107,649,434, rent arrears of Kshs.43,136,095 has
been outstanding for over four (4) years. Management has explained that they are still
pursuing the tenants through various ways including court cases and listing of individual
tenants to Credit Reference Bureau (CRB).

In the circumstances, the accuracy, completeness and recoverability of receivables from
exchange transactions balance of Kshs.328,116,792 could not be confirmed.

2. Long Outstanding Receivables from Non-Exchange Transactions

The statement of financial position and Note 23 to the financial statements reflects
receivables from non-exchange transactions of Kshs.232,708,047. The balance includes
Kshs.121,435,927 or (52%) which has been outstanding for over four (4) years. In addition,
Management did not explain why the former Ministry of Sports, Culture and the Arts still owe
them Kshs.107,890,843 to date.

In the circumstances, the accuracy, completeness and recoverability of receivables from
non-exchange transactions balance of Kshs.232,708,047 could not be confirmed.

3. Unconfirmed Accuracy and Ownership of Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.296,222,873 while Note 26 to the financial statements reflects a balance of
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Kshs.276,400,182 resulting in an unexplained variance of Kshs.19,822,691. Further, the
land on which the organization is situated has not been included in the assets register
and the ownership documents to the land were not provided for audit verification.

In addition, Management did not provide a register of assets owned by the organization
for audit verification which contains comprehensive details of the assets such as cost,
disposals, depreciation, location of the asset, tagging, serial numbers and the officer
responsible for each asset, among other details, as required under Regulation 143 (2) of
Public Finance Management (National Government) Regulations, 2015 and the Treasury
Circular 1 No. 5/2020 of 25 February ,2020.

In the circumstances, the accuracy, ownership, valuation and disclosure of the property,
plant and equipment balance of Kshs.296,222,873 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Sports Kenya Management in accordance
with ISSAI 130 on Code of Ethics. | have fulfiled 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
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.3,312,201,783 and Kshs.2,606,795,201
respectively resulting to an under-funding of Kshs.705,406,582 or 21% of the approved
budget. Similarly, the statement reflects final expenditure budget and actual on
comparable basis of Kshs.3,312,201,783 and Kshs.2,775,867,418 respectively resulting
to an under-expenditure of Kshs.536,334,365 or 16% of the approved budget.

The under-funding and under-expenditure affected some of the planned activities and
programmes which may have impacted negatively on efficient and effective service
delivery to the public.

My opinion is not modified in respect of this matter.

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.
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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 iv to xli which
comprise of Key Entity Information and Management, Statement of Performance Against
Predetermined Objectives for the year, Management Discussion 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 financial statements, my responsibility is to read the
other information and in doing so, consider whether the other information is materially
inconsistent with the financial statements or my knowledge obtained in the audit or
otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

1. Management of Moi International Sports Centre

As previously reported, Management entered into a Memorandum of Understanding
(MOU) for sharing of revenue between Sports Kenya and Nairobi Metropolitan Area
Transport Authority (NAMATA) for a Bus Rapid Transit assembly facility construction on
a fifteen (15) acre piece of land hived from Moi International Sports Centre — Kasarani.
Construction works were on going at the time of the audit. However, the project was not
approved by the relevant Cabinet Secretary as required by Section 4(s) of the Sports Act,
2013. Further, construction of a Bus Rapid Transport facility does not fall within the
mandate of Sports Kenya in the manner contemplated in Section 4 of the Sports Act,
2013 which stipulates that Sports Kenya is established for the purpose of promoting
sporting activities and safeguarding sporting facilities and resources.
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In the circumstances, the Management was in breach of the law.
2. Long Outstanding Trade and Other Payables

The statement of financial position and Note 28 to the financial statements reflects trade
and other payables of Kshs.226,429,052. Review of the financial records revealed that
payables of Kshs. 116,294,295 (51%) had been outstanding for a period of more than two
years. Management did not provide explanations for the non-settlement of liabilities.

In the circumstances, Management did not comply with the obligations as per the
contractual agreements.

3. OQutstanding Audit Fees

Note 33 to the financial statements reflects an amount of Kshs.7,481,520 being audit fees
outstanding. The Corporation provides for audit fees of Kshs.928,000 per year. However,
the fees have not been paid for several years despite the fact that financial statements
have been audited and audit reports signed and issued by the Auditor General. Some of
the invoices date as far back as 2004/2005 financial year. No satisfactory explanation has
been provided for the non-payment.

In the circumstances, Management was in breach of the law.
4. Irregular Award of Tender for Refurbishment of Kericho Green Stadium

Available information confirmed that the contract for refurbishment of Kericho Green
stadium was awarded to a construction company on 4 September, 2024 at a contract sum
of Kshs.408,000,000. Review of correspondences confirmed that the Principal Secretary,
Internal Security and National Administration through a letter dated 19 July, 2023 had
notified the Principal Secretary, State Department for Sports and the Arts that the
Mashujaa day celebrations for year 2023 would be held in Kericho Green Stadium. The
information was communicated to the Director General of Sport Kenya. A letter dated 18
July, 2023 from the Director General Sports Kenya informed the County Governor of
Kericho about the decision of a high-level delegation and the County Government was to
refurbish the Eastern Pavilion while Sports Kenya Management was to refurbish the
Western VIP Pavilion.

Review of the procurement documents revealed the following anomalies;

i. Invalid Contract

Note 27.2 to the financial statements indicates an amount of Kshs.408,000,000 on
rehabilitation of works for Kericho Green Stadium. Audit review of payments vouchers
and support documents revealed that the contract was signed on 4 September, 2023.
However, by the time of signing, the entity had already engaged with the contractor even
before the procurement process commenced as evidenced by a letter and designs by the
construction company dated 19 July, 2023.
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In the absence of an explanation, it was not possible to confirm adherence to the
procurement process.

ii. Commencement of Works before Signing of the Contract

The contract was signed on 4 September, 2023 between Sports Kenya and the
contractor. In a letter dated 5 September, 2023, from the State Department for Public
Works to Sports Kenya, it was cited that the contractor had achieved 50% progress and
a payment of Kshs.183,600,000 was due to the contractor. It is not practical for the
contractor to achieve 50% progress a day after signing the contract unless the contractor
had already commenced works before the signing of the contract.

iii. Acceptance of Award before Approval of Professional Opinion

The statement of professional opinion and a letter of award to the contractor were done
on 14 August, 2023. However, the acceptance of award by the contractor was done on
11 August, 2023, three days before approval and notification of award.

iv. Certificate of Registration with NCA

Audit of tender documents revealed that the contractor registered with National
Construction Authority on 29 July, 2023 while on 19 July, 2023 the contractor had
interacted with Sports Kenya and submitted some designs for Kericho green Stadium.
No satisfactory explanation was provided for this anomaly.

In the circumstances, Management was in breach of the law and the regularity of the
expenditure could not be confirmed.

5. Irregular Award of Tender for Refurbishment of Bukhungu Stadium

According to the records, Bukhungu stadium in Kakamega County was earmarked to host
the African Nations Championship (CHAN 2024) games scheduled for September 2024.
Available information confirmed that phase | and Il of the works was awarded by the
County Government of Kakamega to a construction company. Further, phase lll of the
works was awarded to the same contractor by Sports Kenya Management at contract
sum of Kshs.760,134,488. In the year under review, an amount of Kshs.152,026,897 was
paid for the value of works undertaken. Review of the procurement records revealed the
following anomalies;

i) Non-Provision of Memorandum of Understanding
It was not possible to confirm the scope of works to be undertaken since a memorandum
of understanding and agreements were not provided for review.

ii) Delay in Completion of the Project

The award of the phase lll to the contractor was on assumption that phase |l would be
complete to ensure there was seamless continuation of the project execution. However,
physical verification of the project on 24 September, 2024 revealed that phase |l was still
incomplete. Further, phase Il works were still behind schedule.

Report of the Auditor-General on Sports Kenya for the year ended 30 June, 2024
6



iii) Unspecified Scope of works

Review of the bills of quantities for phase Il of the Contract revealed that the works only
included lower tier of the Circular Right - C Section. However, review of the designs at
the site office revealed that the stadium terraces comprise of lower and upper tiers. It was
not clear why the contract was split to only include the lower level and how the upper level
will be contracted. An effort to get BQs for phase | and Il and agreements indicating the
scope of work to be carried out by both County Government and Sports Kenya were not
provided for review and therefore not possible to confirm the scope or if there was any
duplication of works.

In the circumstances, the value for money and propriety of the expenditure could not be
confirmed.

6. Irregular Award of Tender for Refurbishment of Masinde Muliro - Kanduyi
Stadium

The statement of financial position and Note 27.2 to the financial statements reflects a
balance of Kshs.596,768,576 in respect of rehabilitation works for the stadium. The total
cost of the rehabilitation works was to be Kshs.799,142,400. Review of the procurement
records revealed that the contract was signed before acceptance of the award. The
professional opinion dated 28 February, 2024 was approved on 28 February, 2024. The
contractor was notified of the award on 29 February, 2024 and the contractor accepted
the award on 4 March, 2024. However, the contract was signed by both parties on 1
March, 2024 three days before the acceptance of the award.

Further, Section 35 and 35.1 of the tender documents indicates that, the contract shall
not be signed earlier than at the expiry of a standstill period of 14 days to allow any
dissatisfied tenderers to launch a complaint.

In the circumstances, the regularity of the procurement could not be confirmed.

7.0 Incomplete and Stalled Projects

The statement of financial position and Note 27 to the financial statements reflects work
in progress balance of Kshs.6,171,122,694. Review of projects implemented by
Management revealed the following unsatisfactory matters;

7.1 Construction of Kamariny Stadium

Management awarded a contract for the construction of 15,000-seater stadium complete
with a standard football field, borehole and associated water storage facilities, electrical
and mechanical works and eight (8) lane tracks with field events facilities at the stadium
at a contract sum of Kshs.287,837,775 on 6 September, 2016. As at 30 June, 2024, an
amount of Kshs.87,140,833 or 30 % of the contract sum had been paid to the Contractor.
However, the construction had stalled since 2017 while the contractor was not on site.
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7.2 Construction of Kipchoge Keino Stadium Phase |

Management awarded a contract for the construction works at Kipchoge Keino Stadium
Phase 1 at a contract sum of Kshs.304,204,413. The scope included 15,000-seater
stadium complete with a standard football field, a boundary wall with gates, a borehole
and associated water storage facilities and car park area. The contract sum was revised
by an amount of Kshs.65,493,560 increasing the contract sum to Kshs.369,697,973 on
16 August, 2016 with expected completion date of 30 January, 2023. As at 30 June, 2023
an amount of Kshs.326,816,952 or 88% of the contract sum had been paid to the
contractor. However, physical verification of the project on 5 March 2024 revealed that
the phase | works had not been completed and the works had stopped as the contract
termination process was underway to pave way for AFCON requirements.

7.3 Construction of Kipchoge Keino Stadium Phase |l

Management awarded a contract for construction works at Kipchoge Keino Stadium
Phase Il for a sum of Kshs.325,829,431 on 18 August, 2017. The scope of works included
the construction of 5,000-seater pavilion, boundary wall with gates, a borehole and
associated water storage facilities, lifts, car park area, installation of a generator, electrical
and mechanical works. The project completion date was 30 January, 2023. Review of the
Project Status Report revealed that the Contractor had been paid amounts totalling
Kshs.260,824,736 or 80% of the contract sum. However, the contractor had abandoned
the site due to delayed payments and the project had stalled.

In the circumstances, the value for money spent on the project could not be confirmed.
7.4Construction of Karatu Stadium

Management awarded a contract for the construction works at Karatu stadium at a
contract sum of Kshs.259,604,780. The scope of works included 1,500-seater pavilion, a
standard football field, a borehole and associated water storage facilities, electrical and
mechanical works and a 6-lane track with field events facilities. The contract period was
eight (8) months from 16 September, 2016 and amount paid to the contractor was
Kshs.217,128,309 or 83.6% of the contract sum. Physical verification revealed following
anomalies;

i) The 1,500-seat pavilion was yet to be completed, but there were workers on site and
the works were progressing. Further to this, it was noted that the pavilion works had
poor workmanship. The main bars had honeycombs and could be seen on the
columns. It appears the ratios in the mixing of motor and gravel was not to the
standards making gravel to separate with the motor thus exposing the metal and
weakening the strength of the beams.

ii) The perimeter wall had caved in and had not been repaired, the car park had not
been done and the borehole had also not yet been dug as at the time of the audit.

In the circumstances, the value for money could not be confirmed.

Report of the Auditor-General on Sports Kenya for the year ended 30 June, 2024
8



7.5 Construction of Wote Stadium

Management entered into a contract for the construction works at Wote stadium at a
contract sum of Kshs.299,309,555. Construction works included 1,500-seater pavilion, 8
lane tracks with field events facilities, a standard football field, boundary wall with gates
and a borehole with associated water storage facilities for a period of five (5) months from
5 January, 2017 to 31 May, 2018. Extension of time was granted revising the completion
date to 30 March, 2023 and amount paid to the contractor was Kshs.196,482,231 or

65.6% of the contract sum.

However, physical verification revealed that there was a change of site by the County
Government of Makueni which led the contractor to incur additional costs which were not
in the original bill of quantities due to the need to stabilize and compact the land. It was
further noted that for the new site where the stadium is constructed, no feasibility study
was conducted before commencement of work hence the contractor is facing challenges
of compacting and levelling the land especially on the western side where the VIP pavilion
is to be done. Further, the project was incomplete, and some variations were done without
approval like for instance, the drainage. In addition, it was established that incidences of
theft on site materials were witnessed and therefore affecting work progress and
mechanical and electrical works were subcontracted by Sports Kenya and not by the main
contractor.

In the circumstances, the value for money incurred on the project could not be confirmed.
7.6 Construction of Ruringu Stadium

Management entered into a contract for the construction of Ruringu Stadium in Nyeri
County at a contract sum of Kshs.288,045 530 on 5 January, 2017 with expected
completion date of 5§ August, 2017.The contract was later revised to Kshs.358,245,530
which was an increase of 24.4%. According to the financial records, an amount of
Kshs.302,082,728 had been paid to the contractor. However, physical verification
revealed that the Project was not complete, and the contractor was not on site seven (7)
years since commencement.

In the circumstances, the propriety of the expenditure and value for money could not be
confirmed.

7.7 Construction of Kirubia Stadium

Records provided for audit indicated that the project had been completed with a total
amount of Kshs.274,208,855 paid. However, physical verification carried out in March,
2024 identified some anomalies that Management had not provided any information on
progress done to rectify them. Further, Management had not provided ownership
documents of the land on which the stadium is constructed.

In the circumstances, the value for money realized from the expenditure of
Kshs.274,208,855 could not be confirmed.
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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 THE 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, | confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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 governance.

In preparing the financial statements, Management is responsible for assessing the
Sports Kenya'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

Report of the Auditor-General on Sports Kenya for the year ended 30 June, 2024
10



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 Sports Kenya'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 (ISSAIs). 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
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.

AUDITOR-GENERAL

Nairobi

30 December, 2024
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