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TECHNI(]AL AND VOCATIONAL EDECATION TRAINING (TVET)
ANNUAI" REPORT AND FINANCIAL STATEMENTS

roR THE YEAR ENDED 30rrr.rur.{E 202r

'\

A

KEY.EI{TITY INFORMATION AND MANAGEMENI'

Background i nformation
Thc Kochogo Vocational Training Centre rvas esta.blished under TVET Act 2013. Thc cntity is domiciled
in Ken-v-a, Kisumu County, Nyando Sub-county, Ahero rvard. 'l"he institute is under the Ministry of
Education.

BACKGROUND HISTORY
Kochog VTC rvas started xay back in 1960 hy African brotherhood church (ABC). 'l-he process was

sparedhcar&d by Mr. Obong'o Wadwa rvho was kind enough to donate a land a long side his counterprt
Jorim Omullo, Joram Gumbo and Ogolla Kungu.

This initiative was necessitated by their quest to see youths acquire conryretencies and skills in teclmical
education. The ABC church bought relcvant equipment's and tools for carpentry and joinery and tailoring
and dress making. Thc institution was vibrant and ran smoothly but unfortunately their dream was
thwarted by urangles with members of the communiry-. The church leadership pulled out, the community
declined to sell/donate land for expansion evantually it collapsed- It r*as then mol'ed to Boya which is
currently.A.hero VTC.

ln 20Q2 and 2012 several attempts were made to revive it by the Ahero l'own Council and the former
Nyando Mp Mr Fred Outa Respectivel-v'horvever it di&r"t bear much fruit.

ln 2013. a board of managcment rvas put in place to oversee the construction of the administration block
and a wor*shop. [t also began the process of registration although it was not successful.

In 2020 the county government of Kisumu took over Kochogo VTC as one of its mandates as a devolved
function, and inaugurated theB.O.G in November 2020.

In January 2021, it"s officially begun its operation and successfully adnritted its first batch of 34 students.
It is situated offKisumu- Nairobi higtway,4 kms liom Ahero town along Ahero Ombaka road.

Courses offered
Electrical & Hlectronics T'echnology
Fashion Design and Garment Making
Building Technology
I'lair drcssing and bcauty thcrapy

Principal Activities

Skills training
Skills dcvelopment

Vision
To become a centre of excellence in provision of relevant skills and market driven courses leading to self-
rel iance and economic empowerment,

Mission
To ofler quality training attitude and knowledgc relevant to the job market

/
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Motto
"Striving for excellence''

Objectives
Production of highly skilled labour for the market.
Ensure compliance with the Technical and Vocational Education and Training Act, 2013, and other
relevant statutory and safety requirements.

(n) Key Manegement

The centre day-today management is under the tbllowing key organs:

Board of Govemors
- County Directorate
- Centre Management

l,iduciary Management

l

I

l-he key management persormel who held oflice during the financial year ended 30ft June 2021 and
rvho had dircct fiduciary responsibilit.*- were:

Name
Mr. John Obiero Awiti
Mrs.Peni
Mrs. Paschalia Ouma
Mrs. Lornah Owino

5 BOG chairman Mr. Okiri Awinda

Fiduciary Oversight Arrangements

County Executive
Audit committee activitics
Development partner oversight acti vities

KEY ENTITY INFORMATION AND MAJYA#EMENT

(b) Entity Herdqurrteru

P.O. Box 160 - 40101

I

\

No.
I

4.

)
3

CECM
Chief Officer
Director
Centre

lil
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AHERO
KENYA

(c) Entity Contacts
Tel;0726839734
E-mai I : kochogovtc}0? I @gmai l. com

(d) Entity Banhers

Kenya Commercial Bank Ltd
P.O.Box 2640-40100
Kisumu

(e) lndepcndortAuditors

Arditor General
Oflice of Auditor General
Anniversary Torvers, Institute Way
P,O. tsox 30084
GPO 00r00
Nairobi, Kenya

(0 Principal legal advisor
The attorney general
State Iaw office
l{arambee Avenue
P.O. Box 40112
Ci(v quare 00200
Nairobi, Kenya.

lv



TECHNTCAL AND VOCATIONAL EDECATION TRAINING (TVET)
ANNIJAL REPORT AND FINANCIAI, STATEMENTS
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TTIE BOARD OF GOVERNORS

l. Board of Governors Chainnan-
Mr.Christopher Okiri Aw.inda

2. Mr. Tom Ocharo lle is the tinance Representative. Holds a diploma
in business and accounts

-i. Mrs. Margaret C)tieno
1 
Industrf Representative. She is a business lady

4. Mr. David Olal IOT Representative. Bachelor of education arts.

5. Mrs. Jennipher Ogolla Technology Reprcsentative" Diploma In office
practice.

6. Mr.Tom Lusi

7. lvlr. Joshua O Nyanandi

Engineering Representative. Telecommunication
tcran.

Leadership and Management
Diploma in education.

Representative

i8.
I

I

Mrs Paschalia Ouma i Dircctor VET

Sub-County Administrator9. Mr. Ceorge Amimo

10. Mrs. Lornah Owino Secretary to the lioard of Governors. Diploma
clothing technology and Postgraduate in Education.

September 2020.He holds a Diploma in business
m

the

I. MANAGEMENT TEAM

l. Llentre Manager

2. Deputy Centre manager

Overall in charge of the centre

In charge of training

\,

3. Heads of Department In charge of respective departments
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BOG'CHAIRMAN'S SI'ATEMENT

On my behalf and members of the board of Kochogo VTC. I feel extemely privileged to be given a

chancc to give back to the communiry*'. Technical education is kcy in the realisation ofvision 2030 and

VI'Cs play an imp<rtant role a long side othcr technical institution in spearheading this dream-

For a [,ong time V'fCs has beon neglected and branded institutions tbr failures. This has adversely

affected tG enrolnrcnt. However with the capitation frorn both the coulty and national governnrcnt W'C

haye been given a new life line. The nanative has changed and graduates from VI'Cs have proven

competent an<t qualified to the job market as comparcd to the counter parts from other higher learning

institutions.

I therefore wish to appeal to relevant authorities provide modem workshops and equipment as well as to

address the under stalfing isstrcs to make our institution competitive. I am confident that with the

necessary supprt we Lre going tcr make Kochogo a centre of excellence. Finally I am glad that the

Kochogo vTC is picking up and gradually getting to its feet.

CIIALLENGES

Our most pressing challenges are;

o Inadequate infrastructural development-
o Inadequate staffing.
o Untimely disbursement of funds from the National and County governments, which greatly disrupt

our traintng Programs,
r Inadequate modern tools and equipment,

F'uture erpectations
With a Strategic plan, we look forward to improving physical infrastructure of the centre and putting up

key thcilities for qualit-v training

Irr conclusio4 I take this opportunity to thank my colleagues in tlie Boand for supporting mc in pruviding

leadership. I also commend the management and staff for uorking tirelessly to achieve the objectives of
the oentre despite the limited resources. I am contident that we will continuallv spare no effbrt to attain

and srnpass tie targets set for the ncw financial year. I also appreciate the County Government of
Kisumu, the community at largs and all other stakeholders for supporting this newly starEd Vocational

Training Centre.

ql*shpl* /w,-&
CHRISTOPHER AWINDA
cETAIRPERSqN

vt
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REY$NT O$ T}1T, CDNTNE MAX AGD\

I am delighted to s€e our institution come to the end of its first financial year since its inceptron. 'l'he

finarrcial year2020/2021 ttad its own'unique challenges including Covid 19 pandcmic among others
which renderd the institution closed thus interfering with operations of the institution

Stafr establirhment
Kochogo VTC has I County Government-employed instnrctor and 3 B0G+mployed instructors

Nrme Posi

il.
2

3

Lorna Owino /Fashion instructor

BOG
4 David Otieno BOG

There is need to have at least 2 instructors per trade for efficient delivery

Challengec
. Inadcquatc infrastructural developrnent.

Lack of theory classrooms and modern workshops for training
o lnadequate stalfing.

This has aflected the delivery of quality training
r Untimely disbursement of funds from the National and County governmenls, which greatly disrupt

our training programs.
'I'his has affected the trmely procurement of goods and services as well as honouring supplier
cornmitmerts,

o Inadequatc modenr tools and equipment.
fhis has compromised the qualiry and quantity of trairung.

r Lack of electricity power.
'I'his has affected production of services such as computer related services and provrsion of
security electricity being a key component

I take this opportunity to thank the board of governors, ali stake holders and friends of the Institution for
ther unwavering support in helping us to achieve our grear mission of skills developtnent.

LORNAH OWINO
CENTRE qAI$AGER

I REVIEW OF KOCI{OGO VTC PERFO}vIANCE r,'OR F'Y 2020n021

Section 8l Subsection 2 (t) of the Publio Finance Management Act,2012 requires the Accounting officer
to include in the financial $tatement, a stetcmerrof the national government entity's performunce against
predetcrmined objectives.
KOCHOGO WC has ? strategtc pillars and objcctives within its Strarcgic Plan tbr the F'Y 2020i2021.
202112025. These strategic pillars arc as follows:

Margaret Achieng Hair dressi

Em

BOC
CGK

Abed Ouma Electrical Instal lation instructor

vil
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.. Pillar l: To enrolment trainees in the institution

r Pillar 2: initiate registration process of the institution by TVET

KOCHOGO VTC develop,s its annual rvork plans bss€d on the above 2 pillars. Asscssrnent of thc tsoard's
performance against its annual work plan is done on a quarterly basis. The Institution achievcd its
pnrformance targels set for the FY 2A20n021penod lor its 2 strategic pillars, as indicated in the diagram
below:

Achievements

Trainees
increascd by
36%

Pillafi: Process 709i,

complete

CORPORATf, GOVERNANCE STATEMENT

Appointmcntof Board of Governors membem
The curent Bog membem were appointed in accordance with First schedule Section 28(I) (a) and the
Second Schcdule s€ction I & 2 of TVET Act No 29 of 2013 on 14c September, 2020
Membcrship of the Board of Governors is as follows:

a) a chairperson;
b) a rcpresentative of thc ministeriCEtlM in the dcprtment respon-sible fortechnical and vocational

training;
c) a representative of the county Governor ; and

Six other pErsons appointed on the basis of their knowledge and experieace in- -

I ) Leadership and managcment;
2\ Financial management;
3) Technology;
4) Industry;
5) Engineering;
6) Information communication technology.

Responsibility of thc Bosrd of Governors
'fhe board is responsible for;

I ) The making of mission and vision o[the centre,
2) Promoting the aims and objectives of the ccnrre
3) Setting strategic dire*ions fbr thc Centre;
4) Monitoring performance against stratcgic objectives

viii

ObjectiveStretegic
Pillrr
Pillar I To cnrol at

least 25
trainets

Key Performrnce
Indicatorr

Activities

34 trainees cnrolled Communiqv
Sensitization

To initiate
institution
registration
process by
TVF]T

Registration
fonn
Public health
report
Search
certificate
Staff
testimonials

- Institution
inspection

- Land search
- Staff

recruitment

I
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5) Extending links and communieation between the centre and the wider community;
6) Fundraising and r€source mobili:ation;

Remunention of the Board of Governoru memberr
'the BOC members are pard a sitting allowance for every meeting attended. The sitting allowance paid to
the members is disclosed in the financial statements.

The Boerd of Governors rneetings
The meetings of the full board are held at least three times in a financial vear calendar. In order to
facifitate the smooth running of its affairs, the BOG establishes such committees wrth the membcrship
and u'ith such terms of reference as it may deem fit.

MANAGEMENT DISCUSSION AND ANALYSIS

The four e.xisting departmcnts (Electrical, Building, Fashion design and Hair dressing) were cstablished
dunng the financial year rvith the aim of offering a variety of trade areas for choice to our potential
trainees, this has helped boost traince enrolment. The departments will be housed in the same building
*'ith thc engineering dcpartments (Electrical & Building) carrying out their projects in the makeshift
stnrctures.

CORPORATE SOCIAL RESFON SIBILITY STATEI}I E N T/SUSTA IN ABI IITY
REPORTTNG
KOCH'OGO VTC exists to transform lives. This is our purpose; the driving force behind everfihing we
do, [t's what guider us to deliver our stretcgy, which is founded on 2 pillars: putting the customerlCitizen
tlrst, delivcring relevant goods and services. ard irnproving operational excell€ncc. Below ir a hriel'
highlight of our achievements in each pillar

l. 0nvironmental performanse
'Iree redlings have becn plantcd withrn the compound

2. Employee welfare
'llhe staffare mdivated by providing conducive environmert

J. Community Engtgementr-
KOCHOGO VTC engages the community members as casual labourers

REPORT OF TIIE BOARD OF GOVf,RNORS
The Board members submit their report together rvith the audited financial sletements for the yeor arded
June 30, 2()21 which show the state of the Kochogo aflairs.

Principal activities

The pnncipalactivity of Kochogo WC is training

Results

The results of Kochogo VTC for the year ended June 30, 2021 are set out on page ix

BOARD OF GO}'ERNORS

'l"hc membcrs of thc tsoard;'C:ouncil n'ho served dunng the year arc shorvn on page v

ix
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Audltors

The Auditor General is rcsponsible for thc statutory audit of rhe Kochogo W'(' in accondancc with Article
229 of the Constitution of Kenya and the public Audit Act 20 I -s to cani out the audit of the entity for theycar/period ended June 30, 2021 in accordance to section 23 of tnl rruUtic Audit Act, 2013 which
empowers the Auditor ceneral to appoint an auditor to audit on his behalf.

By Order of the Board

Corporate Secretary
Nairobi
Date...

x
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STATETIENT OII BOAR,D OF GOVERNOR^s

Chairperson of the Board Manager

Section EI of the Fublic Finance Management Act, 2012 and section 29 of schetlule 2 of thc Technical
and Vocational Edrcation and Training Act,2013 require the council members to prepare financial
staterrlents in respect of.that Kochogo vtc, rvhich give a true and fair view ot'the state of affairs of Withur
at the cnd of the financial year/period and the opcrating results of thc institution for thar yeariperiod. Thc
';ouncil rnembers are also required to enstue that Withur keep proper accounting records which discloservith reasonable accuracy the financial position of the Insritution. The council members are also
responsible for safeguarding the assets of the institution.

The council members are responsible tbr the preparation and presentation of the centres financial
stetemc-ilts, which give a frue and fair vierv of the state of aflairs oiKochogo for and as at the enc! of the
lnancial year (period) ended on June 30, 2021, I'his responsibilitv inchies; (i) maintaining adsquate
financial management anangernenls and enmring that these continu, to be elfective throffiut the
reporting pericd; (ii) malntaining proper accounbng records, which disclose with reasonable aJcuracy at
any time the linancial position of the-.Ilit_r: (iii) designing. implementing and maintainirrg inlernal
controls relevant to the preparation and flair presentation- of ihe {inancial stitements, and ensuring that
they are free from material misstatements. rvhether due to error or fraud; (iv) safbggarding thc assets of
thc Kochogo vtc; (v) rlccting ard applying appropriate accounting policies; and (ii) makiirg accounting
estimates thal are reasonable in the circumstances.

l'he council mernbers accept responsibiliry' rbr the Kochogo's financial statements, which have been
prc,parcd using appropriatc accounting policics supportcd by r"a**ble and pnrdent judgements and
estimates' in conformity rvith lnternational Public be"to. Accounting Standaids (lpSASi and in the
marner required by the PFM Act, 2Al2 and the I'VET Act of 2013.-Ihe council members are of the
lrpini0n that the entity's financial staternents give a true and fair view of the state of Ko.1igo:*-
transactions during the financial year ended June 30, 20lg,and of the Kochogo's linancial position as at
that date' The council members further contirm the completeness o1'the acsounting ,.rord, maintained
for Kochogo' *tich have been relied upon in rhe preparation of rhe Kochogo's financial statements asuell a^s the adequacy of the systems of internar financial control.

Nothing has corne to the attention of the council members to indicate that Kochogo will not remain a
going corrcem lbr at least the next twelve months from the date of this stslement.

Approvel of the financial statements

Kochogo's frnancial statements were approved by the Board on 2l'r September202l and signed on its
behalf by:

t=-l-g*.4.r*Aq G!1".1

xl
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REPORT OF THE AUDITOR.GENERAL ON KOCHOGO VOCATIONAL TRAINING
CENTRE FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kochogo Vocational Training
Centre set out on pages 1 to 34, which comprise of the statement of financial position as

Report of the Auditor-Geierql on Kochogo Vocational Training Centre for the year ended 30 June, 202 I



at 30 June, 2021 and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kochogo Vocational Training Centre as at
30 June, 2021 , and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the Technical and Vocational
Education and Training (TVET) Act,2013.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

Review of the financial statements revealed the following anomalies:

(i) The statement of financial performance reflects total expenses of Kshs.525,000
without disclosing the related expenditure component(s). Further, the bank
statement provided for review indicate that the Centre did not incur any
expenditure during the year under review. lt is therefore not clear how the amount
of Kshs.525,000 was arrived at.

(ii) The statement of financial position reflects a nil balance for cash and cash
equivalents while the statement of cash flows reflects a cash and cash equivalents
balance of Kshs.525,000 as at 30 June, 2021. The variance between the two
statements was not explained.

(iii) The statement of cash flows is incorrectly casted and is not presented in the
prescribed format.

(iv) The statement of comparison of budget and actual amounts is also incomplete
and do not reflect the actual receipts and expenditures amounts.

(v) The Centre did not provide a trial balance for the financial year ended
30 June, 2021. lt is therefore not clear how the final balances in the financial
statements were derived.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

Report ofthe Auditor-General on Kochogo Vocational Training Centrefor the year ended 30 June, 202 I
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2. unsupported Cash and Cash Equivalents Balance in the Statement of Cash
Flows

The statement of cash flows reflects cash and cash equivalents balance of Kshs.525,000
as at 30 June, 2021. However, this balance differs with the nil balance indicated in the
statement of financial position and Note 7 to the financial statements. Further, records
such as cashbooks, bank reconciliation statements and board of survey reports as at
30 June, 2021 were not provided for audit review.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
of Kshs.525,000 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kochogo Vocational Training Centre
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavufulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. lnadequacies in the Presentation of the Financial Statements

Review of the financial statements revealed the following unsatisfactory matters;

(i) Report of the Board of Governors on page x is not signed.

(ii) The statement of financial performance, statement of financial position,
statement of changes in net assets, statement of cash flow and the statement of
comparison of budget and actual amounts for the reported period have not been
signed by the responsible parties.

Report of the Auditor-General on Kochogo Vocational Training Centre for the year ended 30 June, 202 I
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(iii) The statement of financial performance, statement of financial position and
statement of cash flow does not have explanatory Note numbers indicated
against the reported balances.

(iv) There were various inconsistencies in descriptions between the items in the
financial statements and the Notes to the financial statements.

(v) The numbering of the Notes to the financial statements is not sequential.

The statement of changes in net asset is not presented in the prescribed format.

ln the circumstances, the financial statements have not been presented in accordance
with the Public Sector Accounting Standards Board guidelines.

2. Lack of Approved Budget

The Centre did not have an approved budget for its operations and hence operating
without an approved budget. This was contrary to Section 29(e) of the Technical and
Vocational Education and Training (TVET) Act,2013 which requires the Board of
Governors for vocational training institutions to prepare annual estimates of revenue and
expenditure on behalf of the institutions.

ln the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that !

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. ! believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnterna! Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Non-Effectiveness of lnternal Controls System, and Risk Management and ICT
Policies

Review of the Centre's internal controls and risk management revealed that the entity
lacks internal controls that are necessary in enabling the Centre to operate effectively and
efficiently. The following were noted;

Report ofthe Auditor-General on Kochogo Vocational TrainingCentrefor theyear ended 30 June, 2021
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(r)

( ii)

Lack of proper accounting systems in recording of transactions.

Lack of an internal audit function and audit committee to evaluate on the
internal controls and conduct risk assessments.
There was no human resources policy, approved scheme of service and staff
establishment to assist in optimal human resources.

ii)

(iv) There was no risk management policy in place to effectively assist in managing
a robust business operation.

ln the circumstances, the effectiveness of the internal control system in place could not
be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Governors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with !nternational Public SectorAccounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Centre's ability to continue to sustain its services, disclosing as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Centre or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them and that public resources are
applied in an effective way.

The Board of Governors is responsible for overseeing the Centre's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management and ensuring the adequacy and effectiveness of the control
environment.

Report ofthe Auditor-General on Kochogo Vocational TrainingCentrefor theyear ended 30 June, 2021
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Auditor-General's Responsibilities for the Audit '

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are tn
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitutic,n
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit rf
compliance, I consider internal controls in order to give an assurance on the effectivener;s
of internal controls, risk management and governance processes and systems in
accordancewith the provisions of Section 7(1) (a)of the PublicAuditAct,20l5 and subnrit
the audit report in compliance with Article 229(7) of the Constitution. My consideration rf
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal controls components dor:s
not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited miry
occur and not be detected within a timely period by employees in the normal course rf
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation cf
effectiveness to future periods are subject to the risk that controls may beconre
inadequate because of changes in conditions, or that the degree of compliance with ttre
Centre's policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

Report ofthe Auditor-General on Kochogo Vocational Training Centrefor the year ended 30 June, 202 I
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a

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

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

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Centre to express an opinion on the financial statements.

o Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controlthat are identified during the audit.

! also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

CPA , CBS
AUDITOR-GENERAL

Nairobi

20 July, 2023

Report of the Auditor-General on Kochogo Vocational Training Centre for the year ended 30 June, 202 I
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TECHMCAL "rND VOCATTONAL IiT ECATION TRAINING (TV[T)
ANNI.JAI., REPORT AND FINANCIAL STATEMENTS

FoR'rHE y.EAR HNDED 3ortr JUNE 202 t

i STAIEMEIIT Or FINANCIAL PERFORMANC LOR TlrE yEAR ENDEp 30.rLrNE
2021

Revenue fi'om trans*ctions
I' ransfers fro nr the ),tr n tiorral (i overnm e nt--grants,i

f'ts in kind
'I'ransfers from county govenrment

Transfcrs li'om otlrer levels of ruilent

TOTAL
Er
[]sc o1' and sen ices

Emplo-vee costs

Repairs and mainlenance

Total ex 525,0fi1

'l"he notes set out on pages I to 7 ibrm an integral part of the Annual Financial Statements-

I

I

I
i

I

52-i,U0t)
I

525,CI00

liet lus for the

1



TECHNICAL AND VOCATIONAL EDECATION TRAINING (TVET)
ANNUAL REPORT ANr) FINANCIAL STATEMENTS

FoR THE yEAR ENDED 30rtl JUTIE 2021

IL U*EENGU*I pg.r.r.r\i+LleJnUfgsfrrerf,.Al&I1Juhtp,?gt t

The Financial Statements set out on pages I to 4 were signerl on behalf of the Institute Council/
Board of Governors by:

Chairmrn of CounciUBorrd of Governoru Finance Officer

Prug o\/ put".,3.fl .S..r.:.rt.
Date... 3*;..tsl*:. r.r

ICPAK No
Date

2

TOTAL

Asscb
Current esoetg

Cash and cash

Non-current m$ets
Property ,plant and equipnrent
Total eclets
Liabilitier

Totel liabilities
Net assctg

Accumulated surplus
Reserves
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TECHNICAL AND V(rcATTONAL EDECATION TRAINING (TYET)
ANNUAL REPORT AND FTNANCIAL STATEMENTS

FoR THE yEAR ENDED 30 
r'!I JLINE 2tt2 t

IV STAIIIMENT OF CAS}{ FLOWS FOR THE YEAR ENDED 30 JU}.{E 2O2I

and maintenansc

(IPSAS 2 aLlows an entig,to present the cash flow -statoment using the clirect or indirect method bul
encouragss *re direct method. PSASB also recommends the use of direct method of cash flow preparation).

_-._._..1
i

Cash flows from activities

Transfers from other (iovermnent entitiey0ovt
'I-ranslbr frorn of l(isumu
Total Reeipts

525,000

mcnts I

I ise of goods and services

525,000'I'otal Pe

Net csch fl,owc used in finracing rctivities

Net cash flows from activities
Net cash llow's used in in activities
Cash {lows from aetivitier

Net increrse {decrease} in cash and cnsh equivalents
lentsatlJU[.Y

Ca.sh aod cash equivalents at 30 JUNf, 2021 525,000
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TECHNTCAL AND VOCATIONAL EDUCATION TRAINING (TVET)
AN NL- AL RHPORT AND FINAr\*C'lAl- ST ATEMENTS

FOR TFIE YEAR ENDED 3ONI JU'}*rT 2O}I

vr. i.ioTE[To THE FINANCIAL STAI'FN,IENTS

GENBRAL INFORJI'ATION
KOCHOGO VTC is established by and derives its authoity and accorntability' from
TVET Act. The eutiry* is wholll.' owned by the Government of Kenla and is domiciled in
Kenya. The ortity's principal activiry* is vocational raining.

2. STATEMENT OF COMPLIANCT] AND BASIS OF PREPARA.TION

The finaucial statements have been prepared on a historical coat basis except for the
measurernent at re-rralued alnounts of certain items of properry, plant and equipment.
marltetable securities and financial instruments at fair value, impaired assets at their
estimated recoverable arnounts and actuarially daennined liabilities at thcir present value.

The preparation of financial statements in conformity rvith Intenratitnal Puhlic Sector
Accuurting Sundards (IPSAS) allu*s the use of estimates and assumptions. It rlso
requires managsmenl to exercise judgernont irr the process of applying the enuty's'
accounting policics. Thc arcas involving a higher degree of judgoncnt or cornpletity, or
where assumptions and estimates are sigyriticant to the financial statements. are disclosed
in Note xx

The finaocid statements luve beerr prepared and presented il Kenya Shilliugp, which is
&e frmctional and reportiug crrrency of the entity.

Tbe financial statements have been prepared iu accordance with the PFM Act, the State
Corporatioru Act. th€ T\rET Act.{inclruJa ony ulur up1tlicuhle legislationl, alrd
International .ttrblic Sector Accounting Srandards IIPSAS}. I}re accouttting policies
ndopted have been consistentlv applied to all the years presented.

3. ADOPTIOI{ OF I\{E\I'AND REVISED STANDAR,DS

i. Rrlcvant ncrv stenderds and amendments to published standards ellccdvc for the
ycar ffi 30 June 2021

Impact

I

IPSAS.IO:
Public Sector

Combinarions

ApplicaHc: I Jaouery 2021

The standard covers public sector combinatiors arising l?onr

exchangc transactions in which cas€ th€,)' arc treated similarly with
IFRS 3tapplicabie to acqtrisitions only)" Business combinarions and

comhinatrons arising from non-exchange transactions are coverod

urder Public Sector combinatioru as amalgnmations. *.--_--J

7
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TECHNICAL AND VOCATIONAL EDI-ICATIOI{ TR.{INING (TVET)
ANNUAL REPORT AND FINANCIAL STATEMENTS

FoR TIIE YEAR ENDED 3oiltJUNE zo2l

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 AIIOPTION OF NEW AND REVISED STANDARDS (Continued)

iL Ner end rmcndcd strndards eud lnterprctstions in issue but not yet tficctive ln
tte year cndcd 30 June 2021

IPSAS4I:
Fimncial
Instruments

IPSAS 42:

Social Bemefits

ApplicrHc: I 2022:

The objective of IPSAS 4l is to establish principles for the financial

repoting of finarrcial assets and liabilities thal will present relevant

and useful infonrrarion to users of financial stateilrents for their

assessment of the amount\ timing urd uncertainty of al enlity's

future cash {lows.

IPSAS 4l provides users of financial stat€menm with more useful

information than IPSAS 29, by:

. Applying a single classification and measurernent model

fcn financial asset$ that ccrnsidsrs the ctraraficristics eif the

asset's cash flows and the objective for which the asset is

held;

. Applying a single fonvard-looking expected credit loss

model that is applicaHe to all financial instnnnents subject

to impairmer[ testingl and

. Applying an itnpruved heclge ascoultitlg rncxlel tlut
trroadas thc hcdgrng ilrangrmcnts in scope of the grridance.

The model develops a strong link baween an enriry's risk

man&gement snategies and the accounting treatmefit for
iostrruments held as part of the risk strategy

ApplicaHc: I Jrnuary 2022

The objective of this Standard is to improve the relevancc. fuithful

representativeness and comparability of the iafqmation that a

reporting ertity provides in its financial staternents about srrial
benefits. The informuion provided strould help users of tlrc financial

statements and gnreral purpose financial reports ass€ss:

(a) The naturc of such social beneffts provided by the entil-v;

(b) The kry features of the operarior of drose social benefit

schemes; and
(c) The irngnct of such social henefits provided on thc entity's

financial performance. financial position and cash flows,

Amondment*
to Other IPSAS

resulting from

I

AppltcrHc: lrl Jenuery 7fil2t
a) Amendments to IPSAS 5, to update the guidance related to

the cornponents of borrowing costs which were inadvenently

Standard Effectivc datc rnd impact:



TECHIiICAL AND VOCATIONAL f,DUCATION TRAINII\IG (TVET)
ANNUAL REPORT AND FINANCIAL STATEMENTS

FoR TFIE YEAR ENDED 30r,rJUNE fof I
IPSAS 4I.
Financial

lnsnrunmts

omined when IPSAS 4l was issued. !
b) nmendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently omittal
when TPSAS 4l was issued,

c,, Ame&dments to IPSAS 3Q to update the guidance for
accounting for finmcial grrarantee contracts which were
inadvertently omirted when IPS,{.S 4l was issued.

d) Amendrnents to TPSAS 33, to update the guidance on
classi$ing financiol instrunrcnts on initinl adoption of
acsual basis IPSAS which were inadverrently rxritted wtrur
IPSAS 4l was issued.

ApflicaHc: I 3l- Januar,v 2021:
a) Amendments to IPSAS 13, ro include the appropriare

references to IPSAS on impairment, in place of the current
teferences to other international and,br national accounting
frameworks

b) TPSAS 13, l,eases and IPSAS 17. ttoperty. plant. and
Equipment.

Amendments to remove transitional provisiors which slrould
have been delaed when IPSAS 33. Firsr Time Adoprimr of
Accrual Basis lnternational hrblic Sector Accormting
Standards (tPSASst was approved

c) IPSAS 21. Impairmenr crf Non-Cash-Cenerating Assets and
IPSAS 26, Impairment of Cash Ganerating Asscts.
.atmendments to ensurE consistenq,, of impairmcnt guidance
to account for rewlued nssets in the scope of IPSAS 17,

Property, Plant, and Equiprnent and IPSAS 31, lntangible
Asscts.

d) IPSAS 33, First-time Adoptiorr of Accnr,al Basis
Intcrnstional Putrlic Sector r\ccurnting Surrdrrds
(lPSASs).funendments to rhe ilnplementatiur guidanco on
deemed cost in IPSAS 33 to make it consistent with the core
principles in the Sandard.

(Xher

Improvements

to IPSAS

iii. Earty adopion of strnderds

Tlre entitl did not early - adopt any new or amended standards in 1,ear 2019.

4 SUSIMARI' OTSIGNIFICAIYT ACCOTJNTTNG FOI"I(]IT:S

,) Revenue rccognition

i) Revenur from non-erchnnge transactions

Tmnsfen from otber goremmctrt entitles

Reventrcs frotn nonrexchange transnctions witb other governrnant entities are
measurod at fair value and recognized on obtaining cortrol of the assct (cash,
goods, services artd property) if the transfer is free from conditions and it is

9



TECHNICAL AND VOCATIONAL EDUCATION TRAINING (TVET)
ANNUAI., REPORT AND FINANCIAL STATEMENTS

FOR THE 1TAR EN*DED 30TH JL}NE 2O2I

probable that the economic trcnefits rx service poteutial related to fre asset will

flow to the ertity and can be measured reliably. Rectnrent lrmts are recognized in

the statement of comprehensive income. Development/capital grflnts arc

recognized in the statemcnt of financial position and realiscd in the statement of
uxnprehensive income over the ruq€ful life (.f ths ss$Qt"q that ha.s b{€n acquirul

using such funds

ii) Revenuc from exchnnge transactions

Rcndering of servlces

The entity reccrynizes revsnue frrrn rsndcring of services by reference to tbe stage

of cunplai* itt* the outcome of the transaction can be estimued reliably' The

rrug* oi**ptetion is measured by reference to labour houns incurred to date as a

percentage of total estirnated labour hours'

where the contracl orltco{ne cannot be measured reliabll'. re}Enue is recognized

only to the extent that the expenses incurred are recgverable.

Salc ofgoods

Revenue from the sale of goods is recc6mized when the significant risks and.

rewards of ownership have ireen trsnst'erred to the buypr, usually on delivery of
tre goods and when rlre amount of revenue can be measured reliably and it is

proUit t" tlat dre econolnic benefits or service polefltial associiled with the

ffansaction will flo* to the entitY.

lntercst income

Interest incorne is accnred using the effectile yield msthod, The effective f ield

disccnrnts estlnated future cash receipts tlrough the cxpected life of the fiuancial

assef to that asset's ngt carrying amoultt. The method applies this yield to the

principal outstarding to detennine interest income cach penod.

Dividcnds

Dividends or similar distributions must be rec,ognized when the shareholder's o'r

the cntity's right to receive psynellts is establislred.

NOTES TO THE FINANCI.A'L STATEMENTS (Continued)

SUIIil{ARf ' 0 F St Gltri I F I(lAN'r ACCOI,INT tN G POI,IC I ES ( Continued)

a) Revenue rccognition (Continued)

ii) Revenue from exchange trln$actions (cerntinuedi

Itr:nral income

1

Rrrrui ilclnte arisirru li'lirir r>nqralittE: lt;rres ()l! lll\.crllllcnt prrtllcriie\ i!.;tcd(,lullc{J
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iili (,}ii a :lrDii
fne oripnal budgrr for F\' 202An021r"as approved b-v- the. Board of Govcrnors on .-

,r, ltthffisFil{*mim,n or additional appropriations were made to the apprcved budget in
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TSCHNICAL AND VOCATIONAL EDTJCATION TRAINING (TVET}
A}.{NTJAL REPORT,,{ND FINAXCI^T- STATEMENTS

FoR TnE yEAR ENDED 3oxrJUNE zo2t .accrrrdancewithspeciIicapprovaIs'fr9n1t.upp'op.i.*authorities.nreaaaitiomt
appropriations are added to the miqrraf byd8,;i ;; the entity upon rcceiving rhercspective approvals in order to conilude trre"nnar'budget. et."lo"dy, the enrib,rccorded additional appropriaticnrs on the Fy 20?0n021 bidget r"ii"*r!'rrre councii,Board's approval.

'rhe entity's..budget. is prepared on a different basis to the actual inccxne andexpendinre disclosed in the financial statemenrc. rn. r*n"ior rtur.rnr=ns are preparedon accrual basis-using a classification based on the nahlre of expenses in ttre smtementof financial performance, whereas the budget-is prrpar.,r qr a cash basis. The Bmouotsin the financial statsnents were recasr frLn rhe accnral basis ro rhe cash basis andreclassified by pressntation to be on tlre sarne basis as the approved budget. Acomparison of budget and actual {rmounts, prepareo on a ccnparable basis to theapproved budget' is then presented in the *ut*r.niir.omparison of budget and acnralamounts.

In additiorr to the Basis difference. adjusmrents to amounts in the tinancial ststemertsare also made for di{Ierenc€s in the fo-rmats uno .rurriiication *h;;;;llpted tbr ttepresenratiorr of the financial sratemenrs and the rpp;;; budget. 
------ ---r

A statetnent to reconcile the actual amounfs on a cornparabte basis included in thestatemefit of comparison of budget and actual urno*t, and ttc actuals as per thestatelnent of financial performanci has been prr*rt.d ,,nder secuon of these firrancialstatements.

c) Taxes

Currcrt lncotw tux
The cnoty is exempt frorn paying taye$ as per scheduloxrr of ther:.rr- Act.

,
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TECHNICAL AND VOCATIONAL EDUCATION TRAINING (TVET)
ANNUAL REPORT AND FI}IANCIAL sTaTeTvmx-TS

FOR TI{E YEAR ENDED3OBIJUNT 2O2I
NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

SUNIMARY oF SIGNIFICANT ACCotiNTINc pol-rclEs (continued)
c) Taxg (coutlnued)

Salcs tsr Value Added Tax

Expenses and assets are reroguized net of the arlount of sales t&i, except:

from the texatisr autlrcrity, in which cese. the sales tax is recognized as pan of the
cost of acquioition of the Essct or as psrt of the expeose item, as applicable.

r \[hen receivablcs and payablcs arc stated with rhe amount of sales tax includcd.

Tlre net amount of sales tax recoverafie from. or payable to. the taxation aurhority is
included 8s part of receivables or payables in the staterneilt of financial positlol

d) Investmnt properf),

Investment properties are meesured initially at cost, including transaction costs. The
crrying auount includes fte replacerneot cost of conrponents olan existing iurestment
pmp€rty ei tlre time that cost is incurrri if the recogrrition criteria are met ild Excludes
tlre costs of day+oday maintenance of an investmdt properry.

Investment prope(y acquired througfr a non-exchaflge tfirnsaction is measured at its fair
value at the date of acquisition. Subsequent ro initial rccognitiorL investment pmpcrties
qre mensurod using thc co$t model and are depreciated over a penul ofxsr ycars.

In-vestrnent properties are derecopgrized ei&er when they have been disposed of or
when the investnent properry is pennanenfly withdrawn from use and no future
econsric benefit or service potential is expected iiom its di+osal. The difference
beweea the nc djsPosal proceeds and the carrying Bmount of the ass€t l* i*ogr;2gA *
tle srnplus o deficit in rire period of de-recognition.

Transfers are made to or from invessnent property only when there is a change in use.

e) Prupcrry, dmf End cquipment

All property' plant and equiprnent &re stated at cost less accumulated deprcciation ancl
impairment losses. cost includes expendit,re that is directly attribtrtable to trre
acguisition of the- ite,ms, When significart parts of proprry'. plant and equipment are
rcquired to_bc replaced at intcrvals, thc cntiry recognirei suih pans as inOvidual assets
with specific usefirl lives and depreciates them accordindy. Like$.ise, when a major
inryection is perfoanred its cost is recognizcd in the carryiirg arnoult of tlc plant and
equiprnent as a replacement if the recognition criteria are satified. All other reparr a1o
maintcnane cosB are recognized in surplus or tleficit as incuned. Where an asse{ is
acquired in a norrexchange transaction for nil m nonrinal consideration the asset is
initially measured at irs fair value.

1
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TECHMCAL AND VOCATIONAL EDUCATION I'RAINING (TVET)
AN}-ILIAL REPORT AND FINANCIAL STATEMENTS

FoR THE YEAR ENDED 3or*t JtrhiE zo2r

NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

4 SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (Continued)

0 Lcases

Finance leases are leases that tralsfer substantialll, lhe eotire risks and benef,rts

rncidental to ownership of the leased item to the Untrty. Asscts held undcr a finance
lease are capitalized at the commerrcement of the lease at the fair value of the leased

prCIpcrty or, if lower, at tlre prcsrfit value of the futurr: rttitirntntr leasc payrtrctrts. The
Entity also recogrizes the associated lease liability at the inception of the lease. The
liabilig' recognizerl is measured as the present value of the future minirnum lease

pfr)ments at initial rccognition,

Subsogucnt to initial recogrition leaso palmeots are apportrmed betwcott finance

charges and roduction of thc lea* liability so as to achieve s conltant rate of inttrest on

the remaining brlance of the liability, Firtance charges are recogttized as finance costs

irr su4rlus or doficit.

An asset held under a finauce lease is depreciated over the useful life of the asset.

Hower,Br, if &ere is no reasoruble enainty that the Entity will otrtain ownership of the

asset ry the end of tlre leas€ term, tlre assa is depreciated over the shoner of the

estimated useful tife of the asset and thc lease tenn.
Oper*ing icases are leases that do not bansfer substantially all tlre nsks and benefits
incidental to owner*hip of the leased item to the Entiry. Operating lease pa-lrnents are

rocogrizcd as En opcrating expcnse in suplus or deficit on a straiglrt-linc basis over llte
lease tenn

g) IntaogiHe ascc8

Intangible assets acquired separately are initially recognized at cost. The cost of
inlangblc assets acquired in e non-exchange transaction is their fair value u the date of
the exchange. Following initial rccogritioq intangible assets are canied at sost less any
accumulated amcrrtization and accumulated impairment losses. Internally generated

intrngible assc{s, excluding capitalized developrnent co6ts, are not cafltattzed and

expendinne is reflected in surplus or deficit in the period in which the expenditure is

incurred. The uscfirl life ofthe intangible assets is assersed as either finite s ilrdefirf te

h) Rcrcarch and dcvelopmcnt ccts
The F-ntir."* expenses reserch cos(s &s ingllrrqd. Developmem costs ort an individual
project are recogrrized as intangible assets when the Enti[v can demonsffate:

available fq use or sale

'F 
The ability to msffiure rcliahly the exporditure dr.rnng development

t
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'TECHNICAL AND VOCATTONAL EDUCATTON TRA,TNING (TVET)
ANNUAL REPORT AND FINANCIAL STATEMENTS

FoR TrIE YEAR ENDED 3o1rj JLnE zo2 r
Following initial recognition of an ass€t, the assct is carried at cost less any accumulated
arnortizatiou and accumulated inrpairment losses. Amstizatiur of the asset begins wherr

developrnent is complete and the asset is available for use. It is amortized over the period
of expected future bcnefit. During the pcriod of development. thc assct is tested for
impairmmt annually with auy impainnent losser recognircd irnmediately in surplus or
dcficit.

NOTES TO THA rlNANe IAL $TATEMENTS lConfinued)

I lJtrMtllARf' OF' SIGNIS'IC,\NT ACCOTiNTINC POLI('IES lContinucd)

l) Finucirllnrtrumcnts

Finmcid igscts

Inltiot recogtllio a and neasurenent

Financial assets within the rope of IPSAS 29 Financiirl lrstnrrnents: Recogrition
and Measurement are classified as financial assels at fair value through stnplrrs or
deficit, loans and receivables. held+o{nattu'ity investrnents or available-for-sale
financial assets, as apprcrpriate. The Entity.' determines the classificatian of its
financial a:isds at initial rccognition.

Ltxr tts o nd r eceh, u h I e s

Loans and receivables are nonderivative financial assets with fixed or
deterrninable payments that are not quoted in an active market. After initial
meffsurgment, such financial assets arc subsequcntly measured at amortized cost
using tlre effective interest rnahod. less irnpaimrent. AmortizsJ cos is calculated
by taking into account any discount or llrcmiunr on acquisition and fces or cosfs
that are an integral part of the efhctive interest rate. Losses ansing frorn
impairment are recognized in the surplus or deficit.

Hel&umuurity

Nonderivative financial assets rvith fixe.d or determinablg paynents and lrrgd
marurities are classified as held to maturity when the Entitv has the positive
intention and ability to hold it to manriry.-. After initial measurflnenl, held-to-
manriry" investments are m@sured at amortircd cost using the effective interest
metlrod. less impaimrent. Ammtized cost is calculated by taking into account an1,

discount or premiun on acquisitim and fees or costs that are an integral part of the
effectivc interesr rate. 'lhe losses arising from impairment are recognized in surplus
or deficit.

I nrytrus nt $ fiaa nc iul acrerr

The Entit_v assesses at each reporting date whether there is otrjecnw evidence that a
financial ass€t or an entity of financial assets is irnpaired. A financial asset or a

emtiry of financial assefs is deemed to be impaired if, and only it, there is objective
evidence of impairment as a result of one or more eyeflts that has occurred after the
initial recognirion of the asset (an irrcurred 'loss evsnt') and that loss event has an
impact on the estirnated future cash flows of the linancial asset or the entir,"* of

t4
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TECHNICAL A,ItiD VOCATIONAL EDUCATION TRAINING (TVET)
A}JNUAI REPORT AND FINA}.ICIAL STATEMENTS

FoR THE yEAR EhiDED 30TIJLrtqE 20zt
financial assets that can be reliably esimated. Hvidence of irnpairment mafinclude. the followirrg indicatcns:

NOTES TO THE FINANCIAL STATEMENTS (Continued)

st I ivlMAR\' or slcN lrlcANT Ac'cot r N't't i\ (; p()t. tct Es (continued;

i) Financial instruments (ContinBed)

Fina nc ial oswr (C o ntin aed )

Impob wm olfinonclal asse$ (Conttnued)

. The debtors or A enrity of detrlqrq n-re eh?e,risncing signiflcnnt finnncial
difficulty

, Defuult or delinquency in interest or principal payments

/ llte prubatliliry thtt dcbtors will ctfer banhnrplcy or othcr fuiancial
reorganization

(e.g. changes in arrears or econornic condiiions ttrat ionilate wittr defautis I

Finaaclul lilrbilides

Initial rccogrtdon and reasurenvnt

Financial liabitities within thc scnpe of IFSAS 29 are clas.sifiod a; fitaricial
liabilities at hir value tlrough surplus or <leficir or loans and borrrowings. as
appn;priate. T-tre Entity detennines the classificaion of its financial liabilities at
initial recngrritirm-
All financial liabilities are recognized initially at fair value and, in the case of toans
and borrowinp. plus directly attributable transaction costs.

Loans and bnowing

After initial recognition. iuterest bearing loans and borrowings are subsequenrly
measured at amofiizil cosl using the effec:tive intcrest rnethod. Gains and losses are
rcognizcd in surplus or deficit wheu the liabiliti{is arc der,roguized as *ell as
through the eflective interest rnethod amorrization process.

Am.ortized cost js calculated by tahing into accrxril an1, discount or premium on
acq$isition and fecs or costs that are an integral part of tlrc effixtive intcrest rate.

i) Inrentorics

Inventory is measured at cost upon initial recognition. To the srtext thal inventon,was
received through non+rcltange hansactions (for no cost or for a norninal cosl), the cost
of the inventory is its fair value at the date of acquisition.

Costs incurred irr bringlng each prcdlt!^l to its pre.sgnt lc,caltru anfl condinon, are
accountcd for. as follows: '
, Raw materials: purchase cost using the weighred avcrage sort method

t5
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TECHNICAL A.ND VOCATIONAL EDUCATION TRAINING (TVET)
ANNUAL REPORT AND FINANCIAL STATEMENI'S

FOR THE YEAR EI\DED 3OTHJUXT 2O2I'i Finished goods and work in progpess: cost of direcf matcrials and labour and a
proportion of manufacturing overlreads based on the nonnal operating capacitv. but
excl uding borrowi ng costs

NOI'ES TO THE FINANCIAL STAl'EMf,N'fS (Continued)

.t stlMMARI' or-SIGNITICANT AC('OUN'[ING PoLtCtEs (continued)

i) lnventories (Continued)

After initial recognhiun. inventor-v is rneasured at the iowcr of cost arrd net realiiable
value. However, to the ehlent that a class of inventory is distributed or deployed at no
charge or fcr t nsninal charge, that class of inventorv is measured al the lower of cnst
and errrent replacernent cost.

Na rcaliable value is the Estirnated selling price in the ordinary course of operations.
lcss the eslimated costs of completion and the estimated costs neccssary to make the
sale, exchange, or distribunon.

lnventones are recognized a; 1n expen$e when deploygd tor utilizntion or gonsumprrou
in the mdinary course of operations of the Entit-v.

j) Provlsions

Provisions are recogllized when the Entitv has a present obligation flcgal or
constructive) as a result of a past event, it is probable'that an outflow of resources
ernhdlng econsnic knefits ur sen'ice potential will be required to settle the
obligation and a reliable estimate caD be rnade of tlre amount of the obliggtion.

Where the Entity- expects sorne or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recoggrized a$ s seflorate asset rlily
whon fhe reimbursement is virtrully certain.

1he expense relating to ary provision is presented in the statement of financial
perftrnnance not of an5r reirnbursetnglrt.

Conttryent llahlltttes

'l'he Entity does not recognize a contingpnt liabitity btrt discloscs dctails of any
conting:oncies in the notes to the financial statements, urless the possibility of an
outllorv of rcsources ernbodying economic benefits or sen'ice potcrrtral is remote.

Contirryent ussels

T'he Entitl' does not recogpize a contingenl asset. but discloses details of a possible
asset whose existence is colfingent on the occurrence or non-occurence of one or
morc uncsrtain frrnre evqnts not rvholll'within the control of 0rs Entiry in the nores to
the financial stateutEttts. Continlcnt assets are asscssed continually to €nsurc that
developrnmts are appropriately reflected in the financial statements. If it has become
vinually certain that an inflow of econornic benefits or service potential will arire and
the asset's value can be measured reliablr,. the asset and the related revfftue are
recogpized in tlre financial staternents of the perid in which the change occurs.

l6



TECHNTCAL AND V'OCATIONAL EDUCATIOIT{ TRAINING (TVET)
ANNLTAL REPORT AND FINANCIAL ST.ATEMEM'S

FOR THE YEAR EIIDED 30trl JUNE 202i
NOTES TO THE FINANCIAL STATEMEN'I'S (Continucd) ,

4 SIIMMARY OF SICNI!'l(lAi\'t',tCCOUN"r'tNG POLICTES (Continucd)

k) Nrturc end purpocc of rescrues

The Entity creatcs and maintains reserves in terms of specific requircmcnts. withur vtc
reserves a piece of land for expansirxr <lf buildings

l) Chrnges in rccounting pdicim aod estinutcs

Witlrur vtc recogpizes the eftects of changes in accouuting polic-"* retrosflec(ively. 'fhe

effqgts pf elrfingrs iu accounting policy are applicd proryectively if retrospective
application is impractical.

m) f,mfloyee benefih

Iletircment bcarfrt flans

The Eruitl, providcs retirernent benelits for its emplrryees and diroctors. Defined

conhibutr<ln plans are p$st-emplolment benefit plans undcr rvhich an entity pa-vs fixed
contributions into a sepamt€ entiry' (a fund), and will have no legal or coilstnrctive
obligation to pa.,y fufthgr ggotributlong il tlr fund does not hold sufftcient &ssets to pay"

all cmploryee banefits relating to eurployee service in tlre currqrt and priu periods. '[he

confibution-r to fund obligations for the paymsnt of rairement berrefits are clrarged
agfinst income in tlre year in which they'become payable.

Dcfined benefit plans are post-etnployrnent benefit plans other than dcfined-

contribution plans. The detined benefit firnds are actudaily valued tn-annually on the
projected unit credit rnedhod basis. Deficits identified are recovered through lump sum

paymarts or ilrrcasd fifiure conhibutions or propoltional basis to all panicipating
employers. The contributions and lurnp sum payments rerluce the post-employrnent
berrefit obligation.

n) Fortign curnsncy trunsaction$

'l'ransactions rn foreign currencies are inirially' accounted for at the nrlurg rate of
exr:hange CIn the date of the transaction. Trade creditors or debtors denominated irt

foreiEr cutrency are reported at the staterlent of fiuancial position repofling date b1,'

applying the exchange rate on tlat date. Exchange differences arising fiorn the

setiloncnt of creditors, or frtrn the rcponing of creditors Et r6t€6 drfihrent ftom those at

which they were initially recorded during the perirxl. are recognized as income or
Expgnscs in the period in which thw arise.

o) Borrowing costs

Borrowing costs are capitalized agpinst qualif ing asset$ as pafi of properfy', plant and

equipmenr.

I
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TE,CHNICAL AAID VOCATIONAL EDUCATION TRAINING (TVET)
ANNI,IAL REPORT AND FI}.iANCIAL STATEMENTS

FoR TIIE yEAR ENDED 30nt Ju,t n 2o2t

Such bonowing costs are capitali re.d over the period during which the asset is beirtg

acquired or cststnrcted and bcrrowings have been incurrsd. Capitalization ceases whetl

constnrction of the asset is complete. Further borrowing costs are charged to the

statmeot of finmciol perfo,rmancc.NOTEs TO THE FINANCIAL STATEMENTS

. (Contin*cd) i:! ,i : . i:

4 SUMMARY OF SIGNlI,'ICAN'[ ACCOT N'I'ING POLICIES (Continued)

p) Related portics

'Ihe Entrry- reprds a related ptrty as a person or an entity witlr the ability to exert

control individually or jointly, or to exercise signilicont influerrce over the Entity, or
vice vrrsa. l\{ernbss of ke,y mmngemeflt are regarded as relared parties and comprise

the directors, the CE0,lrincipal and senioi managers.

q) Serviec conctrslon trrutgcffitr{s

The Entity analyses all aspects of service concession anangements that it enters into in

determining the appropnate accounting treatment and disclosure requiremenrs. In

prtiarlar, *hrre a private pa4y contributes an ass€t to the arrangcrncnt, tlre Entity

iecognizes that rssei when. and only when, it connols or regulatcs tlp services. The

operator must provide toggh€r with the ass€t, to whom it must providc thein, and at

what price. ln lhe case of assets other than 'wholeof-life' assets. it controls. throttgh

ouncrrhip, bcnclicial mtitlemcnt or o&eruisc - any signrficant residual intcrcst in the

ass€t at the end of the arTangemont. ,Any assets so recognized are measured at thetr tbir

value. 'Io the extent that an asset has been recognized, the Entity also recognizes a

correspoutliog liability, adjustud by a cash cr:nsideratir:n paid trrcccived-

r) Cash and cash cquivalents

Cash and. cash equivalerus comprir cash on hand and cash at bank, short'term deposits

on ell and hi$li liquid i$vesstrents ridr ao origlual ruaturity of three mruths or less,

whrch are reaaiti corivertible to knowu amoutts of cash and are xrbject to iluignificant
risk of ctunges in velue, Bsnk accoutt balartces include &mounts held'* the Certtral

Bonk of Kenya nnd ar vmior,rs commflcial bqniis Bt thc end of thc financial yem. Ftlr

the purposes of these financial statements, cesh and cash equivale'nts also include shom

term cash imprests md advmccs to outhsised public offioers nnd/or ingitutions which

werc ngt strrqdercd Or eacflintad fqn at the efld of the financial year.

s) Complrotive figures

Where necessar)' comparatile figures for the previous financial year have been

amended or recoufigured to conform to the requirod chauges in presentation.

0 !fubeequcnt events

There fiave been no eyents sub.sequent to the tinancial year and with a sigrrificant

inrpact on the financial statements for tlre year anded June 30' 2021.

l8
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ANNLIAL REPORT AND FINANCIAL STATEMENTS

FoR TIIE YEAR ENDED loru.luNr zo:r

fire preparation of the Entity's linancial $tatcnrcnts in c<nformirr* with lPS,rtS requirrx
rnarngpment to rnake judgments, estimates artd assumptions tlrat affect the reportcd
amourts of revenueg, €xpenses, assets and liabilities. and the disclosure of contingert
liabilities, at ths end of the reporting period. Howcver. uncertainty about thesc assumptions
and e$imacs could result in outcomes thst rqlLfte a marerial adjushnent to the ctrl,ing
arnount of the asset or fiabilit-v aff'Ecled in future periods.

Ertimates and assu mptions

'l'lre key a$$umptions concerning thc ftrture and other key sources of estrmation una€ruinty
st the r€pffiing date. thet have a sigtrificant risk of cauring a mattrial a{iusuuent to the
carryiag amounts of assets and linbilities within thc ncxl finansid !Gar. flre describcrt
below. The Entitv based its assunptions and estimates on parameters available when the
consdidat€d finnncial statemerts were prepared. However. existing circumstances ard
assumptions about future developmarts ma.v change due lo rnarkel changes or
circum$arrces arising bcyond the control of the Entity. Swh changes are reflectod in the
asnrmpions when thcy occur. IPSAS 1.140

Usrfrrl llves rnd residual vdues

Tho useful lrves and resrdual values of aseets ue esoessed ueug the tbllowrng indicators to
inform potarial fiure use and value from disposal:

Pfl)Q9.riJts

Provisions

Provisions werc rnised and managanent deterrnined an estirnate ba*d on the infonnation
available. Additional disclosure of thesc eslimates of provisions is included in N<xe xxx.

Provisioos are measured at the management's best estimate of the expenditure required to
settle the obliption at the reporting date, and are discounted to present value where the
effect is matcrial"

5 SlG N I T ICANT JUIrc MET{I'S AND SOI, RCES O T ESI' I ]!1A'I' tON T-JNCERTAI}( T Y
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TECHNICAL AND VOCATIONAL EDUCATION TRAINING (TVET)
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR TT{E YEAR ENDED IOGIJUT.IE ZOZI

l. I'RANSFERS FR0M tiATIoNAL GovERNMENT wtIx$trRrrs

Co<urrimlar activities
Exerctse boolis
Local tra and

Totrl and subsidiee

2. TRANSTERS FROM OTTIER LEVEI^S OF GOVERNMENT

Totel Tmnsfcrg 5Br@

Repairs maintenance and improvement of
tools and equipment
Text books. exetrise bool$ and sationary

Watersnd

, compen0CIui an exhibitions

assesynecUercarnination nraterial s
and instrudiona

Transfer from Kisumu 52s.000
CDF bursary

20



TECHNT(HL AND VOCATTONAL EDUCATTO|{ TRATN|NG OvEr)
ANNUAL REPORT AND FI}$ANCIAL STATEMENTS

FoR THE YEAR ENDED 3on,JUNE 2o:l

NOTES TO THE, PINANCIAL STATEIIENTE (Continued)

3. TISE OF GOODS AND SERVICES

EI Waler pd bg11k chargesutiliries
Co-curricul ar acti vities

4. EMPI,()}'EE COSTS

'I"ra vel,motor car, acco[unodation,
subsistence and odrer aliowances
E cotts

5. REIVIT]NERATION OF DIRECTORS

Other
Totd dircctor emolunrents

6. REPATRS AND MAINTENANCE

Other

Repair maiuterunc* and
Text books, exercise books and stationary

Tools. equiprnerrt and instrur;tional,
assessment/exami natiou materials

Skills

l-ocal travel and

Exercise book
and scrvicesTotal

Salaries and wages
Employee relaeed costs-contribr.rions to
pensions and medical aids

Ceneral repair maintcrrance &
of tools and ul

Totrl and maintcnance
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TPCHNTCAL AND YOCATIONAL EDUCATION TRAINIIYG (TVET)
ANNUAL REPORT AND TINA}.ICI.AL STATEMENTS

FOR THE YEAR ENDED 3ON'JUT.IE ?O2I
6 NOTES TO THE FINANCIAL STATEMENTS (Condnucd)

7. CASH AND CASH EQI'TVAT,ENTS

Current accourt
cash and cesh
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Csrent account
Commercialbank t282fi92ffi
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I
I
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7 I}IVE\TORIES

I

slores
'l'otal inl'cttories a t the lower of cost and net
realizrble reluc

&\x

xrx Xxx

xxx Xxx
xxx Xxx

Consumable stores
Marntenunce stfies
llcalth lhit ctorcs xx,Y

xx-x
C leaning material s stores xxx

X.'rx

.Xxx

)$tx
Xrx

-
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9 INTA}IGIBLEASSETSSOFTIVARE

,fi lnginning of the year
Additioni
At rnd of
.'\dditions-interuflI

)\Xh

xxx

-."...+-
xxx
xxx

x.tx

xan
)L\X

xxxI crd of thc verr
l rng{g-rtl-on and ! p pai r mrnr
AT of thc

.---+--.
I xxx

Cost

xxx

xxx
xxx

xxx
xxx

xxx

III
xxx

xlL,l(

xxx

Amorlrzation
At end of the

loss

.{J_epd_gf the ygsr
NBV

xxx
xxx
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, NOTES TO THE FINANCIAL STATEMENTS (Contlnued)

IO EIITPI,OTTtr BEJ\iETIT OBLIGATIONS

Current benefit oblisation rxx !

Non-currunt bcncfit
obl on

Total emplol'ec br.nefite
n

KShs
:{-\xxxx xxx ,LXX I_-J

I
I

xxx !

xxx

xxxxxxx)fi

xxx

xxx

The entity operates a defined benefit scheme for all full-time employees from July 1, 20XX
Thc schcrnc is bascd on xxx prcentage of salary of an cmploycc at thc time of retiremcnt.
During th, yffir, XXX a*tvrial raluers uere engaged to valuc the schemc. The liability at the
end of the year is as follows:

xxx
.j

I

1

Changes in valuation year xxx xrc(

Valuatron at end pl&retl- VVv

The company also contributes to the statutory National Social Security Fund (NSSF). This is a
defined contritrution scheme registered under the National Social Security Act. The compa.ny's
obligation under the sqheme is Iimitgcf tq spccifie contributions lcgislatrd from fimc to time and
is currently at Kshs.XXX per employee per month.

NCTES TO THE FTNANCIAL STATEMENTS (Continued)

I I FTNANCL,T.I, RTSK ]IIANAGEMENT

The entity's activities expose it to a variety of financial risks including credit and liquiditl,risks
and effects of changes in foreign Gurre,!rc),. The gomJBry'$ overall qsk managu**nt
programmc fcrcuscs on unpredictability of changes in the business environment and secks to
minimise the p'otential adrerse effect.of such risks on its perfonnance by settu-rg acceptable
lerels of risk- Tlre companv does not hedge any risks and has in place policies triensurc that
credit is onl,v extended to customers rvith an established credit history.

Tlre rntity's finatreial risk managemenr objecrives and policies arc detailed below:

(i) Crerlit risk

.a

I xsns KShs i xsns KShs

xxx

I

xrx xxx

Valuation at the beginnins of the year xxx

xltx

2E
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The entity has exposure to credit risk, which is the risk that a counterparty will be unahle rc>

payamountsinfullrvhcndue.Creditriskarisesfiomcashandcashcquivalcnls'a4r-i>
deposits with banks, as well as tr.ade and other receivables and available-for-sale financfd

Management assesses the credit quahty of each customer. taking into account its financiai
position, past experience and other facton. Individual risk limits are set based on internal o:
cxternal assessment in accordance with limits set by the directors. The amounts pres,ented in
the statement of financial position arc nst of allonancss for doubtful receivables, estimateci
by the company's managemenl based on prior experience and their assessment of the
current economic environment.

Thc carrying amount of financial assets recordcd in thc financial statcments ruprcscntin$
the r;ntity's maximum cxposure to crcdit risk without taking account of the valuc of any
collateral obtained is made up as follows:

Receivables from exchange
trarlcactions

xxx

xxx

x)Lx

I

I

xxx
Receivables frorn non-exchange
transachons

At 30 June 20xx
Receivables from exchange
transactions

xxx

Ixx

xxx

Xxx

)fur-:r

XxxX.\LY

Xxxxxx

}LTLX)c\L\

xxlt

xxx

{.-*
I
\

x)Lx Xxx
I

xxx
xx.Y

Xxx

(NB: The totals column should tie to the individual elernents at uedit risk dischsed in
the enllg,'c sratenunl o{$nunclol posttlon)

NOTES -I'O TIIE FINANCIAL STATEMENTS (Continued)

46, l' ! NAN (:!A 1, RI $ K Iur{NAGIiIt{ _E_NT (Cqutin ued )

Credit risk (continued)

The customers under the futly prforming category are paying their debts as they contintre

tradiug, Thc crrdit risk associatcd with lhosc rcoeivablcs is minimal and the allowancc for
uncollectible arnounts that the company has recognised in the financial statem:nts is

considered adcquate to corer eny potsntially irrecoverablc amounts.

The enriry has significanr concentration of credit risk on amounts due fuom xxxx

TT

I

Bank balances
Total xxx xrx rxx

Receir,'ables from no*'exchange
transactions

x)Lx xxxBank balances
Total xrx xxx

(i)
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-i The hoard of directors sets the company's credit policies and objectives and lays doun
pammctcrs within r+hich thE various aspccts of crcdit risk management are opsratrd,

(ii) Liquidity risk managBmert

Ultimate responsibility for liquidiry risk management rests with the entity's directors, who
have built an appropriate liquidrtl' risk management framework for the rnan4gement of the

cntity's shgrt, medium and long4crrr funding and liquidity mmagemenl requirements. The
entrty manage$ liquiditl risk through continuous monitoring of forecasts and actual cash
flows.

The table belorv represents cash flows payable by the company under non-derivative
financial liabilitios by thrir rcmaining contractual maturitics al lhe reportilg datq. Thc
amounls di.sclossd in ttre table are the contractual undiscounled cash flows. Balances due
within 12 months equal their carrying balances, as the impact of discounting is not
significant.

xxx xxx xxx

_.I&1
xxx

Total
At 30
Trade xxx

rxx
IXX

I

xxx
xxx l(.xx x]L.(

At 30 June 20xx

Current portion of
Trade payables

Provisions
t'.qr'*rhgl.

xxx )L\X xru(
)ctt( r

Defened income
benetit

x.tx
xxx xxx

,YXX

xxx
xxx
xxx

xxx i xxx xxx xxx
I

Iil(x xxx LXX
Currcnt portion of bonowines xxx I xNx lo{x I xxx

xxx xxx xxx
Defened income
flrovisions xlo(

xlt\ xxx I XJL\( )LXX

.-+
t

-t--
I

x)o( ll,.tx
xIx xxxTotrl

xxx
XII

a
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NOTE$ TO THE FINANCIAL STATEIIIEI{TS (Continued)

46. FINANCIAL RISK II{ANAGEMENT (Continued)

(iii) Marlret risk

The hoard has put in place an internal audit ftmction to assist rt in assessing the r lsk facsr:i
by tho cntity on an ongoing hasis, evaluatc and test the dcsign and efflcclivcnr.'ss o{- rrt
intemal sccounting and operational controls.

Markct risk is the nsk arising tiorn charrgcs in rnarket prices. sui:h as interest t?ie. c(prn\,,
prices and foreign exchange rates which will aft'ect the entity's income or the value ot its
holding of financial insfruments. The olr-iective of markct risk managemcnt ls to mauagr
and control market ripk gxp4pure$ within accqptablg parameters, while optimising thc:

return, Overall responsibiliqv tbr managing rnarket risk rests with the Audit encl Risl;
Management Committee.

The company's Finance Department is responsible for the development of, del'riled risli
managcmcnt policics (subjcct to rcvierv and approval by Audrt and Risk Managcmeni
Committee) and fbr the day to day implcmentation of those policies

There has been no change to the entity's exposure to market rislis or thc manner in ivlrich ii
manases and measures the risk.

a) foreign currency risk

The entity has tran-ssctional currpncy exp)surcs. Such exposurs ariser througir
purchases of goods and services that are done in cunencics othcr tlran the local
currency. Invoices denominated in foreign currencies are paid after 30 da.vs lrom the ,
datc of thc invoiee and eonversitxr at thc time of pr'aymcnt is dernc usirrg the prn,aiiing
exchaugc rate.

The carrying amount of the entity's foreign cu[enc]/ denominated monetary assels anC

monetary liabilities at the end of the reporftng period are as follorvs;

\,-.,., ,

.__".'.-,-.i

...*:-.*i
I-iabilities
Trade and othcr les KXX

xxx xlL\
-,'.-'.''-.'.-.*,1

Xxx ;

Xxx

The entity manages fcreign exchange risk form future commercial transactions ancl

recognised assets and liabilitres by prqecting for expected sales proceeds and rnatching

thc samc with expectcd paymsnte.

t

i
IAt 30 June 20xx

Finanu i al assels( i rtvestrncnts, eash, dutrtos I

xxxrxx INet forei gn currency asset/(l iabi lity )

n
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'NOTES TO TIIE FIi{ANCIAL STATE$fENTS (Continued)

4(,. l. L\IANC lA l, RIS K M AN AGS.TU}]N 1[ ((-'o n f in u$! ]

(iii) Market risk (Contirrued)

a) Foreign currency risk (Continued)

At 30 June 20Lxx

Fi cash xlrt X)LY Xxx

eue!(&!!l$.1---_ xxx

Foreign curretrcy sensitivity analysis

The following tablc demonsrates the effect on the company's statement of
comprohensirc irupmc on applying thc sensitivity for a reasonable possiblc changc in
the exchange rate of the three main trausaction currengigs, unth all olher yariahles hpld
constant. The revcrse would also occur if the Kcnya Shilling apprcciated with all other
variables held c<rnstant.

Xxx
USD l0or'o

2(hx I
I
L

Fluro I

USD r0% Xxx

b) Interest rate risk

Interest rals risk is thc risk that the entity's finaacial esndition may be adversely
affected as a rcsult of changes in interest ratc levels. The compnv's intsrest rate risk
arises from bank deposits. This exposes $re compafly to caslrflow interest rate risk.
The interest rate risk exposure arises mainly from interest rate movements on the
company's deposrts.

Ivlanageme nt rf' interett rate risk
To manage the interest rate risk, management has endeavoured to bank vr'ith
institutions that offer fsvourable interest rates,

xx.\

tl

!

Liabilities
Trade and other }LXX

xxx
X>cr
Xxx

)Lt)(

x)o(
xxx

20xx
Euro tv/; i xxx

lo(x

xxx

Xxx

Xxx

Bo
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NOTES TO TIIE FIN*INCIAL STATIMENT$ (Conttnued]

.{6 F'l lt- A n* CIAL RISI( I{AN A GE*fElli I' (Contin uert )

(iii) Merket risk (Continued)

b) Interest rate risk(continued)

Less: cash and bank balances

Nct excess cash antl cash sqttiy?lq$F)..

I

S c' ns i t iv i t y-' anu I y. s i s

The.entity anolyses its intercst rstp exposurrr on a dynamic traris by coruJucting a
seusitivity analysis. llhir involves determining the irnpact on prcrl.rt or loss o{ defined
rate shifts. The sensitivity unglvsis for intercsr r&tc risk sssumes that all othsr
variablils, ir: particular forcign txchange tate6, l'dolflin iturrstelit 'fhe analysis has tr$err
perfbrmcd on the same basis as the prior year.

Using the end of the year figures, the sensitiviry analysis indicates the impct on the
slatemcnt of comprchcnsile income if currcnt floating intcrcst ratcs incrcasc,?ccrctusc
by onc percrtfltage point as a decrensr/increase of KShs xxx (2016: KShs xxx ). ,4, rcte
increase/decreasc of 59'6 would result in a ducrcase/increasc in profit befure tux of
KShs xy.x (2012 * KShs xxx)

iv) Capital Rick ll'Ianagemcnt

'l'hc ot{rxtive of'the cntity's capital risk rnanagement is to saftguard the lJoard's ahillly 11,

continus as a gping conecm. The entity copital $tructure c,lruprises of the following tinrds;

Retained xxx Xxx
tal reserve xxx Xxx

(

xxli
,rr.o/o

Xxx
xtiYtt

Revaluation reserve xxx Xxx

Totel funds

Tr.rlal borrowin

x_xr

xxx
(xx,x)

I

I

3L
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I t
N$'rf,S TO TfIE FTNANCIAL STATEMENTS (Continued)

1Z TTEI-ATED PATI'TI I}ALANCES

Nature of related party relationships

Entities and othpr parties related to the entity include those parties who have ability to exercise
coiltrol or cxerci$c sigrdficant influcncc o,uer its operating atrd fitianciul decisiurrr. Rrlatrti
parties inch:de management personnel, their sssociates and close family members.

Government of Kenya

The Governmgn( of l(enya is the prinqip,al shnrpholder of the efltit1t, holding l00o/q of the
entity ir equitf interest. The Govcrnmcnt of Kenla has prol'idcd full guarantees to all lnng-term
lenders of the entity, both domestic and edernal. Other relared parties include:

I'renssetions rvith releted parties

a Sales to related rties
Sales of to xxx xxx xxx I

ser!'rces )c\x
'l'otal

Grants from the Government xxx
Granrs fronl National 6ow

l

i-- -

I

in kind
xxx

:\II
xxr

xxx
xxx
x-\x

1'otrl

c)

d

Total

lgs.rry:e!e! to the CEO

Q o- ppen qa! ioq 1o_ l,qit

xxx

)L\X

x)L\
x)LY

xxx

1!-,..-
I -**+- xxx

xxx

525,000

-i
I

-i

I

I
I I"otal xxx

xxx

xxY
XLT

xx\
xxx

xxx xxx

xxx

xxx

t

6t
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N()TEti TO TIIE FINANCI.{L STATEIUEIYTS (Continuut)

l3 sfcMflt$'rI:\IroR[lA',fIOH

J t

I4

1l'l/herc tttt <trgttili,tt.tlloit npJtaft:.r l1; elif!,,rsnl.fuoglcprA;r:i,n/ rr,{r(r,rr.r i}f :'il (kl:itr!nt(t?t.y, i.p,S,4:i
1,9 rm ,scgtncntal rc'porling requirts dn tnlil.v tt) plisant segmttrterl ry'itrmario,i t-t/- s1;1g1,;

geographic te\nn or dcpurtmenl tu enuh{e uscrs urkle,r-tttu:l the entitl,'s per/itrnunr.,c uptJ
fl ! k 4-: u I i u t +f r r v n :rc e s b d iff b. reu .'e.ilrlrrr$,,

(:()t\,'INGEN'|' LSStiTS,{X D ('O;y't'INGgN"t l.rAsil,t'r$tS

Court case xxx Xxx
Bank in tbvour of
Total
((iive details)

I5 CAI}TTAI., COIT]VIIT}IENTS

commitments 2(}xx-Zftrr 20xx.-2f.lxx
[i.chs i

xxx

I-T
trtuhs

A ttrr .\xxl Xx.x
Authorised and for

'j
I

TohNl Xx::.,*L
(Nll: L'opiril *:tnntitmenls art' comotifments to he fitn'1;'rl t.tttt it1 the ttr.lr Jinofid,tl:'l )tear ,t!1rl rffi,
tlisclos*:d in uc'corclance ailh //'.S,4.S 17. L.apitul comnitntenls nuty be those tlurt ltut,e baert
*ulhorised lt-y llrc l,oard lsul at the cnd qithe year hud not heen contracted or tho.:.c uireult,
c r mtr ac t e d far tmd on go i ng1

16 EIT,NTS AFTER THE REPORTIN*G PERIOI)

There rv-ere no tnaferial ad.jlsting and non- ad.;usting events aftcr the rcponing perioC.

17 ULTIilr.{TE A\D HOI.DING EI{fiT-t'

The entitf is a State Corporationi or a Serni- Autonomous Go\ernment Agencl, unde,r iiic
lv{inistry of xr.:. lts ultimate perent is lhe Go..ernnrent of tienr,ra,

I8 Currencl,
The financial statements are prcsented in Kenya Shillings (Ksh,i)

a

a
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I APPENDIX I: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

I'he following is the summary of issues raised by the external auditor, and management comments
that rvere provided to the auditor. We havp nominated fooal persons to resolve the various issues as
shorvn below with the associated time frame rvithin which we expect the issues to be resolved.

,

-1*-.

I
I

- ----.----+-
..j

I

-+---
I

I

,-

I

I

t

Guidance Notes:

(i) Use the sarne refererrce numbers as contained in the external audit repon;

(ii) Obtain the "Issue/Observation" and *management cofirmetts", required atro*ve, from finsl
extemal audit report that is signed by Management;

(iit) Bcfore approving the repon. discuss ttre timeframe with the appointed Focal Point pcrsons
u'ithin yourentity responsible for implementstion of each issue;

(iv) Indicate the status of *Rcsolved" or *Not Resolved- by the date of submitting this rsport to
National Treasury.

Director Ccucral/C.E.O.,tv{.D (entcr title of head of entity;
Chairrnan ofthe Board

Date.

I

't

,

w
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APPENDTX II: PROJECTS IMPLEME,NTED BY THB ET\ITITY

Projects

Projects implcmented by the state corporatior/ SAGA Fundcd by developmcnt partners

tI

a
I

\- _-i:

I

$tatus of Projests completion

(Summarise the status q$'projeAt eeuplgttutn gt !h? enfl oJ'r.gc.h qvqrlef, ie tqtgl L:e: t$ incurrcrl, stsg,e
whiah the projea is etc)

,

I
Ii

-...1

]

1

2

3

I

,

a
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n. ,'t r"liNDIX ItrI: tNTnR-ENTITY TRANSFERS

EIIITITY NAIvIE:
Break down of Transfers from the State Department of XXX

Fe*$taJemept Amsr.unt (K$hsJ lndicate the !Y to which

Grants

EsskStetspqut
Date

Amss+L.(KSbs) i
I lldlruitclhplI-to-rvlirt'

Total

Bank Statement Amount (KShs) Indicete,tb-e FY to which

Xx

Total xxx

d Donor

Algq.u:llKslul I$dreat&.f Y-tp,rybic]r

X.x
Xx
Xx

Total

rx/xx --1

ta_

h

Xx
Xx
Xx

I

c).

a

Bartk_Statem-en!

xxx

I

1

I
I

'f hc airuve arrounts havc becn communicated to and. led uith the parent Mintstry

Fi:rance Manager
XXX enti6"

ofAccounting Uuit
xxx

f

I

Resurrenl Grants

Xx
Xx

t
I lXx
Totnl LrCx

xxx
t
I

Direct Payments I

Xx

Xx

Sign

3s

Sign--"*-'.,'."'...
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