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1.0 INTRODUCTIONThe financial management, policy and procedures manual is compiled with thepurpose of providing a comprehensive and practical guide, incorporating effectiveinternal controls necessary for the management of University funds and assets.
1.1 OBJECTIVESThis Manual was prepared to meet the following objectives:i. To serve as a reference resource for administrators of Maseno Universityentities.ii. To foster improved uniformity and accuracy in record-keeping andfinancial reporting.iii. To improve accountability and stewardship with regard to Universityresources.iv. To help in training those who perform accounting functions.v. To raise professional standards among accounting personnel.vi. To assure accounting practices conform to generally accepted accountingprinciples.vii. To assure the clear definition offinancial management roles andresponsibilities of various functions of the University.viii. To ensure that duties are properly segregated and documented.ix. To assure that transactions are properly identified and adequatelysupported with authorized original documentation.x. To ensure that only properly approved and authorized transactions arepaid for and that budgetary approvals are not exceeded.xi. To facilitate the assignment of duties and clear definition ofresponsibilities forstaff in Finance Department.
1.2 Principles of Financial Management

i) Maintain accounting records in accordance with generally accepted accountingprinciples which provide full disclosure of compliance with stewardshipresponsibilities of the university
ii) Maintain an internal control environment which enhances sound businesspractices and clearly defines rules, responsibilities and accountability
iii) Provide accurate and relevant managerial financial reports cost centre specificreports will be the management tools for employees with delegated budgetaryresponsibilities.
iv) Utilize appropriate budgetary controls applicable to fund source to monitorvariances and provide explanations of deviations (Fund sources are governmentappropriations, auxiliary operations, sponsored research projects, etc.)
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v) Maintain appropriate levels of financial transaction reviews and approvals byUniversity personnel responsible for budgetary entities
vi) Ensure all employees are aware of their responsibility to report dishonest actsand deviations from the principles and policies of financial management to theirsupervisors, appropriate senior officer.

1.3 Stewardship and Custody of AssetsWhile the primary purpose of an accounting system is to record transactions andgenerate financial reports, another vital purpose is to provide accountability for thepossession and use of an entity’s assets. The Finance Officer and accounting personnelhave a stewardship responsibility to all stakeholders and the Council to ensurefinancial and fiscal disciplineinprocessing financial transactions and record -keepingProcedures for handling and safeguarding the assets of the organization must complywith the policies of the University.
1.4 The need for Financial ReportsThe Finance Officer is responsible for giving periodic reports about the financialconditionand operations of the University to the Council and to other intended users andstakeholdersA good accounting system will enable the Finance Officer to produce these reportsefficiently, without additional editing and reorganizing of the underlying data, and ina format that would be understandable to the average well-informed reader. Inaddition, the reports should comply with generally accepted accounting principles(GAAP).
1.5 The Framework ofGenerally Accepted Accounting PrinciplesThis Manual provides a framework of uniform accounting principles that areconsistent with standards established by the International Accounting StandardsBoard and public sector financial reporting, that isInternational Public SectorAccounting Standards(IPSAS). The principles outlined in this Manual are to beimplemented by all Maseno University business segments.  This Manual will beupdated as necessary to conform to the evolving set of international standards.
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1.6 Relationship of Departments to BudgetsMaseno University statutes require that all employees and Maseno UniversityBusiness segments shall follow the budget plan of financial operations. The annualoperating budget shall be approved by the Council. The approval of a budget by theCouncil generally constitutes authorization for the administration to spend specifiedamounts to accomplish various functions and set targets. The various departmentsare coordinated and controlled financially through the Annual Budget Plan. Thisimportant tool of financial management would in future be applied to motivatedepartments to generate their own revenues where specific retention proportionsare determined in advance.
1.7 The Maseno University CouncilWhile the Council is the employer directing the organization's officers, the FinanceOfficer has a responsibility to give information and advice to the Council through theDVC(AFD) and the University Management Board.  The ultimate decision-makingpower rests with the Council.

1.8 The Auditor General and Corporation with Univerity Internal AuditorsThe Universities’ Act requires an annual audit of the financial records of all MasenoUniversity segments. Management is responsible to ensure that the accountingrecords are maintained and financial statements are produced in accordance withgenerally accepted accounting principles.The Auditor Generalhas the responsibility to examine the financial statements,related records, and underlying evidence for the purpose of expressing an opinion onthe fairness of presentation of the financial statements. In connection with theexamination, the auditor will also report to management and the University Councilany significant deficiencies that have been observed in the organization’s internalcontrol processes. The internal audit department is part of the internal controls. Thedepartment has a vital role in ensuring continuous appraisals on the adequatefunctioning of internals and compliance with policies, procedures and statutoryobligations. The Auditor General may utilize the findings and recommendations of theinternal auditors as framework of reference for planning the external audit approach,if found useful.
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1.9 Audit and Risk Committee of the CouncilThe Charter and Statutes requires the Council to establish an Audit and RiskCommittee. This committee has responsibility to study the Auditor General’s and theinternalauditor's reports and letters to management, and management's response tothe auditissues raised from time to time. This committee then makesrecommendations to the Council for appropriate action.
1.10 Overview of the Accounting System

1.10.1 Users of Financial StatementsAn organization’s financial statements are of interest to management, the Council andstake holders. These users make financial decisions based on those financialstatements. The financial reports and the accounting system from which they arederived must be organized to provide the desired information in terms and formatwhich users can understand.
1.10.2 Accrual Basis of AccountingThe accrual basis of accounting is required for financial reports to be presented inaccordance with GAAP. The accrual basis is widely accepted as providing a morecomplete record of an entity's assets, liabilities, revenues, and expenses than the cashbasis of accounting. Financial statements prepared on the accrual basis inform usersabout revenue that has been earned and expenses that have been ‘incurred, usingmultiple criteria in addition to the receipt or payment of cash. This Manual requiresuse of the accrual basis of accounting.
1.10.3 Examples of Accrual Basis AccountingUnder the accrual basis, goods and services purchased should be recorded as assetsor expenses at the time the liability to acquire or pay for them is incurred, not whenthe account is paid. For example, an invoice for electricity or telephone service isrecorded as an expense and an account payable when the invoice is received, ratherthan when the bill is paid. In the same way, revenue and related assets are recordedwhen the transactions are consummated and the defined right of ownership of theasset passes, not just when the physical transfer takes place. On the other hand,outstanding purchase orders and other commitments for future acquisition ofmaterials or services should not be reported as expenses or included in liabilities untilthe other party to the transaction agrees to complete it. This does not prevent thedisclosure of significant commitments of resources in the notes to the financial
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statements, nor does it prevent a designation in the financial statements of theportion of net assets so committed.
1.10.4 Financial Statement StructureInternational GAAP requires a complete set of general-use financial statements toinclude: a statement of financial position, an income statement, a statement showingchanges in equity, a cash flow statement, and certain explanatory notes. It also allowsnot-for-profit entities to modify the financial statement titles, line items, andapplicable content to suit their needs.

i) Financial PositionThe Statement of Financial Position presents the financial position of an entity (itsassets, liabilities, and net assets) at a specific point in time. Historically, internationalGAAP used the title ‘A balance sheet’, but that has recently been changed to the more-contemporary title ‘A statement of financial position.’
ii) Financial ActivityThe statement of financial activity presents the activities of an entity over a period oftime. For not-for-profit entities, the scope of this statement is broader than that of abusiness-oriented income statement. It includes revenue, expense, gains, losses, andfor entities that use fund accounting, transfers between funds (which will net to zerofor the organization as a whole). It also separates these activities between operatingand non-operating activity.
iii) Cash FlowsThe statement of cash flows provides relevant information about cash receipts andcash payments during a period. The statement reports receipts and paymentsaccording to their character as either operating, investing, or financing activities.Separate disclosure of non-cash investing and financing activities is also required.Preparation of a statement of cash flows makes reference to amounts in both thestatement of financial position and the statement of financial activity.

1.10.5 Account Structure or Chart of AccountsBecause the financial statements are compiled from the accounting ledger, theaccount structure used by the ledger must be organized in a manner that identifiesand arranges the accounts to correspond to the required financial statementpresentation. It is appropriate to determine the form of financial statementpresentation first, and then to design the ledger account structure to meet thereporting needs.
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1.10.6 Internal Control Systems and ProceduresA business entity’s systems of internal control has as its principal aim as themanagement of risks that threaten the achievement of its business objectives.Internal control is the process designed and implemented by management andindividuals charged with governance to provide reasonable assurance aboutachievement of the entity’s objectives. Those objectives include reliability of financialreporting, effectiveness and efficiency of operations, and compliance with applicablelaws and regulations.Therefore, in order to have effective internal control an entity needs to:
i. Identify its business objectives.

ii. Identify and assess the risks which threaten the achievement of thoseobjectives.
iii. Design internal controls to manage those risks.
iv. Operate the internal controls in accordance with their design specification.
v. Monitor the controls to ensure they are operating correctly.The Council should oversee such installation of an effective system of internal control.The management of each segment is responsible to design and operate a system ofinternal control that ensures the orderly and efficient conduct of the segment’sactivity. This includes adherence to policies, safeguarding of assets, prevention anddetection of error and fraud, accuracy and completeness of accounting records, andtimely preparation of reliable financial reports. The use of a computerizedinformation system does not negate the need for other internal controlconsiderations. A computerized information system can be an important part, but itis only one part of the internal control system. All parts must work together to meetthe objectives of internal control. The design and operation of an adequate internalcontrol system is discussed in financial operation policies, procedures and theinternal audit policy for an organization.An internal control system encompasses the policies, processes, tasks, behavioursand other aspects of an entity that, taken together:

i. facilitate its effective and efficient operationby enabling it to respondappropriately to significant business, operational, financial, complianceand other risks to achieving the entity’s objectives like safeguarding ofassets from inappropriate use or from loss and fraud, and ensuring thatliabilities are identified and managed;
ii. help ensure the quality of internal and external reporting. This requiresthe maintenance of proper records and processes that generate a flow oftimely, relevant and reliable information from within and outside theorganization and
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iii. help ensure compliance with applicable laws and regulations, and alsointernal policies with respect to the conduct of business.
1.10.7 The entity’s system of internal control profiles

a) The Control environmentThe control environment sets the tone of an organization, influencingthe control consciousness of its people. It is the foundation for all othercomponents of internal control, providing discipline and structure.Control environment factors include the integrity, ethical values andcompetence of the entity’s people; management’s philosophy andoperating style; the way management assigns authority andresponsibility, and organizes and develops its people; and the attentionand direction provided by the Council.
b) Strategies  for the identification, evaluation of risks and setting

control objectivesEvery entity faces a variety of risks from external and internal sourcesthat must be assessed. A precondition to risk assessment isestablishment of objectives, linked at different levels and internallyconsistent. Risk assessment is the identification and analysis ofrelevant risks to achievement of objectives, forming a basis fordetermining how the risks should be managed.Because economic, industry, regulatory and operating conditions willcontinue to change, mechanisms are needed to identify and deal withthe special risks associated with change.
c) Control activities;Control activities are the policies and procedures that help ensure thatmanagement directives are carried out. They help ensure thatnecessary actions are taken to address risks to achievement of theentity’s objectives.Control activities occur throughout the organisation, at all levels and inall functions. They include a range of activities as diverse as approvals,authorisations, verifications, reconciliations, reviews of operatingperformance, security of assets and segregation of duties.
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1.10.8 Limitations of Internal ControlInternal control process can provide absolute assurance the limitations include:
i. Human judgment can contribute to errors in the design of internal control

ii. Individuals can make errors in the application of specified internal controls
iii. Two or more individuals can circumvent controls through collusion
iv. Individuals, especially those in management, can over-ride or disable internalcontrols
v. Human judgment can affect decisions about which internal controls are cost-effective

vi. The extent of segregation of duties can be limited in smaller entities
1.10.9 The Risk Assessment ProcessMost organizations perform some degree of risk assessment. It may be informal andundocumented or sophisticated and well-documented. The organization’s financialreporting objectives may be recognized implicitly rather than explicitly. This processasks questions such as:

i. What risks affect the accuracy and integrity of the financial reporting process?
ii. How significant are those risks?

iii. How likely is it that such risks will occur?
iv. What actions are appropriate to address and minimize such risks?

1.10.10 General Observations
i. Controls Not Employee SpecificThe internal control process should be designed to meet the organization’s needsand to accomplish stated objectives. It should be documented so that the intendedprocess may be implemented by any employee. Especially in smallerorganizations, internal control may be addressed in only an informal manner.Experienced employees may perform these processes out of well-developedhabit rather than reference to written procedures. However, when newemployees are hired, good documentation is essential to provide understandingand continuity of the process.

ii. Attention to Errors and FraudInternal control is designed to safeguard assets and to enhance the reliability andefficiency of the operation. The internal control process is designed just as muchto detect unintentional errors as to discover deliberate fraud. Even the mosttrustworthy employee will readily admit the possibility of an occasional error,and the need to detect and correct errors on a timely basis.
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iii. Exposure to TemptationIt is a disservice to employees to put them in positions, or to allow them to workunder circumstances, which expose them to temptation and make it easy for themto yield.If one eventually succumbs to the pressure, those who have permitted thatexposure must share the responsibility.
iv. Fidelity BondIt is recommended that Maseno University insures its assets by utilizing acommercial blanket fidelity bond of adequate limits. This policy points out thatemployees who have committed prior acts of theft or dishonesty are not coveredunder fidelity bonds. It also requires that where fidelity bonds are not available,segments should allocate funds to cover possible fidelity losses.
v. Audit and Risk Committee of the CouncilIt is required that the Council establishes Audit and Risk Committee to studyreports submitted by the auditors as well as management’s responses to thosereports. This committee is empowered to make recommendations to the Councilto respond to auditor’s reports, and constitutes an important element in settingthe control environment of the organization.

vi. Conflict of InterestCouncil members, officers, other employees, have a duty to be free from influenceof any conflicting interests when serving the University. It also requires theadministration to obtain signed statements of acceptance of the conflict ofinterest policy from Council members and designated employees, and to remindthem annually of the duty to disclose potential conflicts of interest. A modelstatement of acceptance is included in the policy.
vii. Job DescriptionsJob descriptions should clearly define the duties and responsibilities of theposition, the extent of authority specified, and to whom the employee isresponsible. The job descriptions should be written cooperatively wheneverpossible, with input from the personnel themselves.A copy should be given to the individual, and copies of job descriptions for allaccounting employees should be held on file by the Finance Officer.
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viii. Evaluation of PersonnelAll personnel should be evaluated annually based on their job descriptions andstandards of performance. All participants in the process should approach theevaluation in a spirit of constructive exchange of views and with an attitude ofhelpfulness.
ix. Segregation of DutiesWhile it may seem more efficient to assign one whole area of accounting to asingle individual, who can become acquainted with every transaction frombeginning to end, that can lead to serious internal control risk. Where the size ofthe business segment permits, a small degree of efficiency can be given up in theinterest of more effective control. It is more difficult in small entities where anideal separation of accounting duties is not feasible. Practical considerations ofcost, relative risk, and relative efficiency must be balanced, and the best possiblesolution reached under existing circumstances.
x. Information Systems PersonnelIt is not unusual to find only one or two employees responsible for preparing datafor processing, entering data into the computer, and handling and distributing thereports and other documents generated. As far as practical, these duties shouldbe segregated to minimize the opportunity for fraud and errors to occur andremain undetected.

xi. Management InvolvementOne solution to effective internal control in a small entity is the involvement ofsenior management in critical control processes, such as review of unusual ornon-routine transactions. The Finance Officer may become better acquaintedwith the day-to-day financial operations of the University, and avoid the risk ofbecoming so absorbed in other duties that internal control suffers. If the FinanceOfficer is already involved in the daily accounting duties, it may be practical forreview of significant transactions to be performed by a member of an oversightgroup, such as an Audit and Risk Committee of the Council.
xii. The Auditor's ReviewAs part of their annual audit of the financial records of the organization, auditorswill obtain an understanding of the internal control process. They do this to helpdetermine the extent of their own procedures for verifying recorded transactions.Also, auditing standards require them to submit a written report to management
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and the Council identifying material weaknesses they observed in internalcontrol. This report is intended to be given in a spirit of constructive criticism tohelp the organization attain its objectives.
xiii. Information and Communication.This involves the accounting and financial reporting information system as wellas the procedures used to communicate that system to employees and others.The information system includes the procedures and records that are used toinitiate, record, process, and report transactions, events, and conditions. Itincludes procedures to maintain accountability for assets, liabilities, and netassets.Smaller entities with active management involvement may operate with less-extensive descriptions of accounting systems and less-sophisticated accountingrecords. The communication system includes procedures and records that informemployees of their respective roles and responsibilities within the accountingand financial reporting process. It includes information about how employees canreport exceptions to appropriate levels of management, and how managementcan communicate with the individuals charged with governance. In smallerentities, communication may be less formal due to fewer levels of organizationand management’s greater availability and involvement.
xiv. Monitoring of ControlsManagement not only establishes internal controls, but should continuallymonitor those controls to determine whether they are functioning as intended.Ongoing monitoring activities are often built into the normal recurring activitiesof the entity and include regular management and supervisory activities.
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2.0 RECURRENT BUDGETS

2.1 IntroductionBudgets are the organization’s operating plan for a fiscal period.The basic budget is a comprehensive view of  the entire organization’s overallprojection of the revenues or financial support and its expected expenditures.  Thebudget summarizes in monetary terms, the Council and Managements decisionsregarding how the organization will fulfill its stated purpose. The budget is themost important tool used by management to plan, control and monitor the activitiesand performance of the organization.
2.2 POLICYThe overall policy of Maseno University on budgets is to institute a financialmanagement framework that is adequate, and effectively supports relevant andtimely financial planning, budgeting, control and monitoring activities.Specific objectives of Maseno University budget policy are to ensure:

(i) All staff follow the approved budget plan of financial operations
(ii) The adequacy of the budget process used to develop annual budgetswhich appropriately reflect the University's strategic plan, businesspriorities and financial requirements
(iii) The adequacy of the budget process to allocate resources in aconsistent, timely and transparent manner, and aligned with strategicpriorities.
(iv) The adequacy of reports produced to facilitate the financial monitoringprocess by Council and management to support timely decision-making on financial matters, include resource reallocation and othercorrective actions.
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2.3 PROCEDURES

2.3.1 Requirement for all staff and departments to follow the approved budget
plan on financial operations

(i) It shall be the responsibility of officers at each level of the organizationto require departments and sub-units within their span of control tofollow the budget plan.
(ii) The Finance Officer is to provide timely and accurate financialinformation to University officers and to the Council, comparingoperating results and budget projections.

2.3.2 MASENO UNIVERSITY CHARTER PROVISIONS

2.3.2.1 Annual Budget Estimates
(a) Council shall cause to be prepared annual estimates in accordance toSection 44 of The Act and shall approve the same in accordancewith Section 19(2)(r) of the Charter
(b) Before the commencement of a financial year, the Council shall causeto be prepared estimates of the revenue and expenditure of theUniversity for that year.
(c) The annual estimates shall make provisions for all the estimatedexpenditure of the University for the financial year concerned, and shallprovide for:

i. Expenditures on salaries, allowances and other chargesrespect of members of the University;
ii. Expenditures of pensions, gratuities and other charges inrespect of retirement benefits which are payable out ofthe funds of the University;

iii. Expenditures for proper maintenance of buildings andgrounds of the University;
iv. Expenditures for proper maintenance, repair andreplacement of equipment and other moveable propertyof the University;
v. Funding for the cost of teaching, research and outreachactivities of the University;
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vi. Development expenditures; and
vii. Creation of such funds to meet future or contingentliabilities in respect of retiring benefits, insurance orreplacement of building or equipment and in respect ofsuch other matters as the Council may determine fromtime to time.

2.3.2.2 Resource allocationResources are allocated annually by the senior management team andon the basis of the above objectives.  Deans and directors areresponsible for the economic, effective and efficient use of resourcesallocated to them.
2.3.2.3 Budget preparation - MSU Procedure for Financial Services (ISO)FO shall send notices to all the departments and units to send in theirbudget requirements for next financial year.  The Senior Accountantshall prepare and compile the draft summarized budget using the data.This shall be discussed by the Finance Budget Sub-Committee chairedby the Deputy Vice-Chancellor, Administration, Finance &Development.  Finance Budget Sub- Committee shall consider andforward the draft budget to Budget Committee of the University and tothe Vice Chancellor for further consideration.The draft budget shall be submitted to the F&GP Committee of Councilfor discussion and recommendation to Council for approval.  The draftbudget shall be forwarded to Council for approval. The draft budgettogether with Minutes of Council shall be forwarded to the Ministry ofHigher Education, Science and Technology not later than 31st ofJanuary each year.After approval by the Treasury, the DFO (Expenditure) shall prepare aninternal rationalized budget from the initial draft to reflect theapproved estimatesThe FO through the DVC, AFD shall submit the draft internal budget tothe University Budget Committee for discussion and recommendationto the VC.After approval by the VC, the draft budget shall be forwarded to theF&GP Committee for discussion and recommendation.
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After recommendation by the F&GP Committee, the budget shall besubmitted to Full Council for approval.After approval by Full Council, extracts of the budget shall be circulatedto respective Chairmen/Heads of Department, Deans and Directors.The Senior Accountant shall open a vote book using the approvedbudget.
2.3.2.4 Budget PlanningAppropriate budgets are established that are consistent with theorganization’s strategic plan and financial forecasts to ensure that:

a) Recurrent Budget setting is in compliance with the strategic plans of theorganization and the Fiscal strategy of the Ministry of Finance.
b) Formulate a suitable timetable for budget setting has been developed,which is integrated with the Government’s overall budget formulationprocess and communicate this to all senior management involved inbudget setting.
c) Finance Officer produces a draft budget which is line with the expectedexpenditure vote for Maseno University, in compliance with the strategicplans of the organization and the Fiscal strategy of the Ministry ofFinance.
d) Where the expenditure vote finally approved by the Ministry of Financeis significantly different from that expected, the Finance Officer revisesthe University’s budget accordingly
e) The University's annual budget is formally agreed by the Council subjectbefore the beginning of the relevant financial year.
f) Budgets are set on an objective basis and presented in an appropriateformat.
g) Budgets are based on the resources needed to achieve the operationalplan rather than historic budget figures.
h) Budgets are linked to the objectives and targets outlined in the strategicplan.
i) The format of the budget document provides a clear explanation of therationale for the proposed allocation of resources.
j) The budget document provides information at the appropriate level ofdetail to inform stakeholders of the organization’s activities.
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k) Plans from individual budget holders in the University (departments,schools/faculties, campus, etc.) are supported by an objective analysis ofcosts, by expenditure category, (e.g. staff expenditure, materials,transport and capital costs etc.).
l) The amount of staff expenditure is identified on the basis of the numberof full time equivalent staff, average wages and expected totalstaff costs.
m) Where budgets are set below the previous year’s level of actualexpenditure, detailed actions and measures to generate these costsavings are shown.
n) Suitable assumptions, made when developing the budget, are clearlyidentified.
o) Capital budgeting is fully integrated in the budget process.
p) Budgets for expected income have an objective basis in fact and areconsistent with actual income generation in previous years.
q) Assess University departments with a history of over budgeting (or overestimating income) and ensure managers are aware of this and try tolearn from past problems.
r) Suitable information is available to enable accurate budgets to be set.
s) Budget setters have relevant information on increased / reducedexpected expenditure limits; expected inflation figures; propertymaintenance costs; costs for services from other entities etc. Othersuitable information e.g. expected income and historical budgets isavailable as a guide to budget setting.
t) Managers are actively involved in the development of their budget.
u) All managers who are going to control the budgets are involved in theirdevelopment and agree with the final budget or are at least providedwith an adequate explanation for the level of budget that is finallyagreed.

2.3.2.5 Method for Budgetary Control (MSU Procedure for Financial
Services (ISO)The Vote Book Controller, under the supervision of the SeniorAccountant In-charge of the Expenditure section, shall post thedepartmental estimates from the approved budget to the respective
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vote heads immediately, after the allocation of funds to variousdepartments and other cost units.The Vote Book Controller shall make commitments on requisitions andvouchers for all forms of expenditure in the vote book. The SeniorAccountant shall ensure that commitments do not exceed theallocations for each respective vote head.  Any requisitions, in excess ofthe quarterly allocation will be returned to the AIE holder foradjustment downward or virement. The Senior Accountant shallcompile a monthly report showing the allocation and expenditure to-date and forwards these to the various AIE holders via the DeputyFinance Officer (Expenditure).
2.3.2.6 Detailed Budget Control FrameworkA suitable budgetary control framework has been developed to ensurethat :

 Each area of the budget has one and only one budget holder(organizational unit)
 All managers are clear which income and costs they are responsiblefor and what their allocation is.
 All managers have appropriate written instructions on the setting,use, control and monitoring of their budgets.
 There is an appropriate and documented process for virement withsuitable rules for the level and authorisation required.
 Managers are able to control the level of expenditure or incomefrom their budgets.
 Managers are only held financially responsible for the costs ofactivities they can actually control.
 Budgets are devolved to the managers who actually control theexpenditure concerned.
 Managers are expected to identify savings from other budget headsif one budget head overspends.
 The spend or income from each budget head is adequately planned.
 End of year spends are avoided and the spending profile isreasonable over the year.
 Managers are given reasonable incentives to make savings on theirbudget e.g. being able to spend at least a proportion of any savingsor extra income generated.
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 Suitable action is taken if, for example, spending is higher thanexpected or income lower than planned in the first part of the year.Where appropriate savings can be carried over to the next .
 All budgets are periodically reviewed by senior managers. Budgetsare reviewed at least monthly to ensure they are adequatelycontrolled.
 Senior managers supervise the coordination of individual budgetholders promote the efficient use of resources; movingbudgets from one area to spot emerging problems; and ensure thatsuitable action is taken (e.g. moving a budget from one budget toanother area if necessary to manage the overall budget).
 Managers are provided with suitable expenditure reports.
 Managers receive details of actual income and expenditurecompared to a suitable profile (i.e. showing the likely seasonalspend) of the annual budget on a monthly basis (with variances).
 Managers have access to further information as required.
 Budget reports include details of commitments.
 Budget reports show the value of orders raised but not yet paid inaddition to the value of invoices that have been received and paid.
 Managers are required to reconcile any records they keep with thecentral records at Finance department .
 The system for budget monitoring is integrated with, or uses thesame base information set as, the financial accounting system.
 Where managers use their own /subsidiary commitmentaccounting systems they are required to reconcile their records tothe management accounts/ budget reports produced on a centrallevel each month to the information system.
 Appropriate management accounts (reports) are produced toenable accounting officers and senior managers to effectivelymonitor the organisation's financial position.
 Senior Management receive and consider detailed managementaccounts on a monthly basis.
 Managers of the budget users in the organization are held toaccount for any over or under spends in their budgets and wherepossible over spends in one area are compensated for by underspends in another.
 Each quarter the managers of the budget users receives suitablemanagement accounts (reports).
 Managers are required to provide explanations for any variance.
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 Managers have to explain differences between their agreedbudgetary profile andthe actual expenditure in the previous periodif these are more than about 10% of the budgeted figures.Theexplanations should then be provided to senior managers andFinance Officer.
 Any amendments to the budget are formally agreed and recorded.
 All transfers of money from one budget head to another, should besuitablauthorised by senior managers in line with the formalscheme of delegation. The original budget should still be reportedin management accounts even if this is amended during the year.
 Where forecasts suggest it will not be possible to continue toprovide the planned level of service for the whole year within thecurrent budget, the accounting officer prepares a proposal for theManagement, and seeks a suitable supplementary.
 Supplementary votes (budget rebalance) are recorded in thebudget by amendments to the original budget, and forecastexpenditure is compared to the new profiled budget .
 Changes proposed to the approved budget will be first consideredby the senior management team, which will make proposals to theCouncil for approval.Where a budget holder is responsible for morethan one budget, virement is permitted with the approval of thedean or director. Virement between budgets held by differentbudget holders is permitted with the approval of the transferringbudget holder and the dean or director

2.3.2.7 Treatment of year-end balances

At the year end, budget holders will have the authority to carry forwarda positive balance on their budget to the following year within the rulesspecified by the University’s budgeting procedures.  Budget holderswill not normally have the authority to carry forward an excessivebalance on their budget to the following year unless the deputy vice-chancellor has approved a specific scheme for carrying forward all orpart of unspent amounts. A negative balance will be set against thefollowing year’s budget allocation.
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2.3.2.8 Summary of steps in preparing a budget:

(i) Nature of operating budget
(ii)Preparation of the budget
(iii) Budget calendar
(iv) Estimating Donor -Based Income
(v) Estimating Student -Based Income
(vi) Estimating Sales -Based Income
(vii) Estimating Operating Expenses
(viii) Estimating Staff Establishment Expenses
(ix) Budgeting for Departments or Functions
(x) Budgeting for Direct and Indirect Expenses
(xi) Interaction and Negotiation

2.3.2.9 Managerial Review of Budget performanceMaseno University Statute XIX, S. 19 sets out specific financialprovisions
a) S.19.1 General Provision

The Accounting Officer of the University Subject to provisions of thePublic Finance Management Act 2012, Public Procurement andDisposal Act 2005, Public Audit Act 2003 and other subsequent andrelevant legislations, shall be the Vice-Chancellor who shall undertakeduties that include:
Prepare and submit annual estimates to Council; MasenoUniversity Statute, Schedule 1 also sets out Council Committeesto assist in sound financial management.

b) S. 2.2 Planning, Finance and Investment Committee and
Terms of Reference

(i) Receive, consider and recommend for Council approval,annual estimates of revenue and expenditure
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(ii) Oversee compliance of budgetary allocation as approvedwithin its annual budgets.
c)     S.19.12 Regulations

(i) Council shall ensure that the Medium Term ExpenditureFramework (MTEF) of the University are prepared and suchestimates shall be approved by Council and the Ministry inaccordance with provisions of the Public Finance ManagementAct 2012,  Section 44(1) of the Act, Charter and relevantaccounting standards prescribed and published by the NationalAccounting Standards board.
(ii) Council shall ensure that annual estimates of revenue andexpenditure (both recurrent and capital) of the University areprepared and such estimates shall be approved by Council andrelevant Ministry in accordance with provisions of Section44(1) of the Act and relevant accounting standards prescribedand published by the National Accounting Standards board.
(iii) Council shall not without the prior approval of the CabinetSecretary and the Treasury, incur any expenditure for whichprovision has not been made in an annual estimate preparedand approved in accordance with provisions of Section 44(2) ofthe Act.
(iv) The Vice-Chancellor shall submit to Council quarterly reportsfor approval and onward transmission to the relevant Ministryand the Treasury within ten (10) days after the end of eachquarter.

2.3.2.10PART VI - GENERAL FINANCIAL PROVISIONS RELATING TO
UNIVERSITIES

a) Public Universities

(1) A public university shall prepare and submit its annualestimates of revenue and expenditure to the Cabinet Secretaryfor approval in such form and at such times as the CabinetSecretary shall from time to time prescribe.
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(2) A public university may incur expenditure for purposes of theinstitution in accordance with estimates approved by theCabinet Secretary, and any approved expenditure under anyhead of the estimates may not be exceeded without the priorapproval of the Council.
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3.0 CAPITAL BUDGETING POLICY

3.1 IntroductionCapital budgeting refers to the process of planning for capital expenditures. This isexpenditure on assets or groups of assets expected to be in use for more than 12months. This will include;
i. Land(check with the university document)

ii. Building
iii. Motor vehicles
iv. Furniture and fittings
v. Equipment

vi. Library books
vii. IT projects

viii. Long-term maintenance and refurbishment projects
ix. Acquisition of businesses or ventures.The purpose of this policy is to guide the process of annual capital expenditureplanning, monitoring and control. This is by establishing operational procedures onpreparation of capital budgets, implementation of the budget and prescribingappropriate internal controls.

3.2 POLICYThe overall policy of Maseno University on capital budgeting is;a) To maximize the available resources through prudent financial management toachieve optimum returns on its investments.b) To ensure that capital expenditure items are subjected to appropriate approvals.c) All capital budgets shall be collated with the annual budget.
3.3 PROCEDURESThe following procedure shall apply:-a) On the first week of November the Finance Officer (FO) shall write to theHeads of departments to submit their capital budget proposals for thefollowing financial year.b) Individual departments to submit project proposals by 31st December of everyyear.c) All proposals should have 3 year budget cycles in line with Medium TermExpenditure Framework (MTEF). This has become consolidated with annualestimates to form the submitted Budget effective FY2016/2017.d) The individual department proposals should be authorized as below;
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i. Capital Items below KShs.100,000 approval by the head of department.ii. Capital Items of value of between KShs100,000 and KShs.500,000 -written  justification for the expenditure from the Head of department.iii. Capital Items of value of between KShs.500,000 and KShs.1,000,000 - Abusiness case i.e. subjected to capital appraisal justification by the headof department and approval by the dean or person in charge of division.iv. Construction projects proposals to be developed by projectimplementation committee and shall be provided for by the Strategicplan and/or University Master plan.e) Finance department shall collate the individual proposals and prioritize thesame using appropriate appraisal techniques and identify the source offunding for the various projects (Example reserves, grants, debt, donationsetc).f) In consideration of the prioritization of projects the Management BudgetCommittee shall consider;i. Maseno University Strategic plan.ii. Annual budget and Medium Term Expenditure Framework guidelines.iii. Availability of funds.iv. Special considerations e.g. meet donor or grant requirements.v. Public private partnership.g) The appraised projects are then compiled in a single document, Capital Budgetthat is then deliberated upon by the Finance Budget sub-committee chaired bythe Deputy Vice-Chancellor, Administration, Finance & Development (DVC,AFD)by 7th day of January.h) The capital budget is then presented to Finance Committee of ManagementBoard and the Vice-Chancellor (VC), together with the recurrent budget by10th day of January.i) The VC will table the draft budget at the Planning Finance and InvestmentCommittee of Council for consideration and onward transmission to Councilfor approval. By 15th day of January.j) After approval of the budget by the Council, the Finance Officer will submit thebudget to the Ministry of Education and the National Treasury by 31st day ofJanuary.k) On receipt of the printed estimates from the National Treasury; the FinanceOfficer will commence the process of Rationalization of the budget in line withthe allocated funds.
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l) After approval of the Rationalized budget by the Council the SeniorAccountant in charge of budgets will print out the Capital budgets andcommunicate the same to the Departments.m) For requisition the procurement policy shall apply.n) The acquired asset shall be under the custody of the acquiring department orunits.o) The senior accountant budgeting shall ensure the inventory of the  acquiredasset is updated in the assets registerp) Information processing shall be through the ERP system.q) The Finance Committee of Management Board is tasked with theimplementation of the Capital budget.r) Any variation to the approved capital budget below 10% should be approvedby the Vice-Chancellor and any amount exceeding 10% should be approved bythe University Council.s) Monitoring of implementation progress will be done through quarterlyreports by the Senior Accountant in charge of budgeting to the Finance Budgetsub-committee chaired by the DVC, AFD who will table this to the Councilthrough the Vice-Chancellor.t) nor funded projects will not be subjected to this process of budgeting as longas the capital item or project is provided for in the work plan of theproject/grant.
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4.0 MANAGEMENT OF INCOME ACCOUNTS/REVENUE ACCOUNTS POLICY

4.1 IntroductionThe gross inflow of economic benefits during the period arising in the course of ordinaryactivities of an entity where those inflows result in the increases in equity otherthan increases relating to contributions from equity participants.Revenues are fees earned from providing services and goods. Under the accrual basis ofaccounting, revenues are recorded at the time of delivering the service or merchandise,even if cash is not received at the time of delivery.Generally, revenues are categorizes revenues as either operating, non-operating or otherrevenues.(i) Operating revenues generally result from exchange transactions where each ofthe parties to the transaction either gives or receives something of similar or equalvalue.(ii) Non-operating revenues: Are resources that the University relies on to providefunding for operations, including Government non-capital appropriations andGrants investment income.(iii) Other revenues: Are typically related to capital items, State Capitalappropriations capital improvement fee.(iv) Other classification of revenue-Most accounting systems are designed to track each of these types of revenue. Tohelp achieve uniform accounting, revenue should be classified into the followingcategories.
4.1.1 Tuition - Direct charges to students for instructional classes. These are usually afixed amount for all students in specified grade levels for specific programmes.

a) Fees - Additional instructional charges for optional or special classes. Theseinclude music fees, laboratory fees, athletic fees, etc.
b) Investment Income - Unrestricted earnings (interest and dividends only) onfinancial instruments.
c) Gains and Losses - Realized gains and losses on sale of investments, andUnrealized gains and losses on market value of investments.
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d) Endowment Income - Unrestricted and temporarily restricted earnings(interest and dividends) on endowment funds that are designated for generalschool operations or specific school programs.
e) Miscellaneous Income - Unrestricted income that does not fit the abovecategories and is not auxiliary or industry operations revenue. This wouldinclude unrestricted donations for school operations. If donations arematerial, they could be placed on a separate line. This category would alsoinclude income from rental of school facilities to individuals other thanstudents and employees if it is infrequent or relatively immaterial.
f) Auxiliaries - Income from activities that are not instructional in nature butwhich are closely related to the educational environment for either studentsor school employees. This category typically includes dormitory and otherstudent housing, food service, bus or other transportation, bookstore, andfaculty housing. This would not include rental income from anyone other thanstudents or school employees.
g) Industry Operations - Income from businesses, industries, or programs thatare intended to serve the general public or other businesses. These activitiescan be operated by the school or by third parties. Often this type  of activitybenefits the school through the employment of student labor, which providesstudents with the means to help pay their charges. This activity may provideservices or goods for the school, such as a laundry or bakery, or may be limitedsimply to rental income from school-owned buildings or other facilities.
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4.2 POLICYThe overall policy objectives with respect to Maseno University's income and debtorsystems are to ensure the completeness, accuracy, regularity and disclosure ofincome, and the completeness, existence, valuation, disclosure, security andsubstantiation of debtors.Specific objectives of the policy are to ensure:
(i) Completeness - All income and debtors relevant to the period of review havebeen recorded.
(ii) Existence:  All debtors recorded are valid, exist and are likely to be paid.
(iii) Measurement /Valuation: The recorded income and debtors have beencorrectly and accurately valued or measured. Debtor valuations reflect thelikelihood of payment.
(iv) Regularity: All income has been raised in accordance with established laws andregulations
(v) Disclosure: Income and debtors have been properly classified and recorded inthe organisation’s financial records.
(vi) Security: All debts are pursued appropriately to ensure they remain a- validasset of the university.(vii) Substantiation/Confirmation: Outstanding debtors are periodically verifiedto source documents to ensure the debt remains valid.
The specificpolicy objectives are:

a) The University must record promptly and accurately all types of incomereceived from external sources by the finance department and such incomemust be recorded as revenue.
b) Transactions between cost center’s shall not be treated as income andexpenditure for the university, but rather as internal recovery againstexpenditure incurred in providing the goods and services involved. There isno accounting gain to the university as a whole arising from suchinterdepartmental transactions
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c) The accounts receivables section shall be responsible for all income due andpayable to the university from various sources of income including paymentfor services provided. The department is concerned with raising invoices,matching payments to invoices to record amounts owed or payments pendingto the university by each individual or entity. The section staff should ensurethat all amounts received have been accurately recorded and that anyoutstanding invoices are paid within a specific time frame.
d) All official University invoices must be raised from the finance department byofficers who have access to the online system. This is not only to ensure allmonies due and payable to the University are recorded in the books of accountfor audit and control purposes but also to ensure compliance withInternational Public Sector accounting Standards (IPSAS)
e) Outstanding amounts reviewed by the accounts receivable section on amonthly basis and each debtor should receive a statement of account with afollow-up letter where necessary. Monthly reconciliations should also beperformed.
f) Use of Control Accounts: The university will employ a General Ledger  controlaccount to pinpoint errors
g) Separation of Duties: The responsibility for posting customer collectionsshould be kept separate from those with responsibilities for cash functions.The General Ledger control account should be posted by those withresponsibilities  independent of accounts receivable and cash receipts
h) To satisfy the general audit and policy requirements the following must beobserved:

 Use of official computer generated receipts in triplicate
 A copy of the above must be retained and accounted for
 Daily banking of monies received
 Monies received cannot be put to use
 An officer shall be appointed to be in charge of all monies received forbanking.

i) Council provisions on Income.
4.2.1 S.19.7 Funds and Property of the University

(a) Funds of the University shall be sourced in accordance with provisionsof Section 44(3) and 45 of the Act and shall include;-
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 Income generating activities;
 Capitation grants;
 Loans from government and financial institutions;
 All monies from any other sources provided for or donated tothe University;
 Council may, subject to any other written law, regulations andguidelines, appeal to the general public for subscriptions,donations or bequest for the benefit of the University.

(b) Unexpected balances of grants may be expended from one year to thenext in accordance with provisions of Section 36 of the Act.
(c ) Funds of the University may be invested in accordance with Section 49of the Act.
(d ) All funds of the University, shares, immovable property and securitiesshall vest in the University as provided for under Section 48 of the Act.

4.2.2 S.19.8 Determination of Fees and Charges

(a) In accordance to Section 19(2) (h) fees and any other charges payableshall be proposed by Management and forwarded to Council forapproval where necessary.
(b) There shall be the following charges.

 Consultancy;
 Ethical review;
 Project management;
 Any other that shall be determined by Council

4.2.3 S.19.9 Collection of Fees and Charges

(a) Every person who wishes to be registered as a student for a degree, certificateor other award of the University shall pay the University such registration feesand thereafter, such other fees as Council may determine from time to time.
(b) Every cost centre shall collect such approved charges for goods and servicesprovided.
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4.3 PROCEDURES

4.3.1 Revenue recognition and accounting

a) Revenue shall be posted to the Subsidiary Ledger by the Accountant In charge ofRevenue with responsibilities independent of cash management activities.
b) Payments and other adjustments should be posted to the Accounts ReceivableSubsidiary Ledger by Accountant In charge of Revenue.
c) The Accounts Receivable Subsidiary Ledger should be reconciled with cashreceipts transactions by the Accountant in charge of Revenue responsible for thereconciliation.
d) The Accounts Receivable Subsidiary Ledger should be reconciled monthly to theGeneral Ledger control account by Senior Accountant.
e) Separation of Duties: The responsibility for posting customer collections shouldbe kept separate from those with responsibilities for cash functions. The GeneralLedger control account should be posted by those with responsibilitiesindependent of accounts receivable and cash receipts.
f) Use of Control Accounts: The University employ a General Ledger  control accountto pinpoint errors.

4.3.2(i) Revenue from non-exchange transactions – IPSAS 23

Transfers from other government entities Revenues from non-exchangetransactions (Government grants) are to be measured at fair value andrecognized on obtaining control of the asset.  The University shall recognizerevenues from non-exchange transactions from other entities (non-government) when the event occurs and the asset recognition criteria are met.
Other non-exchange revenues shall be recognized when it is probable that thefuture economic benefits or service potential associated with the asset willflow to the entity and the fair value of the asset can be measured reliably.

(ii) Revenue from exchange transactions – IPSAS 9Rendering of services- Tuition Fees.The entity recognizes revenue from rendering of services by reference to thestage of study when the academic year can be estimated reliably.
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(iii) General RevenueThe Finance Officer is responsible for ensuring that appropriate procedures are inoperation to enable the University to receive all income to which it is entitled.  Allreceipt forms, invoices, tickets or other official documents in use and electroniccollection systems must have the prior approval of the Finance Officer.  Levels ofcharges for contract research, services rendered, goods supplied and rents andlettings are determined by procedures approved by the senior managementteam.(Council).  The Finance Officer is responsible for the prompt collection, securityand banking of all income received.  The Finance Officer shall ensure that all grantsnotified by the funding body and other bodies are received and appropriatelyrecorded in the institution’s accounts.  The Finance Officer shall ensure that all claimsfor funds, including research grants and contracts, are made by the due date.
4.3.2 Maximization of incomeIt is the responsibility of all staff to ensure that revenue to the University is maximizedby the efficient application of agreed procedures for the identification, collection andbanking of income.  In particular, this requires the prompt notification to the Financeofficer of sums due for collection.

4.3.3 Other controls over income

i. there must be approved official rates and lists of charges for all services rendered;
ii. the collection, recording and accounting of revenues should be adequatelycontrolled in order to prevent manipulation;

iii. Proper registers should be maintained of all services provided.
4.3.4 Method for Revenue Collection (MSU Procedure for Financial Services (ISO)

i. The receiving cashier shall receive revenue from University sourcesbetween 9 a.m. to 12 noon in the morning hours and between 2 p.m. to 4.30p.m. in the afternoon hours.
ii. The receiving cashier shall issue receipts for all revenue and record thesein the revenue cashbook.
iii.The receiving cashier shall balance the cashbook after 4.30 p.m every day.
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iv.The chief cashier shall verify the receipts against the cashbook and the cash athand, every end of the day and bank the cash into the respective bankaccounts the following day.
4.3.5 Revenue and debtorsmanagementRevenue management processes must ensure adequate separation of duties and providefor effective supervision and monitoring of revenue collected. For example, activitiesrelated to the collection, recording and banking of revenue may not be undertaken by thesame person .
(a) General DebtorsAt any given time can happen to the subjects from the public sector on a central andlocal level that taxes and charges for services will have been raised by but not yetpaid. This money due represent an asset of the subjects and should be safeguarded inthe same manner as any other asset. It is important therefore that an accurate registerof all debtors is maintained, that they are collected promptly and efficiently, and thatappropriate action is taken to chase outstanding debts, and write off debts that canno longer be paid.The Finance Officer shall create a separate account for each individual debtor,separated into four basic groups by type of debtor.

(b)Students debtorsTuition fees become due on the first day of a programme of study.Field work trip payments are due 28 days from the date of invoice.The amount owing to a department by debtors, who have received a service but havenot yet paid for it, is generally a significant current asset. The accounting officer musttake effective and appropriate steps to collect all money due to the department, ifnecessary by instalments. This will require the accounting officer to consider thefollowing:
(i) Approve Procedures for writing off debts upon approval by the UniversityCouncil.
(ii)Monthly reconciliations of the debtor’s ledger with each debtor’s account(s).
(iii)Preparation of monthly age analysis reports and follow-up action on debtors.
(iv)Terms of trade for debtors and issuing of reminder notices.
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4.3.6 Recording and reports on debts

a) Maintain accounts in the name of each debtor in order to determine andanalyse the total debt.
b) Maintain separate ledger accounts for the recovery of debts by instalment.
c) Maintain separate records for the portion of debts or advances that hasmatured or become due.
d) Provide a summary of all individual debts, to ensure the integrity andreliability of individual accounts.
e) Separate duties between functions related to maintaining accounting recordsand receipting of money.
f) Ensure that employees do not have continuous control of any one functionfor an extended period, by using annual leave and job rotation.
g) As students and clients rarely pay amounts unless a claim is made, an invoiceor statement must be issued to request payment as soon as possible.
h) Notifications to debtors should be controlled (for example throughsequentially numbered statements) and procedures should be implementedto ensure the accuracy of the information.
i) These could include the establishment and maintenance of control accounts,and regular and independent checks to ensure that the total of eachindividual account balances with the control account total.
j) Each month, an age analysis should be produced by type of debt. This shouldinclude detailed listings to allow follow-up on individual accounts. Thesereports should also include data summarised according to the overallcollection performance.

4.3.7 Effective Collection of debts through credit control limits

Collection measures should be progressive and include the following routine actions:issuing invoices when a service is rendered, sending monthly statements, sendingreminders and making personal contact. The Finance Officer should ensure that:
(i) Debtors invoices are raised promptly on official invoices, in respect of allincome due to the institution.
(ii) Invoices are prepared with care, recorded in the ledger, show the correctamount due and are credited to the appropriate income account.
(iii) Any credits granted are valid, properly authorized and completelyrecorded
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(iv) VAT is correctly charged where appropriate, and accounted for (transferto billing) monies received are posted to the correct debtors account.
(iv) Swift and effective action is taken in collecting overdue debts, inaccordance with the protocols noted in the financial procedures.
(v) Outstanding debts are monitored and reports prepared for management.
(vi) Only the Finance Officer can implement credit arrangements and indicatethe periods in which different types of invoice must be paid.
(vii) Requests to write off debts in excess of Kshs £10,000 (inclusive of VAT)must be referred in writing to the Finance Officer for submission to theemployment and finance committee for consideration (include inproposed procedures).
(viii)Debts below this level may be written off with the permission of theFinance Officer (include in proposed procedures)

4.3.8Student fees processing(i) The procedures for collecting tuition fees must be approved by theuniversity management.(ii) The university management shall ensure that all student fees due to theinstitution are received.(iii) Any student who has not paid an account for fees or any other item owingto the institution shall not be included in the graduation list, until alloutstanding debts have been cleared. Such students shall be preventedfrom re-enrolling at the institution and from using any of the institution’sfacilities unless appropriate arrangements have been made. (Academicregistrar).
4.3.9 Student loansAppropriate records will be maintained to support all transactions involvingstudent loans Research Grants and other contracts.
4.3.10 Other Income-Generating Activity

i.Private consultancies and other paid work
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ii.Unless otherwise stated in a member of staff’s contract, outside consultancies orother paid work may not be accepted without the consent of the relevant DVC
4.3.11 Short courses and services rendered

In this context a short course is any course which does not form part of theaward-bearing teaching load of the department.  Any staff wishing to run ashort course must have the permission of their dean and ensure that a fulleconomic costing has been agreed with the Finance Officer. The courseorganizer will be responsible to the dean for day-to-day management of thecourse. The terms ‘services rendered’ include testing and analysis of materials,components, processes and other laboratory services or the use of existingfacilities in order to gain additional information.  Staff wishing to undertakeservices rendered must have the authority of their dean and ensure that a fulleconomic costing has been agreed with the Director of Finance beforehand.
4.3.12Off-site collaborative provision (franchising)

Any contract or arrangement whereby the institution provides education tostudents away from University premises, or with the assistance of personsother than the University’s own staff or with independent contractors (partnerorganizations), must be subject to the following procedure.There shall be acontract signed by the appropriate dean, or if the provision relates to morethan one school, by the Deputy Vice-Chancellor and on behalf of any partnerorganization that shall comply at least with the funding body model contract(as amended from time to time) in place before any provision is made.Contracts for significant changes in franchising activity shall be approved inadvance by the Council.The form of the contract shall be approved by the senior management team.The format for regular reports shall be as stated in funding body guidance.They shall consider the risk factors associated with the proposed partnershipand agree an appropriate entry in the University’s financial forecast.  Wherethe partnership would represent a significant departure from the University’sstrategic plan, the Council shall approve the departure, and the vice-chancellorshall seek the views of and inform the funding body.
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4.3.13Profitability and recovery of overheadsAll other income-generating activities including consultancy must be self-financing or surplus-generating unless it is intended that a new course oractivity is to be launched as a loss leader.  If that is the case, the reason for itmust be specified and agreed by the university management.  Staff must notcommit to, or engage in, any other income generating activities on behalf ofthe university unless there is specific authority from their dean and from theDirector of Finance. Other income-generating activities organized by membersof staff must be costed and agreed with the Finance Officer before anycommitments are made.  Provision must be made for charging both direct andindirect overheads, in particular for the recovery of estates and indirectcosts.Any unplanned deficits incurred on other income-generating activitieswill be charged to departmental funds.Profits on other income-generating activity are allocated back to the relevantschool. Any proposal that involves additional payments to members of staffshould be supported by a schedule of names and values and must be approvedby the dean, and in the case of a dean, the vice-chancellor.
4.3.14Intellectual Property Rights and Patents

Certain activities undertaken within the University including research andconsultancy may give rise to ideas, designs and inventions which may bepatentable. These are collectively known as intellectual property (refer toexisting policy)The senior management team is responsible for establishing procedures todeal with any patents accruing to the University from inventions anddiscoveries made by staff in the course of their research.
In the event of the University deciding to become involved in the commercialexploitation of inventions and research, the matter should then proceed inaccordance with the University’s handbook of intellectual property andrelated matters.
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4.3.15Method for IGA Sales (MSU Procedure for Financial Services (ISO)

i. There shall be offer for sale of goods and services.
ii. The unit cashiers shall receive money from customers and issuereceipts.

iii. The customer shall go to the various sales points and produce thereceipt in exchange for the goods
iv. All the unit cashiers shall surrender the cash received to the revenuecashier in the main cash office on daily basis.
v. The revenue cashier shall issue revenue receipts to the unit cashierswho shall attach a copy to the cash sale book.

vi. The cash sale book shall be audited instantly and investigations carriedout to ascertain any under- cast or over-cast of sales.
vii. The revenue cashier shall bank all the revenue into the IGA bankaccount

4.3.16 Method for the Debtors Management (Credit Control)(MSU Procedure
for Financial Services (ISO)

a. FO shall receive letters from: (i) administration, for debts owing bystaff; (ii) Academic staff requesting to be invoiced e.g. for outstandingfees; (iii) medical officer, for debts over and above entitlement and etc.
b. The accountant in-charge shall raise invoices and post them in therespective debtor’s ledgers.
c. The accountant shall forward the original invoices to the respectivedebtors and copies to salaries section for recoveries.

d. The accountant shall update the debtors‟ ledgers with the monthlysalary recoveries and any cash payment.
e. The accountant shall prepare monthly debtors‟ report for the FO.



FINANCIAL POLICIES & PROCEDURES MANUAL Page 42

4.3.17 Controls on income

(i) Treasury management: invoicing, debt collection, income collection,borrowing
(ii) Income from fees
(iii) Gifts, Donations and In-kind
(iv) Grants and Contracts
(v) Costing and recovery of overheads
(vi) Deficits and Surpluses

4.3.18Debt write-offsShould the Finance officer have taken all reasonable steps to recover a debt,yet have been unsuccessful (or have determined that it would be to theUniversity's advantage to waive a claim), he or she may make a case for writeoff the debt. This must be disclosed in the annual financial statements,indicating the policy followed.
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5.0 ACCOUNTING FOR CASH TRANSACTIONS/ CASH AND CASH EQUIVALENT

5.1 IntroductionCash transactions involve the transfer of monetary value in form of liquid cash or cashequivalent from party (account) to another party (account). The transactions directlyaffect cash in and cash out of the Bank account, necessitating the daily updating of thecash organizations cash-book. Then there is need to carryout regular bankreconciliationsCash is a legal tender that can be used to exchange goods, debts orservices. The term cash includes currency, cheques, money orders, negotiableinstruments and charge card transactions.  University funds are monies received fromtuition, contracts and grants, (delivery of) revenues from University services, stateand federal appropriations, gifts and all other sources of revenue or expensereimbursements, whether restricted or unrestricted as to purpose or use. All checksmade payable to the University or any subdivision of the University are consideredUniversity funds.Bank reconciliation involves agreeing the balance of cash as shown by the bankstatement(s), with that as shown by the cash book(s).It is to be prepared at thebeginning of each month, on the bank balance and cash book(s) balance as at the endof the previous month. It is important that all transactions contributing to anydifference between the two balances are identified, and where necessary remedialaction is taken.
5.2 POLICYThe overall policy of Maseno University on Cash transactions and Bank reconciliationis to institute control and procedures to ensure that cash and cash equivalents are inexistence and are adequately disclosed and valued:

a) Verify correctness of bank reconciliation.
b) Ascertain whether any lien on university banks accounts.
c) Obtain and verify bank confirmations.
d) Ensures foreign currency accounts are translated at the correct rate.
e) Obtain cash in hand certificates.
f) Scrutinize bank confirmations and bank reconciliation on disclosed amounts.
g) maintain appropriate controls over Banks accounts  in order to safeguard cashand ensure the accuracy, reliability and timely reporting of transactionsrelated to cash accounts maintained by the university,
h) Ensure adequate segregation of duties for internal control purposes e.g.employees directly responsible for collection or disbursements are notallowed to perform bank reconciliation.
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i) The main purpose of the cash management system is to implement adequatecontrols over cash receipts and cash payments to obviate the risk of fraud orerror, ensure consistency and accuracy in the treatment of cash and ensureprompt and accurate recording, processing and accounting for cash receiptsand payments.
j) Ensure Daily Finance department record all funds Deposited.
i) Ensure Recording of funds is supported by detailed system of accounting andReporting journal entry forms that capture how to records funds.
ii) That’s units handling cash must both have awareness of and showcommitment to strong internal control for cash receipts.
iii) Ensure that all units handling cash must have prior approval from FinanceOfficer by documenting the necessary and the specific purpose for such cashhandling.
iv) Put in place internal controls necessary to prevent mishandling of funds andto safeguard against loss, strong internal control also protect employees frominappropriate charges of mishandling funds by defining responsibilities in thecash handling activity.

5.3 PROCEDURESAll university bank accounts shall be opened by the University Council and operatedby the Vice Chancellor, the Deputy Vice Chancellors and the Finance Officer of theUniversity. Whenever need arises to open a University account, the officer concernedshall apply in writing to the Vice Chancellor stating the title of the bank, the bankwhere the account is to be opened, the purpose for which it is required.The following procedures shall apply:
i. The accountant final accounts shall initiate process of Bank reconciliations.

ii. The Accountant Final Accounts shall indicate the bank account number andthe date at which the reconciliation is being made i.e. the last date of therelevant month.
iii. The Accountant Final Accounts will enter the closing balance of the bankstatement for the last working day of the month on the form, and indicate thedate of the statement.
iv. The Final Accounts accountant will enter cumulative receipts and paymentsfor the month as per the cash book(s) on the reconciliations statements anddetermine the net total.
v. Accountant Final Accounts shall add the cashbook balance brought forwardfrom the previous month to the net total of cumulative receipts and paymentsfor the month as per the cash book(s) to ascertain the total cumulative balance.There should be no other adjustments required, and this balance should agree
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to the adjusted bank Balance. If there are any differences these areinvestigated they could be to un-presented cheques, un-credited payments,direct debits by the bank etc.
vi. The Senior Accountant Final Accounts shall review and approve BankReconciliation.

vii. The senior accountant Final Accounts shall maintain the custody ofreconciliation Documents
viii. The Senior Accountant -Final Accounts   shall be responsible for designingcontrols that interface manual bank reconciliations to the computerizedsystems

ix. reconcile each bank accounts within 10 calendar days after the end of eachmonth
x. communicate to the Finance Officer all adjusting and correcting entriesresulting from posting and other similar discrepancies immediately forinclusion in the financial system

5.3.1 Procedures for Cash transactionsIt is the responsibility of Finance Officer to record the deposits as cash received.
i. The Finance Officer shall Receive funds advice, ensure it has beenregistered in the incoming register, and forward it to the Cashier.

ii. Cashier will Record cash/cheque in cash register.
iii. The cashier will ensure that all monies received shall be bankedimmediately and not later than the business day following receipt.
iv. The cashier Raise an official receipt in triplicate. Send one copy to sourceof funds to acknowledge receipt. Keep second copy as book copy.
v. The cashier Attach copy of receipts to the bank pay – in slip.

vi. The Accountant in charge of cash office will review account code andupdate the cashbook.
vii. The cashier shall file official receipt and bank pay-in-slips.

viii. Once the cash receipts have been recorded into the systems the accountantwill file all documentation as part of deposit record to be used inperforming monthly bank reconciliation and yearly audit purposes.
ix. The Accountant in charge of cash office will review and approve cashreceipts entered into cash book.
x. Capture the receipts in the GL maintained in the information systems,ensuring that the correct codes have been assigned.
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5.3.2 Procedures for Handling Discrepancies in reconciliationsIn the event of the reconciliation failing to balance at the first attempt, the followingchecks should be applied:
i. The Accountant Final Accounts shall Re-check that all items in the bankstatement are in the cashbook, except in respect of adjustments such aspayments in bank statement not yet credited in the cash books and chequesdrawn but not yet presented brought forward from the previous month. Checkespecially that:

a) All non cheque debits on the bank statement are in the cash book andincluded in the totals.
b) All receipts on the bank statements are in the cash book, or are inrespect of the lodgments in not yet credited by the bank figure of theprevious months’ bank reconciliation.

ii. Accountant will check that all items in the cashbook are in the bank statementexcept for the payments in not yet credited” and “cheques drawn not yetpresented adjustments.
iii. The Accountant shall Check that the addition of the cashbook, and thecumulative figures are correctly brought forward and added on from theprevious month.
iv. Check the correctness of the payments cash book total for the month by addingup the totals of the cheque schedules for the month and then adding on anydirect bank debits. If this reveals a discrepancy, check the adding up of eachindividual cheque schedule, and then if necessary check item by item from theschedules into the cashbook.
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6.0 MANAGEMENT OF IMPRESTS POLICY

6.1 IntroductionAn imprest is an advance made to staff to undertake specific activities or services,upon which he is supposed to accounts for the funds advanced. The imprest could bea one off advance for specific activity (official trip) or may be granted to be a standingimprest to be surrendered by the end of the financial year.Standing imprestaccounts areplenishingaccount in the name of the Petty Cashholder, which is operated with University Petty Cash funds.The purpose of the imprest system is to ensure that:
i. Imprest is issued for approved activities and expenditure;
ii. Proper approval systems are adhered to in making imprests payments;
iii. Reasonable amounts are paid out as imprests;
iv. An imprest is promptly and fully accounted for with appropriate supportingdocuments; and
v. Travel and other activities requiring imprests are adequately planned for inadvance

6.2POLICYThe Maseno University will pay for travel and subsistence allowances for employeeson official duties in accordance with approved guidelines and rates in two instances:
i. In country- out of station allowanceOfficers travelling on duty within Kenya and away from their duty station willbe paid a per diem (a flat accommodation allowance per night) based on thegrade and the location of travel.Officers travelling on duty but not spending a night away from their dutystation will be eligible for breakfast, lunch and dinner allowance at a specifiedpercentage of the respective per diem rates applicable to themExpense incurred will be refunded based actual expenses incurred as issupported by official receipts.The staff when away on official duties should be paid quarter per Diem.
ii. Out of country subsistence allowance
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This allowance will be paid as per approved guidelines and Government ofKenya Circular. All out of country travel will be allowed after obtaining therelevant approvals as defined by relevant government circulars
6.3 PROCEDURES

6.3.1 The general procedures to apply in imprests management are as
follows:

(i) The respective head of departments who had budgeted for activitieswill review and approve travel and activities imprests applications.
(ii)Imprest will be issued to officers for specific purposes and will beaccounted for by submission of cash receipts attached to GoodsReceived Notes (GRNs) for goods and cash receipts properlyauthenticated for services procured.
(iii) Retirement of imprest must be made within 48 hours after thepurpose for which the imprest was applied for has been fulfilled.
(iv) If this is not done the whole amount so taken will be debited tothe Officer’s personal account and recovered from his salary withoutnotice. The accountant in charge of receivables shall consequentlycredit the relevant expense account with the amount of the expenseand debit the surrendering officer’s account by the same amount andreconciling all these to the General Ledger (GL)

6.3.2 Imprest Requisition Procedures

i. The Applicant Complete and sign an Imprest Warrant to undertakeactivities which are include in the approved budget.
ii. The Head of Department to Review the Imprest Warrant to confirmactivity within budget for the period and also checks reasonableness ofrates and quantities used.  Approve, if satisfied and forward the sameto Accounts.

iii. The Senior Accountant- Expenditures Review Imprest Warrant willreview  and authorize payment
iv. Recording of the advance payment in the Register. Also update imprestledger to reflect the debit on the imp rest holder’s account byReceivables Accountant
v. The Imprest Accountant shall file imprest documents.
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6.3.3 Procedures for Accounting for Imprest

a. The Imprest Holder in order to account for activity imprest, fillimprest accounting Form within 48 hours.
b. The Head of Department will Review expenditure documents toensure that all expenditure items are supported by validreceipts /GRNs/vouchers. This will be Approved and forward tothe imprest Accountant.
c. If there is a difference between imprest and when the imprest isundersurrended the Imprest Accountant shall notify theimprestholder to make a refund.
d. Receivables Accountant shall ensure expenditure is assigned tothe correct codes and correctly Analyzed by activity codes, costCentre and financial codes.
e. Receivables Accountant shall post the expenditure by debitingthe expense accounts and crediting staff imprest account.
f. The imprest accountant shall file documents.
g. Where there are any unused funds these should be depositedwith the cashier and a receipt obtained. In exceptional caseswhere excess funds above imprest are used up, such anexpenditure form would be referred for approval. Refund ofsuch amounts will go through the PV system.

6.3.4 Un-surrendered ImprestsA staff debtors ageing analysis report shall be prepared monthly by theReceivables Accountant.The staff imprest account should be reviewed on a monthly basis by the Imprestaccountant.In the event that an employee has not accounted for Imprests advanced within theprescribed Timeframe of 48 hours after the expenditure, the amount should berecovered from the respective Staff’s salary with the authorization of the FinanceOfficer in such amounts and over such periods as the Finance Officer mayconsider.
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7.0 PAYROLL ADMINISTRATION

7.1 IntroductionPayroll administration is the management of payments on account of personalemoluments.

7.2 POLICYThe overall policy of Maseno University on of the payroll administration system is toensure:
(i) Complete and accurate data capture and payroll processing;
(ii) Production of all required reports in a timely manner;
(iii) Employees are paid in accordance with letters of appointment;
(iv) There is adequate security over payroll data; and
(v) Statutory and voluntary deductions (PAYE, NSSF, NHIF, HELB loan, Sacco loans,and contributions) are properly accounted for and remitted to the appropriateauthorities
(vi) No payment of salary made by cash unless special approval is given byFinance Officer
(vii) All payments should be made Directs to Employees Banks Accounts
(viii) Complete audit trail on all payroll payments and direct deposit withauthorizing signatures at each stage.
(ix) Include allowances for transport, housing, acting appointments etc. in grosssalary and pay at the approved rates to the relevant staff as authorized by theUniversity Council.The payroll policy of Maseno University on off cycle payments is to institute control andprocedures to pay. In these instances the salaries section must prepare and submit a requestfor cycle or supplemental pay checks to be produced.

i. Ensure salaries section maintains a manual hard copy log of all requests for off cycle.This log is organized by payroll personnel, and list request is chronological orderfor each group.
ii. All departments must sign off before an employee can be removed from payrollregister.

iii. Human resource Director and corresponding department heads must approveretro/garnishment pay request form before processing by salaries section.
iv. Stop-payment request are required to be signed by the employee and submitted tothe finance department.
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7.3PROCEDURESThe Finance Officer and Director Human Resource is responsible for submitting all paperwork to salaries section for processing of payroll.
a) The payroll accountant shall receive Pay Change Advice (PCA) through FinanceOfficer for action.
b) If the PCA is not concerning a new employee, then the accountant shall use the inputto update the payroll. Otherwise if it concerns a new employee then the followingoccurs:

i. The letter of appointment must signify the acceptance of appointment by thenew employee.
ii. When the new employee reports, a staff movement form is filled by his/herHead of Department and forwarded to personnel registry who allocates apersonal file (PF) number to the staff and   a copy sent to Salaries section.

iii. The payroll accountant incorporates the new employee in the payroll systemafter checking the terms of appointment, date of appointment, emolumentsoffered and minutes of appointment.
iv. The accountant shall make printouts e.g. pay-slips, deduction lists, net salaries,bank listing, and etc.
v. Payroll accountant shall check and verify the payroll for correctness and makenecessary corrections and adjustments.

vi. After all the necessary changes to the payroll have been input, the payrollaccountant shall close the payroll for that particular month. A report on theadjustments made to payroll in every particular month shall be produced.
vii. Payroll accountant shall raise a journal voucher of the summary of earnings,deductions and the net pay, to confirm  the  accuracy  of  the  payroll  in  as  faras  debits  and  credits  are   concerned.  A  spread  sheet    for  employee  activelist  and  total  payments  is  also  prepared  and  should  tally  with  the  journalvoucher  for ultimate accuracy.

viii. The accountant shall process the Payment Vouchers (PVs) for the banks anddeductions.
ix. Salary payments and deductions shall be transferred to the banks.
x. Chief Internal Auditor (CIA) shall audit the payroll and PVs.

xi. The payroll for the following month then commences as above and the cyclecontinues.
xii. The payroll management is administered through management informationsystem under which system Administrator maintains custody.
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xiii. The Finance department is responsible for submitting all paper work tosalaries section for processing of off-cycle and supplemental payment.
xiv. The Senior Accountant is responsible for approving the various forms, such asthe off-cycle check/ Prior Period adjustment request form, the time andattendance report, and personnel Action Form, associated with off-cycle andsupplemental payments request.
xv. The payroll accountant must verify that stop-payment has occurred and thereissuance is received, as well as assist payroll section in verifying off-cyclechecks, and other key off-cycle and supplemental payroll functions

7.3.1 Supplementary payments/Payments Outside the payroll/Off-cycle paymentsDuring the normal payroll management in Maseno University there can be instanceswhere off cycle and or supplementary payments are sometimes required to be issued topay employees. Examples are when an employee is not paid correct amount, not paid atall or entitled to retro
a) The payroll accountant shall receive:

i. Copies of letters appointing external part-time lecturers.
ii. Claims for payment by the part-time lecturers approved by the DVC (ASA).
iii. List of engaged casual workers.
iv. Claim forms from casual workers duly approved by their supervisors andaudited by Chief Internal Auditor.

b) PVs  shall  be  raised  for  the  claims  while  deducting  PAYE  for  the  taxablepayments  and  processed.  The deducted PAYE is recorded and paid out to KenyaRevenue Authority in the following month before the 10th day of the month.
c) Cheques or EFT Payments serial numbers will be written against the PVs andprocessed.
d) Payments via EFT made for casual wages.

7.3.2Procedures – Employee Status Termination

i. The termination of Maseno University employees will commence with the HumanResource Department, which will complete Employee termination form. TheHuman Resource manager will complete and forward to the employees affiliateddepartments for approval.
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ii. The department heads will complete and return employee termination form toHR, who will then notify and forward the form to employee departmentalTimekeeper.
iii. The salaries assistant accountant  shall stop the salary on receipts of thetermination documents.
iv. The salaries accountant will sign employee termination form as well asterminated Employees last T&A report and forward this information TO...
v. If terminated employee accrued annual sick leave, or is eligible for gratuity,additional pay is determined and approved via the off-Cycle processing methodoutlined above.

7.3.3Internal controls relating to salaries and wages

i. The preparation and approval of request for Off-Cycle and Retro pay are segregated.
ii. The salaries Accountant is responsible for approving Off-cycle Check Request/ Priorperiod Adjustment request, retro request and employee’s termination form.
iii. The payroll accountant is responsible for handling and sending application for stopcheque payment form.
iv. The Distribution checks generated from off-cycle, additional pay and retro payrequest is segregated from pay services staff that approve request.

7.3.4PAYROLL GARNISHMENTS AND CHECK-OFFGarnishments and check-offs are deduction from employees pay arising from Employeesrequests, court order and others.The Maseno University Finance department maintains employee’s database in theintergrated Management Information system.There are instances when the payroll services Department is required to respond to requestregarding garnishments, employee pay verifications and corrections.
i. The salaries accountant will approve the release of any payroll information fromsalaries section.

ii. The salaries section will only initiate an employee wage garnishment when it receivesan official communications.
iii. The salaries section will respond to information request that are made in writingfrom university staff.
iv. The Legal department to liase with Finance Department within Finance departmentis responsible for responding to requests from Court order as well as from universityemployees.
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v. The accountant in charge of salaries is responsible for ensuring the finance providesaccurate information in response to information request.
vi. The Assistant Accountant –salaries is responsible for verifying wage and employeeaccount information for reasonable requests and form initiating and processingofficial request for employee wage garnishment.

a) The salaries section will receive request via written documentation, email, etc.
b) The salaries section staff receiving request must document the following;

i. Full name of requestor
ii. Principle firm / organization of the requestor,
iii. Name of university staff solicited,
iv. Information/topics of request, and
v. Contact information of the Applicant.

c) The payroll accountant will complete a request for information release form anddeliver it to assistant accountant. The assistant accountant will review form foraccuracy and reasonableness of request itself before submitting to accountant incharge for final approval.
i. If request is unreasonable, in part or in its entirety, the Accountant incharge will comment and designate which employee information can becommunicated and will then approve request for information releaseaccordingly.

d) The salaries accountant in charge will provide final approval of the informationrelease request. The request for information release form will then be sent byaccountant in charge of salaries to Director Human resource. The Director HumanResource will complete and return form, between three and five business days.
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8.0 MANAGEMENT OF ACCOUNTS PAYABLES

8.1IntroductionAccounts payable are obligations that must be paid off within a given period of time in orderto avoid default e.g.  Accounts payables refer to short-term debts payable to third parties.
8.2POLICYThe overall policy of Maseno University on Accounts Payable is to institute control andprocedures to ensure:

i. All obligations are legitimately incurred for beneficial interest of MasenoUniversity.
ii. All legitimate obligations are paid when Due.

8.3PROCEDURESThe procedures to to be applied in managing accounts payable include:
i. Stores Controller Receipts of Goods through Delivery Notes (DN) against LocalPurchase Order (LPOs) issued to suppliers.

ii. All obligation shall be reviewed on monthly.
iii. The payables Accountant shall Review invoice against LPO, DN and Good ReceivedNote (GRN) and ensure accuracy and congruence. If not in order it should bereturned to the Stores Controller, and if in order forward to Accountant forpreparation of Journal Voucher ( JV)
iv. If invoice agrees to the LPO, DN and GRN, and all documents have been dulyauthorized by creditors Accountant and expense is in line with budget: Post theinvoices to the Creditors Control ledgers.
v. Review of creditors ledger by Senior Accountant for accuracy of account codes andother details(merge with no. 2)

vi. The officer shall update the creditors’ ledger.
vii. The finance department is responsible for timely and accurate processing ofinvoices related to purchase orders. This payment includes goods, services,utilities,etc.

viii. The Finance Officer responsibility to ensure timely and accurate payment tosuppliers. Departments must ensure that orders for goods and services arepriced using valid LPO that are adequately funded and in cases where necessary,that account payable is notified when goods are received, monthly, quarterly andannually
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ix. The department should review charges posted to their accounts and notifyaccounts payables if correction are needed.
x. The department should monitor their encumbrances to ensure that funds areavailable for future purchases.

xi. The payment voucher should be authorized by DVC AFD, Finance Officer and VC.
8.3.1 REIMBURSEABLE EXPENSE TO STAFFReimbursable expenses are expenses incurred by employee in dischargement of officialduties upon which the employer can refund the employees. To ensure that promptreimbursement is made for eligible expenses and which have been approved by one level ofsigning, the Department Head is responsible for ensuring that funds entrusted to the facultyMember/department are used only for purposes consistent with the conduct of theUniversity’s Academic and research programs and activities in a cost effective manner. Thisequally applies to Disbursements made to reimburse faculty, staff and visitors for out-of-pocket expenses incurred to meet the approved objectives.  The Department Head shouldensure that there is a need for the expense prior to authorization and of the subsequentrequest for reimbursement prior to approval
8.3.2 COMPLETING EXPENSE CLAIM FORMSubmit your expense reimbursement claim as soon as you have completed your trip, at thelatest within three working weeks following completion of travel or other activity for whichexpenses were incurred. Timely reporting is very important to ensure that charges arerecorded against departmental accounts and research grants in the correct accountingperiod and while a grant is still open and eligible for charges.If you have received an accountable advance, delays in submitting the expensereimbursement claim reconciling the advance with actual expenses could delay or preventyour receiving accountable advances in future.All employees who are six (6) or more weeks late in submitting expense reports areconsidered delinquent and are not eligible for future accountable advances’.
8.3.3 ATTACHMENT OF ORIGINAL RECEIPTS

i. The principle is that original receipts issued by suppliers must support requests forreimbursement. For on-line purchases using a personal credit card, the receipt wouldbe the printout of the confirmation of purchase, registration, etc., provided by thewebsite after payment.
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ii. If you are missing a receipt, please document this in writing, have the person to whomyou report sign the document to approve its inclusion on the expense report, andattach the signed document to the expense reimbursement in place of the missingreceipt.
iii. Receipts are not required for subsistence or claims for mileage.
iv. Other expenses that are difficult to receipt may be approved at the discretion of theindividual approving the claim. Public transit fares, incurred for university business,and gratuities would be examples of such items.
v. Organize receipts/proof of payment in the order of presentation of the item on theclaim form.

vi. In the case of a large number of receipts, review of the claim can be completed moreefficiently if the receipts are numbered and the numbers are entered on the claimform.
vii. Use staples (do not use paper clips) and if there are too many documents, place thereceipts in an envelope and securely staple the envelope to the claim form.

viii. If unable to comply in all respects with these requirements regarding expensereimbursement, attach a written and signed explanation to the claim form report anddraw this to the attention of the person responsible for approving the claim.
8.3.5 OBTAINING APPROVAL

i. Once you have completed the form, signed it and attached the original receipts, havethe expense reimbursement /accountable advance settlement approved by the Headof Department. The approval of the person you report to indicates that the expensesare legitimate university business expenses and that they are appropriate andreasonable for the activity undertaken.
ii. One-up approvers will review all employee expense reports for compliance withthese policies and guidelines and will not reimburse an employee for expendituresthat deviate from these policies without written approval of the department head.Each faculty/ department can initiate procedures that are more stringent than theabove "one-up" requirement. This could be the case in a large department where itmay not make sense for the one-up approver to be the final approver when thisindividual may not have control over the departmental budget. These guidelinesrepresent the minimum requirements – faculties and departments are encouraged toinitiate more stringent procedures were deemed necessary.

iii. Approval of Claimof visitors and students are approved by the faculty or staffmember responsible for authorizing the expense.
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iv. If the person who is authorized to approve a claim is not available, the claim must beapproved by the head of department. In this situation, that means the approver mustbe the “DEAN” However, if there is an individual who is placed in an "acting" role andtherefore taking over all the responsibilities of the approver (e.g. the associate deansign for Head”, or a professor becomes the “acting chair” of a department) then theindividual in the "acting" role would be authorized to approve the claim since theyare, in effect, taking over the responsibilities of that position.  It should be noted thatwhen the “one-up” approver is available, he/she cannot delegate this authority tosomeone else.
v. Obtain assurance that expenses claimed are eligible and that receipts / proof ofpayment comply with requirements set out in the above portion of this section. Thebusiness purpose must be clearly documented such that the purpose could bereasonably understood by an outside party.

vi. The review should include an assessment of compliance with specific restrictions orlimits, and should also include consideration of the necessity of the expense(s) andwhether the most cost effective option(s) was selected under the circumstances.
vii. Review and, if in agreement, approve the claimant's written explanation with respectto any items which do not comply with the requirements. Otherwise, return the claimto the claimant for adjustment.

viii. Obtain assurance that the claimant is the signing authority for the account(s) beingcharged or has the approval of the account signing authority.
ix. Obtain assurance that there are sufficient funds to cover the expenses.
x. When satisfied that the claim meets University requirements, signify approval bysigning the claim form in the designated area.

8.3.6 RECEIVING PAYMENTWithin a short period of time after the reimbursement has been Processes, you will receivepayment credited via Electronic Fund Transfer to the bank account on record in youremployee file, or receive a cheque.
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8.3.7 ACCOUNTS PAYABLE OUTSIDE CREDITORS

 System records as accounts payable only valid transactions based on documentedvendor invoices, receiving reports, or other reasonable documentation. If payment toa vendor is disputed, the Senior Accountant uses discretion on whether to record therelated potential accounts payable, erring on the side of conservatism.
 Vendors and suppliers are paid in accordance with agreed upon payment terms,taking advantage of any discounts offered. If no payment terms were discussed, FLSassumes that accounts payable are to be paid 30 days after being invoiced.Salaries,wages earned, payroll taxes, professional fees, rent, and insurance costs incurred, butunpaid, are reflected as a liability when incurrence of the obligation occurs.
 Expenditure shall only be committed or incurred by any person, within the limits of adelegation in writing conferred on that person by the Council or Chief Executive
 A person who commits or incurs expenditure shall be responsible to exercise dueeconomy and to ensure that funds are available for the purpose of that expenditurebefore any commitment is incurred.
 As a general rule an officer/employee is not to approve a matter that is self-related,e.g.Travel, expenses, overtime, petty cash etc. or to have an officer/employee who issubordinate to them approve such self-related matters. An officer/employee whoexercises a delegation of authority should not approve a matter that is for anofficer/employee for whom the delegated officer/employee has no responsibility.
 Expenditure for the purchase of land or buildings or the erection of new buildingsshall not be incurred unless the proposal for expenditure is submitted for the priorwritten approval of the Council.
 All legitimate invoices are paid within 30 days
 Procedures are the control activities which help ensure that management policies arecarried out. Control activities address both manual and information technologyprocesses, and are applied at various organizational and functional levels.  Controlactivities address the following areas:

a. Reconciliation of Accounts Payable Records - Reconciliation of source data,subsidiary ledger totals, and General Ledger control accounts is performedperiodically to ascertain the accuracy of accounts payable entries.
b. Internal Reviews - Internal reviews are conducted to determine if duplicatepayments or overpayments exist. To be done Quarterly
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8.3.7 VOUCHER PREPARATION AND REVIEW

i. Invoices are received and stamped “Received” at the Finance Officer's office, theinvoices shall then be recorded in a register who then forwards them to theCreditors' Accountant who verifies the amount due and approves the invoice forprocessing.
ii. The original invoice is filed in chronological order in the vendor's file

iii. The Creditors Accountant shall compare the invoice, local purchase order and thegoods received Note when the item is received.
iv. The invoice is reviewed for: (To be merged with Task 10 Payables)(a) The nature, quality, and quantity of goods ordered and the relatedPrice.(b) Accuracy of all arithmetic calculations and extensions.

8.3.8 RECONCILIATION OF ACCOUNTS PAYABLE RECORDS
i. The total balance in the Accounts Payable Subsidiary Ledger is reconciled withthe General Ledger control account monthly.
ii. Debit balances in the Accounts Payable Subsidiary Ledger are resolvedappropriately (e.g., an offset against other amounts due the vendor, requestingpayment from the vendor, etc.)
iii. Vendor accounts are opened for any person, company, or government.
iv. Department that provides material, goods or services to Maseno University
v. Purchase Orders (PO) are issued for any supplies or materials overKshs10,000.00 and must be prepared and verified by Procurement Officer andapproved by VC or DVC (AFD)
vi. The expense code will be written on the Purchase Order.
vii. The finance copy of the Purchase Order is filed in an "Outstanding PO" file untilthe order has been received. Then, when the order has been received andchecked the PO is filed in the Accounts Payable file.
viii. When the items are received from the supplier, appropriate back-up [Ie: Goods received note)] is checked by the person receiving the order. Anymissing items must be clearly marked on the goods received note.
ix. Also, be sure to advise the supplier right away if any items were missing.
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x. The GRN is then also placed in the Accounts Payable file in alphabetical orderby supplier name.
xi. When the Invoice is received from the Supplier/ Creditor, it is verified againstthe work performed or the goods delivered and authorized by the StoresController. The date of the invoice, the invoice number, the amount of theinvoice, the invoice is coded to the appropriate account(s) are recorded inAccounts Payable for that Vendor. The Invoice is then placed in the AccountsPayable file in alphabetical order by supplier name.  After the end of the month,a statement will be received from the supplier/ Creditor at the FinanceOfficer's office.   This statement is also placed in the Accounts Payable file inalphabetical order by supplier name. By the end of the month, the AccountsPayable folder will contain goods received notes, purchase orders, invoicesand statements, all filed in alphabetical order by supplier name.
xii. When it is time to pay the Suppliers and Creditors, the creditors's accountantshall sort all of the Accounts Payable documents for each Supplier/ Creditor.
xiii. Invoices shall be matched with all LPO’s, and goods received notes (ifavailable) and Payment voucher raised for aproval by the Senior AccountantCreditors.
xiv. Each Payment voucher shall have the expense codes and amounts foreach expense code Cashier will then raise a Cheque for approval by thedesignated signatories.
xv. When a Creditor's Statement is to be paid, tick off ( ) all of the Creditor'sinvoices from the Accounts Payable file against the statement. Check any un-ticked amounts on the statement very carefully - they have either-already been paid or-they have not yet been received or-they are someone else's invoices.

xvi. A payment voucher is produced in triplicate for the total amount of invoicesowing to each Supplier/Creditor.   On the cheque counterfoil, the details of theinvoice number(s) and amount of payment should appear. Once thePayment Vouchers have been signed and approved, ensuring that the detailsof the cheque numbers and dates approved are well documented and attachedto the respective invoices.
xvii. The three-part PV are then separated and distributed as follows:Copy 1 (original) - Shall be forwarded to the senior accountant final accountsCopy 2 - mailed/delivered to Supplier/Creditor together with cheque
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Copy 3 - Remains with the Accountant creditorsCopy 4 - (Book copy) To be forwarded to the stores controller
xviii. Payments for purchases to be made through the invoices and NOT throughsupplier statements

a) the payment is correctly recorded in the accounting records
b) all payments are correctly recorded under the appropriate budgetary headsand expenditure votes
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9.0EXPENDITURE: ACQUISITION OF GOODS AND SERVICES

9.1 IntroductionExpenses are Outflows or depletions of assets from normal operations and losses (bothrealized and unrealized).Expenses decrease assets.The authority to purchase goods and services is both a privilege and a responsibility. Theindividual who has this authority not only makes decisions as to what types of merchandiseare needed, and in what quantities, but also commits the organization to the payment ofmoney. Job descriptions should specify who is authorized to originate purchase orders, andfor what types of goods and services. These details should be written out, and should beunderstood by the individuals involved.
9.2 POLICYTo provide direction regarding the acquisition of goods and services for Maseno Universityand specify requirements for expenditure commitments, purchases and contracts. Theoverall policy of Maseno University on acquisition of goods and services is to institutecontrols and procedures to ensure that:
(i) Prior to making a commitment for the expenditure of funds, there must be sufficientfunds in a budget approved by the Maseno University Council.
(ii) When availability of funds is confirmed steps to purchase the goods and/or servicescan proceed.

9.3 PROCEDURESThe general procedures for Stores Control dwell on Receiving and documentation of thereceipt and custody of goods.
9.3.1 Key Controls over Receipt of Goods and Services

i. There should be an official order for all goods and services received by anorganization. When goods or services are received, the goods received note (GRN)should be matched to a valid, open order to ensure its validity. Goods receivedwhich do not relate to a valid, open order should be investigated carefully:accepting such goods may incur an obligation which has not been properlyapproved.ii. The Delivery Note by the supplier should be signed by at least 2 officers (storekeeper and stores controller)
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iii. Ensuring the complete recording of all goods and services is crucial to ensure thatpayments are only made for goods received. It is advisable to ensure that all goodsreceived are signed for, and that the organization and the supplier keep acopy of this receipt.
iv. Some key controls over the receipt of goods and services are:

a) all goods and services received are accompanied by a goods received note, copiesof which are kept by the organization and supplier;
b) all goods received are matched to an official order before being accepted; theorder is marked as closed on the system;
c) goods received without an official order are checked for appropriateauthorization before acceptance;
d) all goods are checked for quality, quantity and specification before beingaccepted; the
e) goods received note is signed for by an authorized officer
f) Goods are only delivered to approve locations which have adequate security.

9.3.2 Key Controls over Payments for goods and servicesPayments for goods and services may be made by cheque or direct bank transfer.Security and efficiency are highest when using bank transfers, then cheque. It is thereforerecommended that organizations limit the use of cheque payments where ever possible. Keycontrols over bank payments include:i. proper procedures for the preparation of payment vouchers, includingattachment of supporting documents and deduction of discounts, returns, etcii. adequate procedures for the receiving, recording, custody and issue of chequebooksiii. adequate rules and regulations governing the preparation of requests forTreasury payments, e.g. machine printed, officials authorized to sign, use ofcrossings, etciv. appropriate methods for transmission - by direct transfer to the payee's bankaccount, etcv. adequate procedures for the arrangement, storing and custody of all paid invoicesand supporting documents for a specified periodvi. Proper recording of all payments in the cash and bank books, monthlyreconciliation with bank statements and follow-up of any uncleared items,all duties being properly segregated amongst staff.
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9.3.2Objectives with respect to an organization’s purchase and payment systemsThe overall audit objectives with respect to an organization’s purchase and payment systemsare to ensure the completeness, occurrence, measurement, regularity and disclosure ofpurchases and payments, and the completeness, valuation, ownership and disclosureof creditors and/or commitments.
9.3.2.1Substantive procedures are as detailed below:

9.3.2.1.1completeness–
a) All purchases, receipts, payments and creditors relevant to the period ofreview have been recorded. Appropriate orders are raised for all goods andservices and ensure that:i. Official order books are held securely. Only staff authorized to placeorders have access to the order recordsii. Orders are raised promptly on official order forms
b)All goods and services that have been ordered are received and used asrequired i. Adequate segregation of duties exists between staff authorisedto order goods; those who receive them and those who haveaccess to the payments system.

ii. All goods are checked upon receipt against the official order (orgood received note) and their quality is checked; the invoice isthen initialled and dated. Queries are documented andpromptly, raised with the supplier.iii. Goods received are held securely. Where appropriate a securedesignated receiving area is used.iv. All orders indicate where the goods should be delivered.
c) Duplicate payment are avoided

i. Checks are made to ensure that duplicate payments are avoided.Invoices are stamped PAID when input for payment; paymentsare only made from original invoices.
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ii. Appropriate computer reports are produced and investigated,e.g. same invoice value or order number paid to samesupplier in the last three months
d) All valid creditors are recorded on the creditors systemi. Records of outstanding orders are checked periodically to ensurethey are still open. Cancelled orders are marked as such on theorder system

9.3.2.1.2 Occurrence - All recorded orders and receipts actually occurred and wererelevant to the period of review
a) All goods are received in full and relate to valid orders.
b) All goods received are checked to official purchase orders before thegoods received note is signed.
c) Goods received are checked and signed for by appropriately authorisedstaff.

9.3.2.1.3 Measurement/Valuation- The recorded purchases, payments and creditorshave been correctly and accurately valued or measured.
a. Payments are made accurately and promptly for all goods and goods and servicesreceived and adequate segregation of duties exists between staff who:

i. certify payments;
ii. account for creditor payments;

iii. All payments are certified. This is documented by initialing and dating theinvoice, to confirm checks made on receipt; that received as ordered; andexpenditure code is appropriate;
iv. Lists are maintained of all staff authorized to certify invoices for payment.

b. All payments for goods and services are adequately accounted for.
i. All payments give raise to an individual entry in the creditor payments systemand can be traced to the relevant invoice.

ii. Lists of all proposed payments (prepayment reports) are checked, initialedand dated by authorized staff before the payments are made. For at least a
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sample of these payments, checks are made that the value and payee are thesame as on the invoice and the invoice has been properly authorized
iii. Exception reports are produced of larger payments for particular checks. Allpayments over a certain value are individually signed or signed by asecond person

9.3.2.1.4 Ownership - All recorded creditors are properly those of the audited bodyand arise solely from regular activities.
a. All creditors are generated solely from appropriately authorized orders

i. All orders are suitably authorized Budget holders authorize orders to showthat the goods or services are required and that a budget is available withintheir delegated limits.
ii. Suitable levels of stocks are maintained. However, these should be minimizedand no more than e.g. one month’s supply should be held.

iii. Amendments to standing data on creditors is adequately authorized andchecked. Amendments to the creditor payments master file are suitablychecked and authorized. Summary reports of all changes are periodicallychecked. Checks are made to ensure no staff are set up as creditors.
b. There are adequate access controls to the ordering and creditors system

i. Passwords and user profiles are used to control access to information on thegeneral ledger.
ii. Passwords are changed at least every 6 months. Each member of staff has theirown password and they have been clearly instructed not to give/ share/ telltheir password to any other person.

iii. The computer system administrator (the person who sets up new staff,changes profiles, etc) does not use the system or have access to any of thefinance systems.
c. Transactions are in accordance with the appropriate delegated authority
9.3.2.1.5 Regularity - Purchases and payments are in accordance with establishedlaws and regulations.

a. Payments are made in accordance with payment terms.i. Payments are made within an appropriate time scale with regard toprompt payment discounts and supplier terms of credit (30 days unless
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otherwise stated in the contract). Compliance with payment terms isreported to management at least quarterly.
b. All payments relate to approved expenditure heads

i. All orders are approved by budget holders or managers under delegatedauthority. Orders indicate the budget head to which the purchase relates.
ii. Budget holders review all expenditure charged to their budgets eachmonth to ensure the expenditure falls within theapproved vote.

9.3.2.1.6 Disclosure - Purchases, payments and creditors have been properly classified andrecorded in the organisation’s financial records.
a. All transactions are properly recoded in the financial records.

i. The structure of expenditure: records in the government’s chart ofaccounts allows for the recording of types of expenditure incurred, byorganisation and region.
ii. All coding is checked for accuracy and consistency at least on one samplebasis.
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10.0 GRANT MANAGEMENT

10.1 IntroductionGrants are non-repayable fund, bounty, contribution, gifts or subsidy (in cash or kind)bestowed by a government, corporation, foundation or trust often but not always tononprofit entities, educational institution, business or an individual for specified purpose toan eligible recipient. Grants are usually conditional upon certain qualification as to the use,maintenance of specified standard or proportional contribution of grantees or othergrantors. Grant management refers to administrative tasks required to handle the money,reporting and program implementation in a way that meets generally accepted standards aswell as the requirement of the funding source. There are seven grants that requiremanagement;i. Capital Grants – e.g. Endowment, Building, Equipment and Construction.ii. General Operating Grants – That are for every day operation of organization.iii. Program/ Project Grants – That are for specific activity or plan within an organizationthat are usually time limited.iv. Start – Up Grants – That cover the cost of starting a new project or organization.v. Technical assistance Grants – That support an organization development orinfrastructural needs.vi. Planning Grants – That supports planning stages of a future project.
10.2 POLICYThe purpose of Maseno University on grants is to develop, implement and maintainmeaningful grant oversight and coordination for the University thereby increasing grantrelated revenue, limiting University exposure to grant related legal liability. This willimprove efficiency and impact on programs and services funded through grant. The policyand procedures contained herein are intended to foster exceptional stewardship of thepublic trust through a rigorous adherence to ethical standard associated with grant relatedactivityThe specific objective of Maseno University on grant management is to institute controls andprocedure to;

i. Promote sound financial management.
ii. Ensure that grant related activity is consistent with the University strategic priorities.
iii. Ensure integrity of University good standing among the donors.
iv. Ensure detection and mitigation of potential grant related problems.
v. Promote efficiency and effectiveness in grant funded project and programs.
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vi. Ensure accountability for financial and programmatic elements of grantadministration and management.
10.3 PROCEDURE

i. No officer or employee of the University shall have any interest, financial orotherwise, direct or indirect or have any arrangement concerning prospectiveemployment that will or may be reasonably expected to bias the design, conduct orreporting of grant funded program on which he or she is working.
ii. It shall be the responsibility of Grant Principal Manager for each particular grantfunded program to ensure that in the use of project fund, officials of the Universityshall avoid any action that might result in or create the appearance of using his or herofficial position for private gain, giving preferential treatments to any person ororganization loosing complete independence or impartiality or making an officialdecision outside official channel.
iii. The receiving department shall be responsible for initiating the process of raisingfund from the donor.
iv. For research grant, Deputy Vice-Chancellor, Planning, Research and Innovation hassole responsibility for approving external funding for Research and planning Grants.While the Deputy Vice-Chancellor, Administration, Finance and Development has asole responsibility for approving external funding for Capital Grants, Generaloperating Grants, Program/Project grants, Start–Up Grants and Technical AssistanceGrants.
v. Both officers shall have in their respective responsibility to authorize the submissionof grants proposal, execution of grants contract and grant agreements.
vi. The Department of Finance shall be responsible for the oversight of grant relatedfinancial activity.
vii. Finance Officer shall establish Research and Grant Account as appropriate, review offinancial reports generated by recipient department, establishing and maintainingmaster file for each grant received by the University.
viii. Grant Manager identifies and investigates any issue that may arise withrespect to the management of University grant and general oversight of other relatedissue.
ix. All fund received for the purpose of research and grants activities shall be depositedinto Research and Grant Account.
x. Funds in Research and Grants Account shall be used and applied by the Council forspecial purpose in accordance with the agreement between the donor and theUniversity.
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xi. Legal Officer shall conduct a legal review of grant agreement to ensure that all termsof agreement are legally enforceable and sound.
xii. A grant records shall be created in Grant Management Data Base for each grantawarded to the University. Each grant record shall include all information requestedin Grant Management Data Base as applicable to the associated grant, including duedate of reporting, relevant information from implementation plan and completiondate of all tasks and deliverables. Each grant record shall be updated upon anychanges to the status of and/or the information previously entered.
xiii. Upon notification of grant award, the recipient department shall convene animplementation and planning process which shall include departmental grantmanagement committee and accounting staff, key project staff and any other keyindividual. If there is already existing work plan with sufficient detail about specificgrant, it can take the place of an implementation plan.
xiv. Grant implementation plan shall have project overview, project goals andobjectives, identification of roles and associated responsibility, anticipatedexpenditure schedule and evaluation matrix that identifies measurable objectives.
xv. The master file associated with grant award shall include submittal (e.g. applicationguidance and a copy of application), research (statistical and other information usedin preparation of and support of grant), award (e.g. award letter, grant agreement,and any material relating to the award), finance (e.g. account set – up, purchasingorder and invoice), report (e.g. report to granting entity and evaluation components).
xvi. Grant funds awarded to the University shall not be used to supplant an existingexpenses so that  current fund  can be diverted to another use unless such use of grantfunds are explicitly identified as allowable in writing by the University entity.
xvii. If the University anticipates receiving program income, it shall be budgeted inaccordance with University budgeting procedures.
xviii. The custody of fund disbursed shall be under finance department and managedaccording to normal University procedures.
xix. Upon receipt of grants fund, finance department shall issue a receipt to thedonor and notify the department concerned.
xx. The Principal Researcher shall prepare accurate financial reports as required by thegrantor. Copies of all financial status and final reports prepared for submission to thegrantor shall be provided along with the associated fund/ Agencies or organizationnumber to finance department at the time of submission. The principal researchershall prepare quarter activity and financial report to the relevant Deputy Vice-Chancellor (DVC) for onward transmission to the Council.
xxi. The receiving department shall prepare annual report to Deputy Vice-Chancellor concerned in their respective area of operation.
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xxii. The University shall prepare progress or other programmatic report as requiredby the grantor. Copies of all progress and other programmatic reports prepared forsubmission to the grantor shall be provided to finance department.
xxiii.Upon completion of the grant period of each grant with an associated specialrevenue fund account, the recipient department shall prepare a memorandum thatidentifies the name of the grant, and special revenue fund number. The memorandummust indicate that the grant is being closed and describe the final required activities.
xxiv. Upon review of the memorandum and satisfy of any discrepancies, the financedepartment shall update the accounting system and place the memorandum in themaster file.
xxv. The department shall prepare notification paper to the relevant Deputy ViceChancellor for onward transmission to the council when there is a reasonable groundto believe that the department shall receive grant from the donor.
xxvi. The department receiving the grant award shall prepare a fiscal impact statementand submit it to the relevant Deputy Vice chancellor for submission to the council forapproval, before any fund from the granting entity are appropriated or expended. Thecouncil paper shall be accompanied by the ward letter, grant agreement and any otherrequired documentation.  This procedure shall apply except for research fund.
xxvii. The department shall prepare a budget revision request to finance department toadd the grant award to departmental budget. The fund and the project into which thegrant funds are to reside must be clearly stated.
xxviii. The department shall ensure that the office of respective Deputy Vice-Chancellorshas the required original grant award letter ready for signature. Grant awards mustbe clearly labeled at each location that requires a signature with a “sign here’’ label.
xxix. The department shall be responsible for submitting the grant award to the grantorby the grant award due date.
xxx. No grant fund shall be disbursed until council paper and budget revision approvedby the University Council.
xxxi. Modification of budget associated with grant funded project in such a way thatalters the grant amount or moves fund from one budget to another shall adhere touniversity policy and procedures for budget modification and grantor requirement.
xxxii. All income resulting from grant funded program shall adhere to University policyand procedures and shall be managed and maintained as established in the awardletter, grant agreement, contract, special condition or other document generated bythe granting entity.
xxxiii. All procurement activity associated with grant funded project or programs shallfollow the procedure outlined in the University purchasing policy and proceduremanual and maintain compliance with University charter requirements. A copy of the
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grant agreement and/or documentation specifying grantor purchasing requirementshall be provided to ensure compliance.
xxxiv. All property acquired through grant fund shall be subject to the University Charterin addition to the University restriction and or requirement set forth within the termsof grant shall be managed according to provision set forth in procedure in managingnon–current asset.
xxxv. The Finance Officer shall second an accountant to keep accounting records foreach project. All grant and any related matching fund revenue and expenditure shallbe recorded in the grant project. Any revenue and expenditure that occur in anotherprogram/project that are applicable to the grant or that are used as a match shall havea journal entry match to put the revenue or expenditure in the appropriate grantproject with a detailed explanation, including General Ledger date and batchinformation.
xxxvi. Recipient department shall be responsible for adherence to the stipulationoutlined in the approved grant award / contract to ensure allowable expenditure areincurred.
xxxvii.The University Directorate of Quality Assurance shall be responsible fordeveloping a monitoring plan using the general and specific requirement of the grant.The quality assurance officer shall develop a timeline for internal monitoring andshall enter in a master grant.
xxxviii. Internal controls shall be strengthened and include risk based assessments inmonitoring. Some factors to be considered during monitoring include;

a. Program with complex compliance requirement which have a higher risks ofnon-compliance.
b. The larger the percentage of program award passed through the greater theneed for sub-recipient monitoring.
c. Larger dollar award are of greater risks.
d. Review and approve process for disbursement to sub- grantee.

10.4Research Grants

i. Funding agreement that constitute a contract shall be required prior to the acceptanceand transfer of designated research fund. This agreement shall be instigated by eitherparty and shall be reviewed by the University Legal Officer. Where funds are requiredfrom donation of public fund raising, an internal agreement outlining the condition of theuse of fund shall be entered into prior to the release of funds.
ii. The principal researcher shall initiate process of securing funds from the donor.
iii. The Directorate of Research, Innovation and Partnership shall write to Deputy Vice-Chancellor concern upon request from principal researcher.
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iv. Where the University is involved in any collaborative research program, a collaborativeresearch agreement in accordance with the University collaborative research policy shallbe signed.
v. The type of financial arrangement between the University and other research institutionshall be clearly defined by a formal agreement.
vi. The type of financial arrangement and definition are detailed in the procedureunderpinning this policy. Where the University is the administrating institution, afinancial agreement by way of contract shall be entered into between the funding bodyand the University. This is the primary contract and all sub- contracts for thedisbursement of fund shall reflect the intent, principles, expectation and standard of theprimary contract.
vii. Where the university is a participating institution, a contract shall be entered into whichdefines the University involvement in the research program.
viii. The management of research fund shall comprise of a series of stages commencingwith the preparation of any funding application and concluding with the acquittal of thefunding agreements and the closing of research fund account. The stages shall be;

a. Planning – The following planning requirement shall apply;
i. Application of funding are required to be costed in accordance withcosting guidelines of the University or relevant funding body.

ii. The principal researcher is required to ensure requested research fundare sufficient to cover the cost (including indirect and riskmanagement) required to achieve anticipated research outcome.
b. Initiation – Formal funding agreement and if appropriate, ethics consent arerequired prior to expenditure of research fund.
c. Duration – Funds shall be managed through the grant in accordance with thefunding agreement, provision of this policy and related procedures shall apply.
d. Completion – all research accounts shall be closed at the end of the researchprogram and surplus fund as defined in accrual accounting and shall be dealtwith in accordance with the requirement of the internal Universityprocedures.
e. The respective Deputy Vice-Chancellor shall provide infrastructure toadminister research fund with integrity. The DVC shall;

(i) Establish separate project account for each new research agreement withinthe financial system.
(ii) Make project reports available detailing all financial transaction andsummarizing the financial status of individual research project.
(iii) Prepare invoices to funding bodies in accordance with fundingagreement.
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(iv) Prepare financial acquittal for funding bodies and other fundingpartners as required under funding agreements.
(v) Co –ordinate independent audit of research fund as required under fundingagreement.
(vi) Assist in the conduct of internal audit research fund initiated underInternal Audit Program.
(vii) Ensure all research funds are linked to a research program in theResearch Management Data Base.
(viii) The University shall retain fifteen percent (15%) of research fund asadministrative cost.
(ix) Properties acquired through the research grant shall be used tofurther the objectives of the project managed by principal researcher. Uponcompletion of project, all such property shall revert to the university.
(x) The principal researcher shall prepare quarter activity and financial reportby the tenth (10th) day following end of quarter and submit to the relevantDVC for onward transmission to the Council.
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11.0 PLACEMENT AND MANAGEMENT OF INVESTMENTS

10.1 IntroductionAn investment is the purchase of monetary asset in order to gain profitable returns, asinterest income, or appreciation in value. This includes purchase of bonds, stocks or realestate properties.The purpose of the investment policy is to ensure maximization of income from surplus fundthrough prudent investment strategies, asset allocation and asset mix that minimize risks.
11.2 POLICYThe overall policy of Maseno University is to:-

a) Compliance with the universities Act, Charter,Statutes and requirements onvaluation, presentation and disclosure notes in financial statements.
b) Establish an asset portfolio and appropriate asset allocation in order to achievemaximum return in the Long term.
c) Develop investment strategies that will diversify risk of asset both in the short termand also in the Long term.
d) Ensure all income from investment has been accounted for.

11.3 PROCEDURES

a) The Finance department through the Finance Officer shall be responsible for identifyingsurplus funds or funds allocated to the investment account of the University for Purposesof investing.
b) The Finance Officer shall be tasked with the responsibility of establishing an asset mixwhich will realize real rate of return on invested assets. The various assets to be investedinclude and not limited to:-

i) Fixed Deposits
ii) Equities both Local and international
iii) Fixed income Securities
iv) Real Estates Securities (Real Estate Investment Trusts, Mortgages)
v) Derivatives (Futures, Options)

c) While formulating the asset mix the Finance Officer shall diversify the investments by:-
i. Limiting investments to avoid overconcentration in securities from a specificissuer or business sector.

ii. Limiting investment that have higher credit risks.
iii. Investing in securities with varying maturities
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iv. Continuously investing a portion of the portfolio in readily available funds such aslocal/county/municipal government bonds, money market funds or overnightrepurchase agreement to ensure that appropriate liquidity is maintained in orderto meet ongoing obligations.
d) For purposes of determining the maturity of the asset and the investment strategy thefollowing time horizons shall be considered by the Finance Officer

e) After determining the asset allocation the Finance Officer shall compile a report andsubmit it to the DVC, AFD, who then shall present to Vice-Chancellor to table it to theCouncil for approval.
f) After approval the Finance Officer will initiate and purchase the investment securities inthe securities exchange.
g) Custody document from Central Depository Settlement Corporation (CDSC) shall be keptby DVC, AFD in a secure safe.
h) After maturity of the asset the Finance Officer will sell the security and monies receivedwill be deposited in the investment account of Maseno University.
i) The senior accountant final accounts shall be responsible for updating the investmentregister.
j) The Finance Officer shall be the liaison officer for the CDSC account and the exchange.
k) The senior accountant final accounts shall be responsible for ensuring no manualaccounting system runs alongside the computerized system.
l) The senior accountant will responsible for preparing the quarterly cash flow reportwhich lists the actual cash position quarterly together with the forecasted position to theend of the reporting year.
m) The investment performance( reporting) of the total portfolio, as well as the equity andfixed income segments (both in terms of return and risk) will be measured againstcommonly accepted total return benchmarks, including NSE 20 Share Index, All Shareindex and any other market indices deemed appropriate.
n) The asset mix will be reviewed no less often than quarterly. Rebalancing will occur assoon as practicable if the weighting of any asset class either exceeds or falls short of itsbenchmark. This will be done by the Finance Officer and present the rebalancing reportto the DVC, AFD for approval.

Time horizon specification Estimated time period before
University  need fundsVery short time horizon less than 6 monthsShort time horizon 6 months to 1 yearIntermediate time horizon 1 to 4 yearsModerately long time horizon 4 to 8 yearsLong time horizon over 8 years
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12.0 NON–CURRENT ASSETS MANAGEMENT AND CONTROL

12.1 IntroductionAn asset isany itemof material value tangible or intangible, movable or immovable, capableof producingfuture economic benefit to the University. They are materials controlled byMaseno University as a result of past transaction or other past events.An item over whichthe University has control that can be used for more than12 months and is not held forconversion into cash.MasenoUniversity’s  non-current asset management and control framework identifies thekey elements associated with asset management namely acquisition,use,disposal andinvestment for property plant and equipment it considers a whole of life approach includingoperationalrequirements,acquisition enhancements and disposal of assets, all of which havean impact on asset valuation and depreciation. The University may control other asset underarrangements with other bodies, or under terms of leasing or tenancy agreements.
12.2 POLICYThe overall policy of Maseno University, on non-current assets is that, the asset is to beaccounted for at its acquisition,use, management and disposal.To ensure the accuracy andintegrity of all non-current assets accounting and reporting in respective register, plusensuring that the validation and existence of fixed assets takes place and that an accurateand reconciliation process exists between the assets and ensuring all additions and disposalsare fully accounted for.The following policies shall apply:i. The University will maintain proper stewardship over all its fixed assets.ii. There shall be proper maintenance of internal controls and an internal controlenvironment that ensures the proper control and safeguarding of all non-currentassets.iii. There shall be the capitalization of all tangible fixed assets on a historical cost basis.iv. The University shall provide accurate and timely reports to governance entities.v. The University shall maintain procedures to ensure that proper reconciliations andcorrections are made on a timely basis.vi. The University shall ensure that all depreciation, where applicable iscalculated,summarized, and reported on a basis consistent with Generally AcceptedAccounting Principles (GAAP).vii. That The University shall publish internal policy and procedures regardingstewardship over all fixed assets.
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viii. There shall be an annual review of assets toverify theexistence ofassets recorded in thefixed assets register and to assess the serviceability of the assets.ix. All discrepancies arising from the review are to be investigatedby the University Auditdepartment.x. Ensure assets arenot exposed to any hazards which may result in the insurancecontract being rendered null and void in the event of a loss.xi. The University shall revalue its non-current assets after every five years.
12.3 PROCEDUREIt shall be the responsibility of the Finance Officer and the officer at each level of theorganization to maintainand toaccount, for every asset in their control in the University.The office of the Vice-Chancellor; Deputy Vice-Chancellor,Administration, Finance andDevelopment and the Finance Officer are the sole authorizing agents for the purpose ofpurchase, additional and disposal of every asset.This procedure applies to all staff at the University and covers the purchase, management,and the disposal.This procedure covers physical assets.
12.3.1 ASSET ACQUISITION AND DISPOSAL

a. The University shall acquire assets only for the purposes of achieving its aims andobjectives.The acquisition of an asset shall be as a result of a deliberateconsideration of a request made through the planning process. Upon approval ofthe budget:
(i) The budget holder (AIE holder) will initiate the process of acquisition.
(ii) The DVC(AFD) will authorize the acquisition.
(iii) The purchasing officer will execute the acquisition, within the procurementpolicy framework.
(iv) All fixed assets belonging to the University must be recorded in the fixedassets register upon receipt of the asset.

b. The initial cost of an asset includes the purchase price and other cost incurred tomake the asset ready for use.
c. All fixed assets belonging to the University must be recorded in the fixed assetsregister upon receipt of the asset.
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12.3.2 AUTHORISATION LEVELS BASED ON THE CATEGORIES OF ASSETS

a. Freehold LandThe Vice-Chancellor shall be the sole authorizing agent and the initiator of thetransaction, while the University Council shall be the approving authority.
b. Leasehold LandThe Vice-Chancellor shall be the sole authorizing agent and the initiator of thetransaction, while The University Council shall be the approving authority.
c. Building/ConstructionTheVice-Chancellor shall be the sole authorizing agent and the initiator of thetransaction, while The University Council shall be the approving authority.
d. Motor VehicleThe Vice-Chancellor shall be the sole authorizing agent and the initiator of thetransaction, while the University Council shall be the approving authority.
e. Furniture and FittingsTheHead of Department shall be the sole authorizing agent and the initiator of thetransaction, while the Deputy Vice-Chancellor, Administration, Finance &Development shall be the approving authority.
f. Library BooksThe Librarian shall be the sole authorizing agent and the initiator of thetransaction, while the Deputy Vice-Chancellor, Academic & Student Affairs shallbe the approving authority.
g. GeneralEquipmentsThe user department shall be the sole authorizing agent and the initiator of thetransaction, while Council shall be the approving authority.
h. Loose ToolsThe user department shall be the sole authorizing agent and the initiator of thetransaction, while the HOD shall be the approving authority.
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i. PatentsThe Vice-Chancellor shall be the sole authorizing agent and the initiator of thetransaction, while the University Council shall be the approving authority. TheProcurement Officer shall execute the process of approved transaction.
12.3.3 CUSTODY AND MANAGEMENT OF NON – CURRENT ASSETSAll heads of responsibility centers shall implement procedures ensuring as far as possiblethe security of assets under their control.
12.3.4 RECORDINGThe Finance Officer shall ensure appropriate and timely recording of the asset in the booksof accounts,register, and computerized accounting system. The recording of the asset shallbe done upon receiving inspecting and the certification of the invoice.The asset shall berecorded on historical cost or on its fair value.The recording personnel shall be separatefrom the inspectors. The inspectors shall be the evaluators. The recording personnel shallbe different from the procurement personnel.The procurement personnel shall have an ERP memorandum of all assets purchased in aparticular year.The Finance Officer shall oversee that there is adequate segregationof thecustody, recording and posting of the asset.Year-end procedures for non-current assets shall be:-i. Reconcile the asset register to the general ledger.ii. Prepare fixed asset movement schedule.iii. Review impairment of assets.iv. Review compliance with accounting standard disclosure requirements.
12.3.5 CONTROLi. All keys to the asset(s) shall be in the custody kept in the office of the Head ofDepartment.ii. All titles shall be kept under lock and key in the office of the Vice-Chancellor.iii. All logbooks to University vehicles will be kept in the office of the Vice-Chancellor.iv. All keys to the motor vehicles shall be kept in the office of the Transport Officer.
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12.3.5 DISPOSAL OF EQUIPMENTS AND LOOSE TOOLSThe user through the Head of Department should initiate the process of disposal and thedisposal may be triggered by:i. Loss of serviceabilityii. Impairment of valueiii. Loss of economic valueiv. Technological obsolescence
12.3.6MANAGERIAL REVIEWThe University shall revalue its non–current assets after every 5 years. Due regard shall bepaid to the Procurement and Disposal Act, 2005
12.3.7 Depreciation

a. Except for land the estimated useful life of an asset must be determined and itsdepreciation (or amortization) based on it.Depreciation method applicable shall be on astraight line basis.
b. The following depreciation rates shall apply:

i. Buildings - 2% p. a
ii. Motor vehicles - 20% p.a.

iii. Furniture and fittings - 20% p.a. on residual value
iv. Library books - 10% p.a. on residual value
v. General Equipment - 20% p.a. on residual value

vi. Loose tools - 25% p.a. on residual valueThe net asset should be disclosed in the General Ledger.
12.3.8 Revaluation of AssetsThe Management should invite professional valuersto do the revaluation of the Assets fromtime to time.
12.3.9 Biological Assetsi. Livestockii. Farm growing plants like fruit-trees
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13.0 ENDOWMENT POLICY

13.1 IntroductionEndowment - An endowment is an established fund of cash, securities, or other assets setaside for perpetuity to provide long-term funding for the University, it represents fundsreceived from a donor or other outside entity in an agreement which, as a condition of thegift, generally stipulates that the principal is to be maintained in perpetuity and invested forthe purpose of producing an income stream.
13.2 POLICYThe University shall establish the following Endowment funds:

a) Restricted Endowment Funds:- Donors who make outright gifts of (e.g. $ 100,000)or more are afforded the right to permanently name a designated fund. With aminimum outright gift of (e.g. $ 5,000) a donor’s endowment gift can be made to apreviously established Named Fund or can be restricted to support a specific programof the University.
b) Unrestricted Endowment Fund:- University accepts gifts of any amount to theUniversity’s permanent Unrestricted Endowment Fund to be used for generaloperations of the University. Each year the University Council of the Universitydetermines the use of this fund’s distribution, based upon operational needs of theUniversity
c) Bequests in wills shall be available to the University only upon the death of the donor.The University shall also accept contributions in kind, including space, staff andmovable property and:i. Set forth principles and procedures that are designed to ensure the Universitycomplies with its responsibility to properly manage and administer its endowmentfunds.ii. Ensure that the university is able to maintain the quantity and quality of projects andprograms that are possible through the generosity of donorsiii. The Universityshall seek and receive private sector contributions for the purpose ofestablishing endowments to fulfill its mission and goals. Endowments shall bedesignated for development, scholarships, fellowships, and other educationalactivities.iv. There shall be a Board of trustees created by Council to manage the UniversityEndowment funds.v. The University shall strive to uphold the highest level of accountability in themanagement of endowment fund
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13.3 PROCEDURE

i. The University Council shall be responsible for soliciting and accepting any gift thatestablishes an endowment fund. Officers of the University; shall also solicit forendowment gifts or donations to the University.
ii. Funds to create endowment may be initiated by Council, Management, Deans/ Headsof departments/Directors. All such cases must however be approved by the Council.

iii. All endowment gifts and donation proposals by deans/heads of department ordirectors shall be submitted to the line DVC who shall present them to the UniversityManagement.
iv. The Vice-Chancellor shall then present the proposal to the Planning Finance andInvestment Committee of Council for consideration and onward transmission toCouncil.
v. All gifts shall be received on behalf of the University by the University Council.

vi. Gifts in form of money shall be deposited to the University Endowment accountestablished by the University through the Finance Officer.
vii. The Board of trustees shall be responsible for administration and disbursement ofthe endowment funds. The Board of Trustees shall classify each gift or donation asper the categories set out and shall be responsible for administering the same as perthe category.

viii. The Board of Trustees shall invest a proportion of the endowment funds as per theUniversity Investment policy.
ix. The Board shall provide an annual payout of 5% of market value in order to augmentthe University Budget
x. All transactions shall be recorded continuously as they come by the designatedofficer and reconciliations to be done monthly and submitted to the Finance Officerand the Board of Trustees.

xi. The designated officer shall also submit quarterly statement of account to theFinance Officer who will submit to the DVC AFD and DVC ASA according to thepurpose of the endowment (Academic, development)
xii. The DVC shall then transmit the same to the VC and the Board of Trustees.

xiii. As part of the process of budgeting endowment fund expenditures, schools anddepartments must ensure that planned expenditures are in compliance with theterms of the gift instrument.
xiv. Expenses incurred for endowment purposes should be charged directly to theapplicable endowment fund.
xv. The HOD/Dean/Director shall provide an annual explanation of the use of fundsdisbursed to them, to update the contributor and the Board of Trustees on the
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progress made during the year and explain the impact of the gift on the department’swork.
xvi. If an endowed academic position is vacant the Human Resource Policy shall apply,

xvii. For endowed scholarships, lecture series, etc., the HOD/Dean must provide detailsof how the money was spent, e.g., the name of the scholarship recipient and briefbiographical information.
xviii. The Board of Trustees is responsible for monitoring the endowment funds.

xix. The Board of Trustees shall be responsible for reporting to the donor.
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14.0 AUXILIARY SERVICESAuxiliary services refer to other services offered by the University as avenues of generatingincome.Maseno University auxiliary services comprise of but are not limited to;
a) Capacity building/Short courses
b) Accommodation services
c) Catering services
d) Maseno University farm
e) Kisumu Hotel
f) Maseno University bookshop
g) Maseno conference centre
h) Maseno University press
i) Varsity plaza rent
j) Research and Consultancies
k) Maseno funeral home
l) Vending services

14.1 POLICYThe purpose of the Maseno University auxiliary services policy is to ensure a steady streamof income for Maseno University to supplement tuition fees and government grants.The overall policy is to ensure sustainability of income generating activities; this will bethrough ensuring that the units recover costs and return a surplus. There shall be a limitedliability company “Maseno University Enterprises Limited (MUE ltd.)”, a wholly ownedsubsidiary of Maseno University that shall be formed in accordance with Kenyan law andMaseno University statutes to manage the auxiliary services of Maseno University referredto as enterprises.
14.2 PROCEDURES,STRUCTURE AND GOVERNANCE

a) Maseno University Enterprises Limited (MUE ltd.) will be a limited liability companyexisting under the laws of Kenya. MUE ltd. will be considered a wholly owned limitedliability company of Maseno University; being a company for Maseno Universitygeneral enterprises and is a “supporting organization” to the University.
b) EMU will be governed by a board of directors to be appointed in accordance toArticles and Memorandum of Association and constituted as prescribed for in theMaseno University Statutes. The MUE ltd. Board is responsible for the governance and
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oversight of the MUE ltd. affairs, personnel, and properties. To address theseresponsibilities, the board should issue policies, ensure that MUE ltd. operates inaccordance with its mission and all legal requirements, and monitor MUE ltd. financialcondition.
c) There shall be a Managing Director to be appointed competitively as prescribed bythe University Statutes. The Managing Director shall be in charge of the day to dayoperations of the company and will be in charge of the various Income generatingunits.

Figure 1 Proposed Organization Structure for MUE Ltd

‘Other enterprises’ - Consists of income generating activities or units that are not bigenough to be considered individually.
14.3 Management secretariat - A team supporting the functions of the managingdirector.With the approval of the Board and the Council, MUE ltd. may establish one or more affiliatesin addition to the three or, come up with new income generating ventures.
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14.4 Allowable Auxiliary Enterprises.All auxiliary enterprises shall be integral to the fulfillment of the University's instructional,research or public service missions.An auxiliary enterprise is allowable only if:
a) There are compelling reasons of economic efficiency to do so;
b) The project or service is unavailable elsewhere in the community;
c) Providing the product or service is a major convenience to the University communityor to members of the public participating in institutional activities; or,
d) Offering the product or service is of major importance to maintaining the quality ofthe institution.

14.5 ADMINISTRATION PROCEDURESIn order to help ensure that the MUE ltd. operates in accordance with sound businesspractices, it shall at a minimum:
a) Comply with corporate governance best practice and Maseno Universityadministrative Requirements.
b) Obtain the Board’s approval of their annual budget, periodic performance reports,and financial statements.
c) Develop, administer, and communicate written policies and procedures for all keybusiness functions. These policies and procedures must at a minimum cover thefollowing areas, budgeting, financial transactions, investment management,procurement, payroll, inventory, administrative services, employee welfare andmotivation, and conflicts of interest.
d) Establish and maintain a system of internal controls that is designed to providereasonable assurance about the achievement of the MUE ltd. objectives with regardto reliability of financial reporting, effectiveness and efficiency of operations, andcompliance with laws and regulations.The MUE ltd. shall have in place a mechanism to reimburse the University for the use ofspace, utilities, and other services that the University provides to the enterprises under EMUconsistent with the approved annual budget and terms and conditions of the contract withthe campus

14.6 Accountability and ReportingEMU limited shall prepare consolidated annual financial statement in conformity withInternational Financial Reporting Standards (IFRS) and generally accepted accountingprinciples and have an audit conducted by an independent certified public accounting firm
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or sole practitioner (independent auditor) in accordance with generally accepted auditingstandards.EMU shall prescribe the format and frequency of reporting for its enterprises, to enable itachieve its objectives of monitoring and measuring performance and reportingrequirements to Maseno University.To enable the University to include pertinent information in its annual financial statements,the audit must be completed within 45 days after the close of the MUE ltd. financial yearwhich will at 30th June. The independent auditor shall be appointed by the Kenya NationalAudit Office after a competitive procurement process.The books and records, financial condition, operating results, and program activities of theMUE ltd. (and its enterprises would also be subject to periodic audit by the office of theUniversity auditor, and to the extent allowed by law, by outside regulatory bodies.All audit reports, including the certified (consolidated) financial statements andmanagement letter (along with a corrective action plan) of the primary MUE ltd. (and anyaffiliate(s), must be transmitted to the MUE ltd. board.MUE ltd. also must meet all regulatory filing requirements on a timely basis (e.g. taxes).
14.7 OTHER PROCEDURESAt the end of every financial year MUE ltd. will distribute part of its surplus as a dividend toMaseno University.There shall be a fund created to ensure sustainability of the various units. (The fund will bemade up of savings of the surplus from the enterprises). This fund will be used for capitalregeneration and expansion only.Dissolutions and dispositions of related net assets are subject to all applicable laws,regulations and restrictions, and unless otherwise stated, the net assets revert to theUniversity or University-approved organization. Prices and rates charged by enterprisesunderMUE ltd. should be established to recover full costs and a margin.



FINANCIAL POLICIES & PROCEDURES MANUAL Page 90

15.0 MASENO UNIVERSITY COUNCIL AND THE FINANCIAL RESPONSIBILITIES

15.1 IntroductionThe Council is the governing, controlling and administering body of the University, createdunder Section 36(1) the University Act and Sec 18(1) of the Maseno University Charter.  Itsoperations are guided by the following:i. Universities Act 2012, Part V, S. 34;ii. Maseno University Charter, S. 18 & S. 19(1);iii. Maseno University Statute II, S.2.3 (a)The functions of Maseno Universities Council are set out in the Section 35(1) (a) of theUniversities Act 2012 and 18 of the Maseno University Charter.  In discharge of its functionsand the exercise of its powers under the Charter, the Council shall be guided by the nationalvalues and principles of governance set out under Article 10 of the Constitution of Kenya,2010.
S. 19 Functions of the Council (Maseno University Charter Provisions)2 (u) to promote and to make financial provisions and facilities for the executionsof the functions of the University;(v) Subject to the laid down government procedures to approve sale, purchase,exchange, lease, or take on, lease movable or immovable properties of theUniversity;(w) subject to the laid down government procedures, to approve the borrowing ofmoney on behalf of the University; and for that purpose subject to the Act  , tomortgage or charge all or any part of the property  unless the conditions of theproperty so held provide otherwise, and  so held  provide  otherwise to givesuch other security whether upon movable or immovable property orotherwise as the Council  may deem fit.(x) To receive, on behalf of the University, donations, gifts endowments ordevelopment grants or other monies and make legitimate disbursementswherefrom.(z) To open bank account(s) for the funds of the University
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15.2 POLICYThe overall policy of MasenoUnivesity on Council Financial responsibilities is to institutegovernance controls and procedures to ensure sound financial management through:
(i) Evaluation of the implementation of strategies, policies, and management criteria andplans of the University (Maseno University Charter, S. 18 (9)(ii) Review of the viability and financial sustainability of the University and shall do so atleast once every year. (Maseno University Charter, S. 18 (10)(iii) Ensuring that the University complies with all relevant laws, regulations, governancepractices, accounting and auditing standards (Maseno University Charter, S. 18 (11)(iv) Approvalof the policies of the University (Maseno University Charter, S.19 (2) (q)
15.3 PROCEDURESMaseno University Statute XIX, S. 19 sets out specific financial provisions
15.3.1 S.19.1 General Provision(a) The Accounting Officer of the University Subject to provisions of the Public FinanceManagement Act 2012, Public Procurement and Disposal Act 2005, Public Audit Act2003 and other subsequent and relevant legislations, shall be the Vice-Chancellorwhoshall undertake duties that include to:-(i) Prepare and submit annual estimates to Council;(ii) Manage assets and liabilities of the University;(iii) Prepare and submit quarterly and annual financial reports to Council;(iv) Be responsible to Council for the resolution of operational and financialproblems of the University;(v) Be responsible to Council for implementation of sound financial managementof the University.(b) Any other financial responsibility as provided for by legislation.(c ) Subject to Section 44 (1) of the Act the Council shall approve annual estimates beforethe commencement of the financial year to which they relate.(d) Subject to Section 44(2) of the Act the University may incur expenditures.(e ) Subject to Section 44(3) of the Act the University may appeal for subscriptions,donations or bequests.
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MASENO UNIVERSITY CHARTER PROVISIONS

15.3.2 S.19.5 Annual Estimates(a) Council shall cause to be prepared annual estimates in accordance to Section 44 ofThe Act and shall approve the same in accordance with Section 19(2)(r) of the Charter.(b) Before the commencement of a financial year, the Council shall cause to be preparedestimates of the revenue and expenditure of the University for that year.
(c) The annual estimates shall make provisions for all the estimated expenditure of theUniversity for the financial year concerned, and shall provide for–(i) Expenditures on salaries, allowances and other charges in respect of membersof the University;(ii) Expenditures of pensions, gratuities and other charges in respect ofretirement benefits which are payable out of the funds of the University;(iii) Expenditures for proper maintenance of buildings and grounds of theUniversity;(iv) Expenditures for proper maintenance, repair and replacement of equipmentand other moveable property of the University;(v) Funding for the cost of teaching, research and outreach activities of theUniversity;(vi) Development expenditures; and(vii) Creation of such funds to meet future or contingent liabilities in respect ofretiring benefits, insurance or replacement of building or equipment and inrespect of such other matters as the Council may determine from time to time.
15.3.3 S.19.6 Accounts and Audit(a) The Council shall cause to be kept proper books of accounts of income, expenditure,assets and liabilities of the University in accordance to Section 47(1) of the Act.(b) The accounts of the University shall be audited and reported upon in accordance toprovisions of Section 47(2-3) of the Act and the Public Audit Act 2003.(c ) The accounts of the University shall be audited by the Auditor-General in accordancewith the Public Audit Act, 2003 and the Public Finance Management Act 2012,
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together with all relevant financial management regulations provided by the Ministryfor the time being responsible for public finance.
15.3.4 PART VI—GENERAL FINANCIAL PROVISIONS RELATING TO UNIVERSITIES

(Public Universities)

S. 44.(1) A public university shall prepare and submit its annual estimates of revenueand expenditure to the Cabinet Secretary for approval in such form and atsuch times as the Cabinet Secretary shall from time to time prescribe.
(2) A public university may incur expenditure for purposes of the institution inaccordance with estimates approved by the Cabinet Secretary, and anyapproved expenditure under any head of the estimates may not be exceededwithout the prior approval of the Council.

49.(1) A public university may invest any of its funds in securities in which for thetime being trustees may by law invest in trust funds , or in any othersecurities which the Treasury or any other authorized body may, from time totime, approve for that purpose.
(2) A public university may, subject to the approval of the Treasury or any otherauthorized body, place on deposit with such bank or banks as the publicuniversity may determine, any monies not immediately required for thepurposes of the university.
47. (1) A public university shall cause to be kept all proper books of records ofaccounts of the income, expenditure and the assets of the university. Considerretaining this and deleting similar provision in charter and statues

(2) Within four months from the end of each financial year, a public universityshall submit to the auditor general of corporations the accounts of theuniversity together with -
(a) a statement of the income and expenditure of the university during thefinancial year; arid
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(b) a balance sheet of the university on the last day of the year.
(3) The accounts of a public university shall be audited and reported upon inaccordance with the provisions of the Public Audit Act 2003.

S.48 All immovable property, shares, funds and securities as may from time to timebecome the property of the public university shall be in the name of the universityand shall be dealt with in such manner as the institution may from time to timedetermine, subject to the conditions upon which any grants are made from publicfunds for capital or recurrent purposes ,and the conditions upon which anyendowment, bequest or donation is made . for any purposes connected with theinstitution.
S.50 The financial year of a public university shall be the period of twelve months endingon the thirtieth day of June in each year.
15.3.5 S.19.7 Funds and Property of the University

(a) Funds of the University shall be sourced in accordance with provisions of Section44(3) and 45 of the Act and shall include;-
i. Capitation grants;
ii. Income generating activities;
iii. Loans from government and financial institutions;
iv.All monies from any other sources provided for or donated to the University;
v. Council may, subject to any other written law, regulations and guidelines,appeal to the general public for subscriptions, donations or bequest for thebenefit of the University.

(b) Unexpected balances of grants may be expended from one year to the next inaccordance with provisions of Section 36 of the Act.
(c) Funds of the University may be invested in accordance with Section 49 of the Act.
(d) All funds of the University, shares, immovable property and securities shall vest inthe University as provided for under Section 48 of the Act.
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15.3.6 S.19.8 Determination of Fees and Charges

(a) In accordance to Section 19(2)(h) fees and any other charges payable shall beproposed by Management and forwarded to Council for approval where necessary.
(b) There shall be the following charges.

(i) Consultancy;
(ii) Ethical review;
(iii) Project management;
(iv) Any other that shall be determined by Council

15.3.7 S.19.9 Collection of Fees and Charges(a) Every person who wishes to be registered as a student for a degree, certificate orother award of the University shall pay the University such registration fees andthereafter, such other fees as Council may determine from time to time.(b) Every cost centre shall collect such approved charges for goods and servicesprovided.
15.3.8 S.19.10 Funds and Accounts of the University

(a) All the funds, assets and property, movable and immovable, of the University will bemanaged and utilized by Council in accordance with Section 45(2) of the Act, Charterand the Public Finance Management Act 2012 in such a manner and for suchpurposeswhich, in the opinion of Council, would promote the best interest of theUniversity.
(b) Provided that Council shall not charge or dispose off any immovable property vestedin it without the prior approval of the Cabinet Secretary in the Ministry in themeantime responsible for finance as provided in the Act and Charter as provided

under Section 49(1) of the Act.
(c) There shall be an Endowment fund to which Council shall appoint trustees to oversee

the Fund as provided under Section 49(1) of the Act.
(d) The asset replacement fund shall be utilized for depreciation costs.
(e) In accordance to Section 46 of the Act unexpended funds of the University shall becarried forward from one year to the other.
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(f) There shall be paid into Endowment Fund all such monies as are received bytheUniversity and declared specifically to be payable into that fund which shallinclude but not limited to donations and grants.
(g) All the monies of the University shall be paid into any one of the following accountsopened in accordance to Section 60(e) of the Act and Section 19(2)(z) of the Charter.i. Revenue Account;ii. Capital Account;iii. Research and Grant Account;iv. Investment Account;v. Endowment Account.vi. Any other that shall be determined by Council.
15.3.19 S.19.10.2 Capital Account

(a) There shall be paid into the Capital Account all such monies as are received by theUniversity for the purposes of capital expenditure and for the construction andimprovement of the University.
(b) The capital monies and the interest therefore of the Capital Account, shall be used andapplied on capital expenditure for the construction and improvement of theuniversity.
15.3.10 S.19.10.3 Research Grants Account

(a) There shall be paid into the Research Grants Account all such monies as are receivedby the University for Research Purposes.
(b) Monies in the Research Grants Accounts shall be used and applied by Council forspecific purposes in accordance with the agreements made between donors and theUniversity.
15.3.11 S.19.10.4 Investment Account

(a) The University may invest any of the funds in securities as provided for under Section49of the Act.
(b) The University may, subject to the approval of the Ministry for the time beingresponsible for finance or any other authorized body, place on fixed deposit with suchbanks as the University may determine, any monies not immediately required for thepurpose of theUniversity as provided in the sec 49(2) of the Act.
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15.3.12 S.19.10.5 Endowment Fund

(a) Subject to the provisions of the Act, the monies standing to the credit of theEndowment fund, shall be invested by Council in such securities as trustees areauthorized to invest in, under the provisions of the laws of Kenya
(b) Provided that where any sums are received by Council for any payment into theEndowment fund are in the form of stocks and shares of any kind other thansecurities,  then Council may, in its discretion, retain such stocks or shares without

converting them into such securities.
(c ) The monies or any portion thereof standing to the credit of any of the accounts otherthan the Endowment Fund of the University may be invested by Council in suchsecurities as Council may deem fit.
(d) Council shall not, save with prior approval of the Trustees, expend any Capital moniesof the Endowment Fund and shall pay into the Revenue Account all interestreceived from investment of monies of the Endowment Fund.
15.3.13 S. 19.11 BorrowingSubject to the Provisions of the Section 45(1)(c) of the Act and Section 19(2)(w) of theCharter, Council may borrow, either by way of overdraft from a bank or otherwise, suchsumsas it may from time to time require for the development of the University. MasenoUniversity Statute, Schedule 1 also sets out Council Committees to assist in sound financialmanagement
15.4.0 Planning, Finance and Investment Committee

15.4.1 Terms of Reference
(a) Receive, consider and recommend for Council approval, annual estimates ofrevenue and expenditure.
(b) Oversee compliance of budgetary allocation as approved within its annualbudgets.
(c) Generate and receive proposals for subscription, donations and bequest foronward transmission to Council for consideration.
(d) Oversee proper recording of accounts of the income, expenditure and assetsof the University and submission of financial reports as by law required.
(e) Oversee proper vesting of all immovable property, shares, funds and securitiesin the name of the University
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(f) Receive and consider for onward transmission to Council proposal forinvesting University funds subject to legal requirements
(g) Receive for consideration and onward transmission to Council reports onmanagement and administration of University;

i. land and buildingsii. Machinery and equipmentsiii. Funds
iv. Vehicles

(h) Receive and consider proposals for University fees and any other charges andrecommend to the council for consideration and approval.
(i) Receive recommendation for onward transmission to Council on scholarships,bursaries and other awards.
(j) Receive proposals on opportunities for investments, for processing andonward transmission to council for consideration and approval.
(k) Receive and consider proposals on acquisition of fixed assets and recommendto Council for appropriate action.
(l) Receive reports on performance of University investments and submitproposals for Council consideration.
(m) Oversee the development, review and implementation of the UniversityStrategic Plan in conformity with the medium term fiscal frame work andpolicy objectives.
(n) Receive, consider and submit for Council approval the annual ProcurementPlan of the University.
(o) Recommend for Council approval the sale, purchase, exchange, lease, or takeon of movable and immovable property;
(p) Subject to the laid down government procedures, to recommend for Councilapproval:

(i) The borrowing of money on behalf of the University,
(ii)Mortgaging or charging all or any part of movable and immovableproperty.

(q) Receive for consideration and recommendation to Council opening, and/orclosing of bank account(s) for the funds of the University;
(r) Receive, consider and make recommendation to Council on reports ofimplementation of the University Master Plan bi-annually;
(s) Receive, consider and submit for Council approval proposals on new projects;
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(t) Review the performance of all ongoing projects and submit reports to Councilon a quarterly basis;
(u) Transact any other business as directed by Council

15.5.0 Audit and Risk Management Committee

15.5.1 Terms of Reference

(a) Receive, review and recommend internal control mechanisms towardsimproving efficiency, effectiveness, transparency and accountability;
(b) Receive and discuss internal and external audit reports and makerecommendations to Council;
(c) Review and oversee the settlement and implementation of recommendationsfrom thePublic Accounts and Public Investments Committees (PAC/PIC);
(d) Review and regularly report to Council on the effectiveness and efficiency ofthe internalaudit function;
(e) Review Management procedures and make proposals to Council formainstreaming ofRisk Management, Controls and Governance;
(f) Review and submit for Council approval the Audit and Risk ManagementCommittee   and internal audit department charters, and the internal auditannual work plans;
(g) Review and submit proposals to Council on improvement of efficiency andeffectiveness of Management systems, including and not limited to high riskareas such as public finance, human resource, academic programs, and generalinternal controls;
(h) Review and submit a report to Council on compliance with policies, laws,regulations, procedures, plans, and ethics;
(I) initiating special audit/investigation on any allegations, concerns andcomplaints regarding corruption, lack of accountability and transparency;
(j) Receive, consider and submit to Council progress reports from the head ofinternal audit unit including:

(i) Work performed compared with work planned.
(ii) Key issues emerging from internal audit work done.
(iii) Status of management response to audit findings andrecommendations.
(iv) Changes to the annual work plan.
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(v) Any limitation in resources that may affect the implementation ofinternal audit work plan.
(k) Transact any other business as directed by Council.

15.6 PART IX —MISCELLANEOUSGeneral functions of a university council with regard to financial management.
15.6.1 S. 60. A University Council shall have the necessary powers:

(a) Manage, supervise and administer the assets of the university in such a manner asbest promotes the purpose for which the university is established;
(b) Determine the provisions to be made for capital and recurrent expenditure and forreserves of the university;
(c) Receive any grants, donations or endowments on behalf of the university and makelegitimate disbursements therefrom;
(d) Enter into association, collaboration or linkages with other bodies or organizationswithin or outside Kenya as the university may consider desirable or appropriate andin furtherance of the purpose for which the university is established and
(e) Open a banking account or accounts for the funds of the university.Oversight of risk management and control monitor and review the effectiveness ofthe risk management, control and governance arrangements.  In determining itspolicies with regard to risk management and internal control, and therebyassessingwhat constitutes a sound system, the governing body should consider the:i. nature and extent of the risks facing the institutionii. extent and categories of risk it regards as acceptable for the institutionto beariii. Likelihood of risks occurring.iv. Institution’s ability to reduce the incidence and impact of riskoccurrence.v. cost of control relative to the benefit obtained in managing the relatedrisk



FINANCIAL POLICIES & PROCEDURES MANUAL Page 101

19.12 Regulations
(a) Council shall ensure that the Medium Term Expenditure Framework (MTEF) of theUniversity are prepared and such estimates shall be approved by Council and theparent Ministry in accordance with provisions of the Public Finance Management Act2012,Section 44(1) of the Act, Charter and relevant accounting standards prescribedand published by the International Accounting Standards Board.
(b) Council shall ensure that annual estimates of revenue and expenditure (bothrecurrent and capital) of the University are prepared and such estimates shall beapproved by Council and relevant Ministry in accordance with provisions of Section44(1) of the Act and relevant accounting standards prescribed and published by the

International Accounting Standards Board.
(c) Council shall not without the prior approval of the Cabinet Secretary of the parentMinistry and The National Treasury, incur any expenditure for which provision hasnot been made in an annual estimate prepared and approved in accordance withprovisions of Section 44(2) of the Act.
(d) Council shall ensure that the final accounts of the University are prepared byManagement in accordance with section 47 of the Act, Charter and relevantaccounting standards prescribed and published by the National AccountingStandards board.
(e) The Vice-Chancellor shall submit to Council quarterly reports for approval andonward transmission to the parent Ministry and The National Treasury within ten(10) days after the end of each quarter.
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