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Background information

The institution was incorporated/ established under the TVET Act on 26™ April 2021. The entity is

domiciled in Kenya and hes no branches for now. The institute is under the Ministry of Bducation,

Prior to registration and in pursuit to conform to the provisions of the TVET Act the college was
visited by TVET officials in early March 2021 after making an online registration and by filling the
relevant forms. The entity is domiciled in Kenya and has no branches in any other place in Kenya.

The college is a public entity and domiciled under the Ministry of Education.

Principal Activities

The Institute Vision

To be a centre of excellence in engineering, research and innovations for sustainable development.

The Institute Mission

to provide quality skills training in research and innovation for competitive global outreach.

Institutional Motto

Technical training for sustainable development

The Institute’s Philosophy Statement

To provide a well-trained market oriented workforce that is certified to international standards
which contributes to the improved productivity and prosperity of the nation

The Institute’s Core Values
Accountability

Customer focus

Equity

inicgriiy

Public private partnership

The principal activity/mission/ mandate of the entity is to ...

1: To develop the priority infrastructure for expansion of technical training programs

2: To identify market/industry driven and diverse technical training programs that
to raise the inaugural trainee population of 2000 by June2025

3: To offer Quality and Relevant programmes and undertake delivery of technical skills that
produce high-end TVET graduates as to achieve vision 2030

4 To foster innovations and basic research that will enable enhanced knowledge creation,
nraduction and repairs of equipment in onr area of training as to meet current and emerging
societal needs..

5: To adopt and promote innovative and responsive corporate and management systems and
structures

6: To build and strengthen collaborative networks and partnerships, that, cultivate active industry-

based learning, community engagement and national linkages

7: To efficiently manage the human, infrastructural and financial resources for optimal
sustainability and development of the institution

8: To develop and strengthen internal quality assurance that will guarantee continuous

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

Board of governors
Accounting officer/ Principal
Heads of departments
Kidunciarv Manacament
Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2021 and
who had direct fiduciary responsibility were:

No. | Designation | Name

L Principal -Kenneth Mung’aho Agoi

2 Head of Finance -James Opiyo

3. Head of Procurement -Mereyline Khasungu

4. Deputy Principal -Henry Odhiambo Nyongesa
J: Ag. Registrar -Samuel Qkoth Athiambo

6. Ag. Dean of students | -Naibei Remmy Sasia

(Include all positions regarded as top management in your organisation).
Fiduciary Oversight Arrangements
Here, provide a high-level description of the key fiduciary oversight arrangements covering (say):

Audit committee activities

Annual audit-where MTVC will conduct atleast one audit during each calendar year

Continuous audit-in lieu of performing annual audit, MTVC may adopt/arrange discrete continuous
ini€inal/eaicinat aidits aind such audit will bS eitiinclied i the iniiules o the board.

Fiduciary audit committee-it will consist of 3 members where the internal auditor shall be the
secretary. The principal is not a member of this committee and a member of any other sub-committee
of the BOG shall not be a member.

Development partner oversight activities

Budgeting

Memorandum of understanding drafting

Revision of the budgets

Reporting-narrative and financial

verification

Other oversight activities

Third party information

i
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[I. KEY ENTITY INFORMATION AND MANAGEMENT

Futity Headanarters

P.O. Box 238-50409

Nambale

KENYA

Entity Contacts

Telephone: (254) 97777684
E-mail: mungatsitve@gmail.com
Entity Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200
Nairobi, Kenya

Kenya Commercial Bank
Busia Branch

Independent Auditors

Auditor General

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

GPO 00100

Nairobi, Kenya

Principal Legal Adviser

'I'he Attorney (General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200

KT Tent?! Vs -
Nativvl, NCliya

v
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Curriculum Instruction and Educational
Media (CIEM). Professor Violet is a holder
of Ph.D (2005) and MPhil degrees (1998)
respectively from Moi University. and a Ed
degree (1992) from Kenyatta University.
Chairperson-Human Resource Education
and Research Sub-Committee: Mungatsi
TVC 2021-2023

DR. BENEDICT ONDIEK ALALA

Chairman-Finance Sub-Committee:
Mungatsi TVC 2021-2023
Moi University
September 2008-September 2013
Doctor of Philosophy in  Business
Management-(Finance Option)
Kenya Institute of Management
September 2007-September 2008
Post-graduate Diploma in Purchasing and
Supplies Management
Moi University
December 2005
MBA (Finance and Banking Option)
Maseno University

December 2002

Bachelor of Education Arts (Economics and
Accounting)

United Nations Development Programme
July 2006

Business skills and Entrepreneurship
TVavrnl nmsan Asmd Tleadmernss m TVacenl nencaa mand
U\'V\/AU*JI.IL\/XII-, f—/lll\/l l)l 10w ) L/\dV\flUlJll.lvl n
Agent in Business advisory Services
(BATS)

Ebenezer College, Kerugoya-Kutus
November 2001

Certified Puhlic Accounts (CPAY PART 1
Kenya Accounts and Technician Certificate
Part 1 and 11

PART II and III in progress

DR. OSBORNE MABALU

PhD in Alternative Medicines from Indian
Academy of Accupressure Science 2017,
currently teaching at Maseno University. A
member of the Human Resource Sducation
and Research Sub-Committee: Mungatsi
TVC, 2021-2023.
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: £
MR. KENNETH MUNG’AHO AGOI

Date of Birth: 11 11 1967
Principal

Mungatsi Technical and Vocational College
BOG Secretary-Mungatsi TVC 2021

Doctor of Philosophy in Finance

Masinde Muliro University of Science and

Technology; 2018 ongoing

£

ENG. FREDRICK ADEMBA

MR. STEPHEN NGURE GITONGA. Year of Birth: 1987
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Doctor of Philosophy in Information
Technology - Masinde Muliro University of
Science and Technology; 2020 ongoing
i Master of Science in Information
{ Technology - Masinde Muliro University of
Science and Technology; 2019
! ~ ool | African Advanced Level
T T s e i Telgcommunications Institu?e— CCNA; _2016
Chairman-Risk and Audit Committee-
Mungatsi TVC 2021-2023

MR ATT AN OSSAGO

Date of birth-1956
Bachelor ot commerce-University ot Nairobi.

Management courses locally in
USA Insurance executive several companies
in Kenya and Uganda .

Member of boards 1n several schools. Retired.

viil
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Kenneth M. Agoi

Principal

Kenneth M. Agoi

Trainer in Finance

Holder of MBA Finance From Masinde Muliro University of
Science and Technology 2017

Holder of Bachelor of Education from Kenyatta University 1991
Pursuing PhD in Financa at Masinde Muliro University of Science
and Technology

Represents TVET on the Kenya Music Festival executive
committee

Henry Odhiambo Nyongesa

XVi

Deputy Principal

Trainer in Bulding Technology

Henry Odhiambo Nyongesa

Holder of Higher Diploma in Entrepreneurship, Diploma in
Technical Education and Diploma in Building Technology

Samuel Okoth Athiambo

Dif ,_\\

Ag. Registrar

Trainer in Refrigeration and Air conditioning

Holder of Bachelor of Technology in Mechanical Engineering-
2018

Currently finalizing Masters in sanitation engineering

X
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M. CHAIRMAN’S STATEMENT

The BOG was appointed by the Cabinet Secretary for Education in October 2020 as the inaugural
board for Mungatsi Technical and Vocational College and inaugurated on the college grounds in
December 2020. Our mandate is oversight to ensure focus on objectives set in the strategic plan.
The BDOG strictly focuses 1o develop Mungatsi TVC thivugh a strategic plain whose stiaicgic
objectives include:-

1: To develop the priority infrastructure for expansion of technical training programs

2: To identify market/industry driven and diverse technical training programs that will lead to raise
the inaugural trainee population of 2000 by June2025

3: To offer Quality and Relevant programmes and undertake delivery of technical skills that produce
high-end TVET graduates as to achieve vision 2030

4: To foster innovations and basic research that will enable enhanced knowledge creation,
production and repairs of equipment in our area of training as to meet current and emerging societal
needs..

5: To build and strengthen collaborative networks and partnerships, that, cultivate active industry-
based learning, community engagement and national linkages

6: To efficiently manage the human, infrastructural and financial resources for optimal sustainability
and development of the institution.

The college is equipped in Refrigeration and Air Conditioning and I credit the Government of Kenya
for the great effort and financial commitment. The board also thanks the member of parliament for
Nambale constituency Dr. Bunyasi Sakwa and Nambale CDF for their closeness and support to the
baby Mungatsi TVC. A number of proposals have been made to enable the NG-CDF of Nambale to
expand the tuition facilities and we are impressed to disclose that their intended support to construct
institutional management tuition prefab will go a long way to leveraging MTVC to greater heights
of excellence TVET programs.

The college faces challenges in implementation of market driven courses in Hairdressing and Beauty
therapy, Construction management, fahion design and garment making, motor vehicle mechanics,
agribusiness and electrical engineering. Our humble request to the Kenya government to support
and help actualize the dream of the many trainees who are already enrolled in such courses and those
WItO Witl COMAE iit futuie.

In a nutshell, i see hope in the committed team of the BOG members because it is made up of
scholars. It is my wish that God makes us speak more through actions than word.
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The college also received 80 chairs for trainees, office furniture and equipment from the Ministry of
Education.
The CDF undertook to fence and secure a gate. The county government of Busia through the water
ministry contracted lake Victoria North water services to deepen a borehole which will provide
adequate supply of water to the college and the surrounding Coniiunity.
However, the College is faced with a number of challenges including.
Library text books: Being new we start from scratch hence lack any text books that trainers will
require for studies.
1 Lathe machine to support introduction of hands on courses that complement air conditioning

manrhinec

diavasarav o,

(iv) 9 acre bush part of which has been cleared and WIP to clear
v. Land scaping costs-since the college land was a murram mine for constructing the Murmias-
Busia road in 1990s a depression was left which the CDF Nambale are preparing to fill.
iv. Inadequacy of buildings to provide sufficient classrooms for trainees in this era
of COVTD 19. More room will be needed to provide a stand-alone library, administration

block, trainer’s quarters and hostels.
v. Lack of Desktop computers to support training of ICT which is cross-cutting in all courses.
Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the Accounting
officer to include in the financial statement, a statement of the national government entity’s
performance against predetermined objectives.
MTVC has 6 strategic pillars and objectives within its Strategic Plan for the FY 2019/2020-
2023/2024. These strategic pillars are as follows:

Pillar 1: infrastructural development
Pillar 2: training programs
Pillar 3:delivery of technical skills
Pillar 4:Knowledge creation
Pillar 5:Management structures
Pillar 6: allocation of resources
MTVC develops its annual work plans based on the above 8 pillars. Assessment of the Board’s
performance against its annual work plan is done on a quarterly basis. The MTVC achieved its
peiforimance taigets st for the T'Y 2019/2020 period {of iis 8 siiaiegic pillars, as indicated in ihe

diagram below:

Xii
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Strategic Pillar Objective ey Performance | Activities Achievements
Indicators
Pillar 1: 1: To develop the | Number of BOG already
INFRASTRUCTURAL | priority infrastructure | courses mounted | BOG nomination inaugurated
DEVEI.OPMENT for  expansion  of | Stdent/trainee BOG inangnration BOG meetings
technical training | enrolment BOG meetings held | held and attended
programs BOG minutes Advertisements and | in the mentoring
K Number of | road shows institution
trainers hired Hire of support and | Support staff hired
teaching staff
Trauing prograins Z: To wdeaitly | Wuiber oi | ideniificaiion oi | Rickiink  suppiict
market/industry courses mounted | supplier for | identified
driven and diverse | Minutes for hiring | designing logo, | Critical documents
technical training | trainers brochures,  receipt | prepared and
programs that will | Sourcing books etc printed by supplier
lead to raise | curricular/syllabi | Meeting holding to | Meetings held
the inaugural trainee prepare for opening
population of 2000 by
June2025
Delivery of technical | 3: To offer Quality | Meetings held Research about the | Meeting minutes
skille and Relevant needs of the induchy | availahle
programmes and Set up  Quality

undertake delivery of
technical skills that
produce
high-end TVET
graduales as 10
achieve vision 2030

assurance unit

Knowledge creation

4. To foster
innovations and basic
research  that will
enable enhanced
knowledge creation,
production and
repairs of eguinment
in our area of training
as to meet current and

2 BOG Meetings

Meetings held

Minutes of Board
and
Staff
minutes

meeting

emerging societal
needs..

Management sttuctures | 5: 1o adopt and | BUU meetings Attending BOG | Urganogram
promote innovative | TVETA organized | meetings place

Xxvi and responsive | meetingsattended | Attending TVETA | Letters of
corporate and | Invitation letters | and KATTI | invitation available
management systems | to workshops organized seminars Receipts of
and structures registration n

place

Collaborations 6: To build and | MOUs Preperation of MOUs | MOU  documents
strengthen BOG  meetings in place
collaborative scheduling Tree planting

Alll
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networks and
partnerships, that,
cultivate active
industry-based

learning, community
engagement and

national linkages

AViil

Requests for
afforestation
programs  from
Equity bank

1000 seedlings
supplied and
planted

Management of| 7. To efficiently | Grants from the | Actual budget | Budgets delivered
resources manage the human, | MOE preparation to the MOE
infrastructural ~ and | Minutes for Strategic plan
financial resources | Budget Advertise for the | available
for optimal | preparation posts of Accountant | Adopted
sustainability and | Preparation of | and procurement | Prequalification of
development of the | strategic plan officer suppliers from
institution BOG minute for mentor and sister
hiring of key staff institutions.
in finance
Hiring  of Ap
accountant and
I[nternal Quality | 8: To develop and | QAS office Setting up QAS | Regisrar appointed
Assurance strengthen  internal | Appointment  of | office QAS appointed
quality assurance that | registrar Setting  up  the
XixX will guarantee | Preperation of | organogram
conimuous acadenic policy
improvement of

service delivery

X1iv
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V. CORPORATE GOVERNANCE STATEMENT

MTVC operates on corporate governance pillars. It involves balancing interests of many stakeholders
in the college Good corporate governance forms a frame work for attaining colleges ohiectives, it
encompasses practically every sphere of management from action plans and internal controls to
performance measurement and corporate disclosures.

IV. MANAGEMENT DISCUSSION AND ANALYSIS
The financial statements were analysed by board of gavernors on 17" Sentember 2021 The statements
portrayed true and view of the college operations and receipts were true receipts, expenses reflected
total expenses incurred during the year. They noted the college has limited sources of income and this
limited its operations.

VII. CORPORATE, SOCIALRESPONSIBILITY

STATEMENT/SUSTAINABILITY REPORTING
Sustainability strategy and profile -

Mungatsi TVC is a public entity and therefore receives funding from fees paid in by trainees and grants
from the government. Therefore, these funds are spent to provide services to present trainees while
caring for the future generation. The equipment, tools, lecture rooms etc procured today will serve into
the foreseeable future. Resources thus obtained need to be used prudently because resources are scarce.
Political environment is shaping up and what was viewed to flow from the central government is now
devolved hence much as the government centrally administers capitation and helb tunding, the NG-
CDF and the county governments are gaining interest in TVET funding. Other partners like the KCB
are also patronizing certain programs especially the Ajira program where they engage trainees with
NITA courses to help operationalize transfer of technology and skills to the poorest of the poor.

To this end, MTVC, while making projections and budgeting strives engage partners to attract funding
from ihe above-mmeniloned siakehoiders under ine pubiic privaie parinership (PEF) nonm. io
supplement scarce resource funding, MTVC aims to undertake income generating units IGU to create
more income for future expansion.

Environmentai periormance

MTVC hinges its environmentalism on the National environmental policy, 2013 of the republics of
Kenya. The policy making process draws into the Sessional Paper No. 6of 1999 entitled Enviromment
and Development. The legislative process gaveforth the Environmental Management and Coordination
Act (EMCA)No. 8 of 1999 as Kenya’s first framework environmental law. Both the Sessional Paper
and the Act added to a large number of existing sectorallaws and policies on various facets of the
environment such as water,forest and minerals. This has created a diffuse system of environmental
laws and policies, some of whose provisions are not in harmony makingthem ill-suited to aid the
pursuit of sustainable development objectives as set out in the Vision 2030.The promulgation of The
Constitution of Kenya 2010 and other new developments like climate change marked an important
chapter in Kenya’senvironmental policy development. Hailed as a ‘Green’ Constitution, it embodies
elaborate provisions with considerable implications for sustainable development. These range from
environmental principlesand implications of Multilateral Environmental Agreements (MEAS) to the
right to a clean and healthy environment as enshrined in the Bill of Rights. Chapter V is entirely
dedicated to land and environment. It also embodies a host of social and economic rights which are of
environmental character such as the right to water, food and shelter, among others.

XV
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Internal applicants
Current employees with a satisfactory employment status may apply for internal job openings. The
consents of the employee's manager and the HOD department may be necessary for employees with
less than one year of service with the college.
All applicaiits foi a posicd vacancy will be Coisideied based on their Guatifications and avility 0
perform the job successfully. Internal candidates who are not selected will be notified by the
Principal/HOD department.
Interview process
The Head of department and the hiring principal will screen applications and resumes prior to

scheduling interviews, Initial interviews are generally conducted by the HR subcommittes department
and the hiring manager using behavior-based interview questions and a structured interview process.
Candidate evaluation forms will be completed after each interview and retained with the application.
The principal department will notify applicants who are not selected for positions at the
MTVCl/college.

Reference checks

HR subcommittee will conduct professional reference checks and employment verification on the top
candidates based on the results of the candidate evaluation forms completed by the interviewers. A
minimum of three professional references are required from each candidate.

Job offers

After a decision has been made to hire a candidate, an offer will be made contingent on the satisfactory
completion of required background checks and testing. Background checks will vary depending on
the position and may include criminal history, credit history, driving record, drug testing or any other
relevant information for the job.

Internal applicants must complete required background checks or tests not previously completed.
Once the HR subcommittee receives satisfactory results from all required background checks and tests,
candidates will be provided with a tinal job otter. 1f' a candidate tails to accept an otter of employment
within 7 calendar days, the offer may be rescinded by the college.

The Importance of Meaningful Stakeholder Engagement to Mungatsi TVC

Mungatsi TVC operates on the premise that ‘those groups who can affect or areaffected by the
achievements ot an college’s purpose’ should be given the opportunity to comment and mput into
the development of decisions that affect us. We operate in a societal dispensation where if they are
not actively sought out, sooner or later they may demand to be consulted.

Situations are envisaged where the college does not actively engage but are forced to do so by the
deinainds of society as a result of a Ciisis situatioii. The coliege is bound 10 Eploy Ciisis- inanageinent
techniques, and are often forced into a defensivedialogue with stakeholders in case problems arose,
leading to a significant and long- lasting loss of reputation. This type of interaction is often
antagonistic

and damaging of trust.

Awware of the impending ccenario, meaningful engagement occurs when college, aware of thechanges
in the wider society and how they relate to organisational performance, chooses to establish relations
with stakeholders as a means to manage the impact of those changes,such as those created as a result
of global economic downturn and social misgivings. MTVC will either seek to mitigate risk through
the use of stakeholder management, or exploit these new trends to identify and establish new
opportunities through the use of meaningful stakeholder engagement: the latter is characterised by a
willingness to be open to change.

xvil
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Gecupationai safety and heaiih at the coiiege

Mungatsi TVC integrates occupational safety and health (OSH) into the educational system as an
essential aspect of the development of risk prevention culture. This allows everybody, trainers and
trainees alike, to learn how to live and workin a safe and healthy environment. The educational staff
must become aware of the risk factors in their working environment. They must also become
acquainted with the legal regulations on safety and health at work in order to prevent accidents at the
workplace. An educational institution must be a safe and healthy working environment for all the staff,
trainees and other persons involved with it to make it suitable for the teaching and learning process.

XVIii
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Market place practices-

MTVC observes is in business and undertakes to offer superior value to its customers by:
Responsible competition practice-

Anti-corruption-The college strives to ensure that the best vetted firms are given a chance to transact
business without arm-twisting the supplier or asking for kickbacks. The prices for items are those
captured officially in the official contract documents.

Political involvement-The College encourages and adheres to non-partisan involvement with
politicians always maintaining the rule of law while failing to ascribe to political patronage

Fair competition and respect for competitors-During procurement process, the college ensures
strict adherence to sound procurement practices and guidelines. The college advertises widely and
gives every applicant a chance to win MTVC does not share supplier information with any third party
unless given permission by the particular supplier.

Maintaining good business practices-MTVC strives to ensure that its procurement function is
aligned with the broad priorities by objectively and iegaiiy coiiaborating with suppiiers. The coliege
ensures sound supplier relations, communicates clearly and consistently on the basis of equality and
equity. The college strives to use the most appropriate and affordable technology to the suppliers. As
much as is practical, the college honours contractual obligations as described by law and if any case
the financials are not good, the suppliers are informed early enough.

Crnsuring cthical markcting practiccs-MT VT Crisurcs ianspaicidy, honcsty and credibility of and with
the information it gives to customers. The college also ensures that th customer information is kept
under key and lock. The college addresses customer complaints promptly and objectively and
discourages its staff from giving unverified or exaggerated information so as to unfairly exploit

consumer emotions.
Commnnitv Fnoacements.-
el e St Bt — 2 — g

MTVC has partnered with the community by forming a joint water resource management comimittee
that will translate into a community based organization

X1X
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VIII. REPORT OF THE BOARD OF GOVERNORS

The Conncil/Roard memhers submit their report together with the audited financial statements for the
year ended June 30, 2020 which show the state of the entity’s affairs.

Principal activities

The principal activities of the entity are (continue to be) Provide adequate and appropriate skilled
Artisans, Craftsmen, Technicians and Technologists at all levels of the economy through practical
training and work experience;

Transfer technology continuously through collaborative approach between TVET institutions and the
relevant industries;

Results

The results of the entity for the year ended June 30 are set out on page ...
COUNCIL/BOARD OF GOVERNORS

The members of the Board /Council who served during the year are shown on page v. During the year
202072021 no director retired/ resigned and the principal requested the Governor of Busia County to
nomingic and send v i F3 a represeniaitve [o1 i couniy on iviungaisi TVC Board and ii is expecied
that she will be s appointed with effect from 2021 October

Auditors
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of the Constitution of Kenya and the Public Audit Act 2015 or XYZ Certified Public Accountants
were nominated by the Auditor General to carry out the audit of the entity for the year/period ended
June 30, 2021 in accordance to section 23 of the Public Audit Act, 2015 which empowers the Auditor
General to appoint an auditor to audit on his behalf.

By Order of the Board

XX
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IX. STATEMENT OF BOARD OF GOVERNORS RESPONSIBILITIES

Section 81 of the Pliblic Finance Management Act, 2012 and section 29 of schedule 2 of the Technical
and Vocational Education and Training Act,2013 - requure the coumci] members to prepare financial
statemenis in respect of that entity, which give a tres and fair view of the state of affairs of the entity
at the end of the financial year/period and the operating results of the entity for that year/peried. The
council members are also required to ensure that the entity keeps proper accounting records which
disclose with reasonable accuracy the financial position of the entity. The council members are also
responstble for safeguarding the assets of the entity.

The council members are responsible for the preparation and presentation of the entity’s financial
statements, which give a true and fair view of the state of affairs of the entity for and as at the end of the
financizal year (period) ended on June 30, 202 1. This responsibility includes: (i) maintaining adequate
financial management arrangements and ensuring that these continue to be effective throughout the
reporiing peried; (il) maintaining proper accounting records, which disclose with rezsenable zecurecy
at any time the financial position of the entity; (iif} designing, implementing and mamtainimg mtermal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whethar due to emor or fraud; (iv) safeguarding the assets
of the entity; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The council members accept responsibility for the entity’s financial statements, which have been
prepared using appropriate accounting policies supported by reasorable and prudent judgemernts and
estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act, 2012

. The councll members are of the opinion that the entity’s financial stateroents give a tree and fair view
of the state of entfity’s transactions during the finarncial year ended June 30, 2021, and of the enfity’s
financial position as at that date. The council members further confirm the completeness of the
accounting records maintained for the entity, which have been relied upoa in the preparation of the
entity’s financial statements as well as the adzquacy of the systems of internal financial control.

Nothing has come to the attention of the council members to indicate that the entity wili not remain a
going concem for at least the next twelve months from the date of this statement.

Appreval of the financial statements

The entity”s financial statements were approved by the Board on 17™ September
2021 and signed on its behalf by:

Chairperson of the Board Accounting officer/Principal
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Enhancing Accountability NAIRCRI

REPORT OF THE AUDITOR-GENERAL ON MUNGATSI TECHNICAL AND
VOCATIONAL COLLEGE FOR THE YEAR ENDED 30 JUNE, 2021

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Mungatsi Technical and
Vocational College set out on pages 1 to 27, which comprise of the statement of financial
position as at 30 June, 2021, and the statement of financial performance, statement of
changes in net assets, statement of cash flows, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021



of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained .

all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Mungatsi Technical and Vocational College as at
30 June, 2021, and of its financial performance and its cash flows for the year then ended,
in accordance with the International Public Sector Accounting Standards (Accrual Basis),
and complies with the Public Finance Management Act, 2012, and the Technical and
Vocational Education and Training Act, 2013.

Basis for Qualified Opinion
1. Inaccuracies in the Financial Statements

1.1 Property, Plant and Equipment

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects property, plant and equipment balance of Kshs.359,152,025 which includes
Kshs.118,383 for additions to assets. However, re-casting of the additions balance gives
a total of Kshs.168,383 resulting to an unexplained variance of Kshs.50,000.

1.2 Depreciation and Amortization

The statement of financial performance and as disclosed in Note 12 of the financial
statements reflects an amount of Kshs.19,074,898 for depreciation and amortization.
However, the depreciation policy and depreciation rates applied have not been disclosed
in the financial statements.

1.3 Employee Costs

The statement of financial performance reflects an expenditure of Kshs.2,324,735 under
employee costs while Note 10 to the financial statements reflects a corresponding amount
of Kshs.2,390,146. No reconciliation was provided for the variance of Kshs.65,411.

In the circumstances, the accuracy of the property, plant and equipment balance and
employees costs expenditure of Kshs.359,152,025 and Kshs.2,324,735 respectively
could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Mungatsi Technical and Vocational College
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

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

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021
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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, | confirm that, nothing 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

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | 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 Internal Controls, Risk Management and Governance section of my
report, | 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 Risk Management Policy Framework

The College operated without a documented Risk Management Policy framework
contrary to the requirements of Treasury Circular No.3/2009 of 23 February, 2009, which
requires all Heads of public institutions to develop and implement a risk management
framework as a fundamental step towards establishing an accountable and innovative
public service.

In the circumstances, it was not possible to confirm the effectiveness of the College’s
risk management.

2. Lack of Internal Audit Function and Committee

Review of the overall internal control environment of the College revealed that the
College did not have an Internal Audit function and Audit Committee, contrary to Section
73(1) of the Public Finance Management Act, 2012, which requires each National
Government entity to establish an Internal Audit Committee, which shall support the
Accounting Officers with regard to their responsibilities for issues of risk, control and
governance and associated assurance and also to follow up on the implementation of
the recommendations of internal and external auditors.

In the circumstances, the effectiveness of the College’s internal controls systems and
oversight could not be confirmed.

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Governors

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

In preparing the financial statements, Management is responsible for assessing the
College’s ability to sustain 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 College or to cease its operations.

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

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

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

Auditor-General’s Responsibilities for the Audit

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 ISSAIs 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.

In 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,

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021
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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.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control 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 control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. 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 control may not prevent or detect
misstatements and instances of noncompliance. 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
College’s policies and procedures may deteriorate.

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

¢ |dentify 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 control.

e 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 College’s
ability to sustain its services. If | conclude that a material uncertainty exists, | 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 College to cease to
sustain its services.

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

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021
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e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the College to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

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

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

~
CPA Na , CBS

AUDITOR-GENERAL

Nairobi

31 August, 2022

Report of the Auditor-General on Mungatsi Technical and Vocational College for the year ended 30 June, 2021
6



MUNGATSI TECHNICAL AND VOCATIONAL COLLEGE
ANNUAL REPORT AND FINANCIAL STATEMENTSFOR THE YEAR ENDED

June 30" 2021
X. STATEMENT OF FINANCIAL PERFORMANC FOR THE YEAR
ENDED 30 JUNE2021

Revenue from non-exchange transactions
Transfers from the National Government — grants/ gifts in kind | 6 2,200,000
Grants from donors and development partners 6 21,697,120 -
23,897,120 -
Revenue from exchange transactions
Rendering of services- Fees from students 7 1,045,790 -
Sale of goods 8 36,000 -
Revenue from exchange transactions 1,082,390 -
Total revenue 24,979,510 -
Expenses
Use of goods and services 9 1,078,828 -
Employee costs 10
2,324,735 -
Remuneration of directors 11 412,270’; -
Depreciation and amortization expense 12 19,074,898 -
Repairs and maintenance 13 39,880 -
Contracted services 14 270,000 -
Finance costs 15 3,802 -
Total expenses 0 23,204,413 -
Net Surplus for the year 0 1,775,097 -
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XI. STATEMENT OF FINANCIAL POSITION AS AT 30™ JUNE 2021

; i Notes | | 2020-3a2) 1 2019-2026
S Rk e
Asszis
Current assets
Cash aad cash equivalents 16 355,747
Current portion of receivables from exchange transactions 17
1,737,597
Invertorizs 19 9 745
2,023, 5159
Non-current assets
Property, plant and equipment 20 359,132,025
339,152,025
Tolal assets 358,275,004
Lighdtiss
Current liabilities
Trade and other payables from exchange transactions 21
275,000
Refundable deposits from customers 22 73.000
348,860
Total liabifities 348,668
Reserves
1,775,089
Capital Fund 339,152 025
Tetas Eabilities plus eqoity 361275114

The Financial Statements set out on pages I to 2 were signed on behalf of the Institute Board of Governors by:
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Bsard ¢f Covernors Finance Qffcer Principal
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ANNUAL REPORT AND FINANCIAL STATEMENTSFOR THE YEAR ENDED

XII.

June 30™ 2021

STATEMENT OF CHANGES IN NET ASSET FOR THE YEAR
ENDED 30 JUNE 2021

R ot Letainet Capital ‘
7 3 Heeis Vot LD vEIORPeRt l Total
SR L Grants/Fand {
At July 1, 2020 600 000 000 378,108,540 | 378,108,540
Transfer of depreciation/amortisation from
capital fund to retained earnings i ) 000 (9.074,858) | (19,07,8298)
At June 30, 2021 000 000 000 359,033,642 359,033,642
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XIIl. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30

JUNE 2021
B Sk » ! B 202020210 201920020
Lol s e e e e i . PN oy e
Cash flows from operating activities
Receipts
Transfers from other Government entities/Govt. grants 2,200,000 =
Rendering of services- Fees from students 1,045,790 =
Sale of goods 36,600 -
Total Receipts 4,282,390 £
Payments
Compensation of employees 2,324,735 5
Use of goods and services 1,078,828 -
Finance cost 3,802 >
Other payments 109,130 =
Total Payments 3,516,495 -
Net cash flows from operating activities 765,895 -
‘Cash flows from investing activities
Purchase of property, plant, equipment and intangible assets (366,248) -
‘increase in non-current receivables (1,041,350) -
Net cash flows used in investing activities (1,408,098) -
Cash flows from financing activities 000 -
Net cash flows used in financing activities (000) -
Net increase/(decrease) in cash and cash equivalents
(642,203) -
Cash and cash equivalents at 1 JULY 2020 26 997,950 -
Cash and cash equivalents at 30 JUNE 2021 26 355,747 =
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XIV. NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
The entity is established by and derives its authority and accountability from TVET Act. The entity is

whallu aumed hu tha (Gavarnmant af I anva and ic daminilad in Wanua Tha antitu’c nrinninal antivitu
vravaay Vhvacl O WAC SOVIIIINCRU O ACHRY 2 QNG 10 COMICLHCT I ACy&, 1aC ety § phincipar actuiviy

is governed by TIVET Act.

XV. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements haye been prepared on a historical cost basis except for the measurement at
re-valued amounts of certain items of property, plant and equipment, marketable securities and
financial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Public Sector Accounting Standards (IPSAS) allows the use of estimates
and assumptions. Tt also requires management to exercise judgement in the process of applving the
entity’s accounting policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Notes

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

The financial statements have been prepared in accordance with the PFM Act, the State Corporations
Act, the TVET Act, and International Public Sector Accounting Standards (IPSAS). The accounting
policies adopted have been consistently applied to all the years present
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XVI. ADOPTION OF NEW AND REVISED STANDARDS
Relevant new standards and amendments to published standards effective for the year ended 30
June 2020

Standard Impact

IPSAS 40: Applicable: 1% January 2019

Public Sector | The standard covers public sector combinations arising from exchange
Combinations | transactions in which case they are treated similarly with IFRS
3(applicable to acquisitions only). Business combinations and
combinations arising from non-exchange transactions are covered
purely under Public Sector combinations as amalgamations.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ADOPTION OF NEW AND REVISED STANDARDS (Continued)

New and amended standards and interpretations in issue but not yet effective in the year ended

30 June 2020

Standard

Effective date and impact:

TDQAQ Al v
ma AL BN w.a a

Instruments

Awvnlicnahlas 15¢ Tanwaser 7099.
llll‘lll\r‘(”lw. A UIIAII‘“IJ NS bt b

The objective of IPSAS 41 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.

TPSAS 41 provides users of financial statements with more nseful 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.

IPSAS 42: Sociai Benefits

Applicabie: i January 2022

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
finaiiCial iSpoTis 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

(¢) The impact of such social benefits provided on the entity’s financial
performance, financial position and cash flows.
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Standard

Effective date and impact:

Amendments to Other IPSAS
resulting from IPSAS 41,
Financial Instruments

Applicable: 1st January 2022:

Amendments to IPSAS 5, to update the guidance related to the components of
borrowing costs which were inadvertently omitted when IPSAS 41 was issued.
Amendmenis io IPSAS 30, regarding liiusirailve exampies on nedging and credii
risk which were inadvertently omitted when IPSAS 41 was issued.

Amendments to IPSAS 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 classifying financial
ndnntinm AF nl lhacia TDQAQ
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omitted when IPSAS 41 was issued.

Other  Improvements  to

IPSAS

A“"_‘!!C?_b!‘f. 1st lanlmlv 2021.

Amendments to IPSAS 13, to include the appropriate references to IPSAS on
impairment, in place of the current references to other international and/or national
accounting frameworks

IPSAS 13, Leases and IPSAS 17, Property, Plant, and Equipment.

Amendments to remove transitional provisions which should have been deleted
when IPSAS 33, First Time Adoption of Accrual Basis International Public Sector
Accounting Standards (IPSASs) was approved

IPSAS 21, Impairment of Non-Cash-Generating Assets and IPSAS 26,
Impairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance to account for
revalued assets in the scope of IPSAS 17, Property, Plant, and Equipment and
IPSAS 31, Intangible Assets.

IPSAS 33, First-time Adoption of Accrual Basis International Public Sector
Accounting Standards (IPSASs). Amendments to the implementation guidance on
deemed cost in IPSAS 33 to make it consistent with the core principles in the

Standard.
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XVIL.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair value
and recognized on obtaining control of the asset (cash, goods, services and property) if the transfer is
free from conditions and it is probabie that the economic benefits or service potentiai reiated 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
financiai position and reaiised in the statement of comprehensive income over the usefui iife of the
assets that has been acquired using such funds

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 iabour hours incurred to date as a percentage of totai estimated iabour 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
fave beeil transfeiiod (o the buyer, usually oii deliveiy of the goods aiid whei the ainotit of feveiue
can be measured reliably and it is probable that the economic benefits or service potential associated
with the transaction will flow to the entity.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts estimated
future cash receints through the expected life of the financial asset to that asset’s net carTying amount,

The method applies this yield to the principal outstanding to determine interest income each period.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

a) Revenue recognition

Revenue from exchange transactions

Rental income

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

Budget information

The original budget for FY 2020/2021 was approved by the Board on 17™ September 2021.
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
tie oiigiiial budget by tic entity upoin receiving the respective appiovals i order to conclude the fiial
budget. Accordingly, the entity recorded additional appropriations of on the FY 2020/2021 budget
following the Board’s approval.

g
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The entity’s budget is prepared on a different basis to the actual income and expenditure disclosed in
the financial statements. The financial statements are prepared on accrual basis using a classification
based on the nature of expenses in the statement of financial performance, whereas the budget is
prepared on 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 1o reconciie the actuai amounts on a comparabie basis inciuded 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 of these financial statements.

NOTES TO THE FINANCIAL STATEMENTS
4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
¢) Taxes

Sales tax/ Value Added Tax

Exnences and assets are recognized net of the amount of saleg tay, evcept:

When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case, the sales tax is recognized as part of the cost of acquisition of the asset or as
part of the expense item, as applicable.

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

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

Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes the replacement cost of components of an existing investment property at the time that cost
is incurred if the recognition criteria are met and excludes the costs of day-to-day maintenance of an
investment property.

Investment property acquired through a non-exchange transaction is measured at its fair value at the
date of acquisition. Subsequent to initial recognition, investment properties are measured using the
cost model and are depreciated over a period of 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.
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

10
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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.

11
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to ownership
of the leased item to the Entity. Assets held under a finance lease are capitalized at the commencement
of the lease at the fair value of the leased property or, if lower, at the present value of the future
minimum lease payments. The Entity also recognizes the associated lease liability at the inception of
the lease. The liability recognized is measured as the present value of the future minimum lease
payments at initial recognition.

Sio-s S

reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of
the liability. Finance charges are recognized as finance costs in surplus or deficit. An asset held under
a finance lease is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Entity will obtain ownership of the asset by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental to
ownership of the leased item to the Entity. Operating lease payments are recognized as an operating
expense in surplus or deficit on a straight-line basis over the lease term.

Subsequent to initial recognition, lease payments are apportioned between finance charges and

Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets
acquired in a non-exchange transaction is their fair value at the date of the exchange. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and accumulated
impairment losses. Internally generated intangible assets, excluding capitalized development costs, are
not capitalized and expenditure is reflected in surplus or deficit in the period in which the expenditure

iz emmcrrmaand T L) VL AL 4l g temdbacasilala mcmadn e mancamead A mtdle a L tdn e S T Ll
15 neurirCa. 1 1€ usciiin 1i1€ o1 uic LILAPIVIC addUlLd 1> addCOdCU ad C1L101L 11T Ut 1nucLntc

Research and development costs

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

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

[ts intention to complete and its ability to use or sell the asset

How the asset will generate future economic benefits or service potential

The availability of resources to complete the asset

The ability to measure reliably the expenditure during development.

Fotiowing initial recogiiition of ain asset, the asset is cairied at Cost 1€5S aiiy acciiiiiulated ainioitizatioi
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.

12
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4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

o . .
Financiol inctruwmonte
A anasenanacia manO Lk wars'CRALS

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 receivabies are non-derivative financial assets with tixed or determinablie 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
o il ta

Ul UCILIVIL.

Held-to-maturity

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 ineasurcineit, held-to-imaturity investineits are measuied at amoitized 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. The
losses arising from impairment are recognized in surplus or deficit.

Impairment of financial 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 a 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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XVIII. NOTES TO THE FINANCIAL STATEMENTS
4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Financial instruments

Financial assets
Impairment of financial assets
The debtors or a entity of debtors are experiencing significant financial difficulty
Default or delinquency in interest or principal payments
The probability that debtors will enter bankruptcy or other financial reorganization
Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in arrears
or economic conditions that correiate with defauits)

Financial liabilities
Initial 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 fees
o1 costs ihai are an iniegral pari of the effeciive interesi rate.

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 1n bringing each product to 1ts present location and conditions are accounted for, as
follows:

Raw materials: purchase cost using the weighted average cost method

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

14
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

i) Inventories

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

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary
course of operations of the Entity.

Provisions

AV as

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.

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result

Where the Entity expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain.

The expense relating to any provision is presented in the statement of financial performance net of any
reimbursement.

Contingent liabilities

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-occurrence of one or more uncertain future events
not wholly within the control of the Entity in the notes to the financial statements. Contingent assets
are assessed coniinuaily io ensure ihai developmenis are appropriaicly reflecied in the financiai
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.

15
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NOTES TO THE FINANCIAL STATEMENTS

4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. Entity to state the reserves
imaintaincd and appropriatc policics adopted.

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.

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 obiigations 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.

Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange 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 those at which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

Borrewing costs
Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

nnnctenntad and hAareAaviinme b haon incnrrad (Canitalizntinan nancaa wha Anatriintinn af tha nﬂof
vV uvilvw “ll\-& U\}[I.UV" lll&s l‘a"’\l U\Jelj aavat i v, Vuyltulll‘utl\lll vvUuovo VVll\lll VVIIJLI wuwvtiviaa V.l. il.l\l uo

is complete. Further borrowing costs are charged to the statement of financial performance.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 signiticant intluence over the Entity, or vice versa. Members ot key
management are regarded as related parties and comprise the directors, the CEO/principal and senior
managers.

Service concession arrangements

The Entity analyses all aspects ot service concession arrangements that 1t enters into n 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, beuelicial eniiilement o1 otherwise — any significani residual inieresi in ihe assei
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.

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.

Comparative figures

Where necessary comparative figures for the previous financiai year have been amended or
reconfigured to conform to the required changes in presentation.
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XVIIIL 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 attect 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 year, are described below. The Entity based its
assumptions and estimates on parameters available when the consolidated financial statements were
prcparcd. {Iowcever, cxisting circumstances and assumptions about futurc developimicnts 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

Tha vinafil livian amd vacidiinl sinlivac ~AF aacate arn nooncone 1 vigier tha
1T uSCitn 11VES and rC3iGuar varuls U1 ad5CiS ailv adoiloolu udiily uiv

potential future use and value from disposal:

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

The nature of the asset, its susceptibility and adaptability to changes in technology and processes
The nature of the processes in which the asset is deployed

Changes in the market in relation to the asset

Provisions

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.
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XX. NOTES TO FINANCIAL STATEMENTS

6. TRANSFERS FROM NATIONAL GOVERNMENT MINISTRIES

Iniion U 2020- 2801 2
Unconditional grants '
Operational grant-ministry 1,000,000 -
Other grants-CDF BURSARY 1,200,000 -
TOTAL 2,200,000
Conditional grants
Learning facilities grant 21,697,120 =
Total government grants and subsidies 24,697,120 -

7.RENDERING OF SERVICES

Tuition fees 58,400 -
Activity fees 146,000 -
Library fees 73,000 -
Facilities and materials 549,390 -
Registration fees 219,000 -
Total revenue from the rendering of services 1,045,790 -
8.SALE OF GOODS
Sale of farm produce 36,600 -
Total revenue from the sale of goods 36,600 -
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9. USE OF GOODS AND SERVICES

Description © e s el e e a0 e
FShs ;
Electricity 28,858 -
Water 17,100 -
Security 270,000 -
Subscriptions 117,725 -
Advertising 65,233 -
Admin fees-students concil -
32,850
Consumables 78,290 .
Postage 19,815 -
Printing and stationery 94,810 =
Office equipmnt 354,142 =
Total good and services 1,078,828 &

10 EMPLOYEE COSTS

T S —

1,587,560

Salaries and wages 2
Employee related costs - contributions to -
pensions and medical aids 25,900
Travel, motor car, accommodation, -
subsistence and other allowances 776,686
Employee costs 2,390,146 -

11. REMUNERATION OF DIRECTORS

‘Descriptian 12020:2021
S s 7 { KShs i
Chairman's Honoraria 61,000 -
Directors emoluments 193,000 -
Other allowances 158,270 -
Total director emoluments 412,270 S
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12.DEPRECIATION AND AMORTIZATION EXPENSE

Property, plant and equipment

19.074.898

Total depreciation and amortization

19,074,898

13 REPAIRS AND MAINTENANCE

OSCHEIREION

Lasa s innan
. AFeh
00310 O S AVIAS

tdeshs

Furniture and fittings

Total repairs and maintenance 39,880 -
14 FINANCE COSTS

Bank charges 3802 -

Total finance costs 3802 -

15. CONTRACTED SERVICES . '

Bank charges 270,000 5
Total finance costs 270,000 -

16. CASH AND CASH EQUIVALENTS B
Current account 355,747 997,950
Total cash and cash equivalents 997,950

355,747

17. DETAILED ANALYSIS OF CASH AND CASH EQUIVALENTS

P 2020-2021 281926
5~T 5-;_";{-.4;~{;zxizt 1';1;351!;.:;‘ VI ShS : RShs
355,747 997,950
Current account
Kenya Cominercial bank 1273839846 355,747 997,950
Grand total 997,950 355,747
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18. RECEIVABLES FROM EXCHANGE TRANSACTIONS

| Descriptign: R AL

0-2021

pone FEQY

L2 ¥

Current receivables

Student debtors 1,757,597 -

Total current receivables 1,757,597 |-

19. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Current receivables

Transfers from other govt. entities 355,747 -
Total current receivables 355,747 -
20. INVENTORIES
SOCHRMRRV - . i e
Consumable stores 9,745 -
Total inventories at the lower of cost and net
realizable value 9,745 -
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20. PROPERTY, PLANT AND EQUIPMENT

June 30" 2021

_ i L Other | :
: Siiliandand Furniuse M ASEELS S ” Plantand’ = oTk
(AT ok VBRSPS R s SR 8 | and fittinge i Computees © | (nicasils). . "eqaipment ~ | prosrosy” | Fatal -
Cosi 'Shs 'Shs L Shs i-Sh Shs Shs
At 1uly 2020 2,362,400 124,000 22,140 300,000,000 | - 378,108,540
Additions-

) - 50,000 - 71,383 47,000 - 118,383
Disposals - - - - . = - -
Transfers/adjustments _ _ - R _ - -

At 30" June 2021

75,600,000 50,000 2,362,400 124,000 94,525 300,047,000 378,226,923
Depreciation

(3,780,000) - (236,240) (24800) - (15,002,350) | - (19,043,390)
Impairment/a amortization R _ R (31,508) . (31508)
Net book values ;
At 30" June 2021

71,820,000 50,000 2,126,160 99,200 63,017 285,044,650 - | 359,152,025

[motor vehicle old engine is a donation used for trainin

fittings 10%,computers 20%,utensils amortised over use life of 3years,plant and equipment rate of 5%)
The value of plant and equipment was derived]

g hence no depreciation is charged, Land and building is depreciated at the rate of 5%, furniture and
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
21. TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

June 30" 2021

; M,v....“rmwf.:«w.,

Trade payables

Total trade and other payables -
22.REFUNDABLE DEPOSITS FROM CUSTOMERS/STUDENTS
A S TR REETArN ST TR A Ny A i R B g e & TR ZRAT 3 T ﬁfv R R A
,»w_,‘. e 1k - : S it AT 5707 e R ﬁ«.?;&..;..uﬁwﬁ h...%_ Rt s 5 ,..F.. 2 k
Caution money 73,000 =
Total deposits 73,000 N
25




MUNGATSI TECHNICAL AND VOCATIONAL COLLEGE
ANNUAL REPORT AND FINANCIAL STATEMENTSFOR THE YEAR ENDED

June 30" 2021

23. CAPITAL RISK MANAGEMENT

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

G R 20000206 . | 20202001 e i R TR i e e
; Cishis ks
Retained earnings L7T5097 -
Capital reserve 359,152,025 -
Total funds 360,927,122 -
Less: cash and bank balances (355,747) -
Net debt/(excess cash and cash equivalents) | 360,571,375 .
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APPENDIX : RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Date received Where Recorded/recognized
Name of the Total
MDA/Donor ota
Transferrine the fund Nature: Statement  of Others - | Transfers
J ungs | as per bank | Recurrent/Devel | Total Amount | Financial Capital Deferred must De | during the
statement _opment/Others | - KES Performance | Fund Income Receivables | specific Year .
Ministry of Education | 95t 119020 | Recurrent 500,000 500,000 000 000 000 000 500,000
Ministry of Education | 51st 94 202] | RECURRENT _ | 500,000 500,000 000 000 000 000 500,000
Total 1,000,000 1,000,000 000 000 000 000 1,000,000




