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Obange V Training Centre
Annual Re rt and Financial Statements for the r ended 30th June 2022

I. Entity Information and Management

Background information(a)

Obange was incorporated/ established under the TVET Act/ 2013 Act (in 2015) The ennty is
domiciled Kenya and has no branches. The institute is under the county government of Kisumu rr the

departrnent

Vocational
Educatiorq ICT and Human resources development, this is under the directorate of

and Trainlng.

Obange V Training Centre is located in West Nyakach Location, Lower Kadianga subJocation
of West
located
from

Ward, Nyakach Sub County of Kisumu County. The Vocational Training Centre is
Kendu Bay-Homabay Road, approximately Eight kilometers away from Kong'ou market
towards Homabay.

The VTC surroturded by Rota market Obange secondary school, Obange primary school, Obange
Carholic and Sango Rota dispensary from a distant far

for
The

of constructing a VTC
is built in a 0.17 hectares plot that was donated by the community to the Catholic Church

It was in 1970 under the management of the Catholic Church to help train trainees who had just
frnished

training
education or those pupils who did not proceed to secondary school. That time, the

was called Sango Village Polytechnic which was later changed to be called Obange Youth

rt did
to be

for a few years when was still turder the management of the Catholic Church, which later left it
by community. The training Centre would then face a closure due to unavoidable
for quite some time and would later is revived by the ministry of youth affairs and sports rn

the year t2

Withthe constitution 2010, Youth Polytechnics were devolved and there was rebranding again that
the name Obange Vocational Training Centrebrought

The V Training Cenfe is currently under the County Government of Kisumu, Directorate of
v Education &Training. The centre registered by TVETA trnder TVET Act, 201 3 section 20( 1 )
with sfration certifi cate No TVETA/PUBLIC/VTC I OO I 4 I 20 I 5

offered

ICT
Building Technology/Masonry
Electrical and Electronics Technology
Fashion Design and Garment Making
Plumbing technology
Hair dressing and beauty therapy

l
2.

J.

4.

5.

6.

ll
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Key Information and Management (Continued)

processing technology
Vehicle technology

F and beverage technology

intoduced food and beverage Technology deparfrnent in the past financial year due to too
by trainees and community.

(b) Principal Activities
and relevant skills training

Skills development

To provide technical skills and practices that highly inrpact leading engagement of our trainees
m current technology

To trainees' success, prepare skilled workfiorce and build tomorrow's leaders by providrng
access to technical education.

ectives

Achieve and maintain high level of quality training
Ensure compliance with the Technical and Vocational Education and Training Act 2013, and
other relevant statutory and safety requirements.

(c Key Management

Board of Governors

County Directorate
Centre Management

7

8

9

The

much

lll
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended
30th June 2022 and who had direct fiduciary responsibility were:

(e) Fiduciary Oversight Arrangements

Audit and risk committee activities
Finance and operations committee activities
Academic committee activities
Development partner oversight activities
Other oversight activities/

I CECM Mr. John Awiti
2 Chief Officer Mrs. Peninah Onyango

3 Director Mrs. Paschalia Ouma

4 Cenfe Manager Ms. Neddy E. Abonyo

5 BOG chairman Mr. Meshack Ochieng Oyieko

l lv
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Key E Information and Management (Continued)

(0 Entity Headquarters

P.O. Box 61-401 I I
PAP ONDMI
KENYA

(g) Entity Contacts

Telephone : (254) 07 27 832 346
E-mail: obangevtc@gmail.com

(h) Entity Bankers

Cenfral Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Other Commercial Banks

Kenya Commercial Bank Limited
Kisumu Branch

P.O. Box 17-40101

Kisumu- Kenya.

Independent Auditors

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

Principal Legal Adviser

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

v
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II. The ouncil/Board of Governors

I II. Maiagement Team

Mr. Meshack Ochieng Oyieko was appointed the
Chairperson of the Board of Governors in February
2020. He is an electrician by profession and has vast
knowledge in telecommunication systems and tCT
systems.

1

Mr. Meshack Ochieng Oyieko- BOG
Chairman

2
A mechanical Engineer, he represents Engineering rn

the Board and also a member of the finance
infr astructure and administration sub committee

Eng. Nelson Okoth Ogonji

3 ffi. George Ouma Osiro
l

Represent finance and also chairperson ofthe finance
infr astructure and administration sub committee

4 lu.r. Ror. Were Ougo

Primary school teacher, representing technology and
also chairperson ofthe Education, research and
training sub committee

5 Mr. Peter Onyango Oranga

Representing leadership and management. A member
of the of the finance inli'astructure and administration
subcommittee.

6 Ms. Josephine A. Sirega

Representing ICT in the Board, Member of
Education, research and trarring sub committee

7 ] ur. eenjamin Okito
Member representing Industry. He is a businessman
and a member of the education, research, and training
subcommittee.

8 Mrs. Paschalia Ouma Director VET

9 Mr. Rawlings Angira Sub-County Administrator

10 Ms. Neddy E. Abonyo
secretary to the Board of Governors- has a Diploma in
ICT and Education management. Currently pursuing
bachelor's Science in Public Management

I ELEZABETH NEDDY ABONYO Overall, in charge ofthe cenfe

2
In charge of tainrng and developmentSOLOMON OTIENO SIREGA

J
HEADS OF DEPARTMENT In charge of respective departrnents

vl
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IV. Chairman's Statement

We the BOG of Obange vocational training Centre are delighted and thankful for entrusting us with the
authority to serve the rnstitution. Over the past year we have seen a very steady progress in our institution
ranging from rnfrastructure improvements to higher tainee enrolment therefore leadmg to many trainees
sitting for govemment trade test.

We are derivrrg our strength to progress on a three-year action plan. Key to the success of our action
plan is knowing the objective of our VTC, understanding where we are and fast moving to where we want
to be in future. We are all aware that the future of our youth today lies on hands on skills. Our action plan
is based on three pillars: Infrastructure, Finance and Marketing with which if properly addressed then we
stand many chances of producrng yorrths with the best technical skills.

On infrastructure, Our VTC is in a small chunk of land of 0. I 7 hectares, our manager is currently workrng
on findrrg title deed for the small piece, meanwhile we members have started engaging the surroundurg
landowners with the intentions of buying additional land for the institution. Obange VTC is an only
institution in the west Nyakach ward, thus serving four locations that are far wide a part. Our institution
now attracts students from far and wide. In this regard we have put a temporary hostel for male trainees
and converted a classroom for female tainees to use as dormitory as we wait to solve the land rnadequacy
issue then construct proper dormitories and modem workshops.

In the financial year 202112022 we were privileged to get training for our instructors and the chairperson
of board on safe guarding and child protection issues through our partner KUAP. The same organization
also took a section of the board, our manager and deputy on a differentiated and inclusive education
training. These trainings have brought great positive rmpact on how we handle individual tainees and
how to conduct ourselves as This partrer gave our institution Ksh. 100,000 a donation to buy machines
and tools for 3 deparhnents.

On finances, one of our key roles is to mobilize resources for the institution. First, we appreciate the
National government, county Government of Kisumu and CDF- Nyakach constituenry for always
fi.rnding us. The institution over the years has been ftmded by the national government and the County
government of Kisumu. However, the challenge is late disbursements of the funds paralyzing
implementation of planned activrties. We are now encouraging parents/guardians of these tainees to
execute their parental obligation by paying fee. Over the year, we have seen a very slight improvement in
the fee payment by parens and we hope it grows with time. We as the BOG of Obange, planned to have a
fi,rnds drive to aid some of our planned activities before end of financial year 202112022 but this did not
happen as we had so many actrvities going on. Therefore, we have planned to have this done in the next
financial year.

In the FY 202112022 ow institution went on a public road show and a skills exhibition held at our
institution with various stakeholders invited. Through this sensrtization we managed to convince trainees
from the immediate villages who have had a very negative perception about the school.

With our vision, mission, and core values in mind, we are committed to providing quality and relevant
skills to our trainees in line with our country's Vision 2030 development blueprint and the global
Sustainable Development Goals (SDGs). To achieve this, it is important for us to identiflz strategic areas

upon urhich to direct our efforts and resources.

However much we try to improve the quality of rarning in our institution, we are still faced with some
very severe challenges that need to be addressed as soon as possible. One such problem is the failure of

vll
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county
county

to employ instructors in our institution. We only have one instructor employed by the

Report of Chairman Continued

and dubs

speedily
the Centre manager, this against 9 courses offered at the VTC. We urge the county to work
ernploy instructors in our institutions enough for all trades in the institution. Many parents

and believe that the government has put a lot of fundrng in our TVET instrtutions following
what is to them by their local leaders, dris brings the challenge of poor fee payment by parent we
therefore the Coutty govemment to increase the capitation per child to help us in running these
VTCs. On note, we also urge the County to put little more focus on upcoming VTCs like Obange
with
conduct a

As BOG,
play our
certam
get links

We
the just
these

I take
VTC.
Kisumu,
staff and

all those

and equal distribution of tools and equipment, should there be. The Government should
of routine visits to our institutions to help know and understand them better.

are awzlre of our responsibility especially the role of mobilizing resources for the VTC, we
to find every necessary way to brrng resources to the institution We are awEue that there are

parh€rs who come direct to government offrces, our kind request is that you help us

them. We are glad this has happened before.

iate the county governments effort to organise a one-day workshop for BOG chairpersons in
financial year. We therefore trge the county government of Kisumu to rnitiate more of

and also to extend them to entire members of these boards.

opportunity to thank all stakeholders who are actively involved in the development of Obange
include the BOG, manager, instructors, National government and County Government of

yakach Constifuency, our sponsors, area leaders, and members of the community, non-teaching
of Obange VTC among others. I am personally humbled by the diverse contibutions of

involved both individually and collectively and believe that together we shall make our
Traimng Cenfre a better place for generations to come

O. Oyieko

vllt
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v. of the Principal

I feel to present the financial statement for the year ended 2O2ll2O22 on behalf of the BOG,
staff, and of Obange Vocational Trarning Centre. In the pastyear we have encountered massive

which includes increased trainee enrolment to infrastructwe. Obange VTC is providing
relevant
include

skills in 9 trade areas along with other five general subjects. The general subjects

skills

skills

general education

skills education

drawing

With this education our trainees can rely on self to make a living.

Apart the improvements noticed in the past year, it is also important to note that;

are technological evolvements that make trends change daily, the VTC focuses on
and putting provisions for the emerging tends.

must get adequate, relevant skills training

enhance motivation and welfare of staff trainees and other stakeholders.

Though ly recovering from the pandemic and being affected by the govemment's initrative of 100%

to secondary school, our VTC still managed to increase enrolment from the previous 104
trarnees 137. We still project that it will further go up in the coming FY 202212023

Exa

During

a

a

a

a

a

I Training Centre
and Financial Statements for the ended 30th June 2022

past year our trainees were trained and evaluated both intemally and extemally. Our
use right pedagogy to equip trainees wrth adequate and relevant skills that would place them
competitive market of skills in this regard, 36 trainees from our institution sat for government

n2O2l12022 financial year. Dunng the past financial year,25 Of our trainees graduated in the
graduation held in March2022

funders are the national Government and county Govemment of Kisumu. We also appreciate

of Nyakach constituency development firnd board for consistently standing with us rn provision

a

a

a

Our
the

1X
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of bursary for our needy trainees. In the financial year 202112022,we received a total of Ksh. 4,55910,66

collectively &om the national government, county government of Kisumu, parent funding, Nyakach
constituency development fund constituency development fund. Though we received this in the financial

Report of the Principal Continued

year 202112Q22, a part of it was meant for the financial year 20201202 1 . The disbtrsements were as

follows.

r Ksh. I,3651000 County grant meant for 202Ol2O2l
. Ksh. 682,500 national govemment grant meant for 2A20/2021
r Ksh. 765,000 CounW Grant for 2O2ll2O22
o Ksh. 765,000 colrnty grant for 202112022
r Ksh. 480,000 Nyakach constituency CDF
o Ksh. 120,566 parent funding
o Ksh 381,fi)O donations from NGO

Our infrastructure

The institution is built in a 0.17 hectares plot that was donated by the community to the Catholic Church
for purposeo of constructing a VTC. It has the following.

i. Two buildings each containing two classrooms. (CDF)
ii. A double room: one room used as office of the manager and instructor's room.
iii. Two pit latrines each with two doors (CGK)
iv. Temporary shade for Masonry (SVTCG 2ol8l20l9)
v. Temporary kitchen
vi. A gated a barbed wired fence.
vii. Twin workshop (CGK/National Govemment grant FY 2O2O|2O21 &202112022)

During thO year 202112022 we completed construction of a twin workshop which was initiated in the
financial year 202012021 . The workshop is already in use hosting fashion design and hardressing
deparrnents. The idea behind this construction was to use firnds meant for instructional materials and
combrnatiOn of other vote heads as authorised by the national government during the pandemic.

Co-curricu lar activities
In the past year, we participated in sports activities from zonal and proceeded to corlnty sports with
netball, volley ball boys and football girls. It was a good experience after the long suspension of games
due to the pandemic. We also participated in the graduation ceremony that took place at the county level.
Our institution in collaboration with a non-governmental organzation called KUAP organized a trade fair
at the institution in the last financial year, this increased our enrolment in the financial year.
In the past financial year, our urstitution partook two road shows intended to help increase enrolment.

x
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are admitted in the VIC and given admission numbers according to their arrival. They are

and showed around the institution. The trainees read and sign rules and regulations
Principal Continued
in a file in the office of the deputy. The trainees elect their leadership by vying and secret

the staffbecome their election officials

has only one instructor eryloyed by the county govemment. The instructor also dubs as the

the institution. We have 8 instructors, I security guard and a cook. During the financial year,

food processing deparment ard bougbt a few tools, equipment ard cmsumables for it
of instuctors as follows

NO. Course Deftlt

1. Bullding Technology 1

2. Fashion Design & Garment Making 1

3. Plumbing technology 2

4. lcr 1

5. Electrlcal Technology 1

6. Motor Vehicle Technology L

7 Metal Processing Technology 1

8. Hair dressing and beauty therapy 2

9. Food and beverages Technology 1

is built in a lake region, therefone fishing is the major economic activity in the region.
our tarnees

experienced low trainee enrolrnent 2020D021 w
occasioned by the Covid 19 pandemic. This made some tainees who were ready to sit for exams

as reopening dates and exam dates, were most of the time postponed.

depeir& entirely on governmelrt funding 202A202lKisumu cormty grant did not arrive
incapacitated or:r operations.

xl
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is in an area that is normally affected by floods, this affects us in many ways.

of Principal Continued

of buildings are normally damaged.

latrines normally collapse or are easily fuIl

frees are da:naged

It our studeirts because they normally must move away from this area to look for safer

to stay

t7
has had a stoady increase in enrohnent since 2018; we have a small piece of land measuring
The land is already overcrowded as our frainees have increased in number and some even

rfsiding the compound.

also lacks modern workshops with stateof-the-art equipment. We have only two small
whose floors are damaged by foods day in day out. We are currently constructing a twin

but with a lot of financial constrains

It k" opportunity to thank all our stake holders for their tmwavering support in helping us to achreve

mission of skills development

Abonyo

bur

Neddy

Cente
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VI. Statoment of Performance against Predetermined Objectives

Obange VZC derived its sfength to achieve a slight improvement in the financial year 202112022 from a
formed 3-year Action plan of the financial year 202012021 which had the following three strategies

o Pillar l: Infrastructr,re

o Pillar 2: Finance

o Pillar 3: Marketrrg

Obange VTC develops its annual work plans based on the above 3 pillars. Assessment of the Board's
perfbrmance against its annual work plan is done on a quarterly basis. The Obange VTC achieved its
performance targets set for the FY 202112022 period for its strategic objective pillars, as urdicated m the
diagram below:

Resource

mobilzation
Fund's &ive

Grants from
national

Availability of
funded activities

Land

- Find title deed

for the current
land

Engage

Landowners
with intentions
of buying land.

Title deed Processes still underway

Boarding Facility
Construct a

boarding facility
for trainees

A temporary
boarding facility
started

Female temporary male
and female dormitory
struchlres constructed

Infrastructure

Workshop Construct new
workshops

Twrn workshop
constucted

Construction of a twin
workshop

I

Finance

xlll

Activities not yet
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Governance Statement

The BOG
Board of Governors members
members were appointed in accordance with First Schedule Section 28(1)(a) and the
section 1 &2 of TYET Act No 29 of 2013 on24h February 2020Second

of the Board of Governors is as follows
a)a
b)a of the minister/CECM in the deparunent responsible for technical and vocational

ofthe county Governor; and

Six other appointed based on their knowledge and experience in-
and management.

management.

commtrnication technology

of the Board of Governors
The is responsible for

c)a

1)

2)

3)

4)

s)

6)

r)

2)

3)

4)

mission and vision of the Centre.

the aims and objeaives of the centre

strategic directions for the Centre

performance agarnst strategic objectives

xlv

Government

Grants from
County

Fee payment

Partnerships

Marketir ob Engaging media
houses and road
publicity

Road show lncreased

enrolment
Increase in enrolment

Parfrrers from non-
govemmental

organization
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5) links and communication between the Centre and the wider community

6) ing and resource mobilization

Rem of the Board of Governors members
The BOG te paid a sitting allowance for every meeting attended. The sitting allowance paid to
the is disclosed in the financial statements.

The Board Governors meetings
of the full board are held at least once every quarter in a calendar year. In order to facilitate

the smooth
such terms

of its affairs, the BOG establishes such committees with the membership and with
reference as it may deem fit. During the financial year 2O2ll2O22 two full board and one
meetings were held.

The committees were in place durrng the 2021/2022 financial year
l) research and taining

2) urfrastructure and Administration

Frnance, and Administation committee is responsible for the following:
recommendations to the BOG on annual budgets in the light of the overall plan, the

operating budgets and other relevant information;

advice to the BOG on the needs of the Centre as established by its plans

the Center's financial strategy for approval by the BOG;

with strategic issues conceming financial risk management and advising the BOG

the Center's annual financial statements and reporting to the BOG

and training committee is responsible for the followrng
and trainee welfare

t.

ii. Gi

lu.

iv.

v.

Education
l.

ii.

XV
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Discussion and Analysis

O!ange exists to transform lives. This is our purpose; the driving force behind everything we do
lt' what us to deliver our strategy, which is founded on 3 pillars: ffiastruchre, financing the

marketing our institution each year to see improved errolnent and to prodrce more
year. To achieve this, we majored on the, following social corporate responsibilities

And Sustainability Reporting Statement

ocational Training Cenfre exists to tansform lives. This is our purpose; the driving
everything we do. It's what guides usi to deliver our strategy, putting the

first delivering relevant goods and services, and improving operational
Below is a highlight of stategies and activities that promote the organisation's

ve.

bility stratery and profile

sustainable strategy lies much on parbrerships and marketing of our institution to
our objective of quality relevant technical skills for youths.

Obange

xvl
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welfare

(Gi account of the policies guiding the hiring process and whether they take into
the gender ratio, whether they toke in stokeholder engagements and how often

they improved. Explain efforts made in improving skills and managing careers,
and reword systems. The organisotion should also disclose their policy on

and compliance with Occupational Safety and Health Act of 2007, (OSHA)

place practices.

a

The organisation should outline its efforts to:
Responsible competition practice.
Explain how the organisation ensures responsible competition practices with
issues like anti'comrption, responsible political involvement, fair competition and
respect for competitors.
Responsible Supply chain and supplier relations- explain how the organisation
maintains good business practices, ffeats its own suppliers responsibly by
honouring confracts and respecting payment practices.
Responsible marketing and advertisement-outline efforts to maintain ethical
marketing practices.
Product stewardship- outline efforts to safeguard consumer rights and interests.d

statement may also include how the organisation promotes education, sports,

, labour relations, staff training and development, water and sanitation
iatives)

Social Responsibility / Community Engagements

Obange VTC the community members as casual labourers. In the year 202112022, the institution
helped dig and drainages in the community that were very helpful when the rains came. We have
also actively
of the Kong'

in cleaning of Rota market. Our instructors and trainees participated in the repair

We also
institution

Sango Rota road in constructing gabions.
computer packages lessons to the community which in turn generates income to the

b

c

xvll
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Report of the Council/Roard of Governors

Council,/Board utcutbem stttrtttit tlrcir report togcther with lhc arrtlitcd finalrcial statclncnts

the year ended Jurrc 30, 2022. which s,n* iit!-.rotc ol'the obartgc vocatiottal 'l'raining

's affairs.

sctivities

principal activities of the entity are haining and skills development

results ofthe entity for the year ended June 30 are set out on page t-34

of Governors

members of the Board /council who served during the year are shown on page lv

Auditor responsible for statutory audit of Obange vocational Training
General ls the the

m accordance with Article 229 of the Constitution of Kenya and the Public Audil Act

I 5 or YYZ C,ertified Public Accountants wer€ nominated by the Auditor General to carry out

audit of Obange Vocational v yearlperiod endd June 30, 2022,m
Ore Training Centre for the

to secton 23 of the Public Audit AcL 20 5 which empowers the Auditor General to

an auditor to audit on his behalf,

Order of the Board

I

of the Board/Council

umu

xvlll
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XL Statement of Board of Governors/ Council's Responsibilities

Section 81 of the Public Finance Management Act,2Ol2 and (section 14 of the State Corporations Act,
and section 29 of schedule 2 of the Technical and Vocational Education and Training Act,20l3 require
the council members to prepare financial statements in respect of that Obange Vocational Training
Centre, which give a true and fair view of the state of affairs of the Obange Vocational Training Centre at
the end of the financial yearlperiod and the operating results of the Obange Vocational Trainlng Cente
for that yearlperiod. The Council members are also requred to ensure that the Obange Vocational
Trainrng Centre keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Obange VTC. The council members are also responsible for safeguarding the assets of the
Obange Vocational Trainrng Centre.

The Council members are responsible for the preparation and presentation of the Obange Vocational
Training Centre's furancial statements, which give a true and fair view of the state of affairs of the obange
I,TC for and as at the end of the financial year ended on June 30, 2022.This responsibilrty includes: (i)
marntaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period, (ii) maintainng proper accotmting records, which disclose with
reasonable accuracy at any time the financial position of the entity, (iii) designing, implementing and
marntaining 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 Obange Vocational Training Centre, (v) selecting and applying appropriate
accounting policies, and (vi) making accounturg estimates that are reasonable in the circumstances.

The Council members accept responsibility for the Obange's Vocational Trarning Centre furancial
statements, whrch have been prepared using appropriate accounting policies supported by reasonable and
prudent judgements and estimates, in conformity with lntemational fublic Sector Accoturting Standards
(IPSAS), and in the manner required by the PFM Ac! 2Ol2 and section 14 of the State Corporations Act,
and section 29 of schedule 2 of the Technical and Vocational Education and Training Act,20l3. The
council members are of the oprnion ttrat the Obange Vocational Training Centre's financial statements give
a true and far view of the state of Obange Vocational Training Centre's transactions during the financial
year ended June 30, 2022, and of the Obange Vocational Training Centre's furancial position as at that
date. The Council members further confrm the completeness of the accotmting records maintaured for the
Obange Vocational Trarring Centre, which have been relied upon in the preparation of the Obange
Vocational Training Centre's financial statements as well as the adequacy of the systems of intemal
furancial control.
Nothing has come to the attention of the Council members to indicate that the Obange Vocational
Training Centre will not remain a gorng concern for at least the next twelve months from the date of this
statement

Approval of the financial statements

Vocational Trainurg Centre's financial statements were approved by the Board on
and signed on its behalf by

affi
Name l4ct?/+44/ c LJY f6ta Name Et-r246e,1i+ NED} fi-6ot tp

Accou nting Offi cer/Principal

The

Chairperson of the Board/Council

xlx



Telephone: +254-QO) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n hu n t' i ng A cctttt tr t u h i I i t.t'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-oo1oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON OBANGE VOCATIONAL TRAINING
CENTRE FOR THE YEAR ENDED 30 JUNE, 2022

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualifisd Opinion

! have audited the accompanying financial statements of Obange Vocational Training
Centre set out on pages 1 to 31, which comprise of the statement of financial position as
at 30 June, 2022, and the statement of financial performance, statement of changes in
net assgts, 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
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other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Obange Vocational Training Centre as at
30 June, 2022, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Technical and Vocational Education and Training Act, 2013 and the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

The financial statements reflect opening balances from 202012021 financial year which
was not supported with audited financial statements for the year ended 30 June, 2021.
Further, the statement of financial performance and as disclosed in Note 11 to the
financial statements reflects use of goods and services expenditure amount of
Kshs.2,986,968 while the statement of comparison of budget and actual amounts reflects
an expenditure of Kshs.2,989,668 resulting to an unexplained and unreconciled variance
of Kshs.2,700.

ln addition, the statement of comparison of budget and actual amounts reflects total
expenditure performance difference amount of Kshs.4,565,312 which differs with the
recomputed amount of Kshs.4,412,712 by an unexplained and unreconciled variance of
Kshs.152,600.

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

2. Unsupported Expenditure on lnstructional Materials

The statement of financial performance reflects an amount of Kshs.2,986,968 in respect
of use of goods and services, as disclosed in Note 11 to the financial statements. The
amount includes an amount of Kshs.1,950,665 in respect of instructional materials which
further includes payments totalling to Kshs.1 ,616,220 which were made to different
suppliers. However, these payments did not have supporting documents such as user
requisitions, goods received notes, inspection and acceptance reports and the respective
stores records showing how the goods were taken on charge.

ln the circumstances, the accuracy and completeness of the expenditure amounting to
Kshs.1,950,665 incurred on instructional materials could not be confirmed.

3. Unsupported Board Expenses

The statement of financial performance reflects an amount of Kshs.113,500 incurred on
Board/Council expenses for the year under review. Review of records provided revealed
that there was no attendance register for the Board containing the signed attendance
sheets for Board members provided for audit review. Further, there was no evidence that
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Board members were being notified of such meetings at least fourteen (14) days before
a meeting is held as prescribed by Section 11(2) of the Technical and Vocational
Education and Training Act, 2013.

ln addition, the Board minutes were not duly signed by the leadership of the Board, the
Chairperson and Secretary to the Board, and there was no indication of the minutes'
confirmation as the true deliberations in the subsequent meetings.

ln the circumstances, the accuracy and completeness of the expenditure amounting to
Kshs.1 13,500 incurred on Board expenses could not be confirmed.

4. Unsupported Repairs and Maintenance

The statement of financial performance and as disclosed in Note 14 to the financial
statements reflects expenditure amounting to Kshs.961,820 in respect of repairs and
maintenance. However, the expenditure includes an amount of Kshs.460,750 incurred on
repairs of the roofs and doors of two classrooms which was not supported with requisite
documents such as bills of quantities, local purchase/service order, quotations, tender
evaluation minutes, and letters of award and acceptance.

ln the circumstances, the accuracy and completeness of the expenditure amounting to
Kshs.961,820 incurred on repairs and maintenance could not be confirmed.

5. Unsupported Gash and Cash Equivalents

The statement of financial position and as disclosed in Note 15 to the financial statements
reflects a balance of Kshs.7,620 in relation to cash and cash equivalents. The balance
comprised of Kshs.3,155 and Kshs.1,765 held in two bank accounts and Kshs.2,700 in
respect of cash at hand. However, the cash book balances of the two bank accounts were
not certified by a Board of Survey Committee duly appointed by the Accounting Officer as
required.

Further, Management did not provide any evidence to support the cash balance of
Kshs.2,700 such as the cash book and Board of Survey report.

ln the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Ksh.7,620 could not be confirmed.

6. Non-Disclosure of Inventory in the Financial Statements

The statement of financial position did not include the value of inventories while no duly
signed stock sheets were provided for audit. Further, no quarterly and annual stock taking
was done by the Centre.

!n addition, electrical, building materials and other consumables in the stores were not
valued and reported in the financial statements.

ln the circumstances, the accuracy, completeness and valuation of the Centre's
inventories balance could not be confirmed.

7. Unsupported Property, Plant and Equipment

Management did not disclose any balance in respect of property, plant and equipment
despite the fact that the Centre has buildings, office furniture, computers, and sewing
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3



machines in their classrooms, and the land in the financial statements. Further, the Centre
does not have a finance policy and procedures manual to guide it on the rates of
depreciation and amortization of the property, plant and equipment it owns.

ln addition, the Centre did not prepare a fixed asset register to track all the assets.

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

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

Key Audit Matters

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

Other Mafter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.9.896,500 and Kshs.4,559,066 respectively
resulting to an under-funding of Kshs.5,337,434 or 53o/o of the budget. Similarly, the
Centre spent Kshs.4,687,788 against an approved budget of Kshs.9,100,500 resulting to
an under-expenditure of Kshs.4,412,712 or 48o/o of the budget.

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Non-Compliance with the Public Sector Reporting Template

Review of the financial statements revealed that the report of the Council/ Board of
Governors is not signed by the Board Secretary. Further, the report indicates that'XYZ
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Certified Public Accountants were nominated by the Auditor-General' whereas it is the
Auditor-General who audits the Centre. ln addition, the financial statements reflect'xxx'
in the notes to the financial statements instead of the relevant information respectively.

ln the circumstances, the financial statements have not been prepared in accordance with
the recommended reporting template and guidelines issued by the Public Sector
Accounting Standards Board.

2. Failure to Prepare and Submit Financial Statements for Audit

Review of records and information revealed that the Centre started operations in 2015
under the Ministry of Education and Technology but Management has never prepared
and submitted financial statements for audit. This contravened Regulation 101(4) of the
Public Finance Management(National Government) Regulations, 2015 which states that
"an Accounting Officer shall prepare the financial statements in a form that complies with
the relevant accounting standards prescribed by the Public Sector Accounting Standards
Board, not later than three months after the end of the financial year and submit them to
the Auditor General with a copy to the County Treasury, the Controller of Budget and the
National Treasury."

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

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Lack of lnternal Audit Function and Audit Committee

During the year ended 30 June, 2022, the Centre operated without an lnternal Audit Unit
and an Audit Committee contrary to Section 73(1)(a) of the Public Finance Management
Act, 2012 which states that "every National Government entity shall ensure that it
complies with this Act and-has appropriate arrangements in place for conducting internal
audit according to the guidelines of the Accounting Standards Board." and sub-section
(5) which states that "every National Government public entity shall establish an internal
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auditing committee whose composition and functions are to be prescribed by the
regulations".

!n the circumstances, risks and weaknesses existing in the systems of internal controls
could not be confirmed.

2. Lack of a Risk Management and ICT Policy

During the year under audit, Management did not develop a Risk Management Policy and
an lnformation Communication Technology (lCT) Policy. This is contrary to Regulation
165(1) of the Public Finance Management (National Government) Regulations, 2015
which requires the Accounting Officer of a National Government entity to develop risk
management strategies, which include fraud prevention mechanism; and a system of risk
management and internal controls that builds robust business operations.

In the circumstances, the Management lacks a mechanism to help in detection and
mitigation of any possible risks on its systems.

3. Lack of Human Resource Policy, Scheme of Service and Staff Establishment

During the year under review, the Centre did not have a human resource department or
formulate a human resource policy, scheme of service and staff establishment, to guide
on administrative and personnel matters. This is contrary to Human Resources Policies
and Procedures Manual for the Public Service, 2016 which bestows the Public Service
Commission and Management with roles and functions which include setting and
overseeing the overall human resources strategy, terms of service of employees and
approval of significant policies of the organizational structure of the Centre.

ln the circumstances, it was not possible to confirm whether the total staff in employment
of the Centre was the optimal number required for effective operations.

4. lnadequate Staffing

Review of records revealed that the Centre has not been put under the mentorship
program. Further, the Centre has only nine (9) member of staff who are the instructors of
the various courses while key personnel are lacking in other departments. For instance,
the Centre does not have a qualified accountant responsible forthe preparing the financial
statements and maintaining proper books of accounts.

ln the circumstances, the inadequacy of critical staff may lead to low enrolment of
students which may lead the Centre not achieve its objectives.

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 internalcontrol, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report ofthe Audilor-General on Obonge Vocational TrarlinSCentrefor theyear ended 30 June, 2022
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Responsibilities of Management and the Board of Governors

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

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

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

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

The Board 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
manae,ement, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in

an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Report of the Auditor-General on Obange Vocational Training Centre for the year ended 30 June, 2022
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Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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

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

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

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

Reporl ofthe Auditor-General on Obange Vocational Training Centrefor the year ended 30 June, 2022
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I com unicate with Management regarding, among other matters, the planned scope and
timi of the audit and significant audit findings, including any significant deficiencies in

I controls that are identified during the audit.

I also rovide Management with a statement that I have complied with relevant ethical
requi
other

ble, related safeguards.

CPA ncy Gathungu, CBS
-r., E L

29 ,2023

Auditor-General on Obange Vocational Training Centrefor the year ended 30 June, 2022
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regarding independence and communicate with them all relationships and
that may reasonably be thought to bear on my independence, and where

appl
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Vocational Training Centre
and Financial Statements for the ended 30th June 2022

XIII. Statement of Financial Performance for the year ended 30 June 2022

notes set out on pages 6 to 29 form an integral part of the Annual Financial Statements.

Frnancial Statements set out on pages I to 5 were signed by:
i

rhel
l

l

I

Chf irman of CounciUBoard Finance Officer

ICPAK No at fBQ

Date \<{s\'+S

W
Principal

I

from Non-Exchan transactions

6 2.212.500.00 1.822.500from other National Government entities

7 38 t.000.00Grants from donors and development partners

from other levels of GK 8 1.365.000.00

3,958,500.00 1,822,500

Reven*e from Exchange transactions

9 120.566.00 186.000Rendeiing of services- fees from students

l0 480,000.00 310.000Other frrcome-CDF-

Revenhe from Excha nge transactions 600566.00 496,000

4559066.00 2318.500Total ilevenue

Expedses

Use of eoods and services ll 2.986.968.00 r.666.745

Empl<iyee costs t2 625,500.00 318,750

8l.000Board /Council Expenses t3 1 13,500.00

Repails and maintenance t4 961.820.00 400,950

Total Expenses 4,687,788.00 2467,445

Otttel Gains/(Losses) (128,722'l (148,945)
0 0Gain bn sale of assets

Tota Other Gains/(Losses) 0 0)

Net lurnlus for the vear (128,7221 (148,945)

Attri rutable to

0 0Surp us(deficit) attributable to mrnority interest

0 0Surp lus attributable to owners of the controlling entity

(128,72211 (148,945))

o{" /llosfuzs Date rq I or\ p*t



Oba Vocational Training Centre
Annual and Financial Statements for the year ended 30th June 2022

xrv. Statement of Financial Position as at 30th June 2022

The Statements set out on pages I to 5 were signed by

Chairman CounciUBoard Finance Officer Principal

ICPAK No OsK (

la n"t" \dos1}}

2

Assets

Current Assets

Cash and cash equivalents 15 7,620.00 136.342

7,620.00 136342

Non-Curlent Assets

Long tern receivables from exchange transactions 000 0.0

Propertv and 0.00 0

0 0

Total Ass :ts 7,620.00 136342

Liabilitier

Current iabilities

Trade and rther payables from exchange fansactions 0 0

0 0

Non-Curr ent Liabilities

Finance ler se obligatron 0 0

0 o

Total Liat ilities 0 0

Net Assets 7.620.00 136342

Reserves 0 0

Accumulatr :d Surplus 7.620.00 136342

Capital Fur d 0 0

Total Net r ssets and Liabilities 7.620.00 136342

ox" f7 6r 23 nate l] ps
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Obange lVocational Training Centre
Annual Report and Financial Statements for the year ended 30th June 2022

X\{. Statement of Cash Flows for the year ended 30 June2022

The Frnanciil Statements set out on pages I to 5 were signed by

Cash floun from operating activities

6 2.212,500 00 1.822.500Transfers fom National government entities/govt. Grants

Receipts

0Transfer fiom counW government 8 I,365,000.00

7 381.000.00 0Transfer from development partners

9 120.566.00 186,000Renderrng services fee from students(Lunch program)

l0 480,000.00 310,000Other income- Nyakach CDF

2318.500Total Receipts 4,559,066.00

12 625,500.00 318,750Compensation of employees

Payments

il 2,986,968.00 1,666,745Use of goods and services

t4 961.820.00 400.950Repair. Maintenance & Improvements

l3 r 13,500.00 81,000Board/Coutcil Expenses

2.467.445.Total Pavhents 4,687,788.00

(148,945)Net Cash Elows from operating activities 16 (128,7221

0 0

Cash flows from investing activities

Purchase of property, plant, equipment and intangible assets

0Net cash flows used in investins activities 0

Cash flows lfrom financing activities

00Proceeds From Borrowing

0 0Net cash flqws used in financing activities

Net Increasb/(Decrease) in Cash and Cash equivalents (128,722) (148,945)

15 136.342.00 285,287Cash and CAsh equivalents at 1 JULY

l5 7,620.00 ts6342Cash and Chsh equivalents at 30 JUNE

Chairman of CounciUBoard Finance Officer
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Obangt Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

I

XVIII. Notes to the Financial Statements

General Information
Obange Vocational Training Cenfre entity is established by and derives its authority and

accountability from Tvet Act. The entity is wholly owned by the Government of Kenya
and is domiciled in Kenya. The entity's principal activity is training

Statcment 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 (fPSAS) allows the use of estimates and assumptions. It
also requires management to exercise judgement in the process of applying the Obange
Vocational Training Cenfie's accounting policies. The areas involving a higher degree of
judgement or complexity, or where assumptions and estimates are significant to the
financial statements, are disclosed in Note xx.

The financial statements have been prepared and presented in Kenya Shillings, which is
the functional and reporting currency of the Obange Vocational Training Centre.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, the TVET Act, (include any other applicable legislation), and
International Public Sector Accounting Standards (IPSAS). The accounting policies
adopted have been consistently applied to all the years presented.

2.
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Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

3. Adoption of New and Revised Standards

l. Relevant new standards and amendments to published standards effective for
the year ended 30 June 2022.

IPSASB deferred the application date of standards from lst January 2022

owing to covid 19. This was done to provide entities with time to effectively
apply the standards. The defenal was set for lst January 2023.

it New and amended standards and interpretations in issue but not yet effective
in the year ended 30 June 2022.

{tandard
Effective date and impact:

TPSAS 41:

Financial

Instruments

Applicable: 1't January 2023:

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

reporting of financial assets and liabilities that will present relevant and

useful information to users of financial statements for their assessment

of the amounts, timing and uncertainty of an Entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29,by'.

. Applying a single classification and measurement model for

financial assets that considers the characteristics of the asset's

cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model

that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that broadens

the hedging arrangements in scope of the guidance. The model

develops a strong link between an Entity's risk management

strategies and the accounting treatment for instruments held as

part of the risk management strategy.

7



Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

Standard Effective date and impact:

)
IPSAS 42:

Social

Benefits

Applicable: 1" January 2O23

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a reporting

Entity provides in its financial statements about social benefits. The

information provided should help users of the financial statements and

general-purpose fi nancial reports assess:

(a) The nature of such social benefits provided by the Entity;

(b) The key features of the operation of those social benefit schemes;

and

(c) The impact of such social benefits provided on the Entity's financial

performance, financial position and cash flows.

Amendments

to Other

IPSAS

resulting from

IPSAS 4I,

Financial

Instruments

Applicable: lst January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the

components of borrowing costs which were inadvertently omitted

when IPSAS 41 was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

c) Amendments to TPSAS 30, to update the guidance for accounting

for financial guarantee contracts which were inadvertently

omitted when IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on classifoing

financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently omitted when IPSAS 41 was issued.

()
Other

improvements

to IPSAS

Applicable I't January 2023

o IPSAS 22 Disclosure o/' F'inancial ln/brmation about the (ieneral

Government Sector,

8



Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

itandard Effective date and impact:

Amendments to refer to the latest System of National Accounts (SNA

2008).

o /PS7S 39: timployee llenefits

Now deletes the term composite social security benefits as it is no longer

defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 4l which is applicable from l't January 2023.

IPSAS 43 Applicable 1"' January 2025

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 cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable l"' 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.

iii. Early adoption of standards

(The entity) did not early-adopt any new or amended standards inyear 2022

9



Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 30th June 2022

4. Surnmary 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
meastned at fuir value and recogntzed 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. Recurrent grants are recognized
in the statement of comprehensive income. Development/capital grants are
recognized in the statement of frnancial position and realised in the statement of
comprehensive income 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.

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

lnterest 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.

Dividends

Dividends or similar distributions must be recognized when the shareholder's
or the entity's right to receive payments is established.

10



Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

4 Summary of Significant Accounting Policies (Continued)

a) Revenuerecognition (Continued)

ii) Revenue from exchange transactions (continued)

Rental income

Rental income arising from operating leases on investment properties is

accormted for on a straight-line basis over the lease terms and included in
revenue.

b) Budget information
The original budget for FY 202112022 was approved by the Council or Board on
17/12/2022 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
Obange VTC upon receiving the respective approvals in order to conclude the final
budget. Accordingly, the entity recorded additional appropriations on the FY
202112022 budget following the CounciU Board's approval.

The Obange VTC'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 staternent of financial perforrnance, whereas the budget is prepared on a 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.

A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the
statement of financial performance has been presented under section .rrx of these
financial statements.

c) Taxes

Current income tax
The entity is exempt from paying taxes as per schedulexxr of thexxr Act.

Sales tax/ Value Added Tox

Expenses and assets are recognized net of the amount of sales 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 exp€nse

item, as applicable.

ll



Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

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.

Notes to the Financial Statements (Continued)

d) Investment property
lnvestment 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. Subsequent to initial recognition, investment

properties are measured using the cost model and are depreciated over a period of

.xxr years.

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 of the items. 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.
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Obange Vocational Training Centre
Annual f,,eport and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

4 Sunmary of Significant Accounting Policies (Continued)

0 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 minirmrm 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 so as to achieve a constant rate of interest
qr 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 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 a-sset 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
irrcidental to ownership of the leased item to the Entity. Operating lease payments

arc recognized as an operating expense in surplus or deficit on a straight-line basis
over the lease term.

g) Irtangible assets
Irttangible 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 ary accumulated amortization and accumulated impairment losses.

Internally generated intangible assets, excluding capitalned 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 either finite or indefinite

h) Rcsearch 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

Following initial recognition 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.

14
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Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

i) Financialinstruments

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments:
Recognition and Measurement are classified as financial assets at fair value
through surplus or deficit, loans and receivables, held-to-maturity investments or
available-for-sale financial assets, as appropriate. The Entity determines the

classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial
measurement, such financial assets are subsequently measured at amortized cost
using the effective interest method, less impairment. Amortized cost is

calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the effective interest rate. Losses arising
from impairment are recognized in the surplus or deficit.

Held-to-nuturity

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Entity has the positive
intention and ability to hold it to maturity. After initial measurement, held-to-
maturity investments are measured at amortized cost using the effective interest
method, Iess impairment. Amortized cost is calculated by taking into account
any discount or premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The losses arising from impairment are recognized
in surplus or deficit.

Impairment of linanc ial assets

The Entity assesses at each reporting date whether there is objective evidence
that a financial asset or an entity of financial assets is impaired. A financial asset

or an entity of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that has

occurred after the initial recognition of the asset (an incurred'loss event') and
that loss event has an impact on the estimated future cash flows of the financial
asset or the entity of financial assets that can be reliably estimated. Evidence of
impairment may include the following indicators.
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4

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

i) Financial instruments (Continued)

Fi nancial assets (Co nti nued)

I mpai rment of financial assets (Co ntinued)

difficulty
', Default or delinquency in interest or principal payments

reorganization

flows (e.g. changes in arrears or economic conditions that correlate with
defaults)

Financial liabilities

I nitial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial
liabilities at fair value through surplus or deficit or loans and borrowings, as

appropriate. The Entity determines the classification of its financial liabilities at
initial recognition.
All financial liabilities are recognized initially at fair value and, in the case of
loans and borrowings, plus directly attributable transaction costs.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest method. Gains and losses
are recognized in surplus or deficit when the liabilities are derecognized as well
as through the effective interest method amortization process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and foes or costs that are an integral part of the effective interest rate.

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:

proportion of manufacturing overheads based on the normal operating capacity,

but excluding borrowing costs
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Notes to the Financial Statements (Continued)

4 Summary of Significant Accounting Policies (Continued)

Inventories (Contin ued)

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

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.

Co ntingent liabilities
The Entity 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

The Entity does not recognize a contingent asset but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occulTence 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.
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Notes to the Financial Statements (Continued)

4 Summary of Significant Accounting Policies (Continued)

D Nature and purpose ofreserves

The Entity creates and maintains reserves in terms of specific requirements. (Entity
to state the reserves maintained and appropriate policies adopted).

m) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively.
The effects of changes in accounting policy are applied prospectively if
retrospective application is impractical.

n) Employee benefits

Retirement benefit plans
The Entity provides retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which an entity pays
fixed contributions into a separate entity (a fund) and will have no legal or
constructive obligation to pay further contributions if the fund does not hold
sufficient assets to pay all employee benefits relating to employee service in the
current and prior periods. The contributions to fund obligations for the payment of
retirement benefits are charged against income in the year in which they become
payable.

Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on
the projected unit credit method basis. Deficits identified are recovered through
lump sum payments or increased future contributions on proportional basis to all
participating employers. The contributions and lump sum payments reduce the post-
employment benefit obligation.

o) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of
exohange on the date of the transaction. Trade creditors or debtors denominated in
foreign currency are reported at the statement of financial position reporting date by
applying the exchange rate on that date. Exchange differences arising from the
settlement of creditors, or from the reporting of creditors at rates different from
thooe at which they were initially recorded during the period, are recognized as

income or expenses in the period in which they arise.

p) Borrowing costs
Borrowing costs are capitalized against qualifuing assets as part of property, plant
and equipment.
Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred. Capitalnation ceases

when construction of the asset is complete. Further borrowing costs are charged to
the statement of financial performance.
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Obange Vocational Training Centre
Annual Report and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

4 Summary of Significant Accounting Policies (Continued)

q) Related parties

The Entity 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 numagement are regarded as related parties and
comprise the directors, the Principal and senior managers.

r) Service concession arrangements

The Entity 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.

s) 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 the Central Bank of Kenya and at various commercial banks at the
end of the financial year. For the purposes of these financial statements, cash and
cash equivalents also include short term cash imprests and advances to authorised
public officers and/or institutions which were not surrendered or accounted for at
the end of the financial year.

t) Comparative figures

Where necessary comparative figures for the previous financial year have been
anrnded or reconfigured to conform to the required changes in presentation.

u) 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, 2022.
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Annual Report and Financial Statements for the year ended 30th June 2022

Notes to the Financial Statements (Continued)

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.

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
yea\ 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 usingthe following indicators
to inform potential future use and value from disposal:

Entity

and processes

Provbions

Provisions were raised and management determined an estimate based on the
information available. Additional disclosure of these estimates of provisions is included
in Note xxx.

Provisions are measured at the management's best estimate of the expenditure required
to settle the obligation at the reporting date and are discounted to present value where
the effect is material.

(lnclude provisions applicuble fir your organisation e.g. provi,sion /br bad debt,s,

provisions of obsolete stocks and how monogement estimales these provisions).
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Annual Report and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

6. Transfers from other National Government entities

(a)Tra nsfers from other Govern ment entities (Categorized )

7. Grants from Donors and Development Partners

Unconditional Grants

Capitation Grants 2.212.500.00 1,822,500

Operational Grant 0.00 0.00

0.00 0.00Other Grants

2.2r2.s00.00 1.822.500

1.822.s00Total Government Grants and Subsidies 2,212500.00

1,822,500.00
xx State
Departmeffi 2,212,500.00

0 0
2,212,500.00

0 0 0XX Minisfy 0 0

Total 2,2l2,5OO.OO 0 0 2,212,500.O0 1,822,500.00

Donations frorn KUAP - Leave no girl behind. 381,000.00 0

Total Grants from Development
Partners 381,000.00 0
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I
Notes to the Financial Statements (Continued)

8. Trarufers from Other Levels of Government

9. Rendering of Services- Boarding equipment fees from students

These is revenue collected from trainees for boarding expenses

10. Other Ineome

Transfer ftom CounW govermnent of Kisumu 1.365.000.00

Total Transfers u65,000.00

Boarding eQuipment &
stores studerrts fee

120,566.00 192,000

Total Revcnue from
The Rendering Of
Seruices

120,566.00 192,000

Nyakach Constituencv CDF bursary 480,000 310,000

Total other lncome 480,000 310,000
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Notes The Financial Statements (Continued)

11. Use 0f Goods And Services

12. Em Costs

13. ncil Expenses

Notes to the Financial Statements (Continued)

Annual

Instructiorlal Materials 1,950,66s.00 1,277,945

Baby ponldee s,000.00

Boarding dquipment and stores 114,800.00

Water & Water 50.700 tst.749

Local Tra(sport & Travel 129,100.00

Telephone & Postage expenses 5,300

Internet exDenses 4,s00

Co- Currictlar Activities 225.605.00 121.500

115.42sSkills Combetition 86,000.00

402.000.00Examinatiofr expenses

Bank chardes 13,298.00 126

Total good hnd services 2,986,96t 1,666,745

Salaries andwages 62s,500.00 318,750
i

EmDlovee Oosts 625,500.00 318,750

83.000.00 81.000Board Allowfnces

Other Board/Council Expenses 30,500.00

Total 3,500.0011 81,000
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and Maintenance

15. Cash {nd Cash Equivalents

15 (a). DeQited Analysis of Cash and Cash equivalents

Notes to the Finaneial Statements (Continued)

Obange
Annual

14.

400.950Propefi 711,750.00

85,000.00 0.00Equipment and machineqy

Computers and accessorres 165.070.00 0.00

Totat Renhirs and Maintenance 961,820.00 400,950

Current Ac0ounts 7,620 136342

Total Cashland Cash Equivalents 7,620 136,342

a) Current Account
1233819364 3,1 55 87,966Kenya Cotnrnercial Bank

t137064706 0.00 8,021Kenya Coinmercial Bank

Kenya Colnmercial Bank 12342s1124 1,765 40,355

4,920 t36342Sub- Tothl

Cash at tranO
0Cash 2,700

Sub.Totd 2,700 0

Grand TOtal 7,620 136,342
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Annual Report and Financial Statements for the year ended 30th June 2022

16. Cash generated from operations

Notes to the Financial Statements (Continued)

17. 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.

The entity's financial risk management objectives and policies are detailed below:

(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.

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 intemal 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

(128,7221 (l48.945)Adiusted for:
Depreciation 0 0

Non-Cash grants received 0.00 0.00

0.00 0.00Working Capital Adi ustments

Increase in Inventory

lncrease in Receivables 0.00 0.00

Net Cash Flow from Oneratins Activities (L28,7221 (148,945)
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Annual [,eport and Financial Statements for the year ended 3fth June2O22

Notes to the Financial Statements (Continued)
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 ofany collateral
obtained is made as follows

(NB: The tatals column should tie to the individual elements o/'uedit risk disclosed in the
ent ity's s tatement offinancial pos it ion)

(i) Credit risk (continued)
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 entity has significant concentration of credit risk on amounts due from xxxx

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.

(ii) Liquidity risk management
Ultimate rosponsibility 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.

0
0 0 0Receivables from exchange

transactions

0

0 0 0Receivables from non-exchange
Eansactions

0 0Bank balances 136,342 0

0 0Total 136,322 0

At 30 Jur,e2O22
Receivables from exchange
transactions

0 0 0 0

0 0 0 0Receivabbs from non-exchange
transactions

4.920 0 0 0Bank balances

0 0 0Total 4,920
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Annual Report and Financial Statements for the year ended 3fth June 2022

Notes to the Financial Statements (Continued)

The tablo 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 equaltheir carrying balances, as the impact ofdiscounting is not significant.

44. Financhl Risk Management (Continued)

(iii) I\itrarket 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 frreign exchange rates which will affect the entity's income or the value of its
holding of financial instruments. The objective of market risk managernent is to manage and
control market 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.

At 30 Jure 2021

Trade Payables 0 0 0 0

Current Portion Of
Borrowings

0 0 0 0

Provisions 0 0 0 0

Deferred lncome 0 0 0 0

Employee Benefi t Oblieation 0 0 0 0

Total 0 0 0 0

At 30 June 2022

Trade Payables 0 0 0 0

Current Portion Of
Borrowings

0 0 0 0

Provisions 0 0 0 0

Defened Income 0 0 0 0

Employee Benefit Obligation 0 0 0 0

Total 0 0 0 0
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Notes to the Financial Statements (Continued)

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.

44 Financial Risk Management (Continued)

(iii) Market risk (Continued)

b) Interest rate risk(continued)

Sensitivity analysis

The entity analyses its interest rate exposure on a dynamic basis by conducting
a sensitivity analysis. This involves determining the impact on profit or loss of
defined rate shifts. The sensitivity analysis for interest rate risk assumes that
all other variables, in particular foreign exchange rates, remain constant. The
analysis has been performed on the same basis as the prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact
on the statement of comprehensive income if current floating interest rates
increase/decrease by one percentage point as a decrease/increase ofKshs xxx
(2022: Kshs xxx). A rate increase/decrease of 5o/o would result in a
decrease/increase in profit before tax of Kshs xxx(2022 - Kshs xxx)
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Notes To The Financial Statements (Continued)

iv)Capital Risk lVlanagement
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

18. 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.

Government of Kenya

The Government of Kenya is the principal shareholder of the Obange Vocational Training
Centre, holding 100% of the Obange Vocational Training Centre's equity interest. The
Government of Kenya has provided full guarantees to all long-term lenders of the entity, both
domestic and external. Other related parties include:

i)
ii)
ii i)
iv)

The National Government;
The Parent Ministry;
Key management;
Board of directors,

Revaluation Reserve 0 0

7.620 136,342Retained Earnings

0 0Capital Reserve

xxxTotal Funds 0

xxxTotal Borrowings xxx
(136.342\Less: Cash and Bank Balances (7,620)

Net DebV(Excess Cash and Cash Equivalents) 7,620 136,342

Gearing 100% 100%

a
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Notes to the Financial Statements (Continued)

The transactions and balances with related parties during the year are iN

19. Events After The Reporting Period

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

20. Ultimate And Holding Entity

The entity is a State Corporatior/ or a Semi- Autonomous Government Agency under
the Ministry of xxx. Its ultimate parent is the Government of Kenya.

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

Transactions with Related Parties

B) Purchases from related parties

Purchases of electricity from kplc 12.000 0

Purchase cvf water from govt service providers 0 0

Total 12,000 0

a) Grants lTransfers from the Government

Grants from National Govt 2,212,500 1,822,500

Grants from County Government 1,365,000 0x

Total 3,577,500 1,822,500

b) Expenscs incurred on behalfofrelated parties

Payments of Salaries and Wages for 0 Employees 0 0

Payments for Goods and Services for 0 0 0

Total

c) Kev Mtnaqernent Compensation

Board/Courrcil Expenses I13,500 0

Compensation to Key Management 0 0

Total 113,500 0
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