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l. ACIIONYMS ANl, i)IiFINITION OF KEY TEIIMS

BOM

ICPAK

IPSAS

PFM

PSASB

VTC

Board of Management

lnstitute of Ceftifled Public Accountants of Kenya

International Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Vocational Training Centre
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2. KEY ENI'ITY INFOITMATION AND MANAGTlMENT

Makutano Vocational Training Centre is a reputable public TVET
institution located in Tharaka Nithi County near Shauri market.

(a) Background information
The Institution was incorporated/ established under the TVET Act
2013. The institution is under the County Deparlment for Education.

(b) Principal Activities
The principal activity/mission/ mandate of the entity

following courses:

o Information Communication Technology

. BuildingTechnology(Masonry)

. Hairdressing and Beauty Therapy

o Dressmaking And Tailoring

o Metalwork/Welding

is to offer the

(c) Key Management
the entity's day-to-day management is under the following key organs

(d) Fiduciary M:rnagement

The key management personnel who held office during the financial
year ended 30th June 2025 and who had direct fiduciary responsibility
were:

Sn. Nanre I'osition
I Tirnothy Gitonga Nkonge Manager
) Janc Karirri Chairperson
J Grace Gacoka Treasurer

4 Japhet Makernbo Mernber
4 Benson Gitonga Mernber

ll
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Sn.

Mana er

(e) Entity Headquarters

(0

Makutano Vocational Training Centre
P.O. Box 2897- 60200 MERU
Located near Shauri/Makutano market.
Next to URA-GATE Cultural Festival Ground
Entity Contacts

Telephone: (254) 7 I 34708 I 0

E-mail : makutanovtc@gmail.corn

(g) Entity Bankers

Co-operative Bank of Kenya
P.O Box Chuka
Chuka Branch

Trans- Nation Sacco
P.O Box Mukothirna
Mukothima Branch

(h) lndependent Auditors

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

Nanrc Designation
I Timothy Gitonga Nkonge
') Jane Karirni Chairperson

J Grace Gacoka Treasurer

llt
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(i) Principal Legal Adviser

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

The County Attorney
County Government of Tharaka Nithi
P.O. Box l0 - 60400
KATHWANA

lv
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3. THE I}OAIII) OF MANAGEMENT

Mcnrber/ Directnr Details

Tirnothy Gitonga

I.C.T Trainer/Manager

Jane Karirni

Chairperson.
Bachelor Degree.
Clerk at County Commissioner Office
(Kathwana)

,Grace Gacoka

Treasurer.
Mauthini Cornmunity Leader
(Mukothima Ward)

I

Benson Gitonga

Assistant Chief (Mauthini Sublocation)-
Mukothirna Ward

I
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4. KE,Y MANAGEMENT TEAI\.'I

Sn. Menrher/ Director l)cta ils

I

Timothy Gitonga

Manager Makutano Vocational
Training Centre

2 Jane Karinii

Chairperson Makutano B.O.M

J Benson Muthuri

Building Technology Instructor
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5. CHAI IIPEIISON STATEM E i',,17

o Information Cornmunication Technology

o BuildingTechnology(Masonry)
. Hairdressing and Beauty Therapy

. Dressmaking And Tailoring
o Metalwork/Welding

The following are the main challenges encountered at Makutano Vocational

Training Centre:

. Inadequate tools and equipment.

o Inadequate classrooms and workshops.
. Inadequate trainers.

. Lack of kitchen and dining hall.

. Lack of administration block.

KEY ACTIVITIES DURING THE YEAR

1. GOVERNANCE

Setting policy: ensuring that have sets the overall direction and policy together

with the board in the institution.

Ensuring compliance: Have been playing a role of ensuring the institution adheres

to relevant laws, regulations, and ethical standards.

Promoting good governance: Have been responsible for promoting ethical and

transparent decision- making and accountability within the institution.

2. STRATEGIC DIRECTION

Developing strategy: Have been helping the institution to develop the strategic

goals and plans to achieve its mission.

vlI

Nlakutano V'IC

Makutano Vocational Training Centre started in January 2024 and it offers the

following programmes:
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Overseeing Implementaticn: Monitors the progress of strategic initiatives and

ensures they align with the institution's goals.

Adapting to Change: adapting to change circumstances and emerging

opportunities within the institutions.

4. OVERSIGHT AND PERFORMANCE

Financial Management: Overseeing institution's financial performance, including

budgeting, investments and financial reporting.

Performance Review: Reviews the institution's performance against its goals and

the objectives, indentifuing areas for improvement.

Risk Management: Ensures the institution has effective risk management

practices in place to protect its assets and reputation.

Leadership and communication: serves as a leader, representing the institution

internally and extemally, comrnunicating its vision and values.

Stakeholder Engagement: Engages with stakeholders, including board members,

staff, donors, and the public, to build relationship and gather input.

Sign Se-"qe
Jane Karimi
Chairperson B.O.M
Date. 16tr'July2025

vlll
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6. REPOITT OF THE PITINCIPAL/MANAGER

Makutano Vocational Training Centre is a reputable public TVET institution

located in Tharaka Nithi County near Shauri rnarket, Uragate. The institution

started January 2024 and it is registered by TVET Authority.

PIIOGAMMES OFFEREI):

Makutano Vocational Training Centrc of'fbrs the fbllowing prograr.nmes:

l. Information Cornmunication Technology

2. Building Technology(Masonry)

3. Hairdressing and Beauty Therapy

4. Dressmaking And Tailoring

5. Metal work/Welding

Academic Process

During the 202412025 there was a good performance from our trainees in academic

area. The good performance was enhanced by the assistance from -County

govemment of Tharaka Nithi.

The accomplishment reflects the dedication of the Manager, instructors and trainees'

hard work.

Activities

Throughout the year, Makutano VTC engaged in several activities including:

Training Delivery: Purchase of tools and equiprnents and learning materials.

Community Outreach: Participated in local barazas and sensitization forums to

discourage drug and abuse and promote technical training.

lx
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Capacity bu:!Cing: Staf f training sponsored for short courses in pedagogy based

ACHIEVEMENTS DURING THE FY 2024125

1. Registration and accreditation by TVTET authority.

2. Increment in enrolment through mobilization

3. Installation of electricity

4. Installation of water through partnership with NGO - Compassion

5. Purchase of tools and equipment for all departments

6. Purchase of leaming materials for all departments

The following are the main challenges encountered at Makutano Vocational

Training Centre:

. Inadequate tools and equipment.

. Inadequate classrooms and workshops.

o Inadequate trainers.

. Lack of kitchen and dining hall.

. Lack of adrninistration block

. Lack of water connection in the institution.

c/,
Sign..
Timothy Gitonga Nkonge
Manager

\

courses.
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7. STATE,MENT OF PEII.FOIIMANCE AGAINST PREDETERMINET)
OBJECTIVES

Makutano Vocational Training Centre has two strategic pillars/issues/themes and

objectives within current strategic plan for the FY 2024125-FY 2025126.

These strategic pillars are as follows:

Pillar/ therne/issue l: Infrastructure and resource optirnization
Pillar/ therne/ issue 2: Quality of Training and Leaming

Makutano Vocational Training Centre develops its annual work plans based on the

above two pillars. Assessment of the Board's performance against its annual work
plan is done on a quarlerly basis. The Makutano Vocational Training Centre chieved

its perforrnance targets set for the FY 2024125 period for its two strategic pillars, as

indicated in the diagram below:

Strategic
Pillar

Objective Key
Performance
Indicators

Activities Achicvemcnts

Infrastructure

and resource

optimization

Provide secure,

modern and

good equipped

training
facilities

ICT
incorporation

in delivery
and training

Embracing

flexible and

blended

Learning

ICT equipment

upgraded

Quality of
training and

Learning

To ensure high

standards in

occupational

standards (OS)

delivery,
Learning plans

and Session

plans

Use of
Technology

and updated

training
materials.

Conduct

formative

and

surnmative

assessment

to leamers

Trainee pass

rate increased

from 75

percent to 82

percent

\l
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8. CORPORATEGOVERNANCESTATE}4ENT
Makutano Vocational Training Centre is a new institution and it was headed by fbur

executive board rnembers during financial year 2024125. We held five board

meetings at Makutano Vocational Training Centre.

l. Existence of a Board Charter.
Makutano Vocational Training Centre operates under a comprehensive Board

Charter that outlines the mandate, structure, roles and responsibilities of the Board.

The charter serves as a guide to document that ensures clarity in governance and

promotes effectives decisions-making. It is reviewed periodically to align with
evolving govemance requirements and institutional needs.

2. Appointment and Removal of Board Members
The appointrnent and rernoval of Board members follow a structured and transparent
process anchored in our institutional constitution and relevant regulations.
Appointrnents are based on rnerit, experience and alignrnent with the strategic goals

of the Centre. Members rnay be removed through a fonnal process in cases of
misconduct, non - perforrnance, or conflict of interest, subject to due process and

governance protocols.

3. Succession Planning
Makutano Vocational Training Centre has in place a formal succession plan to
ensure continuity in leadership. The plan identifies critical roles and potential
successors, and incorporates mentoring and professional development. It also

provides for emergency succession in the event ofsudden or unexpected vacancies.

4. Roles and Functions of the Board.
The board provides strategic direction, ensures financial sustainability, oversees risk
managernent and evaluates the performance of the Centre's leadership. It is

responsible for policy fbrmulation, monitoring institutional performance and

ensuring compliance with legal and ethical standards.

5. Board Meeting and Attendance
In the FY 2024-25, the board convened four ordinary rneetings. Board members are

required to attend a minimum of 7}Yo of rneetings annually. Attendance records are

rnaintained and the average attendance rate in fy 2024-25 was 95o/o indicating a high
level of cornmitment.

xll
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6. Conflict of Interest
All board urembers are required to disclose any real or perceived conflicts of interest
at the beginning of each rneeting. Makutano Vocational Training Centre has a
conflict of interest policy that guides how such rnatters are managed to protect the
integrity of board decisions. Members abstain from discussions or decisions where
conflicts exist.

7. Induction and Training
New Board members undergo a structured induction program to farniliarize them
with the Centre's operations, governance frarnework and their responsibilities.

9. Board Remuneration.
Board mernbers receive a modest sitting allowance and reimbursement for expenses
incurred during official duties. Remuneration is reviewed periodically to ensure
faimess and alignrnent with the Centre's financial position and public service
guidelines.

10. Ethics and Conduct
The board subscribes to a strict code of Ethics that promotes professionalism,
accountability and integrity. Members are expected to uphold the highest ethical
standards in all dealings, both within and outside the institution.

I l. Governance Audit
Makutano Vocational Training Centre undergoes an independent governance audit
every two years to assess compliance with governance principles, identify gaps and
recommend improvernents. The most recent audit, conducted in 2023, confirmed
cornpliance with governance best practices and highlighted areas for enhancement,
which are currently being implemented.

This corporate governance statements reflects our dedication to ethical leadership
and accountability, fostering an environment that support excellence in Makutano
Vocational Training Centre growth.

xl ll

8. Board and Member Performance.
Makutano Vocational Training Centre conducts annual evaluations of the Board's
collective performance as well as individual member contributions. These
assessments inforrn improvement strategies and personal developrnent plans,
ensuring the Board remains dynarnic and results - driven.
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9. MANAGEMBNT DISC]I.JSS!ON AND ANALYSIS

Makutano Vocational Training Centre the school has strengthened its commitrnent

to empowering youth and adults with practical ernployable skills. Some of the key

activities are;

) Expansion of our vocational training course e.g. digital literacy and modern

agricultural techniques.

) Successful implementation of the community outreach programs targeting

marginalised youth, wornen and person with disabilities.

F Establishment of partnership with local industries.

Achievements
We celebrate notable achievement like graduation of 200 trainees with over

7\o/oeither gainful ernployed/ self- ernployed. Recognition by the County Vocational

Training Authority as one of the most improved centre. Acquisition of new training

equipment and tools through donation and government support greatly improving

our training quality.

Challenges
F Despite our successes, we continue to face several challenges that require

attention.

F Limited funding and resource especially to expand infrastructures.

F Shortage of qualified trainers in some specialised areas, leading to increased

work load for existing staff.
) Social economic barriers that prevent some potential learners.

Future Outlook
Looking ahead we remain optimistic and forced on building a strengthen institution

by seeking partnership with private sector stakeholders and NGO's, introducing new

rnarket for relevant courses and upgrading facilities and digital infrastructure.

xlV
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IO. ENVIII.ONMENTAL AT',iD SUSTAINABILITY REPORTING
STATEMBNT

At Makutano VTC, we recognize our responsibility to operate in an environmentally

and socially responsible nlanner. Our Environrnental and Sustainability Reporting

Statement outlines our commitment to reducing our environmental footprint,

enhancing resource efficiency, and fostering sustainable practices across all areas of
our business operations.

We publish annual sustainability reports that provide stakeholders with a

comprehensive overview of our progress, goals, and challenges. These reports are

independently reviewed where applicable and include measurable targets and

performance metrics.

Contin uous Im provement
Sustainability is a journey. We engage with employees, customers, suppliers, and

community partners to improve our environrnental practices continuously. We

invest in research, innovation, and training to ensure our operations contribute

positively to a sustainable future.

Employee welfare
The VTC policy on employee welfare is guided by the Project manual as outlined

by the Directorate of Occupational Safety and Health Services (DOSHS). Through

DOSHS the CCU carried out a risk assessrnent and all contractors are required to

obtain a workplace registration certificate in addition to insurance cover for the

workers.

Commitment to Sustainability
We are comrnitted to integrating sustainability into our core business strategy and

decision-making processes. This commitrnent reflects our belief that long-term

success depends on the health and stability of our environment, our communities,

and our economy.
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Community Engagemcnts

The VTC has ensured that stakeholder engagements are appropriate, effective,

meaningful and meet the expected objectives. Cornrnunity engagement activities are

preceded by an analysis of the proposed project, its context, and potential impacts,

who the relevant stakeholders are, and followed by genuine consideration of
stakeholders' views and concerns in decisions related to project planning design, and

implernentation. Stakeholder consultation was inrplernented through a systernatic

approach, and the process should started as early as possible in the project cycle. The

tirning of consultation events and how they were coordinated with various project

milestones were carefully rnapped out, so delays or inadequate consultation do not

tum into bottlenecks

xvl
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I I. IIEPOITT'OF TI{E I}OAITD OF MANA(;EMENT

The Board members submit their report together with the audited frnancial

statements for the year ended June 30, 2025, which show the state of the Makutano

VTC affairs.

Principal activities

The principal activities of the entity is training technical skills

Results

The results ofthe entity for the year ended June 30 2025 are set out on pages I - 5

Board of M:rnagenrent

The members of the Board who served during the year are shown on page V. During
the year 2024125 no director retired/ resigned.

Auditors

The Auditor General is responsible for the statutory audit of the Makutano VTC in
accordance with Article 229 of the Constitution of Kenya and the Public Audit Act
2015.

By Order of the Board

ct,
Secretary ofthe Board

Date: 12tr'August 2025

xvlI
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I2. STATEMENT OF BOAIID OF MANAGEMENT RESPONSII}ILITIES

Section 164 of the Public Finance Management Act,2012 and require the Board of
Management to prepare financial statements in respect of that County entity, which

give a true and fair view of the state of affairs of the Makutano VTC at the end of
the financial year and the operating results of the VTC for that year. The Board of
Management are also required to ensure that the entity keeps proper accounting

records which disclose with reasonable accuracy the financial position of the VTC.

The Board of Managernent are also responsible for safeguarding the assets of the

Makutano VTC.

The Board of Management accept responsibility for the Makutano VTC financial

statements, which have been prepared using appropriate accounting policies

supported by reasonable and prudent judgernents and estimates, in conformity with
Intemational Public Sector Accounting Standards (IPSAS), and in the manner

required by the PFM Act, 2012.The Board of Management are of the opinion that the

Makutano VTC flnancial statements give a true and fair view of the state of VTC
transactions during the financialyear ended June 30, 2025,and of the VTC financial

position as at that date. The Board of Managernent further confinn the completeness

of the accounting records maintained for the Makutano VTC, which have been relied

upon in the preparation of the Makutano VTC financial statements as well as the

adequacy of the systerns of intemal financial control.

xvl

The Board of Managernent are responsible for the preparation and presentation of the

Makutano VTC financial statements, which give a true and fair view of the state of
affairs of the VTC for and as at the end of the financial year ended on June 30,2025.

This responsibility includes: (i) maintaining adequate financial management

arrangentents and ensuring that these continue to be effective throughout the

reporling period, (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any tirne the financial position of the entity, (iii) designing,

irnplernenting and rnaintaining internal controls relevant to the preparation and fair
presentation of the financial staternents, and ensuring that they are free from material

misstaternents, whether due to error or fraud, (iv) safeguarding the assets of the

entity, (v) selecting and applying appropriate accounting policies, and (vi) making

accounting estimates that are reasonable in the circumstances.
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In preparing the financial statements, the Principal/Manager has assessed Makutano

VTC ability to continue as a going Nothing has corne to the attention of the Board of
Management to indicate that the VTC will not remain a going concern for at least the

next twelve months frorn the date of this statement.

Approval of the financial statcmcnts

Makutano VTC financial statements were approved by the Board on l2tl' Auqust
2025 and signed on its behalf by:

Jane Karimi
Chairperson

Tirnothy Nkonge
Principal /Manager

xtx
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REPORT OF THE AUDITOR-GENERAL ON MAKUTANO VOCATIONAL TRAINING
CENTRE FOR THE YEAR ENDED 30 JUNE, 2025

PREAMBLE

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

A. Report on 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 LaMulness and Effectiveness in the 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 the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on LaMulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

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 Makutano Vocational Training
Centre set out on pages 1 to 33, which comprise of the statement of financial position as
at 30 June, 2025, statement of financial performance, statement of changes in net assets,

Report of the Auditor-General on Makutano Vocationol Training Cente for the year ended 30 June, 2025



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 effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Makutano Vocational Training Centre at 30 June, 2025
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
Managemenl Acl,2012

Basis for Qualified Opinion

Unsupported Student Revenue

The statement of financial performance reflects fees from students' revenue amount of
Kshs.207,380 as disclosed in Note 8 to the financial statements. However, the supporting
documents including invoices, receipts and student listing that the management was
using was not provided for audit review hence the fees revenue collected by the
management could not be confirmed.

ln the circumstances the accuracy and completeness of fees from students' revenue
amount of Kshs.207,380 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Makutano Vocational Training Centre
Management in accordance with ISSAI 130 on the 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.

Emphasis of Mafter

Budgetary Control and Performance

The statement of budgeted versus actual amounts reflects final receipts budget and
actual on a comparable basis of Kshs.850,000 and Kshs.607,380 respectively, resulting
to an under-funding of Kshs.242,620 or 29 o/o Of the budget. However, the lnstitution
spent a balance of Kshs.638,699 against actual receipts of Kshs.607,380 resulting to an
over-utilization of Kshs.(31,319) or 6 o/o ol actual receipts.

The under-funding affected the planned activities and may have impacted negatively on
service delivery to the students.

Report of the Auditor-General on Makutano Vocational Training Centre for the year ended 30 June, 2025
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My opinion is not modified in respect of this matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effects of the matter
described in the Basis for Qualified Opinion, I have determined that there are no other
key audit matters to communicate in my report.

Other lnformation

The Board is responsible for the Other lnformatron set out on page i to xx which comprise
of Key Entity lnformation and Management, The Board of Management, Key
Management Team, Chairman's Statement, Report of the Principal/Manager, Corporate
Governance Statement, Management Discussion and Analysis, Environmental and
Sustainability Reporting Statement, Report of the Board of Management, Statement of
Board of Management Responsibilities, Statement of Performance Against
Predetermined Objectives. The Other lnformation does not include the financial
statements and my audit report thereon.

ln connection with my audit on the Centre's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
LaMulness and Effectiveness in the 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 lavufully and in an effective way.

Basis for Conclusion

1. Unlicensed Trainers

Review of the documents provided for audit revealed that Makutano WC had Four (4)
trainers for the various courses being undertaken at the institution out of which Three (3)
trainers had not been licenced by the ryETA Board to train students as required by law.

Report of the Auditor-General on Makutano Vocational Training Centre for the year ended 30 June, 2025
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ln the circumstances, the lnstitution was in breach of the law

2. Non-Compliance with the Public Procurement Capacity Building Levy Order,
2023

Review of records revealed that the Centre did not comply with the provisions of
paragraph 3(1) of the Public Procurement Capacity Building Levy, Order 2023 which
states that there shall be paid a levy by a supplier on all procurement contracts signed
between the supplier and a procuring entity, at the rate of zero point zero three per centum
(0.03%) of the value of the signed contract, exclusive of applicable taxes. ln addition,
Public Procurement Regulatory Authority (PPRA) circular No.0112024 dated 30 August,
2024 which requires procurement entities to remit the levy to the Authority through the e-
Citizen payment platform by the 20th day of the subsequent month and also file monthly
returns.

ln the circumstances, Management was in breach of law.

3. Lack of Procurement Plan

The statement of financial performance reflects an amount of Kshs.607,380 and
Kshs.638,699 in respect of total receipts and payments respectively. However, during the
year Management did not prepare an annual procurement plan as part of the annual
budget preparation process. This was contrary to Regulation 40 of the Public
Procurement and Asset Disposal Regulations, 2020 which states that'a procuring entity
prepare a procurement plan for each financial year as part of the annual budget
preparation process'.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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.

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
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, risk management and governance were not effective.

Report of the Auditor-General on Makutano Vocational Training Centre for the year ended 30 June, 2025
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Basis for Conclusion

1. Lack of lnternal Audit

Audit review of the institution charter and human resource documents provided for audit
revealed that the Management had not established an internal audit department to carry
out internal audit functions contrary to Section 73(1)(a) of the Public Finance
Managemenl4c| 2012.

ln the circumstances, Management may not get assurance on existence and
effectiveness of internal control systems in the Centre.

2. lrregular composition of Board and Failure to Conduct Board meetings

During the year under review, the lnstitution had constituted a board of four members
contrary to Section 8(1) of the WET Act 2013 which states that the Board of Governors
of a public institution shall consist of not less than seven and not more than nine members
appointed by the Cabinet Secretary. Further the board did not have any sittings during
the period under review, contrary to Section 1 1 (1) which states that a Board of Governors
shall meet at least once every four months.

ln the circumstances, the Centre may not benefit from the effective oversight role of the
Board.

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 controls, 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 the Management and Board of Management

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 governance.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the

Report of the Auditor-General on Makutano Vocational Training Centre for the year ended 30 June, 2025
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activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,2015. 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 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment 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, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://uaryw.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This descri ption forms part of my auditor's report

FCPA CBS
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14. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEARENDED 30th JUNE 2025

FY 2024/2025

Revenue from non-exchange transactions

om the County GovernmentTransfers fr
6 400,000

Total Revenue from non-exchange transactions
400,000

om Exchange transactionsRevenue fr

Fees from students
7 207,390

om Exchange transactionsRevenue fr

Total Revenue
607,380

Ex enses

Use ofgoods and services
8 39g,ggg

Employee costs
9 239,700

Total Expenses
63g,6gg

et surplus/(deficit) for the yearN
(31,319)

Kshs
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Makutano Vocational Training Centre Financial Statements were approved on l2th
August 2025 and signed by:

Jane Karirni
Chairman

'/rrJ '
Timothy Nkonge

Manager
CPA Judith Muthoni
Chief Accountant
ICPAK No.21856
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Description
Notcs FY 202412025

Kshs
Assets
Current Asscts

Cash and cash equivalents t0 4,680

Total Current Assets 4,680
Non-Current Assets

Total Non-Current Assets

Total Asscts (A) 4,680

Net Assets (A-B) 4,680

Rcprcscnted lly:

Accumulated Surplus/Defi cit 4.680
Capital Fund

Tot:rl Net Assets
4,680

I5. STATEMENT OF FIN,.\NCIAL POSITIONAS AT 3OIhJUNE 2025

Makutano VocationalTraining Centre Financial Statements were approved on l2th
Auqust 2025 and signed by:

S&-.fr (*t Grl*,at-
Jane Karimi
Chairperson

Tirnothy Nkonge
Manager

CPA Judith Muthoni
Chief Accountant
ICPAK No.21856

-)
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16. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR
ENDED 30 JUNE 2025

Description
Accumulated

Surplus
Capital

Grants/Fund
Total

At July 1,2024

Revaluation gain

Surplus/(deficit) for the year

Capital grants received during the

year

At June 30,2025

At July 1,2024 35,999 35,999

Surplus/(deficit) fbr the year (31,319) (31,319)

Capital grants received during the

year
0

At June 30, 2025 4,680 0

.+

4,680
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17. STATEMET\iT OF CASII FLOWS FOR THE YEAR ENDED 30 JUNE
2025

I)cscription
FY 202412025

Notc Kshs

Rcccipts

Transfers from County Government
6

400.000

Fees from students

7

207,380

Total Receipts
607,380

Payments

Use of goods and services
8

398,999

E,rnployee costs
9

239.700

Total Parvments
638,699

Net Cash Florvs fronr operating activities (31,319)

Cash flolvs from investing activities

Net cash florvs used in investing activitics
0

Cash florvs fronr financing activitics

Net c:rsh florvs used in financing activities
0

Net Increase/(Dccrease) in Cash and Cash
equivalents (3 r ,31 9)

5

Cash florvs from operating activities
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Cash & Cash equivalents at the beginning ( l't July
2024)

l0
35.999

r0

6

Cash & Cash equivalents at the end. (30tr'June 2025)
4,680
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IS.STATEMENT OF COMPARISON OF BUDGET&ACTUAL AMOUNTSFORYEAR ENDED 30 JUNE
2025

Description
Original
budget

Adjustme
nts

Final
Budget

Actual on
compara
blc basis

Performa
nce

difference

Utilizatio
n

Differenc
e

Kshs Kshs Kshs
Kshs

Kshs i//o

A I} g-d+B I) E=C-D F=DlC"l,

lle ccipts

Transfers from County Govemment
500,000 100.000 600.000 400.000 200.000 67%

Fees from students 300.000 (50,000) 250.000 207,380 42.620

Total Receipts 800,000 50.000 850.000 607,380 242,620 71%

Pnvnrcnts

Use of goods and services
300.000 100.000 400.000 398,999 r .001 100%

Employee costs 200.000 100.000 300.000 239,700 60,300 80%

Expenditure 500,000 638,699

Capital Expenditure payments
300,000

7

83%
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Total Expenditure
800.000

Su rplus 0

ti
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I9. NOTES TO THII FINANCIAL STATEMENTS

l. General Information
Makutano VTC entity is established by and derives its authority and

accountability The entity is ',vholly owned by thc County Govemment of
Tharaka Nithi

2. Statemcnt of Compliance and Basis of Preparation

The financial statements have becn prepared on a historical cost basis except

fbr the measurement at rc-valued amounts ol'ccrtain items of property, plant

and equipment, marketable securities and flnancial instruments at fair value,

impaircd assets at their estimated recoverable amounts and actuarially

determined liabilities at their present value. The preparation of financial

statements in confonnity with Intemational Public Sector Accounting
Standards (IPSAS) allows the use ol estimates and assumptions. It also

requires management to exercise judgement in thc process of applying the

institution accounting policies.The areas involving a higher degree of
judgement or complexity, or rvherc assumptions and estimates are

significant to the financial statements.The llnancial statements have been

prepared and presented in Kenya Shillings, which is the functional and

reporting currency of the VTC. The values are rounded ofI to the nearest

shilling.The flnancial statements have been prepared in accordance with the

PFM Act, the TVET Act and Intemational Public Sector Accounting

Standards (IPSAS). The accounting policics adopted have been consistently

applied to all the years presented.

3. Atlo;l(iolr ol'Ncu anrl llcviscd Stantlartls

i. New and amended standards and interpretations in issue and
effective in the year ended 30 June 2025.

-l'herc 
are no ncw standards and intcrprctations issued in thc Financial Year.

9
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Stantlard E fl'ectivc datc anrl irnpact:

IPSAS 43

Leascs

Applicable I't January 2025

The standard sets out the principles fbr the recognition,,

nleasurcment, presentation,, and disclosure ol leases. The

oblective is to ensure that lessees and lessors provide relevant

infbrmation in a manner that faithfully represents those

transactions. 'fhis information gives a basis for users of
financial statements to assess the eff-ect that leases have on the

flnancia[ position, llnancial perfbrmance and cash f'lows of an

Entity.

The nerv standard rcquires entities to rccognise, measure and

present information on right of use assets and lease liabilities.

IPSAS 44:

Non- Current

Asscts Held for
Sale and

Discontinued

Operations

Applicuhle I't Jttrtuurlt 2025

l'he Standard requires,

Assets that mcct the criteria to bc classitled as held for sale to

bc mcasured at thc lower of carrying amount and f air value less

costs to sell and the deprcciation ofsuch asscts to cease and:

Assets that mect thc critcria to be classified as held fbr sale to

fbc prescnted scparatcly in the statement of financial position

and the results ofdiscontinued opcrations to be prcscnted

scparatcly in the statcment of financial perfbrmance.

IPSAS 45:

Propcrty Plant

and

Equipment

Applicoble I't Jonuary 2025
'lhe standard superscdes IPSAS 17 on Prope(y, Plant and

Equipment. IPSAS 45 has additional guidance/ new guidance

Ibr heritage assets, inliastructure assets and measurement.

IJcritage assets werc previously excluded from the scope of
IPSAS l7 in II'SAS 45, heritage assets that satisfy the defrnition

of PPE shall bc recognised as assets if they meet the criteria in

lt. Nerv and amended standartls and interpretations in issue but not yct

effective in the year ended 30 June 2025.

l0
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Standard Effective date and inrpact:

thc standard. II'SAS 45 has an additional application guidance

lbr inliastructurc asscts, implemcntation guidance and

illustrativc examplcs. Thc standard has clarilled existing
principles e.g. valuation ol'land over or under the inliastructure

assets, under- rnaintcnancc of assets and distinguishing

significant parts of infiastructure assets.

IPSAS 46:

Measurement

Applicable I't January 2025
'l'he objective of this standard was to improve measurement

guidance across IPSAS by:

i.Providing lurther detailed guidance on the

implementation of commonly used measurement

bases and the circumstances under which they should

be used.

ii.Clarifying transaction costs guidance to enhance

consistency across IPSAS.

iii.Amending where appropriate guidance across IPSAS

related to measurement at recognition, subsequent

measurement, and measurement related disclosures.

[he standard also introduces a public sector specific

fineasurement bases called the current operational value.

IPSAS 47

Revcnue

Applicable I't January 2025

This standard supersedes IPSAS 9- Revenue fiom exchange

transactions, IPSAS l1 Construction contracts and IPSAS 23

Revenue fiom non- exchange transactions. This standard brings

all the guidancc ofaccounting for revenue under one standard.

The objcctivc ol'thc standard is to establish the principles that

an entity shall apply to report usetul infbrmation to users of
llnancial statcmcnts about the nature, amount, timing and

uncertainty ofrevenue and cash llow arising fiom revenue

[transact ions.

lt
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Standard Effective date and impact:

IPSAS 48
'lranslbr

Expenscs

Applicohle I't Jotruury 2026

1'he objective olthc standard is to establish the principles that a

transf'er providcr shalt apply to report useful infbrmation to

users ol'Ilnancial statements about the nature, amount, tirning
and unccftainty ofexpenses and cash flow arising liom transfer

cxpensc transactions. This is a nclv standard lbr public sector

entities geared to provide guidance to entities that provide

transfbrs on accounting fbr such transfers.

IPSAS 49:

Retircment

Benefit Plans

Applicable I't January 2026

1'he objcctivc is to prescribc thc accounting and reporting

requirenrents lbr thc public sector retirement benelit plans

rvhich providc retircment to public sector employecs and other

cligiblc participants. The standard sets the llnanciaI statements

that should bc presented by a retirement benelit plan.

iii. Early adoption of standards

Makutano VTC did not early-adopt any new or amended standards in year

2024125.
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a) Revenue recognition

i) Revenue frorn non-exchange transactions

Transfers from other government entities

Revenues tiom non-exchangc transactions rvith other government entities are

measured at fair value and rccognized on obtaining control of the assct (cash,

goods, services and property) if thc transf-er is free fiom conditions and it is

probable that the economic bcnefits or service potential related to the asset will
flow to the entity and can be measured reliably. l'o the extent that there is a related

condition attached that rvould give rise to a liability to repay the amount, thc

amount is recordcd in the statement of financial position and realised in the

statement of financial performance over the uselul lif'e of the assets that has been

acquired using such funds.

ii) Revenue from exchange transactions

Rendering of services

The entity recognizcs rcvenue liom rcndering olserviccs by rcl'erencc to the stage

of completion rvhcn thc outcome of the transaction can be estimated reliably. The

stage of completion is mcasurcd by rcfercnce to labour hours incurred to date as

a percentagc of total estimatcd labour hours. Where thc contract outcome cannot

be mcasurcd reliably, rcvenuc is recognized only to thc extent that the cxpenses

incurred arc recoverable.

Sale ofgoods
Revenue from thc salc of goods is recognized whcn the signilicant risks and

rewards of ownership have been transferred to the buyer, usually on delivery of
the goods and when the amount of revenue can be measured reliably, and it is

ll

4. Summary of Significant Accounting Policies
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I)robablc that the economic hcnellts or servicc potential associated with the

transactiorr rvill llolv to thc entity.

Interest income

Intercst incorrrc is accrucd using the ell'ective yield method. I'he efl'ective yield
discounts cstimated luturc cash receipts through thc cxpccted lil'c of thc financial

asset to that assct's nct carrying amount. Thc rnethod applies this yield to the

principal outstanding to determine intercst income each period.

Rental income

Rcntal income arising liom opcrating lcascs on invcstment properties is
accountcd lbr on a straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budgct {br FY 202412025 was approved by the Board 2l't June2024.

Subsequcnt revisions or additional appropriations were made to the approved

budget in accordance rvith specific approvals from the appropriate authorities.

The additional appropriations are added to the original budget by the entity upon

receiving thc respective approvals to conclude the final budget. Accordingly, the

entity recorded additional appropriations of Kshs.800,000 on thc FY 202412025

budget lbllowing the Board's approval. '[he entity's budget is prepared on a

different basis to the actual income and expenditure disclosed in the financial

statemcnts. 'fhe flnancial statements are prepared on accrual basis using a

classillcation based on the nature of expenses in the statement of frnancial

perfcrrrnance, rvhereas the budgct is prepared on cash basis. 'fhe amounts in the

llnancial statements were rccast tiom the accrual basis to the cash basis and

rcclassified by presentation to bc on the same basis as thc approved budget. A
comparison of budget and actual amounts, prepared on a comparable basis to the

approved budget, is thcn presented in the statement of comparison of budget and

actual anrounts. In addition to thc Basis difl'ererrce, adjustments to amounts in the

financial statements are also made lbr dif lerences in the formats and classification

schemcs adopted for the presentation ol'the financial statements and the approved

budget

l4
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c) Taxes

Current income tu-t
'l'hc cntity is exempt liom paying taxcs

Sales ts.il Value Added Tsx

Expenses and assets are recognized net ol the amount ofsales tax, except:

recoverable from the taxation authority, in which case, the sales tax is

recognized as part of the cost of acquisition of the asset or as part of the

expense item, as applicable.

included.

The net amount of sales tax recoverable from, or payable to, the taxation authorify

is included as part of receivables or payables in the statement of financial position.

d) Investment property
Investment propcrties are mcasured initially at cost, including transaction costs.

The carrying amount includes thc replacement cost of components of an existing

investment property at the time that cost is incurred ilthe recognition criteria are

met and excludes the costs of day-to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at

its fair value at the date of acquisition. Investment properties are derecognized

eithcr lvhen they have been disposed of or rvhen the investment property is

permanently withdrawn lrom use and no future economic benefit or service

potential is expectcd liom its disposal. The diffcrence between the net disposal

proceeds and the carrying amount of the assct is recognized in the surplus or

deficit in the period of de-recognition. Transf'ers are made to or from investment

property only when there is a change in use.

l5
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e) Property, plant and equipment

All property, plant and cquipment are stated at cost less accumulated depreciation

and impainncnt losses. Cost includcs expenditurc that is dircctly attributable to

thc acquisition or construction of the item of propcrty appropriately according to

thc acronyms you use in your financial statementsplant and equipment. When

significant pafls olproperty, plant and equipmcnt are required to be replaced at

intervals, thc crrtity recognizcs such parts as individual assets rvith specific useful

livcs and depreciates them accordingly. Likervise, when a major inspection is

pcrfbrmed, its cost is rccognized in the carrying amount of the plant and

equipment as a replacement if the recognition criteria are satisfied. All other

repair and maintenance costs are recognized in surplus, or defrcit as incurred.

Where an asset is acquired in a non-exchangc transaction fbr nil or nominal

consideration the asset is initially measured at its fair value.

0 Leases

Irinance leases are leases that transler substantially the entirc risks and benefrts

incidental to orvnership ol the leascd item to the Entity. Assets held under a

finance lease are capitalizcd at the commencement ol the lease at the fair value of
the leased property or, illower, at the present value of the futurc minimum lease

payments. 'l'he Entity also recognizes the associatcd lease liability at the inception

of the lease. The liability recognized is measured as the present value of the future

minimum lease payments at initial recognition. Subscquent to initial recognition,

lease paymcnts are apportioned betrveen finance charges and reduction of the

lcase liability to achieve a constant rate of interest on the remaining balance of
the liability. Finance charges are recognized as finance costs in surplus or deficit.
An asset held under a finance lease is depreciated ovcr the usel'ul life of the asset.

Ilowever, if there is no reasonable certainty that the Entity willobtain ownership

ol'the asset by the end of the lease term, the asset is dcpreciated over the shorter

o1'the estimated useful lif'e of the assct and the lcase term. Operating leases are

lcases that do not transf'er substantially all the risks and bcnefits incidental to

ownership of the leased item to the Entity. Opcrating lease payments are

recognized as an operating expense in surplus or dellcit on a straight-line basis

over the lease term.

l6
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g) Intangible assets

Intangible assets acquircd scparately arc initially rccognized at cost. The cost of
intangible assets acquired in a non-exchange transaction is their l-air value at the

datc of the cxchange. Follolving initiaI recognition, intangible assets are carried

at cost less any accumulated amortization and accumulated impairment losses.

Intcrnally gcnerated intangible assets, cxcluding capitalized dcvelopment costs,

are not capitalized and expenditure is rellected in surplus or deflcit in the period

in which the expenditure is incurred. The uselul lil-e of the intangible assets is

asscssed as either finite or indefinite. Intangible assets with an indefinite useful

life are assessed fbr impairment at each reporting date.

h) Biological Assets

The entity recognizes biological assets rvhen it controls the assets due to past events, it is
probable that future economic benefits associated with the asset will flow to the entity, and

when the fair value or cost of the asset can be measured rcliably. Biological assets are initially
and subsequently measured at l'air value less costs to sell, except where fair value cannot be

reliably deterrnined. In such cases, the asset is measured at its cost less accumulated

depreciation and any accumulated impairment losses. Changes in fair value less costs to sell

are recognized in surplus/deficit in the period in rvhich they occur. During the Fy 2024125,

Makutano VTC did not have any biological assets.

i) Research and development costs

The Entity expenses research costs as incurred. Development costs on

individual project are recognized as intangible assets when the Entity

demonstrate:

be available for use or sale.

potential

an

can
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Follorving irritial rccognition ol' an asset, thc asset is carried at cost less any

accumulated anlortization and accumulated impainncnt losses. Amortization o1'

thc asset begins rvhcn development is complete, and the asset is available for use.

It is amortized over the pcriod of expected future benelit. During the period of
development, the asset is tested fbr impairment annually with any impairment

losses recognized immediately in surplus or de ficit.

j) Financialinstruments

IPSAS 4l addresses the classification, measurement and de-recognition of
financial assets and flnancial liabilities, introduces new rules fbr hedge

accounting and a new impairment model for financial assets. A llnancial

instrument is any contract that gives rise to a flnancial asset of one entity and a

financial liability or equity instrument of another entity. At initial recognition, the

entity measures a financial asset or financial liability at its fair value plus or

minus, in the case of a linancial asset or financial liability not at fair value through

surplus or dcficit, transaction costs that are directly attributable to the acquisition

or issue of the linancial asset or flnancial liability.

Finunciul ussets

ClussiJication

The cntity classifics its llnancial assets as subsequently measured at amortised

cost, fair value through net assets/ equity or fair value through surplus and dellcit

on thc basis of both the entity's management model for financial assets and thc

contractual cash flow characteristics ol the linancial asset. A t'inancial asset is

measured at amortized cost when thc financial asset is held within a management

modcl whose objectivc is to hold llnancial assets in order to collect contractual

cash flows and thc contractual terms of'the financial asset give rise on specifred

dates to cash llorvs that are solcly payments ol principal and interest on thc

principal outstanding. A financial assct is mcasured at lair value through net

assets/ equity if it is held within the managemcnt model whose objective is

achieved by both collecting contractual cash flows and sclling financial assets and

thc contractual tenns of the llnancial assct give risc on specified dates to cash

t8
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Ilows that arc solcly paynrcnts ol'principal and intercst on the principal amount

outstanding. A llnarrcial asset shall be nreasurcd at lair valuc through surylus or

deflcit unless it is measurcd at amortizcd cost or lair valuc through net assets/

cquity unless an entity has madc irrcvocable clcction at initial rccognition fbr

particular investrnents in equity instrumcnts.

Subsequent measurement
Based on the business modcl and the cash flow characteristics, the entity classifies

its flnancial

Assets into amortized cost or lair value categories for financial instruments.

Movements in fair value are presented in either surplus or deficit or through net

assets/ equity subject to certain criteria being met.

Amortized cost

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

cash flows represent solely payments of principal and interest, and that are not

designated at fair value through surplus or deficit, are measured at amortized cost.

A gain or loss on an instrumcnt that is subsequently measured at amortized cost

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

asset is de-recognized or impaired. Interest income fiom these financial assets is

included in linance income using the eII'ective interest rate method.

Fair value through net assets/ equity
Financial assets that are held fbr collection of contractual cash flows and for

selling the financial asscts' where thc assets' cash flows represent solely payments

of principal and interest, arc mcasured at fair value through net assets/ equity.

Movements in the carrying amount are taken through net assets, except fbr the

recognition of irnpairment gains or losscs, interest revenue and lbrcign exchange

gains and losses which arc recognized in surplus/deficit. Interest income lrom

these flnancial assets is included in flnance income using the efl'ective interest

rate method.

l9
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Fair value through surplus or deficit
Financial assets that do not meet the criteria lbr amortized cost or fhir value

through nct asscts/ equity arc measurcd at fair valuc through surplus or deflcit. A
business modcl rvhere the entity manages Ilnancial assets rvith the ob.icctive ol
realizin-q cash flolvs through solely the sale of thc assets rvould result in a fair
value through surplus or dellcit modcl.

'f rarle itntl ollter receivallles

Trade and other receivablcs are rccognized at fair values less allowances for any

uncollectiblc amounts. l'rade and other receivables are assessed fbr impairment

on a continuing basis. An estimate is madc ol doubtlul receivablcs based on a
revierv of all outstanding amounts at the year end.

Impairment

'l'he entity assesses' on a forward-looking basis, the expected credit loss (..ECL')

associated with its llnancial assets carried at amortized cost and fair value through

net assets/equity. 1'he entity recognizes a loss allowance for such losses at each

reporting date. Critical estimates and significant judgments made by management

in determining the expccted credit loss (ECI-) are set out in Nole xr.

Finuncial liuhilitics

ClassiJication
The entity classifies its liabilities as subsequently measured at amortized cost

except for financial liabilities measured through profit or loss.

k) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory

rvas reccived through non-exchange transactions (for no cost or for a nominal

cost), the cost of the inventory is its lair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are

accounted fbr, as follorvs:

F Raw materials: purchase cost using the rvcighted average cost method.

2o
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) Finished goods and \,vork in progress: cost ol'direct materials and labour

and a proportion of manufacturing ovcrhcads based on the normal

operating capacity, but excluding borrowing costs.

Aller initial rccognition, inventory is measured at thc lower of cost and net

realizable value. I lowcver, [o the extent that a class of inventory is distributed or

deployed at no charge or lbr a nominal charge, that class of inventory is measured

at the lower of cost and current replacement cost.

Net realizable value is thc estirnated selling price in the ordinary course of
operations, less thc estimated costs o1' completion and the estimated costs

necessary to make thc salc, exchange, or distribution. Inventories are recognized

as an expense rvhen deployed fbr utilization or consumption in thc ordinary

course of operations of the VTC

l) Provisions

Provisions are recognizcd when the VTC has a present obligation (legal or

constructive) as a result of a past event, it is probable that an outflow of resources

embodying economic benefrts or service potential will be required to settle the

obligation and a reliablc estimate can be made of the amount of the obligation.

Where the VTC expects some or all of a provision to be reimbursed, for example,

under an insurance contract, the reimbursement is recognized as a separate asset

only rvhen the reimbursement is virtually certain. The expense relating to any

provision is presented in the statement of financial performance net of any

reimbursement.

Contingent I i u hil iti es

Makutano Vl-C docs not recognize a contingcnt liability but discloses details of
any contingencics in the notes to the linancial statements, unless the possibility

o1'an outflow of resources cmbodying economic benefits or service potential is

remote.

Conlingenl assets

Makutano VTC does not recognize a contingent asset but discloses details o1'a

possible asset whose existence is contingent on the occurrence or non-occurrence

of one or more uncertain future events not rvholly within the control of the VTC

2l
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in thc notes to thc linancial statements. Contingent assets are asscssed continually

to ensure that developnrcnts arc appropriately rcflectcd in thc financial

statentcnts. Il'it has bccome virtualll'certain that an inflorv ol'economic benefits

or servicc potential will arise and thc asset's valuc can be measurcd reliably, the

asset and thc relatcd revenue are rccognized in the llnancial statemcnts of the

period in which thc change occurs.

m) Social Benefits

Social bencfits are cash transf'ers provided to i) specilic individuals and / or

households that meet the eligibility criteria, ii) mitigatc the effects olsocialrisks
and iii) Address the need of society as a whole. Thc entity recognises a social

bcncfrt as an expense fclr the social benefit scheme at the same time that it
recognises a liability. I'he liability for the social benefit scheme is measured at

the best estimate of the cost (the social benefit payments) that the entity will incur

in fullilling the present obligations represented by the liability.

n) Nature and purpose of reserves

Makutano VTC creates and maintains rcserves in terms olspecific rcquirements

o) Changes in accounting policies and estimates

Makutano V1'C recognizes the efl'ects ol' changes in accounting policy

retrospectively. The cf'fects of changes in accounting policy are applied

prospectivcly ilretrospectivc application is impractical.

p) Employee Benefits

Retirenrcnt benefit plans

Makutano V'lC does not provide retirement benefits fbr its employees and

dircctors. Delined contribution plans are post-employment benellt plans under

which an entity pays flxcd contributions into a separate entity (a lund) and will
havc no lcgal or constructive obligation to pay lurther contributions if thc fund

does not hold sulllcient assets to pay all employce beneflts relating to employee

service in thc current and prior periods. Thc contributions to lund obligations for
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the paymcnt of rctirement benef rts are charged against incomc in the year in
which they beconre payablt:. Delrncd benellt plans are post-employment benefit

plans other than detrned-contribution plans. 1'hc dcllned benefit funds are

actuarially valued tri-annually on the pro-iected unit credit method basis. Deflcits
identifrcd arc rccovered through lump sum payments or increased future

contributions on proportional basis to all participating employers. The

contributions and lump sum payments reducc the post-employment benefit

obligation.

q) Foreign currency transactions
Transactions in lbreign currcncies are initially accounted tbr at the ruling rate of
exchange on the datc ofthe transaction. At cach reporting date, foreign currency

monetary items are translated using the closing rate. Non-monctary items

rneasured in historical cost arc translated using the exchange rate at the date of
thc transaction, and those mcasured at f'air value are translated using the exchange

rates at the date rvhen the fair value was determined. E,xchange differences arising

fiom thc settlement of monetary items or translation of monetary/non-monetary

items at rates different from those at rvhich they were initially reported are

recognized in surplus or deficit in the period. During the Fy 2024/25, Makutano

VTC did not have any transaction using lbreign currency.

r) Borrowing costs

Borrowing costs are capitalized against qualilying assets as part of property, plant

and equipment.

Such borrowing costs arc capitalized over the period during which the asset is

being acquired or constructed and borrorvings havc been incurred. Capitalization

ceases when construction of the asset is complete. Further borrowing costs are

charged to the statement of financial performance.

s) Related Parties

Makutano VTC regards a related party as a person or an entity with the ability to

exert control individually or jointly, or to exercise significant influence over the

Entity, or vice versa. Members of key managemcnt are regarded as related parties

and comprise thc directors, the Principal and senior managers.

t) Service concession arrangements

23



Makutano VTC
Annual llcport and Financill Statcnrcnts for thc lear cnrlcd J0tl'.Iunc 2025

Makutano V1'C analyses all aspecls of service concession arrangements that it
entcrs into in deterrrrining the appropriate accountin_c treatmcnt and disclosure

requirements. In particular, '''vhere a privatc party contributes an asset to the

arrangement,lhe Enlily rccognizes that asset 
"r,hen, 

and only when, it controls or

rcgulates thc services. The opcrator must provide together with the asset, to whom

it must provide them, and at what price. In the case of assets other than 'whole-
of'-lil'e' assets, it controls,, through orvnership, benelicial entitlement or otherrvise

- any signiticant residual interest in the asset at the cnd of the arrangement. Any
assets so recognized are measurcd at their lair value. To the extent that an asset

has been recognized, the institution also rccognizcs a corresponding liability,
adjusted by a cash consideration paid or received.

u) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term

deposits on calland highly liquid investmcnts with an original maturity of three

months or lcss, rvhich are readily convertible to knorvn amounts of cash and are

subject to insignilicant risk of changes in value. Bank account balances include

amounts hcld at various commercial banks at the end of the flnancial year.

v) Comparative figures
Whcre necessary comparative figurcs for the previous financial year have been

amcnded or reconfigured to conform to the rcquired changes in presentation. This

becn the first set of financial statements therc was no comparative figures.

w) Subsequent events

There have bcen no cvents subsequcnt to the llnancial year end with a significant

impact on the financial staten.Ients for the year ended June 30,2025.
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5. Significant Judgme nts antl Sources of Estinration Uncertainty

Thc preparation ol'the V-t'C tinancial statements in conlbrmity with IPSAS

requires ntanagemcnt to nrakc.iudgrnents, cstimatcs and assumptions that all'ect

the reportcd amounts of revenucs, expenses, asscts and liabilities, and the

disclosure of'contingcnt liabilities, at thc cnd of thc reporting period. Howcver,

unccrtainty about these assunrptions and cstimates could result in outcomes that

require a material adjustmcnt to thc carrying amount of the asset or liability
afl-ected in future pcriods.

Estimates and assumptions.

Thc key assumptions conccming thc future and othcr key sources of estimation

unccrtainty at the reporting date, that have a significant risk ol'causing a material

ad-lustment to the carrying amounts of assets and liabilities within the next

financial ycar, are describcd bclorv. The Entity based its assumptions and

estimates on paranlcters available when thc consolidated financial statentents

werc prepared. However. cxisting circuntstances and assumptions about luture

devclopments may changc due to market changcs or circumstances arising

bcl,ond the control of the Entity. Such changes are rellectcd in thc assumptions

when they occur. IPSAS I .140

Uscful lives and residual values

Thc useful lives and residual values of assets are assesscd using the following
indicators to inform potential future use and value liom disposal:

The condition of the asset based on the assessment of experts employed

by the institution.
-Thc nature of the asset, its susceptibility and adaptability to changes in

technology and processes.

-The nature of the processes irr rvhich the asset is deployed.

-Availability ol'funding to replace thc asset.

-Changes in the market in relation to the asset
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6. Transfer from the County Governnrent

7. Fees from Student

8. Use of Goods and Services

9. Employees Cost

10. Cash antl Cash Equivalcnt

Ksh
Current Account 4.680
Total Cash and Cash Equivalents 4.680

I)escription FY 2024/2024
Kshs

Capitation Grants 400.000
Total Governnrent Grants and Subsidics 400,000

I)cscriptiorr FY 2024t2025
Kslr

-fuition 
frccs 207,380

Total Fees fronr students 207,380

Descrigltion FY 2024/2025
Kslr

-l'eachirrg 
and I.carning Materials 359,050

E,lectricitl, 37,000
Bank Charges 2.949

398,999

Description FY 2024t2025
Ksh

Salarics and rvages 239,700
Employee Costs 239,700

26
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I l. Financial ll.isk Managenrent

Thc entity's activities cxposc it to a variety oI flnancial risks including credit and

liquidity risks and cfl-ects o1'changes in lbrcign culrency. 1'he company's overall

risk managcment programme lbcuscs on unpredictability o1- changes in the

business environment and seeks to mirrimisc the potential adverse ellect ol'such

risks on its perfbrmance by sctting acceptable levels of risk. The company does

not hedge any risks and has in place policies to ensurc that credit is only extcnded

to customers with an established credit history.

(i) Credit risk

The entity has exposurc to crcdit risk, rvhich is the risk that a counterparty rvillbc
unable to pay amounts in lull lvhen due. Credit risk arises fiom cash and cash

equivalcnts,, and deposits rvith banks, as lvcll as trade and other receivablcs and

avai lable-1br-salc flnancial investments.

Managcment asscsses the credit quality of cach customer, taking into account its

linancial position, past expcriencc and other lactors. Individual risk limits arc set

based on internal or cxternal assessment in accordance rvith limits set by thc

directors. The amounts presented in thc statement of linancial position are net ol'

allowances lbr doubtlul receivablcs, estimated by

thc company's management based on prior experience and their assessment of the

current economic environmcnt.

Thc carrying anlount of {'inancial assets rccorded in the financial statements

rcprescnting the cntity's maximum exposure to credit risk without taking account

o1'the value olany collateral obtained is made up as follorvs:

The customers under the fully perlbnning category arc paying their dcbts as they

continue trading. The credit risk associated rvith these receivables is rninimal and

thc allowance for uncollectible amounts that the company has recognised in the

financial statements is considercd adequate to cover any potentially irrccovcrable

amounts.
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The board of dircctors scts the compan)"s crcdit policies and objectives and la)'s

do',vn parameters rvithin rvhich thc various aspects olcredit risk management are

operated.

(ii) Liquidity risk management
Ultimatc rcsponsibilitl, fbr liquidity risk nlanagement rests rvith thc entitl"s
directors, who have built an appropriate liquidity risk ntanagement fiamervork lbr
the managcmcnt ol' thc entity's short, medium and long-term funding and

liquidity nlanagcnrent requircments. The cntity managcs liquidity risk through

continuous monitoring of lbrecasts and actual cash llows.

The table bclow reprcsents cash flor,vs payable by the company under non-

derivative financial liabilities by their rcmaining contractual maturities at the

reporting date. The amounts discloscd in the table are the contractual

undiscounted cash flows. Balances due within l2 months equal their carrying

balances,, as the impact of discounting is not significant.

(iii) Market risk
Thc cntity has put in place an internal audit function to assist it in assessing the

risk laced by thc entity on an ongoing basis, evaluate and test the dcsign and

el}'cctiveness ol'its intcmal accounting and operational controls.

Market risk is the risk arising fiom changes in market prices, such as interest rate,

equity prices and fbreign exchange rates which will aff'ect the entity's income or

the valuc of its holding of financial instruments. Thc objective of market risk

management is to manage and control market risk exposures rvithin acceptable

parameters, rvhile optimising thc retum. Overall responsibility lbr rnanaging

market risk rests r'vith thc Audit and Risk Management Committee.

The entity's Financc Department is responsible fbr the development of detailed

risk managernent policics (subject to review and approval by Audit and Risk

Management Committee) and lor the day-to-day implementation of those

policies.

Therc has been no change to the cntity's exposure to rnarket risks or the manner

in which it manages and measures the risk.
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a) Interest rate risk

Intcrcst ratc risk is the risk that thc entity's llnancial condition may bc advcrsely

allbctcd as a rcsult ol'changcs in interest rate lcvels.'['he company's intercst rate

risk ariscs Iiorrr bank dcposits. This cxposes thc company to cash llolv interest

rate risk. '[he interest ratc risk exposure ariscs nrainly lionr intcrest ratc

movcmcnts on the company's deposits.

Mtntgemetrt of interest rate risk
To managc thc interest ratc risk. managemcnt has cndcavoured to bank with
institutions that ofl'er l-avourable intcrest rates.

iv) Capital Risk Management
The objectivc of the entity's capital risk management is to saf'eguard the

entity's ability to continue as a going concern. The entity capital structurc

comprises ol' the follorving lunds:

12. Related Party Balances

Nature of related p:rrty relationships

E,ntitics and othcr partics rclatcd to the cntity includc those partics rvho havc
ability to cxercisc controI or excrcisc signilicant inlluence over its opcrating and

llnancial decisions. Itclatcd parties include managcmcnt personncl, their
associates and close lamilv mcmbers.4

13. County Govcrnnrent of Tharaka Nithi

The County Govemme nt of Tharka Nithi is the principal shareholder of Makutano
VTC. Thc County Government of Tharaka Nithi has provided full guarantees to
all long-term lenders ol the entity, both domestic and extemal. Other relatcd
parties includc:

i) The County Govemmcnt.
ii) The Parent Department.
iii) Board of Management;
iv) Key managemcnt
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14. Evcnts After The lLeporting Periotl

Thcre lverc no material ad.iusting and non-adir.rsting events after the reporting
period.

15. Currency
The linancial statcrrrcnts arc prcscntcd in Kenl'a Shilling (Ksh) and the values
are roundcd olf to the ncarest shilling.
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20. Appendiccs

Appendix l: Progress on Follolv Up of Auditor Reconrmendations

Auditing ol'lrnanciaI statcn]cnts lbr the pcriod has sincc not becn complctcd
Makutano VTC rvas staftcd in Januarv 2024.

tl
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Appendix l1: Projects Implemented by The Vocational'fraining Centre
Pro.iect implemcnted by the Makutano VTC funded by dcvelopment partners during the period

Projcct title Project
Number

f)onor Period/
duration

Donor
commit
ment

Sepa rate
donor
rcporting
required
as per the
donor
agreement
(Yes/No)

Consolid
atcd in
thcsc
linancirl
stlrtcmen
ts
(Yes/No)

Supply of rvater to Makutano Vocational
Training Centre

Compassion 3 months Half No No

J-
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Appenrlix I I l: Ilcporting of Clinrate llelo'ant Erpcnditures

There rverc no clinrate relcvant expenditures during the period
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