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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 second 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 sixteen (16) 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;
i) 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.

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.
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[ 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 2™
Report of the Public Investments Committee on Governance and Education on Audited Financial
Statements for sixteen (16) State Corporations.

HON. WANAMI WAMBOKA, MP

CHAIRMAN, PUBLIC INVESTMENTS COMMITTEE ON GOVERNANCE AND
EDUCATION
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EXECUTIVE SUMMARY

The 2™ report of the Public Investments Committee on Governance and Education (PIC-G&E)
contains the Committee’s examination of audited financial statements of sixteen (16) 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
with the relevant public financial management principles in mind, including, the Public Audit Act,
the Public Finance Management Act 2012, Public Finance Management Regulations, Public
Procurement & Asset Disposal Regulations, International Public Sector Accounting Standards
(IPSAS) and 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 while
undertaking its mandate.

Part two of this report contains the committee’s general observations / findings on cross cutting
issues, and their recommendations.

Part three of this report contains reports of the specific state corporations whose financial
statements were examined; the financial years considered in 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
considering each audit reservation; and finally, committee recommendations on each audit query.

vi
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1. PREFACE
1.1 Establishment and Mandate of the Committee

1. 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

iii. 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.

2. 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 carrying out 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: -

(i) 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

(ii) 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:

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

(ii) 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)).

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
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;

vii
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(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

viii
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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.

Vice Chairperson

The Hon. Naisula Lesuuda, OGW, MP

Samburu West

Kenya African National Union (KANU)

The Hon. 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

Bumula Constituency

DAP-K Party

The Hon. Daniel Karitho, MP
Igembe Central Constituency

Jubilee Party

The Hon. Chiforomodo Munga, MP
Lungalunga Constituency

UDM Par

The Hon. Joseph Tonui, MP
Kuresoi South Constituency

UDA Par

The Hon. Alfah Miruka, MP.
Bomachoge Chache Constituency

UDA Party

The Hon. Bonaya Gollo, MP
Isiolo County

Jubilee Part

The Hon. Shadrack Mwiti, MP.
Imenti South Constituency

Jubilee Part

The Hon. Moses Kirima, MP
Imenti Central Constituency

UDA Party
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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
Clerk Assistant I11

Ms. Faith Chepkemoi
Legal Counsel IT

Mr. Edwin Machuki
Fiscal Analyst 11

Mr. Collins Mahamba

Ms. Jane Ouko
Clerk Assistant 11

Ms. Eunice Liavuli
Research Officer 111

Ms. Georgina Okoth
Research Officer 111

Mr. Albert Atunga

Audio Officer Sergeant at Arms

Mr. Derrick Kathurima
Media Relations Officer

Mr. Jared Onyancha
Protocol Officer

1.3 Committee proceedings

5.

To produce this report, the Committee held nineteen (19) sittings in which it examined the reports
of the Auditor General on the financial statements of sixteen (16) State Corporations for various
financial years.

In its inquiry into whether the affairs of the 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.

The Committee observations and recommendations on the issues raised by the Auditor General
for the various State Corporations are found under appropriate sections of the report for each of
the State Corporations covered.

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

9.  In consideration of reports of various state agencies, the Committee encountered cross-
cutting and at times recurring matters that make general observations and
recommendations. Specific observations and recommendations are however made under
each specific agency;

a. Poor accounting standards and general incapacity of some accounting officers

10. 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 to various provisions of the PFM Act and Public Audit Act. 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 Treasury and the Office of the Auditor General conducts
annual sensitization and capacity building exercises to all accounting officers and finance staff
in state corporations. This includes their responsibilities during the audit cycle and adherence
to IPSAS.

b. Late submission of supporting documentation
11. The Committee observed that some accounting officers failed to submit supporting
documentation to the Auditor General on time as per section 68 of the PFM Act 2012 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, by providing supportive
documentation on time. The Committee in subsequent audits will prescribe punitive measures
to those accounting officers that fail to adhere to the requirements of the law in this regard.

¢. Unsecured/ untitled land holdings

12. 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 all land holdings to
forestall further encroachment. The Committee recommends that encroachers face full extent
of the law, and are evicted and charged in court.

d. 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.
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The Committee recommends that National Treasury should not approve projects that it cannot
guarantee funding and completion within the medium-term economic framework. Accounting
Officers should obtain written guarantee by Treasury for full and complete funding before
committing to contracts.

e. Expensive consultancies

14. Related to long outstanding works cited above, the Committee observed that some
projects had huge components for consultancies for project conception (architectural
drawings) and supervision. Because the consultants deliver their project designs before-
hand, 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 this
department and staffs it with adequate and competent staff. Moreover, certain technical
institutions including Kenya Technical Training College (KTTC) do training of such technical
skills and could deliver for government projects. The relevant Departmental Committee should
consider amending the Public Procurement and Assets Disposal Act to provide for first priority
consideration of government agencies that have capacity to provide services.

f. Material uncertainty to going concern/ Funding of universities

15. The Committee raised concerned that most public universities have negative working
capital. In addition to manifest structural challenges, underfunding in the form of
capitation has been a key challenge. It was observed that Government has been disbursing
funds to universities in block figures that are not based on student numbers or any
verifiable indicator. Moreover, government has engaged in funding of students in private
universities, despite public universities having capacity to absorb all students.

The Committee has requested for a special audit of funds disbursed to private universities to
cater for ‘government sponsored’ students. This audit will inform comprehensive
recommendations on the same. In the interim, the Committee recommends that the government
through its universities and colleges placement system exhausts slots available in public
universities before considering private universities, and effectively ceases funding private
universities through conditional grants.

Further the Committee recommends that the working party taskforce on education reforms
considers revising funding to universities to make use of the Differentiated Unit Cost model,
based on student numbers.

Finally, the Committee encourages these institutions to re-engineer their operations and
business models and explore revenue raising measures through A-I-A, away from over-reliance
on exchequer.

g. Failure to adhere to gender, ethnicity, regional and other considerations in staffing

16. Several institutions had skewed ethnic diversity within their ranks. This was especially
manifest in those agencies domiciled in areas predominantly inhabited by a certain ethnic
community. Despite explanations from Accounting Officers that the bulk were in lower
cadres, the Committee is of the view that with the rife unemployment countrywide,

2
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attracting an ethnically diverse pool of applicants for jobs was tenable. This was indeed a

constitutional provision, buttressed by the National Cohesion and Integration Act, and all
public agencies must comply.

The Committee recommends that -

(i) 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.

(ii) 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 incremental address of the matter.
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3

CONSIDERATION OF THE REPORTS OF THE AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF STATE CORPORATIONS (TRAINING
COLLEGES/ INSTITUTIONS)

3.1 KENYA SCHOOL OF TVET (FORMERLY KENYA TECHNICAL TRAINERS

COLLEGE)
17.  Dr. Edwin Tarno, Chief Executive Officer, accompanied by the following officers;
i) Mr. Thomas M. Kituyi - Deputy Principal
if) Ms. Elizabeth Wangaruro - Finance Officer
iii) Mr. Paul Kingangi Njuguna - Internal Auditor
appeared before the Committee to adduce evidence on the audited accounts of Kenya
School of TVET (KSTVET), on 15" March 2023.
3.1.1 Audited Statements for Financial Year 2018/19
1. Material uncertainty of going concern
18. Idraw attention to note 36 to the financial statements which describes the rationale upon
which the Council members have prepared the financial statements on a going concern
basis. The College registered a deficit of Kshs.39,441,469 (2018 deficit Kshs.50,388,866)
thereby reducing revenue reserves from negative Kshs.136,525,400 to negative
Kshs.175,866,866 as at 30 June 2019. The college financial performance is therefore on
a downward trend. If measures are not put in place to arrest the situation, the college is
likely to experience financial challenges soon.
Management Response
19. The issue on the College’s financial performance being on a downward trend came as a

result of Policy change at the Ministry of Education as explained below;

i) The mode of funding regarding Grants for Operation changed, such that this was done
in form of Capitation, based on students’ enrolment. Kenya Technical Trainers College
unlike other Technical Colleges has a unique Mandate of training Technical Trainers,
who need to be assessed on Teaching Practice for them to qualify as Technical Trainers.
The Operations Grant (Capitation) received had no provision made to support the
Teaching Practice expenditure, which amounted to Kshs.22,927,379.00 as can be traced
in the Financial Statements under review.

ii) The Ministry of Education reviewed the Fees charged to students to Kshs.56,420.00 for
all Technical Training Institutes. Out of the Kshs.56,420.00 fees, the Operations Grant
given was the Kshs.30,000.00 leaving the students to pay only Kshs.26,420.00. Thus,
the College did not only miss out on the Operations Grants as previously funded, but
also had to operate with the reduced fee as regulated by the Ministry of Education.

Committee Observations

20.

The Committee observed that the management had satisfactorily responded to the matter.
Audit query stands resolved.

The 2" Report of the Public Investments Committee on Governance and Education



Committee Recommendation

21

22.

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 supportive documentation on time.

3.1.2 Audited Statements for Financial Year 2019/20

1. Financial performance

I draw attention to Note 35 to the financial statements that indicate the financial
statements have been prepared on a going concern basis. The College registered a deficit
of Kshs.18,928,933 (2019 deficit Kshs.39,441,469) thereby increasing accumulative
deficit from Kshs.175,866,866 to a deficit of Kshs.194,795,799 as at 30 June 2020. The
College financial performance is therefore likely to experience financial challenge in
future.

Management Response

23,

The issue on the College’s financial performance being on a downward trend came as a
result of Policy change at the Ministry of Education as explained below;

i) The mode of funding regarding Grants for Operation changed, such that this was done
in form of Capitation, based on students’ enrolment. Kenya Technical Trainers College
unlike other Technical Colleges has a unique Mandate of training Technical Trainers,
who need to be assessed on Teaching Practice for them to qualify as Technical Trainers.
The Operations Grant (Capitation) received had no provision made to support the
Teaching Practice expenditure, which amounted to Ksh.11,985,985,906 as can be
traced in the Financial Statements under review.

ii) The Ministry of Education reviewed the Fees charged to students to Kshs.56,420.00 for
all Technical Training Institutes. Out of the Kshs.56,420.00 fees, the Operations Grant
given was the Kshs.30,000.00 leaving the students to pay only Kshs.26,420.00. Thus,
the College did not only miss out on the Operations Grants as previously funded, but
also had to operate with the reduced fee as regulated by the Ministry of Education.

Committee Observations

24,

The Committee observed that the management had satisfactorily responded to the matter
and therefore the query stands resolved .

Committee Recommendation

25,

26.

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 supportive documentation on time.

2. Missing certificate of lease

The property, plant and equipment balance of Kshs.26,580,109,464 as at 30 June 2020
includes a parcel of land LR No. Nairobi/Block 91/411 measuring 32.29 hectares situated
at Gigiri area, Nairobi, recorded at a cost of Kshs.24,000,000,000. However, the College
does not possess the original certificate of lease in its possession as the certificate was
forwarded to the then Cabinet Secretary, Ministry of Education on 9 September, 2016.

5

The 2! Report of the Public Investments Committee on Governance and Education



The Management was notified on the loss of the original certificate of lease vide letter
reference MOEST/CON/VTT/13/1(53) dated 2 February 2021.

Management Response

27.

28.

29,

30.

31.

32,

33

The original Certificate of Lease was surrendered and the Ministry of Education,
acknowledged receipt through a letter dated 9™ September 2016. This was as a result of
communication from the Ministry of Education on the intention to relocate KTTC from
Gigiri area, Nairobi.

KTTC wrote various letters requesting that the original Certificate of Lease be returned,
during which period KTTC conducted a search to find out the ownership of the parcel of
land LR No Nairobi/Block 91/411 measuring 32.29 hectares situated at Gigiri area,
Nairobi. The Search indicated that KTTC was still the owner.

The Ministry of Education wrote vide letter dated 2™ February 2021 reference
MOEST/CON/VTT/13/1(53) informing KTTC on the loss of the original Certificate of
Lease.

KTTC reported to the Police on loss of the Original Certificate of Lease, as advised by
the then Principal Secretary, to necessitate the replacement process.

The Ministry of Lands wrote to the Principal Secretary VTT vide letter dated 8" February
2022, Ref: MOLPP/ADMIN/19/02(8) requesting for signing of transfer documents for
the transfer of KTTC land, and this was forwarded to the Principal KTTC.

The Principal KTTC wrote vide letter reference KTTC/CF/KTTC-REL/61 dated 8"
February,2022 to the Principal Secretary VTT, explaining that it was not possible to sign
the transfer documents, since the principal did not have authority to sign them without
Council approval. The principal therefore did not sign the transfer documents.

The lost Certificate of Lease was replaced, but the ownership changed from KTTC to
Cabinet Secretary National Treasury as a Trustee of Foreign Affairs. KTTC wrote to the
Cabinet Secretary Ministry of Foreign Affairs vide letter dated 16™ February, 2023 Ref:
KSTVET/CF/MOE/68 requesting to have the ownership documents reverted back to
KTTC.

Committee Observations

34.

The Committee observed that;

i) The policy (to develop a diplomatic enclave) to relocate the college was unjustifiable
and the reversal of the same was a demonstration of this;

ii) That a certificate of lease entrusted to the ministry would disappear in such
circumstances is unacceptable. Compounding the injustice, a replacement referred to
the Ministry of Foreign Affairs;

iii) The Ministry then asked the college to report the loss, notwithstanding the fact that it
was in their custody and should therefore been the ones to do the reporting;

iv) The ministries responsible for lands, Treasury and Education have taken inordinately
long to rectify the matter.
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Committee Recommendation

33

36.

The Committee recommends that-

i) The Cabinet Secretary for Education conducts investigations on circumstances

surrounding the loss of the certificate of lease at the ministry, and takes administrative
action on those entrusted with its custody and report to the National Assembly within
three months after the adoption of this report;

i) The Ministries of Lands, Treasury and Education ensure that the college gets a new

certificate of lease within three months of adoption of this report.
3. Budgetary control and performance

The statement of comparative budget and actual amounts reflects final receipts budget and
actual on comparable basis of Kshs.461,659,553 and Kshs.253,833,395 respectively
resulting to an under-funding of Kshs.207,826,158 or 45% of the budget. Similarly, the
College expended Kshs.272,762,327 against an approved budget of Kshs.306,041,417
resulting to an under-expenditure of Kshs.33,279,090 or 11% of the budget. The
underfunding and underperformance affected the planned activities and may have
impacted negatively on service delivery to stake holders.

Management Response

3%

38.

39.

The College was not able to generate the Internally Generated Revenue as budgeted for
mainly due to the challenges caused by the “COVID 19” pandemic.

There was a drop in Revenue from Non-Exchange transaction, of Kshs. 79,828,975. This
affected the budget absorption, explaining the under-expenditure of Kshs. 33,279,090.
The situation had now changed, and the College has recovered, to a point of operating at
a surplus.

Committee Observations

40.

The Committee observed that the management had satisfactorily responded to the matter
and therefore the query stands resolved.

Committee Recommendation

41.

42.

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 supportive documentation to the Auditor General on time.

4. Incomplete standards workshop project

The financial statements reflect a balance of Kshs.310,952,180 relating to work in
progress for Institutional Training Centre (ITC) and standard workshops of
Kshs.258,599,739 and Kshs.52,352,441 respectively as at 30" June 2020. Included in the
amount of Kshs.310,952,180 is Kshs.52,352,441 relating to the standard workshops that
have not been handed over to the college for over 5 years. The delay has been caused by
a case that arose between KTTC and the contractor and was being handled by an arbitrator
as at 30" June 2020. A review of the position on 8" February 2021 showed that the
arbitrator made a ruling that the contractor should go ahead and finalize the remaining
parts of the construction. However, during a field visit in March, 2021 the contractor was
not on the ground. Physical verification of the buildings reflected signs of cracks on the
walls and leaking roof which may deteriorate the state of the building.
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Management Response

43.

44,

On 24" November 2016, the contractor filed a statement of claim demanding additional
money amounting to Kshs. 21,269,341 above the contractual sum. KTTC declined
because there were no approved variations. The dispute was referred to an arbitrator on
7" December 2016.

The arbitrator gave a ruling in favour of KTTC on 11" May 2020, which was published
on 7" August 2020. In the ruling, the contractor was directed to complete the remaining
works within 14 days of the ruling. On 7" October 2020, the contractor filed an appeal
against the arbitrator’s ruling in the High Court. On 21% May 2021, the Court dismissed
the appeal reaffirming that the arbitration award remains. The contractor however
appealed against the ruling. On 18" February 2022, the Court gave a ruling in favour of
KTTC in which the Court recognized and adopted as a Judgment the Arbitrator’s Award
of 11" May, 2020. On 2™ March 2022, the Contractor gave notice of intention to appeal,
however, no substantive appeal has been filed to date. On 24" November 2022, KTTC
wrote to the Ministry of Public Works - County Works Office requesting for monetary
quantification of the remaining works, in order to execute the Court ruling. This will give
KTTC the expected compensation to complete the work. On 27" February 2023, KTTC
wrote a reminder to the Ministry of Public Works - County Works Office requesting for
monetary quantification of the remaining works. On 7% March 2023, KTTC received a
copy of communication done to the Contractor, by the Public Works, requesting that they
will be undertaking the assessment of the remaining works on 14™ March 2023. Officials
from public works had eventually visited the college on 14" March 2023 and commenced
assessments.

Committee Observations

45,

The Committee observed that;

i) The contractor, Wil Developers and Construction Limited, had breached the terms of
contract and had no locus to claim any monies from the college;

ii) The contractor has since embarked on frivolous court appeals, despite losing in
arbitration;

iii) Officials from public works have taken inordinately long to assess remaining works as
requested by the college;

iv) The college itself being a technical school, ought to have used its internal technical
capacity to assess remaining works reported as 5%.

Committee Recommendation

46.

The Committee recommends that;

i) The contractor, Wil Developers and Construction Limited and its directors, be barred
from doing business with public entities henceforth;

ii) The college uses its internal technical competencies in liaison with Department of
public works to assess works remaining, and complete the workshop, within three
months of adoption of this report;

iii) If the remaining works cost more than what accrues to the contractor, the college
considers legal action in attaching property of the company and its directors to make
good the difference.
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47.

48.

5. Unbalanced budget

The Management prepared a budget which reflects the final budgeted receipts of
Kshs.461,659,553 against budgeted expenditure of Kshs. 306,041,417 resulting to a
variance of Kshs.155,618,136. This is contrary to Section 33(c) of the Public Finance
Management (National Government) Regulations, 2015 which provides that the budget
shall be balanced.

The Management is therefore in breach of the regulations.

Management Response

49,

The Management prepared a budget which reflects the final budgeted receipts of Kshs.
461,659,553 against budgeted recurrent expenditure of Kshs. 306,041,417. The variance
of Kshs. 155,618,136 was the Development budget which was spent on the acquisition of
Property, Plant and Equipment (PPE), whose cost of depreciation is reflected in the
statement of income and expenditure as an expense. The situation had now been
corrected, and the development budget included in the Statement of comparison of Budget
and Actual Amounts.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved.

Committee Recommendation

50.

51.

52.

53.

54.

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 supportive documentation to the Auditor General on time.

3.1.3 Audited Statements for Financial Year 2020/21

1. Missing certificate of lease
The Committee observes that the matter had been dealt with in the previous financial year,
and reiterates its recommendation.

2. Budget control and performance
The Committee observes that the matter had been dealt with in the previous financial year,
and reiterates its recommendation.

3. Incomplete standard workshop project
The Committee observes that the matter had been dealt with in the previous financial year,
and reiterates its recommendation.

4. Unbalanced budget
The Committee observes that the matter had been dealt with in the previous financial year,
and reiterates its recommendation.

5. Non-compliance with the one-third basic salary rule

During the year, twenty (20) employees earned a net salary of less than a third (1/3) of
the basic salary. This is contrary to Section 19(e) of the Employment Act, 2007 which
states that, without prejudice to any right of recovery of any debt due and notwithstanding
the provisions of any other written law, the total amount of all deductions which under
the provisions of sub-section (1) may be made by an employer from the wages of his
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employee at any one time shall not exceed two thirds of such wages or such additional or
other amount as maybe prescribed by the Minister either generally or in relation to a
specified employer or employee or class of employers or employee or any trade or
industry”.

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

Management Response

57. The one-third (1/3) basic salary rule was violated as a result of the tax amnesty given by
the Government of Kenya as a means of COVID 19 mitigation measure. KTTC staff took
advantage of the waiver to obtain loans. This situation has however been corrected, and
as at August, 2022 no employee was earning less than a 1/3 basic pay.

58. The situation was further addressed in July 2022 upon the implementation of a 4™ phase
of a Collective Bargaining Agreement (CBA), where employees received a salary
increment

59. All the employees in KTTC’S payroll are currently earning a net salary that is above a
third of their basic salary.

Committee Observations

60. The Committee observed that the management had satisfactorily responded to the matter
including evidence of all employees’ complying with the one third salary requirement and
therefore the query stands resolved .

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 supportive documentation on time.

6. Irregular procurement of goods and services

62. The statement of financial performance reflects Kshs.55,063,957 in respect of use of
goods and services and as disclosed in Note 9 to the financial statements. Included in this
amount is an expenditure of Kshs.2,334,611 being payments to several suppliers for
supply of goods under low value procurement method. However, the payments were not
supported by ETR receipts, which is contrary to Regulation 93(1)(2) of the Public
Procurement and Asset Disposal Regulations, 2020 which stipulates that the Accounting
Officer must ensure that where low value procurement method of goods, works or
services is used the invoices shall be supported by the original Kenya Revenue Authority
Electronic Tax Register duly signed by the person undertaking the low value procurement
of goods, works or services.

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

Management Response

64. The suppliers had since provided the corresponding ETR receipts, which KTTC submitted
to the Office of the Auditor General. However, by then the audit report had been prepared.
65. All Taxable payments made by KTTC are supported by ETR receipts.
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Committee Observations

66. The Committee observed that the management had satisfactorily responded to the matter
including evidence of the ETR receipts and therefore the query stands resolved .

Committee Recommendation

67. 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 supportive documentation to the Auditor General on time.

3.2 NAIROBI TECHNICAL TRAINING INSTITUTE (NTTT)

68. Mrs. Glory Mutungi, Chief Principal, accompanied by;
i) Mr. Clement Amuahuma - Chief Finance Officer

i1) Mr. Maxwell Gitonga - Finance Officer

appeared before the Committee to adduce evidence on the audited accounts of Nairobi
Technical Training Institute.

3.2.1 Audited Financial Statements for Financial Year 2018/19
1. Unsupported property, plant and equipment balance

69. The entity does not maintain a fixed assets register in support of property, plant and
equipment balance of Kshs. 3,295,177,291.

Management Response

70. The Institute procured the services of valuation of Property, Plant and Equipment from
Dansal and Associates Ltd. Valuation report was produced on 30™ June 2022 supporting
the values of Property, Plant and Equipment and was availed to Office of Auditor General.

Committee Observations

71. The Committee observed that the management had satisfactorily responded to the matter
and therefore the query stands resolved.

Committee Recommendation

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 supportive documentation to the Auditor General on time.

2. Budgetary control and performance

73. The Institute had a total revenue budget of Kshs.210,304,000 for the financial year
under review but collected Kshs.370,335,650 resulting in a revenue surplus of
Kshs.160,031,650. The surplus resulted from the National Government’s new policy
that provides a subsidy of Kshs.30,000 per annum to each student enrolled in a
Technical, Industrial, Vocational and Entrepreneurship Training (TVET) institution.

74. The expenditure budget for the Institute for the year amounted to Kshs.307,061,675 and
actual expenditure Kshs.203,710,333 resulting in net under-expenditure of
Kshs.103,351,342.
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Management Response

75. The surplus was from the National Government’s new policy that provides a subsidy of
Ksh 30,000 per annum to each student enrolled in TVET Institutions resulting to increased
enrolment and revenue.

76. There was delay in the release of capitation funds from the Government of Kenya, and
development funds of Kshs.40,531,962 hence the delay in the commencement of
construction of Administration Block and Mentoring Institutions (Gilgil, Ol Kalou
Technical Vocational College) of Kshs.60,000,000 in 2018/2019 FY.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved.

Committee Recommendation

77. 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 supportive documentation on time.

3. Prior year issues
78. Failure to report progress on previous year audit issues.

Management Response
79. The disclosures have been made in the subsequent years.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved

Committee Recommendation

80. 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 supportive documentation to the Auditor General on time.

3.2.2 Audited Financial Statements for Financial Year 2019/20

1. Unsupported property, plant and equipment balance
81. The Committee notes that the matter had been handled in the previous financial year, and
reiterates its recommendation.

2. Budgetary control and performance
82. The Committee notes that the matter had been handled in the previous financial year, and
reiterates its recommendation.

3. Under-expenditure
83. The Committee notes that the matter had been handled in the previous financial year, and
reiterates its recommendation.
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3.2.3 Audited Financial Statements for Financial Year 2020/21

1. Inaccuracies in the financial statement

84. Statement of changes in net assets reflects a total balance of Kshs.3,527,593,140 which
differs with the total capital reserves balance of Kshs.3,507,593,140 reflected in the
statement of financial position resulting to unexplained and unreconciled variance of
Kshs.20,000,000.

Management Response

85. The statement of financial position as at 30/06/2021 capital reserve was Ksh. 3,507,593
instead of Ksh. 3,527,593,140 which was a typing error. This has been corrected in the
financial statements of the subsequent financial year.

Committee Observations

86. The Committee observed that the management had satisfactorily responded to the matter
and therefore the query stands resolved.

Committee Recommendation

87.  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 supportive documentation to the Auditor General on time.

2. Unvalued property, plant and equipment
88.  The statement of financial position and as disclosed in Note 20 to the financial
statements reflects property, plant and equipment balance of Kshs.3,244,150,811.
However, various assets of an undetermined quantity and value, procured by the
Ministry of Education in the financial year 2019-2020 were excluded from the balance.

Management Response

89.  The Institute procured the services of valuation of Property, Plant and Equipment from
Dansal and Associates Ltd. Valuation report was produced on 30" June 2022
supporting the values of Property, Plant and Equipment and was availed to Office of
Auditor General.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved.

Committee Recommendation

90. 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 supportive documentation to the Auditor General on time.

3. Budgetary control and performance
91.  The statement of comparison of budget and actual amounts reflects Kshs.566,305,334
and Kshs.389,179,562 in respect to budgeted and actual revenue respectively, resulting
to unrealized revenue of Kshs.177,125,762 or 31 %.
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92.  The statement reflects total payments budget amounting to Kshs.381,679,800 and
actual payments of Kshs.375,880,545 resulting to under absorption of Kshs.5,799,255
or 4 % erroneously shown as Kshs.27,573,493 in the statement.

93.  The Institute had an over expenditure on use of goods and services balance of
Kshs.37,152,543 which was not approved.

Management Response

94.  The deficit in the budget was occasioned by shut-down directive by the Government of
operations in the Institute due to the Covid-19 Pandemic which resulted in a decline in
student intake and non-remittance of expected Development Budget.

95.  The observation on the analysis was acknowledged and the under absorption was
Kshs.5,977,255.

96.  This was due to reallocation of funds which was not part of the approved budget. The
Institute collects money from students for KNEC examinations and pays on their behalf
for the whole group. The amount of Ksh 41,355,589 was charged to use of goods and
services because it was paid out using the Institute’s bank account. Thus, there was no
over expenditure.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved.

Committee Recommendation

97. 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 supportive documentation to the Auditor General on time.

4. Lack of an approved budget and procurement plan
98. The Institute did not provide an approved budget and procurement plan for audit.

Management Response
99.  There was an approved budget and procurement plan which had now been submitted to
the auditors.

Committee Observations

The Committee observed that the management had satisfactorily responded to the matter and
therefore the query stands resolved.

Committee Recommendation

100. 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 supportive documentation to the Auditor General on time.

5. Weak information technology environment
a)  Remote hosting of ERP server and risk of unauthorized access.
b)  Minimal space in the server room with no proper ventilation and temperature
regulation
¢)  Licensed and genuine antivirus
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