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I.

KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

Technical University of Mombasa (TUM) is an [SO certified institution of Global Excellence
in Advancing Knowledge, Science and Technology. The origin can be traced back to the late
1940’s, as the first institution of higher learning to be established in the coastal region of Kenya.
TUM has passed through four distinct phases to reach its current state. It operated as Mombasa
Institute of Muslim Education (1948-1966), Mombasa Technical Institute (1966-1972),
Mombasa Polytechnic (1972-2007), Mombasa Polytechnic University College through a Legal
Notice No. 160 of 2007, and finally awarded the charter as Technical University of Mombasa

on 30™ January 2013 (under the Universities Act 2012).

TUM is profoundly committed to upholding the quest to provide higher education as envisioned
by the founders. It has four established Faculties and Schools namely Faculty of Applied and
Health Science, Faculty of Engineering and Technology, School of Business and School of
Humahitics and Social Sciences. The University admits students across the globe ranging from
Kenya Universities and Colleges Central Placement Service (KUCCPS) to Self-Sponsored
programmes. As a result of demand for TUM programmes, the student population has
tremendously grown over the years, and currently stands at 13,748, composed of 9331 males
and 4420 females. TUM also recognizes the importance of human capital in driving the vision
of the institution and boasts of 387 teaching staff and 423 administrative staff, giving a total of
810. To ensure programmes are congruent with the market demands, the University
incorporates industry, stakeholders and professional bodies in the development and review of
the programmes to comfortably offer solutions in the labour market, in the quest of supporting

Kenya Vision 2030.
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Vision
A University of global excellence in advancing Knowledge, Science and Technology

Mission

h

To provide and outstanding programmes by engaging in scholarly reflection, cultivating critic

al

thinking and advancing creative problem- solvmg skills in the fields of engineering, the

sciences. business and related areas that benefit society.
Motto
I'ndeavour and Achieve (Jiddu Tajiddu)
Strategic Objectives
1) Provide quality academic programmes

1) Promote research, science, technology and innovation.
ii1) Increase access and equlty to tertiary and University education.

. - ~ ranirard. Iy dlha S LSO o ¢
iv) Provide "d >quate facilities and infrastructure required by the expanding University
v\ Provide information communication technology solutions to support learning activitic

and management of the university.

vi) Institute a manpower and human resources management plan that maintains a competent

and efficient workforce.
vii) Ensure quality and relevance in all programmes.

viil) Produce graduates with desirable attitudes to confront the various challenges in their

lives.
ix) Institute mutually beneficial linkages and collaborations.
x) Market Technical University of Mombasa as a leading brand name in training and
innovation in engineering, science and technology
x1) Provide a finance mobilization plan that ensures a sustainable resource base for
development and recurrent expenditure.

(¢) Key Management

The university's day-to-day management is under the following key organs:

Senate
- University Management Board
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2017
and who had direct fiduciary responsibility were:

No. Designation Name

1. Ag. Vice Chancellor -Prof. Laila U. Abubakar

2. DVC(AFP) - Prof. Joseph O.Rasowo

3. Ag. DVC(ARE) - Prof. Raphael N Mutuku

4. Finance Officer -CPA. Alfred Indeche

D Registrar (AA) -Dr. Paul Njihia Gichuhi

6. Registrar(AP) -Dr. Kilungu Matata

7. Ag.Procurement Manager -Ms. Susan Wanjiru Mwangi

Fiduciary Oversight Arrangements

- Human Resource Management Committee of the Council.

- Finance, Planning and General Purposes Committee of the Council.
- Audit Committee of the Council.

- Statutes and sealing Committee of the Council.

- Executive Committee of the Council.

- Full Council.
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{¢) Registered Office and Place of Business
technical university of Mombasa.
Tom Mboya Avenue,
P.0. Box 90420-80100,
Mombasa, KENYA

Corporate Contacts

,.\
N

'i‘c!ephr\ o f’)<ll\ 41-2492222/3/4

Fax:254) 41 22495632
Mobile: (254) 0724 955377/0733955377
E-mail: info@tum.ac.ke,
ve@tum.ac.ke.
Website: www.tum.ac.ke

(g) Corporate Bankers

1. National bank of Kenya.
Nkrumah Branch
D {\ D,\n L4 _2ANn1 0N
IVUA D /7UVUT0OVLIVVY

Mombasa.

N

Co-operative Bank Limited
Nkrumah Branch

P.0.Box 87771-80100
Mombasa.

3. Standard Chartered bank Limited.
Treasury Square Branch
P.O. Box 90170-80100
Mombasa.

4. Kenya Commercial Bank
Mvita Branch
P.O.Box 83534-80100
Mombasa.

5. Family Bank
Jomo Kenyatta Branch
P.O. Box 97268-80100
Mombasa.

6. Equity Bank
Digo Road Branch
P.0.Bank 90016-80100

1 (P, LI,
Miomopasa.
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(h) Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

(i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

vi |



TECHNICAL UNIVERSITY OF MOMBASA

Reports and Financial Statements For the year ended June 30, 2017

TUE COUNCIL MEMBERS

Dr. Kevit De%al — Chairman of Council
D.0.B: 29/08/1968

| Dr. Desai, has a PhD &M.Sc. in Robotics

~ 4 e

control systems Engineering. He is a
-nunuu of Institute of Tlectrical and
ectronics Engineers, a member of Kenya
l(,l federation, Patron Institute of Electrical
and Electronics Engineer, Kenya section and
Proprietor Centurion systems limited.
e Chairs full council and Tumel board.

Ms. Beatrice Kosgei =
D.O.B:

Beatrice holds a Master of Laws. Bachelor
of Laws, Diploma in Law, Higher Diploma
in Human Resource Management &
Certificate in International Trade &
Development. She is currently the currently
the Company Secretary of Geothermal
Development Company Limited. She
previously worked for Kenya Trade
Network Agency, Agricultural Development
Corporation, Liberty Assurance Company,
Kosgei And Company Advocates, Jim
Choge And Company Advocates, Kenya
Industrial Estates, and the Attorney
General’s Chambers.She has a wide
experience in litigation, conveyance,
commercial and corporate law, company
sceretarial practice and managcment.She isa
Certitied Public Secretary and an advocate
of the High Court of Kenya.

She Chairs Human Resources Management.

Treasury.
D.0.B: 6/1/1966

vii

Mrs. Alice Mwololo — Representative National

Mrs Mwololo holds an M.A. and B.A. in
Economics, and also a PGD in Development
Planning from the University of Nairobi.
She is currently a Chief Economist in the
Budget, Fiscal and Economic Affairs
Directorate at the National Treasury. She is
specialized in trade and regional integration
policy and has wide experience in
negotiations and implementation of the East
African Community Customs Union and the
Common Market Protocol. She previously
worked in the Ministry of Planning and
National Development as an Economist in
rural development. In addition, she
represents the National Treasury in the
National Committee on World Trade
Organization negotiations and the FAC-

E uropum Union Economic Partnership
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Mrs. Rebecca K. Butalanyi — Representative
Ministry of Education Science and Technology.
1).0.Bi

Ms. Butalanyi has a Master of philosophy in
Educational administration and
management. Currently she is the Deputy
Director of University Education with 20yrs
experience in the Education sector.

s, il G
Ms. Jane Mbagi Mutua — Council Member
D.0.B:19/02/1972

Ms Mutua, has a Master’s in Education,
Bachelor of Education. She is a researcher
and development practioner. Currently she is
a Technical Education Specialist with Save
the children Kenya programme.

She Chairs Sealing and Statutes committee.

'
.. |
F
"
1 o k. .
3 AR Y
v AU AL
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Mr. Hamid Abiyo Morowa — Council Member
D.0.B:17/04/1948

6

Mr. Hamid, has a Masters in Agricultural
economics, a Bachelor of science in
Agriculture, a  diploma in  Range
management. He has a wide range of skills
gained in a span of 30yrs working both in

Government and Non-Governmental
organisations in  project management,
Resource utilisation and planning and
budgeting.

He Chairs Audit committee.

Arch. Alfred O. Mango — Council member
D.0.B: 07/11/1967

Arch. Mango, has a MSc. in Architecture, a
Higher diploma in Mechanical Engineering
and a Diploma in Mechanical Engineering.
He is a member of the Board of registration
of Architecture and quantity surveyors
(BORAQS). He is a council member of
Architecture chapter. He is the Chief
Executive Officer of Arch point consulting
Architects.

He Chairs the Finance and general purposes
committee.

Prof. Laila Abubakar -
Chancellor/ Council Secretary

Uweso

Ag Vice-

Prof Laila Uweso Abubakar has a PhD in Bio
Chemistry, Masters  of  science in
Biochemistry & Chemistry and a Bachelor of
Science (Biochemistry & Chemistry).
Secretary to the Council.

| D.0.B: 13/12/1961

viii |
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MANAGEMENT TEAM

Prof. Laila Uweso Abubakar — Ag Vice-
Chancellor/ Council Sccretary.

Prof Laila Uweso Abubakar has a PhD in Bio
Chemistry.  Masters  of  science  in
Biochemistry & Chemistry and a Bachelor of
Science (Biochemistry & Chemistry).

She Chairs the Management Committee.

13/12/1961

Prof. Raphael N. Mutuku has PhD in Forest
and Wood sciences, MSc in Civil Engineering,
BSc (Hons.) in Civil Engineering Corporate
member (Institution of Engineers of Kenya);
Registered Professional Engineer (Engineers
Board of Kenya); Fellow of the Institution of
Construction  Project Managers of Kenya;
Member of the Kenya National Academy of
Sciences; Member of the Environmentalist
Institute of Kenya.

Prof. Joseph Ouma Rasowo — Deputy-Vice
Chancellor (Administration, Finance & Planning)

Prof. Joseph Ouma Rasowo has PhD in
Aquatic Ecology/ Aquaculture, MSc in
Marine Ecology & Aquaculture, MBA in
Strategic  Management, BSc in  Botany/

Zoology.

Dr.Gichuhi Paul lehla — Registrar Academic
Affairs

Dr.Gichuhi  Paul Njihia, has PhD in
Pharmaceutical Synthetic Chemistry, MSc in
Analytical Chemistry, BSc.in Chemistry.

e g 5 }
(B8 el 7 Diie L]
Dr.Matata Kilungu — Registrar Administration and

~ Planning

Dr.Matata  Kilungu, has  PhD in  Human
Resource  Management, MBA in Human
Resources  Management, Post  Graduate

Diploma in  Education, Bachelor of

Commerce,
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6.

Mr. Alfred Indeche has Master in Business
Administration  (Finance), Bachelor  of
Business Administration (Accounting) CPA
(K).
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iIv. CHAIRMAN’S STATEMENT

‘Mombasa (TUM)} has passed through four (ransitional ievels. The various

T
.lu. Ae\:hul\/u! {/IIAVL‘I,\((\/ O

phases it has undergone so far reflect the Government of Kenya’s concerted efforts in promoting

education and training in line with the dynamic technological and industrial erowth in K enya and in

the transition of the University has seen the growth of the university programmes, the staff and student
population, physical infrastructure and ICT. The increase of these resources without a balanced growth |
in financial support from the exchequer has however come with a number of challenges. It has been
difficult to provide commensurate teaching resources with the growth in student numbers while the
university has also not been able to concentrate on the key areas of research and technology transfer.
While the mandate of the university provides for continuous growth to enhance higher education across
the country, there have been challenges related to the infrastructural developments as the government
has not been providing the requisite capital expenditure. More so as the University broke ground for
the construction of the School of Medicine. The Program wiil make TUM the first University along the
Kenyan Coast to offer degree courses in medicine.

The 2016/2017 financial statements reflect the financial status of the university, taking recognition of

1€ increase personal emoluments that were implemented towards the end of the year as a resuit of the
coliective bargaining agreement between the public universities and the government through the
Ministry Of Education, Science and Technology. Sustaining the increase personal cmoluments will
however be a challenge unless the government increases its financing for recurrent expenditure.

The University Council looks forward to supportive collaboration with the government to ensure
continued development of the Technical University of Mombasa as provided in its Charter. In addition,

the plans to initiate Public Private Partnerships (PPPs), which will open opportunities for growth in

physical infrastructure to take care of student growth and the upcoming School of Medicine.

Dr. Kevit Desai
Chairman of Council

xi



TECHNICAL UNIVERSITY OF MOMBASA
Reports and Financial Statements For the year ended June 30, 2017

V. REPORT OF THE VICE CHANCELLOR

The University of Mombasa, as part of its expansion strategy, has developed market driven
programmes that address national priorities in the fields of Business, Engineering, Science and
Technology. Currently, the University is offering over a hundred and forty academic programs in
diverse fields and continues to develop new programmes at both undergraduate and postgraduate level.
This is in addition to restructuring some of its faculties so as to bring services closer to the customers
and other stakeholders. TUM is committed to the advancement of knowledge through responsible
research and scholarship addressing important scientific, social and cultural emerging issues of the new
century. Our emphasis on research, innovation, linkages and collaboration with various stakeholders

in the industry improves our visibility internationally.

To balance the development of new programmes and demand for University education, the University
management, in consultation with the council, has continued to develop its human resource especially
the teaching staff. Subsequently, during the year, the University spent almost Kshs 5 Million for staff
development especially in the academic field. Through this effort, the University has been able to
support its staff to undertake further training. The results have been positive as most of the staff have

completed their studies and are playing a key role in teaching and programmes development.

The University reported a decline in revenue from the internally generated funds. This has been
attributed mainly to the countrywide staff unrest, thus affecting our academic calendar and student
enrolment. Nonetheless, the University has put measures to turn this around which includes carrying
out aggressive marketing for our programmes and improving service delivery to attract more students.
In addition, the Engineering Board of Kenya has accredited three engineering programmes for TUM
namely; Bachelor of Science in Civil Engineering, Bachelor of Science in Mechanical Engineering and

Bachelor of Science in Electrical and Electronics Engineering.

The University has developed and implemented work place policies to nurture holistic students and
staff. Towards this end, TUM has complied towards gender and equality mainstreaming and alcohol
and drug abuse prevention and intervention. We assure our partners in the industry that the university

has nqw matured and is ready to be in the driver’s seat in the transformation of higher education.

Prof¥Laila U. Abubakar
Ag. Vice- Chancellor

Xii |
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Vi. CORPORATE GOVERNANCE STATEMENT

q hnteal rinis S U [P, L - Wlim IvVerelfy
[cchnical university of Mombasa, a public university

in Kenya, is committed to undertake its affairs
in a responsible and transparent manner. The university takes recognition of the various stakeholders.
the funding agencies, and the regulations thereto, relating to its obligations as provided in the
University Charter, 2013, and the Universities Act, 2012. For the 2016/2017 financial year. the

University has been in compliance with all the provisions set out in the university Act, 2012, in so far

as they relate to Universities.

The functions and responsibilities of the Council are as provided for in the Statutes. These
responsibilities relate to the proper conduct of university business, policy development. strategic
planning, monitoring effectiveness and performance, finance, audit. estate management, human
resource management, equality and diversity, student welfare, health and safety and the appointment
of the University Officers.

The Council has the following commitices: Executive Committee: Audit Committee: Finance Planning
and General Purpose Committee: Human Resources Management Committee: and Sealing and Statutes
Committee. All sub committees meet as per the University Almanac and submit reports to the Council.
neil, we have responsibility for maintaining a sound system of internal control that supports
the achievement of policies, aims and objectives, while safeguarding the public and other funds and
assets for which we are responsible, in accordance with the responsibilities as gned to the Council by

section 36 of the Universities Act, 2012, and section 18 and 19 of the University Charter, 2013.

The University Council is committed in ensuring financial sustainability; enhancing the student
experience; and continuously building its research excellence in support of the country and regional
cconomy. The University has managed its budgets well, increased the teaching and learning facilities,
developed new market driven programmes and is involved in technology transfer in its s key areas of

strength of Engineering, Science and Technology.

The day to day management of the university is vested on the Senate and Management Board. The
functions of the Management Board and Senate are as provided in the university charter and the
university statutes. Meetings of the Senate include Regular Senate, Senate Board of Examiners. Special
Scnate and Extraordinary Senate. The Vice Chancellor of the University is the Chairperson of both

Senate and Management.

iii |
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“VII. MANAGEMENT DISCUSSION AND ANALYSIS

In the financial year ended 30th June, 2017, Technical university of Mombasa received from the
Government of Kenya a total of Kshs. 749,122,549 for recurrent expenditure and was able to generate
Appropriation In Aid of Kshs. 769,365,500. This supported employees , the student population and the
academic programmes focusing on Business Administration, Management sciences, Hospitality and
Tourism, Liberal studies, Applied and Health Sciences and Engineering.

In the year under review the major obligation of the university was to settle supplier’s bills and part
time lecturers brought forward from last semester, maintenance of physical facilities and acquisition of

teaching materials.

In the same period the University received Kshs 18,743,280 to cater for the Capital expenditure. These

funds were to fund the construction of School of medicine, Kwale campus hostels and Customer care.

Technical University of Mombasa strives to comply with all statutory requirements. All payments for
taxes deducted from staff salaries and suppliers, pension, NHIF contributions and NSSF are always
remitted on time to the relevant authorities. At the end of this financial period some payments were

still outstanding but they were settled in the succeeding month and within the stipulated time frame.

In this financial year the University embarked on the construction of the following projects; School of
medicine, Kwale campus hostels and Customer care. These projects are viable as they will avail the
necessary infrastructure to the enable our students get the necessary training that will make then be
better citizens upon graduation.

Further the University was overseeing the construction of three Technical training institutions namely;
Kinango, Lungalunga and Fayya. Two of the three that is Kinango and Lungalunga have been
completed and handed over to their mentoring institutions. These projects are in line with Government
priorities of increasing opportunities of access to higher education, developing high level human

resources capacities in line with MTEF (Medium Term Expenditure Framework).

Technical university of Mombasa like any other institution is exposed to a variety of risks associated
with day to day operations. These include credit, liquidity risks and changes in market prices.

Credit risk is related to outstanding fees balances from the students who might default on their
contractual obligations to pay in time, which may result in financial loss to the University. In this year
the outstanding amount from students was kshs. 57,384,613. The management is targeting to ensure

that all students have nil balance by putting in place controls such no student is allowed to sit for

Xiv |
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examinations without honouring their contractual obligations. Credit risk also arises from cash anc
cash equivalents and deposits. Currently the University does not have significant concentration ol credit
risks as it deals with only well established and reputable financial institutions.

Liquidity risk, managetment manages this by maintaining banking facilities and through continuous
monitoring of budget and actual cash flow.

As at 30th Tune 2017 Technical University of Mombasa had pending

from unpaid supplier’s invoices, unpaid part time teaching claims and other service provider’s dues.
Though the financial resources arc limited as compared with the University’s daily needs, the university
is committed to reducing the pending bills over time.

The university is also currently servicing a bank loan with Barclays bank of Kenya. The outstanding
balance as at the end of the financial year was Kshs. 63,350,000

The University has a pending case in court whose determination will see the University pay unspecified

amount of money.

Following the implementation of the 2013/2017 Collective Bargaining Agreement (CBA) the

University has not been able to implement the new salary rates.

Technical University of Mombasa has no major financial improbity as per internal Audit/ TUM council
Audit committee, external Auditors or any other National Government agencies providing oversight.
Additionally. there are no other governance issues among the Council members and top management

including conflict of interest.

XV
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VIII. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

In line with its mission and values, Technical University of Mombasa is sensitive to the impact of our
activities on our students, employees, partners and other stakeholders, as well as on the community
and on the environment.

The University is committed to the maintenance of principled standards, respect and accountability
across all its activities; equality and diversity; treating employees with fairness and respect, including
wide support of personnel and staff development activities; the development of practises, activities
and support systems that are environmentally sustainable; fair competition within the higher
education sector; volunteering in community and county activities and interacting effectively and
positively with the county government, the national government and the wider community.

As provided within its mandate, the university is actively involved in research, innovation and
technology transfer. The research outputs are shared to the community through shows and exhibitions
and community exchange programmes. During the period, the University spent kshs 1.5Million on
exhibitions that are meant to share new technologies to the industry and the communities in general.

The University shall continue to collaborate with all stakeholders on issues that benefit the
development of the country, growth of industries as well as giving back to the society. The University
also shall continue to play its crucial role towards attainment of vision 2030 as spelt out in the
Government priority areas under the social and economic pillars.

ubal—

Prof. Laila U. Abubakar
Ag. Vice- Chancellor

Xvi| .
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IX.  REPORT OF THE COUNCIL

The (0 1] < i ir renort tooether wwith the arydi o £3.m neial etatar fe fr he vear ended T -
I'he Council submit their report together with the audited financial Statements for the year ended June
]

30, 2017 which show the state of the University’s affairs.

Principal activities
The principal activities of the University are teaching and research.
Results

The results of the University for the year ended June 30,2017 are set out on page |

Council

The members of the Council who served during the year are shown on page VII & VIII In accordance
with TUM statutes and the University Act.

The Auditor General is responsible for the statutory audit in accordance with the Section 38 and 39 of
the Public Audit Act, 2003, which empowers the Auditor General to nominate other auditors to carry
out the audit on his behalf.

gl

f. Laila Uweso Abubakar
Ag. Vice- Chancellor/ Council Secretary

Date: '8,0412-«0’ 3

XVii
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X.  STATEMENT OF COUNCIL RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 14 of the State Corporations Act,
require the Council members to prepare financial statements in respect of the University, which give a
true and fair view of the state of affairs of the University at the end of the financial year and the
operating results of the University for that period. The Council are also required to ensure that the
University keeps proper accounting records which disclose with reasonable accuracy the financial
position of the University. The Council are also responsible for safeguarding the assets of the
University.

The Council is responsible for the preparation and presentation of the University’s financial statements,
which give a true and fair view of the state of affairs of the University for and as at the end of the financial
year ended on June 30, 2017. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the entity; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
entity; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Council accept responsibility for the University financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Public Sector Accounting Standards (IPSAS), and in the manner required
by the PFM Act, 2012 and the State Corporations Act. The Council is of the opinion that the University
financial statements give a true and fair view of the state of University’s transactions during the financial
year ended June 30, 2017, and of the University’s financial position as at that date. The Council further
confirm the completeness of the accounting records maintained for the University, which have been
relied upon in the preparation of the University’s financial statements as well as the adequacy of the
systems of internal financial control.

Nothing has come to the attention of the Council to indicate that the University will not remain a going
concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The University financial statements were approved by the Board on 2017 and
signed on ﬁf behalf by:

| . /%44 0,4 —
Colncil  \J Council Council

xXviii | P a g«



REPUBLIC OF KENYA

Teléphone: +254-20-342330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON TECHNICAL UNIVERSITY OF
MOMBASA FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Technical University of
Mombasa set out on pages 1 to 30, which comprise the statement of financial
position as at 30 June 2017, and the statement of financial performance, statement
of change 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. | 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, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Technical University of Mombasa as at 30 June
2017, and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Accrual Basis)
comply with the Public Universities Act, 2012.

In addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis for Qualified Opinion and Other Matter section of my report
based on the procedures performed, | confirm that, nothing has come to my attention
to cause me to believe that public money has not been applied lawfully and in an
effective way.

Basis for Qualified Opinion
1.0 Presentation of Financial Statements

1.1 As previously reported and repeated in these financial statements, significant
accounting policies No. 3(p) to the financial statements on related parties does
not disclose the value of transactions between the University and TUM
Enterprises Limited in conformity with International Public Sector Accounting
Standards No.20 which requires a disclosure of information about transactions
between the entity and its related parties.
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1.2  The statement of Director’s responsibilities on page xviii is not signed.
Consequently, the financial statements presented for the year ended 30 June
2017 do not comply with the requirements of Kenya International Public Sector
Accounting Standards Board.

2.0 Property, Plant and Equipment
21 Land in Dispute

As previously reported, the property, plant and equipment balance of
Kshs.2,675,649,284 as at 30 June 2017 (2015/2016 Kshs.2,718,357,233) includes a
parcel of land LR No. Mombasa/Block/X1/386 valued at Kshs.200 million of which
ownership is in dispute and the matter is on-going before a Court of Law. A review of
the matter in the current year indicates that the status has not changed since the
matter is in court. Although the University management is confident that the
University has a proper title to the property, it has not been possible to confirm
ownership on the property due to the dispute.

2.2 Freehold Land

Further and as reported in the year 2015/2016, included in property, plant and
equipment balance of kshs.2,675,649,284 as at 30 June 2017 is freehold land
balance of Kshs.1,047,422 550. The balance of freehold land of Kshs.1,047,422,550
include addition of Kshs.102,422,550 (2015/2016-Kshs 92,922,550 and 2014/2015-
Kshs 9,500,000) respectively. However, there was no evidence of the land having
been competitively sourced as required by the Public Procurement and Disposal Act,
2005 as tender opening minutes, tender evaluation and acceptance and inspection
reports were not availed for audit review. It was also not clear how the land was
identified.

It is also not clear how the need and the suppliers were identified in the absence of a
pre-qualified list of suppliers and procurement plan.

2.3 Plant and Equipment- High Voltage Lab Equipment

An amount of kshs.175,767,710 being supply of High Voltage lab equipment has
been excluded from plant and equipment balance of Kshs143,558,274 as at 30 June
2017 and hence not captured in the financial statements. Further, the respective
creditor of the Kshs.175,767,710 has also been excluded from these financial
statements under note 22. The management has failed to disclose the equipment in
the financial statements.

Consequently, the propriety and completeness of Kshs.143, 558,274 on plant and
equipment as at 30 June 2017 could not be confirmed.
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2.4 Legal Fees

As previously reported, included in the additions of freehold Iland of
Kshs.102,422,550 as indicated in note 12 to the financial statement for the year
2015/2016 is legal fees amounting toKshs.10,136,950 paid to a law firm. However,
there was no evidence of competitive selection of the law firm as required by the
Public Procurement and Disposal Act, 2005 and neither was approval by the Attorney
General for the use of a private law firm availed for audit. It was observed that the
law firm was added to the list of pre-qualified service providers in October, 2015
although the sale agreement was signed in January, 2015 nine (9) months after the
sale agreement had been signed. It was not clear the role of the law firm in the land
transaction that had already been concluded.

2.5 Buildings

Included in the freehold land balance of Kshs.1,047,422 550 is a parcel of land
valued at Kshs.102,422,550 on which a telecommunication mast has been
constructed.

However, details of the lease rentals for the telecommunication mast have not be
availed for audit review.

2.6 Furniture

As previously reported, included in property, plant and equipment balance of
Kshs.2,675,649,284 as at 30 June 2017 (2015/2016 Kshs.2,718,357,233) are
additions totaling Kshs.107,850,973 made in the financial year 2013/2014. However,
the purchase of furniture and equipment at the cost of Kshs.20, 905,377 and
Kshs.10, 729,921 respectively did not have any evidence of having been
competitively sourced as required by the Public Procurement and Disposal Act, 2005
as no tender opening minutes, tender evaluation, and acceptance and inspection
reports were availed for audit review.

2.7 Television Sets

As previously reported, included in property, plant and equipment balance of
Kshs.2,675,649,284 as at 30 June 2017 (2015/2016- Kshs.2,718,357,233) were
additions during year 2014/2015 amounting to Kshs.346,826,307 net of work-in-
progress. The additions included procurement of five smart television sets at a total
cost of Kshs.4, 553,448 The audit revealed procurement was done through
requests for quotation contrary to Public Procurement and Disposal Act, 2005. In
addition, the supplier delivered 65 inch-size instead of the 70 inch — size TV sets as
per the supply order
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2.8 Prior Year Work in Progress

Also as previously reported, included in property, plant and equipment balance of
Kshs.2,675,649,284(2015/2016- Kshs.2,718,357,233) were additions amounting to
Kshs.346,826,307 net of work-in-progress which comprise of various procurements
made during the financial year 2014/205. However, there was no approved
procurement plan and evidence of supplier prequalification for the financial year as
required by the Public Procurement and Disposal Act, 2005 and regulations thereof.
It is not clear how the need and the suppliers were identified in the absence of a pre-
qualified list of suppliers and procurement plan.

Further, included in property, plant and equipment balance of Kshs.2,675,649,284 as
at 30 June 2017 is additions of Kshs.123,142,111 net of work in progress acquired in
2015/2016. The additions’ balance of Kshs.123,142,111 included furniture and
fittings of Kshs.3,183,618. Audit examination of the list of furniture and fittings
revealed that the balance included among others items like curtains, napkins,
mattresses totaling Kshs.2, 564,718 which do not qualify to be classified as property,
plant and equipment as per International Public Sector Accounting Standards 17.

2.9 Project Management Fees

As previously reported, property, plant and equipment balance amounting to
Kshs.2,675,649,284 (2015/2016- Kshs.2,718,357,233) include work in progress
balance of Kshs.42,717,651 (2015/2016 - Kshs.21,845,298) which included
payments to various university staff amounting to Kshs.17,425,066 referred to as the
project management fees. However, it is not clear and the management has not
explained the basis for the payments and the supporting payment documents were
not availed for audit verification during the current audit.

In addition, as previously reported, included in property, plant and equipment balance
of Kshs.2,675,649,284 (2015/2016- Kshs.2,718,357,233) is work in progress
balance of Kshs.42,717,651 (2015/2016 — Kshs.21,845,298). Work in Progress
includes an advance payment of Kshs.1, 802,697 for library detective system.
However, the audit revealed that the work had not been completed, although
according to the agreement dated 12 February 2014, the work was supposed to have
been completed within 1 %2 months from the date of signing the agreement.

2.10 Perimeter Fence

As previously reported, included in property, plant and equipment balance of
Kshs.2,675,649,284 as at 30 June 2017 is a balance of Kshs.42,717,651 in respect
of Work in progress. The work in progress balance of Kshs.42,717,651 include
expenditure amounting to Kshs.6,930,750 as at 30 June 2017 for the construction of
a perimeter fence on Gotani land in Kaloleni. However, records available indicate
that the project was abandoned due to inability of the university to process ownership
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document for the land donated by Kaloleni CDF. It was not clear why the university
commenced fencing of land to which it had no title. In addition, the probable costs
resulting from legal suits for termination of the contract have not been quantified and
determined in these financial statements. The public did not realize value for money
from the abandoned project.

In the circumstances, the ownership, accuracy, propriety and completeness of
property, plant and equipment figure of Kshs.2,675,649,284 as at 30 June 2017
could not be confirmed.

2.11. Fully Depreciated Assets

As reported in the year 2015/2016 audit report, property, plant and equipment with
total cost of Kshs.117,102,254 were fully depreciated and there was no evidence that
they had been revalued as at 30 June 2017. Therefore, the economic value of these
assets has not been accounted for in these financial statements as they are carried
at nil value contrary to International Public Sector Accounting Standards No. 17.

Consequently, the accuracy, propriety and completeness of property, plant and
equipment figure of Kshs.2,676,649,284 as at 30 June 2017 could not be
ascertained.

3.0 Long-term Investments
3.1 TUM Enterprises Limited

The statement of financial position reflects long term investments balance of
Kshs12,324,338 as at 30 June 2017 which includes an amount of Kshs.5,571,938 in
respect of investment in TUM Enterprises Limited. The Memorandum and Articles of
Association for the Company incorporated on 7 August 2013 indicates that the
Company has an issued share capital of Kshs.510, 200 comprising of 5,102 shares,
5,100 directly owned by Technical University of Mombasa and two (2) are owned by
the University through the Vice-Chancellor and a council member. The management
presented financial statements for the year ended 30 June 2016 that had been
audited by a private auditor who was not appointed by the Auditor General contrary
to Section 47 of Public Audit Act 2015.

Under the circumstance, the accuracy and validity of the investment balance of
Kshs.5,571,938 as at 30 June 2017 could not be ascertained.

3.2 Fixed Deposit National Bank of Kenya

Note 20 to the financial statements for the year ended 30 June 2017 reflects fixed
deposit at National Bank of Kenya amounting to Kshs.1,752,400. However, the
supporting documents availed for audit review supported an amount of
Kshs.1,275,000 resulting to unexplained variance of Kshs.477,400.

Report of the Auditor-General on the Financial Statements of Technical University of Mombasa for the year
ended 30 June 2017



Consequently, the accuracy and completeness of fixed deposit at National bank of
Kenya balance of Kshs.1,752,400 for the year ended 30 June 2017 could not be
confirmed.

4.0 Receivables from Exchange Transactions
4.1 Student Debtors

The receivables from exchange transactions balance of Kshs.72,762,827 as at 30
June 2017 are student debtors balances of Kshs.57,423,118 which increased from
Kshs.33,218,139 of previous year.

It was not clear why the student debtors increased tremendously and how the
management intends to recover these debts.

4.2 Guest Accommodation Debtors

Note 16 to the financial statements for the year ended 30 June 2017 reflects
Guest Accommodation debtors balance of Kshs.11,378,163 as compared to the
previous year balance of Kshs.7,192,748.

The management has not explained how it intends to recover these debts.
4.3 Provision for Doubtful Debts

The balance of receivables from exchange transactions of Kshs.72,762,827 as at 30
June 2017 is net of general provision for bad and doubtful debt amounting to
Kshs.35,410,246 which is 49% of the outstanding accounts receivable including staff
advances totaling to Kshs.345,914. However, there is no specific provision for the
impairment of debts that have been outstanding for very long period which may never
be recovered.

Consequently, the adequacy of the provision of Kshs.35,410,246 as at 30 June is
doubtful.

5.0. Receivables from Non-Exchange Transactions

Receivables from non-exchange transactions balance of Kshs.4,545,344 includes
other debtors amounting to Kshs.1,400,470 out of which Kshs.1,331,000 is a
receivable from staff as a surcharge in respect of payroll fraud perpetrated by the
concerned staff. However, the total amount that could have been lost out of the fraud
and hence recoverable from the concerned staff has not been quantified as forensic
audit has not been carried out.
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Consequently, the accuracy and completeness of other debtor's figure of
Kshs.1,400,470 as at 30 June 2017 could not be ascertained.

6.0 Other Creditors
6.1 Unpaid Pension

The other creditors balance of Kshs.134,214,905 as at 30 June 2017 excludes an
amount of Kshs.39,195,284 in respect of unpaid employer pension contribution
arising from the collective Bargaining Agreement signed between the management of
public universities and the trade union in April, 2014. The management, however,
deducted and remitted the employee contribution which effectively created an
obligation on the University to remit the employer’s contribution in line with the rules
of the pension scheme.

6.2. Long Outstanding Payables

The balance of other creditors of Kshs.134,214,905 as at 30 June 2017 includes long
outstanding payables amounting to Kshs.1,815,270 in respect of VAT retained,
unclaimed wages, CDF, other depositors, foreign examinations CILT and salary
advance refund. There was no satisfactory explanation as to why the debts had not
been settled.

6.3 Statutory Deductions

The other creditors balance of Kshs.134,214,905 as at 30 June 2017 includes
unremitted taxes amounting to Kshs.43,338,715 comprising of PAYE of
Kshs.39,385,391, VAT of Kshs.2,917,852, and withholding tax amounting to
Kshs.1,035,472 that were due and payable. The University runs a restaurant and is
registered for Value Added Tax and Tourism Development Fund. The management
has paid the Tourism Development Levy and amounts due to Kenya Revenue
Authority for the current year 2016/ 2017 though the arrears for the year 2015/2016 is
still outstanding. It is not clear and the management has not explained how the
amount of levy or tax payable including the penalties have been accounted for in
these financial statements.

Under the circumstance, the accuracy and completeness of other creditors’ balance
of Kshs.134,214,905 could not be ascertained.

7.0 Sports Activities Dean of Students

Note 10 to the financial statements for the year ended 30 June 2017 reflects sports
activities dean of students expenses amounting to Kshs.3,809,670. However, this
balance includes an amount of Kshs.1,091,120 in respect to subsistence allowance
whose supporting documents were not availed for audit review.
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Consequently, the propriety of sports activities dean of students expenditure of
Kshs.1,091,120 could not be ascertained.

8.0 Long Term Liabilities

Note 23 to the financial statements for the year ended 30 June 2017 reflects students
caution money amounting to Kshs.12,976,178. However, no supporting schedules
were availed for audit review.

In the circumstance, the accuracy and completeness of students caution money
balance of Kshs.12,976,178 could not be confirmed.

9.0 Professional Services Central Vote — Legal Fees

Note 8 to the financial statements for the year ended 30 June 2017 reflects
professional services central vote balance of Kshs.9,574,686 which was used in
payment of legal services provided to the University. However, no approval from the
Attorney General as required by the Circular No. AG/CONF/6/E/247 VOLII which
requires that State Corporations should get approval and authority from Attorney
General before incurring expenditure on legal fees.

Consequently, the propriety and completeness of professional services balance of
Kshs.9,574,686 could not be confirmed.

10.0 Financial Performance

The statement of financial performance reflects a deficit of Kshs.60,474,983 for the
year ended 30 June 2017, (2015/2016: deficit — Kshs.104,093,172). This results to
accumulated losses of Kshs.181,544,405 in the statement of financial position as at
30 June 2017. The continued operations of the University as a going concern is
dependent on financial support from the government and creditors.

The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). | am independent of Technical University of Mombasa in
accordance with ISSAI 30 on Code of Ethics. | 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. |
believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified 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. Except for the matters described
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in the Basis for Qualified Opinion and Other Matter section of my report, | have
determined that there are no Key Audit Matters to communicate in my report.

Other Matter

1. Budgetary Control and Performance

1.1 Internally Generated Income

The management had budgeted to collect

internally generated

income of

Kshs.982,367,444. However, the actual collection during the financial year was
Kshs.796,360,420 resulting to an under-collection of Kshs.213,007,035 or 1.3%.

The management has not explained why it could not meet its revenue collection

target and how it intends to recover the shortfall.

1.2 Unauthorized expenditure

The management budgeted to spend Kshs.113,825,380. However the actual
expenditure was Kshs.123,599,800 thus resulting to unauthorized over expenditure
of Kshs.9,774,420 as listed below.

Approved Actual Over

Budget Expenditure Expenditure

Kshs KShs Kshs

Medical Insurance 85,000,000 87,098,916 2,098,916
Responsibility

Allowance 14,000,000 14,971,000 971,000
Non Practising

Allowance 2,500,000 2,652,000 152,000

Telephone Allowance 7,500,000 7,939,960 439,960

Acting Allowance 825,380 1,079,058 253,678

Hardship Allowance - 941,140 941,140

General insurance 4,000,000 8,917,726 4 917,726

TOTAL 113,825,380 123,599,800 9,774,420

The over expenditure of Kshs.9,774,420 required approval by the council but no
evidence was availed for audit verification..
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The management has not explained why it overspent on the budget in the above
items most of which are allowances.

1.3 Budget Absorption

The University had a total recurrent budget of Kshs.1,663,512,857 voted for the
financial year 2016/2017 while actual expenditure amounted to Kshs.1,476,237,372,
resulting to under-absorption of Kshs.187,275,485 or 11% of the budget as
summarized below:

Item Actual Under Under
Szzrz\ﬁzshs ) Expenditure Absorption in | Absorption
9 ) | (Kshs.) (Kshs.) (%)
Personal o
Emoluments 1,062,665,302 | 1"004.356,739 158308653 | 5%
Council o
Expenses 20,000,004 13,541,977 6,458,027 32%
Operating/
Administration 186,646,559 82,266,237 31%
expenses 268,912,796
Teaching o
expenses 275,834,657 239,800,000 36,034,657 13%
Students o
welfare 14,100,000 13,690,778 409,222 3%
Repairs and o
Maintenance | 22,000,008 18,201,319 | 3,798,689 17%
Total 1,663,512,857 1,476,237,372 | 187,275,485 11%

The University had an overall under-utilization of the budget amounting to
Kshs.187,275,485 or 11% thus negatively affecting the delivery of goods and
services to the student and staff of the University.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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 such 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.

In preparing the financial statements, management is responsible for assessing the
University’'s ability to continue as a going concern/ sustain services, disclosing, as
applicable, matters related to going concern/ sustainability of services and using the
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applicable basis of accounting unless the management either intends to liquidate the
University or to cease operations, or have no realistic alternative but to do so.

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.

Those charged with governance are responsible for overseeing the University’'s
financial reporting process.

Auditor-General’s Responsibilities for the Audit of the Financial Statements

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
ISSAls 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.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgment and maintain professional skepticism throughout the audit. | also:

e 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.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Technical University of
Mombasa's internal control.

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

e 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
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doubt on the Technical University of Mombasa’s ability to continue as a going
concern or to sustain its services. If | conclude that a material uncertainty exists, |
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 Technical
University of Mombasa’s to cease as a going concern or to continue to sustain its
services.

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.

Obtain sufficient appropriate audit evidence regarding the financial information
and business activities of the Technical University <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>