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| Acronyms and Definition of Key Terms
A. Acronyms.

BOM Board of Management

CEB County Education Board

[PSAS 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 Secondary Education

TSC Teachers Service Commission

SMASSE  Strengthening of Mathematics and Science in Secondary Education

B. Definition of Key Terms

Comparative Year- Means the prior period.

[
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1

2, Key School Information and Management

(a) Background information

The school is domiciled in Kenya and its operations are governed under the Basic Education Act,
2013. It is located in Nyandarua County, Kinangop Sub-County.

The school was registered in 26/07/2021 under registration number 18-S-0030-0951 and is
currently categorized as a County public school established, owned or operated by the
Government.

The school is a mixed day/boarding school and had 420 number of students as at 30" June 2022
It has 3 streams and 20 teachers of which 3 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:

Ref: Name of Board Member Designation Date of appointment
MR. SOLOMON WANYEKI BOM CHAIR 12/05/2022
JOHN MAINA Member 12/05/2022
MRS.E.N MUNG’ARA Secretary - Principal 12/05/2022
DAVID NJOROGE Member 12/05/2022
MARY WANGUI Member 12/05/2022
HANNAH WANGARI Member 12/05/2022
TERESIAH WANJIRU MWANG]I Member 12/05/2022
NGWATA FRANCIS Member — Rep CEB 12/05/2022
MR.JOSEPH NGUGI KINYAJUI Member Rep Teachers | 12/05/2022
MR.JOHN MUHIA 12/05/2022
MRS.FLORENCE NJOKI NJOROGE
REV.STANELY NJENGA 3 Members - Sponsor
MOSES KAMONYE Member - Community | 12/05/2022
Member Special 12/05/2022
PHILIP MUNDIA Needs
MARY WANGARU Rep Students 12/05/2022
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The functions of the School Board of Management are to:

- Promote the best interests of the School and ensure its development.

- Promote quality education for all pupils in accordance with the standards set under the
Basic Education Act, of 2013.

- Ensure and assure the provision of proper and adequate facilities for the School.

- Manage the School’s affairs in accordance with the rules and regulations governing
occupational safety and health.

- Advise the County Education Board on the staffing needs of the 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.

- Administer and manage the resources of the School.

- Receive, collect and account for any funds accruing to the institution in accordance with
Article 226 (1) (a) of the Constitution of Kenya, Section 81 of the Public Finance
Management Act, 2012 and the Fourth Schedule para 21 and 23 of the Basic Education
Act, 2013.

(¢) Committees of the Board

(a)
Ref: | Name of Names of Members Designation Number of
Committee meetings
attended during
the year
1. MR.SOLOMON WANYEKI
2. MRS.ELIZABETH BOM CHAIR
MUNG’ARA PRINCIPAL
3. MR.HARRISON GICHOYA
Executive PA CHAIR
Committee 4. MRS.FLORENCE NJOKI
BOM MEMBER 6 TIMES
1
1. MR.SOLOMON WANYEKI BOM CHAIR
2. MRS.ELIZABETH SECRETARY BOM
MUNG’ARA
3. MR.MOSES KAMONYE MEMBER BOM
4. MR.JOHN MUHIA MEMBER BOM
5. MR.JOHN MAINA MEMBER BOM
6. REV.THOMAS MUIRURI MEMBER BOM
7. MRS.PAULINE MWIHAKI MEMBER BOM
8. MR WACHIRA BURSAR
Audit Committee
3 0UT OF 3
2
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1. MR.SOLOMON WANYEKI BOM CHAIR
2. MRS.ELIZABETH SECRETARY BOM
MUNG’ARA
3. MR.MOSES KAMONYE MEMBER BOM
4. MR.JOHN MUHIA MEMBER BOM
Finance, 5. MR.JOHN MAINA MEMBER BOM
procurement and 6. REV.THOMAS MUIRURI MEMBER BOM
general purposes 7. MRS.PAULINE MWIHAK]I MEMBER BOM 2 TIMES
Committee 8. MR.WACHIRA BURSAR
1. MR.SOLOMON WANYEKI | CHAIR BOM
2. MRS.ELIZABETH
MUNG’ARA BOM SECRETARY
3. MRNGWATA FRANCIS MEMBER BOM
Academic 4. MRS.TERESIAH WANJIRU | MEMBER BOM 2 TIMES
Committee MWANGI MEMBER BOM
5. MR.PHILIP MUNDIA MEMBER BOM
6. REV.STANELY NJENGA MEMBER BOM
7. MRS.HANNAH WANGARI | MEMBER BOM
1. MR.SOLOMON WANYEKI
2. MRS.ELIZABETH BOM CHAIR
MUNG’ARA
3. MR.HARRISON GICHOYA SECRETARY BOM
4. MR.DAVID NJOROGE MEMBER BOM
THIONG’O MEMBER BOM
Development 5. MS.MARY WANGUI 3 TIMES
Committee MEMBER BOM
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I. MR. KINYAJUI D/PRINCIPAL
2. MR.LUKA MEMBER
3. MR.NYAGA MEMBER
4. MR.NJOROGE MEMBER
5. MR.KULUBI MEMBER
6. MD.WAINAINA MEMBER
7. MD.NG’ETICH MEMBER
Discipline and 8. MR.ONKOBA MEMBER 3TIMES
welfare Committee 9. MR.VICTOR MEMBER
10. MS.SHARON MEMBER
11. MR.INDUMBA MEMBER
12. MR.JOSEPH NYIRI MEMBER
13. MR.DAVID THIOG’O MEMBER
Adhoc Committee
(1f any during the
year) NONE

(d) School operation Management

For the financial year ended 30" June 2022 the School day-to-day management was under the

following persons:

Ref: Designation Name TSC Number
Principal MRS.ELIZABETH N. MUNG’ARA | 306730
2 | Deputy Principal MR.JOSEPH NGUGI KINYAJUI 220211
3 | School Bursar MICHAEL WACHIRA MIGWI 22151903
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(e) Schools contacts

Post Office Box: 334-20319
Telephone: 0713629668
E-mail: karatisec2019@gmail.com

(f) School Bankers

The following school operated 4 number of bank accounts in the following banks: (Ensure all
accounts including CDF accounts are included)

1. Name of Bank: Kenya Commercial Bank
Branch: Njabini
Account Number: 1104316722
2. Name of Bank: Kenya Commercial Bank
Branch: Njabini
Account Number: 1104316153
3. Name of Bank: Kenya Commercial Bank
Branch: Njabini
Account Number: 1104307103
4. Name of Bank: Kenya Commercial Bank
Branch: Njabini
Account Number: 1260731537
5. Name of Bank: Equity Bank
Branch: Njabini

Account Number: 0200197637458
(g) Independent Auditors

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya
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E X Summary Report of Performance of The School
The following is a summary report of the performance of the school against the set performance
evaluation criteria:
a) Financial performance.
E’URPLUS '‘DEFICIT FOR THE YEAR AND A COMPARISON OF THE SAME FOR THE LAST FOUR YEARS
S'NO | ACCOUNTS 2023 2022 2021 2020 2019
KSHS KSHS KSHS KSHS
1 School fund Account (1,607.497) 928,566 2,769,455 (369,555) 169,173
2 Operation account 398,383 54,626 242,926 611,194 (1,007,699)
3 Tuition Account (1,144596) (20,570) (44,727) 367,654 141,804
4 Infrastructure - - (419,906) 0
Account
TOTAL (2,353,710) 962,622 2,967,654 189,387 (696,721)
Increased/Decreased (1,391,088) (2,005,032) 2,389,847 87,428 (729,034)
3,000,000.00
2,500,000.00
2,000,000.00
1,500,000.00 =
P cz; 8 . ,‘2_ ¥ School fund Account
~ o™~
1,000,000.00 - 3' = % ) o0 b= m Operation account
3 [} 0 o s S 3‘
500,000.00 & S b3 Lo J | R Tuition Account
’ . ) ~ - -t
A - & 5 3 - - . Infrastructure Account
0.00 L -
2022 2021 2020 19 22018
o0
-500,000.00 3 ,."'2 3 5 g 8
<] N @ e v~
[ ~ b 3 ? 3
-1,000,000.00 1 < ' ad S S
] Y ) ~ @
' v S i
-1,500,000.00 -

In the year 2019 the deficit increased from Kshs.32,313 to Kshs.696,721 this was contributed to more

activities during the year 2019 i.e renovation of classrooms and construction of perimeter wall.

In the year 2020 there was a slit surplus of Kshs. 189,386 which was realised from a deficit of

Kshs.696,721. This was due to less activities during the year due to long closure of schools due to

Covid-19 pandemic.
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[n the year 2021 the surplus increased from Ksh.189,386 to Ksh.2,967,654. This is due to the fact that

2021 represents 6 months period and the infrastructure money had not been utilized.

In 2022 the surplus decreased frm Ksh. 2,999,140 to Ksh. 962,316 due to the fact that in 2022 the

infrastructure fund had been fully utilized unlike in 2021 which represented Jjust 6 months.

CAPITATION GRANTS FROM THE MINISTRY OF EDUCATION FOR THE LAST

FOURYEARS
S/NO [ ACCOUNTS 2023 2022 2021 2020 2019
1 OPERATION ACCOUNT | 4,784,650 6,429,124 3,579,330 3,144,750 6,158,624
2 TUITION ACCOUNT 1,101,399 1,479,953 571,446 781,124 1,302,351
TOTAL 5,886,049 7,909,077 4,150,776 3,925,874 7,460,975
INCREASE/DECREASE (2023,028) 3,738,306 224,887 (3,535,102) 662,368
NO.OF STUDENTS 296 459 442 420 400
Ratio of Capitation Per 1:14,864 1:17231 1:8,183.00 1:9,347.00 1:18,652.00
Student
Capitation Grants For the Last Four Years
7,000,000.00
6,000,000.00
5,000,000.00
4,000,000.00 ‘
m OPERATION ACCOUNT :
3,000,000.00 = TUITION ACCOUNT
o o o
2,000,000.00 ~ 7 o o
m o o L
0] < -4}
< o~
1,000,000.00 S o
L
0.00
2022 2021 2020 2019 2018

The total capitation for the year 2019 was 7,460,976 which resulted to an increase of 662,368 from

2018. This is due to an increase in number of students and all getting the capitation.

IX




KARATI SECONDARY SCHOOL
Annual Report and Financial Statements For the year ended 30™ June 2023

In the year 2020 the total capitation was 3,925,874 which resulted to a decrease of Kshs. 3,535,102

from 2019. This is due to long closure of schools due to Covid -19 pandemic.
In 2021, the total capitation was Ksh.4, 150,771 with an increase of Ksh.224.887.10 from 2020. This
is due to increase in number of students in 2021 as compared to year 2020,
In 2022, the capitation grant rose from Ksh.4, 150,771 to Ksh.7, 909,077 due to the fact that 2021

represented 6 months while 2022 represented 12 months

OVERVIEW OF GROWTH IN EXPENDITURE OF THE SCHOOL

SNO | ACCOUNT 2023 2022 2021 2020 2019

) School fund Account 12,524,167 11,458,572 2,697,549 3,826,996 7,081,709
2 Operation Account 4,470,444 4,860,500 2,770,918 2,533,556 7,166,324
3 Tuition account 2,245,995 1,500,524 616,174 413,470 1,160,547
4 Infrastructure Account 1,226,848 565,486 2,378,906 0
Total 19,240,606 19,046,444 6,650,127 9,152,328 15,408,580
Increase/decrease 194,162 | 12,396,316.90 (2,502,800) (6,255,652) 2,043,638

14,000,000.00

12,000,000.00

10,000,000.00

8,000,000.00

6,000,000.00

4,000,000.00

2,000,000.00

0.00

TREND OVER THE LAST FOUR YEARS

m School fund Account
“ Operation Account
Tuition account

® Infrastructure Account
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TREND OVER THE LAST FOUR YEARS

14,000,000.00

12,0%,000-00 12,296‘848-00
11,458,572.50
10,000,000.00 \
8,000,000.00 —+—School fund Account
.00 ~#— Operation Account
6,599,829.50
6,000,000.00 Tuition account
Infrastructure Account
4,000,000.00 4,860,%6& S agET— 99650
il 378,906.00
2,000,000.00 2,770,918.00, 533 ssﬂéfoo
1,500,524.00 565,486.60 1,160,5 43.001,627,126.00
0:00 616,174.00" 413 470.00 0
2022 2021 32638 2019 2018

The total expenditure for 2019 was Ksh.15, 408,580 as compared to Kshs. 2,043,638 due to
renovation of classrooms and construction of perimeter wall in the school.

In 2020 the expenditure dropped from Kshs. 15,408,580 to Kshs. 9,152,328 with a decrease of Ksh.6,
255,652 as a result fewer activities during the year due to long closure of the schools due to Covid-19
pandemic.

In 2021 the expenditure dropped from Ksh.9, 152,328 to Ksh.6, 650,127 with a decrease of Ksh.2,
502,800 due to the fact that 2021 financial year represents 6 months while the previous years
represented 12 months.

In 2022 the expenditure rose from KSh.6, 650,127 to Ksh. 19, 046,444 due to a lot of activities in the

year plus in 2021 the activities represented 6 months while 2022 represented 12 months.
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MOVEMENT OF CREDITORS OF THE SCHOOL

S’No | Accounts 2023 2022 2021 2020 2019
Kshs Kshs Kshs Kshs
J School fund Account | 445,203 158,243.00 | 378,414.00 | 834,690.00 | 215,202.00
2 Operation Account 249,250 0 50,000.00 370,680.00 | 1,080,000.00
3 Tuition account 623,990 0 0 0 ]
Total 1,318,443 158,243.00 |  428,414.00 | 1,225,370.00 | 1,295,202.00
Increase /decrease 1,160,200 (270,171) (1,653,784) | 796,956.00 69,832.00
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MOVEMENT OF CREDITORS IN THE SCHOOL

1,200,000.00
1,000,000.00

800,000.00

® School fund Account

600,000.00
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Tuition account
400,000.00
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200,000.00

EER 4 3.00
0,000.00

0.00

[y
N
w
i=
(9]

MOVEMENT OF CREDITORS IN THE SCHOOL
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400,000.00
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The tread of the creditors for the years have been decreasing because the school have been paying the
creditors in time to avoid accruing of more debts.

In 2022, the school had paid all the creditors thus no debt.

MOVEMENT OF DEBTORS OF THE SCHOOL
s’no | Accounts 2022 2021
Kshs. Kshs
School fund Account
2 Debtors 4,740,024 4,585,006
Total 4,740,024 4,583,006
4800000
4750000
! 4700000
4650000 ® School fund Account
u Debtors
4600000 -
4550000
| 4500000 T
2022 2021

In 2021, the debtors increased from 4,740,024 to Ksh4,585,006. This is due to the Jact that 2021
represents 6 months and the school had no much time to follow up on the students who had
balances unlike 2020 which represented 12 months.

In 2022 the debtors increased from Kshs.4,585,006 to Kshs4, 740,024 due to the Jact that the debt for
2021 represented 6 months while the debt for 2022 represented 12 months.

SUMMARY OF CASH AND BANK BALANCES

S'NO | ACCOUNTS 2023 2022 2021 2020 2019
KSHS KSHS KSHS KSHS
/ School fund 10,641 2,069,445 1,616,374 2,283 5,645
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Account
2 Operation Account 656,321 167,865 114,160 50,377 3,553
3 Tuition Account 3,248 29853 424 5,652 753
4 Infrastructure 57,381 3,204 2,282 768

Account
TOTAL 727,591 2,270,368 1,733,241 59,081 9,956
INCREASE/DECREASE (1,542,777) 537,127 1,674,159 49,125 | (81,968.)

Summary of Cash and Bank Balances

2,500,000.00

2,000,000.00

1,500,000.00

1,000,000.00

500,000.00

0.00
2022

|

2,283.50

2021

2020

5,645.50
M82,466.70

2019

2018

¥ School fund Account

® Operation Account

* Tuition Account

Infrastructure

In 2019 the Cash and Bank balances reduced from 91,924 to Ksh.9, 956 due to many activities in the

year 2019 unlike the 2018 financial year.

In 2020 the balances increased from 9,956 to 59,081 due to fewer activities in the school caused by

long closure of school due to Covid-19 pandemic.

In 2021, the balances increased from Kshs.59, 081 to Kshs. 1,733,241 due to the fact that 2021

represents 6 months thus fewer activities unlike in 2020 which represents 12 months with more

activities in the year.

In 2022 the cash and bank balances rose from Ksh.1,733,241. to Ksh.2,270,368 because in 2021 it

represented 6 months but in 2022 it represented 12 months.

a) Teacher Student ratio:

There 16 teachers posted by Teachers Service Commission and 4 recruited by the board of

Management. There was no retiree in January 2022. Although the teacher student ratio lies at
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1:28. We have a shortage of 9 teachers from the given CBE. This is due to increased number

of student compared to previous years.
b) The mean score in the 2018,201 9,2020 and 2021 KCSE:

YEAR | ENROLMENT | MEAN | TRANSITION | TRANSITION % | SCHOOL COMMENTS T
TARGERT
2021 114 3.237 11 9.6% 4.2 NOT ACHIEVED
2020 | 90 3.5 11 12% 3.4 ACHIEVED
2019 | 65 3.431 & 3% .3 ACHIEVED
2018 | 82 3.268 7 8.5% 3.00 ACHIEVED
b) Number of Candidates in the 2023 KCSE:
YEAR ENROLMENT | MEAN
2021 114 3.237
2020 90 5.9
2019 65 3.431
2018 82 3.268
¢) The capacity of the school:
Number of | No. of | No. of | Dining No. of | No. of | Kitchen
students classrooms | labs hall toilets dormitories
12 2 / 26 / 1
permanent
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d) Development projects carried out by the school:

(Development projects carried out in the year and ongoing projects including a disclosure

of project fund sources in a tabular format).

S/NO | PROJECT YEAR STATUS AMOUNT FUND SOURCE
1 CLASSROOM 2019 COMPLETE 1,000,000 TG
2 KITCHEN 2019 COMPLETE 2,000,000 CDF
3 RENOVATION OF 2019 COMPLETE 1,000,000 PARENTS
CLASSROOMS
3 PERIMETER WALL 2019-2020 | COMPLETE 3.2M RMI AND
PARENTS
4 8 NO. TOILETS 2020 COMPLETE 850,000 RMI
3 RENOVATION OF 2021 COMPLETE 800,000 RM]
CLASSROOMS
6 REPLACEMENT OF | 2021-2022 | COMPLETE 1,040,138 PARENTS
IRON SHEET IN 10
NO CLASSROOMS
AND ONE LAB
7 REPLACEMENT OT | 2022 COMPLETE 111,150 PARENTS
TIMBER DOORS
WITH STEEL DOORS
IN 9 NO
CLASSROOMS
8 PAINTING OF 11 NO | 2022 COMPLETE 56,000 PARENTS
CLASSROOMS ONE
LAB,CAR PARK AND
NOTICE BOARD
9 REPLACEMENT OF | 2022 COMPLETE 36,000 RMI
WINDOW PANES IN
11 NO CLASSROOMS

JAEZ A M

School Principal

--------------
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4. Statement of School Management Responsibility

Section 81 (1) of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, each National Government School shall prepare financial statements in respect of that school.
Section 81 (3) requires the financial statements so prepared to be in a form that complies with
relevant accounting standards as prescribed by the Public Sector Accounting Standards Board of
Kenya from time to time.

Schedule 4 (Section 23) of the Education Act, 2013 requires the Board of Management of a public
institution of basic education to be keep all proper books and records of accounts of the income,
expenditure and assets of the institution.

The Board of Management of KARATI SECONDARY SCHOOL accepts responsibility for the
school’s financial statements, which have been prepared on the Cash Basis Method of Financial
Reporting, using appropriate accounting policies in accordance with International Public Sector
Accounting Standards (IPSAS).

The Board of Management is of the opinion that the school’s financial statements give a true and fair
view of the state of the school’s transactions during the financial year ended 30" June, 2023, and of
the school’s financial position as at that date.

----------------------------

Designation: Chairman, School Board of Management

Date: = | \2 lf},oz__,g

------------------------------------------

Name: & 2 |aph M LS AP & ,

Designation: School Principal & Secretary to Board of Management
Date: 2 (\3\ 2520

------------------------------------------

Name: M/ M (o |
Designation: Bursar/ Finance Officer
Date: &i[vg f.u)ogL
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HEADQUARTERS
Anniversary Towers
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OFFICE OF THE AUDITOR-GENERAL P.O Box 30084-00100
NAIROBI

Qphone: +254-(20) 3214000
Email: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

REPORT OF THE AUDITOR-GENERAL ON KARATI SECONDARY SCHOOL FOR
THE YEAR ENDED 30 JUNE, 2023—- NYANDARUA COUNTY

PREAMBLE
| 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;

B. Report on Lawfulness and Effectiveness in 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 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, the risk
management environment and the 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 Karati Secondary School set out
on pages 1 to 15, which comprise the statement of assets and liabilities as at 30 June,

Report of the Auditor-General on Karati Secondary School for the year ended 30 June, 2023- Nyandarua County




2023, and the statement of receipts and payments, statement of cash flows and statement
of budgeted versus 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 effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Karati Secondary School as at 30 June, 2023 and of its
financial performance and its cash flows for the year then ended, in accordance with
International 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
Unsupported Accounts Receivables

The statement of assets and liabilities reflects accounts receivables balance of
Kshs.5,089,292 as disclosed in Note 12 to the financial statements. However, a debtor’'s
schedule indicating the particulars of the debtors was not provided for audit.

In the circumstances, the accuracy and completeness of the accounts receivable balance
of Kshs.5,089,292 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of Karati Secondary School Management in
accordance with ISSAI 130 on the Code of Ethics. | have fulfiled other ethical
responsibilities in accordance with the ISSAIl 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.

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. Except for the effects of the matter
described in the Basis for Qualified Opinion section of my report, | have determined that
there are no other key audit matters to communicate in my report .

Other Information

The Management is responsible for the Other Information set out on page iii to xviii which
comprise of Key School Information and Management, Summary Report of Performance
of the School and Statement of Management Responsibilities. The Other Information
does not include the financial statements and my audit report thereon.
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In connection with my audit on Karati Secondary School 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 thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN 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.

Basis for Conclusion
1. Failure to Prepare School Improvement Plan

During the year under review, the School did not have an approved School Improvement
plan, contrary to Section 2.2 of the Ministry of Education Operation Manual for Utilization
of Learner Capitation Grant and Other School Funds, which requires schools to identify
in every three-year school improvement planning cycle, one priority area in each of the
four key areas which include curriculum implementation, foundational literacy and
numeracy outcomes, an enabling environment for learning and parental involvement and
community engagement for implementation.

In the circumstances, Management was in breach of the law.
2. Irregular Transfer of Funds to Kenya Secondary Schools Heads Association

The statement of receipts and payments reflects boarding and school fund payments of
Kshs.12,524,167. Included in the expenditure is an amount of Kshs.1,015,340 transferred
to Kenya Secondary Schools Heads Association (KESSHA). However, KESSHA is a
welfare organization that draws its membership from school principals only. The
organization 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 funds transferred by schools.

In the circumstances, value for money transferred to KESSHA amounting to
Kshs.1,015,340 could not be confirmed.
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3. Lack of an Annual Procurement Plan

During the period under review, Management did not prepare a procurement plan as as
part of the annual budget preparation process. This was contrary to Regulation 40 of the
Public Procurement and Asset Disposal Regulations, 2020 which states that ‘a procuring
entity prepare a procurement plan for each financial year as part of the annual budget
preparation process’.

In the circumstances, Management was in breach of the law.
4. Lack of a Functional Procurement Unit

The school did not have an established procurement function managed by qualified
procurement professional as required under Section 47(2) of the Public Procurement and
Asset Disposal Act, 2015 and Regulation 33 of the Public Procurement and Asset
Disposal Regulations, 2020. Procurement activities were undertaken by individuals
lacking the requisite qualifications.

In the circumstances, Management 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 on whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities which
govern them. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Lack of an Internal Audit Review

During the year under review, the School had not complied with the requirement of
Regulation 166(1) and (2) of the Public Finance Management Act, 2012 which requires
the internal audit of a national government entity to assess its own effectiveness through
an internal performance appraisal and shall carry out annual review of the performance

Report of the Auditor-General on Karati Secondary School for the year ended 30 June, 2023- Nyandarua County
4



of the internal audit activity commenting on its effectiveness in the annual report to The
National Treasury.

In the circumstances, the existence of an effective oversight mechanisms could not be
confirmed.

2. Long Outstanding Accounts Receivables

The statement of financial assets and financial liabilities reflects accounts receivables
balance of Kshs.5,089,292. The balance comprises student fee balances due from
continuing students of Kshs.949,332 and Kshs.4,139,959 relating tp students who had
already completed their studies of at the time of reporting. However, there was no policy
on the impairment of long outstanding fees arrears casting doubt on full recoverability of
the accounts receivables balance.

In the circumstances, the existence of effective mechanisms for debt management could
not be confirmed.

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 (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.

In preparing the financial statements, the Management is responsible for assessing the
School’'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 the
Management is aware of the intention to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public money is applied in
an effective manner.

Report of the Auditor-General on Karati Secondary School for the year ended 30 June, 2023- Nyandarua County
5



Those charged with governance are responsible for overseeing the School's financial
reporting process, reviewing the effectiveness of how the Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
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, |
also | 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.

FCP cy BS
AUDITOR-GENERAL

Nairobi

4 May, 2026
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Annual Report and Financial Statements For the year ended 30™ June 2023

6. Statement Of Receipts and Payments for the Year Ended 30" June 2023

DESCRIPTION OF VOTE HEAD Note 2022-2023 2021-2022
Kshs Kshs

RECEIPTS

Capitation grants for tuition 1 1,101,399 1,479,953

Capitation grants for operations 2 4,784,650 6,429,125

School Fund Income- Parents’ Contributions 3 10,752,415 12,531,447

School Fund Income- Other receipts 4 164,255 113,647

Proceeds from borrowings

TOTAL RECEIPTS 16,802,719 20,554,172

PAYMENTS

Payments for Tuition 5 2,245,995 1,500,524

Payments for operations 6 4,386,267 6,524,498

Boarding and school fund payments y 12,524,167 11,566,834
19,156,429 19,591,856

TOTAL PAYMENTS

SURPLUS/DEFICIT (2,353,710) 962,316

The school financial statements were approved on

/'\ -~
PO Sovegitn.

2023 and signed by:

eecscvse q..c.-.an.l&-{om\v‘ft{ ------------------- u#-o-ooa--q--n' e . .
i A
Name: Name: 12\ B4/ Mld'ﬁwq}‘lame:f:ﬂ g A
C*J\_,\_u "‘-\.“ ;

Chair BOM BOM

Date: 34 | 2| 2226

SN AT School Principal/ Secretary to

Bursar/ Finance Officer

Date: (2 | 1_1] Q0L Date:

X TR W)




KARATI SECONDARY SCHOOL
" Annual Report and Financial Statements For the year ended 30” June 2023

7 Statement of Assets and Liabilities As At 30™ June 2023

Financial Assets

Cash and cash equivalents

Bank balances 10 726,941 2,268,381

Cash balances i1 649 1,987
Short term investments '

Total cash and cash equivalent 727,590 2,270,368

Account’s receivables 12 5,089,292 4,740,024
Total financial assets (a) 5,816,882 6,740,392
Financial liabilities

Accounts payables 13 1,318,443 158,243
Total Financial Labilities (b) 4,498,439 6,582,149

Net financial assets (a-b)

Represented by

Accumulated fund b/fwd 6,582,149 5,889,833
Surplus/deficit for the year (2,353,710) 962,316
Net Assets 4,498,439 6,582,149

The school’s financial statements were approved on 2023 and signed by:

Name: Name: WE7 )4+ ml«t)-ﬁﬂf'/Name: il AEL W mbel
Solaewy WANMEY]  Sehool Principal/ Secretary to
Chair BOM BOM Bursar/ Finance Officer
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8. Statement of Cash Flows for the Year Ended 30" June 2023

Cash from Operating Activities

Receipts

Government grants for tuition 1 1,101,399 1,479,953
Government grants for operations 2 4,784,650 5,201,355
Government grants for infrastructure 1,227,770
School fund income- parents contributions/ fees 10,244,904 11,395,626
Other income 4 164,255 716,036
Total receipts 16,295,208 20,020,740
Payments

Cash outflows for tuition 5 1,622,005 1,500,524
Cash outflows for operations 6 3,439,009 5,297,650
Cash outflows Boarding/lunch and school fund payments 7 12,078,964 11,458,590
Total payments (17,139,978) 18,256,764
Net cash inflow/outflow from operating activities (844,769) 1,763,976
Cash flow from investing activities

Acquisition of assets

Proceeds from sale of Assets (698,008) (1,226,848)
Proceeds from investments

Purchase of investments

Net cash inflow/outflows from investing activities

Cash flow from Financing activities

Proceeds from borrowings/ loans 18

Repayment of principal borrowings

Net cash inflow/outflow from financing activities

Net increase/decrease in cash and cash equivalents (1,542,777) 537,128
Cash and cash equivalent at beginning of the FY 2,270,368 1,733,241
Cash and cash equivalent at end of the FY 727,591 2,270,368

The school’s financial statements were approved on

2023 and signed by:
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9. Statement Of Budgeted Versus Actual Amounts for The Year Ended 30" June 2023

Receipts

(1) Capitation Grant on Tuition

Laboratory Equipment
Teaching / Learning Materials 1,500,000 1,500,000 1,101,399 74%
Exams And Assessment

1,500,000 1,500,000 1,101,399 74%

(2) Capitation Grant on Operations
Activity fee 100,000 100,000 183,412 141%
Repairs And Maintenance 1,300,000 1,300,000 1,571,000 61%
Other voteheads 4,150,000 4,150,000 3,030,238 92%
5,550,000 5,550,000 4,784,650 86%

3) FDSE for infrastructure
M&I parents’ contribution

Administration Block
(4) Fees Charged on Parents

Personnel Emoluments

Repairs And Maintenance

Local Transport / Travelling
Other voteheads 1,237,280 1,237,280 986,610 80%
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Administration Costs

Activity 13,000 13,000 10,371 80%

Lunch program 7,298,000 7,298,000 6,559,902 90%

Fee On Boarding Equipment and Stores 2,564,330 2,564,330 1,913,745 75%

development 650,000 650,000 792,276 121%

5) Miscellaneous Income

Income From Farming Activities 145,000 145,000 164,255 112%
11,907,610 11,907,610 10,409,159 87%

Total Income 19,078,960 19,078,960 16,295,208 85%

(6) Expenditure For Tuition

Exercise Books

Teaching / Learning Materials 1,500,000 1,500,000 1,618,830 108%

Bank charges 2,400 2,400 3,175 132%
1,502,400 1,502,400 1,622,005 108%

(7) Expenditure For Operations

Repairs, Maintenance & Improvements 1,300,000 1,300,000 784,000 60%

Other voteheads 4,150,000 4,150,000 2,655,009 64%
5,450,000 5,450,000 3,439,009 63%

(8) Expenditure For infrastructure

Construction of DORMS

Purchase of furniture
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Other voteheads 1,234,230 1,234,230 1,587,087 128%
Repairs, Maintenance and Improvements 224,400 224,400 120,505 54%
Local Transport / Travelling

Development 650,000 650,000 1,277,773 196%
Administration Costs

Activity 30,000 13,000 35,180 117%
Lunch Programme 7,298,000 7,298,000 7,108,679 97%
Boarding Equipment and Stores 2,564,330 2,564,330 1,949,740 76%

12,000,960 12,000,960 12,078,964 101%

Totals 19,081,360 19,081,360 17,139,978 90%




KARATI SECONDARY SCHOOL

*Annual Report and Financial Statements For the year ended 30" June 2023

10.

Significant Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are set out
below:

1.

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 government legislations and
regulations. The financial statements comply with and conform to the form of presentation
prescribed by the Public Sector Accounting Standards Board of Kenya.

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 the 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.

Recognition of receipts and payments

The school recognises all receipts from various sources when the event occurs, and the related
cash has been received by the school. In addition, the school recognises all expenses when the
event occurs, and the related cash has been paid out by the school. Income 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 of actual goods
and/or services rather than in money or cash terms. These donations may include vehicles,
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 opposite 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 an 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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10.

Accounts Receivable

For the purposes of these financial statements, imprests 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.

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 the fulfilment of
obligations by the contractor and to hold deposits on behalf of third parties. Payables also
include expenditures incurred for the purchase of goods, works and services that have 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.

Non-current assets

Non-current assets are expensed at the time of acquisition while disposal proceeds are
recognized as receipts at the time of disposal. However, the acquisitions and disposals are
reflected in the school fixed asset register a summary of which is provided as a memorandum to
these financial statements.

Budget

The budget is developed on the same accounting basis (cash basis), the same accounts
classification basis, and for the same period as the financial statements. The school s budget
was approved by the School Board of Management. A comparison of the actual performance
against the comparable budget for the financial year under review has been included in the
financial statements.

Comparative figures
Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended 30" June 2023.
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11. Notes To the Financial Statements

1  Government Grants for Tuition

Exercise Books

Teaching / Learning Materials

1,101,399

1,479,953

Total

1,101,399

1,479,953

2 Government Grants for Operations

Repairs And Maintenance 1,571,000 1,262,602
Medical 41,800 91,800
Activity 141,612

Other Vote Heads 3,030,238 3,846,953
Total 4,784,650 5,201,355

3 School Fund Income - Parents Contribution/Fees

Lunch program 7,067,413 8,185,401
Other voteheads 968,610 1,192,897
Activity 10,371 12,755
Fee on Boarding Equipment and stores 1,913,745 2,538,005
PA Levies* 792,276

Total 10,752,415 11,929,058

4 School Fund Income-Other Receipts

Income From Farming Activities

164,255

113,647

Pta development

602,389

Total

164,255

716,036
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5 Tuition

Exercise Books 426,000 110,950
Laboratory Equipment 226,000

Teaching / Learning Materials 1,446,670 1,387,456
Exams And Assessment 144,150

Bank Charges 3,175 2,118
Total 2,245,995 1,500,524

6 Operations

Activity Expenses 152,080 17,550
Others voteheads 3,536,179 5,280,100
Transfer to infrastructure account 698,008 1,226,848
Total 4,386,267 6,524,498

7 Boarding And School Fund

Repairs And Maintenance & Improvements 120,505 146,536
Lunch Programme 7,416,537 7,446,226
Fee On Boarding Equipment and Stores 1,949,740 2,024,750
development 1,277,773 579,576
Other voteheads 1,587,087 1,226,087
activity 35,180

School farm 137,345 143,658

Total 12,524,167 11,566,833

10 Bank Accounts

A — Ative 1104316722 2,930 29.516

T Acive 1104316153 656,091 167,021

Pl -l Ackive 1104307103 10,539 2,068,640
ccount/Boarding
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Active 1260731537 57,381 3,204

Infrastructural Account

Total

72

6,941

2,268,381

11 Cash In Hand

Notes and Coins

650

1,987

Total

650

1,987

12 Accounts Receivable

Fees Arrears

5,089,292

4,740,024

Total

5,089,292

4,740,024

12 b) Ageing Analysis of Accounts Receivable

Current | % of the | Comparative | % of the
FY total FY total
Less than 1 year 584,948 11% 600,064 12%
Between 1- 2 years 364,384 7% 125,969 2%
Between 2-3 years 125,969 2% 237,215 5%
Over 3 years 4,013,990 80% 3,776,776 81%
Total (should tie to note 13 a) 5,089,292 100% 4,740,024 100%

13 Accounts Payable

Trade Creditors (See Ageing Below and Appendix 1) 1,058,670
Prepaid Fees 259773 158,243
Total 1,318,443 158,243

13a. Ageing Analysis of Accounts Payable

12



KARATI SECONDARY SCHOOL y A
Annual Report and Financial Statements For the year ended 30" June 2023

Current Comparative
FY total FY total
Less than | year 1,318,443 100% 158,243 100%
Total (should tie to note 14) 1,318,443 100% 158,243 100%

14 Fund Balance Brought Forward

Bank Balances 2,268,381 1,702,041
| Cash Balances 1,987 31,200
Receivables 5,089,292 4,585,006
Payables (1,318,443) (428,414)
Total 6,041,217 5,889,833
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Other important disclosure notes

IPSAS Cash Standard encourages an entity to disclose accrual-related information 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.

15 Biological assets

Cattle 8 480,000 350,000
Trees 720 504,000 470,000
Total 728 984,000 820,000

Other important disclosure notes

16 Stock/ Inventory

Food stuffs 110,403 73,161
Stationery items 511,554 135,430
621,957 208,591
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17 Progress On Follow Up of Auditor Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor.

<A 21121264

Sign and Date
Principal
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12. Annexes

Annex I - Analysis of Pending Accounts Payable

Supply of Goods
1. Chem Epuip Enterprises 355,430 3/5/2023 355,430
2. Eumalan General Suppliers 268,560 10/4/2023 268,560
3. Estimwa Technologies 27,000 15/6/2023 27,000
4. Jodacom Technologies 42 500 20/3/2023 42,500
5. Githabai Primary School 129,750 20/2/2023 129,750
6. Dr. Naomi 50,000 30/4/2023 50,000
7. Kinangop Everbest Suppliers 26,400 30/5/2023 26,400
8. Stephen Manyara 159,030 23/5/2023 159,030
Grand Total 1,058,670 1,058,670
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Annex 2 — Summary of Fixed Assets Register

Land 15,000,000 15,000,000
Buildings And Structures 13,561,100 13,561,100
Office Equipment, Furniture and Fittings 3,570,600 3,570,600
Textbooks 5,091,850 5,091,850
ICT Equipment 305,000 305,000
Tools And Apparatus 3,204,579 3,204,579
Intangible Assets- Soft Ware 60,000 60,000
Total 40,793,129 40,793,129 |
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