
































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































18.1.2 Lack of Staff Ethnicity Balance
2507. The University had 504 employees out of who 293 representing 58% were from the local dominant
community. The University was in breach of the law, Section 7(2) of the National Cohesion and

Integration Act, Cap. 7N.

Management Response
2508. Machakos University had 325 members staff in 2012 inherited from the former Machakos

Technical Training Institute; out of which 245 were members from the local community (75%) and

majority of them were from the lower cadre.

2509. Over the years, the University tried to bring the local community dominance from 75% to 58% as

at the end of 2020/2021 financial year through exits and new appointments.

2510. The composition of staff who were in service in 2012 and have exited without replacement is

shown in the table below:

Ethnicity No. of exits without replacement Percentage
Kamba 33 79.10
Kikuyu 8 11.94
Luhya 2 299

Luo 3 4.48

Meru 1 1.49

Totals 67 100.00

2511. The composition of staff recruited since 2018 when the University started recruitment of staff after

its chartering is shown in the table below:

Ethnicity | 2018 2019 2020 2021 Total Percentage
Kamba 16 13 0 0 29 30.2
Kalenjin - 0 0 0 4 4.2

Kikuyu 11 4 1 1 17 17.7

Kisii - 2 0 0 6 6.3

Kuria 1 0 0 0 1 1.0
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Ethnicity 2018 2019 2020 2021 Total Percentage
Luhya 13 4 0 0 17 17.7

Luo 7 2 0 0 9 9.4

Meru 2 2 1 0 3 52
Mijikenda |0 1 0 0 1 1.0

Taita 1 0 0 0 1 1.0

Teso | 0 0 0 1 1.0

Embu 5 0 0 0 5 5.2

Totals 65 28 2 1 96 100.0

Committee Observations
2512. 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 Section 7 (1) &
(2) of the National Cohesion and Integration Act, Cap. 7N and ensure fair and diverse

representation of the people of Kenya in staffing.

Committee recommendation
2513. 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 institution’s HR manual and policies within three months of adoption of

this report.

18.1.3 Unapproved commitments after 31 May
2514. The University entered into 77 commitments (LPOs) amounting to Kshs.8.926.809 in the month of
June 2021 without approvals in writing from the Accounting Officer contrary to the provisions of
Regulation 51(1) of the PFM (National Government) Regulations, 2015. Therefore, the University

was in breach of the law.

Management Response
2515. The procurement relating to these commitments was budgeted and planned for in the annual
procurement plan. The requests to commit (LPOs) were approved by the Accounting Officer in
writing through the Purchase Requisition prior to generating the LPO. Majority of these
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commitments related to students’ examination materials, medical expenses and food stuffs for”

student cafeteria.

2516. The University management appreciates the efforts done by the Auditor General in providing
assurance on financial statements, compliance to law and recommendations on improvement of

internal controls.

2517. The University will continue implementing the Auditor’s recommendations and work towards

having Un-qualified audit opinions and embrace the zero-based Audits.

Committee Observation
2518. The Committee observed that the requisite purchase requisitions were provided for verification
indicating the approvals made thus the issue is resolved.
18.2 Audited Statements for Financial Year 2019/2020
18.2.1 Adoption of the Annual Report by the University Council
2519. The Statements of the Chairman’s and that of the University Council responsibilities at pages xii -
and Ivi of the annual report were not signed by the Chairman contrary to section 81(3) of the Public -
Finance Management Act, Cap. 412A which states that ‘The accounting officer shall prepare the,
financial statements in a form that complies with the relevant accounting standards prescribed and *
published by the Accounting Standards Board from time to time.” Management however, indicated -
that the term of the Council lapsed on 14 August, 2020 before the annual report and financial

statements were signed and will therefore await the appointment of the next council.

2520. To the extent, the ownership by the University Council of the financial statements prepared and

presented for the year ended 30 June, 2020 and compliance with the Act could not be confirmed.

Committee Observation
2521. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response having verified all the necessary documents.

18.2.2 Trade and Other Receivables
2522. The statement of financial position reflects trade and other receivables balance of

Kshs.271,912,336:(2019-Kshs.179,141.263) and as disclosed under Note 16 to the financial )

statements. A review of the schedules provided in support of the balance revealed the following
anomalies: )
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(i) Erroneous Intra-University Trade Receivable Balance
2523, Included in the trade receivables balance is intra-university receivable balance of Kshs.2,288,480
which ought to have been excluded in the trade and other receivables balance. Management
explained the debt arose from meals provided by a hotel operated as an income generating project.

However, the hotel is owned by the University and does not prepare accounts separately.

2524. Consequently, the accuracy. and completeness of the trade and other receivables balance of

Kshs.271.912.336 as at 30 June, 2020, could not be confirmed.

Committee Observation
2525. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response having verified all the necessary documents.

(ii) Failure to Comply with the Employment Act on Deductions
2526. The statement of financial performance reflects employment costs of Kshs.1,102,821,833 and as
disclosed under Note 9 to the financial statements. Scrutiny of the University's payrolls for the
year under audit revealed that two hundred-and-twenty (220) employees were earning net salaries
of below a third of their basic salaries. This is contrary to the provisions of section 19(3) of the
Employment Act, Cap. 226 which stipulates that total amount of all deductions made by an
employer from the wages of his employee at any one time shall not exceed two-thirds of such

wages.
2527. In the circumstances, the University was in breach of the law.

Committee Observation
2528. The Committee observed that the University employees were earning below a third of their basic

salaries which is contrary to the provisions of Section 19(3) of the Employment Act, Cap.226.

Committee Recommendation
2529, The Committee therefore reprimands the Accounting Officer for the breach of Section 19(3) of the

Employment Act, Cap.226.
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18.2.3 Projects Implementation
2530. The statement of financial position reflects Property, Plant & Equipment (PPE) balance of
Kshs.2,773,185.154; (2019-Kshs.2.690.706,306) and as disclosed under Note 15 to the financial

statements. However, the following anomalies were noted:

(i) Delayed Completion of Tuition and Office Block

2531. Included in the balance is Work-in-Progress of Kshs.347.075,206 is Kshs.351,345.606 relating to
ongoing works on tuition and office block. The contract for the construction was awarded on 6
July, 2017, at a sum of Kshs.986,761,115 over a 3 years period. However, as at the time of this
audit in October, 2020, the project was at 54% completion level, 3 months after the lapse of the
contract period. A review of the approved budget for the year under review, revealed that only
Kshs.70.390.829 had been allocated to the project which is inadequate to cover the outstanding
contract sum of Kshs.639.685,909.

2532. In the circumstances, the project implementation is behind schedule and the likelihood for cost

escalation may hinder the University to obtain value for money from the investment.

Committee Observation
2533. The Committee observed that the project is complete however, the institution was behind schedule

and with inflation leading to lack of value for money.

(ii) Delayed Implementation of Sports and Games Facility
2534. The Work-in-Progress (WIP) includes an amount of Kshs.1.723,600 in respect to construction of a
sports and games facility which had no budgetary allocation. No works were carried out during the
year. Management explained that approval which was earlier given by the National Environment
Management Authority (NEMA) was withdrawn by Water Resource Authority (WRA) on the basis
that an environmental impact assessment report on the proposed project did not explain how it

would interact with the riparian land.

2535. It was therefore, not clear if the project will be approved for implementation by the Authority and

preliminaries.
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Committee Observation
2536. The Committee observed that the institution started a project which they had no budgetary

allocation which is against the law.

Committee Recommendation
2537. The Committee reprimands the Accounting Officer for the executing a project without budgetary

allocation which was against the law.

18.2.4 Long Outstanding Receivables

2538. The statement of financial position reflects trade and other receivables balance of
Kshs.271,912,336:;(2019-Kshs.179,141,263) and as disclosed under Note 16 to the financial
statements. Included in this balance are student fees arrears amounting to Kshs.131,192,932 out of
which Kshs.49,149.961 has been outstanding for over five (5) years with some dating back to
2010. Also included in the balance is Kshs.65,332,930 in respect of trade debtors out of which
debts amounting to Kshs.15,664,304 has been outstanding for over (2) years with some dating back
to 2013.

2539. Although provision for bad and doubtful debts of Kshs.25,935,390 has been made against the trade
and other receivables, there is no evidence of tangible efforts being undertaken by Management

towards recovery of the long outstanding debts.

2540. Consequently, the accuracy, and fair statement of the trade and other receivables balance of

Kshs.271.912.336 as at 30 June, 2020, could not be confirmed.

Committee Observation
2541. The Committee observed that the institution has implemented fees policy and an ERP system to

ensure that students adhere to the threshold set for fee payment to avoid long outstanding debts.

Committee Recommendation
2542. The Committee recommends that the National Treasury clears off the long outstanding debts of

students who have graduated and dates back to 5 years.

2543. The Committee further recommends that the Accounting Officer makes deliberate efforts to ensure

recovery of money from the government agencies which owe the institution.
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18.3 Audited Statements for Financial Year 2020/2021
18.3.1 Student Debtors

2544, The statement of financial position reflects a balance of Kshs,168, 1601304 in respect to trade and
other receivables from exchange transactions which, as disclosed in Note 1 6(a) to the financial
statements, includes an amount of Kshs.126,584, 101 in respect of student debtors. A provision of
Kshs.28,844.815 for doubtful debts has been made representing 50% of students’ debts which had
been outstanding for more than 5 years. However, the schedule provided in support of the balance
did not include details of the invoice dates and student numbers for most of the debtors and

therefore, the authenticity and adequacy of the provision could not be confirmed.

2545, In the circumstances, the accuracy, completeness and recoverability of long outstanding student
debtors of Kshs.126,584, 101 as at 30 June, 2021 could not be confirmed.

Committee Observation
2546. The Committee observed that the matter had been discussed previously and reiterates its

recommendations.

18.3.2 Trade Debtors
2547. The trade and other receivables from exchange transactions balance of Kshs.168.160,304 also‘_
includes trade debtors of Kshs.59,960,566. However, the supporting schedule provided for audit
revealed that debts totalling Kshs.59 408, 859 were brought forward from previous years and their '
collectability remained doubtful. Further, the brought forward debts did not disclose the names of

the debtors casting doubt on the authenticity of the brought forward debis.

2548. Consequently, the accuracy, completeness, validity and collectability of trade debtors balance of
Kshs.59.960.566 as at 30 June, 2021 could not be confirmed.

Committee Observation
2549, The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response having verified all the necessary documents.

18.3.3 Intra-University Debts
2550. The trade and other receivables from exchange transactions balance of Kshs.168, 160,304 further
includes other debtors amounting to latter balance includes debts totalling Kshs.5,955.450 owed by *

'"Machakos University' meaning that the University was its own debtor. The debts arose from intra--.
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university transactions and do not represent arm's length transactions and should have been offset

from the reported debtors balance.

2551. In the circumstances, the validity of the debt of Kshs.5,955.450 debts and that of the related

revenue as at 30 June, 2021 could not be ascertained.

Committee Observation
2552, The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response.

18.3.4 Unaccounted for Contractors’ Retentions
2553, As disclosed in Note 21 to the financial statements, the statement of financial position reflects trade
and other payables balance of Kshs.280,063.512 which includes contractors’ retentions balance of
Kshs.37,510,526. However, the bank account maintained for deposits operated at the National
Bank of Kenya had a balance of Kshs.12,134 as at 30 June, 2021, resulting in a difference of
Kshs.30,498,392.

2554. Management explained that the University spent part of the funds to pay contractors following
delayed Exchequer releases to avoid penalties and interest. However, no documents were provided
to indicate when the amounts were withdrawn, utilized and related approvals from the University

Council.

2555. Consequently, the accuracy and completeness of the contractor’s retentions balance of

Kshs.510,526 as at 30 June, 2021 could not be confirmed.

Committee Observation

2556. The Committee observed that the institution spent retention money without approval.

2557. Further, the Finance Officer at the time was taken through disciplinary for the oversight stated and

later redesignated to another post within the institution.

Committee Recommendation
2558. The Committee finds that the Vice-Chancellor approved the expenditure of funds without the
requisite authorization and was therefore in breach of the applicable procedures. The Vice-

Chancellor is reprimanded for the irregular expenditure of public funds
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18.3.5 Lack of Staff Ethnic Balance
2559, Review of human resource documents revealed that, the University had five hundred and four
(504) employees out of whom two hundred and ninety-three (293) representing 58% of the
workforce were from the local dominant community. This is contrary to the provisions of Section
7(2) of the National Cohesion and Integration Act, Cap.7N which stipulates that no public

establishment shall have more than one third of its staff from the same ethnic community.
2560. The University Management was in breach of the law.

Committee Observation
2561. 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, Cap. 7N and ensure fair and diverse representation of the people of

Kenya in staffing.

Committee Recommendation
2562. 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 institution’s HR manual and policies within three months of adoption of

this report.

18.3.6 Unapproved Commitments after 31 May
2563. Review of the local purchase orders provided for audit revealed that. the University entered into
seventy-seven (77) commitments amounting to Kshs.8,926,809 in the month of June, 2021 without
approvals in writing from the Accounting Officer. This is contrary to the provisions of Regulation
51 (1) of the Public Finance Management (National Government) Regulations, 2015 which
stipulates that no commitment should be done after 31 May without approval in writing from the

Accounting Officer.
2564. The University Management was in breach of the law.

Committee Observation
2565. The Committee observed that all approvals were done before 31°' May. however, LPO’s were
generated after stipulated date. The issue is resolved having verified all the requisite .

documentations.
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18.3.7 Delayed Completion of Tuition and Office Block Project

2566.

2567,

2568.

Included in the balance is Work-in-Progress of Kshs.430.630.650 is an amount of Kshs.428,907
.050 relating to ongoing works on tuition and office block. The contract for the construction was
awarded on 6 July, 2017, at a sum of Kshs.986.761,115 over a 3 years period. However, as at the
time of this audit in September, 2021 | the project was at 70% completion level and value of works
certified was Kshs.440,682,116 representing 45% of the contract sum. Review of the approved
budget for the year under review, revealed that project had a final budget of against actual
expenditure of Kshs.83,555,444 leading to an excess expenditure by which was occasioned by

reduction in the budget of development grants after expenditure had already been incurred.

No explanation was provided for the delay in completion of the project and for failure to impose
sanctions against the contractor for breach of contractual provisions. Further, no documentary
evidence was provided to indicate that the contractor had renewed the performance bond after

expiry of the contract period.

In the circumstances, the project implementation is behind schedule and the likelihood for cost

escalation may hinder the University to obtain value for money from the investment.

Committee Observation

2569.

The Committee observed that the delayed completion of the project was as a result of lack of funds

from the government,

Committee Recommendation

2570.

The Committee recommends that learning institutions should be intentional in awarding of
contracts to contractors who have the capacity to deliver. Further, the government should advertise

for projects they can be able to fund.

i) Mr. Mathew Kabete- Finance Officer

ii) Mr. James Mugambi- Accountant

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

Training Institute, on 28" February 2024,
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19.1 Audited Statements for Financial Year 2018/2019
19.1.1 Inaccurate Financial Statements

2572. Two stale cheques of Kshs.201,000 had not been reversed. Receipts of Kshs.2,625.259 had not

been accounted for. Payments of Kshs.1,623.441 had not been accounted for in the financial

statement.

Management Response

2573. The financial statements for the subsequent year were restated to reflect the correct balance.

Receipts of Kshs.2,625,259 had not been accounted for in the financial statements.

2574. The financial statements for the subsequent year were restated to reflect the correct balance.

Payments totalling to Kshs.1,623,441 reflected in the bank records had not been accounted for in

the financial statements.

2575. The financial statements for the subsequent year were restated to reflect the correct balance.

Committee Observation

2576. The Committee observed that the expenditure within the institution was understated thus the.

financial statements did not portray the accurate financial position of the institution.

Committee Recommendation

2577. The Committee reprimands the Accounting Officer for the incorrect financial statements.

19.1.2 Inaccurate Statement of Cashflows

2578. The statement of changes in net assets doesn’t reflect development grants of Kshs.2,547,250. The

changes in receivables of Kshs.27.314,144 is wrongly captured in the statement of cash flows.

Management Response

2579. The financial statements for the subsequent year were restated to reflect the correct balance.

Kshs.27,314,144 in respect to changes in receivables under cashflows from investing activities for

the vear.

2580. This was noted and corrected in the financial statements for the following year.

Committee Observation
2581. The Committee observed that the matter had been resolved as the Auditor-General was satisfied
with the Management Response.
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19.1.3 Unreconciled Inter-Entity Transfers
2582. Ministry of Education released Kshs.19.644,500 to the Institute while the financial statements

reflect Kshs,5,547,250 resulting to a variance of Kshs.14,097,250.

Management Response
2583. The error was noted and rectified in the subsequent financial year. The other amount of

Kshs.14,097,250 was received in the next financial year.

Committee Observation
2584. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response.

19.1.4 Unconfirmed Ownership of Property, Plant and Equipment
2585. There were no ownership records the Institute’s land measuring 20.20Ha. The value of land not
included in the PPE value of Kshs.19.438.590. Electrical, Electronics, ICT and amphitheatre

buildings built in 2015-2016 not yet included in the financial statements.

Management Response
2586. The allotment letter was issued on 24™ March 2023.The letter and the respective fees paid to the

P.S Ministry of Lands National and Physical planning were provided for verification.

Committee Observations
2587. The Committee observed that the institution was unable to conduct valuation of their property in

totality because of lack of a title deed for the institution.

Committee Recommendations
2588. The Committee recommends that the Accounting makes deliberate efforts and follow-ups to obtain
the title deed of the institution’s land within three (3) months upon the adoption of this report by

the House.

19.1.5 Procurement of Equipment and stores items
2589. Procured items worth Kshs.405,244 had no records on receiving and being taken on charge in the
stores and issuance to user departments. The low value procurement method used was irregular.

The procurement of school equipment worth Kshs.314,125 through low procurement method was
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irregular and besides the receiving of the items, being taken on charge and issuance for use was not*

clear on record.

Management Response

2590. The documents for the procurement process were provided for verification.

Committee Observation
2591. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response.

19.1.6 Non-inclusion of ICPAK Number by Head of Finance
2592. The Institute’s head of finance did not include his Institute of Certified Public Accountant of
Kenya (ICPAK) membership number in the financial statements for the year under review,
contrary to the Public Sector Accounting Standards Board (PSASB) template issued in June, 2020
which requires the head of finance to include his/her ICPAK membership number in the financial
statements. In the circumstances, the presentation of the Institute’s financial statements is not in .

accordance with the PSASB prescribed format. .

Management Response
2593. The institute hired a Finance Officer who is a member of ICPAK membership, number 19316.

Committee Observations
2594. The Committee observed that the head of finance of the institution did not possess the right

qualifications to hold the position of head of finance.

Committee Recommendations
2595. The Committee recommends that the head of finance, Mr. James Mugambi, be reprimanded for all

irregular expenditures incurred during his tenure.

19.1.7 Lack of Internal Audit Department
2596. The Institute did not have an Internal Audit Unit during the period under review contrary to
Section 73(1)(a) of the Public Finance Management Act, Cap. 412A which stipulates that the entity
should ensure that it has appropriate arrangements in place for conducting internal audit according
to the guidelines of the Accounting Standards Board. The internal audit unit would have performed ;
various roles stipulated by Section 73(3) of the Public Finance Management Act, Cap. 4]2A,_

*
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including risk assessment, putting in place a risk register and assessing the internal controls

mechanism. In the circumstances. the internal control system of the Institute is inadequate.

Management Response

2597. The department was established in the Financial Year 2020-2021.

Committee Observation
2598. The Committee observed that the matter had been resolved since the institution had an active

internal audit department.

19.1.8 Non-Establishment of Audit Committee
2599. The Institute did not establish an audit committee during the period under review contrary to
Section 73(5) of Public Finance Management Act, Cap 412A which stipulates that every national
government public entity shall establish an audit committee whose composition and functions shall
be as prescribed by the regulations. The audit committee would have performed various functions
stipulated by Regulation175 of Public Finance Management (National Government) Regulations,
2015 including supporting the Accounting Officer with regard to their responsibilities for issues of
risk control and governance and associated assurance but the responsibility over the management
of risk control and governance processes remains with the management of the concerned entity and

follow up on the implementation of the recommendations of internal and external auditors.
2600. In the circumstance, the Institute contravened the law, and its governance system is inadequate.

Management Response
2601. The Committee was formulated on 28" June 2022.

Committee Observation
2602. The Committee observed that the maiter had been resolved since the institution had a functional

internal audit Committee.

19.1.9 Information Communication and Technology (ICT) Environment
2603. The Technical Institute did not institute an approved ICT policy during the year ended 30 June,
2020 to ensure data security, information confidentiality, data integrity, loss of business continuity
and data recovery plans contrary to Regulation 110(1) of the Public Finance Management
(National Government) Regulations, 2015 which states that an accounting officer of a National
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Government entity shall institute appropriate access controls needed to minimize breaches of *

information confidentiality, data integrity and loss of business continuity.
2604. In the circumstance, the security and reliability of the Institute’s data could not be ascertained.

Management Response
2605. The Institute formulated the policy which was approved by the Board of Governors on 13" January
2023.

Committee Observation
2606. The Committee observed that the matter had been resolved since the institution had an approved
ICT policy in place.

19.2 Audited Statements for Financial Year 2019/2020
19.2.1 Ownership and Valuation of Property, Plant and Equipment

2607. The statement of financial position as at 30 June, 2020 reflects property plant and equipment
balance of Kshs.24,176,153 as disclosed in Note 30 to the financial statements. As reported in the
previous year, records provided for audit review showed that Mitunguu Technical Training -
Institute was allocated a parcel of land measuring 20.20 hectares in 2011 by the defunct Meru "
County Council. However, the ownership documents for the parcel of land were not provided for *
audit review and no explanation was provided as to why the Institute had not applied for the -
registration of the 20.20- hectare piece of land. Further. the value of the said land is neither
disclosed nor included in the Kshs.24,176,153. In addition, as reported in the prior year. the values
of electrical and electronics block, Information Communication and Technology (ICT) block and
Amphitheatre buildings having been constructed in the financial year 2015-2016 are not included

in the financial statements.

2608. In the circumstances, it has not been possible to ascertain the ownership, existence, completeness

and security of the property, plant and equipment balance of Kshs.24,176.153 as at 30 June, 2020.

Management Response
2609. The allotment letter was issued on 24th March 2023.The letter and the respective fees paid to the

P.S Ministry of Lands National and Physical planning were provided for verification.

2610. Valuation process for the land will commence immediately the title is received.
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2611. The handing over report for the buildings in question did not include their values. The management

have provided a budget to engage a valuer in the FY 2023/2024.

Committee Observation
2612. The Committee observed that the matter had been previously discussed and hereby reiterates its
earlier recommendations.
19.2.2 Valuation of Goods Sold
2613. The statement of financial performance reflects sale of goods of Kshs.360,000 as disclosed in Note
10 to the financial statements. The sale relates to farm produce including pigs. However, valuation
reports of the pigs sold was not provided for audit review contrary to Section 164(3) of the Public
Procurement and Assets Disposal Act, Cap. 412C which states that there shall be a technical report
where appropriate by a relevant expert of the subject items for disposal that takes into account the
real market price and in so doing, the technical expert shall set up a reserve price which shall be the
minimum acceptable price below real market value of the boarded items. In the circumstances, the
accuracy and validity of the Kshs.360,000 revenue for the year ended 30 June, 2020 could not be
confirmed.
Management Response
2614. The anomaly was noted and addressed in the year 2022/2023. Valuation of the biological was done
on 7" June 2023 by the Department of Agriculture, Livestock and Fisheries of Meru County and
hence all subsequent disposals will always be done after valuation.
Committee Observation
2615. The Committee observed that the matter had been resolved as the Auditor General was satisfied
with the management’s response.
19.2.3 Unsupported Expenditure on use of Goods and Services
2616. The statement of financial performance for the year ended 30 June, 2020 reflects use of goods and
service of Kshs. 19,839,655 as disclosed in Note 14(a) to the financial statements. The balance
includes Kshs. 1,398,739 expenditures in respect to local travel and transport which further includes
Kshs.271,600 paid as night out and allowances to Institute’s staff. However, the supporting
documents including invitation letters, work/bus tickets, attendance schedules and back to office
reports were not provided for audit review.
2617. Further, the balance includes Kshs.1,431.057 in respect of kitchen expenses which further includes

Kshs.1,118,117 paid to various suppliers for supply and delivery of kitchen items. However,
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supporting documents including minutes of tender opening and evaluation were not provided for *
audit review contrary to Section 78(10) (a)&(b) of the Public Procurement and Assets Disposal
Act, Cap. 412C which states that the tender opening committee shall prepare tender opening
minutes which shall set out a record of the procedure followed in opening the tenders: and the
particulars of those persons submitting tenders, or their representatives who attended the opening
of the tenders.

2618. In addition, the balance includes Kshs.1,431.057 in respect to kitchen expenses which further
includes Kshs.1.118.117 paid to various suppliers for supply and delivery of kitchen items.
However, supporting documents including minutes of tender opening and evaluation were not
provided for audit review contrary to Section 78(10)(a) and (b) of the Public Procurement and
Assets Disposal Act, Cap. 412C which states that the tender opening committee shall prepare
tender opening minutes which shall set out a record of the procedure followed in opening the
tenders; and the particulars of those persons submitting tenders, or their representatives who
attended the opening of the tenders. ,

2619. The balance also includes Kshs.2.817,412 and Kshs.162,000 in respect to learning materials and _
robotics automation expenditure respectively for which requisition forms and delivery notes were «
not provided for expenditure on robotics automation while minutes of inspection and acceptance -
committee were not provided for audit review for both expenditures contrary to Section 48 (3)(b) .
of the Public Procurement and Asset Disposal Act, Cap. 412C which states that the inspection and
acceptance committee shall immediately after the delivery of the goods, works or services inspect
and review the goods, works or services in order to ensure compliance with the terms and
specifications of the contract.

2620. In the circumstances. the validity and value for money for the Kshs,19,839,655 expenditure on use
of goods and service for the year ended 30 June, 2020 could not be ascertained and is in breach of
law.

Management Response

2621. Supportive schedule has been provided for verification.

Payment Voucher Amount(Kshs)
0399 4,000
8.000 :
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0003 229,600 ]
0737 10,000

0493 4,000

0366 16.000 |
Total 271,600

Committee Observation

2622. The Committee observed that the matter had been resolved as the Auditor General was satisfied
with the management’s response.

19.2.4 Unsupported expenditure on Repairs, maintenance and improvement expenses

2623. The statement of financial performance for the year ended 30 June, 2020 reflects use of goods and
service of Kshs.19,839,655 as disclosed in Note 14(a) to the financial statements. Included in the
balance is Kshs.797.776 in respect to repairs and maintenance for the year ended 30 June, 2020
which further includes Kshs.92,720 paid to a hardware for the supply of paints for property

. maintenance. However, supporting documents including invoice were not provided for audit
review. Further, low value procurement method was irregularly used in procuring the items worth

R the Kshs.92,720 contrary to legal notice 106 of 18 June, 2013, first schedule of threshold matrix for
Class C procuring entities which stipulates that low value procurement maximum level of
expenditure under this method is Kshs.5,000 per procurement per item.

2624. In the circumstances. it has not been possible to ascertain the validity and value for money for the
Kshs.92,720 expenditure incurred during the year ended 30 June, 2020. Further, the Institute is in
breach of law.

Management Response

2625. The irregular use of low value procurement method was noted and measures taken in the

subsequent years.
Committee Observation

2626. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response.
19.2.5 Budgetary Control and Performance

2627. The statement of comparison of budget and actual amounts for the year ended 30 June, 2020

reflects budgeted expenditure of Kshs.77,524.487 and actual expenditure of Kshs.35,879,177

v resulting to budget under expenditure of Kshs.41,645,310 or 54% of the budget.
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2628. Based on the approved estimates, under expenditure affected the planned activities and may have
impacted negatively on service delivery to the public.
Management Response
2629. The institute adopted a system of budgetary reviews at least twice in a financial year to ensure
variances are maintained at acceptable levels.
Committee Observation
2630. The Committee observed that capitation remains to be an issue cutting across all learning
institutions which negatively impacts service delivery.
Committee Recommendations
2631. With unpredictability in the funding model, the Institution is encouraged to develop other income

generating activities to increase their cashflow and be realistic in its budget allocation.

19.2.6 Non-inclusion of ICPAK Number by Head of Finance

2632. The Institute’s head of finance did not include his Institute of Certified Public Accountant of

Kenya (ICPAK) membership number in the financial statements for the year under review,

contrary to the Public Sector Accounting Standards Board (PSASB) template issued in June, 2020 .

which requires the head of finance to include his/her ICPAK membership number in the financial

statements. In the circumstances, the presentation of the Institute’s financial statements is not in
accordance with the PSASB prescribed format.
Management Response
2633. The institute hired a Finance Officer who is a member of ICPAK membership, number 19316.
Committee Observation
2634. The Committee observed that the matter had been previously discussed and hereby reiterates its
earlier recommendations.
19.2.7 Irregular Expenditure on the Use of Goods and Services
2635. The statement of financial performance reflects use of goods and services of Kshs.19.839.655 as

disclosed in Note 14 to the financial statements. Included in the balance is Kshs.548,007 paid to a

firm for security services which was not registered by the Institute contrary to Section 106(2)(a) of

the Public Procurement and Assets Disposal Act, Cap. 412C which states that the accounting
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officer of the procurement entity shall give requests for quotations to such persons as are registered
by the procuring entity.

2636. The balance also includes Kshs.2,229,124 in respect to administration fees which further includes
Kshs.459,489 for supply of stationeries, kitchen supplies and sanitizers in which low value
procurement method was irregularly used in procuring the items worth the Kshs.459.489 contrary
to legal notice 106 of 18 June, 2013, first schedule of threshold matrix for Class C procuring
entities which stipulates that low value procurement maximum level of expenditure under this
method is Kshs.5,000 per procurement per item.

2637. Further, the balance includes Kshs.526,041 in respect to activity expenses that includes
Kshs.78,870 paid to a supplier for supply of branded sports costumes. However, the firm is not
registered by the Institute contrary to Section 106(2)(a) of the Public Procurement and Assets
Disposal Act, Cap. 412C which states that the accounting officer of the procurement entity shall
give requests for quotations to such persons as are registered by the procuring entity.

2638. In addition, the balance includes Kshs.1.197.790 in respect to farm expenses which further includes
Kshs.398,170 paid to various suppliers for the supply and delivery of farm items. However, the
institute procured the farm supplies directly without justification contrary to Section 103(2) (a) of
the Public Procurement and Asset Disposal Act, Cap. 412C which states that a procuring entity
may use direct procurement if is satisfied that the goods, works or services are available only from
a particular supplier or contractor, or a particular supplier or contractor has exclusive rights in
respect of the goods, works or services and that no reasonable alternative or substitute exists,

2639. In the circumstance, the Management is in breach of the law.

Management Response

2640. Kshs.548,007 paid to a firm for Security services which was not registered. The irregularity was
noted and measures taken in subsequent years.

2641. Kshs.459.489 for Kitchen Supplies, Stationery, and sanitizers -Low value procurement method
irregularly used. The anomaly was noted and measures taken in the subsequent years.

2642. Kshs.78.870 paid to supplier for branded sports costumes, firm not registered. The anomaly was
noted and measures taken in the subsequent years.

2643. Kshs.398.170 paid to various suppliers for farm supplies through direct procurement. The anomaly
was noted and measures put in place in the subsequent years by use of request for quotation

method.
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Committee Observation

2644,

The Committee observed that the matter had been previously discussed and hereby reiterates its

earlier recommendations.

19.2.8 Purchase of Institute Bus

2645.

2646.

2647.

2648.

The statement of financial position also reflects property, plant and equipment balance of
Kshs.24,176,153 as disclosed in Note 30 to the financial statements. The balance includes
Kshs.5.356.000 in respect to net book value of motor vehicle which relate to a branded 51-seater
Institutes’ bus purchased during the year under review at a cost of Kshs.6,695.000. However, a
statement of professional opinion was not provided for audit review contrary to Section 84(1) of
Public Procurement and Asset Disposal Act which states that the head of procurement function of a
procuring entity shall, alongside the report to the evaluation committee as secretariat comments,
review the tender evaluation report and provide a signed professional opinion to the accounting
officer on the procurement or asset disposal proceedings.

Further, the bus logbook availed for audit review indicated that the bus is a 45-seater contrary to ,
the tender notice number MTTI/BUS/001/2019 which indicated supply and delivery of a branded
51-seater FRR33LR 8226CC bus. The inspection and acceptance committees report provided f{}r_-
audit review did not disclose the capacity of the bus contrary to Section 48 (3) of same Act which .
states that the inspection and acceptance committee shall immediately after the delivery of the,
goods, works or services inspect and where necessary, test the goods received, inspect and review
the goods, works or services in order to ensure compliance with the terms and specifications of the
contract and accept or reject, on behalf of the procuring entity, the delivered goods, works or
services.

In addition, the police abstract number OB.36/28/11/2020 dated 30 November, 2020 showed that
there was an attempted theft of the bus where the rear left axle, wind screen and the right-side
mirror were damaged. However, though the bus was insured with an insurance company, the
insurance damage assessment report was not provided for audit review. It is also not clear when the
damaged parts will be replaced.

In the circumstances, propriety and value for money for the Kshs.6,695.000 incurred to procure the
Institute’s bus as at 30 June, 2020 cannot be ascertained. Further, the Institute is in breach of the

law. "

Management Response
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' 2649. The error occurred during production of the logbook. A letter was written to request NTSA to
change the error in the logbook from 45-seater to 51seater. A follow up will be done on the same
and report on the progress. Inspection and Acceptance committee reports did not disclose the
capacity of the bus.

Committee Observation

2650. The Committee observed that the matter had been resolved as the Auditor General was satisfied
with the management’s response.

19.2.9 Non-Compliance with Law on Ethnic Composition

2651. Review of the personnel records availed for audit review indicates that the Institute’s Board of
Governors had employed twenty-four (24) staff members from different ethnic communities.

2652. However, 14 staff or 58% were from the dominant community contrary to Section 7(2) of the
National Cohesion and Integration Act, Cap. 7N which states that no public establishment shall
have more than one third of its staff from the same ethnic community.

2653. In the circumstance, the Management is in breach of the law.

Management Response
2654. During the formative years the institute had a challenge in meeting the requirements, however it

has endeavored to meet this requirement and currently it stands as per the table below.

” Tribe Percentage

Embu 5.5
Kamba 4.3
Kikuyu 11.9 o
Kisii 1.2

i Luhya 6.6

| Luo 5.2

| Meru 53.3
Samburu 1
Tharaka 11

Committee Observations
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2655. 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

2656. 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 institution’s HR manual and policies within three months of adoption of
this report by the House.

19.2.10 Lack of Internal Audit Department

2657. The Institute did not have an Internal Audit Unit during the period under review contrary to
Section 73(1)(a) of the Public Finance Management Act. Cap. 412A which stipulates that the entity
should ensure that it has appropriate arrangements in place for conducting internal audit according
to the guidelines of the Accounting Standards Board. The internal audit unit would have performed |
various roles stipulated by Section 73(3) of the Public Finance Management Act including risk
assessment, putting in place a risk register and assessing the internal controls mechanism. In lhc_-
circumstances, the internal control system of the Institute is inadequate.

Management Response »

2658. The department was established in the Financial Year 2020-2021.

Committee Observation

2659. The Committee observed that the matter had been previously discussed and hereby reiterates its
earlier recommendations.

19.2.11 Non-Establishment of Audit Committee

2660. The Institute did not establish an audit committee during the period under review contrary to
Section 73(5) of Public Finance Management Act, Cap. 412A which stipulates that every national
government public entity shall establish an audit committee whose composition and functions shall
be as prescribed by the regulations. The audit committee would have performed various functions
stipulated by Regulation 175 of Public Finance Management (National Government) Regulations,
2015 including supporting the Accounting Officer with regard to their responsibilities for issues of

risk control and governance and associated assurance but the responsibility over the management -
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of risk control and governance processes remains with the management of the concerned entity and
follow up on the implementation of the recommendations of internal and external auditors.
2661. In the circumstance, the Institute contravened the law, and its governance system is inadequate.
Management Response
2662. The Committee was formulated on 28" June 2022.
Committee Observation
2663. The Committee observed that the matter had been previously discussed and hereby reiterates its
earlier recommendations.
19.2.12 Information Communication and Technology (ICT) Environment
2664. The Technical Institute did not institute an approved ICT policy during the year ended 30 June,
2020 to ensure data security, information confidentiality, data integrity, loss of business continuity
and data recovery plans contrary to Regulation 110(1) of the Public Finance Management
(National Government) Regulations, 2015 which states that an accounting officer of a National
Government entity shall institute appropriate access controls needed to minimize breaches of
information confidentiality, data integrity and loss of business continuity.
2665. In the circumstance, the security and reliability of the Institute’s data could not be ascertained.
Management Response
2666. The Institute formulated the policy which was approved by the Board of Governors on 13" January
2023.
Committee Observation
2667. The Committee observed that the matter had been previously discussed and hereby reiterates its
earlier recommendations.
19.2.13 Appointment to the Institute Board of Governors
2668. Review of records availed for audit revealed that the Cabinet Secretary for the Ministry of
Education appointed three (3) persons to the Board of Governors of the Institute for a period of
three (3) years with effect from 05 October, 2018. However, the appointment of three (3) persons
as Board of Governors is contrary to Section (1)(1) of Second Schedule of the Technical and
Vocational Education and Training Act, Cap. 210A which states that the Board of Governors of a
public institution shall consist of not less than seven and not more than nine members appointed by
the Cabinet Secretary.

2669. In the circumstances, the effectiveness of the governance structure is doubtful.
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Management Response
2670. The institute has complied with the appointment of Board of Governors with the current board
comprising of 9 members dully appointed by the Cabinet Secretary Ministry of Education.
Committee Observation
2671. The Committee observed that a new board of governors was constituted comprising of 9 members
thus the issue has been resolved.

19.3 Audited Statements for Financial Year 2020/2021
2672. The Committee observed that all queries raised in the FY 2020/2021 was either resolved or

discussed in the previous financial years and reiterates its recommendations.

2673. Prof. Douglas Shitanda, Vice Chancelor, accmpanied by: -
i) Mr. Fergerson Muthui- Director Finance
1) Ms. Nicole Nyamai- Legal Council
Appeared before The Committee to adduce evidence on the audited accounts of South Eastern Kenya
University, on 28" February 2024,

20.1 Audited Statements for Financial Year 2018/2019
20.1.1 Variance between the Financial Statements and Trial Balance

2674. The statement of financial performance reflects total revenue from non-exchange transactions of
Kshs.776,028,240;(2018-Kshs.948,324,778) which differs from the trial balance figure of-
Kshs.721,585,725 resulting into an unexplained variance of Kshs.54,442515. Further, the
statement of financial position reflects trade and other payables from exchange transactions
balance of Kshs.405,410,748:(2018- Kshs.424,164,692). As disclosed in Note 22 to the financial
statements, included in the balance is recurrent creditors suppliers’ amount of Kshs.21,095,694
which differs from the trial balance amount of Kshs.22,762,479 resulting in an unexplained
variance of Kshs.1,666,785.

2675. In the circumstance, the accuracy of the financial statements as presented could not be confirmed.

Management Response

2676. The University management noted the errors in the subsidiary ledgers and passed Journal entries

that corrected the errors.
Committee Observation
2677. The Committee observed that the matter had been resolved as the Auditor-General was satisfied

with the Management Response having verified the relevant ledgers provided.
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20.1.2 Property Plant and Equipment

2678.

2679.

2680.

As previously reported. the statement of financial position reflects a property, plant and equipment
balance of Kshs.2.878.023.194:(2018-Kshs.2,788.059.386). As disclosed in Note 15 to the
financial statements, included in the balance are three (3) parcels of land valued at
Kshs.1,036.600,000 which are not registered in the name of the University. Another two (2) parcels
of land belonging to the University under land registration numbers Mwingi/Nzeluni/1970 and
Mwingi/Mwingi/5713, measuring 3.26 and 6.09 hectares and whose title deeds were issued on 13
July, 2017 and 22 September, 2015 respectively, had not been valued.

Although the Management wrote to the Lands and Physical Planning Office of the County
Government of Kitui on 26 April, 2018 requesting for valuation, no evidence was provided of
follow up and progress made in getting the land parcels valued.

In the circumstances, it has not been possible to ascertain the accuracy and ownership of the

reported property, plant and equipment balance of Kshs.2,878,023,194.

Management Response

2681.

The University Management concurs that the 3 parcels of Land do not have ownership documents
due to Court cases between the University and a group of individuals calling themselves directors
of Ukamba Agricultural Institute (Ukai) Ltd and squatters. However, 2 parcels of land namely
Wote Town campus and Kitui Town campuses the University Management is in the process of

obtaining the ownership documents

Committee Observation

2682.

The Committee observed that there is an ongoing court case to determine the legal ownership of

the land, arising from a dispute between the institution and Ukamba Agricultural Institute Limited.

Committee Recommendation

2683.

Within three (3) months of the adoption of this report by the National Assembly, the institution
should engage the Attorney General regarding the disputed land currently under contention with
Ukamba Agricultural Institute Limited. Furthermore, the Accounting Officer is required, within six
(6) months of the adoption of this report, to secure and present ownership documents (title deeds)

for the two parcels of land housing the Wote Town and Kitui Town campuses.

20.1.3 Material Uncertainty Related to Sustainability of Services
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2684. The statement of financial performance reflects a deficit of Kshs.42,084,280 thereby increasing the

accumulated loss to Kshs.178.096,025. Further, the current liabilities of Kshs.477.731.601
exceeded the current assets of Kshs.304,581,011 resulting into a negative working capital of
Kshs.173,150,590. The negative trend casts doubt on the ability of the University to continue to
sustain services. The material uncertainty in relation to sustainability of services and any mitigating
measures put in place by the University Management to reverse the undesirable trend has not been

disclosed in the financial statements.

Management Response

2685.

2686.

2687.

There was a revenue shortfall in the AIA due to decrease in student numbers which affected
revenue targets.

The University has embarked on ostensive measures to cut on expenditure and spends within the
available resources without impacting negatively on service delivery.

The university has also outsourced non -core services like cleaning and security as a way of cutting

on operating costs

Committee Observation

2688. The Committee observed and notes the progress and the available resources/initiatives put in place -

by the institution to counter material uncertainties.

Committee Recommendation

2689.

The Committee recommends the Accounting Officer to make deliberate efforts in countering the

material uncertainties to ensure smooth running of activities within the institution.

20.1.4 Delayed Completion of Buildings

2690.

2691.

In March, 2017, the University awarded three (3) contracts with an estimated completion date of
March, 2019. The contracts were for the construction of the College of Humanities at the main
campus for a contract sum of Kshs.423.000,000, construction of Kitui town campus at a contract
sum of Kshs.248,942,307 and construction of Wote town campus at a contract sum of
Kshs.256.694,261. However, the audit inspection of the Projects in September, 2019 revealed that
the completion of the Projects was behind schedule and the works were at 65%,62% and 70%
completion stages respectively. No satisfactory explanation was provided for the delay in

completing the three Projects despite the contract completion date of March, 2019 having lapsed.

In the circumstances, the project completion costs are likely to escalate and the University may not -

get value for money from the projects.
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Management Response

2692.

2693.

The Management concurs that there was delay in completing the three Government of Kenya

funded projects namely:

i) Construction of Wote Campus

i1) Construction of Kitui Campus

iii)  Construction of College of Humanities
During the FY 2017/18 the University was allocated capital development budget of
Kshs.302.467M. However, during the year the University received disbursement of Kshs.63.931M
as capital grants against the allocated funds of Kshs.302.467M. This resulted in undisbursed funds
of Kshs.237.227M which delayed payment to contractors and consultants totalling to
Kshs.42.003.337.80 as at 30th June 2019. This also affected the completion time of the projects.

However as at 30th June 2022, all the projects were completed and in use.

Committee Observation

2694.

The Committee notes that all contracts were completed and interest amounting to Kshs.1.1 million
was paid in accordance with the contractual terms; therefore, the matter is considered resolved.

20.2 Audited Statements for Financial Year 2019/2020

20.2.1 Long Outstanding Debtors

2695.

2696.

2697.

As disclosed in Note 18 to the financial statements, the statement of financial position reflects
receivables from exchange transactions balance totalling to Kshs.72,865,025. The balance includes
an amount of Kshs.14,000,000 owed by Kitui County Government since October, 2018 and an
amount of Kshs.475,000 owed by Machakos University since October, 2017. Although the
University wrote demand letters to the County Government in June 2019, no commitment was
obtained while there is no evidence of further follow up to close on the matter.

Included also in the general debtors’ balances is Kshs.475,000 due from Machakos University
which has been outstanding since October, 2017. A demand letter was sent to the University on 9
June, 2020, but no response had been received by the time of the audit. The amounts have also not
been reclassified to non-performing debtors and the necessary provisions for likelihood of
impairment incorporated in the financial statements.

In the circumstances, the fair statement of general debtors’ balances of Kshs.15,323.430 included

under receivables from exchange transactions balance as at 30 June, 2020 could not be confirmed.

Management Response
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2698. The University Management has written several demand letters to the Kitui County Government, *
Ministry of Health for payment of Kshs. 14,000,000 of the training fees charged. To date the
amount remains unpaid. The unresolved issue has been escalated to the Head of Public Service.
Principal Secretary, State Department of Higher Education and research with a copy sent the OAG.

Committee Observation

2699, The Committee notes the efforts made by the institution in regard to the recovery of monies owed
to them.

Committee Recommendation

2700. The Committee recommends that the Head of Public Service, Principal Secretary, State
Department of Higher Education, should intervene and ensure the outstanding amounts owed by
the County Government of Kitui and Machakos University are settled without further delay.

20.2.2 Property, Plant and Equipment

2701. As previously reported, as disclosed in Note 15 to the financial statements, the statement of
financial position reflects property, plant and equipment balance totalling to Kshs.3,085.222.969.
Included in this balance are three (3) parcels of land measuring approximately 6,000 Hectares with
a valuation of Kshs.1,036,600,000 which are yet to be registered in the name of the University due -
to land disputes. The University is also in possession of five (5) other parcels of land with an'.
undetermined value that have not been incorporated in the financial statements. In the
circumstances, the accuracy, completeness, validity and ownership of the property. plant and
equipment balance totalling to Kshs.3,085,222,969 reflected in the statement of financial position
as at 30 June, 2020 could not be confirmed.

Management Response

2702. The University Management concurs that the 3 parcels of Land do not have ownership documents
due to Court cases between the University and a group of individuals calling themselves directors
of Ukai Ltd and squatters. However, 2 parcels of land namely Wote Town campus and Kitui Town
campuses the University Management is in the process of obtaining the ownership documents as
analyzed in the response.

Committee Observation

2703. The Committee observed that the matter has been addressed in previous financial years and

reiterates its recommendations.

20.2.3 Delayed Completion of Buildings
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(i) College of Humanities at the Main Campus
2704. The tender for construction and completion of the college of humanities building at the main
campus was awarded for a contract sum of Kshs.423,000,000 for a period of two years
commencing March, 2017 and completion date of March, 2019 later revised to October, 2020,
However. as at the time of audit inspection in November, 2020, the project was incomplete at 87%
completion level despite the extended period having lapsed.
(ii) Kitui Town Campus
2705. Similarly, the University awarded a tender for the construction and completion of Kitui town
campus at a contract sum of Kshs.248,942,307 for a period of two years commencing March, 2017.
The contract period was subsequently extended for a period of one and half years to August, 2020.
However, as at the time of audit inspection in November, 2020, the project was incomplete with an
estimated overall progress of 83%. This is despite the extension period having lapsed.
(iii) Wote Town Campus
2706. The University also awarded a tender for construction of Wote Town Campus at a contract sum of
Kshs.256,694,261 for a period of two years commencing March, 2017. The contractor was
subsequently granted an extension to November, 2020. However, as at the time of audit inspection
in November, 2020 the time of expiry of the extension period, the project was at 88% completion
level.
2707. No satisfactory explanation was rendered for the continued delays in completing the three projects
which are at the risk of incurring costs escalation.
2708. In the circumstances, I am unable to confirm whether the public will obtain value for money for the
above delayed projects for the year ended 30 June, 2020.
Management Response
2709. During the FY 2017/18 the university was allocated capital development budget of
Kshs.302.467M. However, during the year the University received disbursement of Kshs.63.931M
as capital grants of against the allocated funds of Kshs.302.467M. This resulted to undisbursed
funds of Kshs.237.227M which delayed payment to contractors and consultants totalling to
Kshs.42,003,337.80 as at 30th June 2019. This also affected the completion time of the projects.
2710. As a result of delay in disbursement of funds from the ministry, this caused delays in payment and
completion of the project and therefore this is beyond the control of the university.

2711. Covid 19 pandemic significantly affected the progress of the constructions due to lockdown.
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2712. However as at 30th June 2022, all the projects were completed and in use. ’
Committee Observation
2713. The Committee observed that the matter has been addressed in previous financial years and
reiterates its recommendations.
20.2.4 Non-Compliance with Law on Ethnic Composition
2714. The University’s staff database as at 30 June, 2020 had four hundred and ninety (490) officers out
of whom two hundred and seventy-four (274) or (56%) were from the dominant ethnic community
in the County. This is contrary to provisions of Section 7(1) and (2) of the National Cohesion and
Integration Act, Cap. 7N which requires that, public entities to ensure that at least thirty percent
(30%) of positions be filled by candidates who are not from the dominant ethnic community in the
County. Consequently, Management is in breach of the provision of Section 7(1) & (2) of the
National Cohesion and Integrity Act. Cap. 7N.
Management Response
2715. The University inherited Ukai which was a local middle level College with 100% staff from the ,
Kamba community in 2008 when the University was gazetted as a constituent college of the
University of Nairobi. The numbers decreased to 67.5% in 2012, 57.5% in 2016 and 55% in June -
2019 and currently the number is at 51.3 % as at 31st January, 2024. '
2716. It is evident from the above statistics that the University made a remarkable progress in reducing
the ethic imbalance and aims towards achieving ethnic balance.
2717. In addition, the University has been awarded a certificate of recognition as the most inclusive
public university by the national diversity inclusion awards and recognition (DAR) Awards in 2019
and 2022.
Committee Observation
2718. 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. Cap.7N and ensure fair and diverse representation of the people of
Kenya in staffing.
Committee Recommendations
2719. The Committee recommends that the Accounting Officer makes deliberate effort to correct the
imbalance, by ensuring affirmative action in subsequent recruitments. Further, this requirement
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must be embedded in the institutions HR manual and policies within three months of adoption of

this report.

20.3 Audited Statements for Financial Year 2019/2021
20.3.1 Receivables from Exchange Transactions

2720. The statement of financial position reflects receivables from exchange transactions balance of
Kshs.71,176.446 which, as disclosed in Note 19 to the financial statements, includes general
debtors totalling to Kshs.15,110,927. The latter balance includes an amount of Kshs.14,000,000
which is owed by County Government of Kitui. The amount has been outstanding for a long
period, and the University has not demonstrated any effort towards the recovery of the amount.

2721. In the circumstances, the accuracy, validity and recoverability of the balance of Kshs.14,000,000
included in receivables from exchange transactions as at 30 June, 2021 could not be confirmed.

Management Response

2722. The University Management has written several demand letters to the Kitui County Government,
Ministry of Health for payment of Kes.14,000,000 of the training fees charged. To date the amount
remains unpaid. The unresolved issue has been escalated to the Head of Public service, Principal
Secretary State Department of Higher Education and research with a copy sent the OAG.

Committee Observation

2723. The Committee observed that the matter has been addressed in previous financial years and
reiterates its recommendations.

20.3.2 Trade and Other Payables from Exchange Transactions; Amount Owed to Suppliers

2724. The statement of financial position reflects trade and other payables from exchange transactions
balance of Kshs.211.669.319 which, as disclosed in Note 23 to the financial statements, includes an
amount of Kshs.15,824,135 owed to suppliers. The latter balance includes an amount of
Kshs.1,882.217 being interest on delayed payments to contractors. Payment of interest impact
negatively on the delivery of services due to utilization of funds on unbudgeted for items.

2725. In the circumstances, the accuracy, propriety and completeness of the amount of Kshs.1,882,217
for the year ended 30 June, 2021 could not be confirmed.

Management Response
2726. Capital projects are funded by GOK. The University has been receiving limited budget allocation

for the projects over the years.
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2727. During the FY 2017/18 the government reduced capital grants to all MDAs by 75%. The*
University allocation on capital development budget was reduced from Kshs.302.467M to Kshs.
65,230,956.00 which led to non-payment of certificates for works done. As a result, certificates of
works done amounting to Kes.148,696,249.00 were not honored causing a charge of interest on the
delayed payment of certificates.

Committee Observation

2728. The Committee observed that limited funding to universities has hindered the institution’s ability to

operate optimally, thereby affecting its capacity to resolve certain issues
Committee Recommendation

2729. The Committee recommends that the institution leverage its in-house technical expertise and
engage in income-generating activities, including technological research, development, and
consultancies, to reduce its reliance on funding from the National Government.

20.3.3 Amount Due to Part-Time Lecturers

2730. The trade and other payables from exchange transactions balances of Kshs.211,669.319 also ,
includes an amount of Kshs.56,035,550 in respect of provision for part-time lecturers claims dating _
back from FY 2017/2018 which are yet to be settled. The University risk reduced productivity «
from demotivated staff due to delayed settlement of part-time allowances. .

2731. In the circumstances, the accuracy, completeness and propriety of the balance of Kshs.56,035.550
as at 30 June, 2021 could not be confirmed

Management Response

2732. The University engages part time letters to teach whenever necessary as the budget could not allow
employment of adequate lecturers. This has led to pending payment to part time claims of
Kshs.56,035.550 as at 30 June, 2021. However, the Univers;ity'hias forwarded the cumulative
pending bill to the National treasury through the Ministry of education for funding to clear the
outstanding debts.

Committee Observation

2733. The Committee observed that limited funding to universities has hindered the institution’s ability to

operate optimally, thereby affecting its capacity to resolve certain issues.
Committee Recommendation

2734. The Committee recommends that the National Treasury expedites the disbursement of the*

outstanding funds to facilitate the prompt payment of part-time lecturers.
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20.3.4 Lack of Regional Balance in Staff Ethnic Composition
2735. Review of human resource documents revealed that, the University had a total of 475 employees
out of whom 259 employees representing 55% of the workforce were from the dominant ethnic
community in the region. This contravenes the provisions of Section 7(2) of the National Cohesion
and Integration Act, Cap. 7N which stipulates that not more than a third of the employees’ of
public entity shall be from the same ethnic community.
2736. In the circumstances, the University was in breach of the law.
Management Response
2737. The University inherited UKAI which was a local middle level College with 100% staff from the
Kamba community in 2008 when the University was gazetted as a constituent college of the
University of Nairobi. The numbers decreased to 67.5% in 2012, 57.5% in 2016 and 55% in June
2019 and currently the number is at 51.3 % as at 31st January, 2024.
2738. It is evident from the above statistics that the University made a remarkable progress in reducing
the ethic imbalance and aims towards achieving ethnic balance.
2739. In addition, the University has been awarded a certificate of recognition as the most inclusive
public university by the national diversity inclusion awards and recognition (DAR) Awards in 2019
and 2022.
Committee Observation
2740. The Committee observed that the matter has been addressed in previous financial years and

reiterates its recommendations.
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HON. WANAMI WAMBOKA, CBS, M.P.
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MINUTES OF THE 5™ SITTING OF THE PUBLIC INVESTMENTS COMMITTEE
ON GOVERNANCE & EDUCATION HELD ON THURSDAY 19™ MARCH 2026
COMMITTEE ROOM 26 5" FLOOR, BUNGE TOWER AT 10:00 AM

PRESENT
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SEE QW

Hon. Wanami Wamboka, CBS, MP - Chairperson
Hon. Boyd Were Ong’ndo MP - Vice Chairperson
Hon. Alfa Ondieki Miruka, CBS, MP

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

Hon. Moses Kirima Nguchine, MP

Hon. Daniel Karitho Kiili, MP

Hon. Rebecca Tonkei Noonaishi, MP

Hon. Joseph Tonui Kipkosgei, MP

Hon. Chiforomodo Mangale Munga, MP

0 Hon. Thuddeus Nzambia Kithua, MP

APOLOGIES.

bR W~

Hon. Mark Muriithi Mwenje, CBS, MP

Hon. (Dr.) Shadrack Mwiti Ithinji, OGW, MP
Hon. Bonaya Mumina Gollo, MP

Hon. Maurice Kakai Bisau, MP

Hon. Wamacukuru Githua Kamau, CBS, MP

INATTENDANCE
COMMITTEE SECRETARIAT
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09 Moy bW

Ms. Ruth Mwihaki - Clerk Assistant |

Ms. Winny Awino - Clerk Assistant 111

Mr. Enock Manwa - Clerk Assistant 111

Ms. Noel Amutabi - Legal Counsel 11

Mr. Stephen Otieno - Sergeant at Arms

Mr. Derrick Kathurima - Media Relations Officer
Mr. Peter Muthethia E Audio Recording Officer
Ms. Mary Kamande - Protocol

OFFICE OF THE AUDITOR GENERAL

L.

Mr. Felix Itonge - Principal Auditor/Liaison Officer

MIN.NO.NA/DAAGPC/PIC-G&E/2026/038:  PRELIMINARIES

The Chairperson called the meeting to order at 10:20am followed by a word of prayer from the
Chairperson and thereafter a round of introduction. The agenda was confirmed as listed
hereunder on the proposal of Hon. Daniel Karitho Kiili, MP and seconded by Hon. Thuddeus
Nzambia Kithua, MP.



AGENDA:
1. Prayers;
2. Preliminaries/Introduction
1. Adoption of the Agenda;
2. Confirmation of minutes of previous sittings and matters Arising
. Consideration of the Committee report on the examination of the reports of the
Auditor General on financial statements of state corporation on Eastern Regions

d

Any Other Business: and
5. Adjournment.

MIN.NO. NA/DAAGPC/PIC-G& E/2026/039: CONFIRMATION OF MINUTES

Confirmation of the Minutes of the previous meeting was deferred to the next sitting.

MIN.NO. NA/DAAGPC/PIC-G&FE/2026/040: CONSIDERATION OF THE EIGHTH
REPORT ON THE EXAMINATION OF
THE _REPORTS OF THE AUDITOR

GENERAL ON FINANCIAL
STATEMENTS OF STATE
CORPORATION _ ON___ (EASTERN
REGION)

The secretariat took the Committee through a draft report on the examination by the Auditor
General for FY 2018/2019-2020/21 for the following agencies from Eastern Region.

Tharaka University College
Chuka University
Embu University
Machakos University
South Eastern Kenya University
Meru National Polytechnic
Wote Technical Training Institute
Kaelo Technical Training Institute
Nkabune Technical Training Institute
. Kiirua Technical Training Institute
. Karumo Technical Training Institute
. Mukina Technical Training Institute
. Mitunguu Technical Training Institute
. Nachu Technical and Vocational College
. Chuka Technical and Vocational College
16. Tigania East Technical and Vocational College
. Katine Technical and Vocational College

P9 Oy W B B N G

— O
= -

....._.._..._.
B B

=
Ly

ey
~J



-

1 8. Machakos Technical Institute for the Blind

The Committee made the following recommendations on the report;

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

1. Understaffing in the TVET institutions

The Committee observed that the majority of institutions in the region are TVETs and are
significantly understaffed. Many of the issues in the financial statements stem from the fact
that these institutions lack essential personnel in critical departments such as finance. In some
cases, the situation is so severe that institutions rely on interns to prepare their financial
statements, which is contrary to the Accountants Act, Cap.531.This Act establishes the
Institute of Certified Public Accountants of Kenya (ICPAK) as the regulatory body
overseeing the profession. According to ICPAK regulations and guidelines, financial
statements, particularly those that are audited, must be signed by a Certified Public
Accountant (CPA) who is a member in good standing with the Institute.

The Committee recommended Government should allocate adequate resources to enable
TVET institutions to recruit and retain qualified personnel. Furthermore, institutions
must adhere to the Accountants Act, Cap.531, by hiring Certified Public Accountants
(CPAs) to oversee financial reporting. To enhance financial reporting standards, the
Ministry of Education and ICPAK should establish capacity-building programs and
financial management training for existing staff.

2. Poor accounting standards and the general incapacity of some accounting officers

The Committee observed that, due to a lack of prior exposure to the audit process and
subsequent parliamentary review, some accounting officers were either unaware of or failed to
comply with various provisions of the Public Finance Management (PFM) Act, Cap.412A
and the Public Audit Act, Cap.412B Audit queries dating back to FY 2018/19 remained
unaddressed by certain agencies, which only took action after being summoned by the
Committee.

To address these issues, the National Treasury and the Office of the Auditor-General should
continue conducting annual sensitization and capacity-building programs for all
accounting officers and finance staff in State Corporations, to ensure compliance with
audit requirements and adherence to International Public Sector Accounting Standards
(IPSAS).



3. Late submission of supporting documentation

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

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

Moreover, the Committee exercised a degree of leniency towards certain institutions by
affording them an opportunity to submit supporting documentation that remained in
their possession but had not been presented to the Office of the Auditor General, even
after the conclusion of the audit cycle. However, these institutions failed to comply with
the committee's directive.

4. Unsecured/ untitled land holdings

The Committee noted several instances where land owned by various institutions remained
unsecured and lacked proper title documentation. The absence of legal ownership records
exposes these institutions to risks, including land disputes, encroachment, and potential loss of
property. In some cases, institutions were occupying land without formal titles, making it
difficult to undertake development projects.

The Ministry of Lands, and the relevant government agencies, should fast-track the titling and
registration of all institutional land holdings to ensure legal ownership and security. Institutions
should conduct land audits and maintain an updated asset register of their land to facilitate
accountability and protection against encroachment.

The Government should allocate resources for surveying, demarcation, and
documentation of institutional land to prevent disputes and legal challenges. Institutions
facing land disputes should seek legal intervention promptly and engage with relevant
authorities to resolve ownership issues efficiently.

5. Failure to adhere to gender, ethnicity and regional balance

Some institutions had skewed ethnic diversity within their staff complement especially at the
senior management level. This was especially manifested in those agencies domiciled in areas
predominantly inhabited by a particular ethnic community. These reports highlight concerns
about the underrepresentation of certain ethnic groups, unfair employment practices, and
potential discrimination in recruitment, promotion, and other employment-related processes
Despite explanations from Accounting Officers that the lack of diversity was prevalent in the



lower cadres, the Committee is of the view that with the rife unemployment countrywide,
attracting an ethnically diverse pool of applicants for advertised jobs was tenable.

The Committee recommends that all public agencies must comply with the constitutional
provision on equity and inclusiveness buttressed by the National Cohesion and
Integration Act, Cap, 7N. in two (2) years Further, The National Cohesion and
Integration Commission together with the Inspectorate of State Corporations conduct bi-
annual examination of ethnic composition in these state-owned enterprises, to confirm
incremental address of the matter.

The Committee considered and adopted the Eighth Report, having been proposed by the Hon.
(Amb.) Sigei Francis Kipyegon, EBS, MP and Seconded by Hon. Daniel Karitho Kiili, MP

MIN.NO. NA/DAAGPC/PIC-G & E/2026/041: ADJOURNMENT/ DATE OF NEXT

MEETING

There being no other business the meeting was adjourned at 13:25hrs. The next meeting will
be on notice.
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