















































































































































































































































































































































































































































































































































































































































18.1.10 Discrepancy in Notes to the financial statements

1498. Note 17 to the financial statements as at 30 June 2020 reflects trade and other payables
from exchange transactions (fees paid in advance) amounting to Kshs. 665,980 whereas Note
19 on liquidity risk management reflects fees paid in advance of Ksh. 1,056,638 resulting to
a variance of Ksh. 390,658.

1499, In the circumstance the accuracy and completeness of the fees paid in advance amounting
to Ksh. 665,980 as at 30 June 2020 could not be confirmed.

Management Response

1500. These were as a result of errors that management owns up. The management has set up
Internal control mechanisms to avoid statements are free from errors.

Committee Observation

1501. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1502. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.11 Unsupported property, plant and equipment

1503. Included in the property, plant and equipment balance of Kshs. 133,584,783 and as
disclosed in Note 6 to the financial statements are equipment, furniture and computer
accessories donated by the Ministry of Education through China bilateral contract agreement
dated 25 May 2016. However, the assets have been valued by a professional valuer and carry
an estimated value of Ksh. 80,000,000 in the books. Further, the property, plant equipment
includes a balance of Ksh. 12,000,000 in respect of land value of whose ownership and
valuation could not be established as the title deed and valuation report were not made
available for audit review.

1504. In the circumstances, the accuracy and fair statement of the property, plant and equipment
balance of Ksh. 133,584,783 as at 30 June 2020 could not be confirmed.

Management Response
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1505. The Ministry of Education delivered equipment to one hundred and forty four (144) TVET
institutions under the Kenya /China TVET project phase IT where the contractor was AVIC
International Holdings Corporation.

1506. This was a Government-to-Government contract and thus no prices were forwarded to the
TVET institutions.

Committee Observations

1507. The Committee observed that —

1. the matter of equipment donated by the Ministry of Education had been tackled in the
previous financial vear;
ii.  the ownership of the Kshs. 12,000,000 of land was outstanding.

Committee Recommendation

1508. The Committee recommends that the Accounting Officer expedites the processing of the
title of the land and its valuation within three months of adoption of this report by the House.

18.1.12 Unsupported bank balances

1509. The statement of financial position reflects bank balance of Ksh. 3,026,976 for three (3)
bank accounts as disclosed in Note 14 to the financial statements. However, the reported
balances were not supported by bank reconciliation statements and cashbooks.

1510. In the circumstances, the accuracy and completeness of the reported cash and cash
equivalents balance of Ksh. 3,026,976 as at 30 June 2020 could not be confirmed.

Management Response
1511. The bank reconciliation was done and bank reconciliation statements submitted.

Committee Observation

1512. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response as the reconciliations and bank statement were
verified.

Committee Recommendation

1513. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.13 Errors in accumulated surplus balance
1514. The statement of financial position reflects accumulated surplus balance of Ksh. 3,928,518
as at 30 June 202 0. However, summation of the previous year closing deficit balance of
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Ksh. 21,165,233 together with the actual deficit for the year of Ksh. 17,273,221 reflected in
the statement of financial performance results to an accumulated deficit of Ksh. 38,438,454,
The resultant variance of Ksh. 42,366,972 has not been explained.

1515. Consequently, the accuracy and completeness of accumulated surplus balance of Ksh.
3.928.518 as at 30 June 2020 could not be confirmed.

Management Response

1516. These were as a result of errors that management owns up. The management has set up
Internal control mechanisms to avoid statements are free from errors.

Committee Observation

1517. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1518. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
Mational Government by providing supporting documentation on time.

18.1.14 Late submission of financial statements

1519. The annual report and financial statements for the year ended 30 June 2020 were submitted
on 06 November 2020 one (1) and six (6) days late. This is contrary to Section 47(1) of the
Public Audit Act, 2015 which states that the financial statements required under the
constitution, the Public Finance Management Act, 2012 and any other legislation, shall be
submitted to the Auditor-General within three (3) months after the end of the fiscal year to
which the accounts relate.

1520. Under the circumstances, the Fund was in breach of the law.

Management Response

1521. The management had challenges with the adoption of accrual basis of accounting paired
with the effects of covid 19 pandemic that left the learning institution closed. The Board of
Governance has taken full responsibility and going forward it will ensure that financial
statermnents are concluded and submitted on time.

Committee Observation

1522. The Committee observed that the institution was now compliant as confirmed by auditors
in subsequent audits.
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Committee Recommendation

1523. The Committee recommends that the matter be closed.

18.1.15 Errors in annual reports and financial statements
1524. The financial statements for the year ended 30 June 2020 presented for audit have the
following errors:

L.
ii.

1l.

1v.

vi.

vil.
viii.

ix.

X1,

The table of contents at page I omits report of the independent auditors on the entity.
Report of the principal at page x does not highlight key activities, successes or
challenges achieved or faced during the reporting period.

Review of the institution’s performance at pages xi — xii does not indicate specific
achievements attained during the year against the set key performance indicators.
The corporate governance statement at page xiv does not disclose the attendance to
board meetings held during the year under review or the board of governor’s
remuneration.

The statement of financial position at page 3 is not signed by the chairperson and the
finance officer

Explanation on the statement of financial performance indicates that notes are set out
on pages 6 to 20 instead of pages 8 to 23. Similarly, explanation on the statement of
financial position indicates that financial statements are set out on pages 1 to 20
mstead pages 1 to 23.

Pagination flow in the report is inconsistent as pages 3 and 7 are omitted.

Appendix II on Inter Entity Transfers at page 29 has not been signed by the Head of
Accounting Unit.

The statement of changes in net assets at page 4 does not disclose the opening balance
as at 1 July 2019 as per the prescribed format by the Public Sector Accounting
Standards Board.

Wrong reporting dates are indicated for property, plant and equipment in the net asset
movement schedule at page 19.

Appendix IV on list of fixed assets donated by the ministry has no values attached.

1525. Consequently, the financial statements do not conform to the format prescribed by the
Public Sector Accounting Standard Board (PSASB) in accordance with section 194(i)(d) of
the Public Finance Management Act 2012.

Management Response

1526. These were as a result of errors that management owns up. The management has set up
Internal control mechanisms to avoid statements are free from errors.

Committee Observation
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1527. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1528. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.16 Weak Information Technology controls

1529. In the year under audit, the College had not established an IT strategic plan as well as IT
security policy to provide governance on information technology matters including policies
on IT continuity plan, subsequently the critical data/information may not be recovered in case
a disaster occurs.

1530. Under the circumstances the adequacy and effectiveness of the IT risk management
strategies and controls and processes put in place could not be established.

Management Response
1531. The IT policy had now been approved by the board on 26™ June 2023.

Committee Observation

1532. The Committee observed that the matter had now been resolved as they had availed the
board approved policy.

Committee Recommendation
1533. The Committee recommends that the matter be closed.

Audited statements for Financial Years 2020/21

18.1.17 Unsupported expenditure

1534, The statement of financial performance and Note 7 to the financial statements reflect use
of goods and services expenditure of Ksh. 5,465,170 which includes an amount of ksh.
1,408,907 for examination and teaching materials of which Ksh. 683,080 was utilized for the
payment of examination fees for various students, however the payments were not supported
by the list of the benefitting students, their admission numbers, the courses they are
undertaking and the cost of exam per programme.

1535. In the circumstances, the property of Ksh. 683,080 on examination and teaching materials
could not be confirmed.

Management Response
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1536. The list was forwarded to the auditors indicating the student who undertook the exams.

Committee Observation

1537. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1538. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.18 Unsupported property, plant and equipment

1539. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

18.1.19 Unsupported trade and other payables from exchange transactions

1540. The statement of financial position and Note 15 to the financial statements reflects trade
and other payables from exchange transactions balance of Ksh. 479,225, Included in the
amount is payments received in advance of Ksh. 414,020 that relates to school fees paid by
students. However, the balance was not supported by fees statement or student creditors
control ledger indicating the fees chargeable, actual payment received and the movements
thereon to determine the prepayments.

1541. In the circumstance the accuracy and completeness of the trade and other payables from
exchange transactions balance of Ksh. 479,225 as at 30 June 2021 could not be confirmed.

Management Response
1542. The excel sheet supporting the fees received in advance was availed.

Committee Observation

1543. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1544, The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.20 Inaccurate expenditure
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1545. The statement of financial performance and Note 9 to the financial statements reflects an
amount of Ksh. 315,000 for remuneration of directors. However, the financial statements
expenditure of Ksh. 315,000 differs with the ledger and schedule balance of Ksh. 420,000
leading to an unreconciled variance of Ksh. 105,200. In addition the statement and Note 11
to financial statements reflects an amount of Ksh. 1,318,615 got repairs and maintenance.
However, the financial statement balance of Ksh. 1,318,615 differs with the ledger balance
of Ksh. 1,414,515 leading to an unreconciled variance of Ksh. 95,900.

1546. In the circumstances, the accuracy and completeness of the total expenditure of Ksh.
1,633,615 for the year ended 30 June 2021 could not be confirmed.

Management Response

1547. Included in the ledgers was Ksh. 105,200 that related to admin expenses. The correct figure
for remuneration of directors as verified in the payment vouchers was Ksh. 315,000 as per
the excel sheet provided. This means that the expense was understated in the financial
statements by Ksh. 11,200. This was corrected via a journal entry.

Committee Observation

1548. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1549, The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

18.1.21 Failure to implement IFMIS directive

1550. Review of the college’s operational systems and statement of financial performance
indicated that the college had total expenses amounting to Ksh. 24,078,299 out of which a
total of Ksh. 5,769,586 was in respect various items and services which were procured outside
the IFMIS e-procurement module since the management had not implemented Integrated
Information System (IFMIS). Further, it was established that the college operates without an
approved accounting information system and instead used excel work books to maintain
accounting records. Therefore, it had not adhered the Executive order No. 6 of 2016, which
required all public entities to employ full use of e-procurement by 01January 2019.

1551. In the circumstances, Management was in breach of the law.

Management Response

1552. The management was unable to implement this directive due to budgetary constraints.
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Committee Observation

1553. The Committee observed that the institution had budgeted for the item in the 2023/24
financial year.

Committee Recommendation

1554. The Committee recommends that the Accounting Officer ensures compliance within three
meonths of adoption of this report by the House.

18.1.22 Lack of an internal audit function
1555. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation on the same.

18.1.23 Lack of fraud policy

1556. The college does not have in place a fraud management policy during the year under review
to assist in detecting and preventing fraud contrary to section 165(1) of the National
Government Regulations, 2015 (1) which states that the Accounting Officer shall ensure that
the National Government entity develops risk management strategies, which include fraud
prevention mechanism.

1557. In the circumstances, effectiveness of internal controls and governance could not be
confirmed.

Management Response
1558. The policy had now been approved by the board on 26™ June 2023.

Committee Observation

1559. The Committee observed that the matter had now been resolved as they had availed the
board approved policy.

Committee Recommendation

1560. The Committee recommends that the matter be closed.
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19.0 MICHUKI TECHNICAL TRAINING INSTITUTE

1561. Mrs. Anne Mbogo, Principal, accompanied by the Finance Officer, Mr. Odima Bahati
appeared before the Committee to adduce evidence on the audited accounts of Michuki
Technical Training Institute, on 5™ July 2023.

Audited statements for Financial Years 2018/19

19.1.1 Unaudited opening balances and comparative figures

1562. Section 47 of the Public Audit Act, 2015 provides that the financial statements required under the
Constitution, the Public Finance Management Act, 2012 and any other legislation, shall be submitted
to the Auditor-General within three months after the end of the fiscal year to which the accounts
relate. However, Management did not submit financial statements for the year ended 30 June, 2018
and earlier years to the Auditor General for audit. Consequently, the validity, completeness and
accuracy of the opening balances of retained earnings and revaluation reserves of Kshs.33,189.205
and Kshs.524,614,000 respectively reflected in the statement of changes in net assets and of the
opening cash and cash equivalents balance of Kshs.26,649,419 reflected in the statement of cash flows
could not be confirmed. In addition, the accuracy of the financial statements for the year ended 30
June, 2019 could not be confirmed.

Management Response

1563. The management did not submit prior year financial statements to the auditor general for
the financial stamen auditing because the TTIs and TVC were under the district school audit
department but not under the office of the auditor general. Furthermore, the financial
statements were forwarded for the audit under the school unit department for the auditing.
Consequently, the retained earnings and revaluation reserves of Ksh 524,414 and 33,189,205
respective a revaluation was done to determine the exact value of the institution properties as
showed by the attached revaluation report. The cash and cash equivalence of Ksh 26,646,419
relates to cash held by the institution in its bank account because the prior year the institution
was reporting on cash basis vis a vis the accrual basis. Moreover, cash and cash equivalence
of Ksh 28,670,788, a bank reconciliation was done as attached so as to facilitate the
completeness and accuracy of the of the cash and bank balances.

Committee Observation

1564. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation
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1565. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.2 Accuracy of property, plant and equipment

1566. The statement of financial position reflects a property, plant and equipment balance of
Kshs.497,456,451. However, information available, indicated that the Institute occupied
various parcels of land which were not valued or disclosed under property, plant and
equipment. Further, no ownership documents were presented for the land occupied by the
Institute.

1567. Under the circumstances, the accuracy and completeness of the reported property, plant
and equipment balance of Kshs.497,456,451 could not be confirmed. Further, Note 15 to the
financial statements gives a schedule of the property, plant and equipment (PPE) giving
details of the various assets under the ownership of the Institute. Included in the PPE schedule
are furniture and fittings with a net book value indicated as Kshs.13,065,000. However, the
re-computed net book value is Kshs. 13,993,000 thereby resulting in an unexplained variance
of Kshs.928,000. It should however be noted that the total net book value of all the assets of
Kshs.497,456,451 is correctly stated and agrees with the statement of financial position
balance.

Management Response

1568. The difference of Ksh. 7,912,546 relates to the various PPE that were purchased during the
financial year.

Committee Observation

1569. The Committee observed that despite the institute obtaining a ‘no-objection’ letter from
the county and ascertaining the same from the lands search records, the actual ownership
document was yet to be obtained.

Committee Recommendation

1570. The Committee recommends that the Accounting Officer expedites processing of the
ownership document within three months of adoption of this report.

19.1.3 Erroneous classification, presentation and disclosure of account balances

1571. The statement of financial performance reflects a total expenditure of Kshs.84,985,622 on use of
goods and services. Further, disclosure on the expenditure was provided under Note 6 to the financial
statements. However, the following anomalies were noted:
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i.  The expenditure balance included an amount of Kshs.709,055 which has been described as
trade payables. It was not clear why the item was classified as an expenditure instead of a
liability.

ii. The expenditure included an amount of Kshs.1,920,627 described as savings account
expenses. However, the amount was in respect of government grants transferred from the
main account to a savings account of the Institute and did not constitute an expenditure.

iii. The expenditure included an amount of Kshs.1,100,000 received on behalf of Ndia
Technical Training Institute and described as government grant transfer.

iv.  The expenditure included an amount of Kshs.5,003,134 described as development which
was incurred in respect of construction of buildings for the Institute. However, the amount
was expensed in the statement of financial performance instead of being recognized as an
addition to non-current assets.

1572. Consequently, the accuracy and validity of the Kshs.84,985,622 expenditure in respect of
use of goods and services could not be confirmed.

Management Response

1573. This was as a result of posting errors. The correct figures as supported by the ledgers are
as per the statement of financial performance. The correct figures were amended in the
submitted annual report and financial statements for the year ended 30" June 2020.

Committee Observation

1574. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1575. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

Audited statements for Financial Years 2019/20

19.1.4 Revenue from exchange transaction rendering of services

1576. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49,416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1577. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response
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1578. The revenue of Ksh 77,518,043 under note 2 page 26 relates to the income from fees
collected from the students of Ksh 75,079,5236 and Ksh 73,776 relates to debts receivable
from the students for more information see the attached right scheduled for the rendering of
services and the debt aging analysis scheduled.

Committee QObservation

1579. The Committee observed that the institute had availed requisite schedules. They however
still had Kshs. 73,776 outstanding relating to student deposits that had no unique identifiers.

Committee Recommendation

1580. The Committee recommends that the Accounting Officer reconciles the balance of Kshs.
73,776 within three months of adoption of this report.

19.1.5 Property, plant and equipment- lack of land ownership documents
1581. The Committee observed that the matter was recurring from the previous financial year
and reiterates its recommendation on the same.

19.1.6 Cash and cash equivalents

1582. The statement of financial position and Note 17 to the financial statements reflect cash and
cash equivalents balance of Kshs.160,849,340. However, as previously reported, review of
bank reconciliation statements revealed that direct deposits totalling to Kshs.14,975,425
relating to three (3) bank accounts had not been receipted in the cashbook. Further,
unpresented cheques totalling to Kshs.7,053,579 for one (1) bank account had not been
reversed in the cash book contrary to Regulation 90(3) of the Public Finance Management
(National Government) Regulations, 2015, which requires Accounting Officers to ensure any
discrepancies noted during bank reconciliation exercise, are investigated immediately and
appropriate action taken including updating the relevant cash books.

Management Response

1583. The updated cashbook and reconciled bank statement with the date has been updated as
indicated by the attached reconciled bank statement as well as the attached KCB saving
account of sh 12,440,774.

Committee Observation

1584. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation
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1585. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.7 Unsupported amounts in the statement of cashflows

1586. The statement of financial position and Note 17 to the financial statements reflect cash and
cash equivalents balance of Kshs.160,849,340. However, as previously reported, review of
bank reconciliation statements revealed that direct deposits totalling to Kshs.14,975,425
relating to three (3) bank accounts had not been receipted in the cashbook. Further,
unpresented cheques totalling to Kshs.7,053,579 for one (1) bank account had not been
reversed in the cash book contrary to Regulation 90(3) of the Public Finance Management
(National Government) Regulations, 2015, which requires Accounting Officers to ensure any
discrepancies noted during bank reconciliation exercise, are investigated immediately and
appropriate action taken including updating the relevant cash books.

Management Response

1587. The Ksh 71,951,173 on which the document was not provided relates to the funds received
from the NYS school fees for the sponsored students as attached by the list and receipt for
the payment furthermore Ksh 2,228,561 relates to fees paid by the student for the KASNEB
examination body as indicated by the attached receipts for the examination.

Committee Observation

1588. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1589. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.8 Non-compliance with ethnic diversity

1590. The statement of financial position and Note 17 to the financial statements reflect cash and
cash equivalents balance of Kshs.160,849.340. However, as previously reported, review of
bank reconciliation statements revealed that direct deposits totalling to Kshs.14,975,425
relating to three (3) bank accounts had not been receipted in the cashbook. Further,
unpresented cheques totalling to Kshs.7,053,579 for one (1) bank account had not been
reversed in the cash book contrary to Regulation 90(3) of the Public Finance Management
(National Government) Regulations, 2015, which requires Accounting Officers to ensure any
discrepancies noted during bank reconciliation exercise, are investigated immediately and
appropriate action taken including updating the relevant cash books.
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Management Response

1591. The institution has put in measures to ensure that no ethnic community dominate staff
establishment by enhancing transparency in the recruitment and selection criteria by
publishing the jobs advert in the institute website for the wide coverage as show by the
attached document.

Committee Observation

1592. 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 Recommendation

1593. 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.

19.1.9 Lack of internal audit function

1594. The statement of financial position and Note 17 to the financial statements reflect cash and
cash equivalents balance of Kshs.160,849,340. However, as previously reported, review of
bank reconciliation statements revealed that direct deposits totalling to Kshs.14,975,425
relating to three (3) bank accounts had not been receipted in the cashbook. Further,
unpresented cheques totalling to Kshs.7,053,579 for one (1) bank account had not been
reversed in the cash book contrary to Regulation 90(3) of the Public Finance Management
(National Government) Regulations, 2015, which requires Accounting Officers to ensure any
discrepancies noted during bank reconciliation exercise, are investigated immediately and
appropriate action taken including updating the relevant cash books.

Management Response

1595. The institute has established internal audit function and the internal auditor was recruited
and employed in the institution and as per the section 73(1) of the public finance management
Act, 2012 and the auditor has been providing various advisory and assurance matter to the
management further see the attaché letter of employment for the internal auditor and some
for the reports relating to the institution matters.

Committee Observation
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1596. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1597. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

Audited statements for Financial Years 2020/21

19.1.10 Statement of comparison of budget and actual amounts
1598. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49.416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.
1599. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response

1600. The Kshs. 239,492,000 is reflected as the total expenditures but not a deficit as indicated
in page 6 in the statement of the comparison of budget and actual amounts.

Committee Observation

1601. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1602. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.11 Government grants transferred to mentored institutions

1603. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49,416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1604. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response
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1605. The transfers of KSH 17,874,165 under note 14 relates to Mentees institution as tabulated
below and attached documents for the transfers from government.

S/No Mentee Description Amount

1 Kigumo TVC Conditional Grant 3,466,667

2 Tetu TVC Capitation 5,525,000

3 Kandara TVC Capitation 7,254,998

4 Mathioya TVC Capitation 1,627,500
TOTAL 17,874,165

Committee Observation

1606. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1607. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.12 Revenue from non-exchange transactions

1608. Included in Note 2 to the financial statements on revenue from non-exchange transaction
of Kshs.49.416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1609. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response

1610. The revenue of Ksh 6,254,998 under note 6 relates to Kandara Tvc the amount was for
the capitation received from the government and it was wired into the mentor bank account.
The attached document shows the detailed amount of the money.

Committee Observation

1611. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation
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1612. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.13 Revenue from exchange transactions

1613. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49.416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1614, Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response

1615. The Ksh 60,363,537 under note 7 of the revenue from exchange transaction relates to
various vote income scheduled as now presented.

Committee Observation

1616. The Committee observed that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1617. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time.

19.1.14 Cash and cash equivalents

1618. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49,416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1619. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response

1620. Under note 17 page 24 the total 160,849,340 of 14,975,425 relates to long outstanding
receipts that has accumulated from the student for a long time but the amount were deposited
in the bank accounts but some of the receipts have not been presented by the students
however that management has enforce the ADM number as prefix for the any school fees
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payment in the bank so as to easily determine the amount belongs to which students and for
first tracking of the amounts in the bank statement for more information see as extract from
the bank statement that constitute the ADM number and the corresponding amount.

1621. Furthermore, the KSH 7,053,579 which relates to unpresented cheques for KCB current
at the end of the Financial Year, the indicated cheques cleared in the month of July 2021 as
shown by the extract of the bank statement for July 2021.

Committee Observation

1622. The Committee observed that of the amounts cited as outstanding, Kshs. 14,975,425 was
still unreconciled related to student deposits that had no unique identifiers.

Committee Recommendation

1623. The Committee recommends that the Accounting Officer reconciles the outstanding
amount of Kshs. 14,975,425 within one year of adoption of this report by the House.

19.1.15 Property, plant and equipment
1624, The Committee observed that the matter was recurring from the previous financial years
and reiterates its recommendations on the same.

19.1.16 Undisclosed prior year matters
1625. The Committee observed that the matters were recurring from the previous financial years
and reiterates its recommendations on the same.

19.1.17 Budgetary control and performance

1626. Included in Note 2 to the financial statements on revenue from non exchange transaction
of Kshs.49.416,041 are tuition fees, administration and receivable from student fees of
Kshs.8,199,048, Kshs.5,895,326 and nil balances respectively which are at variance with
supporting schedules.

1627. Management has not reconciled or explained the cause of the variances and adjustments in
the respective ledger accounts.

Management Response

1628. The institution under absorbed the budget by 16% due to COVID 19 interruption that
affected the fees collection.

Committee Observation

1629. The Committee observed that despite covid-19 pandemic interrupting operations the
institute ought to have revised its budget accordingly.
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Committee Recommendation

1630. The Committee recommends that the Accounting Officer henceforth reviews the institute’s
budgets quarterly to reflect realities, vide supplementary budgets.

19.1.18 Non-compliance with law on ethnic composition

1631. The Committee observed that the matter was recurring from the previous financial years
and reiterates its recommendations on the same.

20,0 KENYATTA UNIVERSITY

1632. Professor Paul K. Wainana Vice Chancellor, accompanied by;
i  Dr. Paul Gachanja- Registrar Administration and Finance

ii  Mr. Samuel Mwai- Chief Finance Officer

appeared before the Committee to adduce evidence on the audited accounts of Kenyatta
University, on 9" August 2023.

Audited statements for Financial Years 2018/19

20.1.1 Going concern

1633. During the years under review the University recorded a deficit of Kshs 677,803,757 (2018
deficit of Kshs 2,109,408,511) thus reducing the accumulated surplus from Kshs.
6,522.406,889 in June, 2018 to Kshs. 5,844,603,131 as at 30 June, 2019. Further, the current
liabilities of Kshs.5,497,338,841 exceeded the current assets of Kshs.1,675,332,451 resulting
to a negative working capital of Kshs.3,822,006,390 which indicates that the University was
unable to meet its financial obligations as and when they fall due. In particular, the University
was unable to remit pension and taxes amounting to Kshs.2,920,340,762, audit fees of
Kshs.6,400,000 and other deductions of Kshs.412,300,504 to the respective beneficiaries
thereby risking fines and penalties. Although the University Management has put in place
stringent cost cutting and revenue enhancement measures to address the financial challenges,
the debt still remains unpaid.

1634. The University therefore operating under financial difficulties and has currently resulted to
financing its operations using costly short-term borrowings which may further worsen the
liquidity position. Therefore, the University is technically insolvent and it may not be able to
meet its mandate in future. The financial statements have therefore been prepared on a going
concern basis on assumption that it will continue to receive financial support from
Government, creditors and donors.

Management Response
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1635. The Management has put in place these measures to address the going concern challenge;

1 Adoption of cost cutting measures that resulted to a saving of Kshs 720M per
annum in 2021.

i1 Management appointed a committee to further look on cost cutting and revenues
enhancement measures. The Committee recommendation has been approved by
council and implemented resulting in saving of approximately 800 Million
between 2022 and 2023. This has resulted in reduction of operational loss from
2.1 Billion in 2021 to 1.8 Billion. in 2022 and less than 1 Billion in year 2023

iii Management is looking into ways of possibly increasing student enrollment
through KUCCPS which will improve fee revenue

iv. The University won bid to provide professional teacher development training to
all existing teachers that will generate more revenue.

v Negotiation with the Government to increase capitation.

vi The Management has identified properties (Rwanda campus,) for disposal and
has obtained approval to dispose from The National Treasury. Due to depressed
property market after Covid-19, the University has not managed to dispose the
property. However, in the meantime, the University Council has approved lease
of the property to generate rental income.

vil The Management has sought for approval to restructure the existing overdraft
facility to a term loan to reduce on high interest expenses paid every month.
This has enabled the University save up to Kshs 72 Million per year in interest
payable.

viil Management has relocated the School of Agriculture to Kitui Campus to
concentrate on dry land agriculture. The expected income from the schools
activities is Kshs 150 million per year

1636. If the above measures are achieved, the management is optimistic that the University will
be In a position meet its obligation as and when they fall due.

Committee Observations

1637. The Committee observes that —

ii.

under funding of the University was a cross-cutting matter among institutions of
higher learning. Capitation provided is inadequate and the institutions have limited
diversification options. The Committee notes that there are efforts to review
capitation provided to universities and tertiary institutions through a presidential
working party, whose implementation has been put on hold by the National
Assembly.
public institutions are over-reliant on government capitation, and do not explore
other income generating ventures.
2
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Committee Recommendation
1638. The Committee recommends that -

i.  the institution makes use of its in-house technical expertise and engage in income
generating activities including technological research and development and
consultancies.

ii. the Office of the Auditor General is required to report on the effectiveness of the
interventions undertaken by the University towards improvement of the going
concern during the next audit cycle.

20.1.2 Encroached Land by Squatters (Kamae)

1639. As reported in the previous years, the property, plant and equipment balance of
Kshs.17,766,272,655 reflected in the statement of financial position includes land registration
No.11026/2 measuring 445.17 hectares on which the main campus of the University stands.
Included in the 445.17 hectares is a portion of land measuring 12.472 hectares valued at
Kshs.123,281,555 that has been illegally encroached upon by informal settlers.

1640. Although the University has filed a case in Court of law against the illegal encroachment,
the matter has not been determined and the informal settlers continue to erect buildings on
the land.

Management Response

1641. Management is happy to report that a court ruling was delivered in favor of the University.
The Judge concluded as follows;
i That a mandatory permanent injunction is hereby issued restraining the defendants
from continuing with occupation of the plaintiff’s land.
it That an order is hereby granted for recovery of possession of the suit property namely

LR NO 11026/2 by the plaintiff.

iii That an order of eviction is hereby issued against the defendants and other trespassers
from LR NO 11026/2.

iv That a declaration is hereby issued that the occupation and user of a portion of LR NO
11026/2 by the defendants and other trespassers is illegal.

Committee Observation
1642. The committee observes that —

i. the court entered judgement in favour of Kenyatta University and ordered eviction
of the illegal informal settlers;

ii. Kenyatta University had donated 30.82 acres of its land to 670 informal settlers who
the court established were genuine squatters and had allotment letters.
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ii.

1il.

Committee Recommendations
The Commuttee recommends that -

the Attorney General sets up a multi-agency team to facilitate recovery of the encroached
land in line with the judgement;

the Ministry of Lands, in collaboration with the National Land Commission, immediately
commences and concludes the process of issuance of title deeds to the 670 genuine squatters;

the Office of the Auditor General reports on the implementation status of the above two (2)
recommendations in the next audit cycle.

20.1.3 Land without ownership documents (Dadaab)

1643. The property plant and equipment balance of Kshs.17,766,272,655 further includes land
measuring thirty two (32) hectares allocated to the University from Lagdera Constituency
Development Fund in Garissa County. The University has paid registration fees of
Kshs.880,000. Available information indicates that the University has obtained a letter of no
objection dated 20 August, 2019 from the County Government of Garissa. The University
has also obtained drawings for the Part Development Plan (PDP) awaiting advertisement,
before submitting them to the National Director of Physical Planning for approval and
issuance of Allotment Letter.

Management Response

1644. The Land was allocated to the University by Lagdera Constituency Development Fund in
Garissa County is valued at Ksh 880,000. The amount was in respect of registration and other
related charges.

1645. The University has at long last made some progress toward attainment of the ownership
documents:

1646. The University has obtained Letter of No Objection from the County Government of
GGarissa in support of the allocation of the Dadaab campus- land by the then County Council
of Garissa

1647. The County Government of Garissa (Physical Planning Office) has drawn and completed
the Partial Development Plan (PDP) and advertisement of the Public Notice, in accordance
with Physical Planning Act Cap 286 has been done via Gazette Notice No. 8526 dated 6™
September 2019 and in the Daily Nation and Taifa Leo newspapers on 28" August 2019. The
advert is supposed to remain open for the next 60days from the date of advertisement before
submitting the PDP to the National Director of Physical Planning for approval to facilitate
issue of Allotment Letter.

1648. The University has engaged the service of a consultant to fast track the exercise.
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Upon issuance of a title deed, the Management will engage a valuer to give value of the
property to be adjusted in the university financial records. This is work in progress and
management is optimistic that the University will have the title deed.

Committee Observation

1649. The committee observes that the matter has been outstanding for a long time and the
University risks losing the land.

Committee Recommendations
1650. The Committee recommends that —
i.  the management of the University engages with the Ministry of Lands to fast track
issuance of the title deed;
ii.  the Office of the Auditor General reports on the implementation status of the above
recommendation in the next audit cycle.

20.1.4 Kenyatta University Teaching, Referral and Research Hospital

1651. The property, plant and equipment balance of Kshs.17,766,272,655 as at 30 June, 2019
excludes the value of Kenyatta University Teaching, Research and Referral Hospital that
stands on the Universities 7.97 hectares of land. The hospital was built after the Kenya
Government entered into a concessional loan agreement with Export-Import Bank of China
for a concessional loan of Kshs.8,756.625,600.

1652. Further, the Government of Kenya through Legal Notice No.4 of 25" January, 2019
gazetted Kenya University Teaching, Research and Referral Hospital as a state corporation.

Management Response

1653. The Statement of Financial Position balance of Property, Plant and Equipment includes
7.97 hectares of land occupied by Kenyatta University Teaching, Research and Referral
Hospital which is now established as a State Corporation.

1654. Records held by the University indicate the hospital belongs to Kenyatta University and
that the University Hospital is built on Kenyatta University land. Though the Hospital was
made a Parastatal in 2019, the issue of ownership is still being addressed.

1655. It is worth noting that Parliamentary Committees on Health and Implementation, in the B
Parliament, recommended as follows;

a) The Cabinet Secretaries for the Ministry of Education and Ministry of Health Health
should ensure that Kenyatta University has full access to the Kenyatta University Teaching
Research and Referral Hospital facilities, as envisaged, for use by its college of Health

219



Sciences, which comprises Schools of Medicine, Pharmacy, Nursing, Public Health and
Dentistry.

b) H.E. the President should revoke Legal Notice No. 4 of 2019 and revert the Kenyatta
University Teaching Research and Referral Hospital to a University Hospital within six
(6) months of the adoption of this report.

Committee Observations

1656. The committee observed that -
i.  the land on which KUTRRH is built is owned by Kenyatta University, who possess
the title deed;

ii.  The Departmental Committee on Health and the Select Committee on Implementation
of the 12" Parliament recommended that Legal Notice No. 4 of 2019 be revoked and
the Hospital be reverted to the University;

ii.  The procedure for declaring KUTRRH a State Corporation under Legal Notice No. 4
of 2019 was unprocedural as the University was not represented in the meeting
leading to the Legal Notice and there was no public participation in the entire process;

iv.  While the facility is accessible to Students from other institutions, the medical
students at Kenyatta University are required to undertake their studies and medical
rounds at Kiambu and Thika level V Hospitals. This poses a significant inconvenience
in terms of travel and time commitments for both the University and the students;

v. Legal Notice No. 39 of 2021 was unlawful as it excluded the Vice-Chancellor of
Kenyatta University, the Director of Medical Services and a representative of the
Kenyatta University Council from the Hospital's Board of Directors; and

vi.  the main purpose for the establishment of KUTRRH was to offer teaching, training
and research to Kenyatta University medical students.

Committee Recommendations

1657. The committee upholds the recommendations by the Departmental Committee on Health
and the Select Committee on Implementation of the 12" Parliament on the revocation of
Legal Notice No. 4 of 2019;

1658. Further, the Committee recommends that —

1. the Executive Arm of Government should make concerted efforts to execute the
recommendations put forth by Parliament. In instances where they encounter obstacles that
impede their ability to do so, it is imperative that they effectively communicate the
challenges faced in the implementation of these recommendations, providing detailed
account of the challenges to Parliament;
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iii.  Kenyatta University Medical Students should be allowed unrestricted access to the
hospital's student wing, as was initially envisaged during the hospital's conception.
1659. Revocation of Gazette Notice No 39 of 2021 which amended legal Notice No 4 of 2019 to
exclude the Vice-Chancellor of Kenyatta University, the Director of Medical Services and a
representative of the Kenyatta University Council from the Hospital's Board of Directors.

20.1.5 Receivable from Non-exchange Transaction-Car Loans

1660. As previously reported, the receivables from non-exchange transactions balance of
Kshs. 730,322,130 reflected in the statement of financial position as at 30™ June, 2019
includes an amount of Kshs.6,327,583 in respect of staff debts, out of which Kshs.1,421,445
relates to car loans due from four (4) officers who have since left the University. The amount
has been outstanding for long period of time. The loans were issued by the National Bank of
Kenya and guaranteed by the University but the staff defaulted in repayment after they left
the University.

1661. The bank however recovered the amounts owed together with accrued interest from the
fixed deposit account of the University. Although the car loan debts are being followed by
the University lawyer through legal channels and the appointed debt collection firm, the
University has not fully recovered the outstanding loans from them.

1662. It is also not clear how the vehicle logbooks were released to the ex-staff and how the ex-
employees were cleared by Management before the University had fully recovered the
outstanding loans from them.

Management response

1663. The car loan scheme facility was inherited from the University of Nairobi. This facility
enabled staff to purchase vehicles using loan from National Bank of Kenya guaranteed by
the University.

1664. During that time staff used to collect the log books for the purpose of renewing road
licenses with the registrar of motor vehicles and often times some staff would return the log
books on time. The pension benefit used to be utilized to offset any outstanding balance on
car loan or other money owed by a staff member.

1665. However, this became impossible after the enactment of the Retirement Benefits Authority
Act of 2008 which prohibited the recovery of any staff debt from the pension fund.
Subsequently car loan facility was withdrawn. The ex-employees have not been cleared by
the University.

1666. The outstanding debts on car loans have been handed over to the University lawyer for
follow up through legal channel. The University has also appointed debt collection firm to
assist in collecting the debts. The Management is monitoring progress of debt collection firm
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and upon receiving their report will explore possibility of seeking approval to write of
unrecoverable debts

Committee observation

1667. The committee observes that these debts have been outstanding for the last 16 years and
that the University has exhausted all the legal channels for recovering the amounts.

Committee Recommendations

1668. The Committee recommends that the management of the University —

i.  commences the process of writing-off the debt through the National Treasury;

ii.  institutes internal control measures to ensure full repayment of employee loans before
they exit the University, failure to which, the Accounting Officer is surcharged for
unrecovered debt.

20.1.6 Outstanding Imprest

1669. The receivables from non-exchange transactions balance of Kshs.730,322,130 also
includes outstanding imprest totaling Kshs.14,448,286 out of which imprest amounting to
Kshs.9,380,326 has been outstanding for over a year. The University has indicated that
recovery of the long outstanding imprest is being followed through legal channels and a debt
collection firm has been appointed to assist in collecting the debts.

1670. Under the circumstances, recoverability of the receivables amounting to Kshs.10,801,771
is doubtful.

Management Response

1671. Imprest debts amounting to Kshs 9,380,326 emanated from employees who exited the
University and had not accounted for imprest at the time of exiting. Before the year 2011,
there were no time lines on accounting of imprest and in addition it was not mandatory for
one to account for previous imprest before applying for another.

1672. Since 2011, the University has put measures to ensure that imprests are accounted for
within a period of 30days, unaccounted imprests are recovered in full from staff salary and
no imprest is granted to staff who have not accounted for previous imprest. Kindly note the
imprest debts have been outstanding for the last 12 to 15 years.

1673. Outstanding debts on Imprests have been handed over to the University lawyer for follow
up through legal channel.

1674. The University has also appointed debt collection firm to assist in collecting the debts. The
Management is monitoring progress of debt collection firm and upon receiving their report
will explore possibility of seeking approval to write of unrecoverable debts. Kindly note that
the debt collection firm has so far recovered debts worth Kshs 11,702,359.10.
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Committee observation
1675. The committee observes that these debts have been outstanding for a very long time and
that the University has exhausted all the legal channels for recovering the amounts.

Committee Recommendations

1676. The Committee recommends that—

i. the management of the University commences the process of writing-off the debt
through the National Treasury;

ii.  the Accounting Officer complies with Section 93 of the Public Finance Management
National Government Regulations, 2015 on issuance and management of imprest.

20.1.7 Nugatory Expenditure-Closure of Kigali and Arusha Campus
1677. As previously reported, Kenyatta University incurred a total of Kshs.518,174,359 to set up
both Kigali campus in Rwanda (Ksh.420,749,207) and Arusha campus in Tanzania
(Kshs.97,425,152). However, the University closed down the two campuses due to
operational challenges apparently imposed by change in legislation by both the Government
of Rwanda and the Government of the United Republic of Tanzania after the University had
just met all the requirements and was ready to roll out programmes.

1678. Management had indicated that, out of Kshs.97,425,152 investment in Arusha Campus in
Tanzania, an amount of Kshs.90,016,542 was expenditure on salary, rental, operations and
maintenance expenses hence not recoverable. A balance of Kshs.7,408,610 was in relation to
furniture and equipment that were brought to the main campus and distributed to various
departments. However, the inventory of such assets was not availed for audit verification,
further; the National Treasury has granted approval for disposal of the property in Kigali
Campus.

1679. Although the University has explained that all the due diligence was done before the
decision to open up the two campuses, the Management has not made any recovery on the
amount so far incurred totaling Kshs.518,174,359.

Management response

1680. The University incurred Kshs 518,174,359, in the establishment of Kigali and Arusha
campuses. Unfortunately, due to various challenges, the campuses were unable to start off
and the University Council approved that they be wound up.
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1681. Management would wish to report that Arusha campus has already been closed and the
moveable property brought to the main campus and distributed to various campuses for use
by staff and students.

1682. Approval has been granted by The National Treasury to dispose Kigali property and we
are optimistic that the University will recover the cost incurred in establishing the campus.

1683. The sale of the property has been hampered by current depressed property market and the
effect of covid-19 to the economy. However, as a stop gap measure, the University Council
approved leasing of the property to generate rental revenue estimated at 4.5 Million per
month.

1684. The advertisement for tender was done in 10" March 2023 in new times newspaper in
Rwanda and on 3™ March in standard newspaper Kenya the tender closed on 18" April 2023

1685. Management is optimistic that we will dispose the Kigali property once the economy
improves.

Committee Qhservations
1686. The Committee observes that -

i Unjustified Renovation Costs: The Committee noted that the university had
initially intended to purchase a ready-to-use property. Consequently, the
expenditure of Ksh. 54,073,302.81 for renovations and partitioning was not
justified.

ii Absence of Stakeholder Consultation: There was no evidence of consultation
with the university management when the directive for the closure of the campus
was issued in 2018 by the Ministry of Education. This lack of stakeholder
engagement highlights a failure in governance structure and decision-making
processes by the Executive.

i1 Direct procurement of the property: Purchase of the property was done through
direct procurement, without comparing prices among different properties. This lack
of competitive bidding raised concerns about potential inflation of the property
cost, amounting to Ksh. 314,894,910.40.

v Poor Workmanship: An inspection of the property revealed poor workmanship in
the renovations, evidenced by worn out tiles, incomplete sections of
interconnecting corridor, among others. This substandard quality indicated a lack
of oversight and value for money spent on renovations.
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v Risk of Financial Loss: It may be difficult to recoup the investment in this property
if the University decides to sell due to its overpriced purchase.

Committee Recommendations

1687. The committee recommends that a special audit be conducted to ascertain whether there
was value for money in the purchase of the property and the subsequent expenditures. The
audit should —

i analyse the budgeting and procurement process in relation to expenditures incurred;

ii ascertain the authenticity, effectiveness and nature of expenditure incurred towards
implementation of the project;

iii establish whether the process of approval was lawful, transparent, accountable, and
without collusion, conflict of interest, or abuse of power;

iv ascertain the value for money in the expenditures incurred; and

v any other matter that may interest the Auditor General in these expenditures.

20.1.8 Budgetary Control and Performance

1688. The statement comparison of budget and actual amounts indicates that the University had
an approved revenue budget of Kshs.7,335,002,303 against actual receipts of
Kshs.8.860,788,646 resulting into an over-expenditure of Kshs.237,345,498 or 3%. The
receipts surplus was attributed to stringent measures implemented on fees collection while
the over-expenditure occurred mainly due to an increase in depreciation of assets that was
not considered in the budget. However, there is need by the University to refocus on
budgeting on its own locally generated funds.

Management Response

1689. In the year under review, the University had an approved revenue budget of
Kshs.7,335,002,303 against actual receipts of Kshs.8,860,788,646 resulting into an over-
expenditure of Kshs.237,345,498 or 3%. The surplus in revenue was as a result of stringent
measures implemented on fees collection while the over expenditure was due to provision
for depreciation that had not been included in the budget. This is included in the 2020 budget.
We appreciate the auditors concern and we will refocus on budgeting our locally generated
funds.

Committee Observation

1690. The committee observes that the issue has been resolved since the auditor was satisfied
with the response provided by management.

Committee Recommendation
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1691. The audit query is resolved. The committee however recommends that the management
carries out periodic reviews on the institutions budget as guided by The National Treasury,

20.1.9 Ethnie Diversity

1692. A review of the University staff data as of 30" June, 2019 revealed that one ethnic
community accounted for 40% of Council Members, 45.4% of senior management and
40.7% of permanent staff. This is contrary to Section 7 (2) of the National Cohesion and
Integration Act, 2008 which states that no public establishment shall have more than one
third of its staff from same ethnic community. The University was therefore in breach of the
law

Management Response
University Council

1693. The University Council is composed of independent Council Members and representatives
from the Ministry of Education and the Treasury. The University has no control over the
appointment of these representatives of Government agencies. They are appointed by the
respective Principal Secretaries on need basis and they are occasionally changed for various
reasons. The independent members of Council are appointed by the Cabinet Secretary,
Ministry of Education

The Management Board

1694. The University has eleven (11) members. In the year 2019, three (3) out of the eleven (11)
positions were vacant and only eight members were holding office substantively. The other
three were held by officers on acting capacity. The ethnic group with the highest number had
three (3) out of the eight substantive members.

Other University Staff

1695. This may not have been compliant with the National Cohesion and Integration Act, 2008
for various reasons, the main one being that support staff in Grade I - IV, who constitute
32.04% of the total population are mainly drawn from the locality. This is a common trend
in all organizations. The University is geographically in Kiambu County and it happens that
most support staff are drawn from the County.

1696. The issue of ethnicity is historical as many employees were employed before the National
Cohesion and Integration Act, 2008 was enacted. The University is making deliberate efforts
to reduce the imbalance.

Committee Observation
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1697. The Committee observed that all public institutions are required 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 Recommendation

1698. 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.

20.1.10 Non-Compliance with one Third Basic Pay Rule

1699. Analysis of the payroll data for the year ended 30™ June, 2019 revealed that there was a
monthly average of one hundred and sixty (160) University employees who were being paid
net salary that is less than a third (1/3) of their basic pay. This is contrary to Section C. 1(3)
of the Human Resource Policies and Procedures Manual for the Public Service dated May,
2016 which states that public officers shall not over-commit their salaries beyond two thirds
(2/3) of their basic salaries and Heads of Human Resource Units should ensure compliance.

Management Response

1700. In the year 2019/2020, the University put in measures to ensure that this is eliminated.
Management is happy to report that all employees are being paid net salary that is a third
(1/3) or more of their basic salary. Enclosed are payroll extracts for the months of July 2021,
January 2022 and July 2022 and January 2023.

1701. Kindly note, the University Management is committed to ensuring that Section C. 1(3) of
the Human Resource Policies and Procedures Manual for the Public Service dated May, 2016
is observed

Committee Observation

1702. The committee observes that the University was in breach of the law.

Committee Recommendation

1703. The committee reprimands the Accounting Officer and recommends that henceforth
complies with the provisions of Section 19 (3) of the Employment Act. 2007

Audited statements of financial year 2019/2020

20.1.11 Going concern
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1704. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.12 Encroached land
1705. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.13 Land without ownership documents
1706. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.14 Kenyatta University Teaching, Referral and Research Hospital
1707. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.15 Outstanding Imprest
1708. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.16 Car loans
1709. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.17 Nugatory Expenditure-Closure of Kigali and Arusha Campus
1710. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.18 Budgetary Control and Performance
1711. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation

20.1.19 Staff Ethnic Composition

1712. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.20 Non-Compliance with one Third Basic Pay Rule
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1713.The Committee observes that the matter was recurring from the previous financial year and reiterates
its recommendation.

Audited statements of financial year 2020/2021

20.1.21 Tllegal Encroachment on Land and Lack of Ownership Documents
1714. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.22 Unsupported inventory balance

1715. The statement of financial position and as disclosed in Note 20 to the financial statements
reflected inventories balance of Kshs. 42,182,627. However, this balance was not supported
by stock take reports. In the circumstances, the accuracy and completeness of inventories
balance of Kshs. 42,182,627 could not be confirmed.

Management Response

1716. The stock sheets that support the stock balance of kshs 42,182,627 in the financial
statement for the year ended 30 June, 2021 are provided.

Committee Observation
1717. The committee observes that the issue had been resolved since the institution had provided
the supporting documentation to the auditors.

Committee recommendation

1718. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time to facilitate the audit
process.

20.1.23 Unsupported Trade and Other Payables

1719. The statement of financial position and as disclosed in Note 23a to the financial statements
reflects trade and others payables from exchange transactions of Kshs. 6,674,121,498.
Included in the balance is an amount of Kshs. 976,664,361 that was not supported by
ledgers/schedules and detailed analyses of payees and amount owing.

1720. Further payables amounting to Kshs. 84,151,386 differed with their supporting schedules
balance of Kshs. 103,296,420 resulting to an unexplained variance of Kshs. 19,145,034,

Management Response
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1721. Attached please find support ledgers of trade and other payables confirming the balance as
stated in the financial statements of the year 2021.

Committee Observation

1722, The committee observes that the issue had been resolved since the institution had provided
the supporting documentation to the auditors.

Committee Recommendation

1723. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time to facilitate the audit
process.

20.1.24 Long outstanding Trade and Other Payables

1724. Included in trade and other payables from exchange transactions balance of Kshs.
6,674,121,498 are unremitted statutory deductions in respect of pension, NHIF, NSSF
deductions and contributions by employer, Pay As You Earn (PAYE) and VAT totaling Kshs.
4,943,796,131. In addition, the balance includes other third-party deductions from
employees including welfare, insurance, cooperative, other salary and staff loans totaling to
Kshs. 421,447,742 which have not been remitted to beneficiary institutions. Further, the
balance includes general creditors balance of Kshs. 505,698.150 owed to general suppliers
and other contractors which have been outstanding for a long period.

1725. In the circumstances, the accuracy and completeness of trade and other trade payables from
exchange transactions could not be confirmed.

Management Response

1726. For the last Seven years Kenyatta University has experienced drastic down turn in revenue
streams caused by the following factors

i Reduced student’s numbers especially self-sponsored students

11 Government policy on differentiated unit cost funding which reduced University
recurrent grants allocation

iii Low performance of already established Campuses
iv. Low performance of third stream income generating activities (IGA)
v University unrest in 2017 and 2018

1727. This has resulted into the university reporting loss position and hence high traded and other
payables. The University has put in cost cutting and revenue enhancement measures to
address the challenges.

Committee Observations
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1728. The Committee observes that —

i. under funding of the university was a matter that was cross-cutting amongst
institutions of higher learning. Capitation provided was inadequate and the
universities had limited diversification options. The Committee notes that there are
efforts to review capitation provided to universities and tertiary institutions through
a presidential working party, whose implementation has been put on hold by the
Mational Assembly;

ii.  public institutions of higher learning are over-reliant on government capitation, and
do not explore other income generating ventures.

Committee Recommendations
1729. The Committee recommends that -

i. the institution makes use of its in-house technical expertise and engage in income
generating activities including technological research and development and
consultancies.

ii. the Office of the Auditor General is required to report on the effectiveness of the
interventions undertaken by the University towards improvement of the reducing the
debt.

20.1.25 Unsupported Operations Expenses

1730. The statement of financial performance and as disclosed in Note 16 to the financial
statements reflects operational expense totaling to Kshs. 1,184,572,550. Included in the
expenditure are amounts of Kshs. 41,695,306 and Kshs. 17,955,696 in respect of stationery
and health unit drugs respectively.

1731. However, supported schedules provided reflected debit figures indicated as decrease which
was not explained and corresponding information on payees and amounts were not provided
for audit.

1732. Further, included in the operations expenses is an amount of Kshs. 16,782,195 in respect
of other office consumables. However, the amount differs with the support schedule of Kshs.
18,041,150 resulting to an un-reconciled variance of Kshs. 1,258,955.

1733. Similarly, the balance includes an amount of Kshs. 20,636,219 in respect of examination
stationery whose supporting schedule provided for audit included an unexplained payment
to local bank amounting to Kshs. 8,969.,438.

1734. In addition, included in the balance is Kshs. 35,139,692 in respect of regional expense open
learning. However, the supporting schedule reflected expenditure on coffins, clinical waster,
refuse collection, garbage collection and dairy feeds which appeared unrelated to open
learning expense.
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1735. In the circumstances, the accuracy and completeness of the operations expenses of Kshs.
1,184,572,550 could not be confirmed.

Management Response

1736. The debit figures relates to issuance from the stores to specific cost unit. The University
buys items in bulk and department incur cost when items are issued to them hence the debit
figures in the expense ledgers and a corresponding credit figure in the stores ledger. Attached
are stores and expense ledger extracts to illustrate the same.

1737. The debit figures relates to issuance from the stores to specific cost unit. The University
buys items in bulk and department incur cost when items are issued to them hence the debit
figures in the expense ledgers and a corresponding credit figure in the stores ledger. Attached
are stores and expense ledger extracts to illustrate the same.

1738. The total of Ksks 18,041,150 reflects the total consumable for the university in the financial
year however Kshs 1,258,955 relates to income generating units’ consumables which are
shown as separate note in the financial statements. The difference is the amount spent by
central operations of the University.

1739. The 8,969,438 were two cheques paying various suppliers who supplied examination
stationery. Cheques were drawn to the bank and a schedule provided on suppliers details.

1740. Kshs 35,139,692 was expenditure on collection of accounts and the same have been
rectified to distinct expenditure accounts.

Committee Observation

1741. The committee observes that the issue had been resolved since the institution had provided
the supporting documentation to the auditors.

Committee Recommendation

1742. The Committee reprimands the Accounting Officer for failure to provide supporting
documentation as required under Section 68(2)(b) of the PFM Act 2012 and Section 99(3)(ix)
of the PFM Regulations 2015 for the National Government and section 13 of the Public Audit
Act.

20.1.26 Long Outstanding Receivables from Non-exchange Transactions

1743. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation

20.1.27 Inaccuracies in Sundry Debtors Balance

1744, The statement of financial position and as disclosed in Note 19 to the financial statements
reflects a balance of Kshs. 175,848,463 in respect of receivables from non-exchange
transactions. Included in the balance is an amount of Kshs. 94,443,269 in respect of sundry
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debtors. However, this balance differs with the schedule balance of Kshs. 86,339,719
resulting to an unexplained variance of Kshs. 8,103,550/,

1745. In addition, the balance includes an amount of Kshs. 55,339,719 for which the services
rendered have not been explained and no billing documents were provided for review.

Committee Observation

1746. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1747. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time to facilitate the audit
process.

20.1.28 Unsupported Receivables from Government Agencies

1748. The statement of financial position reflected receivables from non-exchange transactions
balance of Kshs, 175,848,463, Included in this balance is an amount of Kshs. 7,026,961 in
respect of Government agencies which was not supported by reconciliation to confirm the
amounts due.

1749. In the circumstances, the accuracy and completeness of Kshs. 175,848,465 for receivables
from non-exchange transactions could not be confirmed.

Management response

1750.  The University does business with Government agencies through provision of service at
our North Coast Beach Hotel.

1751. The amount of Kshs 7,026,961 relates to debts owed by Government agencies like

Bandari Maritime Authority, Kilifi County Government, Kajiado County Government
among others.

Committee Observation

1752. The Committee observes that the relevant documentations are yet to be provided for audit.
Committee Recommendations

1753. The Committee reprimands the Accounting Officer for failure to provide relevant
documentation for audit as required under Section 68(2)(b) of the PFM Act 2012 and Section
99(3)(ix) of the PFM Regulations 2015 for the National Government and section 13 of the
Public Audit Act.
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1754. The Accounting Officer immediately provides the relevant documentation to the Auditor
General for review and subsequent reporting in the next audit cycle.

1755. The Accounting Officer institutes recovery mechanisms of the Ksh. 7,026,961 from the
aforementioned government agencies.

20.1.29 Uncertainty Relating to Sustainability of Service
1756. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.30 Budgetary Control and Performance
1757. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.31 Unresolved Prior Year Matters
1758. The committee has given various recommendations to the queries raised in prior year audit
reports.

20.1.32 Non-Compliance with the One-Third of Basic Salary Rule
1759. The Committee observes that the matter was recurring from the previous financial year and
reiterates its recommendation.

20.1.33 Capital Work In Progress

1760. The statement of the financial position and Note 26 to the financial statements reflects
capital work in progress of Kshs.805,144,606. However, review of documents revealed that
projects valued at Kshs.616,427,834 had stalled for over a year and their completion date was
uncertain. In the circumstances, the value for money on the stalled projects could not be
confirmed.

Management Response

1761. The projects were internally funded by the University through income from fee collection
and other university IGA’s. Since 2016/2017 the revenue has declined and management is
not able to continue with development projects since the funds collected are not enough even
to meet operational cost. The management is optimistic that the trend will reverse and will
be able to revive the stalled project.

Committee Observation

1762. The committee observes that three (3) projects, namely, the Children's Hospital, the
College of Business, and the Students' Recreation Centre, had stalled at the foundation level.
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However, the committee was unable to determine whether the expenditures incurred had
resulted in a commensurate value for the funds spent so far.

Committee Recommendation
1763. The committee recommends that a special audit be conducted to ascertain whether there
was value for money in the expenditures incurred. The audit should —

1. analyse the budgeting and procurement process in relation to expenditures

incurred in relation to the aforementioned projects;

ii. ascertain the authenticity, effectiveness and nature of expenditure incurred
towards implementation of the projects;

iii. establish whether the process of approval was lawful, transparent, accountable,
and without collusion, conflict of interest, or abuse of power;

1v. ascertain the value for money in all the expenditures incurred; and

v. any other matter that may interest the Auditor General in these expenditures.

20.1.34 Expired Contracts for Members of Staff

1764. Review of staff establishment documents at the North Coast Beach Hotel revealed that
there was a total of forty (40) staff with three of the staff on permanent basis while thirty-
seven (37) were on contract terms. However, review of personal files for the contract staff
revealed that their contracts have expired and its basis of their continued employment was
not explained. In the circumstance, the effectiveness of internal controls and governance
could not be confirmed.

Management Response

1765. Staff at the North Coast Beach Hotel are hired on contract because of the seasonal nature
of the business. There was a slight delay in renewing of their contract as the management
was reviewing the staff need requirement and business projections. The same has been
resolved and staff issued with contract letters.

Committee Observation

1766. The Committee observes that the matter had been resolved as the Auditor-General was
satisfied with the management response.

Committee Recommendation

1767. The Committee recommends that the Accounting Officer henceforth complies with Section
68(2)(b) of the PFM Act 2012 and Section 99(3)(ix) of the PFM Regulations 2015 for the
National Government by providing supporting documentation on time to facilitate audit.

20.1.35 Loss Making Operations
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1768. The statement of financial performance and Note 8 to the financial statements reflects
revenue from the income generating activities of Kshs.134,047,892. However, revenue
activities in respect of catering and North Coast Beach Hotel of Kshs.18,757,318 and
Kshs.33,262,022 respectively had corresponding expenses of Kshs.35,631,747 and
Kshs.50,135,854 respectively resulting to loses. In addition, the Regional Centre for capacity
development on which an expenditure of Kshs.102,791 was incurred generated no income.
Management has not explained measures that will be put in place to reverse the trend from
these operations and ensure their sustainability.

1769. Inthe circumstance, the effectiveness of the University's risk management and governance
could not be confirmed.

Management Response

1770. The two business units were highly affected in the years under review because of the effects
of Covid-19. This resulted into loss making for the period under review. However the two
business units have resumed normal operation and now operating profitably.

Year 2021 Performance

1771. Catering Income Kshs 18,757,318 against an expenditure of Kshs 35,631,747 making a

loss of Kshs 16,874,429 which translates to 90% loss
NCBH income was Kshs 33,262,022 against an expenditure of Kshs 50,135,854 making
a loss of Kshs 16,873832 which translates to 50.7%
Year 2022 Performance

1772, Catering Income Kshs 56,121,101 against an expenditure of Kshs 64,809,816 making a
loss of Kshs 8.688.715 which translates to 15.5% loss

NCBH income was Kshs 154,840,648 against an expenditure of Kshs 104,370,310
making a profit of Kshs 50,470,338 which translates to 32.6% profit.

Committee Observation

1773. The Committee observes that numerous business operations, especially in the hospitality
industry, were adversely affected during the Covid-19 period.

Committee Recommendation

1774. The Committee recommends that the Auditor General reviews and reports on operations
of the aforementioned establishments in the next audit cycles.

HON. WANAMI WAMBOKA, M.P.
CHJ&IRMAN PUBLIC INVESTMENTS COMMITTEE ON GOVERNANCE AND
EDUCATION
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