REPUBLIC OF KENYA

OAGH

OFFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

REPORT

‘OF

| i R TV
D -’1@/\ Orjer,
= }“07\« Wl

ﬁ&‘ﬁ’NERAL

5t §
:

ON
UNIVERSITIES FUND
FOR THE YEAR ENDED
(B 30 JUNE, 2023
il
ﬁ#







29 SEP 71

NCIPAL SECRETARY DFFICE

il

FENSYRENNS
ARERRE S
b

9 SEP 2623

Tor GENERANNUAL REPORT AND FINANCIAL
00100, NAIROBI STATEMENTS

RISTRY

9 SEP 2023 i
R THE FINANCIAL YEAR ENDED 30TH

c E 1V = Bljune 2023

Prepared in accordance with the Accrual Basis of Accounting Method under
the International Public Sector Accounting Standards (IPSAS)






THE CHIEF EXECUTIVE OFFICER.............ccccunnnnimmnimnnmiiisssiisssmesssssssisssessansanss Xix

T OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR FINANCIAL
5 T T — xxiii

E-GDYERNANCE STATEMEBNT ..o s s s XXV
ENYIHSCUSSION AND ANALYSES. o coanmumemssrommsssms s i s s ais s XXX
ENTAL AND STISTAINABILITY REPORTING: ...ccnammsnumssmswmesimmesiosismsinisasii XXXVii

THE BOARD OF TRUSTEES ...ttt XXXiX

REPORT OF
UNIVERSIT

STATEMEN
STATEMEN
STATEMEN
STATEMEN
STATEMEN
NOTES TO
APPENDIX I

APPENDIX I

.................................

THE INDEPENDENT AUDITOR FOR THE FINANCIAL STATEMENTS OF THE
0 UMM wcuonionocnntons o A A O S S i xli
OF RENANCIAL PERPORMAMCR. ..ot mmsms s o i s s s i 1
OF TN AINCIAL POVGTTTIN 2i00mm00s35mm0 e s s a0 s A s oo 2
OPFQHANGES IN NET ASSETS .ommmummssumsssmssmonetksmmmomms o s e 3
OF CASHFLOW ...ttt ettt ettt ettt et ea e e s e 4
OF COMPARISON OF BUDGET AND ACTUAL AMOUNT ......ccoiiiiiiiiniiieee e 5
E FINANCIAL STATEMENT ...ttt ettt 8
RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES .................. 30
[: IMPLEMENTATION STATUS OF AUDITOR-GENERAL’S RECOMMENDATIONS..31

1l




ABBREVIATIONS AND ACRONYMS
AIA

CEO
CS

DUC

GoK

GSS

ICT

MDUC
MoE
OAG
PPE

PFM

SAGA
SDUE

UF

Appropriation in Aid

Chief Executive Officer

Cabinet Secretary

Differentiated Unit Cost

Financial Year

Government of Kenya

Government Sponsored Students

Head of Internal Audit

Information &Communication Technology
Kenya Revenue Authority

Maximum Differentiated Unit Cost
Ministry of Education

Office of the Auditor General

Property Plant and Equipment

Public Finance Management

Principal Secretary

Semi- Autonomous Government Agency
State Department for University Education

Universities Fund

v

ekt AR



q
{

v

¥

"

. RS T
ﬁ/ T
~ T
\" , M

R

P Wi

—_— S ~ A IR

4 """@. N T S A T

il " R H '< TH

s, f Wm0 S

\ LT T A T

.- N, L T e T

- W I TRE S T

o B " oS " Sy

~ W0 Sy S

o g W S0 i

S T N T N T

) ol T S TR R

Wy VYo S 9 < S 8 < S

MW Wy W LT N e ([T

’ S Wi W T RS 11T W ANt
Ll S W TR A T AT
BRI [T T A W ji _Hhm " i
N T T R AR TR A T

£ - S W wmame @ S W B
. Wi bl W e R T & " i
o W W Wm0 O Shoase 0 O 8




KEY ENTITY INFORMATION AND MANAGEMENT
a) Background information

The Universities Fund is a semi-autonomous government agency established
under Section 53 of the Universities Act, 2012.

b) Principal activities

The Universities Fund was established for purposes of financing universities in
Kenya. The Fund is managed by a Board of Trustees which has been in
operation since 2016. Section 54 of the Universities Act, 2012 mandates the
Trustees to develop transparent and fair criteria for allocation of funds to public
universities and issue conditional grants to private universities. In upholding
its mandate, the Trustees adopted the Differentiated Unit Cost (DUC) criteria
for allocating funds to public Universities in 2016 as provided for in the
Universities Act, 2012. The DUC funding model has been operational since
2017/2018 Financial Year (FY) in allocating funds touniversities.

Vision
Sustainable financing of Universities in Kenya for global competitiveness

Mission
To create and promote a robust participatory mechanism for financing
Universities in Kenya

Mandate

The mandate of the Universities Fund is to provide funds for financing
universities in Kenya. To successfully implement this mandate, its Board of
Trustees is required by the Universities Act to develop a transparent and fair
criterion for apportionment of funds to universities. The Board should also
develop resource mobilization strategies and raise funds to ensure sustainable
financing of universities. The Board established the Maximum Differentiated
Unit Cost as a basis of financing universities in Kenya.

Core Values

Integrity- committed to acting in an honest and accountable manner in all our
undertakings.

Professionalism - Embrace competence in all our undertakings.

Efficiency-Achieving optimum output from our resources.

Teamwork-Working together for a common purpose.

Transparency - Ensure accurate information on the board activities.
Accountability - Responsible for decisions and actions
Customer focus - Strive to meet and exceed customer expectation
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Key Management
To fulfll 1 s rategic objectives and mandate, the Fund is structured into six (6)
Departme s and two (2) Divisions directly answerable to the CEO as follows: -
L § Management Department;
1i. G ants Management Department;
1ii. Res gurce Mobilization and Partnership Department;
iv. orate Services Department;
V. qu oration Secretary and Legal Services Department;
Vi. Strategy, Planning and Compliance Department;
vii. Interna l Audit Division;
viii. Supply Chain Management Division.

d) Fiduciary Management

The key rh
had direct fic uciary responsibility were:

i— gement personnel who held office during the period under review and who

'No.
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gsistant Di tor Human Resources
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e) Fiduciary Oversight Arrangements
The Fund has|various fiduciary oversight arrangements comprising of the Board of
Trustees, Management committee and other stakeholders as follows:

1) Audiit and Risk Committee of the Board;

2) Finance Administration and General-Purpose Committee of the Board;

3) Pla g, Research and Resource Mobilization Committee of the Board,;

4) Budget Implementation Committee;

5) Tender Committee (Appointed from time to time);

6) The National Treasury;

1) Internal Audit Division; and

8) The Office of the Auditor General.

Vil




f) Fund Headquarters
Universities Fund

Hazina Trade Centre 5% Floor
Monrovia Street

P.0.BOX 28237-00100
Nairobi.

g) Fund contacts
Telephone: 0746737935
Email: info@ufb.go.ke
Website: www.ufb.go.ke
Facebook: universitiesfund
Twitter: @UFKenya

h) Fund Banker

Kenya Commercial Bank
A/C No. 1226783481
Kipande House

P.O Box 30012-00100
Nairobi, Kenya

National Bank of Kenya Limited
A/C No.01071243231200
Westlands Branch-Victoria Plaza
P.O. Box 1613-00606

Nairobi

i) Independent Auditors
Auditor - General

Office of the Auditor General
Anniversary Towers, University Way
P.O.Box 30084-00100

Nairobi, Kenya

j) Principal Legal Adviser
The Attorney General

State Law Office

Harambee Avenue

Box 40112, City Square 00200 Nairobi,Kenya
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'RUSTEES

Dr. Charles

ted as a Trustee of the Universities Fund Board on 28th July

Prof. Karuti Kanyinga was appointed as the Chairperson of the Universities Fund Board on 8%
July 2022. He has vast experience in the university sector and is renowned for his contributions
to scholarship and knowledge in govermnance and development. He is an accomplished
development researcher and scholar with extensive national and international experience and
exposure. He has published extensively on development and governance is renowned
particularly for his extensive research and publications on land rights; civil society and
development; ethnicity and development; and electoral politics and development. In addition
to this, he has experience in Monitoring and Evaluation of major development programmes, as
well as in tracking implementation of development programmes. He has led teams of project
managers and researchers in the delivery of large, complex multi-donor funded initiatives. He
has served as a resource person in the area of governance, project planning and implementation,
among others, for many intenational organizations including the World Bank, USAID and
other bilateral agencies. Further, he made intellectual contributions to the society through
participation in community development efforts as well as providing intellectual insights on
many national and international issues. He has served as a resource person in development
studies for many international organisations in Africa. He holds a PhD in Social Sciences,
International Development Studies (IDS), Master of Arts in Government and Bachelors of Arts
from the University of Nairobi.

2022. He is the Chairpe the Planning, Research and Resource Mobilization Committee
and a member o i isk Committee. Dr. Charles Kirimi is the Chairperson to the
Kenya Method ersity Council and therefore represents the interests of the university
sector in the es Fund Board. He is a former Chief Executive Officer of Chai Trading
Limited. He h: served in the position of Group General Manager at Kenya Tea
Development Ageng iod of four years. He has served in other leadership positions
in Mastermind (K) Taba Caltex Oil (K) Ltd and Pan Africa Insurance Company. Dr.
Charles Kirimi is ¢ in Business Management (Strategic Leadership) holds a Master
in Business Ad ation (Markerting) and a Bachelor of Commerce (Business
Administration). Helals a Post Graduate Degree in Business Management and a Post
Graduate Diploma in Advance Management Practices.
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Ms. Zipporah W. Mungai was appointed as a Trustee of the Universities Fund Board on

Tanzania. Ms. Zipporah W. Mungai holds a Master of Science in Finance and a Bachelor

of Commerce (Insurance). She holds other accolades such as Chartered Insurer, sociate

Prof. Mwanda O. Walter joined the Board on 1ST July 2019 as a Member of the Board
and reappointed as a member of the board on 28" July,2022. He is a chairperson of the
Audit and Risk Committee and a member of Planning, Research and Resource
Mobilization Committee and also a member of Finance, Administration and General-
Purpose Committee. He holds a Degree of Doctor of Medicine University of Nairobi, a
Bachelor’s of Medicine and surgery (MB ChB), Royal College of Pathologists,
Postgraduate course in Epidemiology and Biostatistics in Clinical Epidemiology and Bio
Statistics of John Hopkins University, Maryland USA. Postgraduate training in
Haematology and Blood transfusion at Kenyatta National Hospital and he is a full
professor of haematology and blood transfusion. He previously served as Chairman
Department of Human Pathology, Syllabus and Curriculum Development School of
Medicine University of Nairobi. Prof. Mwanda O. Walter was awarded an Elder of the
Order of the Burning Spear (EBS) and he is also a member of several professional bodies
nationally and also internationally. Before his appointment he was the Director University
of Nairobi Institute of Tropical and Infectious Disease.




Ameal Repori ar d Financial Statements
For the Year endva June 30, 2023.

Dr. Ken Nyaundi was appo' ted as a Trustee of the Umversmcs Fund Board on 28" Juiy 2022. He is
a member of the Pla :

Finance, Administ ation and General-Purpose Committee. He is the current Chairman of the Laikipia
University Council and therefore represents the interests of the university sector in the Universities
Fund Board. Dr. Kén Nyaundi is an Advocate of the High Court of Kenya with experiencing spanning
over three decades. He is a Fellow of the Chartered Institute of Arbitrators, an expert in Alternative

Dispute Resolut : a member of the Chief Justice’s Mediation Accreditation Committee.
He serves as a | er of Marende and Nyaundi Advocates. Dr. Nyaundi has undertaken
extensive cons ivate and Public International Law, Governance, Devolution, Wildlife
Conservation, R d Administrative of Justice. He has also served the public and private
sector by holdi ership positions. Dr. Nyaundi holds a PhD in Public International Law,
a Masters of International law and a Bachelors of Law. He also holds a Diploma in

Mrs Diana Mutisya joined the Board on 1st October,2021 as a PS Representative State Departmen
University Education & Research. She is a Member of Planning, Research and Resource Mobiliz
Committee,Audit &Risk Committee and a member of Finance Administration and General-Pur
| Committee of the Board.Mrs Diana Mutisya is a Financial Analyst and currently working with the
Department for University Education & Research.

Mrs Diana Mutisya holds a Masters degree in business Administration {MBA}(Finance optio
Kenyatta university, a degree in Busmess Admmlstranon ( Accounting and Fmanoe option) at K

1 Resources, Strategic Leadershlp Development Programme from KSG, Public Finance Manage
- | Course from KSG, Senior Management Course from KSG.

:"": In addition, Mrs Diana Mutisya has successfully completed an Effective Board & Board Audit Comn
~ |and Internal Audit Function training from Institute of Internal Auditor Kenya and induction progra:

~IMrs Diana Mutisya further holds a Certification from the Kenya School of Government on Corp
Governance and other various relevant short courses obtained both locally and outside the country.

| She has a wealth of experience in Government functions and operations for over 40 years.She has a w
experience of over 40 years in the Public Service.
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BOARD COMMITTEE

Board of Trustees Committees

The Board of Trustees has delegated its authority to the standing Board Committees to enable it carry out its mandate
effectively.
The Board Committees operate under set terms of reference.

These Committees 4’13 as follows:
NAME OF THE COMMITTEE | COMMITTEE MEMBERS

Audit and Risk Committee 1. Prof. Walter Mwanda — Chairman

2. Dr. Charles Kirimi Mbui - Member

3. Ms. Diana Mutisya — Temporary Member (PS Alternate
responsible for university education)

4. Lynne Nyongesa (PS Alternate responsible for National

‘ Treasury)
Finance, Administration and 1. Dr. Ken Nyaundi — Chairman
Genera ose Committee 2. Ms. Zipporah Mungai — Member

3. Ms. Diana Mutisya - Member (PS Alternate responsible for
; | university education)

{ 4. Lynne Nyongesa (PS Alternate responsible for National

' Treasury)

Dr. Charles Kirimi Mbui - Chairman

Prof. Walter Mwanda - Member

Dr. Ken Nyaundi — Member

Ms. Zipporah Mungai — Member

Ms. Diana Mutisya — Member (PS Alternate responsible
for university education)

Planning, ese:;ih and
Resour . obilization

Commi

ad ol o
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Annual Report and Financial Statements
For the Year ended June 30, 2023

KEY MANAGEMENT TEAM

Mr. Geoffrey Monari joined the Fund as the Chief Executive Officer and Secretary to the Board
of Trustee on 1st December,2020. He holds a Bachelor’s degree in Commerce ar a Master’s
degree in Business Administration from Jomo Kenyatta University of Agricu and
Technology. Mr Monari has over 20 years working experience in various positions at the Higher

oversees the Documentation, Lending, Institutional Relations and Debt @
departments since March 2016. He is a member of the Institute of Directors of
Non-Executive Director at the Institute of Economic Affairs.

Mr. Nelson Kwamini joined the Fund as the Deputy Director on Ist August,2022. He is the
Head of the Resource Mobilization and Partnerships Department. Prior to his appointment
he was the County Chief Officer in charge of Trade, Industrialization and Co-operatives,
BusxaCounlyGovunmem.memlhasover 12 years working experience in Senior
Management positions in Banking and Government. Kwamini is a graduate of Kenya
SchoolofGomnmentwiﬂaSLDPandSMerﬁﬁcaﬁes He is a full member of Kenya
Institute of Management and member of the Institute of Directors of Kenya.

HeholdsnD:p!omamBusmmMmagunem&mn&eUnivmityomeobLBachmrs
degree in Science from Kenyatta University and a Master’s Degree in Business

Administration {Strategic Management Optio] from Jaramogi University of Science and
Technology. He is pursuing his PhD in the same field.
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CHAIRMAN’S STATEMENT

“This annual report highlights the Fund’s
performance for the period giving an
opportunity to celebrate our success and
at the same time Iidentify areas of
improvement. I am delighted to report
that the Universities Fund made great
strides towards ensuring that the Fund
delivers its mandate.

Introduction

I am pleased to present to you, on behalf of the Universities Fund, Board of Trustees the Annual Report
and Financial Statements of the Universities Fund for the Period ended June 30, 2023. This annual
report highlights the Fund’s performance for the period giving an opportunity to celebrate our success
and at the same time identify areas of improvement. | am delighted to report that the Universities Fund
made great strides towards ensuring that the Fund delivers its mandate.

Universities Fund Mandate
The Universities Fund is established under the Universities Act of 2012 No. 42 Section 53 and was
mandated to finance universities in Kenya. The Universities Fund taKes cognizance of the critical role it
plays in the university sector. In support of this, the Universities Fund has successfully implemented the
first Financial Year of its 2021-2026 strategic Plan. The Strategic Plan is structured around four (4)
pillars. These are:
i.  Sustainable financing and stewardship;

ii.  Customer focus;

iii.  Institution building and innovation; and

iv.  Developing and growing our people
The Universities Fund has implemented various initiatives in line with the Strategic Pillars through the
following:

___Human Resource Capacity Building

. The first cohort of permanent and pensionable staff}omed in .Iuly 2022. Currently, the Fund has 32 staff.

S T sy hcant achivedment 1otTlhe ¥ and: wmiic ser thie stage for contmued progress and success’ip
fulfilling iis mandate of financing universities in Kenya.

-~

= Development of iniraStructure
— ——Hhelmiversities HmnTxas developed cutting adge dCT infrastiucture to.strsamiing i8S fUnGlERS MO 6B+ i
ﬁ U _LllLthe unjversifies FJms!mgpmcesq ihe. tnllnw-ng systems haye been.put.in place: Data Mana
fronn A naiunBysiones, PDaidAaalytteat Tool and Dula Tealer.
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Development of key Policies

The Universities Fund has endeavoured to achieve its mandate and meet the expectations of its

stakeholders by putting efforts towards achieving sustainable financing of universities in Kenya. This
itated the development various key policies.

g performance-based funding

as incorporated performance-based funding in the draft Universities Funding Framework as
ding parameters. This initiative is intended to reward universities for efficiency in

arch, community service, post-graduate programme and encourages competition among
ich will stimulate the evolution of centers of excellence. The World Bank has committed
e Universities Fund 400 Million USD to implement this model. The discussions are still
ding the funding parameters.

teaching, rese
universities
to support t
ongoing rega

Higher Education Financing Reforms

The President appointed a taskforce to review and recommend transformative reforms for the education
sector. The Universities Fund played a critical role in the review of the higher education financing
model. Based on the recommendations of the Universities Fund, the Government has reformed higher
education funding from institution based to student based. This was informed by the financial challenges
that were being faced by the sector which saw the Government shoulder an ever-growing financial
burden to finance higher education institutions.

obilization

of the Universities Fund is to provide funds for sustainable financing to universities in
el Universities Fund Strategic Plan, resource mobilization has been identified as a key

t towards sustainable financing of university education. To achieve this, the Fund has

Resource

erships for resource mobilization purposes. The following projects are in progress:

a) riends University and Vihiga County Government to establish a Climate Change Center

b) C ounty Government and Maseno University with the focus being climatic action and waste

c) and Global Employment Challenge with the focus being scholarship linkages.

d) tive Bank with the focus being Climate action, Solar energy, waste management, and
hostels.

e) CPF with the focus being Hostels and Infrastructure projects.

Challenges

The Universities Fund faced the following challenges in the implementation of its mandate of financing

universities

a) Non-operationalization of the Universities Fund
The Universities Fund is yet to be operationalized. The Board so far has been apportioning funds to
universities and issuing advisories on the financing of universities. The Ministry of Education has been
carrying out the disbursement of the apportioned funds.
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b) Low staff remuneration
The Universities Fund salary scale is very low and does not fairly remunerate staff for the services
rendered. This is currently being renegotiated with SRC.
¢) Data Management
The Universities Fund faces the challenge of university data management. The Fund heavily relies on
the universities and the Kenya Universities and Colleges Placement Service (KUCCPS) for student data.
d) Resource Mobilization
The Universities Fund is still building its capacity to carry out intensive resource mobilization to
augment funding provided by the Government.
e) Poor Organizational Visibility
The Universities Fund mandate is yet to be appreciated by the public, stakeholders and potential partners
and donors.
f) Inadequate University Funding
The Government has increased access to universities however it has not provided adequate funding to
sustain quality university programmes.

Compliance

During the period under review, the Board of Trustees ensured that the Universities Fund is in
compliance with all statutory financial requirements by ensuring that the Financial Year 2022/2023
Quarterly financial report and statements was approved and forwarded as per the Public Finance
Management Act, No. 83 of 2012.

Commitment

The Universities Fund is committed to ensuring equal access to quality and relevant university education
as well as enhancing funding to support the programmes under the Bottom-UP Economic
Transformation Agenda in Universities. In light of the Fund’s strong performance, the Board of Trustees
is optimistic about the resilience demonstrated this far to create increasing value and better outcomes for
our stakeholders in future. I have no doubt that the Universities Fund team is experienced enough to
make the next Financial Year 2023/2024 another year of success.

On behalf of The Universities Fund, | express my sincere gratitude to the Government of Kenya, our
parent Ministry of Education, the University education sector in Kenya and other stakeholders for their
support and partnership which has been invaluable during the period.

Finally, | wish to thank most sincerely my fellow Board members whose invaluable insights and
contribution was key during the Financial Year and also the staff of the Universities Fund whose
contribution on a daily basis helps us to execute the strategy set out by the Board. As a Board, we
continue to build an organization that is responsive to the needs of its stakeholders and that can achieve
the mandate placed on it by the people of Kenya.

PROF. KARUTI KANYINGA
CHAIRMAN, BOARD OF TRUSTEES
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Introduction
It is my plea!
activities for t
Fund (UF), I

achievement

:
4
The growth of
Secretariat t¢

to report are

KEY ACTI)

5U

F THE CHIEF EXECUTIVE OFFICER

The Management of the UF has been committed in laying a strong
foundation for the successful implementation of the Universities Fund
mandate. This has been evidenced by the annual report and financial
statements of the Universities Fund for the year ended 30 June, 2023.

ire to present the annual report and financial statements and an overview of the Fund’s
he year ended 30 June, 2023. On behalf of the management and staff of the Universities
m honoured to be part of this service-oriented organization deter-mined to ensure the

f its mandate.

the Universities Fund has been on an upward trend in particular the capacity of the

carry out its mandate as directed by the Board of Trustees. The key activities I would like

tlined as follows:

TIES

The followin

Implement

are the key activities undertaken by the Universities Fund thus far:

on of the Universities Fund 2021-2026 strategic Plan

The UF developed its 2021-2026 Strategic plan. The strategic plan is an important document that

articulates t
The Strategi
L]

Custon
e Instit
e Develc

The Financial

ambitions, values and goals that will guide the Fund in the next five years.

lan is structured around four (4) pillars.

Sustainable financing and stewardship.

ner focus.
ion building and innovation.
)ping and growing our people.

Year under review is the first of the Fund’s Strategic Plan (2021-2026) implementation.
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Human Resource Capacity Building

Currently, the Fund comprises 32 staff members. This accomplishment holds considerable importance,
as it lays the groundwork for sustained advancement in carrying out its mission to financially support
Kenyan universities. Notably, this achievement has led to the operationalization of crucial departments
within the Universities Fund, including Resource Mobilization, Grants Management, Corporate
Communication, and Human Resources.
1* Biennial Universities Funding Conference
The Universities Fund successfully held the 1% Biennial Universities Funding Conference which
attracted the participation of various stakeholders across different sectors. Various reforms that
emanated from the conference formed part of the considerations for the higher education reforms.
Performance Management
The Universities Fund has embraced performance management and actions that allow for the
maximization of the performance of employees at the Fund. The UF has integrated a performance
management system which provides employees with a clear understanding of job expectations; regular
feedback about performance; advice and steps for improving performance; rewards for good
g - --'- - perterfnarnice; and Sanchons tor poot pericimance.
mm‘"' of the Unjversities Twid Data-Management System - ... ..o o0 v
— ies Fund has successfully developed a data managerent system known as the Universities
———E&nd—Dat Management Infaemation. System (UFDMIS). This sysfern. gathers vital information from

government -funded universities in Kenya, including details about 500,000 students and their study
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tools as a cyb

Relocation

The Fund mo
business atfnc
benefits, such
will facilitate

strengths to p

d
ISO certiﬁca[inn

The Fund has
been carried o
milestone wil

recognition an

FINANCIAL

&

Vi

i

ine the status of projects funded by Government in universities.

tools

st valuable asset to the UF as it helps in predicting trends, analysing performance,

falls and opportunities, and much more. In this regard, the UF has acquired the following
r security measure:

¢ Implementation of a Next Generation Firewall (NGFW)
e Data Centre Redundancy Components and Network Equipment
ERP Redundancy in the Cloud

ed its offices to Hazina Trade Centre, a more fitting and accessible space with a modern

here that appeals to both staff and stakeholders. The new location presents several
s enhanced work coordination due to its proximity to key stakeholders. This closeness
proved collaboration, efficient resource sharing, and the utilization of our collective
vide better services to our stakeholders.

undertaken the ISO 9001:2015 certification process. Two external audits have already

by KEBS and the feedback has been positive towards certification. This significant
ot only streamline operations within the Fund but also enhance its international

visibility, making it more appealing to potential donors and stakeholders.

ERFORMANCE

The financial
the Fund depe
The Fund’s rel

received in the

Board appro

1
National Ban

donations of k

period under ri

itrformancc for the period under review was mainly impacted by the Government, since
ed fully on financial grants provided by the Government of Kenya for its operations.
eived a total disbursement of Kes 274,525,812 compared to Kes 244,525,812

Financial Year 2021/2022 which shows an increase of Kes 30,000,000. Following the

C

l

, the Fund invested part of its disbursements with KCB Fixed deposit account and
of Kenya which yielded total interest of Kes 5,362,277.In addition the Fund received
es 2,900,000 and insurance recoveries of kes 113,400. The Fund total receipt for the

eview was kes 282,901,489.
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The Fund’s total expenditure in the period under review amounted to Kes 265,443,307 which was 96.69
% of the total approved budget for the period.

It is also good to note that Fiscal discipline was observed during this Financial Year with all our
expenditure being within the approved budget.

The Fund is dedicated to improvement of quality, efficiency, and service delivery to ensure stakeholders

satisfaction.

[ would finally like to express my special thanks to the Government for the opportunity to serve
Kenyans, the Board of Trustees for selfless contribution, guidance, and invaluable support, the
Secretariat for working round the clock to deliver the mandate of the Fund and all the stakeholders for

their cooperation.

GEOFFREY MONARI
CHIEF EXECUTIVE OFFICER



STATEMENT OF PERFORMANCE AGAINST PREDETERMINED

OBJEC Ii’ ES FOR FINANCIAL YEAR 2022/23

The UF developed a Corporate Work Plan for the FY 2022/2023 which was anchored on the UF
Strategic Pillars. This was cascaded to departmental workplans and individual staff balance score cards.
The key following activities and targets were met during the Financial Year

Strategic Objective 1.1: Grow funding to Universities Fund

Strategic -- ective 1.2: Diversify the portfolio of funding available to the Fund

Strategic Objective 1.3: Enhanced stewardship of funding and assets

Strategic Objective 3.1: Leverage information, communication, and technology (ICT) for effectiveness
Strategic Objective 3.2: Strengthen the research, monitoring and evaluation function in the Fund
Strategic g ective 3.3: Codify standards, policies and procedures to streamline processes

Strategic a; ective 3.4: Establish offices and facilities for the Fund

Strategic Objective 4.1: Adequately staff the Fund

Strategic 8 ective 4.2: Enhance team engagement and culture

Strategic Objective 4.3: Embed leadership, learning and development

In refere?e to Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 which
requires the accounting officer to include in the financial statement, a statement of the Fund’s
performah against predetermined objectives.

The Fund achieved its performance targets set for the Financial Year 2022/2023 period, as indicated
in the diagram below:

Objective
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Appointment and Removal of Directors and Succession Plan

The Universities Fund is managed by a Board of Trustees. The Universities Fund, Board of Trustees
currently constitutes of seven members. Provisions of Section 54(1)(c) and 54(3) as read together
with Section 6(1) of the Universities Act, 2012, provide the manner in which the members of the
Universities Funding Board are to be appointed.

Training

The Universities Fund and Board undertook various trainings on Audit and Risk as well as Risk
Management in Mombasa. This training improved its capacity to perform its oversight role over the
operations of the Secretariat as well as incorporate Risk Management in strategic planning.

Ethics and Conduct and Governance Audit

The Universities Fund, Board was not able to carry out an Ethics and Conduct and Governance Audit
due to insufficient financial resources and human resource personnel. The Board has however
engaged the relevant stakeholders seeking for support to operationalize some its key functions. It is
expected that this audit will be carried out in the Financial Year 2022/2023.

Board remuneration

The Trustees remuneration and/or payable allowances are guided by the Salaries and Remuneration
Commission circulars and policy guidelines. Details of Board and committee allowances are included
in these financial statements.

Conflict of interest and Declaration of interest

The Universities Fund, Board Trustees are obligated to inform the Board or the Chairman, as soon
as the member becomes aware of any conflict or potential conflict of interest, which that member
may have in relation to any transaction or matter relevant to UF or its business. Unless the Board
decides or the law requires otherwise, the member shall not participate in the deliberation and
decision on that transaction or matter.

This is a recorded in the Board Minutes and Conflict of Interest Register as deemed appropriate.
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ii.

iii.

v.

Vi.

vili.

CORPORATE GOVERNANCE STATEMENT

Corporate gbvernance is the process and structure used to direct and manage the affairs of the Board.
At the Universities Fund, the Board aims to help build an environment of integrity, transparency,
teamwork, a¢countability and customer focus. This is to facilitate the Fund’s vision towards financial
sustainability of Universities in Kenya and Provide control systems commensurate with the risks involved.
a) Roles and Functions of the Board
The Board of Trustees is responsible for policy formulation and direction and charting out the road map
for goal attainment including plans of actions for the Fund. The Board of Trustees attach great importance
to the need to conduct the activities of the Fund with integrity, professionalism and in accordance with
generally a¢cepted international corporate practice.
The Trustegs are responsible for the management of the affairs of the Fund which are to:
Advise the Cabinet Secretary in matters of university education financing and related policy issues;
In consultation with the Cabinet Secretary, develop a transparent and fair criterion for allocation of
funds to public universities and issue conditional grants to private universities;
Apportion funds to public universities and issuance of conditional grants to private universities in
accordance with the criteria established;
In co jl tation with the Chairpersons of Councils of public universities, propose and establish for
approval by the Cabinet Secretary and the Auditor-General the maximum Differentiated Unit Cost for
the programmes offered;
Establish the Minimum Discipline Differentiated Remuneration (MDDR) for academic staff of
universities, which shall be fair and globally competitive, and advise the Government accordingly;
Mobilize and receive funds for purposes of the Fund from the Government, donors, and from any other
source; and
Exercise any other power for the better performance of its functions under the universities Act, 2012.

The Act alsp provides that the Board of Trustees may invest any unutilized balances in the Fund in such
manner as|trustees may lawfully invest public funds.

a) Board of Trustees Committees
The Board of Trustees has delegated its authority to the standing Board Committees to enable it carry out
its mandate effectively.
The Board Commiittees operate under set terms of reference.

These Committees are as follows:
(i) Audit and Risk Committee
Functions of the Committee are;
To participate in the recruitment & selection process of the HIA. To drive the assessment of the
performance of the HIA.
To examine internal and external audit reports and recommendations after management response to ensure
that action |is taken.
To facilitate implementation of all the recommendations from the Parliamentary Audit Committee and the
Public Investment Committee.

a) The Committee is responsible for communicating with the internal and external auditors. In its
oversight role, the committee focuses on: The changing financial reporting requirements;
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b)

<)
d)

€)

The changing business environment;

Audit findings and recommendations, including comments on controls;

Proposed audit scope and audit coverage and approaches with respect to complex and high risks
areas; and

Management response to specific audit recommendations.

During the period under review the Members of the Committee were:

1

2.
3.
4.

(i)

Prof. Walter Mwanda -Chairman

Dr. Charles Kirimi Mbui

Ms. Diana Mutisya (PS Alternate responsible for university education)
Lynne Nyongesa (PS Alternate responsible for National Treasury)

Finance, Administration and General-Purpose Committee

Functions of the Committee are;

a)

b)

¢)
d)

€)

f)

g)
h)

i)
i)
k)
D

Review and recommend the annual budgets for the Universities Fund to the Board of Trustees for
approval;

Review the Universities Fund budgetary performance on quarterly basis;

Review the Universities Fund annual report and financial statements;

Review the Universities Fund Annual Procurement Plans which should be aligned to the annual
budget;

Ensure establishment of procurement policies that promote sustainability, ethical standards and
best practice in accordance with the laws of Kenya;

Review the Universities Fund capital projects and monitor and evaluate their implementation;
Review the implementation of the Universities Fund strategic plan;

Review the staff establishment structures and their operational activities that will facilitate the
running of the Universities Fund;

Report quarterly to the full Board with their recommendations for ratification; and

Any other function allocated to the Committee by the Board.

Develop performance targets for top officials of the Universities Fund; and

Evaluate performance of senior staff of the Fund.

During the period under review the Members of the Committee were:

L
2.
3
4.

Dr. Ken Nyaundi — Chairman

Ms. Zipporah Mungai — Member

Ms. Diana Mutisya - Member (PS Alternate responsible for university education)
Lynne Nyongesa (PS Alternate responsible for National Treasury)
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ng, Research and Resource Mobilization Committee
the Committee are;

(iii)  Plan
Functions of

eriod under review the Members of the Committee were:
arles Kirimi Mbui - Chairman

(¢n Nyaundi — Member

Ms Zipporah Mungai — Member
Ms. Diana Mutisya — Member (PS Alternate responsible for university education)
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b) Board of Trustees Composition
The following table represents the Board composition and its three committees and chairs of each

committee.

¢) Board of Trustees attendance
Best practice requires that every Board member attends a minimum of 75% of all Board
meetings. Below is an extract from the attendance register for the Full Board meetings held in
the period under review:

N 11 K 8 + 8

N. B Kindly note that Mrs. Lynne Nyongesa became a board member after the first two meetings for
22/08/2022 and 20/09/2022 had already been held.
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Below is a summary of the members’ attendance of each of the committee of the Board:

Aug

and Risk Committee

a)

Vieml

aquring the

b) Finance Administration and General-Purpose Committee

umber

¢) Planning, Research and Resource Mobilization Committee

Viember Number
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.
iv.  Statem it of comparison of budget and actual performance

A comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is

presented in the statement of comparison of budget and actual amounts.

Fund’s compliirﬁce with statutory requirements

The Fund has cdfnplied with its establishing Act, that is, the Universities Act, 2012. It has also complied with
other legal requ:r'ements such as submission of statutory deductions to Kenya Revenue Authority (KRA) and
its internal poli¢ies and procedures. There are no instances of non-compliance that would lead to financial
loss |

Major risks facing the Fund

The Fund mainly| faces financial risks in its operations as detailed below. The Fund does not hedge any risks

but has in place arisk management framework that seeks to minimize any adverse effects that these risks may
|

' risk

pose to the Fun
i Fiducia
The Fund has e 4osure to fiduciary risk, which is the risk that an agent handling funds on behalf of a principal
will not live up to his/her full fiduciary responsibility. Fiduciary risk arises mainly from the possibility of the
funds entrusted to the fund by the government being mismanaged as well as the various advances given to
staff as standin f[mprests being inappropriately used. This could result to litigation cases and lack of value
for money. To cl unter this, the Fund has set out various policies as well as an internal audit function to ensure
that any mismanagement of funds is detected in due time.

ii. Liquid*}' risk management

Ultimate responsibility for liquidity risk management rests with the Board of Trustees, who have built an
appropriate liquidity risk management framework for the management of the Fund’s short, medium and long-
term funding arid liquidity management requirements. The Fund manages liquidity risk through continuous

e

monitoring of forecasts and actual cash flows. It is the Fund’s assessment that there was no liquidity risk in

the year under
iii.  Market risk
The Fund has p

view.

& in place an internal audit function to assist it in assessing the risk faced by the Fund on an
ongoing basis, levaluate and test the design and effectiveness of its internal accounting and operational
controls.
Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign
exchange rates :hich will affect the Fund’s income or the value of its holding of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, whilé optimizing the return. Overall responsibility for managing market risk rests with the Audit

and Risk Mana+¢ment Committee.

&
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The Fund’s Financial Probity and serious Governance Issues

There is no major financial improbity as reported by internal audit/Board of Trustees Audit committee,
external auditors or other National Government Agencies proving oversight.

Fund’s Compliance with Statutory Requirements

The Fund has complied with its establishing Act, that is, the Universities Act, 2012. It has also complied with
other legal requirements such as submission of statutory deductions to Kenya Revenue Authority (KRA) and
its internal policies and procedures. There are no instances of non-compliance that would lead to financial

loss
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I Sustainability strategy and profile

The UF seeks to take conscious and proactive use of processes that do not lead to the harm of people, planet,
or profit whilst leaving a positive impact. The processes used to achieve sustainability shall be reliable,
replicable, and measurable; any outcomes must be auditable, especially by outside scrutiny. This policy
shall cover all three periods: rectifying past mistakes; reducing or eliminating current problems; building
legacies for the future.

1. Environmental performance

The UF has developed a Corporate Sustainability policy to ensure long term business success while
contributing towards economic, social development, a healthy environment, and a stable society. By
adopting this pa chy, the UF seeks to formalise the CSP and to provide guidelines for the introduction,
development, midintenance and exercising of proactive economic, environmental, social management
processes, and p&ocedu:es in accordance with the UF commitment of sustainable financing of universities in
Kenya. |

iii. Emplopr,é welfare

The UF has developed Human Resource Policies which form a framework for making decisions on matters
relating to management and administration of an organization’s human capital, thus enabling an
organization to resolve human resource issues in a fair, objective, consistent and timely manner. The
Universities Fund has developed the following Human Resource instruments:

a) UF Approved Grading and Organisation Structure;

b) UF Approved Staff Establishment;

c) UF Approved Career Guidelines; and

d) UF Approved Human Resources and Procedures Manual

The policies are intended to inform, guide and provide an objective way of handling issues between UF and
its employees. | It provides details of the pertinent processes and procedures related to attraction, motivation,
retention and ?ﬁt of staff from the Fund. It also creates and maintains an environment where employees

and other persons are safe to transact official business. The overall objective of the manual is to streamline
our business processes and enhance controls in the management of human resources.

I
The UF endea ours to provide a healthy, safe and conducive work environment for its employees at all
times. It is explected that with the policies in place, many routine decisions and transactions will proceed
with minimal impediment.

iv. Market place practices-
The Fund is involved in the following in relation to responsible market place practices:

sible competition practice.

c; responsible competition practices with issues like anti-corruption, through the development

tve a corrupt -free organization. A whistle blowing policy has also been put in place to help

in reporting of corruption cases in the organization. fair competition and respect for competitors.

b Responsible Supply chain and supplier relations

The UF has a mays prided itself to maintaining high quality customer services. This includes honouring our
obligations suppllcrs and contractors. The UF highly regards the needs of its suppliers and therefore
makes payments in accordance with contractual agreements. This can be evidenced through reporting zero

& Res nL31ble marketing and advertisement
UF has maintained ethical marketing practices through its social media handles specifically Twitter,
Instagram, and Facebook in order to reach out to its stakeholders all over the country. UF has also been
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advertising its service including tender adverts through the centralized government advertising system under
the Government Advertising Agency.

V. Corporate Social Responsibility / Community Engagements

The UF makes a constant promise to operate with great regard to the quality of life of our employees, the
local communities where it operates and society at large. We are committed to do business in an ethical
manner which yields long-term, sustainable benefits for all our stakeholders. The UF has made strides to
contribute to Kenya's forest cover through various tree planting sessions in universities located in semi-arid
areas.
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. REPORT OF LE BOARD OF TRUSTEES

* The Board of Trustees submit their report together with the unaudited financial statements for the year ended
. . 30 June, 2023, which show the state of the Fund’s affairs.
i) Principa.‘ ilctivities
The principal activities of the Fund are to provide funds for financing universities in Kenya as prescribed by
the Universities Act No. 42 of 2012.
i) Results
The results of't iFund for the year ended 30 June, 2023, are set out from page 1 to 7. of the Financial
Statements.
iii) Board o J[rustees
The members o fhe Board of Trustees who served during the year are shown from page ix to xii of the
Financial Report.
iv) Auditors
The Office Aud’tt)r General is responsible for the statutory audit of the Fund in accordance with Article 229

of the Constitut?dn of Kenya and the Public Audit Act 2015.

By Order of the|Board

\
GEOFFREY l)NARI Signature Date.i.ﬂ‘.‘.l.lgkl

SECRETARY TO THE BOARD
|
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STATEMENT OF BOARD OF TRUSTEES’ RESPONSIBILITIES

As per the requirement of Section 81 of the Public Finance Management Act, 2012, the Board of Trustees of the
Fund has ensured preparation and presentation of the financial statements in respect of the Fund, which give a true
and fair view of the state of affairs of the Fund at the end of the Financial Year ended on June 30, 2023 and the
operating results of the Fund for that Financial Year 2022-2023. These Financial Statements are set out from page
1 to 7. The Board of Trustees ensure that the Fund keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Fund as well as safeguarding the assets of the Fund.

In doing this, the Board of Trustees has ensured the following:

(1) Maintenance of adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period;

(i)  Maintenance of proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the Fund;

(iii)  The designing, implementation and maintenance of 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)  The safety of assets of the Fund;

(v)  The selection and application of appropriate accounting policies; and

(vi)  Accounting estimates that are reasonable in the circumstances.

The Board of Trustees accept responsibility for the Fund’s financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity with
International Public Sector Accounting Standards (IPSAS), and in the manner required by the Public Finance
Management (PFM) Act, 2012. The Board of Trustees are of the opinion that the Fund’s financial statements give 2
true and fair view of the state of Fund’s trans- actions during the Financial Year ended June 30, 2022, and of the
Fund’s financial position as at that date. The Board of Trustees further confirm the completeness of the accounting
records maintained for the Fund, which have been relied upon in the preparation of the Fund’s financial statements
as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Board of Trustees to indicate that the Fund will not remain a going concerr
for at least the next twelve months from the date of this statement.

Approval of the financial statements
The Fund’s financial statements were approved by the Board on, 1§ fO‘Z ’ 2023 and signed on its behalf by:

Hhia o — Otz —

PROF. KARUTI KANYINGA GEOFFREY MONARI
CHAIRMAN, BOARD OF TRUSTEES CHIEF EXECUTIVE OFFICE
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DF THE AUDITOR-GENERAL ON UNIVERSITIES FUND FOR THE YEAR
JUNE, 2023

PREAMB

| draw your attention to the contents of my report which is in three parts:

A.

on the Financial Statements that considers whether the financial statements
y presented in accordance with the applicable financial reporting framework,
ting standards and the relevant laws and regulations that have a direct effect
inancial statements.

on Lawfulness and Effectiveness in Use of Public Resources which considers
ance with applicable laws, regulations, policies, gazette notices, circulars,

ified opinion does not necessarily mean that an entity has complied with all
s and regulations and that its internal controls, risk management, and
e systems are properly designed and were working effectively in the financial

inance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

je N

ted the accompanying financial statements of Universities Fund set out on
32, which comprise of the statement of financial position as at 30 June, 2023,
atement of financial performance, statement ‘of changes in net assets,
of cash flows ,statement of comparison of budget and actual amounts for the

| have au
pages 1 ¢
and the
statement

L L it

(
A
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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, the financial statements present fairly, in all material respects, the financial
position of Universities Fund as at 30 June, 2023 ,and of its financial performance and its
cash flows for the year then ended, in accordance with International Public Sector
Accounting Standards Accrual Basis and comply with the Public Finance Management
Act, 2012.

Basis for Opinion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAls). | am independent of the Universities Fund Management in
accordance with ISSAlI 130 on the Code of Ethics. | have fulfiled 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 opinion.

Emphasis of Matter

Delay in System Implementation

The statement of financial position reflects trade payables balance of Kshs.16,067,763
as disclosed in Note 19 to the financial statements. Included in the balance is
Kshs.2,070,000 in respect to payables for purchase of data analytic system. Review of
documents revealed that the contract was to run for sixty (60) working days from
22 April, 2022. At the time of audit in December, 2023, the system had not been fully
implemented and there was no evidence of extension of contract.

Delay in implementation of the system denies the Fund the benefits accruing from the
use of the system and may result in increased implementation costs associated with the
delay.

My opinion is not modified in respect of this matter

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 in
the year under review.

Report of the Auditor-General on Universities Fund for the year ended 30 June, 2023
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REPORT | ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and 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, | 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
Non-Compliance with Law on Mandate of the Fund

The statement of financial performance reflects expenditure on core mandate of
Kshs.12,999,570 as disclosed in Note 11 to the financial statements. As previously
reported, the Fund is mandated with advising the State Department for Higher Education
and Research on how to allocate and disburse funds to public universities. The Board of
Trustees are expected to establish a maximum differentiated unit cost that is used as a
basis for financing universities in Kenya. However, the Fund has not been allocating funds
to universities as required by Section 53(2) of the Universities Act, 2012 which states that
the object and purpose of the Fund shall be to provide funds for financing Universities.
Instead, the State Department for University Education and Research has been directly
financing all the Universities .

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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 comply, in all material respects, with the authorities that govern them.
| believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my conclusion.

REPORT| ON THE 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, except for the matter described in the Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance section of my
report, | confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Report of the Auditor-General on Universities Fund for the year ended 30 June, 2023
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Basis for Conclusion

1. Weaknesses in Accounting for Grants Transferred to Private Universities

Section 54(4) (a) of the Universities Act, 2012 requires the Fund Trustees to advise the
Cabinet Secretary on matters of university education funding and related policy issues.
Review of Records maintained the State Department for Higher Education and Research
indicate that during the year under review, an amount of Kshs.3,174,791,597 was
transferred to private universities for Government Sponsored Students (GSS). However,
the following weaknesses were noted in accounting for the funds: -

i. Amount of Kshs.42,831,697 was transferred in respect of capitation grants for one
thousand three hundred and sixty-one (1,361) students who were not placed by
the Kenya Universities and College Central Placement Services (KUCCPS).

i. Amount of Kshs.83,425,435 was transferred in respect of capitation grants for two
thousand and twenty (2,020) students who had stayed beyond the durations of
course programmes they were undertaking.

il. The transfer included amount of Kshs.2,897,573 which related to double payments
of capitation grants to sixty-six (66) students.

iv. The transfer included amount of Kshs.17,013,702 in respect of capitation grants
for three hundred and sixty-one (361) students who had already graduated.

V. The transfer included amount of Kshs.422,826 for twelve (12) students who had
deferred their studies or were on long academic leave.

In the circumstances, the effectiveness of the Fund Trustee’s function of advising the
Cabinet Secretary on matters of university education funding and related policy issues
could not be confirmed.

2. Lack of Gazette Notices for Representatives of The Principal Secretaries

Review of records maintained by the Fund revealed that the Board of Trustees includes
representatives (alternate members) of Principal Secretaries of The National Treasury
and State Department for University Education and Research. However, Gazette notice
to confirm the appointment of the representatives (alternate members) was not provided
for audit.

In the circumstances, the validation of representation of The National Treasury and State
Department for University Education and Research could not be confirmed.

The audit was conducted in accordance with ISSAIls 2315 and 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance

Report of the Auditor-General on Universities Fund for the year ended 30 June, 2023

4



were opq‘rating effectively, in all material respects. | believe that the audit evidence | have
obtained iis 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 controls as the 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 controls, risk management and overall governance.

In preparing the financial statements, the Management is responsible for assessing the
Fund's ability to continue as a going concern, disclosing, as applicable, matters related
to sustainability of service and using the applicable basis of accounting unless the
Management is aware of the intention to cease operations.

The 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, the Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply 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 Fund’s financial
reporting | process, reviewing the effectiveness of how the Management 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 contral 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.

Report of the|Auditor-General on Universities Fund for the year ended 30 June, 2023
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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, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall 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 ISSAls. 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 controls may not prevent or detect
misstatements and instances of non- compliance. 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
policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement 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 controls.

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 applicable 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 State
Department'’s ability 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

Report of the Auditor-General on Universities Fund for the year ended 30 June, 2023
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|
my a it report. However, future events or conditions may cause the Fund to cease
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.

|
Obtai$ sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.
Perfozﬂfn such other procedures as | consider necessary in the circumstances.

| commurll ate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in mternafControls that are identified during the audit.

| also prqbide Management with a statement that | 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 ap ||cab!e related safeguards.

Nairobi 1

29 Januah/, 2024

| |
Report of th% Auditor-General on Universities Fund for the year ended 30 June, 2023
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Performance Difference explanations (underutilization>10%)

Board expenses (18.9%)- Most of the board meetings were held virtually hence mileage and travelling cost for the board was not fully utilized
Membership and subscriptions (15.5%)- CEO Club membership budget was not utilized

Staff Welfare (13.9%)- The budget amount for the team building was not fully utilized.

Newspapers and periodicals (25.2%)- Due to changes in market prices, the newspapers and periodicals budget was not utilized as budgeted for.
Legal Fees (100%)- The budgeted amount under legal fees was not spent since its utilized as and when need arises.



NOTES TO THE FINANCIAL STATEMENT

1. GENERAL INFORMATION
The Universities Fund is established by and derives its authority and account
Universities Act, 2012 section 53. The Fund is wholly owned by the Government o
is domiciled in Kenya. The Fund’s principal activity is financing universities in Ke
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis exc
measurement at re-valued amounts of certain items of property, plant and equipment
securities and financial instruments at fair value, impaired assets at their estimated
amounts and actuarially determined liabilities at their present value. The preparatior
statements in conformity with International Public Sector Accounting Standards (IP
the use of estimates and assumptions. It also requires management to exercise judg
process of applying the Fund’s accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, -
functional and reporting currency of the Fund.

The financial statements have been prepared in accordance with the PFM Act 20
Corporations Act 2010, and International Public Sector Accounting Standards (I
accounting policies adopted have been consistently applied to the year presented.

3. Adoption of New and Revised Standards
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§ Eh.rly adoption of standards

The Fund did not early — adopt any new or amended standards in year ended 2023.

4. SU ARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Revenue recognition

) Revenue from non-exchange transactions
Fees, taxes and fines

The Fund recognizes revenues from fees, taxes and fines when the event occurs and the
asset recognition criteria are met. To the extent that there is a related condition attached
that would give rise to a liability to repay the amount, deferred income is recognized
instead of revenue. Other non-exchange revenues are recognized when it is probable
that the future economic benefits or service potential associated with the asset will flow
! to the entity and the fair value of the asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured
at fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic
benefits or service potential related to the asset will flow to the entity and can be
measured reliably. Recurrent grants are recognized in the statement of comprehensive
income. Development/capital grants are recognized in the statement of financial position
and realised in the statement of comprehensive income over the useful life of the assets
that has been acquired using such funds.

i) Revenue from Exchange transactions

Rendering of services

The Fund recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of
total estimated labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to
the extent that the expenses incurred are recoverable.

Sale of goods
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Revenue from the sale of goods is recognized when the significant risks and
ownership have been transferred to the buyer, usually on delivery of the good
the amount of revenue can be measured reliably and it is probable that the
benefits or service potential associated with the transaction will flow to the e

Interest income

Interest income is accrued using the effective yield method. The effective yiel
estimated future cash receipts through the expected life of the financial a
asset’s net carrying amount. The method applies this yield to the principal ow
determine interest income each period.

Rental income
Rental income arising from operating leases on investment properties is accot
a reducing balance basis over the lease terms and included in revenue.

b. Budget information

The original budget for FY 2022/2023 was ksh 274,525,812 as approved by t
Assembly on 24" June,2022. Subsequent revisions or additional appropriations
to the approved budget in accordance with specific approvals from the
authorities. The additional appropriations are added to the original budget by the
receiving the respective approvals in order to conclude the final budget. Acco
Fund recorded additional revenue of kes 113,400 from insurance recoveries, ke
from donations and kes 5,362,277 from investment from call deposits followin
approval.

The Fund’s budget is prepared on a different basis to the actual income and
disclosed in the financial statements. The financial statements are prepared on a
using a classification based on the nature of expenses in the statement (
performance, whereas the budget is prepared on a cash basis. The amounts in t
statements were recast from the accrual basis to the cash basis and reclassified by |
to be on the same basis as the approved budget. A comparison of budget and actt
prepared on a comparable basis to the approved budget, is then presented in the :
comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial st
also made for differences in the formats and classification schemes ador
presentation of the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in tl
of comparison of budget and actual amounts and the actuals as per the statemen!
performance has been presented under Appendix of these financial statements.

Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured ai
expected to be recovered from or paid to the taxation authorities. The tax rates
used to compute the amount are those that are enacted or substantively en:
reporting date in the area where the Fund operates and generates taxable incc
income tax relating to items recognized directly in net assets is recognized in n
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not in the statement of financial performance. Management periodically evaluates positions
taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.

o

erred tax

ey,

D
Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at
the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities, associates
interests in joint ventures, when the timing of the reversal of the temporary differences
be controlled and it is probable that the temporary differences will not reverse in the
eseeable future.

c
fi
Deferred tax assets are recognized for all deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses. Deferred tax assets are recognized to the
tent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can
utilized, except in respect of deductible temporary differences associated with investments
in controlled entities, associates and interests in joint ventures, deferred tax assets are
ognized only to the extent that it is probable that the temporary differences will reverse in
e foreseeable future and taxable profit will be available against which the temporary
differences can be utilized.

carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
extent that it is no longer probable that sufficient taxable profit will be available to allow
1 or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
essed at each reporting date and are recognized to the extent that it has become probable
t future taxable profits will allow the deferred tax asset to be recovered.

ferred tax assets and liabilities are measured at the tax rates that are expected to apply in
period when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date.
Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets.
' Deéferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists
to set off current tax assets against current income tax liabilities and the deferred taxes relate
to [the same taxable entity and the same taxation authority.

O ot
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Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

» When the sales tax incurred on a purchase of assets or services is not recov:
the taxation authority, in which case, the sales tax is recognized as part of
acquisition of the asset or as part of the expense item, as applicable

» When receivables and payables are stated with the amount of sales tax incluc

The net amount of sales tax recoverable from, or payable to, the taxation authority
as part of receivables or payables in the statement of financial position.

d) Investment property

Investment properties are measured initially at cost, including transaction costs. T
amount includes the replacement cost of components of an existing investment
the time that cost is incurred if the recognition criteria are met and excludes the ¢
to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at i
at the date of acquisition. Subsequent to initial recognition, investment pr
measured using the cost model and are depreciated over a 30-year period.

Investment properties are derecognized either when they have been disposed of
investment property is permanently withdrawn from use and no future economi
service potential is expected from its disposal. The difference between the 1
proceeds and the carrying amount of the asset is recognized in the surplus or d
period of de-recognition.

Transfers are made to or from investment property only when there is a change i

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depre
impairment losses. Cost includes expenditure that is directly attributable to the
of the items. When significant parts of property, plant and equipment are re
replaced at intervals, the Fund recognizes such parts as individual assets with sp
lives and depreciates them accordingly. Likewise, when a major inspection is p«
cost is recognized in the carrying amount of the plant and equipment as a replac
recognition criteria are satisfied. All other repair and maintenance costs are r¢
surplus or deficit as incurred. Where an asset is acquired in a non-exchange tre

nil or nominal consideration the asset is initially measured at its fair value.

14



]reciation of Property, plant and equipment
T

by |its Finance policy and procedures manual. No depreciation is charged on the Financial

a

e Universities Fund adopts reducing balance method in depreciating its assets as guided

Y‘l of purchase of the asset. The UF’s depreciation rates as per each asset classification are
ined below.

0

Table: Depreciation rates for non-current assets.

3}.'5:}1:1;;‘.H{s)-l rate

IF“T :ne:c leases are leases that transfer substantially all of the risks and benefits incidental to
ownership of the leased item to the Fund. Assets held under a ﬁnan.ce lease are capitalized
at the commencement of the lease at the fair value of the leased property or, if lower, at the
présent value of the future minimum lease payments. The Fund also recognizes the

associated lease liability at the inception of the lease. The liability recognized is measured as

¢ present value of the future minimum lease payments at initial recognition. Subsequent to
initial recognition, lease payments are apportioned between finance charges and reduction of
the lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognized as finance costs in surplus or deficit. An asset held
under a finance lease is depreciated over the useful life of the asset. However, if there is no

reasonable certainty that the Fund will obtain ownership of the asset by the end of the lease

term, the asset is depreciated over the shorter of the estimated useful life of the asset and the

ase term.
perating leases are leases that do not transfer substantially all the risks and benefits

idental to ownership of the leased item to the Fund. Operating lease payments are
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recognized as an operating expense in surplus or deficit on a straight-line basis oy

term.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intan,
acquired in a non-exchange transaction is their fair value at the date of the exchange. Follo
recognition, intangible assets are carried at cost less any accumulated amortization and a
impairment losses. Internally generated intangible assets, excluding capitalized developme
not capitalized and expenditure is reflected in surplus or deficit in the period in which the.
is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

h) Research and development costs

The Fund expenses research costs as incurred. Development costs on an individual
recognized as intangible assets when the Fund can demonstrate:

i)  The technical feasibility of completing the asset so that the asset will be 2
use or sale

ii) Its intention to complete and its ability to use or sell the asset

iii) How the asset will generate future economic benefits or service potential
iv) The availability of resources to complete the asset

v)  The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated ¢
and accumulated impairment losses. Amortization of the asset begins when development
and the asset is available for use. It is amortized over the period of expected future benefit
period of development, the asset is tested for impairment annually with any impair
recognized immediately in surplus or deficit.

Following initial recognition of an asset, the asset is carried at cost less any accumulated
and accumulated impairment losses. Amortization of the asset begins when development
and the asset is available for use. It is amortized over the period of expected future benefit
period of development, the asset is tested for impairment annually with any impair
recognized immediately in surplus or deficit.

i) Financial instruments

a) Financial assets

Classification of financial assets

The Fund classifies its financial assets as subsequently measured at amortised cost, fair v
net assets/ equity or fair value through surplus and deficit on the basis of both the Fund’s
model for financial assets and the contractual cash flow characteristics of the finan
financial asset is measured at amortized cost when the financial asset is held within a
model whose objective is to hold financial assets in order to collect contractual cash f
contractual terms of the financial asset give rise on specified dates to cash flows th

payments of principal and interest on the principal outstanding. A financial asset is me:
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value through net assets/ equity if it is held within the management model whose objective is achieved

by both collecting contractual cashflows and selling financial assets and the contractual terms of the

financial

set give rise on specified dates to cash flows that are solely payments of principal and

interest onlthe principal amount outstanding. A financial asset shall be measured at fair value through

surplus or deficit unless it is measured at amortized cost or fair value through net assets/ equity unless

an entity has made irrevocable election at initial recognition for particular investments in equity

instrume

nts.

Subseqp& t measurement

Based on the business model and the cash flow characteristics, the Fund classifies its financial assets

into amortized cost or fair value categories for financial instruments. Movements in fair value are

presented in either surplus or deficit or through net assets/ equity subject to certain criteria being met.

Amorﬁsz cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent

solely paly ments of principal and interest, and that are not designated at fair value through surplus or

deficit, are measured at amortized cost. A gain or loss on an instrument that is subsequently measured

at amorti

is de-rec

zed cost and is not part of a hedging relationship is recognized in profit or loss when the asset

pgnized or impaired. Interest income from these financial assets is included in finance income

effective interest rate method.

e through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial assets,

> assets’ cash flows represent solely payments of principal and interest, are measured at fair

ough net assets/ equity. Movements in the carrying amount are taken through net assets,

except far the recognition of impairment gains or losses, interest revenue and foreign exchange gains

es which are recognized in surplus/deficit. Interest income from these financial assets is
in finance income using the effective interest rate method.
nd other receivables

d other receivables are recognized at fair values less allowances for any uncollectible amounts.

+d other receivables are assessed for impairment on a continuing basis. An estimate is made of

receivables based on a review of all outstanding amounts at the year end.
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Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net as
are measured at fair value through surplus or deficit. A business model where the Fur
financial assets with the objective of realizing cash flows through solely the sale of the a

result in a fair value through surplus or deficit model.

Impairment

The Fund assesses, on a forward-looking basis, the expected credit loss ("ECL’) associa
financial assets carried at amortized cost and fair value through net assets/equity. The Fund
a loss allowance for such losses at each reporting date. Critical estimates and significant juc

made by management in determining the expected credit loss (ECL).
b) Financial liabilities

Classification
The Fund classifies its liabilities as subsequently measured at amortized cost except f

liabilities measured through profit or loss.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory w
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inv
fair value at the date of acquisition. Costs incurred in bringing each product to its present |
conditions are accounted for, as follows:

i)  Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and la
proportion of manufacturing overheads based on the normal operating capacity b
borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable valu
to the extent that a class of inventory is distributed or deployed at no charge or for a nonr
that class of inventory is measured at the lower of cost and current replacement cost. N
value is the estimated selling price in the ordinary course of operations, less the estime
completion and the estimated costs necessary to make the sale, exchange, or distribution
are recognized as an expense when deployed for utilization or consumption in the ording
operations of the Fund.

j) Provisions

Provisions are recognized when the Fund has a present obligation (legal or constructive)
a past event, it is probable that an outflow of resources embodying economic benefi
potential will be required to settle the obligation and a reliable estimate can be made of tt
the obligation. Where the Fund expects some or all of a provision to be reimbursed, for ex:
an insurance contract, the reimbursement is recognized as a separate asset onl
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reimbursement is virtually certain. The expense relating to any provision is presented in the statement
of financial performance net of any reimbursement.

k) Contingent liabilities
The Fund does not recognize a contingent liability but discloses details of any contingencies in the
notes to the financial statements, unless the possibility of an outflow of resources embodying economic
benefits or service potential is remote.

I) Contingent assets
The Fund does not recognize a contingent asset but discloses details of a possible asset whose existence
is contingent on the occurrence or non-occurrence of one or more uncertain future events not wholly
within the ¢ontrol of the Fund in the notes to the financial statements. Contingent assets are assessed
continually to ensure that developments are appropriately reflected in the financial statements. If it has
become ally certain that an inflow of economic benefits or service potential will arise and the
asset’s value can be measured reliably, the asset and the related revenue are recognized in the financial
statements of the period in which the change occurs.

m) Nature and purpose of reserves
The Fund creates and maintains reserves in terms of specific requirements.

n) Changes in accounting policies and estimates
The Fund recognizes the effects of changes in accounting policy retrospectively. The effects of changes
in accouhting policy are applied prospectively if retrospective application is impractical.
d. Employee benefits

Retirement benefit plans
The Fu
employ

nd provides retirement benefits for its employees. Defined contribution plans are post-
ent benefit plans under which the Fund pays fixed contributions into a separate Entity (a fund)

and will have no legal or constructive obligation to pay further contributions if the fund does not hold

sufficient assets to pay all employee benefits relating to employee service in the current and prior
periods. The contributions to fund obligations for the payment of retirement benefits are charged
against income in the year in which they become payable. Defined benefit plans are post-employment
benefit plans other than defined-contribution plans. The defined benefit funds are actuarially valued
tri-annually on the projected unit credit method basis. Deficits identified are recovered through lump
sum payments or increased future contributions on proportional basis to all participating employers.

The contributions and lump sum payments reduce the post-employment benefit obligation.

e. Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date

of the transaction. Trade creditors or debtors denominated in foreign currency are reported at the
statent of financial position reporting date by applying the exchange rate on that date. Exchange
differences arising from the settlement of creditors, or from the reporting of creditors at rates different
from those at which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

0) Borrowing costs
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Borrowing costs are capitalized against qualifying assets as part of property, plant and eqt
Such borrowing costs are capitalized over the period during which the asset is being
constructed and borrowings have been incurred. Capitalization ceases when construction
is complete. Further borrowing costs are charged to the statement of financial performanc
p) Related parties
The Fund regards a related party as a person or the Fund with the ability to exert control -
or jointly, or to exercise significant influence over the Fund, or vice versa. Memt
management are regarded as related parties and comprise the board, the CEO and senior r
q) Service concession arrangements
The Fund analyses all aspects of service concession arrangements that it enters into in dete
appropriate accounting treatment and disclosure requirements. In particular, where a p
contributes an asset to the arrangement, the Fund recognizes that asset when, and only whei
or regulates the services the operator must provide together with the asset, to whom it n
them, and at what price.
In the case of assets other than 'whole-of-life’ assets, it controls, through ownershif
entitlement or otherwise — any significant residual interest in the asset at the end of the a
Any assets so recognized are measured at their fair value. To the extent that an ass
recognized, the Fund also recognizes a corresponding liability, adjusted by a cash consid
or received.
r) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
highly liquid investments with an original maturity of three months or less, which
convertible to known amounts of cash and are subject to insignificant risk of changes in
account balances include amounts held at the Central Bank of Kenya and at various comm
at the end of the Financial Year. For the purposes of these financial statements, ca:
equivalents also include short term cash imprests and advances to authorised public of!
institutions which were not surrendered or accounted for at the end of the Financial Year.
s) Comparative figures
Where necessary comparative figures for the previous Financial Year have been
reconfigured to conform to the required changes in presentation.

t) Subsequent events
There have been no events subsequent to the Financial Year end with a significa
the financial statements for the year ended 30 June, 2022.

5 SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCER

The preparation of the Fund's financial statements in conformity with IPSAS requires mz
make judgments, estimates and assumptions that affect the reported amounts of revenu
assets and liabilities, and the disclosure of contingent liabilities, at the end of the repo
However, uncertainty about these assumptions and estimates could result in outcomes t
material adjustment to the carrying amount of the asset or liability affected in future peri
judgements, estimates and assumptions made:
Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation unce:
reporting date, that have a significant risk of causing a material adjustment to the carryin
assets and liabilities within the next Financial Year, are described below. The Fu
assumptions and estimates on parameters available when the consolidated financial staf
prepared. However, existing circumstances and assumptions about future developments
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due to market changes or circumstances arising beyond the control of the Fund. Such changes are
reflected in the assumptions when they occur. IPSAS 1.140
Useful lives and residual value

The useful|lives and residual values of assets are assessed using the following indicators to inform
potential future use and value from disposal:
The condition of the asset based on the assessment of experts employed by the Fund.
The nature of the asset, its susceptibility and adaptability to changes in technology and
cesses.
The nature of the processes in which the asset is deployed.
Availability of funding to replace the asset.
Changes in the market in relation to the asset
rovisions
Provisions were raised and management determined an estimate based on the information available.
Additional disclosure of these estimates of provisions is included in Note 40.
Provisions are measured at the management's best estimate of the expenditure required to settle the
obligation at the reporting date, and are discounted to present value where the effect is material.
The Fund provided for audit fees upon comparing with other preceding quotations and invoices
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8 OTHER INCOME
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15 PREPAYMENT
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18 INTANGIBLE ASSETS

19 TRADE PAYABLES
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Financial Risk Management

The carrying amount of financial assets recorded in the Financial statements represented the Fund’s
maximum exposure to credit risk without taking account of the value of any collateral obtained.




Liquidity Risk Management

Ultimate responsibility for liquidity risk management rests with the Fund’s Board of Trust
Fund manages liquidity risk through continuous monitoring of forecasts and actual cash fl
table below represents cash flows payable by the Entity under non-derivative financial liat
their remaining contractual maturities at the reporting date. The amounts disclosed in the t
the contractual undiscounted cash flows. Balances due within 12 months equal their carry

balances, as the impact of discounting is not significant.

Market Risk

The Fund has put in place an internal audit function to assist it in assessing the risk faced
* on an ongoing basis, evaluate and test the design and effectiveness of its internal accounti
operational controls. Market risk is the risk arising from changes in market prices, such as
rate, equity prices and foreign exchange rates which will affect the Fund’s income or the
holding of financial instruments. The objective of market risk management is to manage ¢
market risk exposures within acceptable parameters, while optimising the return. Overall
responsibility for managing market risk rests with the Audit and Risk Management Comn

Foreign currency risk

The Fund has transactional currency exposures. Such exposure arises through purchases
and services that are done in currencies other than the local currency. Invoices denominat
foreign currencies are paid at the conversion rate at the time of payment which is done us
prevailing exchange rate. The Fund manages foreign exchange risk form future commerc
transactions and recognised assets and liabilities by negotiating for the exchange rate witl

Interest rate risk

" Interest rate risk is the risk that the Fund’s financial condition may be adversely affected
of changes in interest rate levels. The Fund’s interest rate risk arises from bank deposits.
exposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises mai
interest rate movements on the Fund’s deposits. To manage the interest rate risk, manage
endeavoured to bank with institutions that offer favourable interest rates
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Capital Ris Management

The objer:t e of the Fund’s capital risk management is to safeguard the Fund’s ability to continue as

Nature
Entities ar
exercise |
decisions.
family met
Related

a going ¢ondern. The Fund capital structure comprises of the following funds:

Related P

Disclosures

related party relationships

d other parties related to the Fund include those parties who have ability to
control or exercise significant influence over its operating and financial
Related parties include management personnel, their associates and close
bers.

arties include:

Government of Kenya

Ministry of Education.

Other SCs and SAGAs

Key management.

Board of trustees.

Events

r the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.
Ultimate and Holding Entity

The Fund is a Semi- Autonomous Government Agency under the Ministry of Education. Its
ultimate parent is the Government of Kenya.
Currency

The financi aTl statements are presented in Kenya Shillings (KES).
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The above amounts have been communicated to and reconciled with the parent Ministry

His]
TITUS MACHAR]A HEAD OF ACCOUNTING UNIT
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