






































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































18.1.23Presentation of the Financial Statements

1413. The statement of comparison of budget and actual amounts for the year ended 30 June, 2020
did not include reasons for the material over/under collections of revenues and expenditure
items as is required by the latest revised template for the regulatory and other Non-
Commercial Government owned entities issued by the National Treasury while preparing
the financial statements for the year ended 30 June, 2020.

1414, Consequently, Management was in breach of the IPSAS and the prescribed PSASB
template.
Management response

1415. The differences of more than 10% in the statement of comparison of budget and actual have
been explained in the financial statement that was submitted to the auditors. (Page 6)
Committee Observation

1416. The Committee observes that the matter had been resolved as the University had complied
in subsequent years.
Committee Recommendations

1417. The Committee recommends that management henceforth prepares financial statements in

conformity with the IPSAS and the prescribed PSASB template.

18.1.24 Budgetary Control and Performance
1418. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
18.1.25 Non adherence to Procurement Regulations
1419. During the year under review, the University invited prequalified suppliers under the
restricted tender for supply and delivery of computers, printers, and scanners category to be
reserved for special groups. However, the following unsatisfactory matters were observed :-
1420. According to the statement of professional opinion, a total of thirteen (13) firms were invited
to bid while a report of the evaluation committee indicated that only five (5) firms were

invited and submitted their bids as follows:

Bidder Namie | Amount | Remarks

Firm | 5,200,000 | Price was not the lowest
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Firm 2 4,400,000 |No Access to Govemment Procurement
Opportunities (AGPO) certificate

Firm 3 3,500,000 |Speed of card submitted was below the requested
speed

Firm 4 4.200,000 |No evidence of ICT certificate in Infrastructure

Firm 5 3,300,000 |No evidence of ICT certificate in infrastructure

1421. It was not clear how firm 2, firm 4 and firm 5 were in the entity’s database under this
category of prequalified suppliers and yet they lacked some of the mandatory requirements
needed under the category.

1422. In addition, firm 5 quoted the least price of Kshs. 3,300,000 yet another firm not listed in
the table above was awarded the contract at a sum of Kshs. 3, 840,000 which was higher by
Kshs. 540,000 compared to the amount quoted by firm 5.

1423. In the circumstances, the University breached the law and no value for money was received.

Management response
1424, The procurement was for the supply and delivery of RFID card 13g hz for the ICT

department. The University invited 13 bids from the firms in the special group and only six
firms responded. List attached.

1425. During the evaluation process the committee confirms the mandatory requirements despite
having the bidders in our prequalified database. This is because some of the requirements
like subscription to different bodies eg AGPO have a defined period of validity and therefore
subject to renewal every two years. This is why firm 2, firm 4 and firm 5 were non-

responsive despite being in our data base since we could not determine the status of the

certificates.

1426. The tender was then awarded to lowest evaluated responsive bidder which was EIGEN
GENERAL ENTERPRISE LIMITED.
Committee Observation

1427. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
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Committee Recommendations

1428. The

Committee recommends that the Accounting Officer must at all times ensure

compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

18.1.26 Delay in Project Completion

1429. The University entered into contract agreement with a firm on 15 July 2019 for upgrade of

Microsoft Navision for a contract sum of Kshs. 37,992,100. However, the following

unsatisfactory issues were noted:-

iii.

iv.

The contract period was seven (7) weeks from the date of signing (15 July 2019).
However, during the time of audit in January 2021, the project was not yet complete

and no authority for extension was provided for audit scrutiny.

The University paid the cost of license fee to the company of Kshs. 12,082,560 on 11
September 2019. However, information available indicates that the license information
for the old ERP created 31 July 2018 was to expire on 29 May 2021. It was not clear
how the amount was arrived at and why the University had to pay for the new license
yet the license for the currently implemented ERP had not expired.

The contract agreement indicated a contract sum of Kshs. 37,992,100. However, it was
not clear how the amount was determined since documents such as technical
specifications were not provided for review

The contractor had been paid Kshs. 10,363,815 being in respect to submission and
approval of a functional system yet the status report as at the month of January 2021
indicated that some modules had not been completed such as transport/fleet
management, farm management, research management library integration among

others

ICT project implementation requires that ICT Authority Officers be part of the

implementation and take up the role of project management for successful completion
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vi.  The bond security from an insurance firm of Kshs. 800,000 for a period of 150 days (4
months) from June 4, 2019 signed on 31 May 2019 had expired and the work was not

complete and the contractor was on site.

1430. Consequently, the University failed to achieve value for money in the upgrade of Microsoft
Navision (ERP) project.
Management response
1431. The contract period was 17 weeks as the attached contract. The implementation started in
11th September 2019 when the University paid for the License. The slight delay in 2020
was however caused by Covid- 19 pandemic which interfered with all the upgrade processes
since all the resource persons were based in Nairobi which was under lock-down from April
to June 2020,
i.  The ERP license used in the old system did not belong to the University.
ii.  The University procured a new ERP which required its own license.
iii.  The specifications are contained in the tender document.
iv.  The payment was made based on work done as per the contract. Implementation
percentage report attached
v.  Eng. David Wasonga- (EBK-B11204) from the ICT Authority was appointed as
project Manager and has been involved in Project Implementation Committee
meetings. The appointment letter attached.
Committee Observation
1432. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1433. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

18.1.27 Staff Ethnic Composition
1434, The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.
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18.1.28 Staff on Contract Employments
1435, Records of Kisumu Hotel, a unit of the University, staff establishment records revealed that
some employees are either being engaged on renewable contract terms or as casual for longer
periods which are longer than the required period by Section 39 of the Employment Act of
2007 (Revised 2012). Some of the employees have been in service of the hotel since 2004
and have not been employed on permanent basis. Consequently, the University was in

breach of the law.

Management response
1436. The Section 39 of the Employment Act of 2007 does not provide timelines for Contract
engagement but extension of contract.
1437, Equally, the University HR Manual Article 3.3 details categories of contract of service
which include Contract and other appointments.
1438. The other causal staff in the Hotel were converted to a self-defined Term Contract.
Committee Observation
1439, The Committee observes that the matter had been resolved as the casual employees had been
converted to term contract employees.
Committee Recommendations
1440. The Committee recommends that the Accounting Officer must at all times ensure

compliance with Section 39 of the Employment Act of 2007

18.1.29 Non-conformity to a Third of Basic Pay Rule Policy:

1441. The June 2020 payroll statistics revealed instances where one hundred and forty-one (141)
officers were earning net salaries which are below one-third of the basic salary. This is
contrary to Section 19 (3) of the Employment Act of 2007. Consequently, the University
was in breach of the law.

Management response

1442. The University has negotiated extension of loan payment terms with various schemes and
banks and also ensured strict background checks are done prior to loan approval. In the
month of June, 2023 the University has reduced the total number of staff affected by a third

rule from 141t 28 employees.
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Committee Qbservation
1443, The Committee observed that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1444, The Committee recommends that the Accounting Officer must at all times ensure

compliance with Section19 (3) of the Employment Act of 2007

18.1.30 Non-compliance with Government Circulars:

1445, The financial statements submitted on 30 September 2020 indicated that the University had
investments in call deposits of Kshs. 50,000,000 which were placed in commercial banks
contrary to the National Treasury Circular No. 4/2017, Ref: DG

1446. IPE/P/100 dated May 2, 2017 and the Ministry of Education, State Department for
University Education Circular Ref: MST/11/9(32) dated July 3, 2017 which directed “All
State Corporations to invest surplus in Treasury Bills/bonds directly through the Central
Bank of Kenya without intermediaries and that all maturing investments of surplus funds in
fixed deposits in commercial banks/financial institutions should not be rolled over but
retired and invested in Treasury bills/bonds.”

1447. The University, therefore, breached the government circulars.

Management response

1448. The funds that were in the call deposit account of Kshs. 50,000,000 on 24th march 2020
were temporarily held there for the payments of part of salaries for the month of April 2020.
If the funds were used to buy the treasury bills which mature after 90 days, the University
would have defaulted in the payments of salaries in time.

Committee observation
1449. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.

18.1.31Lack of ICT Data Recovery Plan
1450, During the year under review, a scrutiny of the University Information Security

Management Policy Document revealed that the University has no cloud back up but uses
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portable hard drive which is prone to bugs that can corrupt the system and does not guarantee
full recovery of data.
1451. Consequently, the integrity of the IT infrastructure and the IT assets of the University is
compromised and data may not be recovered in the event of a disaster.
Management response
1452. The University has enhanced 1T security by upgrading Navision 2009 software to Navision
2019. The University has procured a cloud data back-up and which has been installed and

the implementation process is on-going which 90% complete.

Committee Observation
1453. The Committee observes that the matter had been resolved as the university now has an [CT

policy in place with an embedded data recovery plan.

18.1.32Lack of Annual Environmental Audit Report
1454, The University did not carry out any follow up on past environmental impact assessment
reports. Further, there was no annual environmental audit undertaken during the year as
required by part V Section 34 (1) of the Environmental (Impact Assessment Audit)
Regulations, 2003. No explanation was provided for this anomaly.
1455. Consequently, the University is in breach of the law.
Management response
1456. The University undertakes Environmental impact assessment for all construction projects
before they are undertaken. The environmental audit report for 2023 has been attached.
Committee Observation
1457, The Committee observes that the matter had been resolved as the university now has an ICT

policy in place with an embedded data recovery plan.

Audited statements for Financial Year 2020/21
18.1.33 Long Outstanding Receivables from Exchange Transactions

1458. The Committee observes that the matter was recurring from the previous financial year and

reiterates-its recommendation on-the same:

236 | I"u v
The 4" Report of the Public Investment Committee on Governance and Education



1459.

1460.

1461.

18.1.34Inaccuracies in Student Debtors
The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

18.1.35Inaccuracies in Prepaid University Fees

The statement of financial position and as disclosed in Note 30 to the financial statements
reflects refundable deposits from customers” balance of Kshs. 64,968,735 which includes
university fees prepaid balance of Kshs. 49,525,425, However, recalculation of the balance
based on the invoices and receipts extracted from the billing and invoicing system reflected
a balance of Kshs. 100,261,492 resulting to unexplained variance of Kshs. 50,736,067.
Further 2098 student creditors had understated balances totaling Kshs. 15,401,812 while
6540 student creditors with prepaid balances totaling 77,340,156 could not be traced in the

schedules supporting financial statements.

In the circumstances, the accuracy and completeness of the prepaid university fees balance
of Kshs. 49,525,425 could not be confirmed.

Management response

1462.

1463.

1464.

1465.
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The student prepayments have adjusted the figure based on the semester dates which
overlapped to the Financial year 2022. The recalculated amounts done by the auditor’s to
arrive at Kshs. 100,261,492 did not factor in the cut point dates resulting from the

overlapping semester.

The prepaid fees amount is of Kshs.49,425,425 reported in the financial statements were
generated from the system as at 30th June 2021 and which factored the opening balances as
at 1st July 2020, total invoices for the period and total receipts during the year.

Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response, having verified the corrections.
Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.
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18.1.36 Inaccuracies in the statement of Comparison of Budget
1466. The statement of comparison of budget and actual amounts reflects final revenue and
expenditure of Kshs. 3,311,996,000 and Kshs. 3,637,145,000 respectively. However, the
approved budget provided for audit reflected final revenue and expenditure budget of Kshs.
3,078,883,875 and Kshs. 2,980,058,875 respectively, resulting to unexplained variances of
Kshs. 233,112,125 and Kshs. 657,086,125 respectively.

1467. In the circumstances, the accuracy of the statements of comparison of the budget and actual

amounts could not be confirmed.

Management response
1468. The University prepared the annual Budget for FY 2020/2021 and submitted to the State
Department for University Education and Research for approval. The approval was granted.
The University used the approved budget from the ministry page 10 and 14.

Committee Qbservation

1469. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response, having verified the corrections.
Committee Recommendations

1470. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

18.1.37 Unsupported Employees Costs
1471. The statement of financial performance and as disclosed in Note 14 to the financial
statements reflects employee costs amounting to Kshs. 2,172,394,925 which includes Kshs.
23,002,731 in respect of non-practicing allowances which were paid to 43 university health
workers at the rate of Kshs. 40000 per month as reflected n the University's payroll.
However, the authority to pay this allowance cited by the University is SRC circular Ref
No. SRC/TS/CGOVT/3/61 VOL 11I/(136) dated 14 September 2015 addressed to County

Government medical personnel and not medical personnel in National Government or State

Corporations.
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1472, Further analysis of the payroll data provided for audit revealed that two hundred and six
(206) employees were deducted less PAYE totaling Kshs. 3,800,786.

1473. In the circumstances, the accuracy, completeness and regularity of non-practicing allowance
amounting to Kshs. 23,002,731 and PAYE deductions amounting to Kshs. 3,800,786 could

not be confirmed.

Management response
1474. A Copy of KMPDU CBA, a Practicing License for the Doctors and SRC Circular. Schedule
of Staff paying AVC were provided.
Committee Observation
1475. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response, having verified the corrections.
Committee Recommendations

1476. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

18.1.38 Budgetary Control and Performance
1477. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
18.1.39 Non-compliance with Law on Ethnic Composition
1478. The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.
18.1.40Late Remittance of Statutory Deductions

1479, Review of financial records revealed that the University made late remittance in relation to
PAYE and NSSF of Kshs. 174,113,509 and Kshs. 2,968,300 respectively. This is contrary
to Section 19(4) of the Employment Act, 2007 which states that an employer who deducts
an amount from an employee’s remuneration in accordance with subsection (1)(a), (f), (g)
and (h) of the Act shall pay the amount so deducted in accordance with the time period and
other requirements specified in the law. Late remittances may also lead to additional

expenditure on penalties.
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1480. In circumstances, Management was in breach of law.

Management response

1481. The University uses recurrent Government capitation to settle statutory deduction. Delay
was due to late receipt of capitation from the National Government. In May 2021 for PAYE,
the capitation grant was received on 16th June 2021.

1482, In the case of NSSF, the due date for NSSF was 15th of every month and this was changed
to 9th of every month from 31st March 2021. In addition, we have been taking the cheque
to the NSSF branch office within the required time as per the attached acknowledgments.
The banking of the cheque is not within our control.

1483. All the NHIF was paid before the due dates of 9th of the following month.

Committee Observation
1781.The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response, having verified the corrections.
Committee Recommendations

1782 .The Committee recommends that the Accounting Officer must at all times ensure compliance
with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM (National

Government) Regulations, 2015 by providing supporting documentation on time.

18.1.41 Lack of Segregation of Duties
1484. Review of the staff establishment records revealed that there was only one employee in
charge of payroll who was able to create, edit and delete information in the payroll which
indicates that the payroll section has no segregation of duties. This is contrary to Regulation
23(1)(c) of Public Finance Management (National Government) Regulations, 2015 which
states that an accounting officer is accountable to the National Assembly for maintaining
effective systems of internal control and the measures taken to ensure that they are effective.

1485. In the circumstances, the effectiveness of internal controls regarding the payroll could not

e ascertained:
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Management response

1486.

1487.

1488.

1489.

1490.

1491.

The University has a total of four (4) staff who have been assigned different roles in the
payroll as a mean of segregation of duties.
Each staff is responsible for inputting, review, verification, approval and reconciliation of

the payroll.

Committee Observation

The Committee observes that the matter has since resolved as the University had employed

additional employees to manage the payroll

Committee recommendations

The Committee reprimands the Accounting Officer and cites him for incompetence. The
Committee further recommends that the Accounting Officer complies with Regulation
23(1)(c) of Public Finance Management (National Government) Regulations, 2015 by
ensuring that effective systems of internal control are maintained.
18.1.42 Lack of Proper Management of Cash Advances

Review of financial records revealed that cash advances totalling Kshs. 12,552 850 was
issued to university lecturers to cater for travelling and accommodation expenses while
supervising students on industrial attachments. However, the cash advances were expensed
immediately upon issue instead of being issued as imprests. This is contrary to Section 6.1
of the University Finance Policies and Procedures Manual which states that an imprest is an
advance made to staff to undertake specific activities or services upon which he is supposed
to account for the funds advanced.

In the circumstances, the effectiveness of the internal controls on management of cash

advances could not be confirmed.

Management response

1492.

1493,
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The University has been operating a system where subsistence allowance is expensed when
taken and only transport imprest is surrendered on arrival from official duty. This is as per
financial policy and procedures manual (Policy manual 8.3.3(iii)).

The component of the travelling costs was an imprest which was fully accounted for.
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Committee Observation
1494. The Committee observes that the university was in breach of Section 6.1 of the University

Finance Policies and Procedures Manual

Commitiee recommendations

1495, The Committee cites the Accounting Officer for incompetence and negligence and
recommends that they henceforth comply with the University finance policies and
procedures.

18.1.43 Lack of Refundable Deposits Bank Account:

1496. Review of financial records provided for audit and as disclosed in Note 29 and 30 to the
financial statements revealed that retention amount of Kshs. 107,027,249 and students
caution money of Kshs. 22,212,800 were held in the University’s operation accounts instead
of specific deposit accounts. This is contrary to Section 49(2) of the University's Financial
Policies and Procedure Manual which states that a public University may, subject to the
approval of the treasury or any other authorized body, place on deposit with such banks as
the public university may determine, any monies not immediately required for the purpose
of the university.

1497. In the circumstances, the effectiveness of the internal control on the management of caution
money and the retention money could not be confirmed.

Management response

1498, Maseno University operates within a highly constraining financial environment. We
appreciate the need to open these liability bank accounts,

1499, Notwithstanding this fact, the University has managed to pay all contractors certificates as
they fall due and the caution money refunded for each group of graduating students every
year.

1500. Going forward, we shall open these bank accounts for the retention monies on contractors’
certificates and students caution money.

Committee observation

1501 The Committee observes thar the Tack of a refundable deposits account indicates that the

university faces the challenge of being unable to meet the obligation when it falls due.
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Committee recommendation
1502. The Committee recommends that the institution opens a separate account for the refundable
deposits and must at all times ensure compliance with Section 49(2) of the University’s
Financial Policies and Procedure.
18.1.44 Irregular Engagement of Casual Workers
1503. The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.

19.0 RONGO UNIVERSITY
1504, Prof. Samuel Gudu, Vice Chancellor, accompanied by;

i.) Ms. Janet Chumba — Finance Officer

ii.)  Mr. Daniel Tarus - Deputy VC- Administration, Finance and Planning

Appeared before The Committee to adduce evidence on the audited accounts of Rongo

University, on 17" August 2023,

Audited statements for Financial Year 2018/19

19.1.1 Revenue from exchange transactions
1505. The statements of financial performance reflect revenue from exchange transactions of
Kshs. 410,395,906 which, as reflected under Note 4 to the financial statements, includes an
amount of Kshs. 62,759,811 representing accrued fees and other related charges. However,
the amount was not adequately supported with details of students and respective amount per
student.
1506. Consequently, the accuracy and completeness of accrued fees and other related charges

amount of Kshs. 62.759.811 could not be confirmed.
Management Response

1507. The amount recognized in the statement of financial performance is the difference between
Debit Notes of Ksh 69,513,184 and Credit Notes of Ksh 6,753,373. Debit Notes are used to

correct undercharge while credit notes are used to correct overcharge. The list of both the
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debit notes and Credit Notes was provided to Office of the Auditor General in soft copy due

to its voluminous nature.
Committee Observation

1508. The Committee observes that the matter had been resolved as the documentation had been

provided and the Auditor-General was satisfied with the management response.
Committee Recommendations

1509. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

19.1.2 Staff Advances

1510. As disclosed in Note 12 to the financial statements included in the receivables from
exchange transactions balance of Kshs, 101,598,106 reflected in the statement of financial
position is an amount of Kshs. 3,514,568 relating to staff debtors. The amount, however,
excludes the outstanding staff advances of Kshs, 513,550 as at 30 June, 2019, No reason
was provided for the omission.

1511. Consequently, the accuracy and completeness of the staff debtors balance of Kshs.3,
514,568 could not be confirmed.

Management Response

1512. The figure of Ksh 513,550 in question, was erroneously recorded in the Cash Book under
the name of the Cashier but it was a payment made to Elgeyo Travels & Tours. This amount,

therefore, was an error of commission that was corrected.
Committee Observation

1513. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response, having verified the corrections.
Committee Recommendations

1514. The Committee recommends that the Accounting Officer must at all times ensure

compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

244 | Pave
The 4" Report of the Public Invesiment Committee on Governance and Education



19.1.3 General Expenses
1515. Included in the general expenses balance of Kshs. 104,474,978 reflected in the statement of
financial performance totaling Kshs. 1,135,250 which were not supported by documents
such as payment vouchers, surrender vouchers and schedules,
1516. Consequently, the propriety and validity of the expenditure of Kshs. 1,135,250 could not be

confirmed.
Management Response
1517. Supporting documents for expenditure worth Ksh 1,135,250 is attached

Committee Observation

1518. The Committee observes that the matter had been resolved as the supporting documentation

had been provided and the Auditor-General was satisfied with the management response
Committee Recommendations

1519. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

19.1.4 Council Expenses
1520. Included in the council expenses amount of Kshs. 15,484 833 reflected in the statement of
financial performance are payment totalling Ksh. 1,210,045 which were not adequately
supported by relevant documents including car or taxi hire receipts for journeys made by
Council Members while attending Council meetings.
1521. Consequently, the propriety and validity of the expenditure of Kshs. 1,210,045 could not be

confirmed.
Management Response

1522. At the time of audit, some Council members had not submitted their accounting documents
for audit. This were later submitted and hence support documentation for payment to
Council members totalling Ksh 1,210,045 is hereby attached. The University will always

follow up with Council members to ensure the documents are provided on time.
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Committee Observation

1523. The Committee observes that some council members had still not submitted their accounting

documents for audit verification.
Committee Recommendations

1524. The Committee cites the finance officer for incompetence and negligence and recommends
that further payment of allowances to the affected council members be stopped until the

matter is fully resolved.

19.1.5 Failure to disclose material uncertainty in relation to

sustainability of services

1525. During the year ended 30 June, 2019 the University recorded a deficit of Kshs. 20,691,542.
In addition, the total current liabilities balance of Kshs.366, 807,071 exceeded the total
current assets balance of Ksh. 319,107,108 resulting into a negative working capital of Ksh.
47,699,963 as at 30 June, 2019. This precarious financial position is an indication of the
existence of a material uncertainty which may cast significant doubt on the University’s
ability to sustain its services and to meet its obligations as and when they fall due in absence
of financial support from the government. However, the material uncertainty in relation to
sustainability of services and any mitigation measures put in place by the university
management to reverse the undesirable precarious financial position have not been disclosed

in the financial statements.
Management Response

1526. The University Council initiated the process of reforms to rationalize staff, reduced the
number of Schools and departments and removed programs that are poorly subscribed in
order to bring down the unsustainable wage bill. This is expected to free money which can
be used to pay University debts.

1527. The University Management requested the Government to increase its capitation, in order
to cater for increased employee expenses brought about by the signed 2017-2021 CBA's.

Other measures include the increase of research activities, enhancing existing and initiating

additional income-generating activities.
Committee observation
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1528. The Committee observes that under funding of the university was a matter that was cross-
cutting other universities. Capitation provided was inadequate and the universities had
limited diversification options.

1529. The Committee further observed that public universities were over-reliant of government

capitation, and did not exploit their own income generating internal capacity and potential.

Committee Recommendations

1530. The Committee recommends that the Ministry of Education comes up with strategies to help
resolve the issue of underfunding in institutions of higher learning.

1531. Further, the institution should make use of its in-house technical expertise and engage in
income generating activities including technological research and development and
consultancies.

19.1.6 Incomplete Water Treatment Project

1532. Rongo University entered into a contract with a contractor on 1* October, 2014 for the
construction of water treatment plant for a sum of Kshs.80, 388,340, The project was to be
completed and handed over to the university by 31 January, 2015. However, physical
verification in October, 2019 revealed that the projects was not complete and no request for
extension was made by the contractor after the expiry of the contract period.

1533. In the circumstances, there is no value for money for the expenditure incurred as the project

has not been completed and put to use.
Management Response

1534. The project was funded by the National Government. Delayed disbursements and budget
cuts led to delayed payments. The Contractor in many cases returned to site after payment
of pending certificates. In addition, the Contractor requested for extension of contract period
which was duly approved. This project is currently completed and is in use.

Comumittee observation
1535. The Committee observes that the matter has been resolved as the project was now complete

and in use.
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19.1.7 Construction of Lecture Halls
1536. The University entered into a contract with a contractor on 15 December, 2016 for the
construction of Lecture Halls at a contract sum of Kshs.15, 417,264. The project was to be
carried out within 24 weeks and be completed by June, 2017. However, physical verification
in October, 2019 revealed that the project was not complete and no request for extension
was made by the contractor after the expiry of the contract period.

1537. In the circumstances, there is no value for the expenditure incurred on the project.
Management Response

1538. The project was being funded by internally generated funds and hence, was progressing as
and when funds were available. The delay in completion was because of cash flow
challenges. However, the project was completed and the Lecture Halls are now in use.

Committee observation

1539. The Committee observes that the matter has been resolved as the project was now complete
and in use.

19.1.8 Un-Remitted Statutory deductions

1540, As disclosed in Note 19 to the financial statements, included in the payables from exchange
transactions balance of Kshs.333, 004, 482 reflected in the statements of financial position
are payroll creditors of Kshs. 135,163,786 which include unremitted Pay As You Earn
(PAYE) deductions of Kshs.117, 947.531. No explanation was provided for failure to remit
PAYE deductions to the Kenya Revenue Authority as required by Section 210 of the Income
Tax Act which states that Pay As You Earn deducted from employee’s earnings should be
remitted by the tenth day of the month following the deduction. Tax offences and non-
remittance of statutory deductions can attract punitive penalties and interest which would be

an unnecessary cost to the public.
Management Response

1541. Unremitted PAYE deductions of Ksh 36,157,085 was occasioned by inconsistent funding

as indicated in the financial statements. This was worsened by the fact that salaries as

since cleared the amounts owed.
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Committee Observation
1542, The Committee observes that the matter resolved as the institution had since cleared the
amounts owed

Committee recommendations

1543. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 210 of the Income Tax Act by remitting the Pay As You Earn tax
within the stipulated time.

19.1.9 Casual Employees
1544. The statements of financial performance reflect employee costs of Kshs. 653,018,521 which,
as disclosed in Note 5 to the financial statements, includes salaries and wages totaling Kshs.
307,789,2777 of which an amount of Kshs. 15,210,832 was paid to ninety-one (91) casual
workers. A review of the payroll revealed that the casual employees had been in service
with the University for more than three (3) months contrary to the provisions of Section
37(b) of the Employment Act of 2007 on conversion of casual employment to term contract.

The University Management was therefore in breach of the law.

Management Response

1545. The University engaged casual workers to supplement the permanent staff. This is because
funding could not allow for the recruitment of permanent staff while the wage bill remains
a major challenge. The university through reforms addressed the problem in the financial
year 2023/24, The casuals were disengaged through redundancy in accordance with the law.
Committee Observation

1546. The Committee observes management was in breach of the Employment Act 2007.

Committee recommendations

1547. The Committee reprimands the Accounting Officer and recommends must at all times
ensure compliance with the provisions of Section 37(b) of the Employment Act of 2007 on

conversion of casual employment to term contract.
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19.1.10 Regional Diversity
1548. A review of personnel records and the main payroll revealed that majority of the University
staff were from one dominant ethnic community contrary to Section 7(1) and (2) of the
National Cohesion and Integration Act, 2008 which states that, “all public establishment
shall seek to represent the diversity of the people of Kenya in employment” in conjunction
with Article 232 (1) a (h) and (I)(11)

Management Response

1549. The University is an equal-opportunity employer. Non-compliance with ethnic composition
was brought about by the inheritance of staff from the former Moi Institute of Technology.
The University is progressively reducing the dominance of one ethnic group for example
between 2012 — 2023 the ethnic balance has dropped from 379 to 260.The University has
put in place measures to ensure that future recruitments address this law without any
discrimination.
Committee Observation

1550. The Committee observed that all public institutions are expected to abide by values and
principles of public service as provided for under Article 232(1)(h) of the constitution and
the National Cohesion and Integration Act, and ensure fair and diverse representation of the

people of Kenya in staffing.
Committee Recommendations

1551. The Committee recommends that the Accounting Officer makes deliberate effort to correct
the imbalance, by ensuring affirmative action in subsequent recruitments. Further, this
requirement must be embedded in the institutions HR manual and policies within three

months of adoption of this report.

19.1.11 Failure to comply with A Third Net Salary Rule
1552. A review of monthly payrolls for the financial year 2018/2019 revealed that seventy-eight
(78) employees earned salaries which were less than a third of their respective basic salaries.

This is contrary to the provisions of section 19 (3) of the employment Act, 2007 which states

that, “without prejudice to-any right of recovery of any debts due, and not withstanding any
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written law, the total amount of deductions which may be made by the employer from the

wages of his employees shall not exceed two thirds of such wages”.

Management Response

1553. This was occasioned by the tax waiver as a result of Covid 19 pandemic. Some staff took
advantage of the increase in their disposable income and committed their payslips further.
When the tax was reinstated, their net pay fell below a third. The University Management
noted and has since addressed this issue. Currently all staff adhere to a third rule.

Committee Observation
1554. The Committee observes that the matter has been resolved.
Committee recommendations
1555. The Committee recommends that the accounting officer strictly adheres to the provisions of

Section 19 (3) of the Employment Act of 2007

Audited statements for Financial Year 2019/20

19.1.12Undisclosed material uncertainty in relation to the
sustainability of service
1556. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
19.1.13 Unsupported Council Expenses
1557. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
19.1.14 Payables from Exchange Transactions — Payroll Creditors
1558. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
19.1.15 Unresolved Prior Year Matters
1559. The prior year audit issues have been addressed by the committee.
19.1.16 Non-Compliance with the Public Sector Accounting Standards
Board’s requirements
1560. The statement of net assets indicates the header “as at” 30 June, 2020 instead of year ended
30 June, 2020, the statement of financial performance in Note 25 reflects gain on disposal

of motor vehicles amount of Kshs. 506,500 which defers to the respective Note 25 which
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reflects litigations, the statement of financial position reflects cash & equivalent instead of
cash and cash equivalents. This is contrary of Public Sector Accounting Standards Board
(PSASB) reporting template issued for the year 30" June, 2020. In the circumstances, the
presentation of the financial statements for the year under review is not in accordance with

the prescribed PSASB format.
Management Response

1561. This was an error of omission that has since been corrected. The University is committed to

implementing Public Sector Accounting Standards Board’s requirements as prescribed.

Committee Qbservation

1562, The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1563. The Committee cites the Finance officer for incompetence and recommends that
management prepares financial statements in conformity with the Public Sector Accounting
Standards Board (PSASB) reporting template.

19.1.17 Non-Payment of Part-Time Lecturers

1564. As disclosed in Note 19 1o the financial statements, the statement of financial position
reflects payables from exchange transactions totaling to Kshs. 271,234,494, The balance
includes an amount of Kshs. 60,812,755 owed to part time lecturers out of which an amount
Kshs. 10,852,360 has been outstanding since 2013. This is contrary to employment Act,
2007 (17) which requires that an employer pays the entire amount of the wages earned by
or payable to an employee in respect of work done by the employee. Consequently, the

Management is in breach of the Law.
Management Response

1565. The University almanac overlaps into two financial years hence part-time claims are made

after the semester and in the subsequent financial year. The claims are paid from internally
generated income and hence are affected by liquidity challenges. The University has
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significantly reduced part-time creditors by increasing the workload to full-time lecturers
and commits to settling the claims as made.
Committee Observation
1566. The Committee notes that university has been making deliberate efforts to pay the amounts
owed to the part time lecturers
Committee recommendations
1567. The Committee recommends that the university strives to clear all the outstanding amounts.
19.1.18 Non-Compliance with the law on academic expenses
1568. As disclosed Note 10 to the financial statement, the statement of financial performance
reflects academic expenses totaling to Kshs. 64,042,389. The balance includes graduation
expenses cash purchases amounting to Kshs. 2,128,743. This is contrary to Section 106 (2)
(b) of Public Procurement and Asset Disposal Act, 2015 which states that the Accounting
Officer of procuring entity to ensure that request to quotation is given to as many persons as
necessary to ensure effective competition and shall be given to at least three persons, unless

that is not possible.

Management Response

1569. The University follows the Public Procurement and Asset Disposal Act 2015 and
Regulations. In case of direct procurement, quotations are normally sought from suppliers,
and evaluated accordingly. LPO/LSO update of the acronym, and or Imprest in case of cash
purchase is then used as a procurement method but through request for quotations, This is
only in exceptional cases e.g. during graduation time or abrupt government official visits
with express or implied requirements and limited time. However, the university uses request
for quotation in such circumstances.

19.1.19 Non - Compliance with law on ethnic Composition
1570. The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.

Audited statements for Financial Year 2020/21

Undisclosed material uncertainty in relation to the sustainability of service
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1571.

1572.

1573.

1574.

1575.

1576.

1577.

The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

19.1.20 Unsupported change in the capital investment fund
The statement of changes in the net assets reflects a debit amount of Kshs. 128,159,430
included in the capital investment fund account in relation to completed projects. However,
the corresponding credit entry in the financial statements, to support the change, could not
be confirmed.

Management Response

Management has adopted accrual method of accounting; development income is accounted
for on cash basis due to the nature of funding. However, there are cases when a project is
completed by a contractor before funds are fully received. In this case the building is
transferred from work in progress to buildings in the Property Plant and Equipment (PPE).
When the funds are received in full, then the whole contract sum is then moved from capital

investment fund.

Committee Observation

The Committee observes that the matter had been resolved as the supporting documentation

had been provided and the Auditor-General was satisfied with the management response
Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

19.1.21 Unresolved prior year Matters
The prior year audit issues have been addressed by the committee.

19.1.22 Noncompliance with law on ethnic composition
The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

19.1.23 Unsustainable wage bill

1578.
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The statement of financial performance reflects employees’ costs of Kshs. 761,234,961, as
disclosed under Note 5 to the financial statements. The amount constitutes 85% of the total
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receipts of Kshs. 898,458,658 comprising revenue from both exchange and non-exchange
transactions and capital grants. This contravenes Regulation 26(1) (a) of the Public Financial
Management Act (National Government Regulations), 2015, which limits the expenditure
on wages and remunerative allowances to 35% of the total receipts.

1579. In addition, the University spent the amount of Kshs. 761,234,961 on employee costs against
a budget figure of Kshs. 751,359,461 resulting in an over-expenditure of Kshs. 9,875,500.
No explanation was provided for the excess expenditure incurred on employees cost during
the year under review.

1580, In the circumstances, Management was in breach of the law.

Management Response

1581. The Public Service Commission report of 2021 indicated that Rongo University was
overstaffed by 137 members and this contributed to the high wage bill. The Government has
also signed 2 National CBA's, resulting to increased salaries. However, funding has never
been commensurate to the salary increments. Council has addressed this issue by doing the
following:

a. Harmonized academic programs and reduced the number of programs to reduce
Part- Time costs

b. Increased work load from 6 courses per lecturer per year to 8 courses.

¢. Reorganized schools from 6 to 4 and administrative units from 33 to 26 to reduce
operational expenses.

d. Reduced academic departments from 15 to 11

¢. Dropped poorly prescribed courses; and

f. Declared staff redundancy and reduced the number of staff. The university will
monitor the wage bill to ensure sustainability in compliance with Government
directive

Committee Observation

1582. The Committee observes that the university has put in place various measures to reduce the
wage bill.

Committee recommendations

1583. The Auditor general to report on the progress made in subsequent Audits
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19.1.24 Failure to Remit Statutory and Other Deductions
1584. The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.

19.1.25Nonpayment of part time lecturers
1585. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
19.1.26 Student debtors
1586. The statement of financial position reflects receivables from exchange transactions balance
of Kshs. 97,485,086 which includes a student debtors balance of Kshs. 93,619,502, as
disclosed in Note 12 to the financial statements. Review of aging analysis revealed that the
student debts had been outstanding for over thirty (30) days in contravention of Section 6.3
of the University’s financial management policy, revised 2019 which allows for up to 30
days’ grace period before payment for monthly fees and any other amount due on contractual
obligations,

1587. Management was therefore in breach of the University financial management policy.

Management Response

1588. Management has a fee payment policy which requires students to clear fee before sitting
exams. Student debtors reported are majorly from students who have deferred academic year
for various reasons including; financial constraints, suspension, discontinuation to show
cause among others. In such circumstances the student debtors may remain unpaid until the
issue is resolved. The University is in the process of revising the fee payment policy to
ensure compliance. The student debtors have since reduced

Commtittee Observation

1589. The Committee observes that the matter had been resolved as the ageing analysis had been

provided and the Auditor-General was satisfied with the management response

Committee Recommendations
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1590.

1591.

1592.

1593.

1594.

1595.

1596.

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

19.1.27 Work in Progress
The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

19.1.28 Delay in completion of water treatment plant
Included in the University's work in progress of Kshs. 739,810,404 is an amount of Kshs.
100,380,611 relating to the construction of a water treatment plant. Available records
revealed that the University awarded a local contractor the tender for construction of a water
treatment plant at a contract sum of Kshs. 108,790,054 with a commencement date of 1
October, 2014 and initial expected completion date of 1 October, 2015. The completion date
has been extended severally, the latest to 28 February, 2022.
A physical verification carried out on 27 January, 2022 revealed that the contractor was not
site and project remained incomplete with the staff house under construction still at super
structure stage.
As a result of the delay, the benefits expected from the project, by the University and the
public, have not been realized.

Management Response

The delays were brought about by factors beyond the control of the University including
Contractor’s financial challenges. However, these challenges have since been resolved and
the project is now complete and in use. The University is awaiting handing over after the

defect period, meanwhile the facility is in use. The process of handing over is ongoing.

Committee Observation

The Committee observes that the matter had been resolved as the water treatment plant is

complete and currently in use

19.1.29 Unsupported extension of contract for the construction of

library
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1597. Included in the University’s work in progress balance of Kshs. 739,810,404 is an amount of
Kshs. 611,729,771 relating to construction of a library. The University entered into a
contract with a local construction company for the construction of a library at a contract sum
of Kshs. 1,358,342,492, with a commencement date of 18 January, 2019 and expected
completion date of 15 January, 2021.

1598. Review of records revealed that the contractor requested for extension of the contract period
by one year on 12 March, 2021. However, no documentary evidence was provided for audit
review on the request and it is not clear whether the University granted the request to the
contractor. Further, a physical verification carried out at the time of the audit in January,
2022, revealed that the project remained incomplete.

1599. In the circumstances, the propriety and value for money on expenditure of Kshs.
611,729,771 could not be ascertained. Further, the delay in complete of the project has

affected library service delivery to the University community.

Management Response

1600. Management granted the Contractor extension of the project period due to delays in
disbursement of project funds by the Ministry. In future, such extension of contract for
projects will be sought way in advance, once there is a likelihood that the project will go
beyond the agreed timelines.

Committee Observation
1601. The Committee observes that the matter had been resolved as the supporting documentation

had been provided and the Auditor-General was satisfied with the management response
Committee Recommendations

1602. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.
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19.1.30Delay in completion of twin workshops, classrooms and office
block at Kakrao technical and vocational college

1603, Included in the Mentee Institution’s work in progress of Kshs. 52,166,346 is an amount of
Kshs. 46,214,052 relating to Kakrao Technical and Vocational College. Review of records
revealed that Rongo University was mandated to mentor Kakrao Technical and Vocational
College, a new institution, by undertaking construction of twin workshops, classrooms and
offices block at the Institution. The project was awarded to a local contractor at a contract
sum of Kshs. 53,720,833, and was to commence on 23 October, 2014 with an initial expected
completion date of 23 October, 2015.

1604. Review of records indicated that the contractor was at eighty-seven percentages (87%)
completion rate. Further, a physical verification carried out in January, 2022 revealed that
the project remained incomplete and the contractor was not on site.

1605. In circumstances, the propriety and value for money on expenditure of Kshs. 46,214,052
could not be ascertained and the delay in completion of the project has affected service

delivery to the public.

Management Response

1606. The project is being co-funded by The Ministry and Suna East NG-CDF. Currently the
project is at 95% complete. Completion of the project awaits release of Ksh 7.5 million from
NG-CDF from Suna East Constituency to enable completion of the project. However, the

project is partially complete, handed over and is in use.

Committee Observation
1607. The Committee observed that the project was not yet completed and that Kakrao TVC is
making deliberate efforts on its own to renovate and finish up stalled projects to make it
conducive for learners to ensure maximum service delivery.

Committee Recommendations

1608. The Committee recommends Rongo University halts all on-going projects within the
institution (Kakrao TVC) and that all projects should originate from the institution and not

Rongo University.
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1609. Rongo University to fully handover the institution and all its deliverables to run on its own

and not as a mentee institution.

19.1.31Lack of approved staff establishment
1610. Review of records revealed that the University did not have an approved staff establishment.
The lack of an approved staff establishment implies that the University was yet to determine
the skills and optimal staffing levels required to achieve its goals and objectives.
1611. In these circumstances, it was not possible to ascertain whether the total staff in the

employment of the University was at the optimal operating level.

Management Response

1612. The University Management is in the process of developing a staff establishment as a
separate document. Currently staff establishment is anchored in the strategic plan. On an

annual basis, recruitment is as per approved budgets subject to availability of funds.

1613. The Committee observes that the matter had been resolved as the supporting documentation

had been provided and the Auditor-General was satisfied with the management response
Committee Recommendations

1614, The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

20.0 MAWEGO TECHNICAL TRAINING INSTITUTE

1615. Mr John Abuto, Principal, accompanied by;
Felix Otieno- Finance Officer
Appeared before The Committee to adduce evidence on the audited accounts of Mawego

Technical Training Institute, on 16™ August 2023.

Audited statements for Financial Year 2018/19
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1616.

1617.

1618.

1619.

1620.

1621.

1622.

20.1.1 Opening Balances and Comparative Figures
Management did not submit financial statements for the 2017/2018 financial year to the
Auditor General for audit contrary to the provision of Section 44 (2)(c) of the Public
Procurement And Asset Disposal Act, 2015.
Consequently, the validity, completeness and accuracy of all the opening balances in the

financial statements for the year ended 30 June, 2019 could not be confirmed.

Management Response
The previous financial year 2017/2018 accounts were audited by school’s auditors
which was on cash basis as opposed to Auditor General IPSAS accrual and thus could
not be relied upon by the Office of Auditor General for comparative figures. These were
restated in the subsequent financial period.

Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.2 Revenue from Non-Exchange Transactions
As disclosed in Note 6 to the financial statements, the statement of financial
performance reflects Kshs.36,316,550 in respect to transfers from the National
Government-grant/gifts in kind for the year ended 30 June, 2019 whose income ledger
was not provided for audit.
In the circumstances, the accuracy and completeness of the Kshs.36,316,550 could not

be confirmed.
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Management Response
1623, Transfers from National Government, the cash book is attached and corresponding receipt

numbers and breakdown provided supporting the amounts,

Date Amount Working Paper
18/10/2018 3.956,550 Afi)
12/03/2019 30,360,000 Afii)

Total 36,316,550

Committee Observation

1624, The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1625. The Commitiee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.3 Revenue from Exchange Transactions
1626. As disclosed in Note 10 to the financial statements, the statement of financial
performance reflects Kshs.154,115,042 in respect to rendering of services-fees from
students for the year ended 30 June, 2019. However, the income ledger for the
Kshs.154,115,042 was not provided for audit.
1627. Further, the following additional anomalies were noted:

I The Institute issued receipts to students against among other documents,
bank deposit slips whose bank transaction reference numbers was entered in
the cash book. However, a comparison of the cash book and bank statements
revealed one hundred and two (102) transaction reference numbers
amounting to Kshs.1,035,290 which were entered in the cash book but could

not be traced in the bank statements thereby casting doubt on the

genuineness of the deposit slips.
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ii. Twenty-one (21) receipts serial numbers 13756, 14210, 14211, 14212,
14213, 15117,16148,16224,16308,17432,18268, 18470, 18863, 18977,
19037, 19038, 19039,19232,20496,20698 and 22130.of unknown value
were not entered in the cash book and could also not be tracked back to the
receipt books as voided with approval.
1628. In the circumstances, the accuracy and completeness of revenue from exchange
transactions of Kshs.154,115,042 could not be confirmed.

Management Response
1629. The financial records- deposit slips, corresponding bank statement showing that cash
book receipts were actually received in the bank as per the statement. The missing
receipt numbers were duly voided due to errors since the system used by the Institute

didn’t allow for correction, system logs showing why the receipt numbers were missing.

Committee Observation

1630, The Committee observes that the matter had been resolved as the Auditor-General was

satishied with the management response.
Committee Recommendations

1631. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.4 Receivables from Exchange Transactions
1632. As disclosed in Note 29 to the financial statements, the statement of financial position
reflects Kshs.32,023,578 on receivables from exchange transactions which relates to
student and rent debtors as at 30 June, 2019. However, supporting documents including
debtors listing, rental fees structure and ageing analysis were provided for audit.
1633, In the circumstances, the accuracy, validity, and completeness of the Kshs.32,023,578
could not be confirmed.
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Management Response

1634. The management has provided debtor listing and aging analysis for the Receivables

from Exchange Transactions.
Committee Observation

1635. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.

Committee Recommendations
1636. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.5 Cash and Cash Equivalents
1637. As disclosed in Note 28 to the financial statements, the statement of financial position
reflects cash and cash equivalents balance of Kshs. 108,551,056 as at 30 June, 2019.
However, the following anomalies were noted during the audit:

i.  Included in the Kshs.108,551,056 is Kshs.67,745,716 which was not supported

with bank balance confirmation certificates and bank statements.
il.  The cash book reflects a balance of Kshs.221,989.622 while the financial
statements reflects Kshs.108,551,056, resulting to an unreconciled variance of

Kshs.113,438,566.

i. A comparison of bank statements and cash book revealed payments in the bank
statements but not in the cash books totaling Kshs.32,160,675 and thus

understating the cash and cash bank balance by the same amount.

iv.  Cash books and bank reconciliation statements for nine (9) bank accounts with
balances amounting to Kshs.37,260,882 were not provided for audit:

1638. Consequently, the accuracy and completeness of cash and cash equivalents balance of

Kshs. 108,551,056 as at 30 June, 2019 could not be confirmed.
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Management Response

1639. The payment in bank statement and not in cash book have been explained through the

attached payment vouchers.
1640. Cash books and Bank reconciliations have been provided for review.

Committee QObservation

1641. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1642. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.6 Property, Plant and Equipment
1643. As disclosed in Note 33 to the financial statements, the statement of financial position
reflects Kshs.438,285,293 in respect to property, plant and equipment as at 30 June,
2019. However, the following anomalies were noted during the audit:

i.  Assets Register in support of the balances was not provided for audit.

ii.  The Institute did not have an approved depreciation policy for property,
plant and equipment.

iii. Tractors of unknown value which were donated to the Institute by the

Parent Ministry were not included in the Kshs.438,285,293.

1644. In the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.438,285,293 as at 30 June, 2019 could not be confirmed.

Management Response

1645. The Institute currently has a fixed asset register having engaged qualified valuers with
professional touch to value the historical assets. Currently the management is continually

updating the asset register and the figures will be incorporated in the current financial year

2022-2023.
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1646. The Institute has an approved Finance Policy which has factored depreciation policy.
Tractors were donated by Ministry of Education, State department for Technical and
Vocational Training, however, ownership documents like logbooks. number plates haven’t

been provided despite our request to the Ministry thus cannot be valued by valuers.

Committee Qbservation

1647. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1648. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.7 Intangible Assets- Software

1649. As disclosed in Note 34 to the financial statements, the statement of financial position
reflects Kshs.889,719 in respect to intangible assets as at 30 June, 2019. However, the
asset register and an approved amortization policy were not provided for audit.

1650, Consequently, the completeness and accuracy of the intangible assets balance of
Kshs.889,719 could not be confirmed.

Management Response
1651, The management regrets not providing asset register then as it was still being worked

on, with the Intangible Asset being fully amortized before the asset register was

compiled
Cammittee Observation

1652. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
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Committee Recommendations

1653. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.8 Biological Assets
1654. Documents provided for audit including the farm ledgers and physical verification
revealed that the Institute had in its possession ten (10) cows. However, the cows had
not been valued and disclosed under total non -current assets balance of
Kshs.439,175.012 in the financial statements as at 30 June, 2019.
1655. Consequently, the accuracy and completeness of the total non-current assets balance of

Kshs.439,175,012 as at 30 June, 2019 could not be ascertained.

Management Response

1656. The management through the Veterinary officer had the cows valued.
Commitiee Observation

1657, The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1658. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

20.1.9 Trade and Other Payables from Exchange Transactions

1659. As disclosed in Note 36 to the financial statements, the statement of financial position as at
30 June, 2019 reflects Kshs.19,319,148 in respect to trade and other payables from exchange
transactions. However, supporting invoices for the Kshs.19,319,148 were not provided for
audit.

1660. Further, as disclosed in Note 42 to the financial statements, the statement of financial
position reflects Kshs.9,262,466 in respect to payments received in advance relating to fees
paid in advance. However, supporting students listing was not provided for audit.
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1661.In the circumstances, the completeness and accuracy of the Kshs.19,319,148 and
Kshs.9,262.466 could not be confirmed.
Management Response
1662. The management has attached supporting invoices for the payables for review.
Committee Observation
1663. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.
Committee Recommendations
1664. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.
20.1.10 Deferred Income
1665. As disclosed in Note 40 to the financial statements, the statement of financial position
reflects Kshs.30,360,000 on deferred income which Management explained as relating to
capitation funds receivable from the Government for the year under review. However, the
Kshs.30,360,000 did not therefore qualify to be a deferred income since it was not funds
received in advance for future utilization.
1666. No explanation was given for the anomalous treatment of capitation funds receivable in the
financial statements.
Management Response
1667. The management regrets for the inaccuracies in the Deferred Income, however, the figures
were adjusted in the subsequent period.
Committee Observation
1668. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.
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1669.

1670.

1671.

1672.

1673.

1674.

1675.

1676.

1677.

Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.
20.1.11 Loan Repayments

Documents provided for audit revealed the Institute had paid Kshs.863,838 on two equal
instalments of Kshs.431,919 which Management explained to be a loan repayment to a bank
in respect of an asset financing loan for the purchase of Institute’s thirty-three-seater bus.
However, the details of the financing agreement were not provided for audit.
Consequently, the validity and regularity of the Kshs.431,919 could not be confirmed.

Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.
20.1.12 Risk Management Policy Framework

Documents provided for audit revealed that the Institute did not have a Risk Management
Policy contrary to Regulation 165(1) of the Public Finance Management (National
Government) Regulations, 2015.

In the circumstances, the Institute’s risk management strategies including risk identification,
prioritization and mitigation mechanisms for the year under review could not be confirmed.

Management Response
The Institute have developed Risk Management Policy framework that is currently in use.

Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
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1678.

1679.

1680.

1681.

1682.

1683.

1684.

Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.
20.1.13 Failure to Establish an Internal Audit Function

Documents provided for audit revealed that the Institute did not have an internal audit
function in place contrary to Section 73(1)(a) and Section 155 of Public Finance
Management Act, 2012,

In the circumstances, the Institute internal control for the year under review could not be

ascertained.
Management Response

The management employed the auditor and assistant auditor who are the secretary to audit

committee and subsequently they have been holding audit committee meetings.
Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.

Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 73(1) (a) and Section 155 of Public Finance Management Act,
2012 to ensure that appropriate arrangements are in place for conducting internal audit

according to the guidelines of the Accounting Standards Boards.

Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM (National

Government) Regulations, 2015 by providing supporting documentation on time.
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Audited statements for Financial Year 2019/20
1685. All audit queries in the subject financial year were recurring from the previous financial
year. The Committee reiterates its observations and recommendations on the same.

Audited statements for Financial Year 2020/21

1686. All audit queries in the subject financial year were recurring from the previous financial

year. The Committee reiterates its observations and recommendations on the same.

21.0 TOM MBOYA UNIVERSITY COLLEGE
1687. Prof. Charles Ocholla, Vice Chancellor, accompanied by:

i.) Mr. Julius Okoth-Acting Finance Officer

ii.) Ms. Monica Ouma- Senior Procurement Officer

Appeared before the Committee to adduce evidence on the audited accounts of Tom Mboya

University College, on 17" August 2023.
Audited statements for Financial Year 2018/19

21.1.1 Salaries for Seconded Staff from Maseno University Kshs. 46,405,334

1688. I draw attention to Note 20 to the financial statements which reflects a balance of Kshs.

83,948,580 under trade and other payables. The balance includes an amount of Kshs.

46,405,334 due to Maseno University in respect of salaries that the University had paid to

its staff seconded to Tom Mboya University College. The amount has been outstanding since

2016/2017 financial year. Management has explained that it has appealed on several

occasions to the Ministry of Education and The National Treasury for financial assistance

to clear this debt without success.

Management Response

1689. The Management response is as follows:

i. Tom Mboya University was established as a constituent College of Maseno

University. The Salaries and allowances for FY 2016/2017 in respect to

seconded
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ii. staff was paid by Maseno University and Tom Mboya University
recognized this expenditure in its books and appealed severally to GoK for
funds from the National Treasury in order to reimburse Maseno University
without success,

iii. Maseno University in its letter dated 4™ May 2020 ref
MSU/NC/TMUC/50.VOL.II(9) clarified that Tom Mboya University
College had no contractual obligation to pay the amount in respect of
salaries for seconded staff since it had been factored in the Maseno
University recurrent budget.

iv. Based on the response from Maseno University, the management in
2019/2020 Financial Year reclassified the amount and moved it from

Current Liabilities to Capital Reserves.
Committee Observation

1690, The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management explanation and supporting documentation was provided.
Committee Recommendations

1691. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

21.1.2 Non-Use of Official Vehicle allowance Kshs. 1,100,000
1692. As disclosed in Note 9 to the financial statements, the statement of financial performance
reflects a balance of Kshs. 148,870,107 under employees cost which includes an amount of
Kshs. 127,916,766 in respect of personnel costs. The latter balance includes an amount of
Kshs. 1,100,000 paid to some employees as non-use of official car allowance. The allowance
is not provided for in the terms and conditions of service for academic, senior library and
administrative staff of the University College. Further, no documentary evidence was

provided for audit review to confirm that those employees had used their vehicles

exclusively for official purposes during the period claimed.
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1693. Under the circumstances, the regularity and value for money of the expenditure of Kshs.
1,100,000 could not be confirmed.

Management Response

1694. The Management response is as follows:
i. Non-Use of Official Vehicle allowance is paid to management staff which

includes Deans, Directors, Registrars, Chairmen of Departments and Heads of

Sections as approved by the University Council.
ii. This is a taxable allowance paid through the payroll meant to compensate
management staff on official errands without the use of official University

College Vehicles. Tom Mboya University College adopted this allowance from

Maseno University which is the mentoring institution.

iti.  This allowance is part of the Management allowances as indicated in the Terms

and conditions of Service for Staff in Grade 11-15 On page 37.

Head of
Chairmen/Deputy | Sections/Human
Deans/Directors/F | Registrar/Deputy Resources/
inance Finance Administration/
Officer/Registrar/ | Officer/Deputy Senior
Allowance Librarian Librarian Accountants
Responsibility 20,000 15,000 10,000
Entertainment 23,000 15,000 10,000
Telephone 6,000 5,000 5,000
Electricity/water 5,000 5,000 3,000
Non-Use of official Vehicle 16,000 14,000 12,000
TOTAL 70,000 50,000 40,000
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Committee Observation

1695. The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

1696. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM
(National Government) Regulations, 2015 by providing supporting documentation on time.

Aundited statements for Financial Year 2019/20

21.1.3 Unsupported Council Expenses

1697. The Statement of financial performance reflects an expenditure of Kshs. 10,187,278 in
respect of Council expenses out of which an amount of Kshs. 740,000 was paid to Council
Members as transport allowances, taxi allowances and air travel costs. However, supporting
documents including taxi receipts and air tickets for air travels were not provided for audit
TeVIEW,

1698. Consequently, the accuracy and propriety of the expenditure of Kshs. 740,000 incurred on
Council Members transport allowances, taxi allowances and air travel costs could not be

confirmed.

Management Response
1699. The Management provided the following to support the expenditure of Kshs. 740,000.
i.  Taxi receipts
il.  Air Tickets
.  Copies of Log Books of Motor Vehicles for Council Members who travelled
using personal Cars.

iv.  Attendance Registers

Committee Observation

1700, The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
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Committee Recommendations

1701. The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

21.1.4 Salaries for Seconded Staff from Maseno University
1702. The Committee observes that the matter was recurring from the previous financial year and

reiterates its recommendation on the same.

21.1.5 Budgetary Control and Performance
1703. The Statement of comparison of budget and actual amounts reflects total budgeted receipts
of Kshs. 477,957,913 and actual receipts of Kshs. 307,387,300 resulting to an overall under
funding of Kshs. 170,570,613 or 26%. Similarly, the statement reflects total budgeted
expenditure of Kshs. 396,215,000 and actual expenditures of Kshs. 301,061,738 resulting to
under absorption of Kshs. 95,849,261 or 24%. The underfunding and under absorption may
have affected the planned activities of the University College.

Management Response
1704. Management response is as follows:

i.  Ascorrectly observed by the Auditor underfunding caused the University College
not to absorb the budgeted expenditure. However, the University College
absorbed 97.94% of the funds received.

ii.  The University College appealed on several occasions to National Treasury and

Ministry of Education for enhanced funding without much success.

1705. Appeal for enhanced funding to Principal Secretary State Department for University
education and Research Ref: TMUC/REG/ACA 1/2Vol I1I (84) dated 10" February 2020
was provided.

Committee observation

1706. The Committee observes that under funding of the university was a matter that was cross-
cutting other universities. Capitation provided was inadequate and the universities had
limited diversification options.
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1707. The Committee further observed that public universities were over-reliant of government

capitation, and did not exploit their own income generating internal capacity and potential.
Commiittee Recommendations

1708. The Committee recommends that the Ministry of Education comes up with strategies to help
resolve the issue of underfunding in institutions of higher learning.

1709. Further, the institution should make use of its in-house technical expertise and engage in
income generating activities including technological research and development and

consultancies.

21.1.6 Staff Regional Diversity
1710, Review of employee records and payroll details revealed out of one hundred and eight (108)
employees, fifty-seven (57) employees or 53% were from the dominant community in the
County. This is contrary to section 7(1) and (2) of the National Cohesion and Integration
Act, 2008 which states that all public establishments shall seek to represent the diversity of
the people of Kenya in the employment of staff and no public establishment should have
more than one third of its staff from the same ethnic community.

1711. Consequently, the College was in breach of the Law.

Management Response
L. The University College inherited a non-diverse workforce from its predecessor,
Homabay Agricultural Training College.

ii.  Since its establishment, the recruitment process has taken into consideration need
for diversity and there has been significant progress in ensuring that there is
diversity in the workforce and diverse ethnic communities and groups including
minorities and marginalized are represented.

iil.  The University has put in place measures to ensure compliance to section 7(1) and
(2) of the National Cohesion and Integration Act, 2008 which includes advertising
Job vacancies through means that reaches the diverse ethnic groups.

iv. _ Diversity has been achieved at both teaching staff and middle level administrative

staff except for support staff and this is due to high uptake of most jobs at this level
by the locals.
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Committee Observation
1712, The Committee observed that all public institutions are expected to abide by values and
principles of public service as provided for under Article 232(1)(h) of the constitution and
the National Cohesion and Integration Act, and ensure fair and diverse representation of the

people of Kenya in staffing.
Committee Recommendations

1713. The Committee recommends that the Accounting Officer makes deliberate effort to correct
the imbalance, by ensuring affirmative action in subsequent recruitments. Further, this
requirement must be embedded in the institutions HR manual and policies within three

months of adoption of this report.

21.1.7 Lack of Functional Internal Audit Unit.

1714. The University College has an Internal Audit Unit which is not fully functional as it is
manned by only one officer contrary to the University’s staff establishment which requires
that the Internal audit be manned by Five (5) officers headed by the Chief Internal Auditor.
Lack of a functional Internal Audit Unit may lead to weak internal controls resulting in loss
of public funds.

Management Response
i.  The Internal auditor does pre-auditing of all payments in order to reduce the risk

on the loss of public Funds.
ii.  The Internal Auditor is involved in the systems Audit of all functional departments

and submits quarterly reports to the Audit Committee of the Council.

iti.  The University advertised and is in the process of recruiting additional internal
Auditor subject to approval and allocation of additional funds by the National
Treasury.

iv.  The Current Internal auditor was reviewed to Senior Internal auditor in order to
motivate, enhance performance and independence of the unit.

Committee Observation

1715. The Committee observed that the internal audit function positions had been advertised and
employment had been budgeted for in the financial year 2023/2024.
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Committee Recommendations

1716. The Committee recommends that the Office of the Auditor General reports on the issue in

subsequent audits.

Audited statements for Financial Year 2020/21

21.1.8 Budgetary Control and Performance
1717. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.
21.1.9 Non-Compliance with Law on Ethnic Composition
1718. The Committee observes that the matter was recurring from the previous financial year and

reilerates its recommendation on the same.

21.1.10 Delayed Confirmation of Employment
1719. Audit examination of the personnel records revealed that the position of Finance Officer and
head of finance department has been held by an officer on an acting capacity for more than
three years since 01 January, 2018, This is contrary to paragraph 3.4.4 (b) and (c) of the Tom
Mboya University College Human Resource Policy Manual which provides that the acting
period shall not exceed six (6) consecutive months.

1720. In the circumstances, Management was in breach of the Law.

Management Response
1721. The Management response is as follows:

1. Due to budgetary constraints the University College was unable to substantively
fill the vacant positions including critical areas of its core mandate and that is the
reason why the officer has continued to perform the duties in an acting capacity.

ii.  The management has written to the Ministry of Education and National Treasury
for enhanced funding to recruit staff and finance its core mandate.

iii.  The process of reviewing the Officer for substantive appointment is ongoing.
iv.  Additionally, the University looks forward to filling more positions in the

2023/2024 FY subject to increase in budgetary allocations by the National

Treasury and National Assembly.
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Appeared before The Committee to adduce evidence on the audited accounts of Jaramogi

Oginga Odinga University of Science and Technology, on 17™ August 2023.
Audited statements for Financial Year 2018/19

22.1.1 Over-payment of Professional and Legal Services

1730. The statement of financial performance reflects an expenditure of Kshs 384,639,687 under
the general expenses which, as disclosed in Note 9 of the financial statements, includes an
amount of Kshs 13,939,151 relating to professional and legal services. The latter balance
includes an amount of Kshs 4,640,000 paid to a law firm. Available information indicates
that the University entered into a contract with the law firm in 2015.

1731. The law firm was to represent the University in Civil Case No. 271 at Kisumu High Court
and arbitration proceedings between the University and a contractor at a cost of Kshs
6,814,515 and Kshs 10,000,000 respectively totalling to Kshs 16,280,000. A review of the
financial records submitted for audit indicated that the University made two different
payments of Kshs 2,320,000 each vide Cheques No. 21442 and No. 21566 dated 19 March,
2019 and 29" March, 2019 respectively all which were in respect to the same final fee note
of Kshs 2,320,000 dated 19 October, 2018 resulting to duplication of payments.

1732. Although the University sought refund of the overpaid amount from the law firm on 27
August, 2019, the law firm has not refunded the amount as at 26 October 2020. Additionally,
the overpayment has been treated as expenditure instead of distinctly reported in the

financial statement as other debtor.

1733. Consequently, the accuracy and propriety of professional and legal services expenditure of
Kshs 13,939,151 for the year ended 30 June, 2019 could not be ascertained.

Management Response

1734, The University wrote to the law firm, Olel, Onyango, Ingutiah & Co to requesting
clarification of the amount that had been paid vide the two cheques No. 21442 and No.
21566.

1735. The University had appointed the law firm to represent it in two cases:
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Committee Observation
1722. The institutions had made deliberate efforts in filling up of the positions of officers in acting

capacity
Committee Recommendations

1723, The Committee recommends that the Office of the Auditor General reports on the progress
made regarding the issue in subsequent audits.
21.1.11 Lack of Approved staff establishment
1724, The University College did not have an approved staff establishment during the year under
review. Therefore, the University College could not determine the skills and optimal staffing
levels required to achieve its goals and objectives.
1725. In the circumstances, it was not possible to ascertain whether the total number of staff in

employment of the university College was at the optimal operating level.

Management Response
1726. The Management response is as follows:
The University has an approved staff establishment a copy of which has been availed for

yOour review.
Committee Observation

1727. The Committee observes that the matter had been resolved as the institution currently has
an approved staff establishment
Committee Recommendations

1728. The matter is resolved and the Committee makes no further recommendations

22.0 JARAMOGI OGINGA ODINGA UNIVERSITY OF SCIENCE AND
TECHNOLOGY

1729. Prof. Joseph Bosire, Acting Vice Chancellor, accompanied by;

i) Prof. Aggrey Thuo- Deputy VC, Finance

i) George Aduda="Chief Finance Officer
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1736.

1737.

1738.

1739.

1740.

1741.

1742.

i) Kisumu High Court Civil Case No. 271 of 2015 between the University and
Sasah Contractors, where the contractor had sued the University for Kshs
271,000,000 for breach of contract. The agreed fees in this was Kshs 6,814.515.

ii) Arbitration between the University and Sasah Contractors, where the agreed fees
amounted to Kshs 10,000,000.

The payments made by the University as indicated in the audit report, therefore, related to
the two different cases that the firm was handling. The payment made on 29" March 2019
was for the Kisumu High Court Civil Case No. 271 of 2015, while the amount paid on 19t
March 2019 was for the arbitration case. The payments were made on account to reduce the
fees that had been agreed between the University and the law firm. There was, hence, no
double payment.

We attach a letter from Olel, Onyango, Ingutia & Company Advocates dated 15" September,
2019 clarifying the matter pursuant to the letter we had written to them on 27" August, 2019.
The amount was treated as an expenditure because based on the clarification given above it
was not deemed as an overpayment and hence was not a refundable amount.

The amount was thus expensed within the same financial year as it related to the year in

which it was paid.
Committee Observation

The Committee observes that the matter had been resolved as the Auditor-General was

satisfied with the management response.
Committee Recommendations

The Committee recommends that the Accounting Officer must at all times ensure
compliance with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM

(National Government) Regulations, 2015 by providing supporting documentation on time.

22.1.2 Receivables from Exchange Transactions
The statement of financial position reflects receivables from exchange transactions of Kshs
141,893,209 which, as disclosed in Note 18 of the financial statements, includes imprest
amounting to Kshs.5,591,015 outstanding as at 30 June, 2019 which was not supported by

any duly executed imprest warrants.
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1743. This imprest balance includes long outstanding staff imprest of Kshs 2,775,046 going as far
back as 2015 contrary to Section 93(6) of the Public Finance Management (National
Government) Regulations, 2015 which states that in the event the imprest holder fails to
account for the imprest on the due dates, the Accounting Officer shall take action to recover
the amount fully from the salary of the defaulting officer with an interest at the prevailing
Central Bank of Kenya rates.

1744. Further, some officers were issued with more than one imprest, contrary to Section 94(c) of
the Public Finance Management (National Government) Regulations, 2015. No
explanations were provided for these anomalies.

1745. The Management was in breach of the Regulations.

Management Response

1746. The University issues imprests based on duly processed and approved imprest warrants, The
imprests in the audit report were supported by imprest warrants, which we have attached as
evidence. For each imprest, we have indicated the document number against which the

imprest was issued.

1747. The outstanding imprests of Kshs 2,775,046 related to staff who had terminated their
services with the University and who at the time of the audit, had not cleared with the
University, and hence the imprests that they had taken before separation with the University
were still outstanding. The staff have since cleared and surrendered the imprests. We also
recovered unsurrendered imprest through the payroll for active staff, who did not properly
account for their imprests.

Committee Observation

1748. The Committee observes that Kshs. 377,702 was still not accounted for.
Committee Recommendations

1749. The Committee recommends that the Accounting Officer puts in place mechanisms to
recover the outstanding amount of Kshs.377,702 and must at all times ensure compliance
with Section 68(2)(b) of the PFM Act 2012 and Regulation 99(3) of the PFM (National

Government) Regulations, 2015 by providing supporting documentation on time.

Audited statements for Financial Year 2019/20

22.1.3 General expenses/ Dinner allowance
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1750. The statement of financial performance reflects an expenditure of Kshs 263,411,138 under
the general expenses which, as disclosed in Note 9 to the financial statements, includes an
amount of Kshs 55,250 being dinner allowance paid to an officer involved in preparation of
data for the Commission for University Education within the University precinct contrary
to Section 21.11 of the University Collective Bargaining Agreement 2013-2017 which states
that meal allowance shall be paid to members of academic staff working out of their duty
stations where half subsistence allowance is not paid.

1751. Consequently, the payment of the dinner allowance of Kshs 55,250 was, therefore, irregular.

Management Response

1752. The payment of meal allowances to staff in the University is guided by the Collective
Bargaining Agreements that the University has signed with the various unions representing
staff working in the University.

1753. Clause 6.3.6.5 of the 2013-2017 Collective Bargaining Agreement between the University
and the Kenya Universities Staff Union (KUSU) provides as follows:“Meal allowance will
be paid to members of staff working outside their normal working hours.”

1754. Clause 13.11 of the Collective Bargaining Agreement between the University and UASU
states that “that meal allowance shall be paid to members of academic staff working out of
their duty stations where half subsistence allowance is not paid.”

1755. The payment of Kshs. 55,250 was made in accordance with the provision of the CBA with
KUSU. The officers involved were administrative staff who were preparing the Self
Evaluation Report (SAR) audit of the institution by the Commission for University
Education. The payment was in order since the officers worked past the normal university
working hours, (after 5 p.m.) and were entitled to dinner/meal allowance as per the
Collective Bargaining Agreement. We have attached a copy of the two CBAs showing the

relevant sections as evidence in this regard.

Committee Observation
1756. The payment of the dinner allowance was unlawful

Committee Recommendations
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1757. The Committee recommends that the accounting officer be surcharged the amount of Kshs.

55,250 that was irregularly paid.

22.1.4 Un-surrendered Staff Imprests

1758. Included in the statement of financial position is receivables from exchange transactions
balance of Kshs 154,544,551 which, as disclosed in Note 18 to the financial statements,
includes an amount of Kshs 1,642,918 relating to staff imprest. The stafl imprest includes
an amount of Kshs 1,200,568 outstanding since 2016.

1759. Failure to recover the long outstanding amounts from the concerned officers’ salaries is
contrary to University’s Financial Management Policy which states that imprests will be
issued to officers for specific purposes and will be accounted for within 48 hours after the
purpose for which it was applied for has been fulfilled. In the event that an employee has
not accounted for imprests within the prescribed time frame, the amount should be recovered
from the respective staff salary.

1760. Under the circumstance, the University is in breach of the law and the recoverability of the

long outstanding imprests of Kshs 1,200,568 as at 30" June 2020 is doubtful.

Management Response

1761. The imprests that had not been surrendered since 2016 mainly related to staff who had
terminated their services with the University and had not cleared with the University as is
required. The clearance process requires that staff surrender any outstanding imprests before
they can be fully cleared. The staff took inordinately long to clear and the outstanding
amounts were recovered from the terminal dues. The staff have now been cleared.

1762. The other outstanding imprests for active staff who were still in service were surrendered or
recovered through the payroll as indicated in the table below.

1763. The University has resolved the issue of staff having more than one imprest through the
implementation of a new ERP which does not allow staff to apply for a second imprest if
the first one has not been surrendered. The measures and the internal controls that have been

put in place through the ERP have ensured that there is no recurrence of this matter in

subsequent financial years.
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Committee QObservation

1764. The Committee observes that the matter had been resolved as the institution had

1765.

1766.

1767.

1768.

1769.

1770.
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recovered all the un-surrendered imprest and the Auditor-General was satisfied with the
explanation provided by management.
22.1.5 Non-compliance to the Employment Act a third rule

A review of the payroll records indicates that fifty-six (56) employees earning total basic
salary of Kshs 5,873,069 earned net salary of Kshs 1,142,227, The net salary was lower than
one-third of their basic salaries of Kshs 1,957,689 by Kshs 815,462. This is contrary to the
Employment Act 2007 Section 19(3), which does not permit employees to commit their
salaries in excess of two-thirds of their basic salaries.

Consequently, the University was in breach of the Law.

Management Response

During the financial year, the University was not running an integrated payroll system. There
were incidences of staff earning salaries below one third of their salaries mainly occasioned
by the staff instituting payroll deductions for loans and other advances, which affects their
net pay without the consent/authority of the University, for example, Insurance, SACCO
and Benevolent Fund deductions.

In order to deal with the issue, the University Management took action to ensure that there
was no further commitment of staff salary below a third of their basic salary through the
implementation of an ERP System. The ERP system was implemented from the end of the
financial year under review and this has resulted in the matter being addressed.

We have attached a copy of internal memo dated 8™ July 2019 by the Deputy Vice
Chancellor — Planning, Administration and Finance (PAF), directing all staff whose salary
was below the one-third rule to normalize their salaries. This directive was implemented in
the ERP and therefore it is regulated through the system.

The commitments of staff which were beyond the one-third rule before the implementation

of the ERP are gradually being phased out and once cleared there will be no staff not
complying with the rule.

Committee Observation
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1771. The University implemented an ERP system to seal the loopholes and resolve the matter.

Audited statements for Financial Year 2020/21

22.1.6 Revaluation of Fully depreciated Assets in use
1772. The statement of financial position reflects property, plant and equipment balance of Kshs.
3,263,699,919. Included in this balance are fully depreciated assets with a total cost value
of Kshs. 190,871,988. Although the assets were still in use, the University had not revalued
them as required. Further, review of the fixed assets revealed impaired and obsolete assets
with a historical cost of Kshs. 29,043,849. No disclosure has been made in the financial

statements on the same.

Management Response

1773. The University plans to revalue the assets in the Financial Year 2023/2024, This revaluation
could not be done before because of budgetary constraints. The University prepares its
financial statements in accordance with International Public Sector Accounting Standards
(IPSAS) Accrual Basis.

1774. IPSAS 17 requires that revaluations shall be made with sufficient regularity to ensure that
the carrying amount does not differ materially from that which would be determined using
fair value at the reporting date. It also prescribes that if an item of property, plant, and
equipment is revalued, the entire class of property, plant, and equipment to which that asset
belongs shall be revalued.

1775. As a result of this requirement, there are budgetary/financial implications in revaluing each
class of assets, in that the University has to revalue all the items in the class and pay the
valuer accordingly. The University, therefore, plans to do the revaluations of the fixed assets
in a phased manner in FY 2023/2024, starting with motor vehicles. Upon the completion of
the revaluation for each class of fixed assets, the University's assets register with be updated

with the new values.

1776. The impaired and obsolete assets of Kshs 29,043,849 were disclosed in the financial
statements for the year ended 30" June 2021 under Note 23 on Property, Plant and
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Equipment. We have attached an extract of the financial statements as evidence of the

disclosure that was made.

1777. The disposal of the assets noted in the audit report will be completed in FY 2023/2024. This
is because some of the items that we tendered were not responsive and hence we will use
other disposal methods authorized by the law. However, in FY 2022/2023, the University
disposed of the following fixed assets with a cost of Kshs 10,600,000 that had been noted in

the audit report as obsolete:

Lot No. | Item Description Qty Reserve price Amount paid
1. Bus KAB 565B 1 110,000 186,000

2. Bus KAE 206F 1 260,000 336,000

3. Old tractor trolley 1 10,000 41,000

1778. We have attached the report on the disposal of various unserviceable/obsolete items for the
year ended 30" June 2023 as evidence of the disposal that has already been done.

Committee Observation
1779. The University has budgeted to revalue the assets in the financial year 2023/2024.
Commiittee Recommendations

1780. The Office of the Auditor General to report on the same in subsequent audits.

22.1.7 Student Debtors

1781, The statement of financial position reflects receivables from exchange transactions figure of
Kshs. 176,280,564 which is net of the student debtors after provision for doubtful debts of
Kshs. 238,924,696. Review of the supporting schedule provided for audit indicates that the
provision of Kshs. 238,924,696 was based on 100% for debtors relating to 2015 and earlier,
25% for those relating to the period between 2016 and 2019 while 10% for those relating to
2020 to 30 June 2021.

1782. However, the management has not disclosed the policy on provision for bad and doubtful

debts in the financial statements or how the provision rates were derived.

287 | Ponge
The 4" Report of the Public Investment Committee on Governance and Education



Management Response

1783. The policy on provision for bad and doubtful debts was disclosed in the financial statements
for the following year in FY 2021/2022 to correct this matter that had been raised in the
financial statements for FY 2020/2021. The policy is disclosed on page 19 under Summary
of Significant Accounting Policies — Provisions in the financial statements for the year
ended 30" June 2022.

1784. We have attached a copy of the financial statements as evidence that the issue was corrected

in the following financial year.

1785. We have also attached the University’s Finance and Procedures Manual which contains the
guidelines on provisions for bad debts under Section 11.4.
Committee observation

1786. The matter is resolved as the institution complied with the provision of bad and doubtful
debts in subsequent financial years. University's Finance and Procedures Manual was also

provided.

22.1.8 Budgetary Control and Performance
1787. The statement of comparison of budget and actual amounts reflects final receipts budget and
actual on comparable basis of Kshs 1,972,020,418 and Kshs 1,763,030,697 respectively,
resulting to an under-funding of Kshs 208,989,721 or 11% of the budget. Similarly, the
University spent Kshs 1,926,892,850 against an approved budget of Kshs 1,972,020,418
resulting in an under-expenditure of Kshs 45,127,568 or 2% of the budget.

1788. The underfunding and underperformance affected the planned activities and may have

impacted negatively on service delivery to the public.

Management Response
1789. The financial year 2020/2021 was affected by the advent of the Covid-19 pandemic that hit

‘the country from March 2020. The pandemic sent shockwaves through the World Economy,

triggering one of the largest economic crises in more than a century.
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1790.

1791.

1792.

1793.

1794.

1795.

1796.

At the onset of the pandemic, the Government took decisive measures to contain and
mitigate against the spread of the virus. Some of the measures taken were the closure of
learning institutions and restrictions on travel and in-person meetings.

The closure of the University following the Ministry of Health’s directive on containment
measures negatively disrupted the University's operations leading to reduced revenue
collections compared to the budgeted amounts. This is because the University could realise
funds that it had budgeted for from tuition and related fees and other Appropriations-in-Aid
activities, like accommodation and catering fees. This is the principal reason that negatively
impacted the performance on revenue collection during the FY 2020/2021.

The closure also affected the absorption of budgeted funds as planned activities could not

be undertaken due to restrictions on travel and in-person meetings.

The University has also experienced decrease in the number of students admitted. This is
mainly caused by the reduction in the number of students qualifying to join public
universities in the recent past. The decline in the number of students and hence the funding
from the Government has led to a negative variance in revenue collections. To mitigate
against this, the University is marketing its existing programmes, putting concerted efforts
in growing the post graduate students, strengthening research and proposal writing in order
to increase the level of attracted research funds and also coming up with new programmes
which are attractive to the students.

The University has also established an income-generating unit - JOOUSTESS Enterprises
that processes drinking water, detergents, fingerlings and farm produce among others for
sale both to the University and to the general public. This is expected to enhance revenue
collections in the institution.

Committee observation

The Committee observes that underfunding of the university was a matter that was cross-
cutting other universities. The capitation provided was inadequate and the universities had
limited diversification options.

The Committee further observed that public universities were over-reliant on government

capitation, and did not exploit their own income-generating internal capacity and potential.

Commiftee Recommendations
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1797. The Committee recommends that the Ministry of Education develop strategies to help
resolve the issue of underfunding in institutions of higher learning.
1798. Further, the institution should make use of its in-house technical expertise and engage in

income generating activities including technological research and development and

consultancies.
HON. WANAMI WAMBOKA
CHAIRPERSON, PUBLIC INVESTMENT COMMITTEE ON GOVERNANCE AND
EDUCATION
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ADOPTION OF THE PUBLIC INVESTMENTS COMMITTEE ON
GOVERNANCE & EDUCATION 4™ REPORT ON THE ACCOUNTS
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