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1. Acronyms and Glossary of Terms

CBK
ICPAK
IMF
IPSAS
NT

PFM
PSASB
WB
Comparative FY
KYEOP
NITA
OAG
MYSA
ML&SP

MSEA

Central Bank of Kenya
Institute of Certified Public Accountants of Kenya
International Monetary Fund
International Public Sector Accounting Standards
National Treasury
Public Finance Management.
Public Sector Accounting Standards Board
World Bank
Financial year preceding the current financial year.
Kenya Youth Employment and Opportunities Project
National Industrial Training Authority
Office of the Auditor General
Ministry of Youth Affairs, Sports and The Arts
Ministry of Labour and Social Protection

Micro Small Enterprise Authority
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2. Project Information and Overall Performance

2.1 Name and registered office

The project’s official name is Kenya Youth Employment and Opportunities Project

Objective: The key objective of the project is to increase employment and earnings opportunities for the targeted youth.

Address: The project headquarters offices are in Nairobi, Country, Kenya. The address of its registered office is:
Commercial Street, Industrial Area Nairobi.

P.O Box 74494-00200, Nairobi.

The project also has offices/branches as follows:
Mombasa, Kisumu, Nakuru, Kware, Kilifi, Mandera, Kakamega, Migori, Turkana, Nyandarua, Kitui, Kiambu. Wajir, Kisii,

Bungoma, Nairobi and Machakos

Contacts: The following are the project contacts, P.O. Box: 74494-00200, Nairobi, Telephone: (254) 020-2695586/9 E-mail:
directorgeneral@nita.go.ke :Website: www.nita.go.ke

2.2 Project Information
Project Start Date: 20/05/2016
Project End Date: 31/08/2023

Project Manager:

Mr Joseph Kinuthia

Project Sponsor:

International Development Association

2.3 Project Overview

Line Ministry/State Department of the
project

The project is under the overall supervision of the Ministry of Youth Affairs, Sports and The
Arts(MYSA). NITA-KYEOP reports through its line Ministry, the Ministry of Labour and
Social Protection (ML&SP)

Project number

5812-KE

Strategic goals of the project

The strategic goals of the project are as follows:
(i) Increase Employment for Youth
(ii) Increase Earning Opportunities for Youth

Summary of Project Strategies for

The project management aims to achieve the goals through the following means:

achievement of strategic goals (i) Improving Youth Employability
(ii) Support for Job Creation
(iii) Improving Labour Market Information
(iv) Strengthening Youth Policy Development and Project Management

Other important background
information of the project

The Project consists of four components to be implemented by four agencies. Component 1,
being implemented by NITA and MY SA addresses the skills mismatch of youth by engaging
training providers and private sector employers to offer training and work experience to
targeted youth. Component 2. being implemented by Micro Small Enterprise
Authority(MSEA), responds to the need for job creation with initiatives to help launch new
businesses, support innovative approaches to improve job and earning opportunities among
the hard to serve youth. Component 3 being implemented by ML&SP. plans to improve
access to and quality of labour market information. Component 4. being implemented by
MYSA provides support for strengthening youth policy development, monitoring and
evaluation and general supervision of the entire project.

Areas that the project was formed to
intervene

The project was formed to intervene in the following areas:
(i) Improving Youth Employability

(ii) Support for Job Creation

(iii) Improving Labour Market Information
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(iv) Strengthening Youth Policy Development and Project Management

Project duration The project started on 20/05/2016 and is expected to run until 31/08/2023.

24 Bankers
The following are the bankers for the project:
(i) Kenya Commercial Bank
-Equity Bank suspense account

-Cooperative Bank suspense account

2.5 Independent Auditor

The project is audited by the Office of the Auditor General(OAG)
2.6 Roles and Responsibilities
List the different people who are working on the project. This list would include the project manager and all the key stakeholders who
will be involved with the project. Also, record their role, their positions, and their contact information.

Chairman, National
Industrial Training
Board

B.Sc. (Hons) in Materials Science, University of Bath
(UK) 1985-1988

e  M.S. in Solid State Science, IMRL. The Pennsylvania
State University (USA) 1990-1993

e  PhD. in Solid State Science. IMRL, The Pennsylvania

State University (USA) 1993- 1996

Member of the AD
HOC Steering
Committee of the
Board Charged with
the Overall
Stewardship of
NITA-KYEOP

Carolyn C. Rutto

Member — National
Industrial Training
Board

Representing COTU
(K)

Certificate Public Relations (RGI)
e Pl Certificate (Kericho Teachers T. College)

. 2nd Assistant Secretary General — Central Organization
of Trade Unions. COTU ( K).

. Member - General Wages Council.

. Member of reconciliation committee

. Counter Trafficking Advisory Committee (CTIP).

. National Advisory Committee on person with disability

. Assistant National Women leader - Kenya Electrical

Trades and Allied Union (KETAWU).
e 2019 to date - County revenue collection coordinated and
relationship officer Kenya Power.

Chairperson - AD
HOC Steering
Committee of the
Board Charged with
the Overall
Stewardship of
NITA-KYEOP

Gilda Atieno Odera

Member

National

Industrial Training
Board
Representing FKE

Consultant Director, All About Marketing Ltd

Current Vice President, Federation of Kenya Employees

Current Board Member, University Funds Board

Panel Member & Chair of Business Process Committee in the
Health

Feb 2019- June 2020 - Reform Panel of Experts, Kenya

2016 to 2019 - Council Member, Kenya National Quality Authority
2012 to 2019 - Board Director, National Hospital Insurance Fund
2013 to 2015 - Board Member, Public Procurement Administrative
Review Board

Current Part- time PhD Candidate, Public Policy Administration,
MA in Leading Innovation and Change, (University of York St

-Member - AD
HOC Steering
Committee of the
Board Charged with
the Overall
Stewardship of
NITA-KYEOP

v
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John, United Kingdom)
Degree in Sociology (UON)

Member— National e HRM - Institute of HRM -Member - AD
Industrial Training e  Kenya Institute of Management HOC Steering
Board representing e The Technical University of Kenya Committee of the
FKE e Chief Executive Officer - Kenya Tea Growers Board Charged with
‘;Q Association (KTGA) the OVCF&I! i
e Management Board Member — Federation of Kenya Stewardship of
o Emmiployers NITA-KYEOP
Apollo Ne'ang'a Kiani e  Member — Tea Industry Task Force

1

Rev. Brother Joel Kandie
Chebii. OGW

Member — National
Industrial Training
Board

Higher level Diploma Entrepreneurship Education in Kenya (ILO)
Diploma in Vocational and Technical Training of Trainers (ILO)
Diploma in Theology

-Member - AD
HOC Steering
Committee of the

Representing COTU Vice Chairman General of COTU Kenya Board Charged with
(K) 2000 to 1995: National General Secretary of Tailors and Textiles the Overall

Workers Union.

1990 to 1986: Elected National Chairman of Tailors and Textiles
Workers Union

1986 to 1989 - Assistant National Treasurer for Tailors and
Textiles: Workers Union as well as COTU (K) Board member.

Stewardship of
NITA-KYEOP

Everlyne Siriya

CPA(K)

Director General e M. Eng. Sc. (Computer Engineering) B. Eng. Tech. Overall stewardship
(Electrical/Electronic) Member IEEE of the Authority’s
e  Member (Inst. Of Eng. Australia) Activities including
v Finance and
Administration
Stephen Ogenga
Project Coordinator e  Bachelor of Science General
o CPA(K) management of all
project inputs,
outputs and related
) < activities under
Joseph Kinuthia Component 1 of the
KYEOP
Manager Internal e  MBA from University of Nairobi Manage all the
Q Audit e CFE.CPA (K) internal audits of
the Project
Teresa Lagat
Manager Accounts MBA from Kenyatta University Manage all the
Bachelor of Commerce (Finance) financial and
e C(CPA (K) accounting
activities of the
Julius Ndenge Authority
Manager. Supply e  MBA in Procurement and Supply Chain Management Manage all the
Chain Management from University of Nairobi, procurement
BBA(Entrepreneurship)KEMU activities of the
e Diploma in Procurement and Supply Chain Management Authority
Elvina Osodo
Project Accountant e Bachelor of Business Management from Moi University. Manage all the

financial and
accounting
activities of the
KYEOP-NITA
component.
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Project information and overall performance (continued)

2.8 Summary of Overall Project Performance:
i) Budget performance against actual amounts for current year and for cumulative to-date,
2016/2017 100,000,000 36.019.037
2017/2018 217,980.963 133,310,259
2018/2019 928.187.007 518,719,342
2019/2020 1,376,746,062 1,140,669.670
2020/2021 1,033,473.937 580,680,647
2021/2022 575.808.289 290,909,383
2022/2023 241,739,202 86.707.727
Cumulative 4,473,935,460 2,787,016,065
i) Physical progress based on outputs, outcomes, and impacts since project commencement
ACTUAL EXPECTED
ACTIVITY OUTPUT OUTPUT (END OF OUTCOME IMPACT
ACHIEVED | PROJECT)
(e . F Masi There was no specific | Effective Job Specific
ontracting of Master bei of exnectsd | SiifeThis:
Ceafisnien (MC) 4,604 | number of expecte Skills Training
output
Improved the quality of
the training offered The youths have acquired
2 | Upskilling of Master by master craftsmen and employable Job Specific
. 1.061 1.000 s S .
Craftsmen the recognition of this skills.
training in the
marketplace
3 Contracting of Formal There was no specific | Effective  Job  Specific
Training Providers 84 | number of expected Skills Training
(FTP) output
Standardized Training
Review and development and Assessment
4 of Occupational Guidelines and Promote Standardized assessment
Competency Standards 50 50 | greater efficiency in the throughout the country in
(including testing training market for the specific trades
instruments) traditional
apprenticeships.
5 Coordinating Job Additional youths
Specific Skills Training 62.641 70.000 | acquired employable Improved performance and
(JSST) Skill delivery at work place.
Increased number of o o
G || SEsseRsment and 33310 27500 | -youths Yith employable | Sooitional youthsare
Certification of youths 'S‘kills‘ assessed and certified
iii) The absorption rate for each year since the commencement of the project.
2016/2017 100,000,000 36.019.037 36%
2017/2018 217,980,963 133,310,259 61%
2018/2019 928,187,007 518.719.342 56%
2019/2020 1,376,746,062 1.140,669.670 83%
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2020/2021 1.033.473.937 580.680.647 56%
2021/2022 575,808.289 290,909,383 51%
2022/2023 241,739.202 86.707.727 36%
Cumulative 4,473,935,460 2,787,016,065
iv) List the implementation challenges and recommended next steps.
High number of youths failing to report for assessment.
Many youths have been submitting booking applications for assessment. Thereafter when invited for
assessment they fail to report for assessment.
Recommendations.
a.  Introduce additional conditions during the admission of youths to the project. Where possible due
diligence should be carried out contirm their commitments
b.  Liaise with local leaders to confirm whether the applicants are needy youths.
¢.  Pay some bonus to youths who pass the assessment. This is likely to encourage them to report for
assessment and improve their performance
2.9 Summary of Project Compliance:

- No significant cases of non-compliance with applicable laws and regulations, and essential external financing
agreements/covenants were reported in the financial year.

viii
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3. Statement of Performance against Project’s Predetermined Objectives

Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting Officer when preparing financial statements of each National
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board includes a statement of the national government entity’s performance
against predetermined objectives.

The key development objectives of the project’s agreement/ plan are to:

a) To train 55000 youths on Job Specific Training within 5 five years

b) Assess and certify 27500 youths.

c) To upskill 1000 craftsmen within five years

d) To develop 20 new trade standards and testing instruments and revise 30 standards for

traditional apprenticeships

Progress on attainment of strategic development objectives

For purposes of implementing and cascading the above development objectives to specific sectors,
all the development objectives were made specific, measurable, achievable, realistic and time-
bound (SMART) and converted into development outcomes. Attendant indicators were identified

for reasons of tracking progress and performance measurement.

X
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KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL INDUSTRIAL
TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

Statement of Project Management responsibilities

The Director General for the Authority (NITA) and the Project Coordinator tor Kenya Youth Employment
and Opportunities Project (NITA-KYEQOP) are responsible for the preparation and presentation of the
Project’s financial statements, which give a true and fair view of the state of affairs of the Project for and as at
the end of the financial year ended on June 30, 2023.

This responsibility includes (i) Maintaining adequate financial management arrangement and ensuring that
these continue to be effective throughout the reporting period, (ii)Maintaining proper accounting records,
which disclose with reasonable accuracy at any time the financial position of the project, (iii)Designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of the
financial statement, and ensuring that they are free from material misstatements, whether due to error or
fraud,(iv) safeguarding the assets of the project, (v)Selecting and applying appropriate accounting policies and
(v)Making accounting estimates that are reasonable in the circumstances.

The Director General for the Authority (NITA) and the Project Coordinator for Kenya Youth Employment and
Opportunities Project (NITA-KYEOP) accept responsibility for the Project’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.

The Director General for the Authority (NITA) and the Project Coordinator for Kenya Youth Employment
and Opportunities Project (NITA-KYEOP) are of the opinion that the Project’s financial statements give a
true and fair view of the state of Project’s transactions during the financial year ended June 30, 2023, and of the
Project’s financial position as at that date. The Director General for Authority (NITA) and the Project
Coordinator for Kenya Youth Employment and Opportunities Project (NITA-KYEOP) further confirm the
completeness of the accounting records maintained for the Project, which have been relied upon in the
preparation of the Project financial statements as well as the adequacy of the systems of internal financial

control.

The Director General for the Authority (NITA)and the Project Coordinator for Kenya Youth Employment
and Opportunities Project (NITA-KYEOP) confirm that the Project has complied fully with applicable
Government Regulations and the terms of external financing covenants, and that Project funds received during
the financial year under audit were used for the eligible purposes for which they were intended and were
properly accounted for.

Approval of the Project Financial Statements

Xiii



KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL INDUSTRIAL
TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

The Project financial statements were approved by the Director General for the Authority NITA and the Project
Coordinator for Kenya Youth Employment and Opportunities Project (NITA-KYEOP) on 16" October,
2023 and signed by:

/
Joseph Kinuthia Everlyne Siriya
Director General Project Coordinator Project Accountant

ICPAK Member No: 26770
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REPUBLIC OF KENYA

.elephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

HEADQUARTERS
Anniversary Towers
Monrovia Street

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA YOUTH EMPLOYMENT AND
OPPORTUNITIES PROJECT CREDIT NUMBER: IDA-5812-KE FOR THE YEAR
ENDED 30 JUNE, 2023 - NATIONAL INDUSTRIAL TRAINING AUTHORITY (NITA)

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.

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.

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

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
Opinion

| have audited the accompanying financial statements of Kenya Youth Employment and
Opportunities Project - National Industrial Training Authority (NITA) set out on pages 1 to
62, which comprise of the statement of financial assets as at 30 June, 2023, and the
statement of receipts and payments, statement of cash flows and the statement of

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
KE for the year ended 30 June, 2023 - National Industrial Training Authority (NITA)



comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and notes to the financial statements 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 respect, the
financial position of Kenya Youth Employment and Opportunities Project — National
Industrial Training Authority (NITA) 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
Financing Agreement Credit No.5812 KE dated 19 October, 2016 between the
International Development Association (IDA) and the Government of Kenya and the
Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of the Kenya Youth Employment and
Opportunities Project - National Industrial Training Authority (NITA) Management in
accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my 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. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs. 241,739,202 and Kshs.183,403,784 respectively
resulting to shortfall of Kshs.58,335,418 or 24% of the budget.

Further, the Statement reflects budgeted expenditure of Kshs.241,739,202 while actual
payments totaled Kshs.86,707,727 resulting to an under absorption of Kshs.155,031,475
or 64%.

The under collection of revenue and under expenditure affected the planned activities and
may have impacted negatively on service delivery to the public.

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
KE for the year ended 30 June, 2023 - National Industrial Training Authority (NITA)
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2. Non-Payment of Pending Bills

Annex 4 to the financial statements reflects pending bills balance of Kshs.9,526,965 which
includes stipends to beneficiaries for youth of Kshs.2,034,270 relating to financial year
2018-2019. Failure to settle bills during the year in which they relate adversely affects the
budgetary provisions for the subsequent year as they form a first charge.

3. Unresolved Prior Year Audit Matters

Annex 1 to the financial statements reflects prior year audit issues raised. However, the
issues remained unresolved as at 30 June, 2023. The Project Management explained
that the issues have been internally resolved but awaiting invitation by the Public
Accounts Committee for final resolution.

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, | confirm that, nothing 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

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
KE for the year ended 30 June, 2023 - National Industrial Training Authority (NITA)
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by Financing Agreement between the International Development Association
(IDA) and the Kenya Government, | report based on my audit, that:

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;

il. In my opinion, adequate accounting records have been kept by the project so far
as appears from the examination of those records; and,

iii. The Project financial statements agree with the accounting records and returns.

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 governance.

In preparing the financial statements, Management is responsible for assessing the
Project’s ability to continue to sustain 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 Project 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 following the authorities which govern them, and that public resources are applied
in an effective way.

Those charged with governance are responsible for overseeing the Project’s 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

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

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
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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 ISSAIs 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.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, 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 accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls 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 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal 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
Project policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

e |dentify 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 control.

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

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
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Conclude on the appropriateness of the Management’s use of the sustainability of
services and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project
ability to continue as a to sustain its services. If | conclude that a material uncertainty
exists, | 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 Project 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 Project to express an opinion on the financial statements.

Perform such other procedures as | consider necessary in the circumstances.

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

| also provide Management with a statement that | have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

~
cmmss

AUDITOR-GENERAL

Nairobi

30 October, 2023

Report of the Auditor-General on Kenya Youth Employment and Opportunities Project Credit Number: IDA-5812-
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KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL
INDUSTRIAL TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

8. Statement of Financial Assets as at 30" June 2023

Financial Assets

Cash and Cash equivalents

Bank Balances 11 96,696,057.00 94,419,202.00
Cash Balances 11.A 0 0
Total Cash and Cash equivalents 96,696,057.00 94,419,202.00
Imprests and Advances 12 0 0
Total Financial Assets 96,696,057.00 94,419,202.00
Financial Liabilities

Third party Deposits and Retention 13 0 0
Net Assets

Represented By

Fund Balance B/fwd. 14 91,419,202.00 176,741,559.00
Prior Year adjustments 15 0 0
Surplus/(Deficit) for the Year 5,276,855.00 (85,322,357.00)
Net Financial Position 96,696,057.00 91,419,202.00

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The financial statements were approved on 16" October, 2023 and

signe // //, / |
[ Wflscr

o oo duissonsasasmmas
Stephen Ogenga

oooooooooooooooooooooooooooooooo

Everlyne Siriya

Project Coordinator

Director General Project Accountant

ICPAK Member No:26770



KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL
INDUSTRIAL TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

9. Statement of Cash flow for the year ended 30" June 2023

Cash flow from operating activities

Receipts

Transfer from government entities 1 0 0
Proceeds from domestic and foreign credits 2 91,984,582.00 205,587,026.00
Miscellaneous receipts 4 0 ‘ 0
Total receipts 91,984,582.00 205,587,026.00
Payments

Compensation of employees 5 17,085,691.00 21,954,204.00
Purchase of goods and services 6 68.728.036.00 265,105,379.00
Social security benefits 7 0 0
Transfers to other government entities 9 0 0
Other grants and transfers 10 0 0
Total Payments 85,813,727.00 287,059,583.00
Net receipts/(payments) 6,170,855.00 (81,472,557.00)
Adjustments during the year 0 0
Prior year adjustments 15 0 0
Decrease/(increase) in accounts receivable 16 0 0
Increase/(decrease) in accounts payable: 17 0 0
Net cash flow from operating activities 6,170,855.00 (81,472,557.00)
Cash flow from investing activities

Acquisition of non-financial assets 8 894,000.00 3,849.,800.00
Net cash flows from investing activities 894,000.00 3,849,800.00
Net increase in cash and cash equivalents 5,276,855.00 (85,322,357.00)
Cash and cash equivalent at beginning of the year 91,419,202.00 176,741,559.00
Cash and cash equivalent at end of the year 96,696,057.00 91,419,202.00




KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL
INDUSTRIAL TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 16™ October, 2023
and signed by:

........ B‘ﬁ%\

Stephen Ogenga Joseph Kinuthia Everlyne Siriya
Director General Project Coordinator Project Accountant
ICPAK Member No:26770
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KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL INDUSTRIAL
TRAINING AUTHORITY
Annual Report and Financial Statements for the financial year ended June 30, 2023

11. Significant Accounting Policies

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

a) Statement of compliance and basis of preparation

The financial statements have been prepared in accordance with Cash-basis IPSAS financial reporting under
the cash basis of accounting, as prescribed by the PSASB and set out in the accounting policy note below.
This cash basis of accounting has been supplemented with accounting for; a) receivables that include imprests
and salary advances and b) payables that include deposits and retentions.

The financial statements comply with and conform to the form of presentation prescribed by the PSASB.

The accounting policies adopted have been consistently applied to all the years presented

b) Reporting entity

The financial statements are for Kenya Youth Employment and Opportunities Project (-NITA-KYEOP) under
the State Department of Labour. The financial statements are for the reporting entity Kenya Youth

Employment and Opportunities Project (-NITA-KYEOP) as required by Section 81 of the PFM Act, 2012 .

¢) Reporting currency

The financial statements are presented in Kenya Shillings (Kshs), which is the functional and reporting

currency of the Project and all values are rounded to the nearest Kenya Shilling.
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)  Recognition of receipts

The Kenya Youth Employment and Opportunities Project (-NITA-KYEOP) recognises all receipts from the

various sources when the event occurs, and the related cash has been received.

i) Transfers from the Exchequer

Transfer from Exchequer is recognized in the books of accounts when cash is received. Cash is considered

as received when payment instruction is issued to the bank and notified to the receiving entity.

ii) External Assistance
External assistance is monies received through grants and loans from multilateral and bilateral development

partners.

iili) Proceeds from borrowing.

Borrowing includes external loans acquired by the Project or any other debt the Project may take and will be

treated on cash basis and recognized as a receipt during the year they were received.

iv)  Undrawn external assistance

These are loans and grants at reporting date as specified in a binding agreement and relate to funding for the
Project currently under development where conditions have been satistied or their ongoing satisfaction is

highly likely and the project is anticipated to continue to completion.
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An analysis of the Project’s undrawn external assistance is shown in the funding summary.

e¢) Recognition of payments

The Project recognises all payments when the event occurs, and the related cash has been paid out by the
Project.

i) Compensation to employees

Salaries and Wages, Allowances, Statutory Contribution for employees are recognized in the period when the
compensation is paid.

ii) Use of goods and services

Goods and services are recognized as payments in the period when the goods/services are consumed and paid

for. If not paid for during the period where goods/services are consumed, they shall be disclosed as pending

bills.

iii) Interest on borrowing

Borrowing costs that include interest are recognized as payment in the period in which they incur and paid for.
iv) Repayment of borrowing (principal amount)

The repayment of principal amount of borrowing is recognized as payment in the period in which the
repayment is made. The stock of debt is disclosed as an annexure to the consolidated financial statements.

V) Acquisition of fixed assets

The payment on acquisition of property plant and equipment items is not capitalized. The cost of acquisition

and proceeds from disposal of these items are treated as payments and receipts items respectively. Where an

asset is acquired in a non-exchange transaction for nil or nominal consideration and the fair value of the asset
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in be reliably established, a contra transaction is recorded as receipt and as a payment. A fixed asset register
is maintained by each public entity and a summary provided for purposes of consolidation. This summary is
disclosed as an annexure to the consolidated financial statements.

f) 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 the Central Bank of Kenya and at various commercial banks
at the end of the financial year. For the purposes of these financial statements, cash and cash equivalents also
include short term cash imprests and advances to authorised public officers and/or institutions which were not
surrendered or accounted for at the end of the financial year.

f) Restriction on cash

Restricted cash represents amounts that are limited/restricted from being used to settle a liability for at least

twelve months after the reporting period.
This cash is limited for direct use as required by stipulation. Amounts maintained in deposit bank accounts

are restricted for use in refunding third part deposits.

2) Imprests and Advances

10
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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 is treated as

receivables.

This is in recognition of the government practice where the imprest payments are recognized as payments
when fully accounted for by the imprest or AIE holders. This is an enhancement to the cash accounting policy.

Other accounts receivables are disclosed in the financial statements.

h) Pending bills
Pending bills consist of unpaid liabilities at the end of the financial year arising from contracted goods or

services during the year or in past years.

As pending bills do not involve the payment of cash in the reporting period, they recorded as ‘memorandum’
or ‘off-balance” When the pending bills are finally settled, such payments are included in the statement of

receipts and payments in the year in which the payments are made.

i) Budget
The budget is developed on a comparable accounting basis (cash basis), the same accounts classification basis

(except for accounts receivable - outstanding imprest and clearance accounts and accounts payable - deposits,

which are accounted for on an accrual basis), and

11
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or the same period as the financial statements. The Project’s budget was approved as required by Law and
National Treasury Regulations, as well as by the participating development partners, as detailed in the

Government of Kenya Budget Printed Estimates for the year.

The Development Projects are budgeted for under the MDAs but receive budgeted funds as transfers and
account for them separately. These transfers are recognised as inter-entity transfers and are eliminated upon
consolidation.

A high-level assessment of the Project’s actual performance against the comparable budget for the financial

year/period under review has been included in an annex to these financial statements.
j) Exchange rate differences

The accounting records are maintained in the functional currency of the primary economic environment in
which the Project operates (Kenya Shillings).

Transactions in foreign currencies during the year/period are converted into the functional currency using the
exchange rates prevailing at the dates of the transactions.

Any foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are

recognised in the statements of receipts and payments.
k) Comparative figures

Where necessary comparative figures for the previous financial year/period have been amended or

reconfigured to conform to the required changes in financial statement presentation.

12
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1) Subsequent events

There have been no events subsequent to the financial year/period end with a significant impact on the

financial statements for the year ended June 30, 2023.

13
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KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL
INDUSTRIAL TRAINING AUTHORITY
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Notes to the Financial Statements (Continued)

9. Transfers to other Government Entities

Kshs Kshs Kshs .

Transfers to National Government

entities

Ministry 0 0 0 0

Project 0 0 0 0

Transfers to County Governments

County 0 0 0 0
0

County 0 0 0

Total XXX XXX XXX =
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10. Other Grants, Transfers and Payments

Kshs
Kshs Kshs Kshs Kshs
Grants for scholarships 0 0 0 0 ¢
Transfers to lower levels of 0
0 0 0 0

government e.g. schools

Miscellaneous payments 0 0 0 0 ¢
Total 0 0 0 0 0
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11. Cash And Cash equivalents

91,419,902

Bank accounts 96,696,057.00

91,419,902
96,696,057.00
Total

26
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11. A Cash in hand

Location 1

Location 2

Location 3

Other locations (specify)

= ) (e (e ()
=] [ () o o

Total cash in hand balances
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12. Imprests and Advances

Government Imprests

Salary advances

Total
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12A: Breakdown of Imprests and Advances

Kshs

Kshs

Kshs

Kshs

Kshs

Officer 1

Officer 2

Officer 3

Officer 4

Officer 5

Programme 1

Total

k=

29
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13. Deposits and Retention Monies

Retention

0 0
Deposits

0 1]
Total
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14. Fund Balance Brought Forward

91,419,902 176,741,559
Bank accounts
0 0
Cash in hand
0 0
Cash equivalents (short-term deposits)
0 0
Outstanding imprests and advances
0 0
Deposits and retention
91,419,902 176,741,559
Total
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15. Prior Year adjustment

Bank account Balances 0 0 0
Cash in hand 0 0 0
Imprests and advances 0 0 0
Deposits and retentions 0 0 0
Others (specify) 0 0 0
Total 0 0 0
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16. Changes in Imprests and Advances

Opening Receivables as at 1% July 2022 0

0
Closing account receivables as at 30" June 2023 0
Change in Imprests and advances 0 g
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17. Changes in Accounts Deposits and Retention

Deposit and Retentions as at 1* July 2022 0

0
Closing accounts payables as at 30" June 2023 0

0
Changes in deposit and retention 0
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Other Important Disclosures

1. Pending Accounts Payable (See Annex 4a)

Supply of services

8,736,331.00

8,736,331.00

8,736,331.00

8,736,331.00

Sub-totals
19/06/2023
Supply of goods 790,634.00 790,634.00
Sub-totals 790,634.00 790,634.00
Grand Total
9,526,965.00 9,526,965.00
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2.  Pending Staff Payables

Senior management 0 0 0

0
Middle management 0 0 0

0
Union employees 0 0 0

0
Others 0 0 0

0
Total 0 0 0
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Other Important Disclosures (Continued)

13. Annexes

Annex 1: Prior Year Auditor-General’s Recommendations

OAG/KYEOP-
NITA/2021-2022(17)

1.Incomplete Fixed Asset
Register

The summary of Fixed
Assets Register to the
Financial Statements
reflected the cumulative

The project
maintains asset
register where all
the project assets

. have been
total acquisition of non- recorded
financial assets balance of However' the
Kshs. 148,159,167. . ’

Project

However, the audit review
of the assets revealed the
assets register was
incomplete since important
information such as serial
number & conditions of the
assets were not indicated
and assets worth Kshs.
9,254,343 were not tagged.
In the circumstances the
accuracy, completeness and
ownership of cumulative
non-financial assets of
Kshs.148.,159,167 could not
be confirmed.

Implementation
Unit(PIU)has
taken a task to
ensure that all
assets are well
updated in regards
to their condition,
serialization and
allocation. Assets
that had not been
tagged have been
tagged.

unresolved
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OAG/KYEOP-
NITA/2021-2022(17)

Other matters
2.Budgetary control and
performance.

The statement of
comparison of budget and
actual amounts reflects final
revenue budget and actual
revenue on comparable basis
of Kshs. 575,808,289 and
Kshs. 382,328,585
respectively, resulting to
underfunding of Kshs.
193,479,704 or 34% of the
approved budget. Similarly,
the project expended Kshs.
290,912,383 against an
approved budget of Kshs.
575,808,289 resulting to an
under-expenditure of Kshs.
284,895,906 or 49% of the
budget. The underfunding
and underperformance
affected the planned
activities and may have
impacted negatively on
service delivery to the
public.

This variance was
majorly brought
about by provision
of a higher
allocation on the
training vote to
cater for grievances
that anticipated to
arise from
beneficiary youths
and training
providers.
However, there
were expected
payment of
bonuses to the
master craftsmen
which were not
paid due to some
verification that
was still ongoing
which has now
been settled.

Also there were
staffs who were
supposed to be
engaged to assist in
the project daily
activities who had
been included in
the budget and the
process had not
been concluded.
Going forward the
PIU will ensure
that all the
budgeted and
approved activities

unresolved
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have been fast
tracked.

3.Lack of effective | The Internal Audit
Function at NITA

internal audit
. has been
OAG/KYEOP- function undertaking audits
The Project has not for the project. unresolved
NITA/2021-2022(17) i , S TSIPECeS
established an effective However, an

internal audit function. This | Officer from the
is contrary to Section 155 of | Internal
the Public Finance Department has
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Management Act, 2012
which was provided for the
establishment of an effective
internal audit function. As
such, the Project did not
benefit from the assurance
and advisory services from

the internal audit function.

In the circumstances,

effectiveness of internal
controls and governance
could not be confirmed.

been appointed to
specifically be in
charge of KYEOP
Audits. This has
been done taking
into cognizance
the independence
of the Internal
Audit Function.

ACCTS/NITA-
KYEOP/2018/19/4

1.Unsupported
Payments.

As disclosed under

note 8.6 to

the

Financial statements,

the statements of
receipts and payments
reflect purchase of
goods and services of
Ksh. 416,567,658
which include training
expenditure of Ksh.
300,236,916. Included
in training expenses is
Ksh. 1,752,279 paid
to Kenyatta university
out of which an
expenditure

amounting to Ksh
351,845 had not been
supported with
invoices. Further

The correct
amount is Kshs.
7,270,200.  This
relates to  the
payment of
stipends to
beneficiary youths
and helpers vide
payment voucher
no.624 of Kshs.
18,630,600  and
approved memo of
Kshs. 25,900,800.
The variance
raised of Kshs
7,270,200 can be
explained by
additional

payment of Kshs.
5,952,780 vide
payment no.0669
that was raised

unresolved
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comparison pf payroll
from the centres and

payment  schedules
from headquarters
resulted to

unreconciled variance
of Ksh 7,294,500. In
view of the foregoing,
purchase of goods and

services of
Ksh.300,236 916
could not be
confirmed.

and paid. Thus the
memo raised was
paid using two
vouchers

mentioned. The
resultant variance

of Kshs.
1,317,420, is
explained by
missing  account
details (Payroll
containing

amounts but with
no account details)
for the beneficiary
youth that were
extracted from the
MIS payroll and
incorporated in the
memo for
processing.

ACCTS/NITA-
KYEOP/2018/19/4

2.Ineffective
Project monitoring
and evaluation

The  management

spent Ksh.
300,236,916 on
training  expenses

relating to stipend to
beneficiary  youth
and fees for master
craftsmen and
Formal providers for
the month of June
2018-June 2019.An

Approval was
not granted for
project
monitoring and
hiring of interns
by the World
Bank and by then
the Authority
hadn’t acquired
project vehicles.
However,
minimal spot
checks were
carried out by

unresolved
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Audit
during the month of
September 2019
revealed that some
station was  not

inspection

opened throughout
working hours and
attendance registers
for both trainers and
trainees were not
maintained and
update  daily as
required. Further in
Mombasa  county
with 93 craftsmen
based in all the 8
sub counties only
one project
coordinator was
supposed to carry
out physical post

checks and
attendance
monitoring by

commuting to the
sub counties. The
feasibility of the
coordination could
not be confirmed or
whether there are
measure to ensure
effectiveness of
internal control put
in place to ensure

one project
officer in the
County. After
some time, the
project vehicles
were procured to
support project
activities
including Quality
Assurance of
JSST
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the project succeeds.

ACCTS/NITA-
KYEOP/2018/19/4

3.No remittance of
erroneous
miscellaneous
receipts,

As disclosed under
note 8.4 to the
financial statement,
the statement of
receipts and
payments  reflects
miscellaneous
receipts of  Ksh.
120,000. This
amount has been
explained to have
been erroneously
deposited in the
Project account by
the  ministry of
environment.  The
management
explained that the
amount relates to
conference income
that should have
been banked to the
National Industrial
Training  Authority
(NITA) account
.The error had not
been corrected by
the time the audit
exercise was

The inclusion of
Khs. 120,000 in
the total receipts
for the project
had been
erroneously
deposited in the
project account
by the Ministry
of Environment.
However,
Management
wrote a letter to
the Principal
Secretary,
Ministry of
Environment and
Forestry to
confirm this
credit of Kshs
120,000 and its
purpose. Upon
the response, the
funds were then
transferred from
the project
account to
National
Industrial
Training
Authority
(NITA) account
for the use of

unresolved
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concluded

conference
facilities by the
Ministry of
Environment
vide payment
voucher no.1175.

ACCTS/NITA-
KYEOP/2018/19/4

4.Budget  Control
and performance

The statement of
comparative budget
and actual amounts
reflects final receipt
budget and actual on

comparable basis of
Ksh. 928,187,007

and Ksh.
793,474,648
respectively
resulting to
underfunding of

Ksh. 134,712,359 or
15% of the budget.
Similarly, the
project spent Ksh.
518,719,342 or 35%

of the approved
budget of Ksh.
928,187.007.

Management has
attributed the under
absorption to non-
recruitment of
additional staff and
late procurement

a) Receipts

The overall
shortfall of Kshs.
134,712,359 was
as a result of
non-release of
funds by the
National
Treasury, as a
result of low
absorption of
funds by the
project,
evidenced by the
high closing
balances in the
months of April
and May 2019
bank statements.

b) Expenditure
The under
expenditure

experienced

under Purchase
of goods and
services, was
majorly brought

unresolved
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process. The under- | about by
absorption could | provision of a
have affected the | higher allocation
planned  activities | on the training
and could have | cost vote to cater

impacted negatively | for youth
to  the  service | stipends and fees
delivery to  the | for training
public. providers. 64%
of the total
budget was

allocated to this
vote. It had been
anticipated that
cycle 2 training
targeting 6,000

youth, would
begin in the
month of

September 2018,
but began in the
month of January
2019. Cycle 3
training,

targeting 11,000
youth was to
commence in the
month of March
2019 but began
in June 2019.
This had a
negative effect in
our absorption of
funds as a result
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of delays in on

boarding of
youth by the
Ministry of
Public  Service,
Youth and

Gender  Affairs
(MPYGA) as per
the set timelines
determined by
them. Admission
of youth into the
project is a
deliverable of
MPYGA. On
compensation of
employees, the
under

expenditure was
majorly as a
result of non-
recruitment  of
additional  staff
in the Project.
This was due to
the fact that the
Project got a
delay in
receiving a NO
Objection  from
the World Bank
to recruit
additional  staff
for the project.
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Budget
provisions  for
this vote
included

recruitment  of
county  drivers,
Management
Information
specialist,
Curriculum
Development
specialist, Office
assistants,
procurement and
accounts
assistants and
communication
assistants.

On acquisition of
non- financial
assets, the low
absorption  was
attributed by late
procurement
process of 5
additional
vehicles for cycle
3 counties. The
vehicles were
scheduled to be
delivered by to
the Project by the
beginning of
December 2019
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as an L.P.O for
the same had
been issued to
the service
provider.

Management had
demanded timely
approval of all
requests

including annual
work plan by
world Bank at
the beginning of
each  financial
year and this had
come out clearly
during the Mid
Term Review

between the
implementing

agencies and
World Bank.

Management had
since instituted
proper planning
of activities in its
work plan to
ensure efficient
use of resources,

prompt re-
allocation of
resources to

activities that
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required  more
funds and had
also instituted

measures to
enable  prompt
payment of

stipends and fees
to youth and
training

providers

respectively, to
enable achieve
its strategic goals
and  objectives
going  forward.
Recruitment  of

the earlier
mentioned
positions was

ongoing and was
expected to be
concluded by the
end of December
2019. As for

purchase of
additional 5
vehicles the

process was also
ongoing and was
also expected to
be concluded by
receipt of the
vehicles by
December 2019.
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S.Untagged  fixed
assets

The statement of
Financial assets
reflects total assets
of Ksh. 109,141,639
as disclosed under
note 8.7 to the
Financial Statement.
Included in this
figure are assets

The project had
sought a No

Objection from
the World Bank

ACCTS/NITA- ek Ksh. which was yet to
KYEOP/2018/19/4 9.113.180 that had be granted t‘o e il d
not been tagged and car.ry.out this
serialized for ease of ia_lctlvny. h
identification. OWGVCI:,t &
Further no evidence asset register 1s
was made to prove up-iedated.
that the assets were
verified quarterly as
required by the
project
implementation
manual.
l.Inaccuracies _in
the Financial | The cash and
Statement cash equivalent
KYEOP/NITA/2020- Cash flow statement | of KShs.
2021/5 The statement of | 176,741,559 as UATESOlvEd

financial Statement
reflects cash and
cash equivalents of

at 30" June 2021
and the statement
of financial
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Kshs. 176,741,559
as at 30" June 2021
which differs with
the Year-end cash
and cash equivalents
of Ksh. 177,214,091
could not be
confirmed for the
year ended 30" June
2021.

Consequently  the
accuracy and
completeness of the
cash flow statement
cash and cash

equivalents of
balance of
Ksh.177,214,091

could not be

confirmed for the
year ended 30" June
2021.

assets differs
with the year-end
cash and cash
equivalent of
KShs.
177,214,091 in
the statement of
cash flow.

The  difference
occurred due to
the imprest
issued to Mr.
Festus Kitui of
KShs. 472,532
which was
accounted for as
an  outstanding
(accounts

receivable) as at
30" June 2021.
The activity
started in the
month of June
2020 and ended
in the month of
July 2021.

Consequently,

the Cash and
Cash Equivalent
of Kshs.
177,214,091 as
presented in the
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Cash flow
statement was
accurate.

KYEOP/NITA/2020-

2.Cash and cash
equivalents

The statement of
financial assets
reflects a cash and
cash equivalent
balance of Ksh
176,741,559 which
does not include
Ksh. 3,619,473 held
in suspense
cooperative bank of
Kenya. Further audit

The main
account in the
project is Kenya
Commercial
Bank. The other
two accounts
which are
cooperative and
Equity bank are
suspense
accounts  which
were opened as
per the service
level agreement
to facilitate

2021/5 revealed that | payment  df UIIES0ivEd
another suspense | stipends to the
account with nil | beneficiary
balance is held at | youth.

Equity Bank which
was not disclosed in
the Financial
Statements. Her
were also no bank
reconciliation
statements and
returns for the two
suspense accounts.

The balance in
the cooperative
bank  suspense
account was
disclosed in the
financial
statement under
note 5 under cash
and cash
equivalents.
However, Equity
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suspense account
was not
disclosed.

3.Renewal
contracts for
contractual staff
Included in the
compensation of
employee’s balance
of Ksh. 29,414,921
is Ksh. 2,400,000
being unsupported
monthly salary
payments made to
ten contracted
. drivers  for  the
‘ month of January
KYEOP/NITA/2020- 2021 to 30" June
2021/5 2021.Examination
of records found in
their personal files
revealed that they
had all requested for
contract renewal
through letters
which  were  all
approved on 14"
December 2020 but
not signed contracts
were in place to
support the renewal.
In the circumstance
the propriety and

The signed
Contracts for 10
contracted
drivers for the
period are in Unresolved
place and the
same was
discussed with
the audit team.
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completeness of
Ksh.29,414,921for
compensation of
employees could not
be confirmed for the
year ended 30" June
2021.

KYEOP/NITA/2020-
2021/5

4.Fuel
unsupported fuel
expenditure

Note 3 to the
financial statement
reflects fuel cost of
Kshs 2,958,982
which also includes
Kshs. 1,254,583.

However,
documents such as
work tickets

cashbooks and fuel
statements were not
provided for audit
verification. Further
the project fuel
statement revealed
that National
Industrial ~ Training
Authority refunded
an amount totalling
to Ksh. 1,306,818
being mount of fuel
incurred by the
authority. However,
supporting

Project vehicles
were  stationed
across the
KYEOP
implementing
Counties. Some
of the work
tickets indicated
were in  the
County  Offices
and were availed
for review.

In regards to
refund of fuel by
NITA, the
Authority
budgets for its
activities prior to
commencement
and the fuel to be
consumed for all
the vehicles
including that of
KYEOP vehicles
is factored in the
budget

unresolved
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documents for the
actual total amount
incurred by  the
authority were not
provided. In the
circumstance  ,the
actual fuel
consumed by NITA
has not been
provided for audit
verification and the
propriety of the fuel
cost of
kshs.1,254,538 for
the year ended 30"
June could not be
confirmed.

5.Fixed assets

Analysis  of  the
summary of fixed
assets as shown in
the table below and
at annex 3 of the

The difference of
KShs. 9,323,039
relating to Office
Furniture and
Equipment and a

financial statement | difference of
KYEOP/NITA/2020- eind the phys.ical KSh§. 9,323,039
2001/5 fixed asset reg1§ter relaj[mg to unresolved
kept by the project | vehicles and
revealed other  transport
significance equipment

differences of Kshs.
9.323,039 relating to
office furniture and
general equipment
and a similar

occurs due to
posting error.

The Office
Furniture and
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difference of Kshs.
9,232,039 relating to
the vehicles and
other transport
equipment totalling
to Kshs. 18,646,078.
No explanation has
been provided
regard the total
difference of Ksh.
18,646,078.

General
Equipment
amounting to
Kshs. 9,323,039
was wrongly
classified under
Vehicle and
other Transport
Equipment thus
understating the
Office Furniture

Consequently,  the | and General
accuracy of  the | Equipment
summary of fixed | amount and

asset  register at
annex 3 could not be
confirmed for the
year ended 30" June

overstating

Vehicle and
other Transport
Equipment. The

,2021 error was
corrected in the
Financial
Statement.
6.Budgetary The under
control and | expenditure
performance experienced
The statement of | under Purchase
KYEOP/NITA/2020- comparison of | of goods and ——
2021/5 budget and actuals | services, was
amount as at 30" | majorly brought
June ,2021 reflects a | about by

total payments final
budget of Kshs.

provision of a
higher allocation
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1,033,473,937

on the training

against actual | cost vote to cater
expenditure amount | for youth
of Kshs. | stipends, fees for
580,680,647 giving | training

a budget utilization | providers and
of 56%. An in-depth | there were

review of  the
expenditures
incurred shewed
there were budget
under absorption.
From the analysis
above, it is evident
that the project
spent  under its
budget by a total of
Kshs. 452,739,290
(44%). This may

have a negative
impact on
implementation  of
planned  activities

and service delivery
to stake holders.
This need proper
planning to avoid

limited training
activities due to
COVID-19
pandemic
whereby  some
milestones were
spilled to the
following
financial year.

instances of idle
funds.
7.Compensation _of | Included in the
KYEOP/NITA/2020- emplovees ‘ compensa’tion of
2001/5 Included _in the | employee’s unresolved
compensation of | balance of KShs.

employee’s balance

29,414,921 is
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of Kshs. 29,414,921 | KShs. 1,292,635
is  Kshs.1,292,635 | relating to
relating to  the | statutory
statutory deductions | deductions.
whose documentary | NITA  KYEOP

evidence such as | and National
payment and | Industrial
acknowledgement Training

slips ~ were  not | Authority

provided for audit | (NITA) share the
review and therefore | same employer
it 1S not clear | NSSF  number,
whether they had | NHIF  number
been remitted to|and KRA PIN
relevant entities as | and therefore,
required by Section | NITA KYEOP
94(1) of the Tax | transfer the
Procedure Act | amount to NITA
,2015,Section for onward
27.(1)of the NSSF | remittance to the
Act 2013,and | statutory bodies.
Section 18(2) of the | The stated
NHIF At Cap 255 amount was
remitted to the
relevant entities
by National
Industrial

Training

Authority

(NITA) inclusive
of other staffs in
the Authority as
evidence in
terms of payment
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slips and other
supporting
documents
provided to the
auditor for their
review.

KYEOP/NITA/2020-
2021/5

8.Imprest

management
Examination of the

imprests records | Management
totalling Kshs. | noted and has
4,814,837 revealed | ensured

that officers serving
on the project were
issued with more
than one(1)imprest
contrary to Section
93(4)(b) of the
Public Finance
Management
Regulation,2015
which states that the
Accounting Officer
shall ensure that an
imprest holder does
not have an
outstanding imprest
before an earlier one
is surrendered.

adherence to the
set-out  imprest
regulations. It
should be noted
that all  the
imprests
mentioned above
were accounted
for in full which
was also
discussed  with
the OAG team.

unresolved

KYEOP/NITA/2020-
2021/5

9.Activities without
prior clearance
from the world
bank

Approval for
Development
and Updating of

unresolved
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The audit reveals | existing

that a budget of | occupational
Kshs. 600,000 was | competency
approved by the | standards (OCS)
World Bank for | was granted by
development of a |the World Bank
new  occupational | in the Annual

standards while the | Work Plan
actual expenditure is | (AWP) and
recorded as Kshs. | Budget for the
3,755,900.In period July

addition, another | 2020-June 2021.
expenditure totalling
Kshs.1,034,600 was | The World Bank
incurred in a | approved  Kshs.
workshop to prepare | 600,000.00 for
NITA’s new role in | development of
KYEOP .However, | NeW occupation
a no objection | competence
certificate from the | standards (OCS)
World Bank was not | and Kshs.
provided for audit | 5,250,000.00 for
review updating of
existing
competence
standards. Since
the nature of two
activities are
related and
carried out by the
same experts, the
actual
expenditure  of
Kshs. 3,755,900
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for development
of new
occupation
competence
standards (OCS)
and updating the
existing
occupation
competence
standards (OCS)
is justified. The
workshop to
prepare NITA’s
new role in
KYEOP utilized
approved funds
for Quality
Assurance (QA)
which had been
approved in the
AWP. Following
restructuring  of
KYEOP and
NITA having
been  allocated
key mandate of
Quality
Assurance, it was
important that a
QA Frame work
be  developed.
This was
developed  and
shared with the
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World Bank and
NITA Board.
The main activity
of the workshop
was to develop
the QA
Framework  to
enable NITA
take the role of
quality assurance
in the project as

per the
restructuring
documents.
Guidance Notes:
1. Use the same reference numbers as contained in the external audit report;
2. Obtain the “Issue/Observation™ and “management comments”, required above, from final external audit
report that is signed by Management;
3. Before approving the report, discuss the timeframe with the appointed Focal Point persons within your
entity responsible for implementation of each issue;
4. Indicate the status of “Resolved™ or “Not Resolved” by the date of submitting this report to National
Treasury.

Stephen Ogenga
Director General Project Coordinator
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KENYA YOUTH EMPLOYMENT AND OPPORTUNITIES PROJECT-NATIONAL INDUSTRIAL
TRAINING AUTHORITY

Annual Report and Financial Statements for the financial year ended June 30, 2023

Annex 6: Other Support Documents
i. Bank Reconciliations statement as at 30" June 2023

ii. Board of Survey Report
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