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REPORT OF THE AUDITOR-GENERAL ON THE TEA BOARD OF KENYA FOR THE
YEAR ENDED 30 JUNE, 2024

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

1. 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;

2. 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,

3. 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.

An Unmodified Opinion is issued when the Auditor-General concludes that 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 aim to address the Auditor-General's statutory roles and
responsibilities 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.
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REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of The Tea Board of Kenya set
out on pages 1 to 53, which comprise the statement of financial position as at 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 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, the financial statements present fairly, in all material respects, the financial
position of The Tea Board 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 Tea Act, 2020 and the Public
Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAls). | am independent of the Tea Board of Kenya Management in
accordance with ISSAl 130 on the 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 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. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Years Issues

Review of the prior year reports of the auditor General revealed that the entity had not
resolved several issues as listed below. This contravened the requirements of the
National Treasury circular No.NT/IAG/GEN/252(12) on Head of public service directive in
regards to zero fault audit which directed the Ministries, Departments and Agencies to
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ensure that they close all the issues raised by the Auditor General for the financial years
2021/22 and 2022/23. These includes: -

I.  Inadequately constituted Board.

Il.  Unapproved investment in fixed deposit account in commercial Bank.
lll.  Lack of Tea Act Regulations
IV.  Staff Under establishment.

In circumstances, the Board contravened the provisions of the National Treasury Circular
No.NT/IAG/GEN/252(12).

Other Information

The Board Management is responsible for the other information set out on page i to Ixv
which comprise of Key Entity Information and Management, The Board of Directors,
Management Team, Chairman’s Statement, Report of the Chief Executive Officer,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting, Report of the Directors, Statement of Directors
Responsibilities, Statement of Performance Against Predetermined Objectives. The
Other Information does not include the financial statements and my audit report thereon

In connection with my audit on the Board’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.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

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

The Tea Board of Kenya is a State Corporation in the Ministry of Agriculture and Livestock
Development established by Tea Act No. 23 of 2020 to develop, regulate and promote
tea sub-sector. However, as at 30 June, 2024, several regulations had not yet been
enacted to operationalize the Tea Act, 2020. Core functions that require regulations for
implementation are listed in the table below:

Section of the Act Functions Needing Regulations
21(2) Registration of Small-Scale Tea Growers and Medium
Scale Tea Growers
23(2) Registration Of Large-Scale Tea Growers
24 Issuance of Tea Grower Certificates
25(3) Licensing of Manufacturers
28(3) Registration of Warehouse Operator
29(3) Registration of Tea Packers.
33(4) Registration of Management Agents
35(3) Registration of Tea Auction Organizers
37(3) Registration of Commercial Green leaf transporters
38(3) Registration of commercial Tea Nurseries
48(2) Tea Value Addition
49(2) Appointment of Crop Inspectors
53(4) Establishment of Tea Levy

In circumstances, the Board risk having no legal framework for carrying out its core
functions as stipulated in the Tea Act, 2020.

2.0 Compensation of Employees

2.1 Irregular Payment of Allowances

The statement of financial performance reflects employee cost of Kshs.155,767,000
which includes salaries and allowances of Kshs.117,888,8000 as disclosed in Note12 of
the financial statements. However, the following anomalies were observed:

i.  The Management irregularly paid acting allowance amounting to Kshs.294,645 to
four(4) staff for more than six(6) months.
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ii. The entity's payroll for the year under review revealed that a total of Kshs.80,368
was paid irregularly to one(1) staff as special duty allowances for more than six
(6) months.

This was in contravention of Section C.14 (1) of PSC Human Resource Policies and
Procedures Manual for the Public Service of 2016 which states when an officer is eligible
for appointment to a higher post and is called upon to act in that post pending
advertisement of the post, he is eligible for payment of acting allowance at the rate of
twenty percent (20%) of his substantive basic salary. Acting and special duty allowances
will not payable to the officer for more than six (6) months.

In the circumstances, Management was in breach of the human resources policies and
procedures.

2.2 Non-Compliance with Law on Ethnic Composition

During the year under review, the total number of employees was one fifty six (56) out of
which twenty four (24) or 43 % of the total number were members of the same ethnic
community. This is contrary to Section 7(1) and (2) of the National Cohesion and
Integration Act, 2008 which states that, “all public offices shall seek to represent the
diversity of the people of Kenya in employment of staff and that no public institution shall
have more than one third of its staff establishment from the same ethnic community”.

In circumstances, the Board was in breach of the law.
2.3 Non-Compliance with the One Third of Basic Salary Rule

Review of the payroll presented for audit verification revealed that some five(5)
employees received a net salary of less than one third of the basic salary. Further, four
employees received Nil salary in the month of April. This was contrary to the provisions
of Section 19 (3) of the Employment Act, 17 of 2007 which requires that deductions made
by an employer from the wages of his employee at any one time shall not exceed two
thirds of such wages.

In circumstances, the Board was in breach of the Law
3. Failure to Prepare of Car Loan and Mortgage Financial Statements

The Tea Board of Kenya has a functional staff car loan and mortgage scheme, they did
not prepare the financial statements. This was in contravention of Section 164(3) of the
Public Finance Management Act, 2012 which states that the accounting officer shall
prepare the financial statements in a form that complies with relevant accounting
standards prescribed and published by the Public Accounting Standards Board from time
to time.
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In circumstances, the Board was in breach of the law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The
standards require that | comply with ethical requirements and plan and perform the
audit to obtain assurance about whether the activities, financial transactions and
information reflected in the financial statements comply in all material respects, with
the authorities that govern them. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my conclusion.

REPORT ON 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 Conduct Governance Audit

The entity's board did not initiate governance audit during the year under review. This
was contrary to the requirement of Mwongozo code of conduct for state Corporations
issued under presidential Executive Order No.7 dated 25 March,2015 ,under item1.13
which states that the Board of Directors in consultations with the State Corporation
Advisory Committee is required to initiate governance audit of the company through an
institute of certified public secretaries of Kenya (ICPSK) member and that the
governance audit should among other areas cover the governance practices of the
organization.

In circumstances, the Board is in contravention with Mwongozo code of conduct.
2. Irregular Composition of Board Committees

Review of the Board records provided for audit verification including the financial
statements and board composition paper revealed that all the four committees of the
Board of Audit and Risk, Human Resource and Finance, Strategy, market promotion
and research and development and Regulations, compliance and capacity building had
more than one third of the board members.
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Further, most members belonged to more than two committee contrary to section B.4
of the Head of Public Service circular No. OP/CAB.9/1A which states that members
can only sit in a maximum of two committees.

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

3. Board Involvement in the Management of the Entity Operations

Review of the records provided for audit including the payment vouchers revealed that
the Board undertook activities that are of management in nature namely; consultative
forum, West rift caucus, among others. This is in contravention of section D.2 of the
Head of public service circular No. OP/CAB.9/1A on management of state corporations
which dictates that the board oversight in fieldwork or projects can be secured through
the executive team led by the Chief Executive Officer, internal audit or other
government agencies under the framework of one Government approach. Analysis of
board budget expenditure as per statement of comparison of budget and actuals
revealed that the approved budget of board expenses reflected Kshs.20,680,000
against actual expenditure of Kshs.28,698,000 leading to unauthorized expenditure of
Kshs.8,018,000.

In circumstances, the Board is in contravention of the Public Service circular.
4. Staff Under Establishment

During the year under review, examination of the human resource records provided for
audit revealed that the Board has an approved staff establishment of one hundred (100)
staff against fifty-six (56) staff members in post thus resulting in an overall under
establishment of forty-four (44) personnel with some posts having zero employees.

In the circumstances, the Board lacked the requisite staffing levels to be able to run the
day-to-day activities thereby adversely affecting delivery of its mandate as stipulated by
law.

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 the Board of Directors
Management is responsible for the preparation and fair presentation of these financial

statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as management determines is
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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 control, risk management and overall governance.

In preparing the financial statements, management is responsible for assessing the Tea
Board of Kenya ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
the management aware of the intention to liquidate the Board or 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 The Tea Board of
Kenya financial reporting process, reviewing the effectiveness of how the entity 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 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.
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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

Fcpmﬁ&cas

AUDITOR-GENERAL

Nairobi

30 December 2024
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