
,

t I

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n ha n c i ng A c' c ottnta b i I i t1,

I

i I

; i.i
I,l

PRE ORT'. 27 JUI{ 2323 (!.giffi1
Onla=n rV

PA i( i-, I i\ l"'l ]T.i'j '{'

O F li Ei I"l Yr'i
Liiii-L^/!ilY ffirr a

THE AUDITOR-GENERAL

ON

KARUMO TECHNICAL TRAINING
INSTITUTE

FORTHE YEARENDED
30 JUNB,,2022



Revised Template: 30th June 2022

EMBU HUB p.oEcrlr3.oorq

ER.T -TSTTLY
0t9lt4Y 2023

RECEIVED

OFFICE OF TIIE AT'DMOR.

({r?!

KA.FtllJrt/ro -rECH
-TRAIT{'NTGTT\ST-

KARUMO TECHNICAL TRAINING INSTITUTE

ANNUAL REPORT AND TINANCIAL SI'ATEMENTS

FOR THE YEAR ENDED
3OTII JUNE 2022

FrlcA. l-
ITL.,-TE



al

Karumo Technical Training Institutc
Annual Repor t and Financial Statcments for thc ycar cndcd 30th Junc 2022

(Leuve it Blank)



?

karu-o Technical Training Institute
Annual Report and Financial Statemcnts for the ycar ended 3Oth June 2022

'l'able of Contcnts

l. Key Entity lnformation and Mana9ement............... ............... iii

KEY ENTITY INFORMATION AND MANAGEMENT (Continued).............. ...................v

l. THE BOG/BOARD OF GOVERNORS ............ ..............'...... vi

ll. MANAGEMENT TEAM ...... ix

lll. CHAIRMAN'S STATEMENT ............. xii

IV' PRINCIPAL'SREPORT""" """xiii

V. Statement of Performance against Predetermined Objectives ......... xiv

Vl. CORPORATE GOVERNANCE STATEMENT............ ...... xvi

Vll. MANAGEMENT DISCUSSION AND ANALYSIS ............ xvii

Vlll. Environmental and Sustainability Reporting Statement............ ........ xvii

lX. Report of the Board of Governors.............. ....'....xx

X. Statement of Board of Governors/ Council's Responsibilities ........... xxi

Xl. Report of the lndependent Auditor on Karumo Technical Training lnstitute ... xxii

Xll. Statement of Financial Performance for the year ended 30 June 2022 .........,........................1

Xlll. Statement of Financial Position as at 30th June 2022 .........2

XlV. Statement of Changes in Net Asset for the year ended 30 June 2022-........ .........3

XV. Statement of Cash Flows for the year ended 30 June 2022......... ........-4

XVl. Statement of Comparison of Budget & Actual amounts for the year ended 30 June 2022..6

XVll. Notes to the Financial Statements

XVIII. Appcndix.

...7

48

ll



a

i

Karumo Technical Training Institute
Annual Rcport and Financial Statcmcnts for the ycar cnded 30th Junc 2022

I. Key Entity Information and Management

(a) Ilackgroundinformation

lll.

Karumo'l'cchnical 'lraining Institutc (K't'll) is locatcd in Athwana l.ocation, 'l'igania West Sub-county in

Meru County. It is approximately 3.5 kilometres off Meru-Maua road along kwa Amos Junction-lsiolo road

at coordinates 0.21544, 37.751301. It occupies an area of approximately 25 acres. Thc area rcccives an

annual rainfall of between 400 and 600 mm. Thc road transport infrastructure in the arca is good; meaning

that acccssibility to this Institute has bccn madc casy by availablc trunk roads.

It was cstablishcd in 2015 under ccrtificatc of registration number RC/0006/2014 in rccognition of thc fact

that'l'eohnology is a part of everyday life.

K'l'l'l is managed by a Board of Govcrnors (BOG) under the direction of the Ministry of Education. It

operates undcr the I'VIIT Act (2013) of thc Laws of Kenya as well as Constitution of Kcnya 2010, KNEC

Act, PSC Act, KASNIilI ACT, Policy guidelines among others.

(b) PrincipalActivitics:

VTSION
An outstanding institute in Tcchnical and Vocational Education & Training (TVET) and Innovation

MISSION STATEMENT:
To providc holistic Tcchnical and Vocational Education and Training (TVIiT) programmcs for sclf-rcliancc,

community dcvclopmcnt and global competcncc.

.tII E CORII MANDA'I'II:

To tcach and train in Technical and Vocational Ilducation & Training; Research and Innovation and

Community Scrvicc.

b. Kcy Managcmcnt

The institute day-to-day management is under the following key organs

Board of Governors Managcment
Accounting olfi cer/ Principal
Managcmcnt team

a
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(c) FiduciaryManagement

The key management personnel who held office during the financial year ended 3Otr'June 2022 and who had direct

fi duciary responsibiIity were:

No. Desiqnation Name

I Principal MUTEMBEI KIGIGE
2 D/Principal (Adrninistration) MATHEW NKARICHIA
J D/Principal ( Acadernics) FLORAH KANYUA

Registrar NAOMI NJERI
5 Dean of students ALICE MUGAA
6 Head of Finance FAITH KATHURE
7 Head of Procurement DAVID GICHUNGE
8 Guidance & counselling PURITY KOOME
9 Quality Assurance JOYCE MBAYA
10. Industrial Liaison Offrcer BONFACE GITAU

(d) FiduciaryOversightArrangements

Name of the Committee Members

Finance, Infrastructure and Stratery

l. Dr. Isaac Kaberia (chairman)
2. Rose Jumwa
3. Wangai Ndirangu

Education, Research and Training

1 Dr. Joy Riungu (chairperson)
2. Dr.lsaac Kaberia
2.Bethwel Maithya
4.Margret Nduhiu (TVET county
Director)

Audit and Risk management

l. Ann Chelagat (Chainnan)
2. Dr. loy Riungu
3. Margret Nduhiu (TVET county
Director)

lv
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KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(e) EntityHeadquarters
P.O. BOX 276-60602
KIANJAI
MERU MAUA ROAD ALONG KWA AMOS JUNCTION
MERU, KENYA

(f) Entity Contacts
Telephone: (25 4) 7 0 5 63 6443
E-mail : karumotti@gmail.com
Website : i nfo@karurnotti.ac.ke

(g) Entity Bankers
l. Equity bank Kenya limited

Meru - Makutano branch
p.o.box 75104
Meru, Kenya

2. Kenya Commercial Bank
Meru- Makutano branch
p.o.box
meru,Kenya

National bank Kenya limited
Kianjai branch
p.o.box 261-60602
kianjai Kenya

(h) IndependentAuditors

Auditor General
Office of Auditor General
Anniversary Towers, Institute Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

(i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

3
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I. THE, BOG/BOARD OF GOVERNORS

Major (Rtd) Andrew Nkiiri- BoG Chair

Dr. Isaac Kaberia- BoG Mcmbcr

A retired Kenya air force Major. IIe is a qualified air
craft engineer but currently self-employed in the fields
of clearing and forwarding (Cargo handling services)
Datc of birth 20/02/1951

PhD holder (University faculty mcmbcr) Currently thc
chairman of the llducation, Research and Training
committee of the BOG
Lecturer at Embu University

Datc of Birth 02ll0ll1980

Dr. Joy Nyawira Riungu- BoC Membcr

PhD holdcr. Sanitation and Environmental
Ilnginecring (Specialization; Sanitation
Enginccring)

Date Of Birth 03 I 121 197 4
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Mr. Ilethcl Maithya Muthangya- BoG Member

Holds Ilachclor Dcgrcc [T,
Software Enginccring

Datc of Birth 2171011986

I

fa
Mr Mutcmbci Kigigc- IloG Sccrctary

IIolds an MIIA in finance,
Principal of thc institutc/Sccrctary to thc BOG

Date of Birtlt 31 l0l I 1961

CPn (K) internal auditor with KTDA and chairpcrson ol
thc Audit and Risk management committee of thc UOG.
Accountant
Datc ol Birth 1978

Consultant civil IJnginccr
Mastcr's dcgrcc in watcr cnginecring
Date of birth 2010911973

vll
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Mrs. Rose Jumwa- BOG Member

Graduate in Quantity Survcy

Quantity Surveyor

Date of birth: 17l3l1989

vlll
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II. MANAGIIMI'N'I..II'AM

B
Mr. Mutcmbci Kigigc

Principal of thc institutc/Sccrctary to thc tsOG IIolds an

MIIA (Financc Option).

( I
V
t

I

/)
/

I

dt

H\

Mr. Mathews Nkarichia

Deputy Principal (Adrninistration)
Holds a Diploma (Building and Civil lingineering)

a,

I

rlr

Mrs. lilora Kanyr"ra-

Dcputy Principal (Academics)
Holds an MIIA (Strategic Managcment Option)

Registrar
Holds I-lachelor of Education (Tcchnology Iiducation-
Computcr 1'cchnology)
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f

Mrs. Alice Musaa

Dean of Students
MED (Guidance & Counselling)

Ms liaith Kathure

F'inancc Officcr
Bachelor in Business Admin, CPA(K)
Member of ICPAK

Mr. David Gichungc

Procuremcnt Officcr
Bachelor in Supply Chain Managcment

Mrs. Purity Koome

Guidancc & Counsclling
Diploma in Business Education

x
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Mrs. Joycc Mbaya

Quality Assuarance Officer
Master in Economics

Mr. Bonface Gitau

Industrial Liaison Officcr
Bachelor of Education ( Technology Education -
tsuilding and Construction'lechnology)
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III. CHAIRMAN'S STATEMENT

Karumo TTI is a fully pledged Institution registered under the ministry of education under ths TVET Act,

2013 to offer Technical and Vocational Education and Training courses. It opened its doors for training in

September 2015. Karumo TTI was primarily constructed as a centre of excellence in Building and civil

engineering but over time and due to the increasing demand for technical training in Kenya, we have

found ourselves expanding our scope to offer other supporting high demand courses in electrical

engineering, ICT, business courses, institutional management and Cosmetology. The BOG which was in

operation during the first half of the financial period expired and a new BOG was appointed and

inaugurated in May 2022.The current Principal/Secretary to the BOG was also deployed to Karumo T'fl

beginning of February 2019. As the chairman of BOG, I am committed to ensuring prudent use of the

available resources (both financial and non-financial resources) of the institute. We have also

endeavoured to attract and retain competent staff to offer services in an efficient manner. During the

second half of the FY, we were able to streamline the finance department by deploying one more officer

as an intern to assist in the financc dcpartment. During the year, we were able to engage the seryiccs of a

I{R officer which has increased in seamless operations and efficiency in the institute.

To be able to offer proper oversight and policy guidance, the Board has chosen to work with three

committees namely; Finance, Infrastructure and Strategy, Education, Research and Training and Audit

and risk management committees.

As the chairman, I fully own this annual report and financial statements for F-Y 202112022 and its content.

re ll

BOG Chairman

Major (Rtd) Andrew Nkiiri

xll
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IV. PRINCIPAL'S RI,IPORI'

Karumo TTI is a governmcnt Public Institution offering TVIIT courscs. Karumo Tcchnical Training

Institutc (KTTI) is located in Tigania wcst in Meru County. It is locatcd in a hardship arca and occupics

approximatcly 24 acrcs of land. It opencd its doors for training in Septembcr 2015 when it admitted thc

first trainccs in building and civil cnginccring. It is managcd by a Iloard of Govcrnors (llOG) undcr thc

dircction of-thc Ministry of Ilducation and as pcr'fVli'l' Act, 2013. 'l'hc Vision ol'Karumo'l"l'l is 'An

outstanding institutc in Tcchnical and Vocational Ilducation & Training (TVIIT) and Innovation'. Our

mission is 'To provide holistic Technical and Vocational Ilducation and Training (TVIIT) programmes

lor sclf-rcliancc, colllnunity dcvclopmcnt and global compctence. Currently, we have a studcnt

Population of 5,4'72 trainccs, 98 (25 PSC, 63 IIOG) traincrs and 7 non-acadcmic staff.

TVIIT training has ovcr timc rcccivcd a lot o1'attcntion by thc govcrnmcnt and thcreforc wc hopc to

incrcasc rapidly going forward duc to thc incrcascd dcmand.

1'hc prcparation of Karumo 'I'll financial statemcnts in conformity with IPSAS rcquires us to makc

judgments, cstirnatcs and assumptions that affect thc reportcd amounts of revenucs, expenscs, assets aud

liabilitics, and thc disclosurc of contingcnt liabilitics, at thc cnd of thc rcporting pcriod. In rcspcct, wc

havc endcavourcd to implcmcnt propcr and approvcd working budgcts evcry financial ycar. During the

l;Y202112022, wc reccived total revcnuc of Ksh. 211,329,819 from thc serviccs we rendcr including fccs

collcctcd and capitation rcccived during thc ycar, production activities and Ksh. 892,615 from thc farm

salcs. At thc closc of thc liY, wc had a grand total of cash and cash cquivalcnt balancc from KCB, Ilquity

banks national bank and cash at hand of kshs, 34,036,894. Howevcr, our total uncollccted balances stood

at Ksh. 167,730,317. Thc dcbtors arc primarily duc to thc un disburscd capitation for thc 4'h quartcr

l;Y202112022 andthc studcnts who had joincd in January 2022 had not bcncfitcd lrom IIIILII loans.

Karumo'l"l-l IIOG has howcvcr bccn vcry supportivc in thc implcmcntation of thc pcrlormancc targcts of

thc institutc and has choscn to work with sub-committccs fbr cffcctivcness and cfficiency. This report has

thcrefbrc bccn prcparcd as a true reflcction of our achicvcments for thc hnancial pcriod.

H
Principal

Flora Kanyua Njura
08 t{AY 2023

A
rr/tl.J.

.(
>ti
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v Statement of Performance against Predetermined Objectives

Section 8l Subsection 2 (f) of the Public Finance Management Act,2012 requires the Accounting

officer to include in the financial statement, a staternent of the national government entity's

perfonnance agai nst predeterm i ned obj ectives.

Karumo TTI has 7 strategic pillars and objectives within its Strategic Plarr for the FY 2017- 2022.

These strategic pillars are as follows:

Pillar l: Access and Equity

Pillar 2: Infrastructural resources

Pillar 3: Human Resource developrnent

Pillar 4: Collaboration and linkages

Pillar 5: Technology

Pillar 6: Leadership and Governarrce

Pillar 7: Research and Development

Karumo TTI develops its annual work plans based on the above seven (7) pillars. Assessment of the

Board's performance against its annual work plan is done on a quarterly basis. The institute achieved

its performance targets set for the FY 202112022 period for its 7 strategic pillars, as indicated in the

diagram below:

Output

Electronic and
Print
Advertisements

Print outs of
brochures

Increased
enrollment

Audit Reports

Strategic Pillar Objective Key Performance
Indicators

Activities

. Place 4 advertisements
in 3 different media per
year

o Print 15,000 brochures
per year and issue to
students, staffand
community

o Conduct marketing
activities in
neishbourins towns

Pillar l:
ACCESS AND
EQUITY

Increase student's
enrolment

. High student
enrolment

. Diversified
o student population

Improve average
Trainees'
Perfonnance

Increased enrolment
. Monitor class

attendance by both
trainers and trainees

. Plan and effectively
implement calendar of
events

xlv
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Source fund

./ Design the tuition
complex
./ Engage a contractor

./ Equip

Construct a tuition
complex

Pillar 2:
INFRASTRUCTU
RAL
RESOURCES

Develop and

upgrade physical
infrastructure and

acquire trairring
equipment

Establish a

banana and
orchards
farm

Banana and
orchards farm

Equip F&B
restaurant
and kitchen

F&B Restaurant
and Kitchen

Establish
borehole
solar system

Borehole Solar
Systern

./ Identify gaps

./ Recruit and select

Attract and
develop
competent human
resource

Adequate personnel
for institutes
operation

Pillar3:Human
Resource
development

Attend and participate in
research conferences
locally and international ly

./Collaboration with
KUCCPS
./Collaboration with
NYS
./ Collaboration with
financial institutions
./ Collaboration with
HELB
Collaborate with
institutions in the
EASTRIP project

Pillar 4:
Collaboration and
linkages

Establish and
strengthen
existing
collaborations
and linkages both
locally and
internationally

Deploy Management
Infonnation System

./ Increase internet
hotspots

./purchase a new network
server computer
./activate and train all

trainers on the
examination module

Admission module
Procurement module
Examination module
Library module

Pillar 5:

Tecl-rnology and
Govemance

Enhance ICT
integration

Equipped
Tuition Block
in place
(Lecture chairs
& Teachers
desks)

Planted banana
and orchards
farm in place

Equipped and
functionalF&B
restaurant and
kitchen
Functional
borehole solar

ln ace

Done

Done

Done
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Implcmcnt
cflcctivc
govcrnance
structurcs in
service delivcry

./ Dcvcloped and

displayed scrvicc
chartcr
../ Displayed
dcpartmental scrvice
charter

./ conduct a customer
fecdback survcy

Dcvclop and implcmcnt a

Customer scrvicc dclivcry
chat1er
Customer fecdback survcy
to advice on improvemcnt
in service dclivery

In placc

Pillar 7: Rcscarch
and Developmcnt

Promotc
innovalion and
crcativity in thc
institutc through
R&D and

innovation

./agriculturc farm

./ Watcr sourccs

./ inigation systcm

./ IIoncy

./ Dragon fruits

F'arm activitics

../ cxpand thc farm

./ usc suitablc farming
mcthods

./ rcscarch on and plant
dragon fruits

Donc

All thesc objcctives wcrc achieved by including them as projects in the institute's pcrlormancc contract

for thc FY 202012021 and in the work-plan.

VI. CORPORATEGOVI,]RNANCESTATEMENT

'l'hc mandate of 'l'VE'l'in Kenya is spclt out in thc'l'VEl'Act.2013. Iivcry'l'VE't lnstitution is govcrncd

by a govcrning body in thc form of a Council/BOG which is responsiblc for providing thc rcquircd

leadership in dcvcloping appropriate plans and strategies that will contribute to a sustainablc cxccution of

its mandatc to satisl'y thc sociocconomic advanccrnent of thc nation and thc rcgion. Iiach Institution is

hcadcd by a Principal/Director, who acts as thc sccretary to thc governing Council/llOG. 'fhe

Council/BOG consists of the Chairpcrson and othcr membcrs as may bc spclt out in thc cxisting Act. In

Kenya, the TVIIT Act 2013 givcs thc composition of thc Council/Boc as follows:

(a) A chairpcrson;
(b) A rcprescntativc of thc PS in the Ministry rcsponsiblc for TVIJT

(c) A rcprcscntativc of thc Govcrnor in the county

(d) Six othcr persons appointed from the fields of;

(i) Leadcrship and managcmcnt;

(ii) Irinancial managcmcnt;

(iii) 'l'cchnology;

(iv) Industry;
(v) Enginccring;
(VI Infonnation Communication Tcchnology/lcgal

'l'here must be at least two thirds gcnder representation in the mcmbership. 'l'hc CounciI/BOG

mcets quarterly on avcragc, with a thrcc-ycar tctm rcncwablc oncc and for rncmory, onc or two

mcmbcrs arc rc-appointcd. Thc Council/BOG may havc working srtb-cotnmittccs to likc;

i. Ilducation, Research and Training,

xvl
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ii. Finance, Infrastructure and IIuman Rcsource,

iii. Audit and Risk Managcment.
'fhc Sub-Committecs can co-opt persons of special cxpcrtise during thcir deliberations.

At thc opcrational level, the Principal/Director is the team leader (CEO) assisted by the Dcputy

Principal(s)/Director(s) to ensure a smooth work/leaming environment. For proper management

and mcntorship for sustainability, he/she appoints departmental heads, section heads and

supcrvisors at each opcrational arca. 'l'ogethcr, the tcam cnsurcs sustainable quality, acccss,

rclcvancc and cquity in thc programs and scrvices offered to its customcrs and a back and forth

smooth flow of fecdback.

Ilach institution has clearly espoused its mandate in its statements of intention in the form of Vision,

Mission and core valucs. 'l'here also exists a documented Stratcgic Plan (SP) with achievable stratcgic

objcctivcs with clcar stratcgics and goals. The achievcment of thcse objectivcs is monitorcd at the

opcrational lcvcls through measurable documented quality objectives

VII. MANAGEMENT DISCUSSION AND ANALYSIS

l'hc BOG of the Institute has been vcry supportivc to the management and has fully pcrformed its

oversight role in wholc and through the BOG committees. Thc management team is also well constitutcd

with thc Principal being the team leader, two deputy principals (One in administration and one in

Academics), thc Registrar, dean of studcnts, hcad of guidancc and counsclling and the industrial liaison

officer. Thc Institutc has a robust tcam of professional non-acadcmic staff with a qualified finance officcr,

an accountant, procuremcnt officer and an asset managcr.

During thc financial ycar, the management has cndeavoured to satisfy both legal and regulatory

rcquircment as cspouscd in its mandate under the TVET act2013, thc cducation act 2013, PFM Act 2012

and its rcgulations etc. Our operations were smooth and undisturbed for three quarter of the year though

the fourth quartcr was significantly affcctcd by the emergence of Covid-19 which intemrpted our major

opcrations aftcr a dircctivc was issucd for all traincrs and trainecs to go home and opcratc from thcir

homes.

During the pcriod, we were ablc to complete most of our Performance Contract key projects as follows: -

VIII. Ilnvironmcntaland SustainabilityReportingStatcmcnt

D Sustainability strategy and profile

Thc institute has cndcavoured to be in contact with the local community. For instance, the bee hive

projcct was conccivcd with thc local community at hcart. Wherc Karumo TTI would constntct hives for

the community, train them on bcc kecping and thcn buy thc honey for value addition. It is mcant to

xvll
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operate like a cooperative society to raise the economic status of the community who would in turn be

able to pay fees for their children at the Institute.

Sustainability in personnel management has been ensured through transfer of skills and responsibilities

through staff development, delegation, involving staff in decision making during management mectings

and succession planning. As for projects, the major threat is that the institute is located within a hardship

region where rainfall is sometimes inadequate. However, we have ensured we have adequate water supply

throughout the year from a borehole and powered by a solar system to ensure water adequacy and

reliability.

We have also signed MOUs with reputable organizations for the benefit of our trainees and trainers where

they can carry out attachments and internships as trainees build lasting relationships and confidence with

employers for future or immediate engagements. We ensure whenever some works are going on within

the institute, a significant number of our trainees are engaged on casual basis to enhance their skills. We

participate in robotic contests, drama and trade fairs to ensure exposure of trainees to different

environments as they build capacities for innovation and inventions.

iD Environmental performancc

We have endeavoured to go green by installing an operational solar powercd bore hole water system. Wc

have also ensured the institute has installed and marked litter bins for waste collcction which is

transferred to a well done compost pit. Karumo TTI is an alcohol and drug free institution with an

operational guidance and counselling office and personnel. We have an environmental policy in place.

Solid waste is well managed. We have a good sewer system and well-constructed and clean pit latrines.

xvll1
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Ilmployee welfare

The staff well constitute with strict consideration of gender balance. Majority of the staff are from the

local community and we have ensured that over 30o/o are from other communities to achieve the face of

Kenya. We carry out annual appraisals and gap analysis to be able to ensure mitigation strategies. We

have in our budget provision for staff development and our staffs benefit allocation from the vote head.

We havc fully complied with the Occupational Safety and Ilealth Act of 2007. We give ten o'clock tea

with a snack to all our staff for free.

Market place practices-
Thc institute has fully complied with the provisions of anticomrption. We have carried out
trainings by the EACC staff. We have a good supplicr relationship. We pay them on time and we

cnsurc wc do not cntertain any irregularitics to minimize any complains

Corporate Social Responsibility / Community Engagemcnts

The community supplies casual labour to the institute. Our institution is open for meetings and social

welfare activities as we ensure security of the institute property and integrity.

xtx
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IX. Report of thc Board of Governors

The Iloard mcmbers submit their rcport togethcr with the audited financial statcments for thc

ycar cnded Junc 30, 2022, which show thc state of thc Karumo TTI affairs.

Principal activities
The principlc activities of the entity are:

a. To conduct training at tertiary level in Technical and Vocational Education and Training ficlds.

b. 'fo determine cunicula appropriate for training of the various manpowcr category and spccialization

rcquircd by thc labour market through carcful sclcction of available syllabi from local or intcrnational

institutions recognizcd by the Ministry of Education (MoE).

c. To foster linkages with industry and other institutions for the promotion of quality and rclevant

training.

d. To prornotc and inculcatc Entrcprcncurial skills and culturc within thc institutc's stalf and studcnts.

e. To conduct Applied Rescarch.

f. 'l'o undcrtake income-gcnerating activitics through production, consultancy and tailor-madc short

courses, in-servicc courses, equipment and facility hiring and hospitality services to complimcnt

Governmcnt grants and fecs rcvcnuc.

g. l"ostcr spiritual growth among community mcmbcrs both staff and studcnts.

Rcsults

'fhe rcsults ofthc entity for thc year endcd 30'hJunc 2022 arc set out on pagc l-47

Council/Board of Governors
Thc mcmbers of thc Iloard who scrved during thc ycar arc shown on pagc vi, vii, viii. During thc

ycar 2OZl thc BOG expired in Octobcr and anothcr board was appointed with cffcct from April
2022

Auditors
The Auditor Gcncral is rcsponsible for thc statutory audit of thc institute in accordance with
Articlc 229 of the Constitution of Kenya and the Public Audit Act 2015 for thc yearlperiod endcd

June 30,2022

Ily Order of thc Board
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Karumo Tcchnical Training Institute
Annual Rcpo rt and F-inancial Statcmcnts for thc ycar cndcd 30th Junc 2022

Statcment of Board of Govcrnors/ Council's Rcsponsibilitics
Scction 8l of thc Public Financc Managcmcnt Act, 2012 and section 29 of scltedule 2 of the

Technical und Vocational Education and Training Act,2013 rcquirc thc council mcmbcrs to
prcparc financial statcnlcnts in rcspcct of Karumo 'fTI, which givc a truc and fair vicw of thc
slatc ol' allairs ol' thc at thc cnd ol'thc financial year/pcriod and thc opcrating results ol'thc
Institute for that YcarlPcriod.
'l'hc Council mcmbers are also rcquircd to cnsure that thc institute kccps propcr accounting
rccords which disclosc with rcasonablc accuracy thc financial position of thc instilute. Thc IIOG
mcmbcrs arc also rcsponsible for safeguarding thc asscts of thc Institule.

-l'hc BOG mcmbcrs arc rcsponsiblc fbrthc prcparation and prcscntation of thc Institute s financial
slatcmcnts, which givc a true and fair view of thc statc of alfairs of thc institttte lor and as at tho

cnd of thc financial ycar (pcriod) endcd on Junc 30, 2022. T'his rcsponsibility includcs: (i)
maintaining adcquate financial managemcnt arrangcmcnts and cnsuring that thcsc continuc to bc

clfcctivc throughout thc rcporting pcriod, (ii) maintaining propcr accounting rccords, which
disclosc with rcasonablc accuracy at any timc the financial position of thc cntity, (iii) dcsigning,
implemcnting and maintaining intcrnal controls rclcvant to the prcparation and fair prcscntation

of the financial statcmcnts, and cnsuring that thcy arc fi'ec lrom matcrial misstatcments, whethcr
duc to crror or fraud, (iv) safeguarding thc asscts of thc institute, (v) sclccting and applying
appropriatc accounting policics, and (vi) making accounting cstimates that arc rcasonablc in thc
circumstanccs.

'l'hc IIOG mcmbcrs accepl rcsponsibility lbr lhc institutes linancial statcmcnts, which havc bccn

prcparod using appropriatc accounting policics supported by reasonable and prudcnt judgemcnts

and cstimatcs, in conformity with International Public Scctor Accounting Standards (IPSAS), and

in thc manncr rcquircd by thc PFM Act, 2012 and the TVET Act) - . thc BOG mcmbcrs arc o[the
opinion that thc entity's financial statcmcnts givc a truc atrd lair vicw of thc state of entity's
transactions during thc financial ycar endcd June 30, 2022,and of thc Instilute'.s financial position

as at that da1c. 'fhc Council mcmbcrs further confirm thc complctcncss of the accounting rccords

maintaincd lbr the institute, which havc bccn rclicd upon in thc prcparation of the institule's
financial statcmcnts as wcll as the adcquacy of thc systems of intcmal financial control.

Nothing has comc to thc attcntion of thc Iloard mcmbcrs to indicatc that the entity will not rcmain
a going conccrn for at lcast thc next twclvc months from the datc of this statcmcnt.
Approval of the financial statcmcnts
'lhc institute's financial statcmcnts wcrc approvcd by thc Board on 2810912022 and signcd on its
bchalfby:

I

Name Major (RTD) Andrew Nkiiri

Chairperson of the lloard

Name F'lora Kanyua

Principal 08 MAY 2023
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ephone: +254-(20) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAt

Enhancing Accountability

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 30o84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KARUMO TECHNICAL TRAINING
INSTITUTE FOR THE YEAR ENDED 30 JUNE, 2022

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 financia! reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lavvfulness 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 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-Genera!.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

! have audited the accompanying financia! statements of Karumo Technical Training
lnstitute set out on pages 1 to 49, which comprise the statement of financial position as

Report of the Auditor-General on Karumo Technical Training Institutefor the year ended 30 June, 2022



at 30 June, 2022, and the statement of financial performance, statement of changes in
net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

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 Karumo TechnicalTraining lnstitute as at 30 June, 2022,
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 Technical and Vocational Education and Training Act, 2013 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracy in the Statement of Cash Flows

The statement of cash flows reflects Kshs.11,048,153 and Kshs.34,036,894 in respect to
cash and cash equivalents as at 1 July and 30 June respectively and refers to Note 26 to
the financial statements. However, Note 26 to the financial statements reflects
Kshs.51,808,710 for cash generated from operations.

!n the circumstances, the accuracy of the statement of cashflows could not be confirmed.

2. lnaccuracy in Deferred lncome

The statement of financial position and as disclosed in Note 21to the financial statements
reflects Kshs.18,125 and Kshs.19,190 in respect to total deferred income for 202112022
and 202012021 respectively. However, the deferred income movement schedule
indicated that Kshs.1,065 was earned from development grants during the year but was
not reported as revenue in the financial statements.

ln the circumstances, the accuracy of deferred income balance of Kshs. 18,125 could not
be confirmed.

3. lnaccuracy in the Statement of Financial Position

Note 27 to the financial statements reflects credit risk exposure amounting to
Kshs.201 ,767,211 which includes receivables from non-exchange transactions
amounting to Kshs.2,197,500 . However, the statement of financial position does not
reflect receivables from non-exchange transactions.

ln the circumstances, the accuracy of the statement of financial position could not be
confirmed.

Report ofthe Auditor-General on Karumo Technical Training Instilutefor the year ended 30 June, 2022
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4. Unsupported Payment for lnsurance Cover

The statement of financial performance and as disclosed in Note 10 (a) to the financial
statements reflects use of goods and services amounting to Kshs.79,861,000 which
includes Kshs.264,448 in respect to premium paid to an insurance company for the
insurance cover to the lnstitute bus for a period of 1 (one) year starting from
25 November,2021 to 24 December,2022. However, the insurance sticker provided for
audit revealed that the cover was only for one month starting from 25 November,2021 to
24 December,2021. The policy document which could have provided the actual period
for the policy cover was not provided for audit .

Further, an additional Kshs.253,225 was paid to another insurance company towards the
insurance cover of the same bus for a period of one year from 12 May, 2022 to
10 April, 2023 which was six months before the expiry of the initial coverwith the first
insurance company. ln addition no evidence was provided on how the insurance
companies were identified and awarded the contracts.

!n the circumstances, the accuracy and propriety of insurance cover amounting to
Kshs.S17 ,673 could not be confirmed.

5. Unsupported Expenditure on Boarding Equipment and Stores

The statement of financial performance and as disclosed in Note 10 (a) to the financial
statements reflects use of goods and services amounting to Kshs.79,861,000 which
includes Kshs.24,803,320 in respect to boarding equipment and stores which further
includes Kshs.7,298,390 paid to a catering services firm for supplying meals to National
Youth Service students and members of the staff. However, the procurement records
including tender adverts, tender opening and evaluation minutes were not provided for
audit. Further, the lnstitute entered into a contract with the firm on 29 September,2020
for a period of two years. However, the contract did not include the number of meals the
service provider was expected to provide per day, the menu to be provided or to be served
and how much each plate would cost.

!n the circumstances, the accuracy and completeness of boarding equipment and stores
amounting to Kshs.7,298,390 could not be confirmed.

6. Lack of an Updated Fixed Assets Register

The statement of financial position and as disclosed in Note 18(a) to the financial
statements reflects property, plant and equipment balance of Kshs.220,623,141.
However, review of the asset register revealed that crucial details such as dates of
acquisition, location, serial numbers and type/make of the assets were not entered in the
asset register.

ln the circumstance, the accuracy and completeness of the property, plant and equipment
balance of Kshs.220,623,141 could not be confirmed.

Report of the Auditor-General on Karumo Technical Training Institutefor the year ended 30 June, 2022
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7. Unsupported Receivables from Exchange Transactions - Student Debtors

The statement of financial position and as disclosed in Note 16 to the financial statements
reflects current portion of receivables from exchange transactions balance of
Kshs.167,730,317 which includes Kshs.17,963,437 that has been outstanding for more
than three years. The overdue debt is for students who had exited the lnstitute and
therefore the recoverability is doubtful. Further, the Management had not undertaken
any measures to ensure collection of the outstanding debt

ln the circumstances, the accuracy and recoverability of receivables from exchange
transactions balance of Kshs.17,963,437 could not be confirmed.

8. Unsupported lnventories Balance

The statement of financial position and as disclosed in Note 17 to the financialstatements
reflects inventories balance of Kshs.451,884. However, physical verification at the
departmental stores revealed that stores records including stores registers for tracking
receipts and issue of inventories were not maintained for building and civil engineering
department, electrical and electronic department, and nutritional management
departments.

ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.451,884 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Karumo Technical Training !nstitute
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.

Other Mafter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.198,792,800 and Kshs.271 ,279,819 respectively
resulting to an over-collection of Kshs.72,487,019 or 36% of the budget.

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022
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Similarly, the
Kshs.198,792
budget.

lnstitute expended Kshs.138,016,488 against an approved budget of
800 resulting to an under-expenditure of Kshs.60,776,312 or 30% of the

The underperformance affected the planned activities and may have impacted negatively
on service delivery to the public.

2. Unresolved Prior Year Matters

!n the audit report of the previous year, several paragraphs were raised. However,
Management has not resolved and disclosed the status of all the prior year matters as
prescribed in the reporting requirements set by the Public Sector Accounting Standards
Board. Management has not provided satisfactory explanation for the delay in resolving
the issues.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. lrregular Payment of Electricity Bills

During the year under review the lnstitute paid electricity bills amounting to
Kshs.1,644,472. However, review of documents revealed that the bills paid by the
lnstitute were under the name of Ministry of Higher Education Science and Technology.
Although the Management explained that the electricity meter was registered under the
Ministry of Education during the construction of the lnstitute, no plausible explanation was
provided on why the Management has not initiated the process to transfer the ownership
of the electricity meter to the lnstitute's name. This is contrary to Regulations 143 (1) of
Public Finance Management (National Government) Regulations, 2015 which states that
an Accounting Officer shall be responsible for maintaining a register of assets under his
or her control or possession as prescribed by the relevant laws.

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

3. Failure to Carry out Annual Stock Taking

During the year under review, the lnstitute did not carry out annual stock-taking exercise
at the end of the financial year. This is Contrary to Section 162(2) of the Public
Procurement and Asset Disposal Act, 2015 which states that the head of procurement

Report ofthe Auditor-General on Karumo Technical Training Instilutefor the year ended 30 June, 2022
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function shall arrange for occasional visits of inspection to the stores, at least quarterly in
each calendar year, and conduct quarterly and annual inventory and stock taking in order
to ensure compliance with all respective governing laws and submit the report to the
accounting officer.

ln the circumstances, Management was in breach of the law

5. Failure to Tag the Fixed Assets

The physical verification conducted in March, 2023 revealed that assets valued at
Kshs.24,813,613 were not tagged for ease of identification. This is contrary to Section
139(1)(b) of the Public Finance Management (National Government) Regulations, 2015
which stipulates that accounting officer shall take full responsibility and ensure proper
control systems exist for assets and that movement and conditions of assets can be
tracked.

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. I believe that the audit evidence ! 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, except for the matters
described in the Conclusion on Effectiveness of lnternal 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 were not operating in an effective way.

Basis for Conclusion

1. Lack of lnternal Audit Function

The lnstitute has not established an internal audit function. This is contrary to Section
155 of the Public Finance Management Act, 2012 which provides for the establishment
of the internal audit function. As such the lnstitute did not benefit from the assurance
and advisory services from the internal audit function

ln the circumstances, the effectiveness of internal controls and governance could not
be confirmed.

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022
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2. Tenure of Board Members

During the year under review the appointment of all the Board members was done on
25 March, 2022, an indication that their term will all expire at the same time thereby
creating a succession dilemma on the continuity of Board operations. This is contrary to
Section 7(2) of Second Schedule of the Technicaland Vocational Education Training Act,
2013 which states that in appointing and re-appointing members of Board of Governors,
the Cabinet Secretary shall stagger the commencement dates of some members to
maintain a proportion of new membership that ensures continuity in the affairs of the
Board of Governors.

ln the circumstances, the effectiveness of the lnstitute's governance after the expiry of
the appointments could not be confirmed.

3. Lack of Human Resource Management Policy

Review of the lnstitute's human resource structures revealed that the lnstitute has
continued to operate without key human resource documents such as a human resource
manual and policy. ln addition, no evidence was provided to confirm that the lnstitute has
ever conducted a job analysis.

ln the circumstances, the effectiveness of the human resource governance structure
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 those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting 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 controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
lnstitute'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 lnstitute 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.

Report ofthe Auditor-General on Karumo Technical Training Institutefor the year ended 30 June, 2022
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
activities, financial transactions, and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the lnstitute 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Aud itor-General's Responsibilities for the Aud it

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 in
compliance with the authorities that govern them in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with Article
229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1Xa) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls 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 does
not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022
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Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
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:

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

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 lnstitute'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 Institute to cease to continue to sustain its services.

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

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

Perform such other procedures as I consider necessary in the circumstances

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

I also provide the Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and

Report of the Auditor-General on Karumo Technicol Training Institute for the year ended 30 June, 2022
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other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

CPA
AUDITOR.GENERAL

Nairobi

13 June, 2023

BS
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REPORT OF THE AUDITOR.GENERAL ON KARUMO TECHNICAL TRAINING
INSTITUTE FOR THE YEAR ENDED 30 JUNE, 2022

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 intended purpose.

C. Report on Effectiveness of Internal 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 Karumo Technical Training
lnstitute set out on pages 1 to 49, which comprise the statement of financial position as

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022



at 30 June, 2022, and the statement of financial performance, statement of changes in
net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

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 Karumo TechnicalTraining lnstitute as at 30 June, 2022,
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
theTechnical and Vocational Education and Training Act,2013 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracy in the Statement of Cash Flows

The statement of cash flows reflects Kshs.11,048,153 and Kshs.34,036,894 in respect to
cash and cash equivalents as at 1 July and 30 June respectively and refers to Note 26 to
the financial statements. However, Note 26 to the financial statements reflects
Kshs.51 ,808,710 for cash generated from operations.

ln the circumstances, the accuracy of the statement of cashflows could not be confirmed

2. Inaccuracy in Deferred lncome

The statement of financial position and as disclosed in Note 21 to the financial statements
reflects Kshs.18,125 and Kshs.19,190 in respect to total deferred income for 202112022
and 202012021 respectively. However, the deferred income movement schedule
indicated that Kshs.1,065 was earned from development grants during the year but was
not reported as revenue in the financial statements.

ln the circumstances, the accuracy of deferred income balance of Kshs. 18,125 could not
be confirmed.

3. lnaccuracy in the Statement of Financial Position

Note 27 to the financial statements reflects credit risk exposure amounting to
Kshs.201 ,767,211 which includes receivables from non-exchange transactions
amounting to Kshs.2,197,500 . However, the statement of financial position does not
reflect receivables from non-exchange transactions.

In the circumstances, the accuracy of the statement of financial position could not be
confirmed.

Report of the Auditor-Generol on Karumo Technical Training lnstitulefor the year ended 30 June, 2022
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4. Unsupported Payment for Insurance Cover

The statement of financial performance and as disclosed in Note 10 (a) to the financial
statements reflects use of goods and services amounting to Kshs.79,861,000 which
includes Kshs.264,448 in respect to premium paid to an insurance company for the
insurance cover to the lnstitute bus for a period of 1 (one) year starting from
25 November,2021 to 24 December,2022. However, the insurance sticker provided for
audit revealed that the cover was only for one month starting from 25 November,2021 to
24 December,2021. The policy document which could have provided the actual period
for the policy cover was not provided for audit .

Further, an additional Kshs.253,225 was paid to another insurance company towards the
insurance cover of the same bus for a period of one year from 12 May, 2022 to
10 April, 2023 which was six months before the expiry of the initial coverwith the first
insurance company. ln addition no evidence was provided on how the insurance
companies were identified and awarded the contracts.

ln the circumstances, the accuracy and propriety of insurance cover amounting to
Kshs.S17,673 could not be confirmed.

5. Unsupported Expenditure on Boarding Equipment and Stores

The statement of financial performance and as disclosed in Note 10 (a) to the financial
statements reflects use of goods and services amounting to Kshs.79,861,000 which
includes Kshs.24,803,320 in respect to boarding equipment and stores which further
includes Kshs.7,298,390 paid to a catering services firm for supplying meals to National
Youth Service students and members of the staff. However, the procurement records
including tender adverts, tender opening and evaluation minutes were not provided for
audit . Further, the lnstitute entered into a contract with the firm on 29 September,2020
for a period of two years. However, the contract did not include the number of meals the
service provider was expected to provide per day, the menu to be provided or to be served
and how much each plate would cost.

ln the circumstances, the accuracy and completeness of boarding equipment and stores
amounting to Kshs.7,298,390 could not be confirmed.

6. Lack of an Updated Fixed Assets Register

The statement of financial position and as disclosed in Note 18(a) to the financial
statements reflects property, plant and equipment balance of Kshs.220,623,141.
However, review of the asset register revealed that crucial details such as dates of
acquisition, location, serial numbers and type/make of the assets were not entered in the
asset register.

ln the circumstance, the accuracy and completeness of the property, plant and equipment
balance of Kshs.220,623,141 could not be confirmed.

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022
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7. Unsupported Receivables from Exchange Transactions - Student Debtors

The statement of financial position and as disclosed in Note 16 to the financial statements
reflects current portion of receivables from exchange transactions balance of
Kshs.167,730,317 which includes Kshs.17,963,437 that has been outstanding for more
than three years. The overdue debt is for students who had exited the lnstitute and
therefore the recoverability is doubtful. Further, the Management had not undertaken
any measures to ensure collection of the outstanding debt

ln the circumstances, the accuracy and recoverability of receivables from exchange
transactions balance of Kshs.17 ,963,437 could not be confirmed.

8. Unsupported lnventories Balance

The statement of financial position and as disclosed in Note 17 to the financial statements
reflects inventories balance of Kshs.451,884. However, physical verification at the
departmental stores revealed that stores records including stores registers for tracking
receipts and issue of inventories were not maintained for building and civil engineering
department, electrical and electronic department, and nutritional management
departments.

ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.451,884 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Karumo Technical Training lnstitute
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 Mafters

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.

Other Matter

'1. Budgetary Contro! and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.198,792,800 and Kshs.271 ,279,819 respectively
resulting to an over-collection of Kshs.72,487,019 or 36% of the budget.

Report of the Auditor-General on Karumo Technical Training Inslitute for the year ended 30 June, 2022
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Similarly, the lnstitute expended Kshs.138,016,488 against an approved budget of
Kshs.198,792,800 resulting to an under-expenditure of Kshs.60,776,312 or 30% of the
budget.

The underperformance affected the planned activities and may have impacted negatively
on service delivery to the public.

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several paragraphs were raised. However,
Management has not resolved and disclosed the status of all the prior year matters as
prescribed in the reporting requirements set by the Public Sector Accounting Standards
Board. Management has not provided satisfactory explanation for the delay in resolving
the issues.

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 Lavyfulness
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. lrregular Payment of Electricity Bills

During the year under review the Institute paid electricity bills amounting to
Kshs.1,644,472. However, review of documents revealed that the bills paid by the
lnstitute were under the name of Ministry of Higher Education Science and Technology.
Although the Management explained that the electricity meter was registered under the
Ministry of Education during the construction of the Institute, no plausible explanation was
provided on why the Management has not initiated the process to transfer the ownership
of the electricity meter to the lnstitute's name. This is contrary to Regulations 143 (1) of
Public Finance Management (National Government) Regulations,2015 which states that
an Accounting Officer shall be responsible for maintaining a register of assets under his
or her control or possession as prescribed by the relevant laws.

!n the circumstances, Management was in breach of the law.

3. Failure to Carry out Annual Stock Taking

During the year under review, the lnstitute did not carry out annual stock-taking exercise
at the end of the financial year. This is Contrary to Section 162(2) of the Public
Procurement and Asset Disposal Act, 2015 which states that the head of procurement

Report ofthe Auditor-General on Karumo Technical Training Institutefor the year ended 30 June, 2022
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function shall arrange for occasional visits of inspection to the stores, at least quarterly in
each calendar year, and conduct quarterly and annual inventory and stock taking in order
to ensure compliance with all respective governing laws and submit the report to the
accounting officer.

ln the circumstances, Management was in breach of the law

4. Non-Payment of Audit Fees

The statement of financial position and as disclosed in Note 19(b) to the financial
statements reflects a balance of Kshs.1,868,307 in respect to audit fees. The balance
relates to accrued audit fees payable to the Office of the Auditor-General since 2018-
2019 financial year. Further, review of Note 10 (b) to the financial statements revealed
that no provision was made for audit fees for the current year and the Management has
not taken any steps to ensure the audit fees are settled. This is contrary to Section 41
(1Xc) of the Public Audit Act, 2015 which states that the funds of the Office of the Auditor-
General shall consist of audit fees charged at the rates prescribed by the Auditor-General.

ln the circumstances, Management was in breach of the law

5. Failure to Tag the Fixed Assets

The physical verification conducted in March, 2023 revealed that assets valued at
Kshs.24,813,613 were not tagged for ease of identification. This is contrary to Section
139(1Xb) of the Public Finance Management (National Government) Regulations, 2015
which stipulates that accounting officer shall take full responsibility and ensure proper
control systems exist for assets and that movement and conditions of assets can be
tracked.

ln the circumstances, Management was in breach of the law

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

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

REPORT ON EFFECTIVENESS OF ]NTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, except for the matters
described in the Conclusion on Effectiveness of lnternal 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 were not operating in an effective way.

Report of the Auditor-General on Karumo Technical Training Institute for lhe year ended 30 June, 2022
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Basis for Conclusion

1. Lack of Internal Audit Function

The lnstitute has not established an internal audit function. This is contrary to Section
155 of the Public Finance Management Act, 2012 which provides for the establishment
of the internal audit function. As such the lnstitute did not benefit from the assurance
and advisory services from the internal audit function

ln the circumstances, the effectiveness of internal controls and governance could not
be confirmed.

2. Tenure of Board Members

During the year under review the appointment of all the Board members was done on
25 March, 2022, an indication that their term will all expire at the same time thereby
creating a succession dilemma on the continuity of Board operations. This is contrary to
Section 7(2) of Second Schedule of the Technical and Vocational Education Training Act,
2013 which states that in appointing and re-appointing members of Board of Governors,
the Cabinet Secretary shall stagger the commencement dates of some members to
maintain a proportion of new membership that ensures continuity in the affairs of the
Board of Governors.

ln the circumstances, the effectiveness of the lnstitute's governance after the expiry of
the appointments could not be confirmed.

3. Lack of Human Resource Management Policy

Review of the lnstitute's human resource structures revealed that the lnstitute has
continued to operate without key human resource documents such as a human resource
manual and policy. ln addition, no evidence was provided to confirm that the lnstitute has
ever conducted a job analysis.

ln the circumstances, the effectiveness of the human resource governance structure
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 overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is

Report ofthe Auditor-Generql on Karumo Technical Training Instilutefor theyear ended 30 June, 2022
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necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
lnstitute'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 lnstitute 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, the Management is also responsible for ensuring that the
activities, financial transactions, and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the lnstitute 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with 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 in
compliance with the authorities that govern them in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with Article
229(7) of the Constitution.

Report ofthe Auditor-General on Kqrumo Technical Training Instilutefor the year ended 30 June, 2022
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Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls 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 does
not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assig ned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
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:

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

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 lnstitute's ability to continue to sustain its services. If I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the lnstitute to cease to continue to sustain its services.

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

Report of the Auditor-General on Karumo Technical Training Institute for the year ended 30 June, 2022
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Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the lnstitute to express an opinion on the financialstatements.

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 controls that are identified during the audit.

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

CPA Nancy Gathungu, CBS
AUDITOR.GENERAL

Nairobi

13 June, 2023

o
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*".rrno Technical Training Institute
Annual Report and Financial Statements for the year ended 30th June 2022

'1III. Statement of F-inancial Position as at 30th June 2022

The Financial Statements set out on pages I to 6 were signed by

I

Chairman of Council/Board Officer

ICPAK No 24784

t)
I

&
Principal

2

Assets

Current Assets

15 34.036,894 I 1,048,153Cash and cash equivalents

50,615,537t6 t67,730,317Current portion of receivables from exchange transactions

4s l,884 264,633t7Inventories

61.928.323202,219,095

Non-Current Assets

208.549.2681 8(a) 220,623,141Property, plant, and equipment

r8G) s09,316 679,088Intangible assets

22t.t32,457 209,228,356

271,156,679423,351,552Total Assets

Liabilities

Current Liabilities

I 9(a) 10,058,207 5,452,022Trade and other payables from exchange transactions

l,868,307t9(b) 1,868,307Audit fees

20 3,223,521 801,200Refundable deposits from customers

19,19021 1 8,1 25Deferred income

15.168.160 9,140,719Total current liabilities

Non-Current Liabilities

r5.168.160 9,140,719Total Liabilities
263.015,960408,183,392Net Assets

170.264.3st 170,264,351Revaluation Reserve

25,631,0'.1225,631,072Reserves

212.287,967 67,120,537Accumulated Surplus

263.015.960Total Capital Reserves 408,183,392

423.351.s52 271,156,679Total Net Assets and Liabilities
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Karumo Technical Training Institute
Annual Rcport and Financial Statemcnts for the year endcd 30th June 2022

XIV. Statement of Changes in Net Asset for the ycar endcd 30 June 2022

25,631,
072

65,571,5
46At Julv 1.2020

39,940,
474

Revaluation gain

Irair value adjustment on quoted
investments

27,180,
063

27,180,0
63'fotal comprchcnsivc lncome

Capital/dcvclopment grants received
during the ycar
'f ransfcr of depreciation/amortisation
from capital fund to
Rctained carnings

67,120,
537

25,631,
072

263,015,
960At June 30,2021

170,264,
351

170,264,,
3s1

67,120,
537

25,631,
072

263,015,,
960At Julv 1,2021

Revaluation gain

liair value adjustment on quoted
investmcnts

Sumlus / dcficit for the year
145,16
7,432

145,167,
432

Capital/developmcnt grants received
during thc ycar
Transfcr o f depreci ation/arnorti sation
from capital fund to
Retained carnings

408,183,
392At Junc 30,2022

170,264,
351

212,29
7,969

25,631,
072

J



Karumo Technical Training Institute
Annual Report and Financial Statements for the year ended 30th June 2022

XV. Statcmcnt of Cash F-lows for thc r endcd 30 June2022

Cash flows from operating activities

Receipts

6 35, l 60,000 17,422,500Transfers from other government entities/govt. Grants

8 234,227,204 61,3 19,083Rendering of services- fees from students

425,6609 892,615Sale ofgoods

7 I,000,000 17,061,904Other income (CDF)

96,229.147271,279,819Total Receipts

Payments

l0 79,861,000 36,736,731Use ofgoods and services

10(b) 00 633,487Audit fees

7.542.74511 20,320,030Compensation of employees

t2 1.921.450 r,498,650Remuneration of Directors(BoG ALOWANC ES)

l4 7,094,039 9,960,903Repairs and maintenance

109,196.519 s6.372,516Total Pavments

162,093,300 39,856,631Net Surplus

Non cash movemcnts

(l17,114,780) (32,348,991)Less:(increasc)/dccrease in AR-Exchange transaction

2.197.500Less:(increasc)/decreasc in AR -Non cxchangc transaction 00

(187.2s1) (2s,626)Lcss:(incrcase)/decreasc in invcntory

4.084,67s00Less:(increasc)/decrease in othcr AR prepayments

4,606,185 ( I 6,53 1,378)Less:( decrease)/increase in creditors /AP

( r.065) ( r7.06l ,904)[,css:( dccrcase)/incrcasc Dcfcrrcd income

2,422,321 329,000Less:( dccrease)/increase in refundable deposits

( r 9.500,093 )Net Cash Flows from operatins activities 5 1,808,710

Cash flows from invcsting activities
(28.819.969) (34,889,617)Purchase of property. plant, equipment and intangible assets

00Proceeds from sale of property, plant and equipment

(28.8r9.969) (34,889,617)Net cash flows used in investing activities
(s4.389.710)22,988,741

26 l r.048,153 65,437,864

in Cash and Cash equivalents

Cash and Cash equivalents at I JULY

Net Increase/(Decrease)

11.048.15326 34,036,894Cash and Cash equivalents at 30 JUNE
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Karumo Technical Training Institute
Annual Report and Financial Statements for the year cnded 30th June 2022

The Financial Statements set out on pages I to 6 were signed by:re tl

Chairman of Council/Board

Date

Finance Officer

ICPAK No 24784

Date

Principal

00 I'|AY 2023

PI{,NC IPAL
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Karumo Technical Training Institute
Annual Report and Financial Statcments for the year ended 30th June 2022

Notcs to the Financial Statements (Continued)

NB
The value of land was increased by 4,006,356, this was the cost of designing a co-curricular
field. (Playground)

Valuation

As per National Treasury guidelines, Land and buildings were identified and valued as per the

National Liabilities and Management Policy and guidelines (Issued June 2020). These amounts were

adopted in the financial statements on 2020/2021 FY

l8 (b) Intangible Assets

Cost
1 ,0 1 3,563At besinnins of the vear 679,088

(r69.772\ (334,475)Amortization

509,3 l6 679,088NBV
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Karumo Tcchnical Training Institute
Annual Rcport and Financial Statemcnts for the year cnded 30th Junc 2022

19. Trade and Other Payables from Exchange transactions

Audit fees

20. Refundable Deposits from Customers/Students

Notcs to thc Financial Statements (Continucd)

21. Deferred Income

'fhc dcfcrred incomc movement is as follows:

5,452,02210,058,207Trade payables

10,058,207 5,452,022Total Trade and Other Pavables

I,868,3071,868,307Audit fees

1.868,307 1,969,307Total Trade and Other PaYables

3,223,s21 801,200Caution money

801,200Total Deposits 3,223,521

I 8,125 1 9,1 90National Govemment
1 9,1 901 8,1 25Total Deferred Income

Kshs KshsKshs Kshs

1 9,1 90 00 00 00Balance brought forward

00 0000 00Additions during the year

(00) (00) (00)Transfers to capital fund (00)

(00)( l,065) (00) (00)Transfers to income statement
(00) (00)Other transfcrs (00) (00)

00 00 00llalance carricd forward 1 8,1 25
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Karumo Tcchnical Training Institutc
Annual Rcport and Financial Statemcnts for thc ycar endcd 30th Junc 2022

cd as:

Notes to thc Financial Statcments (Continued)

22. Employee Benefit Obligations

Retircmcnt bcncfit Assct/ Liability
The cntity does not opcrate a defincd benefit schcmc for all full-timc employees

An actuarial valuation to fulfil the financial reporting disclosurc rcquircments of IPSAS 39

was not carricd out on this basis the prcscnt valuc of thc defincd bcncfit obligation and thc

relatcd currcnt scrvice cost and past scrvicc cost werc mcasurcd using the Projcctcd Unit
Credit Mcthod. Thc principal assumptions uscd for thc purposes of valuation arc as lollows:

Kshs

Currcnt 00

00Non- Currcnt

000'I'otal

Kshs Kshs KshsKshs Kshs

Current Benefi t Obligation
Non-Current Benefit
Obligation
Total Employee Benefits
Oblisation

Discount Rates

Futurc Salary Incrcascs

Futurc Pension Incrcascs

Mortality (Prc- Rctircmcnt)

Mortality (Post- Retircmcnt)

Withdrawals

Ill Hcalth

Rctirement
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Karumo Tcchnical Training Institute
Annual Rcport and Financial Statemcnts for thc year endcd 30th June 2022

Notcs to thc l.'inancial Statemcnts (Continued)

Rccognition of Rctircment Bcncfit Assct/ Liability

a) Amounts rccogniscd undcr other gains/ Losscs in thc statemcnt of Financial
Pcrformancc:

b) Amounts rccogniscd in the Statemcnt of Financial Position

Thc cntity also contributes to the statutory National Social Security llund (NSSF). This is a

defincd contribution schcme rcgistcrcd undcr the National Social Security Act. Thc entity's

obligation under the scheme is lirnited to specific contributions legislated from timc to time

and is currently at Kshs. 400 per employee pcr month. Other than NSSF the entity has no

othcr defined contribution scheme Fund. Employees contribute ksh 200 while employers

contribute ksh 200 . Employer contributions are recognised as expenses in thc statcment of
financial pcrformance within thc period they arc incurred.

Thc return on dcfined plan assets

0000Actuarial gains/ losses arising from changes in
dcmographic assumptions

00Actuarial Gains/ Losses Arising From changes In
I"inancial Assumptions

00

00 00Actuarial gains and losses arising from expertence
adiustmcnts

00 00Othcrs (specifv)
0000Adiustmcnts for restrictions on the defined bcncfit assct

0000Rcmeasurcmcnt of thc net defincd bcncfit liability
(assct)

00 00Prcsent value of defined benefit obligations(a)
(000) (000)Fair value of plan assets(b)

00 00I;undcd status(:a-b)
00 00Restrictions on asset recognised
00 00Othcrs

0000
Net asset or liability arising from defined benefit
obligation
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Karumo Technical Training Institutc
Annual Report and Financial Statements for the ycar ended 30th June 2022

Notcs to the l-inancial Statcmcnts (Continucd)

23. Non-Current Provisions

(NB: The current portion deducted in this note should tie to line on current portion
transferredfrom non- current provisions under note 34)

24. Borrowings

24(a) Analysis of Extcrnal and Domcstic Borrowings

00 00 00 00 00Balance at the beginning of the year

0000 00 00 00Additional Provisions

(00) (000)Provision utilised (000) (000) (00)

000 000 000
Change due to discount and time
value for money 000 000

(000) (000) (000) (000)Less: Current portion 000( )

000000 000 000 000Total deferred income

00 00Balance at beginning of the year

00External borrowings during the ycar 00

000Domestic borrowings during thc ycar 000

(000) (000)Rcpayments of cxtcrnal borrowings during the ycar

(000) (000)Rcpayments of domcstic borrowings during the ycar

000Balance at end ofthe year 000

Ilxternal borrowings
000 000Dollar denominated loan fiom 'xx organization'

00 00
Sterling pound denominated loan frorn 'yyy
organization'

00 00Iluro denominatcd loan from zzz organizalion'

Domcstic borrowings
000 000Kcnya shilling loan

000000Total balancc at cnd ofthe year
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Annual Report and Financial Statements for the ycar ended 30th June 2022

00 000Short Term Borrowings(Current Portion)

000Long Term Borrowings 00

000 000Total

Notcs to the F-inancial Statements (Continued)

24 b) Brcakdown of Long and Short-Term Borrowings

(NB: the total oJ'this statement should tie to note 42 totals. Current portion of borrowings are those

borrowings that are payable within one year or the next financial year. Additional disclosures on

terms of borrowings, nature of borrowings, security and interest rates should be disclosed).

25. ServiceConcessionArrangements

00 00Fair value ofservice concession assets recognized under PPE

(000) 000Accumulated depreciation to date

000000Net carrying amount

00 00Service concession liability at beginning ofthe year

(00) (00)Service concession revenue recognized

000 000Service concession liability at end ofthe year
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Annual Report and Financial Statemcnts for the year cnded 30th June 2022

000Short Term Borrowings(Current Portion) 00

00 000Long Term Borrowings

000 000Total

Notes to the l.'inancial Statements (Continued)

24 b) Breakdown of Long and Short-I'crm Borrowings

(NB: the total o/'this.ttotement should lie lo note 42 totals. Current portion of borrowings are those

borrowings that are payable wilhin one year or the next Jinancial year. Additional disclosures on

terms o.f borrowings, nature of borrowings, security and interest rates should be disclosed).

25. ServiceConcessionArrangements

00F-air value ofservicc conccssion assets recognized under PPE 00

(000) 000Accumulated depreciation to date

000 000Nct carrying amount

00 00Service concession liability at beginning of the year

(00) (00)Service concession revenue recognized

000 000Service concession liability at end ofthe year
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Karumo fcchnical Training Institute
Annual Rcpo rt and Financial Statements for the year endcd 30th Junc 2022

Notcs to thc l,-inancial Statcmcnts (Continucd)

26. Cash generated from operations

(T-he total of this statement should tie to the cash flow section on nel cash flows from/ used in

operations)

27. Financial Risk Management

Thc cntity's activities cxpose it to a variety of financial risks including credit and liquidity
risks and cflccts oI changcs in forcign currcncy. 1-hc company's ovcrall risk management
programmc focuscs on unprcdictability of changcs in thc business cnvironment and sceks to

minirnisc thc potential adverse cffect of such risks on its perforrnancc by sctting acceptable

levels of risk. l'hc company does not hedge any risks and has in place policies to ensure that

crcdit is only extended to customers with an established credit history.

Thc entity's financial risk managcment objectives and policies are dctailcd bclow:

(i) Crcdit risk

'l'hc cntity has exposure to credit risk, which is the risk that a countcrparty will bc unable to

pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits

with banks, as wcll as trade and other receivables and availablc-for-salc financial
invcstments.

Adiusted for:

Depreciation

Non-Cash srants received

Contributed assets

Impairment

Gains and Losses on Disposal of Assets

Contribution to provisions

Contribution to impainnent allowance

Finance Income

Finance Cost

162,083,300 39,856,631Net surplus

Workins Capital Adiustments

( l87,2s l ) (2s,626)Increase in Inventory
(l17.114.780) (32.348.991\Increase in Receivables(exchange transactions)

2.191,s00lncrease in Receivables(non exchange transactions)

07.061.904)( 1,065)Increase in Deferred Income

00 4.084.67sIncrease in other account receivable

4,606,185 ( 16,53 1,378)Increase in Payables

2.422.321 329,000Increase in refundable deposits

00 00lncrease in Payments received in advance

r 9.500.09351,808,710Net Cash Flow from Operatinq Activities
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Managcmcnt asscsscs thc credit quality of cach customcr, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on intcrnal or
extemal assessmcnt in accordance with limits set by the directors. The amounts prescnted in
the statement of financial position are net of allowances for doubtful reccivables, estimated
by

Notes to the F'inancial Statcments (Continucd)
The company's management based on prior experience and their assessment of the current
economic environment.

The carrying amount of financial asscts recorded in the financial statements rcpresenting the

cntity's maximum exposurc to crcdit risk without taking account of the value of any collatcral
obtained is madc up as follows:

(NB: The totals column should tie to the individual element.s of credit risk disclosed in the

entity's statement offinancial position)

44. l-inancial Risk Managcment (Continucd)

(i) Crcdit risk (continucd)
The customcrs under the fully performing catcgory are paying their debts as thcy continuc
trading. lhe credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is

considered adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of crcdit risk on amounts due from student's debts.

The board of directors sets the company's credit policies and objectives and lays down
parameters within which the various aspects of credit risk management are operated.

Receivables from exchangc
transactions s0,61s,537

2.197.500
Receivables from non-exchange
transactions

Bank balanccs I1,048,153

63.861.190Total
At 30 June 2022
Receivables from exchange
transactions 167,730,317
Receivables from non-exchange
transactions 00

Bank balanccs 34,036,894

Total 201,767,211
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(ii) Liquidity risk managcmcnt
Ultimate responsibility for liquidity risk management rests with the entity's directors, who

havc built an appropriatc liquidity risk management framework for the management of the

entity's short, mcdium and long-term funding and liquidity management requirements. The

cntity managcs liquidity risk through continuous monitoring of lorccasts and actual cash

flows.
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Karumo Tcchnical Training Institute
Annual Report and Financial Statemcnts for the year cnded 30th Junc 2022

Notes to thc Financial Statements (Continucd)

Thc table below reprcscnts cash flows payable by the company under non-derivativc financial
liabilities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the tablc arc thc contractual undiscounted cash flows. Balanccs due within l2
months equal their carrying balanccs, as thc impact of discounting is not significant.

44. F'inancial Risk Managcmcnt (Continued)

(iii) Markct risk
The entity has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the dcsign and effectivencss of its intcrnal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will affect the entity's income or the value of its
holding of financial instrumcnts. The objective of market risk management is to manage and

control market risk exposurcs within acccptable parameters, while optimising the rcturn.
Overall rcsponsibility for managing market risk rests with thc Audit and Risk Managcmcnt
Committcc.

The entity's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies.

Thcre has becn no changc to thc entity's cxposurc to market risks or thc manncr in which it
managcs and mcasurcs the risk.

At 30 June 2021

s.452,022 5,452,022'frade Payables

Current Portion Of
Borrowings 00

Provisions 00

1 9,1 90 19,190Dcfcrred Income

limployce Ilcnefi t Oblieation 00 00

5,471,212Total 5,471,212

At 30 June 2022

r0,058,207Trade Payables 10,058,207

00
Currcnt Portion Of
Ilorrowings 00

00 00Provisions

Dcferred Income 1 8,1 25 18,125

00Employee Benefit Oblieation 00

10,076,332 10,076,332Total
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Karumo Tcchnical I'raining Institutc
Annual Rcport and Financial Statemcnts for thc ycar cndcd 30th June 2022

Notes to thc F-inancial Statements (Continucd)

a) F'orcign currcncy risk
Thc cntity has transactional currcncy cxposurcs. Such cxposurc ariscs through purchascs of
goods and scrviccs that are donc in currcncics other than thc local currency. lnvoiccs
dcnominatcd in foreign currencies are paid after 30 days from thc date of the invoicc and

conversion at the time of payment is done using the prevailing exchange rate. The carrying
amount of the entity's foreign currency denominated monetary assets and monetary liabilities
at the end of the reporting period are as follows:

'l'hc cntity managcs forcign cxchangc risk form future commcrcial transactions and

rccogniscd asscts and liabilitics by projccting lor expccted salcs procccds and matching thc

samc with cxpcctcd payments.

44. Financial Risk Management (Continued)

(iii) Markct risk (Continucd)

F culTcnc risk

a) Forcign currcncy sensitivity analysis

Thc following table dcmonstrates the effect on the company's statemcnt of comprchensivc

income on applying the scnsitivity for a reasonable possiblc change in thc cxchange ratc of
thc thrcc main transaction currencics, with all other variables held constant. 'l'hc rcvcrsc
would also occur if thc Kenya Shilling appreciatcd with all othcr variablcs hcld constant.

At30 Junc2022

Financial Asscts (Investments, Cash, Debtors)

I-iabilitics

I'radc and Othcr Payables

Borrowings

Nct Forcign Currency Asset/(Liability)

At 30th June 2022

Irinancial Assets (Invcstments, Cash, Debtors)

Liabilitics

Trade and Other Payables

Borrowings

Nct Iiorcign Currency Assct/(Liability)
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Notes to the F'inancial Statements (Continued)

b) Intcrcst ratc risk

lntercst ratc risk is the risk that the entity's financial condition may be adversely affected as a

rcsult of changes in intcrcst rate levcls. The company's interest rate risk arises from bank
deposits. This exposes the company to cash flow intcrcst ratc risk. The intercst ratc risk
exposurc arises mainly from intercst ratc movements on thc company's dcposits.

Management of interest rote risk
To manage the intcrest rate risk, management has cndcavourcd to bank with institutions that
offer favourable intcrest rates.

44 Financial Risk Management (Continued)

(iii) Markct risk (Continucd)

b) Intcrcst ratc risk(continucd)

Sensitivity analysis

'l'he cntity analyses its interest rate exposure on a dynamic basis by conducting
a scnsitivity analysis. This involves dctcnnining thc impact on profit or loss of
defincd ratc shifts. The sensitivity analysis for interest rate risk assumes that
all othcr variablcs, in particular foreign cxchange rates, remain constant. The
analysis has bcen perlbrrned on the same basis as the prior ycar.

20xx
Euro

Usd

20xx

[]uro

Usd
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Notcs to thc Financial Statcmcnts (Continued)

lV) Capital Risk Managemcnt
Thc objective of the cntity's capital risk management is to safeguard the cntity's ability to

continue as a going concern. The cntity capital structure comprises of the following funds

28. Related Party Balances

Nature of relatcd party rclationships

Entitics and other parties relatcd to the cntity include those partics who have ability to

exercise control or exercise significant influence over its operating and financial decisions.

Rclatcd partics include managcment pcrsonnel, thcir associates and close family members.

Govcrnmcnt of Kcnya

The Govcrnment of Kenya is the principal shareholder of thc entity, holding 100% of thc

entity's equity intcrest. Thc Govemment of Kcnya has providcd full guarantccs to all long-
tcrm lenders of thc entity, both domestic and external. Other relatcd parties include:

i) 'I'hc National Govcrnmcnt;
ii) The Parent Ministry;
iii) Key managcment;
iv) Board of Govemors
v) County Governments;

Rcvaluation Reserve

Retaincd Eamings

Capital l{escrvc

Total Funds

'fotal Ilorrowings

Lcss: Cash and Bank Balances

Nct Debt/(Excess Cash and Cash Equivalcnts)

Gcarinq
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Notcs to the l'inancial Statements (Continued)

'I'he transactions and balanccs with rclatcd parties during thc year are as

29. Segmentlnformation

(Where an organisation operates in difibrent geographical regions or in departments, IPSAS
18 on segmental reporting requires an entity to present segmental information of each
geographic region or department to enable users understand the entity's performance and
allocation oJ' res ourc es to ddJbrent s egments)

Transactions with Related Parties

a) Salcs to related parties

Sales ofelectricity to govt agencies

Rent income from goyt. agencies

Watcr salcs to sovt. agcncies

Others (specify)

'Iotal

B) Purchascs from rclated parties

Purchases ofelectricity from kplc

Purchase ofwatcr from govt service providers

Rent expcnscs paid to govt agcncies

'fraining and conference fees paid to govt. agencles

Others (specify)

Total

b) Grants /Transfers from the Government

Grants from National Govt 35. r 60,000 t7,422,500

Grants from County Government /nys 1,000,000 t7 ,061,904

00 00Donations in Kind

36.160.000 34.484.404Total

c) ExDenses incurred on behalfofrelated parties

Paymcnts of Salaries and Wages for xx Employees

Paymcnts for Goods and Services for
'Iotal

d) Kcy Managemcnt Compensation

Directors' emoluments/ IIOG Allowanccs 1,921,450 1,498,650

Compcnsation to Kcy Managemcnt

Total 1,921,450 1,498,650
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Contingent Assets

Insurancc Reimbursements

CasesAssets arising from determination of Court

Reimbursablc Indemnities and Guarantees

Othcrs (Specifv)

Total

Notcs to the l-inancial Statements (Continucd)

30. Contingent Assets and Contingent Liabilities
Contingcnt Assets

Contin gent Liabilities

There is a pending court case between Karumo TTI and a former employee George Mithika Karithi

who declined the job offer when we opened the institution back after covid l9 pandemic, and went to

court claiming that he was supposed to be paid for the period between May 2020 and September 2020

when we had closed due to the pandemic and his contract had ended in March 2020. There was a

presidential directive during the pandemic that the institutions could release the employees with half

pay or no pay depending on the institutions dynamics. Since our core mandate is to teach and train, all

the BOG trainers were released with half pay in April 2020 and no pay till September 2020. This is

because our main source of income is school fees, and we could not sustain payments of salaries

without school fees

31. CapitalCommitments

(NB: Capital commitments are commitments to be carried out in the nextfinancial year and

are disclosed in accordance with IPSAS 17. Capital commitments may be those that have

Continscnt Liabilitics
70,000 00Court Case Georgc Mthika against (I.he Entily\

0070,000Total

00 00Authorised for
00 00Authorised and Contracted for

000 000'I'otal

46



a
to I

a Karumo Technical Training Institute
Annual Report and Financial Statements for thc year cnded 30th June 2022

been authorised by the entity but at the end of the year had not been contracted or those

already contracted fo r and ongoing)

Notes to the !'inancial Statcments (Continued)
32. Deferred Tax Liability

Deferred tax is calculatcd on all temporary differenccs under the liability mcthod using

the enacted tax rate, currently 30%. The nct deferred tax liability at year end is attributablc to

the following itcms:

fin ordinary circumslances public sector enlities under IPSAS are not expected to pqy laxes.

Ilowever, in specific cases where this is applicable an organisatiort is supposed to seek guidance on

accountingfor income taxes from IAS I 2)

33. Events After The Reporting Period

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

34. Ultimate And Holding Entity

The entity is a State Corporation/ or a Semi- Autonomous Government Agency under

the Ministry of Education. Its ultimate parent is the Government of Kenya.

35. Currency
The financial statements are presented in Kenya Shillings (Kshs).

Accelerated Capital Allowances

Unrealised Exchange Gains/(Losses)

Revaluation Sumlus

Tax Losses carried forward

Provisions for Liabilities and

Net Deferred Tax Liabilitv/(Assct)

The movement on the deferred tax account is as follows

llalance at beginning of the year

Credit to revaluation reserye

Under provision in prior year

Income statement charge/(credit)

Balance at end ofthe year
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