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1. ACRONYMS AND DEFINITION OF KEY TERMS

BOM Board of Management

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
PFM Public Finance Management

PSASB Public Sector Accounting Standards Board

VTC Vocational Training College
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KEY ENTITY INFORMATION AND MANAGEMENT

(a)

(b)

(c)

(d)

Background information

AIC Kithuru Vocational Training Centre was started back in the 1980s and after
many closures it was opened once again in 2004 with 12 trainees and 3
instructors.

In 2009, it was registered under the Ministry of Youth Affairs and Sports,
Registration Number MOYAS/DYT/EST/TRK/PC/02.

On 14/01/2023, AIC Kithuru VTC was incorporated/established under the TVET
Act, 2013 section 20(1). Registration Number TVETA/PUBLIC/VTC/0115/2019.
The Institution is under the Tharaka Nithi County Ministry of Education and
Vocational Training.

Principal Activities

The principal activity is leading the school, managing resources, fostering a
positive learning environment and communicating with the parents and
community.

The principal mandate is to provide leadership and coordination within a school,
focusing on creating and maintain effective educational programs and promoting
the improvement of teaching and learning.

The principal mission is to provide leadership and directions within a school,
focusing and effective and positive learning environment for students and staff.

The institution vision - To become a role model in quality and relevant Technical
Training.

The institution mission- Guiding its actions and decision making.

The institution core objectives- Providing quality education, fostering critical
thinking and skills and contributing to the development of individuals and society.

Key Management
The entity’s day-to-day management is under the following key organs:

SN. | Name Position

1 James Mutembei Marangu Manager / Principal

Fiduciary Management

iii
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(e)

®

(2

(h)

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

SN. | Name

Designation

Rael Wanja

Chairperson

James Mutembei Marangu

Manager / Principal

Faustine Gakindu

V/Chairperson

Entity Headquarters

P.O. Box 168-60215 Marimanti.
AIC Kithuru VTC

Nkondi Market

Nkondi Miomponi Road
Tharaka Nithi, Kenya

Entity Contacts

Telephone: (254) 7121 306 440
E-mail: aickithuruvtc@gmail.com

Entity Bankers

KCB Bank

P.O Box 7014- 60400
Chuka Branch

Kenya

Independent Auditors

Auditor-General

Office of Auditor General
Anniversary Towers, Institute Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya.
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Key Entity Information and Management (Continued)
(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 10 - 60400

KATHWANA
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3. THE BOARD OF MANAGEMENT

Member/ Director

Details

Rael Wanja
Chairperson

Diploma In Social Work And Community
Development
Y.O0.B.1978

Executive Member

7 x

Faustine Gakindu Mugwika
Vice Chairperson

Form Four
1968
Executive Member

James Marangu
Manager

Diploma In Business Management
1972
Executive Member
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4. KEY MANAGEMENT TEAM

SN. | Member/ Director Details
L
Providing critical information to the
Nt Trainees and maintaining discipline
Deputy Manager among student and staff
Certificate In Masonry
Discipline master and secretary of instructor
welfare
Games master
Provide directions, guidance and
support to their employees
James Marangu
o Diploma In Business Management
-
Student welfare
Linda Mburia
2 Diploma In Garment Making
Industrial Attachment
Victor Gitari.
4. Certificate In Welding
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5. CHAIRMAN’S STATEMENT

On behalf of BOM of AIC Kithuru VTC, the Institution has embarked on meeting the Mission,
Vision and core Objectives of the school. Team work is essential to ensure our trainees acquire
quality training.
We have established partnerships with the community and institution like Compassion
International, Karou CDC, GFBC Nkondi CDC, Thiti CDC, KCB Bank, Ntanira na Mugambo
Welfare Group, Gatunga. among others.
They support some of our trainees who are vulnerable by paying school fees and materials for
training.

* Empowering Youth with relevant skills and training within the modern industries.

e Participating in games and co-curricular activities.

Achievements
® During that period, the number of our trainees increased hence increased number of
trainees that sat for the final exam (NITA) with all candidates passing the NITA Exam.

* During the year our VTC was installed with Electrical power in 2024-2025 under the
leadership of BOM present and accredited to be Testing Trade Centre.
* Good discipline among the trainees and staff that enhance team work.
* AICKITHURU VTC has enough VTC compound that would sustain various project we
also have enough tools and equipment for various Trade.
® We have enough modern workshops to accommodate a number of trainees.
Challenges

e Lack of drinkable and enough water in the institution. i.e. we rely on rain water which is
not enough.

¢ Lack of enough Government employed Instructors with most of the employees employed
by the BOM increasing the expenditure through the wage bill.

Future Outlook for the Institution.

* To build and maintain partnership with private sectors, NGOs and stakeholders to
achieve more development.

e To introduce more training courses within the modern industries i.e. ICT
* To upgrade and build more modern facilities and Digital Infrastructures like 1.C.T

Workshop.
L 2ROV
Sig.
Rael Wanja

Chairperson, BOM
Date. 14" August 2025

viii
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6. REPORT OF THE MANAGER

Key Activities.

The institution mainly focused on the training trainees and involving them s in industrial
attachment (Field work) to expose them to more technical practical work.

Our trainees also participate in games like football and volleyball.

Achievement

e During the period, our trainees increased hence high number of trainees that did their
final exam (NITA) and all candidates passed NITA Exam.

e During the year, Electrical power was installed in the VTC and under the leadership of
BOM present, our institution was accredited to be Testing Trade Centre.

e Good discipline among the trainees and staff that enhanced team work.

e AIC Kithuru VTC has enough VTC compound to sustain various projects.

¢ We have enough tools and equipment for various Trades.

¢ We have enough modern workshops to accommodate a large number of trainees.

Challenges

e Increasing competition with TTI and colleges because we are aiming for the trainees with
the same grade and qualification during admission period.

e Qur institution has no reliable drinkable water suppliers hence leading to trainees fetching
water 2km away from VTC Compound.

e High cost of food stuff and poor payment of school fees.

e Lack of enough PSC staff for various trades.

e Poor playing ground that would help trainees in physical fitness.

e Lack of enough modern washroom for both boys and girls.

Way forward/Future Outlook for the Institution.
. The County Government to assist in storage institutional drinkable water in the
institution to eradicate water problem in the school.

. Additional Government employed staff.
. Upgrading and building of more modern facilities and Digital Infrastructures like
I.C.T Workshop.
. Introduction of more courses that suite in modern market/industry demand.
Sig. rdane,
James Marangu.
Manager
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7. STATEMENT OF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES

AIC Kithuru vocational training centre has 2 strategic pillars /issues/ themes and objectives

within current Strategic Plan for the FY 2024/25- FY 2025/26. These strategic pillars are as
follows:

Pillar/ theme/issue 1: Quality of Teaching and learning
Pillar /theme/ issue 2: Access and equity

AIC Kithuru vocational training centre develops its annual work plans based on the above 2
pillars. Assessment of the Board's performance against its annual work plan is done on a
quarterly basis. AIC Kithuru vocational training centre achieved its performance targets set for
the FY 2024/25 period for its 2 strategic pillars, as indicated in the diagram below:

Strategic Pillar Objective Key Activities Achievements
Performance
Indicators
Quality of Teaching | Promote Use of updated | Monitor and Increased number
and Learning employability | training evaluate learner | of exam
to reduce youth | materials and performance candidates
unemployment | technology and training
and offer outcomes
market-oriented
skill training
Access and Equity | Foster Promotion and Establish ICT Increased student
Inclusion creating infrastructure to | enrolment
awareness of Support
TVETS blended and
online learning
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8. CORPORATE GOVERNANCE STATEMENT

Purpose of the board
The purpose of the board is to provide strategic direction, oversee the management, ensure
effective governance and performance of the institution is in line with its mission and goals.
Roles of the Board

- Provide strategic leadership and direction

- Approve institution policies and budgets

- Monitor financial performance and ensure accountability.

- Oversee academic standards trainees and staff welfare

- Evaluate and support head of institution
Composition of the board
The Board of Management is made up of 11 members which comprises of Manager, chairperson,
representative of Chief officer department of Vocational training, representative of county
governor, local administration representative, and six other persons elected basis on their
knowledge in leadership and management, financial management, technology, industry,
engineering and information communication technology.

Process of appointment of board

The term of existing board expires after 3 years. The manager notifies the relevant authorities of
the need to constitute another board.

Nomination of members is done by different groups i.e sponsoring body, local administration,
county representative, member of county assembly representative and the manager.

The guidelines require board to have diverse mix of professional background such as education,
law, engineering, ICT and finance.

Nominees are vetted for qualification, experience, integrity and relevance. Once approved they
are issued with appointment letters.

Induction and training

Newly elected members undergo inauguration where they elect the executive committee and they
familiarize themselves with their roles and responsibilities.

Process of removal

A board member may be removed due to the following reasons Absenteeism, Conflict of interest,
Criminal conviction, Corruption, mental incapacity.

A formal complaint if forwarded by the manager to the relevant authorities the complaint is
reviewed by designated committee, the accused member is informed in writing and given a
chance to respond, based on findings the committee prepares a report and a formal
recommendation is send to the relevant authority. If the decision is to remove the member a
removal letter is issued and the position is declared vacant for new appointment.

Xi
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Meetings

- The board meets once per term and as per needed

- The quorum shall consist three quarter of the members

- Decisions shall be made by consensus or majority vote

- Minutes of meetings shall be documented and stored securely.
Ethics and conduct
The members shall

- Act in good faith and in the best interest of the institution

- Maintain confidentiality and avoid conflict of interest

- Uphold ethical and professional standards all the time

Xii
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9. MANAGEMENT DISCUSSION AND ANALYSIS

AIC Kithuru Vocational Training Centre the school has strengthened its commitment to
empowering youth and adults with practical employable skills. Some of the key activities are:

e Expansion of our vocational training course

e Establishment of partnership with local industries and stakeholders

e Accreditation as a Testing Trade Centre

e Installation of Electricity

Achievements
We celebrate notable achievement like an increased number of exam candidates and student

enrolment.

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

e Lack of drinkable water with over reliance on rain water.

e Shortage of government employed trainers straining financial resources
e Poor payment of school fees

e Limited washroom infrastructure

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 market for relevant
courses and upgrading facilities and digital infrastructure.

Xiii
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10. ENVIRONMENTAL AND SUSTAINABILITY REPORTING STATEMENT

At AIC Kithuru VTC, we recognize our responsibility to operate in an environmentally and
socially responsible manner. Our Environmental 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.

Commitment to Sustainability

We are committed to integrating sustainability into our core business strategy and decision-
making processes. This commitment reflects our belief that long-term success depends on the
health and stability of our environment, our communities, and our economy.

Continuous Improvement

Sustainability is a journey. We engage with employees, customers, suppliers, and community
partners to improve our environmental 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 assessment and all contractors are required to obtain a workplace registration
certificate in addition to insurance cover for the workers.

Community Engagements

The VTC has ensured that stakeholder engagements are appropriate, effective, meaningful and
meet the expected objectives. Community 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 implementation. Stakeholder consultation was implemented through
a systematic approach, and the process should started as early as possible in the project cycle.
The timing of consultation events and how they were coordinated with various project
milestones were carefully mapped out, so delays or inadequate consultation do not turn into
bottlenecks

X1V
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11. REPORT OF THE BOARD OF MANAGEMENT

The Board members submit their report together with the audited financial statements for the year
ended June 30, 2025, which show the state of the AIC Kithuru VTC affairs.

Principal activities

The principal activity of the entity is training technical skills

Results

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

Board of Management

The members of the Board who served during the year are shown on page V. During the year
2024/25 no director retired/ resigned.

Auditors

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

By Order of the Board
tany

Secretary of the Board

Date 14" July 2025

XV
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12. STATEMENT OF BOARD OF MANAGEMENT RESPONSIBILITIES
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 AIC Kithuru 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 VTC keeps
proper accounting records which disclose with reasonable accuracy the financial position of the
VTC. The Board of Management are also responsible for safeguarding the assets of Institution.

The Board of Management are responsible for the preparation and presentation of the institution’s
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 arrangements and ensuring that these continue to be effective
throughout the reporting period, (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity, (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud, (iv) safeguarding the assets of the entity, (v) selecting and applying appropriate accounting
policies, and (vi) making accounting estimates that are reasonable in the circumstances.

The Board of Management accept responsibility for the institution’s financial statements, which
have been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International 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 AIC Kithuru VTC financial statements give a true and fair view of the state of VTC
transactions during the financial year ended June 30, 2025, and of the VTC financial position as at
that date. The Board of Management further confirm the completeness of the accounting records
maintained for the AIC Kithuru VTC, which have been relied upon in the preparation of the AIC
Kithuru VTC financial statements as well as the adequacy of the systems of internal financial
control.

In preparing the financial statements, the Principal/Manager has assessed AIC Kithuru VTC ability
to continue as a going concern. Nothing has come 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 from the
date of this statement.

Approval of the financial statements

AIC Kithuru VTC financial statements were approved by the Board on 14" July 2025 and signed
on its behalf by:

[28 3)
Y >SS rwney
Rael Wanja James Marangu
Chairperson of the Board Acting Manager

Xvi
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REPORT OF THE AUDITOR-GENERAL ON AIC KITHURU VOCATIONAL AND
TRAINING CENTRE FOR THE YEAR ENDED 30 JUNE, 2025

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

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

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

C. Report on Effectiveness of Internal Control, 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 control 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 Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal 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

| have audited the accompanying financial statements of AIC Kithuru Vocational Training
Centre set out on pages 1 to 21, which comprise of the statement of the financial position

Report of the Auditor-General on AIC Kithuru Vocational and Training Centre for the year ended 30 June, 2025



as at 30 June, 2025, 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. | have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, 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 AIC Kithuru Vocational Training Centre as at
30 June, 2025, and of its financial performance and its cash flows for the year then ended,
in accordance with International Public Sector Accounting Standards (Accrual Basis) and
comply with the Technical and Vocational Training Act 2013 and the Public Finance
Management Act, 2012.

Basis of Qualified opinion
1. Unsupported Trade and other Payables from Exchange Transactions

The statement of financial position reflects trade and other payables from exchange
transactions balance of Kshs.224,575 as disclosed in Note 14 to the financial statements.
However, ageing was not provided for audit review.

In the circumstances, the accuracy of trade and other payables from exchange
transactions balance of Kshs.224,575 could not be confirmed.

2. Unsupported Expenditure

The statement of financial performance reflects expenses amount of Kshs.1,580,833 as
disclosed in Notes 9,10 and 11 to the financial statements. However, examination of
payment vouchers revealed that payments amounting to Kshs.747,410 were not
supported with requisitions, local purchase orders, inspection reports and procurement
minutes.

In the circumstances, the accuracy and completeness of expenses amounting to
Kshs.747,410 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the AIC Kithuru Vocational Training Centre
Management in accordance with ISSAI 130 on the Code of Ethics. | 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. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Report of the Auditor-General on AIC Kithuru Vocational and Training Centre for the year ended 30 June, 2025
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Emphasis of Matter
Budgetary Control and Performance

The statement of budgeted versus actual amounts reflects final receipts budget and
actual on a comparable basis of Kshs.1,800,000 and Kshs.1,387,200 respectively,
resulting to an under-funding of Kshs.412,800 or 23% of the budget. However, the
Institution spent a balance of Kshs.1,356,258 against actual receipts of Kshs.1,387,200,
resulting to an under-utilization of Kshs.30,942 or 2% of actual receipts.

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

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 effect of the matters
described in the Basis for Qualified Opinion, | have determined that there are no other
key audit matters to communicate in my report.

Other Information

The Management is responsible for the Other Information set out on page ii to xvi which
comprise of Key Vocational Training Centre Information and Management, Governance
Statement, forward by the Principal, Statement of Performance against Vocational
Training Centre Predetermined Objectives, Corporate Social Responsibility Statement/
Sustainability Reporting, Management Discussion and Analysis and Statement of
Management. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Centre’s financial statements, my responsibility is to
read the Other Information and in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution and based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on

Report of the Auditor-General on AIC Kithuru Vocational and Training Centre for the year ended 30 June, 2025
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Lawfulness and Effectiveness in use of Public Resources section, | 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 of conclusion

1. Lack of a Procurement Plan

The statement of financial performance reflects an amount of Kshs.1,583,270 and
Kshs.1,580,833 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’.

In the circumstances, Management 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. In addition,
Public Procurement Regulatory Authority (PPRA) circular No. 01/2024 dated
30 August, 2024 which requires procurement entities to remit the levy to the Authority
through the e-Citizen payment platform by the 20" day of the subsequent month and also
file monthly returns.

In the circumstances, Management was in breach of law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015 and based on the audit
procedures performed, | confirm that nothing 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 AIC Kithuru Vocational and Training Centre for the year ended 30 June, 2025
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | 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 International 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.

In 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.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
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
International Standards of Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | 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 Public Audit Act, 2015. Reasonable assurance is a high level of assurance but IS
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are

Report of the Auditor-General on AIC Kithuru Vocational and Training Centre for the year ended 30 June, 2025
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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.

In conducting the audit, Article 229(6) of the Constitution also requires that | 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. In addition, |
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, | 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:/Mmww.oagkenva.qgo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCP%CBS

AUDITOR-GENERAL

Nairobi

03 December, 2025
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Annual Report and Financial Statements for the year ended 30" June 2025

14. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30

JUNE 2025

Notes FY 2024/2025

Ksh

Revenue from non-exchange transactions
Transfers from the County Government 6 1,100,000
Grants from Development partners 7 10,000
Total Revenue from non-exchange transactions 1,110,000
Revenue from Exchange transactions
Fees from students 8 473,270
Total Revenue 1,583,270
Expenses
Use of Goods and Services 9 1,007,793
Employee costs 10 442,800
Repairs and maintenance 11 130,240
Total Expenses 1,580,833
Net surplus/(deficit) for the year 2,437

AIC Kithuru Vocational Training Centre were approved on 14™ July 2025 and signed by:

YISy rare S S

Rael Wanja James Marangu
Chairman Manager

CPA Judith Muthoni
Chief Accountant
ICPAK No. 21856
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15. STATEMENT OF FINANCIAL POSITION AS AT 30" JUNE 2025

Assets

Current Assets

Cash and cash equivalents 12 35,143
Current portion of receivables from exchange transactions 13 196,070
Total Current Assets 231,213
Total Non-Current Assets 0
Total Assets 231,213
Liabilities

Current Liabilities

Trade and other payables from exchange transactions 14 224,575
Total Liabilities 224,575
Net Assets 6,638
Represented By:

Accumulated Surplus 6,638
Total Net Assets 6,638

AIC Kithuru Vocational Training Centre were approved on 14"™ July 2025 and signed by:

Yot ' % ngﬁn-% =

Rael Wanja James Marangu CPA Judith Muthoni
Chairman Manager Chief Accountant
ICPAK No. 21856
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16. STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2025

el Accumulated Capital
s Surplus Grants/Fund s
At July 1, 2023
Revaluation gain
Surplus/(deficit) for the year
Capital grants received during the year
At June 30, 2024
At July 1, 2024 4,201 4,201
Surplus/(deficit) for the year 2,437 2,437
Capital grants received during the year 0
At June 30, 2025 6,638 0 6,638
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17. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2025

_ Note Ksh
Cash flows from operating activities
Receipts
Transfers from County Government 6 1,100,000
Grants from donors and development partners T 10,000
Fees from students 8 277,200
Total Receipts 1,387,200
Payments
Use of goods and services 9 088,168
Employee costs 10 240,500
Repairs and maintenance 11 127,590
Total Payments 1,356,258
Net Cash Flows from operating activities 30,942
Net cash flows used in investing activities 0
Net cash flows used in financing activities 0
Net Increase/(Decrease) in Cash and Cash equivalents 30,942
Cash & Cash equivalents at the beginning (1% July) 12 4,201
Cash & Cash equivalents at the end. (30" June) 12 35,143
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18. STATEMENT OF COMPARISON OF BUDGET &ACTUAL AMOUNTS FOR YEAR ENDED 30" JUNE 25

Original Adlusizsonts s c:::::::h Performance | Utilization

Description budget Budget back difference | Difference
Kshs Kshs Kshs Kshs Kshs %
A B C=A+B D E=C-D F=D/C%

Budget carryovers from the previous year -
Receipts
Transfers from County Government 1,100,000 1,100,000 1,100,000 0 100%
Grants from donors and development 100,000 100,000 10.000 90,000 10%
partners
Fees from students 600,000 600,000 277,200 322,800 46%
Total Receipts 1,800,000 1,800,000 1,387,200 412,800 77%
Payments
Use of Goods and Services 1,150,000 1,150,000 988,168 161,832 86%
Employee costs 450,000 450,000 240,500 209,500 53%
Repairs and maintenance 200,000 200,000 127,590 72,410 64%
Expenditure 1,800,000 01 1,800,000 1,356,258 443,742 75%
Capital Expenditure payments 0 0 0 0 0
Total Expenditure 1,800,000 0| 1,800,000 1,356,258 443,742 75%
Surplus 0 0 0 30,942




19.

AIC KITHURU VTC
Annual Report and Financial Statements for the year ended 30™ June 2025

NOTES TO THE FINANCIAL STATEMENTS

General Information
AIC Kithuru VTC entity is established by and derives its authority and accountability The
entity is wholly owned by the County Government of Tharaka Nithi

Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions, It also
requires management to exercise judgement in the process of applying the entity’s
accounting policies.The areas involving a higher degree of judgement or complexity, or
where assumptions and estimates are significant to the financial statements.The financial
statements have been prepared and presented in Kenya Shillings, which is the functional
and reporting currency of the entity.The values are rounded off to the nearest shilling. The
financial statements have been prepared in accordance with the PFM Act, the TVET Act
and International Public Sector Accounting Standards (IPSAS). The accounting policies
adopted have been consistently applied to all the years presented.

Adoption of New and Revised Standards

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

There are no new standards and interpretations issued in the Financial Year.

ii. New and amended standards and interpretations in issue but not yet effective in
the year ended 30 June 2025.

Standard [Effective date and impact:
IPSAS 43: Applicable 1" January 2025
Leases The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees
and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and cash flows of an Entity.
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Non- Current
Assets Held for
Sale and
Discontinued
Operations

tandard ffective date and impact:
The new standard requires entities to recognise, measure and present
information on right of use assets and lease liabilities.

IPSAS 44: Applicable I’ January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured
at the lower of carrying amount and fair value less costs to sell and the
depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented
separately in the statement of financial position and the results of
discontinued operations to be presented separately in the statement of
financial performance.

IPSAS 45:
Property Plant
and Equipment

Applicable I* January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment.
IPSAS 45 has additional guidance/ new guidance for heritage assets,
infrastructure assets and measurement. Heritage assets were previously
excluded from the scope of IPSAS 17 in IPSAS 45, heritage assets that
satisfy the definition of PPE shall be recognised as assets if they meet the
criteria in the standard. IPSAS 45 has an additional application guidance for
infrastructure assets, implementation guidance and illustrative examples.
The standard has clarified existing principles e.g. valuation of land over or
under the infrastructure assets, under- maintenance of assets and
distinguishing significant parts of infrastructure assets.

[PSAS 46:

Measurcment

Applicable I'' January 2025
The objective of this standard was to improve measurement guidance across
IPSAS by:

Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under which they
should be used.

Clarifying transaction costs guidance to enhance consistency across
[PSAS.

Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement, and measurement
related disclosures.

The standard also introduces a public sector specific measurement bases
called the current operational value.

IPSAS 47:
Revenue

Applicable I January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions,
IPSAS 11 Construction contracts and IPSAS 23 Revenue from non-
exchange transactions. This standard brings all the guidance of accounting
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Standard ffective date and impact:

for revenue under one standard. The objective of the standard is to establish
the principles that an entity shall apply to report useful information to users
of financial statements about the nature, amount, timing and uncertainty of
revenue and cash flow arising from revenue transactions.

IPSAS 48: Applicable I’ January 2026
Transfer The objective of the standard is to establish the principles that a transfer
Expenses provider shall apply to report useful information to users of financial

statements about the nature, amount, timing and uncertainty of expenses and
cash flow arising from transfer expense transactions. This is a new standard
for public sector entities geared to provide guidance to entities that provide
transfers on accounting for such transfers.

IPSAS 49: Applicable I'' January 2026
Retirement The objective is to prescribe the accounting and reporting requirements for
Benefit Plans the public sector retirement benefit plans which provide retirement to public

sector employees and other eligible participants. The standard sets the
financial statements that should be presented by a retirement benefit plan.

4.  Summary of Significant Accounting Policies

a) Revenue recognition
i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if the
transfer is free from conditions and it is probable that the economic benefits or service potential
related to the asset will flow to the entity and can be measured reliably. To the extent that there is
a related condition attached that would give rise to a liability to repay the amount, the amount is
recorded in the statement of financial position and realised in the statement of financial
performance over the useful life of the assets that has been acquired using such funds

ii)  Revenue from exchange transactions

Rendering of services

The entity recognizes revenue from rendering of services by reference to the stage of completion
when the outcome of the transaction can be estimated reliably. The stage of completion is
measured by reference to labour hours incurred to date as a percentage of total estimated labour
hours. Where the contract outcome cannot be measured reliably, revenue is recognized only to
the extent that the expenses incurred are recoverable.
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Sale of goods

Revenue from the sale of goods is recognized when the significant 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 probable that the economic benefits or
service potential associated with the transaction will flow to the entity.

Interest income

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

Rental income
Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2024/2025 was approved by the Board on xxx. Subsequent revisions
or additional appropriations were made to the approved budget in accordance with specific
approvals from the appropriate authorities. The additional appropriations are added to the
original budget by the entity upon receiving the respective approvals to conclude the final
budget. Accordingly, the entity recorded additional appropriations of Kshs. 400,000 on the FY
2024/2025 budget following the Board’s approval. The entity’s budget is prepared on a different
basis to the actual income and expenditure disclosed in the financial statements. The financial
statements are prepared on accrual basis using a classification based on the nature of expenses in
the statement of financial performance, whereas the budget is prepared on cash basis. The
amounts in the financial statements were recast from the accrual basis to the cash basis and
reclassified by presentation to be on the same basis as the approved budget. A comparison of
budget and actual amounts, prepared on a comparable basis to the approved budget, is then
presented in the statement of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for differences in
the formats and classification schemes adopted for the presentation of the financial statements
and the approved budget

¢) Taxes
Current income tax
The entity is exempt from paying taxes as per Income Act.

Sales tax/ Value Added Tax

Expenses and assets are recognized net of the amount of sales tax. except:
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» When the sales tax incurred on a purchase of assets or services is not 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.

kY

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

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

d) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at the
time that cost is incurred if the 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 either when they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit or service potential is expected
from its disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the surplus or deficit in the period of de-recognition. Transfers are
made to or from investment property only when there is a change in use.

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition or
construction of the item of property appropriately according to the acronyms you use in your
financial statementsplant and equipment. When significant parts of property, plant and
equipment are required to be replaced at intervals, the entity recognizes such parts as individual
assets with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized 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 deficit as incurred. Where an asset is acquired in a non-exchange
transaction for nil or nominal consideration the asset is initially measured at its fair value.

f) Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at the
commencement of the lease at the fair value of the leased property or, if lower, at the present
value of the future minimum lease payments. The Entity also recognizes the associated 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. Subsequent to initial recognition, lease
payments are apportioned between finance charges and reduction of the lease liability to achieve
a constant rate of interest on the remaining balance of the liability. Finance charges are

10
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recognized as finance costs in surplus or deficit. An asset held under a finance lease is
depreciated over the useful life of the asset. However, if there is no reasonable certainty that the
Entity will obtain ownership of the asset by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term. Operating leases are
leases that do not transfer substantially all the risks and benefits incidental to ownership of the
leased item to the Entity. Operating lease payments are recognized as an operating expense in
surplus or deficit on a straight-line basis over the lease term

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets
acquired in a non-exchange transaction is their fair value at the date of the exchange. Following
initial recognition, intangible assets are carried at cost less any accumulated amortization and
accumulated impairment losses. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred. The useful life of the intangible assets is assessed as
cither finite or indefinite. Intangible assets with an indefinite useful life are assessed for
impairment at each reporting date.

h) Research and development costs
The Entity expenses research costs as incurred. Development costs on an individual project are
recognized as intangible assets when the Entity can demonstrate:

> The technical feasibility of completing the asset so that the asset will be available for
use or sale.

» lts intention to complete and its ability to use or sell the asset.

» How the asset will generate future economic benefits or service potential
» The availability of resources to complete the asset.

» The ability to measure reliably the expenditure during development.

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

i) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. A financial instrument is any contract that gives rise to a financial 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

11
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a financial asset or financial liability not at fair value through surplus or deficit, transaction costs
that are directly attributable to the acquisition or issue of the financial asset or financial liability.

Financial assets

Classification

The entity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
entity’s management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is
held within a management model whose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal outstanding. A
financial asset is measured at fair value through net assets/ equity if it is held within the
management model whose objective is achieved by both collecting contractual cash flows and
selling financial assets and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal amount
outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it
is measured at amortized cost or fair value through net assets/ equity unless an entity has made
irrevocable election at initial recognition for particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial
Assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for 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 instrument 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 from these financial
assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through net assets/ equity. Movements in the carrying amount are taken
through net assets, except for the recognition of impairment gains or losses, interest revenue and

12
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foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from
these financial assets is included in finance income using the effective interest rate method.

Fair value through surplus or deficit

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

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the year
end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated with
its financial assets carried at amortized cost and fair value through net assets/equity. The entity
recognizes a loss allowance for such losses at each reporting date. Critical estimates and
significant judgments made by management in determining the expected credit loss (ECL)

Financial liabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for financial
liabilities measured through profit or loss.

J) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is
its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for,
as follows:

» Raw materials: purchase cost using the weighted average cost method.

» Finished goods and work in progress: cost of direct materials and labour and a
proportion of manufacturing overheads based on the normal operating capacity, but
excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a

13
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nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course of operations of the Entity.

k) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation and a reliable estimate can be made of
the amount of the obligation. Where the Entity 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 when the reimbursement is virtually certain. The expense relating to any
provision is presented in the statement of financial performance net of any reimbursement.

Contingent liabilities

AIC Kithuru VTC does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

Contingent assets

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

1) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that meet
the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society
as a whole. The entity recognises a social benefit as an expense for the social benefit scheme at
the same time that it recognises a liability. The 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
fulfilling the present obligations represented by the liability.
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m) Service concession arrangements

AIC Kithuru VTC analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,
where a private party contributes an asset to the arrangement, the Entity recognizes that asset
when, and only when, it controls or regulates the services. The operator 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-life” assets, it controls, through ownership, beneficial entitlement or otherwise — any
significant residual interest in the asset at the end of the arrangement. Any assets so recognized
are measured at their fair value. To the extent that an asset has been recognized, the Entity also
recognizes a corresponding liability, adjusted by a cash consideration paid or received.

n) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bank account balances include amounts held at various commercial banks at the end of the
financial year.

0)  Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation. This been the first set of
financial statements there was no comparative figures.

p)  Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 2025.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity’s financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods.
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Estimates and assumptions.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control of
the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

-The condition of the asset based on the assessment of experts employed by the Entity.
-The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.

-The nature of the processes in which the asset is deployed.

-Availability of funding to replace the asset.

-Changes in the market in relation to the asset

6. Transfer from County Government

Capitation Grants 1,100,000
Total Government Grants and Subsidies 1,100,000

7. Grants from Development Partners

KCB Foundation

Total Grants from Development Partners 10,000
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8. Fees from Students

Tuition Fees 473,270
Total Fees from students 473,270

9. Use of Goods and Services

Teaching and learning materials 565,730

Water 16,830
Catering, conferences, and delegations 316,855
Travelling and accommodation 75,300
Licences and permits 5,000
Printing and stationery 17,100
Bank charges 378
Firewood 10,600
Total good and services 1,007,793

10. Employee Cost

Salaries and wages 442,800
Employee Costs 442,800

11.  Repairs and Maintenance

Computers and accessories 130,240

Total Repairs and Maintenance 130,240
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12. Cash and Cash Equivalent

Current Account Capitation Account 24,218
Operations Account 10,925
Total Cash and Cash Equivalents 35,143

13. Current Receivables From Exchange Transactions

Current Receivables
Student Debtors 196,070
Total Current Receivables 196,070

14. Trade and Other Payables from Exchange Transactions

Catering, conferences, and delegations 202,300
Salaries and wages 19,625
Computer repairs 2,650
Total Trade and Other Payables 224,575

15. Financial Risk Management

The entity’s activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The company’s overall risk management programme
focuses on unpredictability of changes in the business environment and seeks to minimise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
company does not hedge any risks and has in place policies to ensure that credit is only extended
to customers with an established credit history.

(i) Credit risk
The entity has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as trade and other receivables and available-for-sale financial investments.
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Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in the
statement of financial position are net of allowances for doubtful receivables, estimated by

the company’s management based on prior experience and their assessment of the current
economic environment.

The carrying amount of financial assets recorded in the financial statements representing the
entity’s maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

The customers under the fully performing category are paying their debts as they continue
trading. The 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 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.

(i) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity’s directors, who have
built an appropriate liquidity risk management framework for the management of the entity’s
short, medium and long-term funding and liquidity management requirements. The entity
manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within 12 months equal
their carrying balances, as the impact of discounting is not significant.

(iii) Market 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 design and effectiveness of its internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
and foreign exchange rates which will affect the entity’s income or the value of its holding of
financial instruments. The objective of market risk management is to manage and control market
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risk exposures within acceptable parameters, while optimising the return. Overall responsibility
for managing market risk rests with the Audit and Risk Management Committee.

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.

There has been no change to the entity’s exposure to market risks or the manner in which it
manages and measures the risk.

a) Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The company’s interest rate risk arises from bank
deposits. This exposes the company to cash flow interest rate risk. The interest rate risk exposure
arises mainly from interest rate movements on the company’s deposits.

Management of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

iv) Capital Risk Management
The objective of the entity’s capital risk management is to safeguard the entity’s ability to
continue as a going concern. The entity capital structure comprises of the following funds:

16. Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related
parties include management personnel, their associates and close family members.

17. County Government of Tharaka Nithi
The County Government of Tharka Nithi is the principal shareholder of AIC Kithuru VTC. The
County Government of Tharaka Nithi has provided full guarantees to all long-term lenders of the
entity, both domestic and external. Other related parties include:

i) The County Government.

i) The Parent Department.

iii) Board of Management;

iv) Key management
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18. Events After The Reporting Period

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

19. Currency
The. financial statements are presented in Kenya Shilling (Ksh) and the values are rounded

off to the nearest shilling.
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