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REPORT OF THE AUDITOR-GENERAL ON KIRINYAGA UNIVERSITY FOR THE 
YEAR ENDED 30 JUNE, 2020 

 
REPORT ON THE FINANCIAL STATEMENTS  
 
Opinion  
 
I have audited the accompanying financial statements of Kirinyaga University set out 
on pages 1 to 25, which comprise the statement of financial position as at                              
30 June, 2020, and the statement of financial performance, statement of changes in 
net assets, statement of cash flows and statement of comparison of budget and actual 
amounts for the year then ended, and a summary of significant accounting policies 
and other explanatory information in accordance with the provisions of Article 229 of 
the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained 
all the information and explanations which, to the best of my knowledge and belief, 
were necessary for the purpose of the audit. 
 
In my opinion, the financial statements present fairly, in all material respects, the 
financial position of Kirinyaga University as at 30 June, 2020, and of its financial 
performance and its cash flows for the year then ended, in accordance with the 
International Public Sector Accounting Standards (Accrual Basis) and comply with 
Universities Act, 2012 and the Public Finance Management Act, 2012.   
  
Basis for Opinion 
 
The audit was conducted in accordance with International Standards of Supreme 
Audit Institutions (ISSAIs).  I am independent of the Kirinyaga University Management 
in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical 
responsibilities in accordance with the ISSAI and in accordance with other ethical 
requirements applicable to performing audits of financial statements in Kenya. I 
believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my opinion.  
 
Key Audit Matters 
  
Key audit matters are those matters that, in my professional judgment, are of most 
significance in the audit of the financial statements. There were no key audit matters 
to report in the year under review. 
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC 
RESOURCES 
 
Conclusion 
 
As required by Article 229(6) of the Constitution, based on the audit procedures 
performed, except for the matters described in the Basis for Conclusion on Lawfulness 
and Effectiveness in Use of Public Resources section of my report, I confirm that, 
nothing else has come to my attention to cause me to believe that public resources 
have not been applied lawfully and in an effective way. 
 
Basis for Conclusion 
 
1. Budgetary Control and Performance 
 
1.1 Unbalanced Budget 

 
The statement of comparison of budget and actual amounts reflects an approved 
revenue budget of Kshs.580,819,417 and actual revenue of Kshs.604,427,713 
resulting to a revenue surplus of Kshs.23,608,296. Similarly, the statement reflects an 
expenditure budget of Kshs.614,127,000 and an actual expenditure of 
Kshs.603,068,236 resulting to an under expenditure of Kshs.11,058,764. Further, the 
University’s budget was unbalanced contrary to Regulation 33(c) of the Public Finance 
Management (National Government) Regulations, 2015 which states that the budget 
shall be balanced. 
 
Under the circumstances, the University is in breach of the regulations.  
 
1.2  Unapproved Appropriations - In- Aid  

 
The approved revenue budget of Kshs.580,819,417 comprised of Kshs.368,321,037 
and Kshs.212,498,380 in respect of transfers from Government and Appropriations - 
In- Aid (AIA) respectively. However, the approved budget reflected an amount of 
Kshs.154,148,475 in respect to AIA resulting to a variance of Kshs.58,349,905. The 
variance was attributed to increased student enrolment resulting to more fees and the 
same was approved by the University Council as a Supplementary II Estimates in the 
financial year 2019/2020. However, the amount of Kshs.58,349,908 was not approved 
by The National Treasury for spending in 2019/2020 financial year. This is contrary to 
The National Treasury circular ref. DGIPE/A1/10 of 27 November, 2018 which stated 
that state corporations financed from the National Exchequer should consult their line 
ministries and ensure that the budget proposals are within the line Ministry ceilings as 
provided in the financial years 2019/2020- 2021/2022 Medium Term Expenditure 
Framework (MTEF) and that state corporations will not be allowed to incur any 
expenditure whose revenue has not been approved and appropriated by Parliament. 
 



 
 

Report of the Auditor-General on Kirinyaga University for the year ended 30 June, 2020 

 3 

Under the circumstances, the University Management is in breach of The National 
Treasury guidelines.  
 

2.0  Projects Time Variations  
 
The statement of financial position reflects a balance of Kshs.1,636,801,721 under 
property, plant and equipment which, as disclosed in Note 22 to the financial 
statements, includes an amount of Kshs.132,983,258 in respect of additions for the 
year under review. The latter balance includes an amount of Kshs.129,778,174 
relating to work in progress. However, field verification of the projects on 16 
September, 2020 revealed the following; 
  
2.1   Lecture Theatre 
 
The tender for construction of a lecture theatre was awarded at a contract price of 
Kshs.149,226,532 and contract period of 52 weeks commencing on 29 May, 2017, 
with an expected completion date of 28 May, 2018. However, the contract price was 
later revised by Kshs.29,745,345 to Kshs.178,971,877 (19.9%) and the expected 
completion period revised five (5) times as follows; 
 

Contract Period No of Weeks 
Expected Completion 
Date 

Original Contract Period 52 28/05/2018 

1st  Revision 8 28/07/2018 

2nd Revision 18 28/11/2018 

3rd Revision 20 16/04/2019 

4th Revision 52 17/04/2020 

5th Revision 52 23/04/2021 

Current Contract Period 202  

 
The 202 weeks exceed the original contract period of 52 weeks by 150 weeks. The 
total payments as at 30 June, 2020 amounted to Kshs.63,675,944 which is 36% of the 
contract price. Physical verification on 16 September, 2020 revealed that the project 
was ongoing and was at 47.6% completion according to a progress report dated          
26 August, 2020 signed by the University Estates Manager. 
 
2.2 Tuition Complex 
 
The tender for construction of a Tuition Complex was awarded at a contract price of 
Kshs.309,997,181 for a contract period of 78 weeks commencing 14 March, 2017 with 
an expected completion date of 28 September, 2019. The expected completion period 
was however revised four (4) times as follows; 
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Contract Period No of Weeks 
Expected Completion 
Date 

Original Contract Period 78 28/09/2019 

1st  Revision 14 31/12/2019 

2nd   Revision 18 30/04/2020 

3rd  Revision 17 28/08/2020 

4th  Revision 18 31/12/2020 

Current Contract Period 145  

 
The 145 weeks exceeded the original contract period of 78 weeks by 67 weeks. The 
total payments as at 30 June, 2020 was Kshs.216,102,230 which is 70% of the 
contract price. Physical verification on 16 September, 2020 revealed that the project 
was ongoing and was at 80% completion according to a progress report dated                
8 January, 2020 signed by the University’s Clerk of Works. 
 
However, approval of the extension period for the two projects was not granted by the 
University’s Tender Awarding Committee contrary to Section 139 (1)(a) of the Public 
Procurement and Assets Disposal Act, 2015 which stipulates that an amendment or 
a variation to a contract resulting from a procurement proceeding is effective only if 
the variation or amendment has been approved in writing by the respective tender 
awarding authority within a procuring entity.  
 
Under the circumstances, the University risks incurring additional costs due to inflation 
and may not get value for money on the two projects as the facilities have not been 
put in use as planned. The University was also in breach of the law.  
 
3.0   Unapproved Bank Accounts  

 
The statement of financial position reflects a balance of Kshs.94,714,985 under cash 
and cash equivalents which, as disclosed in Note 24 to the financial statements, 
comprise of Kshs.21,998 and Kshs.94,692,987 in respect to cash balances and bank 
balances in seven (7) commercial bank accounts. However, authority from The 
National Treasury to operate the seven (7) commercial bank accounts was not 
provided for audit review contrary to Section 28(1) of the Public Finance Management 
Act, 2012 which states that The National Treasury shall authorize the opening, 
operating and closing of bank accounts and sub-accounts for all National Government 
entities. 
 
Under the circumstances, the University was in breach of the law.  
 
4.0  Irregular Payment of Council’s Sitting Allowances 

 
The statement of financial performance reflects an expenditure of Kshs.4,631,687 
under remuneration of Council which, as disclosed in Note 14 to the financial 
statements, includes an amount of Kshs.1,600,000 in respect to sitting allowances 
paid to the University Council Members. The allowances were paid using the rates set 
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by the guidelines on terms and conditions of service for State Corporations, Chief 
Executive Officers, Chairmen and Board Members, management staff and 
unionisable staff issued by Office of the President on 23 November, 2004 instead of 
rates determined by the Salaries and Remuneration Commission vide circular ref 
SRC/ADM/CIR/1/13(122) of 16 April, 2014 resulting to an overpayment of  
Kshs.823,000  as follows; 
 

Number of 
days per 
Board 
Member 

Rates per OP 
Guidelines 

(Kshs.) 

 
Total Paid 

(Kshs.) 

 
SRC 

Rates 
(Kshs.) 

Amount 
Payable 
(Kshs.) 

 
Variance 

(Kshs.) 

17 20,000 340,000 15,000 255,000 85,000 

12 20,000 240,000 10,000 120,000 120,000 

10 20,000 200,000 10,000 100,000 100,000 

10 20,000 200,000 10,000 100,000 100,000 

1 20,000 20,000 10,000 10,000 10,000 

3 20,000 60,000 4,000 12,000 48,000 

7 20,000 140,000 4,000 28,000 112,000 

10 20,000 200,000 10,000 100,000 100,000 

8 20,000 160,000 4,000 32,000 128,000 

2 20,000 40,000 10,000 20,000 20,000 

Total    1,600,000  777,000 823,000 

 
Under the circumstances, the University Management was in breach of the Salaries 
and Remunerations Circular and the propriety of the expenditure of Kshs.823,000 
incurred on sitting allowances could not be confirmed.  
 
5.0    Employee Costs 
 
5.1    Non-Compliance to One Third Basic Salary Rule 
 
Review of the payroll for the month of December, 2019 revealed that ten (10) 
employees of the University earned net salaries less than a third of their respective 
basic salaries. This is contrary to Section 19(3) of the Employment Act, 2007 which 
provides that the 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.  
 
Consequently, the University Management was in breach of the law.  
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5.2    Lack of Regional Balancing in Employment 

As previously reported, review of human resource records revealed that out of the 
total two hundred and thirty-five (235) employees of the University, one hundred and 
eighty-one (181) or 77% employees were from the dominant local community in the 
County. This is contrary to Section 7(2) of the National Cohesion and Integration Act, 
2008 which states that no public establishment shall have more than one third of its 
staff from the same ethnic community. 
 

Consequently, the University was in breach of the law. 

The audit was conducted in accordance with ISSAI 4000. The standard requires that 
I comply with ethical requirements and plan and perform the audit to obtain assurance 
about whether the activities, financial transactions and information reflected in the 
financial statements are in compliance, in all material respects, with the authorities 
that govern them. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my conclusion. 
 
REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT 
AND GOVERNANCE  
 
Conclusion 
 

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit 
procedures performed, I confirm that, nothing has come to my attention to cause me 
to believe that internal controls, risk management and overall governance were not 
effective. 
 
Basis for Conclusion 
 
The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330.  The 
standards require that I plan and perform the audit to obtain assurance about whether 
effective processes and systems of internal control, risk management and overall 
governance were operating effectively, in all material respects. I believe that the audit 
evidence I have obtained is sufficient and appropriate to provide a basis for my 
conclusion. 
 
Responsibilities of Management and those Charged with Governance 
  
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Public Sector Accounting Standards 
(Accrual Basis) and for maintaining effective internal control as Management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error and for its assessment of 
the effectiveness of internal control, risk management and overall governance. 
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In preparing the financial statements, Management is responsible for assessing the 
University`s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
Management is aware of the intention to terminate the University or to cease 
operations. 
 
Management is also responsible for the submission of the financial statements to the 
Auditor-General in accordance with the provisions of Section 47 of the Public Audit 
Act, 2015. 
 
In addition to the responsibility for the preparation and presentation of the financial 
statements described above, Management is also responsible for ensuring that the 
activities, financial transactions and information reflected in the financial statements 
are in compliance with the authorities which govern them, and that public resources 
are applied in an effective way. 
 
Those charged with governance are responsible for overseeing the financial reporting 
process, reviewing the effectiveness of how the University monitors compliance with 
relevant legislative and regulatory requirements, ensuring that effective processes 
and systems are in place to address key roles and responsibilities in relation to 
governance and risk management, and ensuring the adequacy and effectiveness of 
the control environment. 
 
Auditor-General’s Responsibilities for the Audit  
 
The audit objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes my opinion in accordance with the 
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in 
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high 
level of assurance but is not a guarantee that an audit conducted in accordance with 
ISSAIs will always detect a material misstatement and weakness when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
 
In addition to the audit of the financial statements, a compliance audit is planned and 
performed to express a conclusion about whether, in all material respects, the 
activities, financial transactions and information reflected in the financial statements 
are in compliance with the authorities that govern them and that public resources are 
applied in an effective way, in accordance with the provisions of Article 229(6) of the 
Constitution and submit the audit report in compliance with Article 229(7) of the 
Constitution.  
 
Further, in planning and performing the audit of the financial statements and audit of 
compliance, I consider internal control in order to give an assurance on the 
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effectiveness of internal controls, risk management and governance processes and 
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 
2015 and submit the audit report in compliance with Article 229(7) of the Constitution. 
My consideration of the internal control would not necessarily disclose all matters in 
the internal control that might be material weaknesses under the ISSAIs. A material 
weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts that would be material in relation 
to the financial statements being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions.  
 
Because of its inherent limitations, internal control may not prevent or detect 
misstatements and instances of noncompliance. Also, projections of any evaluation of 
effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with 
the  University’s policies and procedures may deteriorate. 
 
As part of an audit conducted in accordance with ISSAIs, I exercise professional 
judgement and maintain professional skepticism throughout the audit. I also:  
 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide 
a basis for my opinion. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  
 

 Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by the Management.  

 

 Conclude on the appropriateness of the Management’s use of the going concern 
basis of accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt on 
the  University’s ability to continue as a going concern. If I conclude that a material 
uncertainty exists, I am required to draw attention in the auditor’s report to the 
related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify my opinion. My conclusions are based on the audit evidence 
obtained up to the date of my audit report. However, future events or conditions 
may cause the University to cease to continue as a going concern.  

 

 Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation.  
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 Obtain sufficient appropriate audit evidence regarding the financial information and 
business activities of the University  to express an opinion on the financial 
statements.  

 

 Perform such other procedures as I consider necessary in the circumstances. 
 
I communicate with the Management regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that are identified during the audit.  
  
I also provide Management with a statement that I have complied with relevant ethical 
requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on my 
independence, and where applicable, related safeguards.  
 

 
CPA Nancy Gathungu, CBS 
AUDITOR-GENERAL 
 
Nairobi 
 
24 November, 2021 
 

 

 

 


