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CHAIRPERSON’S FOREWORD

The Public Investments Committee on Governance and Education (hereinafter referred to as “the
Committee” is one of the six ‘Watchdog Committees’ in the thirteenth Parliament that examines
reports of the Auditor-General laid before the National Assembly to ensure probity, efficiency,
and effectiveness in the use of public funds. The Committee is established pursuant to National
Assembly Standing Order 206 to examine the working of public investments based on their audited
reports and accounts. This ensures implementation of Article 229(8) of the Constitution of Kenya,
2010 on reports laid before the House by the Auditor- General. The Committee was hived off the
hitherto singular Public Investments Committee, alongside two others, for efficiency of
examination of audit reports.

In examination of the reports, the Committee determined to go back three financial years, after
analysis showed that matters beyond that time had either been overtaken by events, or those that
were outstanding and needed address had been recurring in subsequent audits.

The Committee resolved to examine the reports of the Auditor General based on regional domicile
of each agency and the nature of operations of the agency, to enable an organized schedule of
hearings, countrywide. This report is the first of such and covers state agencies domiciled with the
Nairobi and Central regions.

In examining the accounts of the Auditor General, the Committee invited accounting officers in
each of the state corporations under review to adduce evidence before it.

This report contains observations, findings and recommendations arising from examination of
reports of the Auditor-General for twenty-three (23) state corporations for three financial years
running up to the latest, 2020/21 FY. The report is structured as follows:

i) general observations arising from recurring and cross-cutting audit queries;
ii) recommendations to each of the above;

iii) audit queries identified by the Auditor General in the audit reports of each state
corporation;

iv) management responses to each of the queries;
v) Committee observations/ findings on each query; and
vi) recommendations of the Committee to each query raised.

In this report, the Committee makes policy recommendations that it deems will cure financial and
audit challenges and at the same time recommends specific actions against specific officers who
may have acted contrary to the law. It further recommends further investigations of certain matters
by the relevant investigative agencies such as the EACC and the DCI. All this is geared towards
ensuring prudent use of public resources and holding all persons that have misappropriated public
funds accountable, in accordance with Article 226 (5) of the Constitution.

Vi
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The Committee appreciates the Offices of the Speaker and the Clerk of the National Assembly for
the support accorded to it to enable it to perform its mandate. The Committee further extends its
appreciation to the Office of the Auditor-General for the services it offered to the Committee
during the entire period, as well as those Accounting Officers who complied with audit timelines,
and provided satisfactory responses to queries raised.

I also extend my appreciation to my fellow Members of the Committee and the secretariat whose
immense contributions and dedication to duty has enabled the Committee to examine the audit
queries and produce this report.

On behalf of the Public Investments Committee on Governance and Education, and pursuant to
National Assembly Standing Order 199(6), it is my pleasant duty and honour to present to the 1°
Report of the Public Investments Committee on Governance and Education on Audited Financial
Statements for twenty-three (23) State Corporations.

HON. WANAMI WAMBOKA, MP

CHAIRMAN, PUBLIC INVESTMENTS COMMITTEE ON GOVERNANCE AND
EDUCATION
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EXECUTIVE SUMMARY

The 1% Report of the Public Investments Committee on Governance and Education (PIC-G&E)
contains the Committee’s examination of audited financial statements of twenty-three (23) State
Corporations.

In its examination and scrutiny of the audited financial statements of the various State
Corporations, the Committee’s primary approach was to elicit background information as to why
particular course of financial and/or management actions were or were not taken. This was done
guided by the relevant public financial management principles in the Constitution of Kenya, 2010,
the Public Audit Act, 2015, the Public Finance Management Act,2012 and the attendant
Regulations, the Public Procurement and Asset Disposal Act, 2015 and the attendant Regulations,
the International Public Sector Accounting Standards (IPSAS) and the International Financial
Reporting Standards (IFRS) relevant for commercial state corporations.

The preface of the report contains preliminaries on the establishment of the Committee; its
membership and secretariat; mandate; and the guiding principles governing the Committee in the
discharge of its mandate.

Part two of the report contains the Committee’s general observations / findings on cross-cutting
issues, and its recommendations.

Part three of the report contains reports of the specific State Corporations whose financial
statements were examined; the financial years considered for each state corporation; the specific
audit reservations raised by the Auditor-General in each financial year; management response to
each audit reservation raised by the Auditor-General; Committee observations/ findings after
consideration of the respective audit reservation; and finally, Committee recommendations on each
audit query.

viii

The I*' Report of Public Investments Committee on Governance & Education



1.0 PREFACE
1.1 Establishment and Mandate of the Committee

The Public Investments Committee on Governance and Education is established under the
National Assembly Standing Order (S.0.) 206 and is responsible for the examination of the
working of public investments based on their audited reports and accounts. It is mandated to-

i. examine the reports and accounts of the public investments;

ii. examine the reports, if any, of the Auditor-General on the public investments; and

ili. examine, in the context of the autonomy and efficiency of the public investments,
whether the affairs of the public investments, are being managed in accordance with
sound financial or business principles and prudent commercial practices.

The Committee in considering the Audited accounts of State Corporations is guided by the
Constitution of Kenya and the following statutes and codes/regulations in undertaking its

mandate: -

a) Chapter Twelve of the Constitution on Public Finance
Part I-Principles of Public Finance
Article 201 sets out the principles of public finance which includes: -

openness and accountability, including public participation in financial
matters (Article 201(a)); use of public money in a prudent and responsible
way (Article 201(d)); and

responsible financial management and clear fiscal reporting (Article
201(e)).

Part 6-Control of Public Money
Article 226 deals with the accounts and audit of public entities and provides that:

the accounting officer of a national public entity is accountable to the N.A
for its financial management(Article 226(2)); and

the holder of a public office, including a political office, who directs or
approves the use of public funds contrary to law or instructions, is
personally liable for any loss arising from that use and shall make good the
loss, whether the person remains the holder of the office or not (Article
226(5)); and

Article 227 deals with the procurement of public good and services. Article 227 (1) in
particular, provides that “when a State organ or any other public entity contracts for goods
or services, it shall do so in accordance with a system that is fair, equitable, transparent,
competitive, and cost-effective”.
the Public Finance Management Act, No. 18 of 2012
Section 68 sets out the responsibilities of accounting officers for national
government entities, Parliament and the Judiciary. This includes accountability to

ix
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the National Assembly for ensuring that the resources of the respective entity for
which he or she is the accounting officer are used a lawful, authorized, effective,
efficient, economical and transparent manner (section 68(1)).

Section 72 focuses on the accounting officers’ responsibility to manage the assets and
liabilities of national government entities.
Apart from the above-named laws, the Committee was further guided by the following: -

(i) the Parliamentary Powers and Privileges Act, No. 29 of 2017,

(ii) the Public Finance Management (National Government) Regulations, 2015;
(iii) the Public Procurement and Asset Disposal Act, No. 33 of 2015;

(iv) the Public Procurement and Asset Disposal Regulations, 2020;

(v) the State Corporations Act, No. 11 of 1986;

(vi) the Public Audit Act, No. 34 of 2015;

(vii) The Fair Administrative Action Act, No. 4 of 2015;

(viii) the Accountants Act, No. 15 of 2008; and

(ix) the National Assembly Standing Orders
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1.2 Committee Membership

3. The Committee comprises of the following fifteen (15) Members;

Chairperson

The Hon. Wanami Wamboka, M.P.
Bumula Constituency

Vice Chairperson

The Hon. Naisula Lesuuda, OGW, MP

Samburu West

Kenya African National Union (KANU)

The Hon. (Amb.) Francis Sigei, EBS, MP

Sotik
UDA Party

The Hon. Mark Mwenje, MP.
Embakasi West Constituency

Jubilee Party

The Hon. Thuddeus Nzambia, MP.

Kilome Constituency

WDM Party

The Hon. James Wamacukuru, MP.

Kabete Constituency
UDA Party

The Hon. Maurice B. Kakai, MP.
Kiminini Constituency

DAP-K Party

The Hon. Rebecca Tonkei, MP.
Narok County

UDA Party

DAP-K Party

The Hon. Alfah Miruka, MP.
Bomachoge Chache Constituency

UDA Party

The Hon. Bonaya Gollo, MP
Isiolo County

Jubilee Party

The Hon. Shadrack Mwiti, MP.
Imenti South Constituency

Jubilee Party

The Hon. Moses Kirima, MP
Imenti Central Constituency

UDA Party

The Hon. Daniel Karitho, MP
Igembe Central Constituency

Jubilee Party

The Hon. Chiforomodo Munga, MP
Lungalunga Constituency

UDM Party

The Hon. Joseph Tonui, MP
Kuresoi South Constituency

UDA Party

Xi
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1.3 Committee Secretariat
4. The secretariat facilitating the Committee comprises the following technical staff;

Mr. Victor Weke
Senior Clerk Assistant/ Lead Clerk

Mr. Victor Mutugi Ms. Jane Ouko
Clerk Assistant I1I Clerk Assistant 11
Ms. Faith Chepkemoi Ms. Eunice Liavuli
Legal Counsel [I Research Officer 111
Mr. Edwin Machuki Ms. Georgina Okoth
Fiscal Analyst 11 Research Officer III
Mr. Collins Mahamba Mr. Albert Atunga
Audio Officer Sergeant at Arms
Mr. Jared Onyancha Mr. Derrick Kathurima
Protocol Officer Media Relations Officer

1.3 Committee proceedings

5. To produce this report, the Committee held eighteen (18) sittings in which it examined the
Reports by the Auditor-General on the financial statements of twenty-three (23) State

Corporations.
6. In its inquiry into whether the affairs of public investments are managed in accordance with
sound business principles and prudent commercial practices, the Committee heard and received

both oral and written evidence from Chief Executive Officers, Principals and Directors-General
(Accounting Officers) of various State Corporations and other relevant witnesses.

7. The Committee recommendations on the issues raised by the Auditor-General for the various
State Corporations are found under appropriate sections of the report on each of the State
Corporations examined.



8. These observations and recommendations, if considered and implemented, will enhance
accountability, effectiveness, transparency, efficiency, prudent management, commercial
viability and value for money in State Corporations and the public investments made in the
governance and education sectors as a whole.

xi
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2.0 GENERAL OBSERVATIONS AND RECOMMENDATIONS

%

10.

11.

12.

In consideration of reports of various state agencies, the Committee encountered cross-
cutting and at times recuring matters that informed the general observations and
recommendations. Specific observations and recommendations are however made in relation
to the respective agency.

2.1 Poor accounting standards and general incapacity of some accounting officers

The Committee found that due to previous lack of exposure to the audit process culminating
in parliamentary review, some accounting officers were ignorant of/ or non-compliant with
the various provisions of the PFM Act, 2012 and Public Audit Act, 2015 Audit queries
spanning as far back as FY 2018/19 remained unresponded to by some agencies who were
only jolted to action once invited by the Committee.

The Committee recommends that the National Treasury and the Olffice of the Auditor-General
conducts annual sensitization and capacity building for all accounting officers and finance

staff in State Corporations on their responsibilities during the audit cycle and adherence to
IPSAS.

2.2 Late submission of supporting documentation

The Committee observed that some accounting officers failed to submit supporting
documentation to the Auditor-General on time (during the audit cycle) as required under
section 68 of the PFM Act and section 13 of the Public Audit Act. This invariably led to the
Committee discussing matters that should ordinarily not feature in the final report, some as
mundane as accounts not balancing.

The Committee recommends that Accounting Olfficers henceforth comply with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act and Public Audit Act,
by providing supporting documentation on time. The Committee in subsequent audits will
prescribe punitive measures to those accounting officers that fail to adhere to requirements
of the law in this regard.

2.3 Unsecured/ untitled land holdings

The Committee also observed cases where land held by various institutions were not secured
and titled accordingly. This led to encroachment in some cases, with the potential of eventual
forfeiture or loss.

The Committee recommends that the National Land Commission and the relevant ministries
immediately ensure that all State Corporations secure titles to all their parcels of land. These
institutions and the National Treasury must also prioritize fencing off of all land holdings to
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Jorestall further encroachment. The Committee recommends that encroachers face full extent
of the law, and are evicted and charged in court.

2.4 Long outstanding construction works

13. The Committee encountered cases where construction projects in some State Corporations
had taken inordinately long to complete, leading to escalating costs through accrued interest
and prolongation costs. A classic case is the new Mitihani House by KNEC that has taken
thirty-seven (37) years to complete, spanning seven different contracts.

The Committee recommends that the National Treasury should only approve projects that it
can guarantee funding and completion within the medium-term economic framework.

2.5 Expensive consultancies

14. Related to long outstanding construction works discussed above, the Committee observed
that some projects had huge components for consultancies for project conception
(architectural drawings) and supervision. Given that the consultants deliver their project
designs, beforehand, public agencies are forced to pay them upfront, from meagre resources
that would otherwise be directed towards construction. This state of affairs has been
compounded by a weak public works function that would ordinarily oversee public projects.

The Committee recommends that the Ministry responsible for public works revamps the
Public Works Department and employs adequate and competent staff. Moreover, certain
technical institutions including the Kenya Technical Training College (KTTC) undertake
technical training in public works and related technical skills and may assist the government
in the management of government projects. KITC has now been engaged by KNEC to
complete the new Mitihani House through government-to-government arrangements. The
relevant Departmental Committee should consider amending the Public Procurement and
Assets Disposal Act, 2015 to provide for first priority consideration of government agencies
that have the capacity to provide certain services.

2.6 Failure to adhere to gender, ethnicity, regional balance and other considerations in staffing

15. A number of institutions had skewed ethnic diversity within their staff complement especially
at the senior management level. This was especially manifest in those agencies domiciled in
areas predominantly inhabited by a particular ethnic community. Despite explanations from
Accounting Officers that the lack of diversity was prevalent in the lower cadres, the
Committee is of the view that with the rife unemployment countrywide, attracting an
ethnically diverse pool of applicants for advertised jobs was tenable.
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The Committee recommends that all public agencies must comply with the constitutional
provision on equity and inclusiveness buttressed by the National Cohesion and Integration

Act, No. 12 of 2008.

Further, the Committee recommends that the National Cohesion and Integration Commission
together with the Inspectorate of State Corporations conduct bi-annual examination of ethnic
composition in these state-owned enterprises, to confirm compliance with the constitutional
and statutory requirements.
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3.0 CONSIDERATION OF THE REPORTS OF THE AUDITOR GENERAL ON THE

FINANCIAL STATEMENTS OF SPECIFIC STATE CORPORATIONS
3.1 KENYA INSTITUTE OF SPECIAL EDUCATION (KISE)
16.

Dr. Norman Kiogora, Director, led his team in adducing evidence on the audited accounts of
Kenya Institute of Special Education (KISE), on 8" March 2023.

3.1.1 Audited Financial Statements for Financial Years 2018/19 and 2019/2020

17.

The institute had no audit queries in the subject financial years.

3.1.3 Audited Financial Statements for Financial Year 2020/21

18.

19,

20.

21.

22,

3.1.0 Inaccuracies in Cash and Cash Equivalents

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects cash and cash equivalents of Kshs.124,968,954. Review of the records provided for
audit revealed that the KCB Fee Collection Account and KCB Call Accounts shared the same
account number. Management did not provide for audit the bank statement for the KCB Call
Accounts and supporting documents for the balance of Kshs.104,790,000 reported under
KCB Call Accounts. In addition, the movement in balances of the Call Account from the
previous financial year of Kshs.30,000,000 to the current financial year of Kshs.104,790,000
was not supported.

In the circumstances, the accuracy and completeness of the cash and cash equivalents balance
of Kshs.124,968,954 could not be confirmed.

Management Response

The Institute negotiated with KCB Bank with the intention to earn some interest on the
amounts available in the fee collection current account. To facilitate this, the bank placed the
amount on call. The schedule for the movement represented by a ledger for the Call deposits
is available and maintained as a control record. All movements in tranches originate from
and are liquidated to KCB Bank A/c 1128797836 whose statement we provided as well as
the confirmation statement for the call account. It is our submission therefore, that
reconciliation of amount held in call is ascertainable at any point in time.

Committee Observations
The Committee observed that the matter had been resolved.
Committee Recommendation

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.
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Unsupported Fees and Student Contribution

23. The statement of financial performance and as disclosed in Note 8 of the financial statements,
reflects fees and student contribution amounting to Kshs.73,555,096. The fees and students’
contribution include administration fees and activity fees amounting to Kshs.9,018,100 and
Kshs.346,000 respectively. However, the amount could not be confirmed as information and
documentation relating to the student population was not provided to give a basis for
confirmation.

24. In the circumstances, the accuracy and completeness of fees and student contribution of
Kshs.73,555,096 could not be confirmed.

Management Response

25. The student population is available and the amounts were constituted using the applicable fee
structures. The Institute’s residential students pay activity fees at Kshs. 2,000 per student and
the 173 students who joined in 2021 were invoiced as applicable. The administration fees is
paid at varying amounts for respective programs, year of study and the term in question.

Committee Observations
26. The Committee observed that the matter had been resolved.
Committee Recommendation

27. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.1.1 Unsupported Trade and other Payables

28. The statement of financial position and Note 25 to the financial statements reflects a trade
and other payables balance of Kshs. 19,591,079. The amount includes an amount of Kshs.
8,805,480 due to the Kenya National Examinations Council while the council’s book reported
a nil balance resulting in an unexplained and unreconciled variance of Kshs.8.805,480.
Further, the amount includes an amount of Kshs.7,034,566 due to JXUAT&SABs project
office, an amount that is not reflected in the accounting of the University. Consequently, the
accuracy of trade and other payables balance of Kshs. 19,591,079 as at 30 June, 2021 could
not be confirmed.

Management Response

29. The KNEC liability was recognized based on the number of students already uploaded on
KNEC SNE Exam platform as at end of the year. Whilst only proformas were already issued
on the platform, the Institute deemed it prudent to recognize the obligation. The process of

5
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registration and payment was not completed until after 30th June 2021. The JKUAT &SABs
office debt arose from a consultancy work on a construction project. The amounts were
anchored on an MoU between the two organizations. This was before JKXUAT formed
JKUATES which now raises invoices for such arrangements. This could be the possible
reason they may have missed the revenue and the respective debt. The Institute has since
settled the amount and we expect the revenue to be effectively recognized on the other end.
We avail with this response the confirmation of this discharge from JKUATES.

Committee Observation

30.

The Committee observed that the matter had been resolved.

Committee Recommendation

31.

32.

33,

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.1.2 Unsupported Refundable Deposits from Customers

The statement of financial position and as disclosed in Note 27 to the financial statements
reflects a balance of Kshs.19,984,633 in respect of refundable deposits from customers. The
balance includes an amount of Kshs.13,196,480 refundable to Kenya National Examination
Council (KNEC) which was not reflected in the KNEC’s accounting records resulting in an
unexplained and unreconciled variance of the same amount. Further, the Institute
Management did not provide supporting evidence for fees by sponsors amount of
Kshs.4,232,329.

In the circumstances, the accuracy and completeness of refundable deposits from customers
amounting to Kshs.19,984,633 could not be confirmed.

Management Response

34.

The KNEC fees account is a clearance account that acts as a control for funds received from
students meant to cater for KNEC exams registration. This is to ensure that such funds are
not used in other areas of expenditure. It does not represent the amount owed to KNEC, but
rather obligation of the Institute to register students, when time for registration is due. As at
30th June 2020, the amount had not been paid though collected from students.

Committee Observations

35.

The Committee observed that the matter had been resolved.
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Committee Recommendation

36.

37.

38.

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.1.3 Unsupported and Unexplained Deferred Income
The statement of financial position and Note 26 to the financial statement reflects deferred
income amounting to Kshs.9,811,116. However, the movement of the balance from the
previous year of Kshs.42,858,379 was not supported by an equivalent recognition of the
income amounting to Kshs.33,047,263 in the statement of financial performance. Further, the
deferred income includes an amount totalling Kshs.6,854,631 that had no movement in the
financial year 2018/2019.

In the circumstances, the completeness and accuracy of accounting of deferred income
amounting to Kshs.9,811,116 could not be confirmed.

Management Response

39.

The explanation has been done by the management in form of a table which could not fit in
the relevant template.

Committee Observations

40.

The Committee observed that the matter had been resolved.

Commiittee Recommendation

41.

42,

43.

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.1.4 Unsupported Research Expenses
The statement of financial performance reflects operations and maintenance amount of
Kshs.77,128,996 and as detailed on Note 13 to the financial statements. Included in this
amount is research expenses of Kshs.2,220,871 out of which an amount of Kshs.400,000 was
not supported with details of services rendered and goods supplied.

In the circumstances, the accuracy and completeness of research expenses of Kshs.2,220,871
could not be confirmed.
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Management Response

44. The payment of the Kshs 400,000 has been explained and the necessary documents now

provided.

Committee Observations

45. The Committee observed that the matter had been resolved.

Committee Recommendation

46. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting

documentation to the Auditor General on time.

3.1.5 Unsupported Receivable from Exchange Transactions

47. The statement of financial position and as disclosed in Note 21 to the financial statements
reflects receivables from exchange transactions of Kshs.65,421,637. The following

anomalies were observed;

i) The student debtors listing had a total of 5,462 student debtors while the Institute’s capacity
is less than 500 students in a year. Review of the debtor listing revealed that there were
debtors with outstanding amounts of more than ten (10) years raising doubt on the

recoverability of the students’ debts;

ii) The trade debtors balance of Kshs.7,0372,520 includes amounts of Kshs.3,135.437 in
respect of receivables from various entities that were not reflected in the balance of their

respective accounting records as detailed below;

Balance as Per

KISE Financial | Balance as | Unreconciled

Statements Per Entity Variance
Name of Entity (Kshs.) (Kshs.) (Kshs.)
Higher Education Loans Board 737,920 - 737,920
Kenya National Commission for | 30,000 - 30,000
UNESCO
Kenya Literature Bureau 215,517 - 215,517
Kenya Pipeline Company 1,179,000 - 1,179,000
Maseno University 1,000,000 - 1,000,000

Total 3,135,437 3,135,437
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iii) The general debtors’ balance of Kshs.10,937,830 includes amounts receivable from
various institutions which are not included in the entity accounting records as detailed

below;

Balance as | Balance as | Unexplained and
Per KISE | Per Entity | Unreconciled
Kshs. Kshs. Amount

Name of Entity Kshs.

Ministry of Education 1,993,000 |- 1,993,000

Teachers Service Commission 253,080 - 253,080

Jomo Kenyatta Foundation 498,500 - 498,500

Directorate of Personnel Management 630,000 - 630,000

Total 3,374,580
3,374,580

48. In the circumstances, the accuracy, completeness, recoverability, and validity of receivables
from exchange transactions of Kshs.65,421,637 could not be confirmed.

Management Response

49. The student debtors listing is historical and therefore lists students with balances since 2001.
Many of the students were on distance learning mode and hence not affected by the Institute
residential capacity. The Institute has already started the process to write them off as most of
the debtors are those who dropped off the courses and we do not hold any certificates against
such balances which is in concurrence to the observation made on the Emphasis of matter on
the Audit report. The Institute expected the other organizations to report the same in their
books accordingly.

50. The Institute confirms that service was rendered invoices issued, and as such these balances
are authentic. The other organizations were to report for these in their statements
independently.

Committee Observations

51. The Committee observed that the management had already written to their counterparts in
the other organizations for reconciliation.
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Committee Recommendation

52. The Committee recommends that the Accounting Officer obtains the concurrence of his
counterparts and reconciles their accounts by the time the next audit is due.

3.1.7 Receivables from Exchange Transactions

53. As disclosed in Note 21 to the financial statements, the receivables from exchange
transactions balance of Kshs.65,421,637. Included in this balance is outstanding fees due
from students of Kshs.89,970,293 before provision for bad and doubtful debts which have
been outstanding for over eleven (11) years and whose recoverability is doubtful.

Management Response

54. The student debtors listing is historical and therefore lists students with balances since 2001.
Many of the students were on distance learning mode and hence not affected by the Institute
residential capacity. The Institute has already started the process to write them off as most of
the debtors were those who had dropped off the courses and the institute held no certificates
against such balances.

Committee Observations
55. The Committee observed that the matter had taken inordinately long to conclude.
Committee Recommendation

56. The Committee recommends that the National Treasury writes off the amounts at the end of
the current financial year.

3.1.8 Non-Compliance with International Public Sector Accounting Standard (IPSAS)
and Public Sector Accounting Standards Board (PSASB) Guidelines
57. The financial statements provided for audit did not conform to the IPSAS and PSASB
prescribed format of preparation of financial statements as indicated below;
(i) The approval for the financial statements is indicated as 30 August, 2020.
(i)  Accounting policy on taxation is incomplete.
(iii)  The accounting policy indicates that the Institute accounts for deferred tax is not
included in the financial statements.
58. In the circumstances, the Management did not follow the prescribed format and guidelines
prescribed and published by the Board.
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Management Response

59. The Institute has since received and used the latest IPSAS Formats for its accounts. The
Institute has also initiated capacity building of the accountants in this respect to eliminate
such occurrences moving forward.

Committee Observations

60. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

61. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.1.9 Irregular Payment of Sitting Allowance to Members of Staff

62. During the year under review audit, twelve (12) members of staff were paid sitting allowances
totaling Kshs.195,000 for different council and committee meetings while they were not
members of the council. This is contrary to State Corporations Act, Cap 446 Section 10 (1)
on remuneration and expenses of chairman and members which states that the chairman and
members of a Board other than the chief executive and public officers in receipt of salary,
shall be paid out of the funds of the corporation such sitting allowances or other remuneration
as the Board may, within the scales of remuneration specified from time to time by the
Committee, approve.

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

Management Response

64. The above was not paid as a sitting allowance but honorarium for extended efforts and hours
towards preparatory work. This is paid as per the circular for honoraria payment to staff. The
KISE Council vote schedule provided to the audit team supports payments that are paid only
to bona fide council members.

Committee Observations

65. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

66. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.
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67.

68.

3.1.10 Unbalanced Budget

The Management prepared a budget that reflects the final budgeted receipts of
Kshs.336,302,981 against the budgeted expenditure of Kshs.311,939,627 resulting in a
budget variance of Kshs.24,363,354. This was contrary to Regulation 33(c) of the Public
Finance Management (National Government) Regulations, 2015 which provides that the
budget shall be balanced.

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

Management Response

69.

This arose after inclusion of additional Kshs. 24 million from deferred tuition fees income in
the resources for the year under review. This had been previously omitted and added to
equity.

Committee Observations

70.

The Committee observed that the matter had been resolved.

Committee Recommendation

71.

72.

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act , by providing
supporting documentation to the Auditor General on time.

3.1.11 Delay in Implementation of the Enterprise Resource Planning (ERP) System
The Institute procured an Enterprise Resource Planning (ERP) System at a contract sum of
Kshs.9,822,233.30. The contract was to run for a period of seventeen (17) weeks, from 5
June, 2020 to 12 October, 2020. The firm was to implement and customize eighteen (18)
modules for the easier and more efficient running of the Institute’s operations. It was noted
that the final payment of Kshs.7,057,556 was made to the firm on 12 July, 2021. However, a
review of the records in respect of the system confirmed the following anomalies;

i.  According to the Internal auditor report dated 12 February, 2021, the project was
behind schedule and most of the modules were either facing challenges or were
at the 0% implementation stage. The key modules that had challenges included
financial management, academic and admission management, purchase and
procurement management, human resource and payroll, staff and student portal,
and the store and inventory management;

ii. It was observed the system was unable to do reconciliations, edit erroneous
postings, print cheques, and meals control to distinguish various categories of
students thus making meals available for all. The procurement module’s inability
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to edit an item when an LPO had been raised, the disappearance of posted LPO,
and updating stores inventory amongst other issues;

iii.  The payment of Kshs.7,057,556 was not supported with a certificate of
completion and therefore the basis of payment could not be confirmed;

iv.  Management did not provide evidence of approval of the extension of contract
duration as required by Section 139(1)(a) of the Public Procurement and Asset
Disposal Act,2015; and,

v. The approval for contract variation from the original contract sum of
Kshs.9,143,526.30 to Kshs.9,822,233.30 was not provided. No commissioning
report or handover report from the supplier to the Institute was not provided for
audit.

In the circumstances, value for money has not been realized on the expenditure of
Kshs.7,057,556 for the acquisition of the Enterprise Resource Planning system.

Management Response

73,

The Implementation of the system design stage was started in June 2020 as planned.
However, the incidence of COVID-19 closures and interference with the academic cycle
affected completion of key modules especially those relating to training and examination
management. This was compounded further by the fact that on resumption, the accelerated
calendar almost denied the Academic Team any space for meetings and engagements on the
system development. The final instalment was paid as the contracted developer had put in
place all the agreed modules and the only pending matter was the utilization and full testing
by the Institute.

Committee Observations

74.

The Committee observed that the matter had been resolved.

Committee Recommendation

7s.

76.

The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act 2015, by providing
supporting documentation to the Auditor General on time.

3.1.12 Unauthorized Council Retreat Expenditure

The statement of financial performance and Note 14 to the financial statements reflect an
amount of Kshs.3,843,045 in respect of Council expenses. Included in the amount is
Kshs.1,829,793 in respect of retreat allowance paid to Council Members. However, the
approval for the retreat by the Cabinet Secretary was not provided for audit.

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

77. The Maanzoni Lodge activity was a retreat to conceptualize the Special Needs Education
Diploma Curriculum. It was to allow for stakeholder engagement and participants were
drawn from KISE, KICD and KNEC. The Council members were therefore participants as
owners of the Institute’s strategy and hence paid the night outs in line with SRC circular ref:
SRC/TS/3/17 VOLV (171) of December 2017.

Commiittee Observations

78. The Committee observed that the matter had been resolved.

Committee Recommendation

79. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, 2015, by providing
supporting documentation to the Auditor General on time.

3.2 KENYA INSTITUTE OF CURRICULUM DEVELOPMENT (KICD)

80. Prof. Charles Ong’ondo, Chief Executive Officer, led his team in adducing evidence on the
audited accounts of Kenya Institute of Curriculum Development (KICD), on 8" March 2023.

3.2.1 Audited Financial Statements for Financial Year 2018/19

3.2.0 Budget control and performance
81. The statement of comparative budget and actual amounts for the year ended
30 June, 2019 reflects actual expenditure of Kshs.9,240,351 against final expenditure
budget of Kshs.7,812,081 resulting in an over expenditure of Kshs.1,428,270 or 18% of
the total budget. Management has not provided any explanation on the over expenditure.

Management Response

82. The over expenditure was on donor programme activities, especially textbook distribution
which was a delegated activity to the institute by Ministry of Education. Towards the end of
financial 2018/2019 the ministry disbursed more funds than what was initially budgeted thus
the institute had more funds for the distribution of books than was initially budgeted for.

Committee Observations

83. The Committee observed that the matter had been resolved.
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Committee Recommendation

84. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.2.1 Prior year audit matters

86. In the audit report of the previous year, issues on work in progress and budget control and
performance were raised under the Report on Financial Statements. However, although the
Management has indicated that the issues have been responded to, the matters have remained
unresolved as the National Assembly has not deliberated on the same.

Management Response
87. The Institute has since addressed the matters.

Committee Observations

88. The Committee observed that the matter had been resolved.

Committee Recommendation

89. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(k) of the PFM Act 2012 and section 13 of the Public Audit Act, by providing supporting
documentation to the Auditor General on time.

3.2.2 Compliance with the National Cohesion and Integration Act, 2008

90. A review of the staff data for the Institute as at 30 June, 2019 revealed that one ethnic
community accounted for 40.82% of the senior management staff as was the case in the previous
year. This is contrary to section 7(2) of the National Cohesion and Integration Act, 2008 which
states that no public establishment shall have more than one third of its staff from the same ethnic
community. The Institute has failed to improve the regional balance as similar percentages remain
relatively un-changed compared to last years.

Management Response

91. The issue of ethnic imbalance has been an historical issue. The Institute has put in place the
following measures to improve staff distribution to ensure that there is not more than one third of
the staff from the same ethnic community;

i) Taking affirmative action measures to ensure proportionate representation of members
of the unrepresented and underrepresented ethnic communities, minorities, and
marginalized groups.
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