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l. Acronyms and Glossary of Terms

BOM Board of Management

CEB County Education Board

IPSAS International Public Sector Accounting Standards

KCSE Kenya Certificate of Secondary Education

PFM Public Finance Management

PSASB Public Sector Accounting Standards Board

FY Financial Year

FDSE Free Day Sccondary Education

II
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2. Key School Information and Management

(a) Ilackground information

The school is a day school and had794 students as at 3Ah June 202l.lt has 13 streams and25
teachers of which 5 teachers are employed by the School Board Of Management.

(b) School Board of Management - Board Members

The School Board of Management established under Section 55 of the Basic Education Act,
2013; is composed of the following members:

Chairman 2t/st20t9I David K Nganga
2v5t20192 Cecilia Kimani Vice Chair

-) Secretary - Principal 2Ust20t9
I'.A Chair Member 2U5120194

Pilister Tonui
John Muturi

2U5120195

2Ust20t96
2Ust20t9

8

Elizabeth Ndungu
Geoffrey Kariuki

Susan Kimani M cnr bcr 2U5t20t9
9 2U512019Beneah Sakwa Me mber

t0 Reuben Macharia 2U5/20t9
il Member 2U5120t9

2t/5/2019t2 Mary Nyambuti
Peter Maina

Member
Member 215t2019Jane N junul13

t4 Ithoda Nieri Mcmbcr 2vst20t9
Mcmbcr 2v5120t9t5 Scola Wanjiru
Member 2Ust20t9r6

2v5t2019l7 M crn bcr
Member -REP CEB,18
Member Rep Teachers

l
lo

John Kamau Mwangi

llq,ly-ryiel
Rhoda Njeri
Peter Maina

il 3 Members - Sponsor

lr

David Nganga
Jane Njumu,
Mary Nyambu
Cecilia Kimani MemberSpecial Needs

* 2U512019Joseph Gitau

III

Rc Studcnts

Theschool is domiciled in Kenya and its operations are governed under the Basic Education Act,
2013. It is located in Nakuru County, Nakuru East Sub-County

The school was registered in 0212006 under registration number GPlAl377612006 and is currently
categorized as aSub County public school established, owned or operated by the Govemment.

i Nlntc of Boarrl IVlcnrber lI)csi tion Date of a intlncnt

Il

Mcmbcr
M cnr bcr

Boaz Kalos Mcnrbcr

Member

lt
2U5t20t9
2t/st20t9

2t/5t2019
2Ust20t9

I

L

l

I

ll
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The function of the School Board of Management include:
. Promote the best interests of the School and ensure its dei/elopment.
o Promote quality education for all pupils in accordance with the standards set under the Basic

Education Act,20l3
. Ensure and assure the provision ofproper and adequate facilities for the School
c Manage the School's affairs in accordance with thc rules and regulations governing

occupational safety and health.

" Advise the County Education Board on the stalfing needs ofthe School.
. Determine cases of pupils discipline and make reports to the CEB
. Prepare comprehensive termly report on all areas of its mandate and submit the report to CEB
o Administer and manage the resources of the School
o Receive, collect and account for any funds accruing to the institution in accordance with

Article226 (l) (a) of the Constitution of Kenya, Section 8l of the Public Finance
Management Act,2012 and the Fourth Schedule para 2l and23 of the Basic Education Act.
2013.

(c) Committees of the Board

I Executivc Committcc
Davici l(anrru Chai rso n

CeciliE Kini:ir:i 6/6

1

J

Finance,Procu remen t and
cncral Pur com ittec

Acadernic Committcc

Pilistcr'l'c,nrri
Euos Kalo
Jr-.hn l,'1rrt':i

P ilislcr Tr;ni.,r

Daviii N
Geolfrev I(a Mernbcr
Eiizabclh N<ii,., ,4i rnenrbcr

616

6t6
6/6

4t4
414

3/4
4/4

Academic Coordinator 6t5
Rc resentatr ve 6/6
Academic Coordinator 6/6
lit: resentalr ve 6/6

---.1

i,l{r____I

Pilistcr l'.)r iir
Jaire lrl !!-L3l
Pctel N4..\ or: .:

Elizabe'.f, l' l, i rr,'*! _
Robcn 6!r

Chai

1

I

4t4

Mernbe r
Member

Secret
Bom Chair

---r
l)cvckr nrcnl ('onr nr iltcc

t\,

r/allir Secrela
rson

414 __J

N rrrrrbcr
urecting-:
attentL rl
du ri n,,. :ir,r

N:tmc (b m nr il tec N :rtion

N, i,rlr)u1l- --

I
6/6

Vice Chaimerson
Secretary
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Member
Pilister Tonui Member 414

John Muturi Member 414 i

Cecilia Kimani Member 4/4
Boaz Kalos Member 4/4

5

Discipline and Welfare
Committee

6 Adhoc Committcc

Pilister Tonui Principal 8/8
Beneah Sakwa Parent 8/8

Susan Kimani Parent 8/8
Enos Kalos Parent 8/8

Robert Kagwaini Chairperson t/l
Adams Kikwai Secretary lt
Christine Nvamu member lt
JaneMacharia member Ul

member t/t
David N ioroge member Ut
Peter mwaura member t/t

Clarice Mwita 4/4

For the financial year ended 30th June 2021 the School day-to-day management was under the
following persons:

TSC No.307006

ID No.8949149

(c)Schools contacts

Post Office Box
Telephone:
E-mail:

9668-20|l2
0 il 2498539
h i I lcrestsecsch l@yahoo.com

(f)School Bankers

The following school operated Six number of bank accounts in the lollowing banks: (all accounts
including CDF accounts are included)

Name of Bank: Co-operative
Branch: Nakuru
AccountNumber: 01141087537300

I Principal Pilister Tonui TSC No.390482

Robert Kagwaini2 Deputy Principal

-) School Bursar Jane Macharia

ID No.321235844 Accounts C lerk Kirnutai Benson

Kimutai Benson

d) School operation Management

Rcf: Designation Name Itlcn tification
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2 Name ofBank:
Branch:
Account Number

Name ofBank:
Branch:
Account Number:

Name ofBank:
Branch:
Account Nurnber:

Name of Bank:
Branch:
Account Number:

Co-operative
Nakuru.
0il4t08753330r

Co-operative
Nakuru
0 r r 3908753300

Co-operative
Nakulu
011390875370r

F-amily
Nakulu
0 r8000073724

.,

4

5

6. MPESA Pay Bill No.400222 attached to 0l141087537300 bank account

(g)Independent Auditors

Office of the Auditor (ieirer:rl

Anniversary Towe rs, Ltni'*'ersit,r, Way
P.O. Box 30084
GPO 00r00
Nairobi, Kenya

VI
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Summary Report of Performance of The School

The following is a summary report of the performance olthe school against the set performance

evaluation criteria:

a) Financial performance:

I,01.1,632.25

2000000

1500000

r SCHOOL FUND ACCOUNT

1000000
! OPERATION ACCCUNT

E TUITION ACCOUNT
500000

I

I

o+
202-i 20 18

r INFRASTRUCTU RE

ACCOU NT

-s00000

- 1000000

SURPLUS/DEFICIT FOR THE YEAR AND A COMPARISON OF THE SAME FOR THE LAST
THREE YEARS

2020 2019 2018sNo ACCOUNTS 2021

Kshs Kshs Kshs

School Fund Account

Kshs

'794.627.00 348.544.00 827,4'73.00 1.563.363.00

) o erations Account 812.465. l5 474.588.90 515.653.20 7 t0.t74.30

J Tuition Account 163.004.00 3.458.95 728,670.50) I 8l .443.55
Infrastructure
Account l. r00.663.00 (66s,43 r.00) 0 0

ToTAL 2,870,759.15 788,016.9 61,t,{55.70I

VII

3.

I
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GOVERNMENTS GRANTS FOR OPERATION A/C AND TUITION A/C FOR THE LAST
THREE YEARS

sNo ACCOUNTS I 202t 21t20 20t9 (
2018

KSIIS KSIIS

I Operations Account 6,050,272.t5

KSTIS

4,801 ,904.00 6,846,674.95

KSIIS

5,392,875.00

) Tuition Account 949.995.00 1.318,350.00 2,462,727.t2 2.650,862.55

Tota l 7,000,267. l5 6,120,25{.00 9,J09,.t02.07 8,0J3,737.55

8000000

7000000

6000000

5000000

4000000

3000000

2000000

1000000

0

r OPERATION ACCOUNT

r TUITION ACCOUNT

202t )020 2079 2 018

VIII
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202t 2020 2019 2018SNO ACCOUNTS
KSIIS KSIIS KSHSKSHS

8,04J.'7J7.55Tota I 7,1t00,267.15 6,120,25{.00 9,309,402.07

I No of Students 689 681 657 606
Ratio of Capitation per
student l: 10160 l:8960 l: 1,1169 l:,13273

16000

14000

2000

0000

8000

000

000

CAPITATION PER STUDENT

2020 20L9

' CAPITATION PER STUDENT

000

0

202r

IX

RATIO OF GOVERNMENTS GRANTS PER S'I'UDENT FOR THI' LAST THREE YEARS

I

2018

r
r

L
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I OVERVIEW OF GROWTTI IN EXPI.]NDITI.IIIE OF THE SCIIOOL
sNo ACCOUNTS 2021 20211 2019 201 8

Kshs Kshs Kshs Kshs

I

School Fund
Account 4,645,359.00 1,961,866.00 5,6t0,9r2.00 8,461,678.00

2 Operations Account 5,237,807.00 s,276,492.90 6,331,02t.75 3,691,353.00

3 Tuition Account 786.99 r .00 t,3 r4.89 t.05 3,19t,397.62 I,882,946.00

4
Infrastructure
Account r.687.337.00 3,763,43 1.00

12,J57,{9{.(X) l2,J 16,6{i0.95 15,133,331.37 14,0t5,977.00'l'ota I

'' SCHOCL FUND ACCOUNT

,OPERATION ACCOUNT

TUITION ACCOUNT

I I{ TRASTRUCTURE ACCOUNT

202L 2020 20L9 2018

x

9000000

8000000

7000000

5000000

5000000

4000000

3000000

2000000

1000000

0 I
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15000000 -

14000000

12000000

10000000 -

8000000

6000000

4000000

2000000

r DEBTORS

r CREDITORS

0

202L 2020 20L9 70t8

2000000

MOVEMENT OF DEBTORS AND CRE,DITORS OT'THE SCHOOL FOR THE LAST THREE
I

YEARS

2021 2021) 2019SNO
ACCOUNT
S 2018

KSIIS KSIIS KSI{S KSHS

ll Debtors t4.968,941.66 14,208,233.00 13.487.587.90 9.948.889.00

b Creditors 1,979,776.00 |,t27,370.00 (303,099.00) r 76.039.00

XI
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MOVEMT]NT oF CASII AND BANK BALANCT]S
SN
o ACCoTINTS 2021 2020 2019 20r8

KSIIS KSIIS KSHS KSTIS

I School F'und Account 37,993.00 r.303,853.00

.,,
Operations Account 670,927.90

l-uition Account

26,39J.00

897,712.00

l 64.248.85

8t4,727.64 21.070.00

5.32i.00

I,il0,16t.00
2.'9{97,0,19.49

1.864.05

4

Infi'astructure
Account
'fotal 710.78{.95

730.534.55

2,014,387.55 |

J

1400000

Iu
?018

0000072

fl SCHOOL [UND

, OPERATION ACCOUNT

., TUITION ACCOUNT

INFRASTRUCTURE

ACCOUNT

1000000

80000c

600000

400000

200000

0

2021 20zo 2119

tl
t



Ref:
I TEACT{ER STUDENT RATIO
) POSTT]D/RECRUITED TEACHERS
_) TRANSFERED/RETIRED TEACH ERS

)
0

4 EMPLOYED TSC TEACI]ERS 20
E,MPLOYED BOM TEACHERS 5

6

I

SIIBJECT TEACIIERS
CHEM/PIIY
ENC/t-IT J

CTIEM/MA'fII )
tlto I

GEO/CRII I

ENG/CI{t]
BIO/AGIII

I

YEAR

202L

2020

2079

CAPI|ATION

700267.2

6720254

9309402

PAYMENfS

72357494

12315581

15 r.33331

6L40253

8430664

L5747787

DEBfORS

14968941

14208233

73487587

BAL

2987049

26393

710785

2870759

-7880L7

674455.7
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Grophical presenlolion governlmenl grants,student ralio,paymentss,incomecreditorsdebtors

c a s h & ba n k ba I a nc es,s urp I us/deJi c i t
STUDENf'S
RATIO

10160

8960

14159

CASH&BANK
INCOME SURPLUS/OEFtCtT

8000000

6000000

4000000

000000

000000

000000

00000

00000

.2021

.2020

r 20190000

0

0000

Tcacher Student ratio

NUMI}ER,
l:39

cREOltoRs

7979776

Lt27370

-303099

)

XIII

)

I

I
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KISW/CRE

BS/Cllo
KISW/HIST
GEO/KIS

c)Mean score in the LAST three-yearsKCSE

YEAIT

SCHOOL MEANSCORD
NO.OF CAr.,'DID/.^TES
STUDE,NTS TRA}.ISITION
TO HIGI{ER I-DI.R},JING

d)Numbcr of Candidates in thc 2021 KCSE:

YEAR

NO.O[" C ri N D l i-',.n'l-F.S

e)Capacig of the s.r!rool:
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20t9 20t8
I l9 ll5
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)
4

')
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lv{OE j In progress
I

*
A

o

t687331

t5 L UNt;Ali

tuL ?$it

(c

CHEM/GE,O I

Ilt(),/Mn ilI I I

cEo/Hrsr' I

MAl'll/Pl-t\ )
I

I

I

Rcf:
2020

I 3.78
li0

2019
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4. Statement of School Management Responsibility

Section8l (l)ofthePubticFinanceManagementAcr,2012requiresthat,attheendofeachfinancial
year, each National Government School shall prepare financial statements in respect of that school.

Section 8l (3) requires the financial statements so prepared to be in a form that complies with
levant accounting standards as prescribed by the Public Sector Accounting Standards Board

PSASB) of Kenya from time to time

chedule 4 (Section 23) of the Education Act, 2013 requires the Board of Management of a public

stitution of basic education to be keep all proper books and records of accounts of the income,

penditure and assets ofthe institution

e Board of Management of Hillcrest Secondary School accepts responsibility for the school's

ancial statements, which have been prepared on the Cash Basis Method of Financial Reporting,

ing appropriate accounting policies in accordance with Intemational Public Sector Accounting

ndards (IPSAS)

e I} rd o Maoa
of h sta o f hC sc oo

oc ltlen S o i rh oI p II t1 a co hoo s fina t1 c a Statemcn Sh h o tr c and la re a u

n S s dun l1o h fi nal1c a ca r Cl1ded J0S tra ilc on th u lt 202 an o hJ d I ch c v
ool's financiai position as at that date

e: Edrvard Mureithi
gn Chairman, School Board of Management

:Naomi Mwa 6'.
ngl

+{Lq
ationr

tcl,
n

-
D

D

SCh o^1 Piirieipal & Secretary to Board of Managemen'.

tq\ -1 I
.)

L

Na .Iane M:rcharia
ation: Bursar/ Irinance Olficer

Dnt A \oa'-(,ouP
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info@oagkenya.go.ke
e: www. oagke n ya.go. ke GH HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-oo1oo
NAIROBI

OFFICE OF THE AUDITOR.GE]{ERAL

l.t t,r , i t! 1(it) ntdhilit.t

REPORT OF THE AUDITOR.GENERAL ON HILLCREST SECONDARY SCHOOL
FOR THE StX (6)MONTHS'PER|OD ENDED 30 JUNE, 2021 - NAKURU COUNTY

PREAMBLE

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

A. Report on the 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.

Report on Lawfulness and Effectiveness in Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazefte notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure
Government achieves value for money and that such funds are applied for the
intended purpose.

Report on Effectiveness of lnternal 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.

e
unmodified opinion does not necessarily mean that an entity has complied with all
vant laws and regulations and that its internal controls, risk management and
ernance systems are properly designed and were working effectively in the financial
r under review.

three parts of the report are aimed at addressing the statutory roles and
onsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
ic Finance Managemenl Act,2012 and the Public Audit Act, 2015. The three parts
e report when read together constitute the report of the Auditor-General.

ORT ON THE FINANCIAL STATEMENTS

lified Opinion

e audited the accompanying financial statements of Hillcrest Secondary School -
ru County set out on pages 1 to 11, which comprise of the statement of assets and

of the Auditor-General on Hillcrest Secondory School for the sk (6) months' period ended 30 June, 2021 -
County

I

N
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o
liabilities as at 30 June,2021, and the statement of receipts and payments, statement of
cash flows, and statement of budgeted versus actual amounts for the six (6) months'
period 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. 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.

ln 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 Hillcrest Secondary School - Nakuru County as at
30 June, 2021, and of its financial performance and its cash flows for the period then
ended, in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and comply with the Public Finance Management Act, 2012 and the Basic
Education Act, 2013.

Basis for Qualified Opinion

1. lnaccuracies and Presentation Anomalies in the Financial Statements

ln the circumstances, the accuracy and completeness of the balances in the financial
statements could not be confirmed.

2. Unsupported Cash and Bank Balances

The statement of assets and liabilities reflects a bank balance of Kshs.2,870,782 and
cash in hand balance of Kshs.118,067 as disclosed in Notes 12 and 13 to the financial
statements respectively. However, Management did not provide a board of survey
report and bank reconciliation statements for all the school bank accounts to support the
balances.

3. UnsupportedAccountsReceivables

The statement of assets and liabilities reflects accounts receivables balance of
Kshs.14,968,942 which is made up of students fee balances of Kshs.11,662,992 or
79% which had remained outstanding for over one (1) year. Further, Management did
not provide debtors listing and aging analysis for audit. ln addition, there was no policy

Report of the Auditor-General on Hillcrest Secondary School for the six (6) months' period ended 30 June,202l -
Nakuru County

2

The statement of assets and liabilities reflects net financial assets balance of
Kshs.15,975,015 instead of Kshs.15,978,015, resulting in a casting error of Kshs.3,000
which was not corrected. Further, the amount of payments for operations is reflected in
the statement of cashflows as Kshs.5,238,807 instead of Kshs.5,237,807, resulting to
uncorrected error of Kshs.1,000. ln addition, the annual report and financial statements
are indicated as 'for the year ended 30 June, 202f instead of 'for the six months' period
ended 30 June, 2021'.

ln the circumstances, the accuracy, completeness and existence of the cash in hand
balance of Kshs.118,067 and bank balance of Kshs.2,870,782 could not be confirmed.



on the impairment of long outstanding fees arrears casting doubt on the fair statement
of the accounts receivables balance.

4. Unsupported Accounts Payables

The statement of assets and liabilities reflects accounts payables balance of
Kshs.1 ,979,776. However, the disclosure Note is indicated as Note 14 instead of Note
15 to the financial statements. Further, the detailed movement schedule indicating the
particulars of creditors, opening balances, purchases and payments made during the
period to arrive at the closing balance were not provided for audit.

ln the circumstances, the accuracy and completeness of accounts payable balance of
Kshs.1 ,979,776 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Hillcrest Secondary School Management
in accordance with ISSAI 130 on Code of Ethics. I 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. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my qualified opinion.

EPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
ESOURCES

onclusion

s required by Article 229(6) of the Constitution, based on the procedures performed,
xcept for the matters described in the Basis for Conclusion on Lavufulness and
ffectiveness in the Use of Public Resources section of my report, I confirm that,
othing else has come to my attention to cause me to believe that public resources
ave not been applied laMully and in an effective way.

asis for Conclusion

Late Submission of Financial Statements to the Auditor-General

uring the year under review, the School Management did not submit the financial
tements to the Auditor-General by the statutory date of 30 September,2021 but the
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ln the circumstances, the existence, accuracy, completeness and recoverability of the
accounts receivables balance of Kshs.14,968,942 could not be confirmed.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.



financial statements were submitted on 08 May, 2024. This was contrary to Section
a7() of the Public Audit Act, 2015 which requires that financial statements should be
submitted to the Auditor-General within three months after the end of the fiscal year to
which the accounts relate.

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

2. Transfer of Funds to Kenya Secondary Schools Heads Association

The audit noted that the School transferred co-curricular funds totalling Kshs.34,000 to
Kenya Secondary School Heads Association (KESSHA), a private welfare organization
that draws its membership from school principals and is not subject to the Public
Finance Management Act, 2012 or any other public finance regulations. KESSHA is not
defined in Government funding system and there is no assurance that it has
implemented effective, efficient and transparent financial management and internal
control systems to manage the co-curricular funds transferred by the School.

ln the circumstances, the value for money from the transfer of Kshs.34,000 could not be
confirmed.

3. Lack of a Prequalified List of Suppliers

Review of the procurement procedures for the period under review revealed that the
Schooldid not have a prequalified listof suppliers as perthe provisions of Section 57(1)
of the Public Procurement and Asset Disposal Act, 2015 which requires the head of the
procurement function of a procuring entity to maintain and update lists of registered
suppliers, contractors and consultants in the categories of goods, works or services
according to its procurement needs.

ln the circumstances, the School Management was in breach of the law.

4. Failure to Prepare an Annua! Procurement Plan

During the year under review, the School did not prepare a procurement plan as
required by Regulation 40(1) of the Public Procurement and Asset Disposal
Regulations, 2020.

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

5. Failure to Develop a Schoo! lmprovement Plan

Review of the School's strategic plan and other records revealed that the School did
not have a School lmprovement Plan that could provide a road map for changes that
School needs to improve the School environment and learning outcomes. The School
lmprovement Plan ought to outline the need, the way of developing, implementation,
monitoring and evaluation.

ln the circumstances, Management was in breach of the requirements of the Operation
Manualfor Utilization of Learner Capitation Grant and Other School Funds.

Report of the Auditor-General on Hillcrest Secondary School for the six (6) months' period ended 30 June,202l -
Nakuru County
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6. Non-Compliance with the Public Sector Accounting Standards Board Reporting
Requirements

Review of the financial statements revealed that the values in the financial statements
are not rounded to the nearest Kenya Shillings as provided under significant accounting
policies on statement of compliance and basis for preparation of the financial
statements. Further, Note 15 on accounts payable as indicated in the statement of
receipts and payments is not aligned to the notes to the financial statements which
reflect Note 14.

ln the circumstances, Management did not comply with the the Public Sector
Accounting Standards Board Reporting Requirements.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
eport, I confirm that, nothing else has come to my attention to cause me to believe that
nternal controls, risk management and governance were not effective

asis for Conclusion

lnaccurate Disclosure of Fixed Assets

nnex 2 of the approved financial reporting template for secondary schools requires a
chool to disclose all its fixed assets. However, Hillcrest Secondary School did not
isclose its fixed assets in the format recommended by the Public Sector Accounting
tandards Board. Further, Management did not maintain an assets register indicating
osts of assets, locations for parcels of land and each buildings, the terms on which the
nd is held, dates of acquisition and disposal or major change in use. ln addition, the
sets were not coded or tagged for ease of identification and tracking

the circumstances, it was not possible to confirm proper custody, care, control and
e of the School's assets.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion



2. Weak Controls in lnventory and Stores Management

The approved financial reporting template for secondary schools requires a school to
disclose its inventories at the close of the financial year under other important
disclosures. However, the disclosure made by Hillcrest Secondary School was
incomplete since it did not indicate the value of the inventories as required by the
template. Further, the School did not maintain records of stock movement and also
conduct a stock take at the close of the year.

ln the circumstances, the weak controls over inventory may lead to losses and wastage.

3. Failure to Constitute an Audit Committee

The School had not constituted an Audit Committee as required by Section 61(2)of the
Basic Education Act, 2013 which requires board of management of an institution of
basic education to establish an Audit Committee.
ln the circumstances, the School did not benefit from the oversight role and advice from
the Audit Committee.

4. Lack of Ownership Documents

Review of records provided revealed that the School occupies 5 acres of land of
undetermined value as reflected in Annex 2 to the financial statements. However, the
valuation and ownership documents were not provided for audit.

ln the circumstances, the ownership and safe custody of the School land could not be
confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I 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. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my
conclusion.

Responsibilities of Management and those Charged with Governance

ln preparing the financial statements, Management is responsible for assessing the
School's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the School or to cease operations.

Report of the Auditor-General on Hillcrest Secondary School for the six (6) months' period ended 30 June,202l -
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Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Cash
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.



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.

ln 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 School'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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with lSSA|s
will always detect a material misstatement and weakness 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.

erformed to express a conclusion about whether, in all material respects, the activities,
tnancraI transactions and information reflected in the financial statements are in

mpliance with the authorities that govern them and that public resources are applied
an effective way, in accordance with the provisions of Article 229(6) of the

onstitution and submit the audit report in compliance with Article 229(7) of the
onstitution.

urther, in planning and performing the audit of the financial statements and audit of
mpliance, I consider internal controls in order to give an assurance on the

ffectiveness of internal controls, risk management and overall governance processes
d systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act,
15 and submit the audit report in compliance with Article 229(7) of the Constitution.

y consideration of the internal controls would not necessarily disclose all matters in

e internal controls that might be material weaknesses under the lSSA|s. A material
akness is a condition in which the design or operation of one or more of the internal
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n addition to the audit of the financial statements, a compliance audit is planned and



control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgment and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal controls.

a

a

a

a

a

a

Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by Management.

Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the School's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the School to cease to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the School to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

I communicate with Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant
deficiencies in internal controls that are identified during the audit.

Report of the Auditor-General on Hillcrest Secondary School for the six (6) months' period ended 30 June,202l -
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l0 Signilicant Accounting Policies

The principal accounting policies adopted in the preparation ofthese financial statements are set

out below:
l. Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with and comply with

International Public Sector Accounting Standards (IPSAS) with particular emphasis on

Cash Basis Financial Reporting under the Cash Basis of Accounting and applicable

govemment legislations and regulations. The financial statements comply with and

conform to the form ofpresentation prescribed by the Public Sector Accounting Standards

Board ofKenya.
This cash basis of accounting has been supplemented with accounting for; a) receivables

that include school fees from parents, imprest, salary advances and other receivables and b)

payables that include deposits and retentions and payables from operations.

The financial statements are presented in Kenya Shillings, which is the functional and

reporting currency of lhe school, and all values are rounded to the nearest Kenya Shilling
(Kshs). The accounting policies adopted have been consistently applied to all the years

presented.

2. Recognition of receipts and payments

The school recognises all receipts lrom the various sources when the event occurs, and the

related cash has actually been received by the school.ln addition, the school recognises all

expenses when thc event occurs, and the related cash has actually been paid out by the

school.lncome arising from school fees is recognised when the event occurs whether cash

is received or not. Expenditure arising from operations is recognised when the event occurs

irrespective of receipt of cash.

In-kind contributions
In-kind contributions are donations that are made to the school in the form ofactual goods

and/or services rather than in money or cash terms. These donations may include vchicles,

equipment or personnel services. Where the financial value received for in-kind

contributions can be reliably determined, the school includes such value in the statement of
receipts and payments both as a receipt and as a payment in equal and oppositc amounts;

otherwise. the contribution is not recorded.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at various financial

institutions at the end of the financial year. :.
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5. Accounts Receivable
For the purposes of these financial statements, irpr.rt, and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the
financial year are treated as receivables. Accounts receivables also include school fees
billed to parents for services rendered but not paid. This is an enhancement to the cash
accounting policy. Other accounts receivables are disclosed in the financial statements.

6. Accounts Payable
For the purposes of these financial statements, deposits and retentions held on behalf of
third parties have been recognized as accounts payables. This is in recognition of the
government practice of retaining a portion of contracted services and works pending
fulfilment of obligations by the contractor and to hold deposits on behalf of third parties.
Payables also include expenditure incurred for the purchase of goods. works and services
that has been rendered and not settled. This is an enhancement to the cash accounting
policy adopted for public secondary schools. Other liabilities are disclosed in the financial
statements.

7. Non-current assets
Non-current assets arc expensed at the time of acquisition while disposal proceeds are
recognized as receipts a.l the time of disposal. f{owever, the acquisitions and disposals are
reflected in the ::cli,rol fixed asset register a summary of whiclr is provided as a
memorandurn ro r l'rc:ie ilnancial statements.

8. Budget
The budget is cicvclooccl on tl're same accounting basis (cash basis), the sanle accoulrts
classification ba::is, rinC for the same period as the financial statenrents . 'l'be .;chool's
budget was apDrcr,:r! b1' the School Board of Management. A cornpnrison of the acrual
performance against thc conrparable budget for the financial year uncter review has been
included in the l'in.,;r,ciai :;tetements.

9. Comparative iigu rr:s
Where necessary cr.litparative figures for the previous financial year have been amended or
reconfigured tt.r con l-or,r io the required changes in presentation.

I0. SubsequenIeverit:i
There have been r.r !-'.,,r1r.:r subsequent to the financial year end witlr a significant impact
on the financial :rtr,f cn'ierrts !or the year ended 30tl' June 202 l.
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l l Notes To The Financial Statements
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l0 I nfrastructurc nrents

rt School Fund m0n ls

l2 Bank llalanccs
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l"ccs Arrcars l4 l E6 t47
Su b-Tota l 1.66I t.t7.00I I
Othcr Non-Fccs Re+eivables

l,unch account r65880
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22086
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I5 Fund Balance Brought Forrvard

Other important disclosure notes
IPSAS Cash Standard encourages an entity to disclose accrual related inlormation in relation to
an entity's assets and liabilities. The notes outlined below are disclosure notes in relation to the
school's non- financial assets and liabilities.
l6 Biological assets

ther important disclosure notes
Stock/ I nventory

26393 7 t0784.95Bank Balances

Cash Balances

14208233 t3487587Rcceivables

| 127370 303099Payables

1J,107,256 13,895,272.95Total
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I

Sub-'I'otal

2.Oceanic l'lard ware
75.500.00
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l2 Annexcs

Annex I - Analysis of Pending Accounts Payable

5.Joemker Entcrprises [.td
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