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Key Entity Information and Management (Continued)

(e) Fiduciary Oversight Arrangements
The Board of Governors’ Sub-committees facilitate decision making to assist the Board in
execution of its duties, powers and authority; however, delegation of authority to the
committees does not in any way take away the prerogative powers of the Main Board in
discharging its duties. The Committees have been established with formal written terms of
reference to guide their activities. The duties of the respective committees are to strategize,
monitor and evaluate the execution of the various factions in Heroes TVC.
The Finance committee oversees budgetary approvals and development projects evaluation
and performs routine checks and balances to the finances of the institution. The committee
is also in charge of recruitment and staff appraisals.
The Audit committee on the other hand ensures that the internal controls and procedures
are adhered to, and all material areas are put into scrutiny to safeguard the college assets
and to curb any financial threat.
The Education committee oversees developing of education policies and make sure the
progress of Heroes Technical academically, is a priority and the learning environment is
conducive for students as well as their welfare.

In the Financial Year 2022-2023, the following Board sub-committees were in place:

1. Finance and Infrastructure Committee
i) Benard Kitur -Chairperson
i) Otara N Oreti - Secretary
iii) Nancy Wanjiku -Member
2. Education Committee, Training & Human Resource Committee
)] Dr Esther Chemutai-Chairperson
i) Amos Akelo - Member
iii) Mohammed Hassan — County Director (TVET)
3. Audit and Risk Committee
)] Dr Patrick Wafula Okanya -Chairperson
i) Leonard Kahungu - Member

iii) Lucy Achieng Ogol-Member
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1. Acronyms & Glossary of Terms

BOG
ICPAK
IPSAS
PFM
PSASB
TTI
TTC
HTVC
TVC

Fiduciary Management

Board of Governors

Institute of Certified Public Accountants of Kenya

International Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Technical Training Institute

Teacher Training College

Heroes Technical and Vocational College

Technical Vocational College

Key management personnel who have financial responsibility in

the entity
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II.

(a)

(b)

Key Entity Information and Management

Background information

Heroes Technical and Vocational College was incorporated/ established under the
TVET 2013 Act on 28th January 2021. HEROES Technical and Vocational
College is domiciled in Kenya and has no branches. The institute is under the
Ministry of Education, State Department of Technical & Vocational Education
and Training.

Heroes technical and Vocational College opened its first doors to new students’
admissions in the month of February 2021. HEROES TVC is in Nakuru County,
Bahati Constituency, Kabatini ward. When the college was established the area
community benefitted so much as there was no nearby college providing such
courses and taking students at a more convenient and reliable environment. The
college in its 4th year since operation has managed to admit more than 400
students who are taking Artisan, Craft and Diploma levels, CDACC Levels 4,5
and 6 as well as NITA Grade III, 11 & 1.

There are seven departments currently formed under the TVET Act 2013 which
are Building and Civil Engineering Department, Mechanical Engineering
Department, Information Communication Technology Department, Business
Department, Electrical and Electronics Engineering Department, Hospitality
Management Department and Fashion Design Department. More departments to
be incorporated as and when demand arises.

Principal Activities

The principal activity of Heroes Technical and Vocational College is to offer high
quality Technical Training and carry out innovative research within and outside
the college

The Vision of the institution is to be a global excellence in technical skills,
research and innovation for growth and development.

The Mission of the institution is to offer accessible quality technical and
vocational education training, research and innovation for sustainable
development..

The core functions or objectives of Heroes Technical and Vocational College
are college is mandated to offer technical and vocational courses in across levels
3, 4, 5 and 6 which are examined by CBET CDACC, KNEC and NITA. the
institution also offers co-curricular activities ranging from sports, drama, clubs
and societies as well environmental and talent-based engagements.

The core functions or objectives of Heroes Technical and Vocational College are

To provide quality technical, knowledge, skills and technology for sustainable development

To advance relevant knowledge and its practical application through research and innovation.

To increase student access to courses by offering a wide range of TVET courses.

Aspire to provide to provide an all-inclusive training.

i
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(c) Key Management
Heroes TVC’s day-to-day management is under the following key organs:
Heroes Technical and Vocational College is under the Board of Governors.
The principal is the accounting officer is in-charge of administrative functions of the college
The Institution has two Deputy Principals; D/Principal Academic Affairs and D/Principal
Administration.
(d) Fiduciary Management
The key management personnel who held office during the financial year ended 30th June 2024

and who had direct fiduciary responsibility were:

1. Principal Mr Otara N Oreti

2 Deputy principal Aadministration Mr Daniel Okello

4 Registrar (s) Mr Duncan C Kones
5 Dean of students Mr Anthony Gathekia
6 Head of Finance Mr Michael Mathenge
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Heroes TVC Main Campus Building,
Mawanga-Murunyu-Wanyororo Road
P.O. Box 13701-20100
Nakuru, Kenya.

() Entity Contacts
Telephone: (254) 792526073
E-mail: heroestechnical2019@gmail.com
Website: www.heroestvc.act.ke

(g) Entity Bankers
Equity Bank Kenya Ltd
Nakuru Branch
P.O. Box 12568-20100
Gatehouse-Nakuru, Kenya

(h) Independent Auditors

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

(i) Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

Vi
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The Board of Governors

Dr. Isaac Wanjohi Kingori
-PhD Ed,M.Ed, B.Ed
HEROES TVC BOG
/. _ -25 Years in Education Sector.
Chairperson ) o )
-Director Laikipia Uni. Nyahururu Campus
-PhD, M.Sc, B.Sc
. Dr Patrick Wafula Okanya -2 Years research assistant-UON
' Member Board of Governors -4 Years in Research Institute HZ1 Germany
-Senior Lecturer TUK
-PhD-MIS (ongoing-JKUAT), MBA-MIS, B.Ed.
Arts
3. Benard Kitur
-23 Years in Education Sector.
Member Board of Governors ) . _
-Currently Ag. Director Civic Education NCG
Esther Chemutai Koske -PhD Business Administration-Ongoing,
. Member Board of Governors MBA(JKUAT)
. -30 Yrs. in Administration, Currently A.D OAS
and Lecturer Kabarak University
-Holds a PhD , M.Ed
Lucy Achieng Ogol
-35 Years in Education, D/Director KICD and
5. Member Board of Governors .
currently Lecturer Tom Mboya University
College.
Eng. Leonard Kahungu o o
-Holds a B.Sc Civil Engineering.
Member Board of Governors ) )
0. -Registered Graduate Engineer-EBK
-7 Years in Civil Engineering Practice
-- Holder of MSC Finance
: Nancy Wanjiku Karanja (CPA) -Certified Public Accountant K
' -Bachelor of Commerce (Finance)-JKUAT
Project Finance Lead-Waruhiu Construction
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Company.

Mr Otara N Oreti
8. Principal & Secretary to the

Board of Governors

MBA Accounting-UON
-Principal and the Secretary to the BoG Heroes

Technical and Vocational College.

Mohammed Hassan

9. County Director (TVET)

-County Director-Technical &Vocational

Education and Training.

viii
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IV. Key Management Team

Mr Otara N Oreti MBA Accounting-UON
Principal & Secretary to the -Principal and the Secretary to the BoG Heroes
1. Board of Governors Technical and Vocational College.

-Currently the D/ Principal Administration

- HND Building & Civil Eng Technology
Mr Daniel O Okello )
- Diploma in Building Engineering
Deputy Principal ) )
- Diploma in Technical Education

2: (Administration)
-CPA 2
Mr Michael Mathenge -Currently The Accountant & Finance Officer-
3 Finance officer/Accountant Heroes TVC
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V. Chairman’s Statement

I am delighted to present the annual financial statement of Heroes technical and vocational
college for the year ended 30" June 2023.

Heroes technical and vocational college realized a significant achievement notwithstanding
financial challenges. There is a significant improvement in the areas of learning by recruiting
more teaching staff on BOG terms and also slight increment in student population through
marketing interventions.

The Institution faced financial challenges due to poor fees payment and insufficient grants which
affected the provision of services. The institution is facing high competition form established
institution within its proximity that is why there is low enrolment across the intakes.

I take this opportunity to confirm the commitment of the board in providing effective leadership
for the growth of the college. In this regard, the board will continue to maintain policy direction
which will facilitate management and staff to work together and engage stakeholders to realize
their dream in accordance with spirit of participation enshrined in our constitution. I thank all

stakeholders who has contributed for the success of the institution.

Dr. Isdac Wanjohi Kingori

Chairman, Board of Governors.

Date:
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VI.  Report of the Chief Principal

It’s my pleasure to present the financial year statement for the year ended 30" June 2023. This
year, the institution witnessed a slight increase in student enrolment. Despite the challenges, the
institution continues to discharge its mandate of training and we expect student population to
increase in the future due to various marketing initiatives being undertaken.

The main source of revenue to the institution is fess collection which contributed ksh 2,463,600
and capitation and recurrent grants amounted to ksh 4,823,600 .

On behalf of the institution, I take this opportunity to thank government of Kenya the continued
support and also collaborators and other stakeholders which was way beyond our expectations.
To the management team, all staff and students i wish to sincerely thank them for the peace, hard

work and discipline exhibited in the year.
<

tara N Oreti
PRINCIPAL.
Date:

Xi
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VII. Statement of Performance against Predetermined Objectives

I. Competent | «To produce -Additional - Marketing. - 10 approved
Graduates competent marketable - Scholarships and CDACC
graduates courses at Collaborations courses
« To implement HEROES TVC - Surveys added to the
programs that approved
are market KNEC
driven. courses
- Increase in
trainee’s
intake from 73
in the year
2022 to 200
trainees in
May 2023
Facilities and To provide - Investing in - Trainings Construction
infrastructure adequate learning - No. of Practical of a
Development infrastructure to facilities and lessons for ICT, Hospitality
support infrastructure by Electrical and department
expanded fully Building workshop
mandate of implementing departments. Setting up of
HTVC what is outlined a computer
in the Master lab.
plan
- Acquiring
modern
equipment that
will enhance

Xii
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effective and
efficient delivery
of programs/

courses.

-Trainees

Welfare

- To enhance

student welfare

- Collaborating
with the

community to

- No. of hostels
constructed

- No. of students

Entered into
an agreement

with

provide hostels being neighbouring
- Availing accommodated private
guidance and by the tenants developers to
counseling - No. of students setup a
services. changing their hostel to
- Establish Career morals values. accommodat
guidance office e upto 100
trainees.
A
counselling
and career
advisory
offices
established.
Research and - To undertake |- Strengthen its - Attendance list Attended a

Innovation

research that
will deepen
knowledge and
stimulate

innovation

capacity for
research.

- Carry out various
researches and
innovations
informed by the
needs of the

industry

of the trade fair
in the college

- Attendance list
of the students
presenting the
innovations in

the trade fairs.

benchmarkin
g session
held at
Bomet
Central TVC

xiii
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Institutional - To achieve - Initiate - No. of + Recruitment

Capacity quality service management advertised of 8 staff
delivery information positions both PSC and

- To attract and systems and - No. of newly BOG has
retain skilled, quality assurance employed staff been
motivated and | - Recruit, select - Attendance list achieved
productive and retain of the MIS Capacity
staff adequate human launching in Building of

resource with the places. Training staff
right skills and in readiness
competencies. for CBET

- Implement CDACC
initiatives for rollout.
motivating staff General Staff
such as attractive Team
terms and Building
condition of
service.

- capacity
building and
provision of
adequate tools
and equipment.

Governance - To maintain - Establish clear - No. of Achieved
and governance appointment more than 15
continually structures letters new
improve - Establish - No. of job appointment
principles of organizational evaluations for trainers and
good structure to the FY BOG staff
governance make it Developed

responsive to the various

Xiv




Heroes Technical and Vocation College

Annual Report and Financial Statements for the year ended 30th June 2023

emerging trends
Develop job
descriptions and
job
specifications
Conduct job
evaluations
Make
appointments
and promotion
of staff on merit
Fully adhere to
the provisions of
relevant Acts,
regulations and
guidelines
Engage in
effective risk

management.

manuals and

policies.

ICT integration

- To integrate
ICT in
management
and teaching-

learning

Initiate and
operationalize
ICT
infrastructure *
Install a CCTV
network ¢
Expand internet
bandwidth based
on usage and
demand
Expand Wi-Fi

coverage to the

Present ICT
policy
document
MIS system in
place

No. of cameras
supporting the
CCTV
surveillance
The size of
speed and

coverage area of

ICT policy in
place (Draft
D

Expanded
and a reliable
internet
network to
accommodat

e the students

XV
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entire institute
compound.
Acquisition and
installation of
requisite
software and
equipment for
the Virtual
learning center
Strategy
Establish MIS
to capture all
administrative
functions within
plan period
Implement
recommendation
s of ICT audit
and ICT policies,

regulations and

the expanded

internet

procedures
Resource - To identify, Lobby Total amount -100 students
Mobilization secure and constituency and funds received | being funded
manage national and from funding by the CDF
financial county organizations through the
resources governments for Procurement MPS office
efficiently and additional funds. plan -Memorandums
effectively Initiate and documentation | with 3 NGOs
operationalize in place for needy
income Audit policy students
generating documentation | sponsorship.

Xvi
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activities in place

- Lobby for
funding from
international
donors, partners
and industry.

- Managing
financial
resources
prudently

- Comply with
government
PFM acts and
treasury circulars

- Comply with
government
procurement
regulations

- Conduct impact
audits on
expenditure

- To streamline
the purchasing
and procurement
system

- Prioritizing and

allocation of

financial
resourcces.
- To implement | - Implement - No. of approved + 10 additional
Curriculum and design approved course course syllabi in CDACC

XVii
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Implementation
and

Development

market
oriented and
demand-driven

programmes

syllabi

Obtain
accreditation and
licensing from
relevant legal
and regulatory
bodies - Promote
flexible and
blended learning
To design and
implement
competency-
based courses
(CBET)
Operationalizing
partnership with
the industry in
the
implementation

of the

the college
- Total no. of
accredited

courses

courses

approved.

curriculum.

Human - To attract and Carry out - No. of capacity Training staff
Resource retain capacity building building CBET-
Development competent Establish a trainings held CDACC

Staff performance - NO. of curriculum

- To provide an reward system reviewed implementati

enabling Review terms positions on.

environment and conditions - No. of staff

for teaching of service. appraised

and Appraise staff

nonteaching

annually

XVili
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staff to
develop
themselves.
Enrolment and | - To optimize Monitor the - Percentage Placing the
tracer studies student optimum increase in HELB icon
enrolment. capacity per student intake on the
course No of marketing college
Carry out events website

continuous
marketing for
brand
recognition.
Sensitize
trainees on

HELB loans and

other avenues of

Increase in the
HELB loan
funding

Increase of
student
intake from
73 to 200
trainees
Increase of
marketing

activities.

financing Setting up of
Conducting institutional
guidance and website.
counselling on a
continuous basis
Linkages - To Strengthen Engage MIS and No. of students Memorandu
partnerships and enlarge ICT departments gone for ms with 3
and linkages with Engage customer attachment NGOs for
Networking strategic care office No. of MOUs needy
partners Establish stablished with students
nationally and linkages HEROES TVC sponsorship.

internationally
- To improve
TTVC online

presence

partnerships and
liaising with
industrial

organizations to

XIX




Heroes Technical and Vocation College
Annual Report and Financial Statements for the year ended 30th June 2023

explore ways of
putting into use
technologies or
innovations that
have been
developed and

attachments

VIIIL. Corporate Governance Statement

1. Code of conduct/ responsibilities of board members

Heroes Board of Governors relies on the prescription of the Technical and Vocational
Education and Training Act, 2013 on the description of its responsibilities, functions and
structure and ethical conduct.

2. Appointment and removal of Board of Governors

The appointment and removal of the Board of Governors is prescribed under the
Technical and Vocational Education and Training Act, 2013. The appointing authority
takes into consideration skills mix in selection to ensure persons with key specialization
are included such as Information Communication Technology, Finance, Technical areas
etc. it also factors in gender and ethnic representation as per the Constitution. The current
Board of Governors was appointed by the Permanent Secretary Ministry of Education
Science and Technology in 14" November 2023 and it is meant to run for the next three
years.

3. Training

The Board of Governors attended induction training in corporate governance organized
by the Ministry through the Technical and Vocational Education and Training in
December 2023 and was attended by all members led by the Chairperson.

4. Board performance evaluation

There is a formal process for reviewing and evaluation of Boards performance and its

committee

XX
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1)

5. Conflict of interest

Declaration of conflict of interest is maintained in all meetings. A register of conflict of
interest is maintained by the institution to record all the declarations

6. Board remuneration

The Board are entitled to sitting allowance as prescribed in the Heroes Technical and
Vocational College Board allowances.

7. Succession plan

The current board does not have a succession plan as members appointed were given the
same time of tenure. The Institute is in discussion with the parent ministry to stagger

appointment of the Board members

8. Board meeting attendance
9. The board holds its meetings at least once every quarter. In Financial Year 2022/2023

, meetings were held as follows;

Nature of meeting Ordinary Special Total

1 Full Board 2 ] 3

2 | Committee Meetings 1 1

3 Training 1 |

Risks and opportunities

Strengths

Experienced, committed and supportive Board of Governors
Community good will

Existence of students’ council

Committed management team

Opportunities

Increase in the number of training programmes

Increasing demand for technical education

Harmonious relationship with the community

XXi
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Existence of Higher Education Loans Board, Constituency Development Fund and other
Bursaries and scholarships
Partnership with other institutions

Placement of trainees by Kenya Universities And College Central Placements Service

The Entities Challenges

2)

3)

4)

5)

Inadequate Public Service Commission trainers

Inadequate class rooms

Delayed disbursement of Government of Kenya capitation and fees for sponsored
students.

Un consistent water flow.

Delayed delivery of government training equipment

Material arrears in financial obligation

There exist material arrears in financial obligation to the institute by the government and
student fee arrears.

Compliance with statutory deductions

The institute complies with all the statutory obligations that include Pay as You Earn,
National Social Security Fund, Higher Education Loans Board, and National Hospital
Insurance Fund and there is no pending obligation known to the institution in regards to
statutory obligation. The institute even holds a compliance certificate on the same.
Performance contracting

. The Performance contract for Financial Year 2022/2023 was not negotiated by the
Board with the ministry of Education because the institute did not have all the documents
required for negotiations i.e Strategic plan

Students welfare

The Dean of Students Office is mandated with management of all students’ welfare
matters. It supports welfare activities through the student council. These activities include
election and managing students’ council, participation in co-curriculum activities,

guidance and counselling and inter religious activities.

Xxii
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IX.

1)

2)

Management Discussion and Analysis

Financial performance

In the financial year 2022/2023, the exchequer contribution totaled to Ksh.2,360,000 for
recurrent expenditure purposes as compared with Ksh 2,000,000 in the previous year.
Internally generated income of Ksh 2,463,600 collected was from fees from regular
students, National youth service trainees and hostel income. The Institute recorded an
aggregate income of Ksh 4,823,600 during the year while the recurrent expenditure stood
at Ksh 5,650,195.

Key projects and investment decisions

Capital projects are key to the growth and development of the Institute given its
continued expansion and improvement of the required physical facilities to accommodate
increasing population.

During the year under review, the major projects undertaken included setting up of a
computer lab, acquisition of classroom furniture, workshop equipment’s and
consumables and Marketing of the Institute’s Programmes. The challenges in

implementation include delays in disbursement of funds.

Risks and opportunities

Strengths

Experienced, committed and supportive Board of Governors
Community good will

Existence of students’ council

Committed management team

Opportunities

Increase in the number of training programmes

Increasing demand for technical education

Harmonious relationship with the community

XXIiii
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Existence of Higher Education Loans Board, Constituency Development Fund and other
Bursaries and scholarships
Partnership with other institutions

Placement of trainees by Kenya Universities And College Central Placements Service

The Entities Challenges

1)

2)

3)

4)

Inadequate Public Service Commission trainers

Inadequate class rooms

Delayed disbursement of Government of Kenya capitation and fees for sponsored
students.

Un consistent water flow.

Delayed delivery of government training equipment

Material arrears in financial obligation

There exist material arrears in financial obligation to the institute by the government and
student fee arrears.

Compliance with statutory deductions

The institute complies with all the statutory obligations that include Pay as You Earn,
National Social Security Fund, Higher Education Loans Board, and National Hospital
Insurance Fund and there is no pending obligation known to the institution in regards to
statutory obligation. The institute even holds a compliance certificate on the same.
Performance contracting

. The Performance contract for Financial Year 2022/2023 was not negotiated by the
Board with the ministry of Education because the institute did not have all the documents
required for negotiations i.e Strategic plan

Students welfare

The Dean of Students Office is mandated with management of all students’ welfare
matters. It supports welfare activities through the student council. These activities include
election and managing students’ council, participation in co-curriculum activities,

guidance and counselling and inter religious activities.

XXIV
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X. Environmental And Sustainability Reporting Statement

Heroes Technical & Vocational College exists to change lives. This is our purpose; the driving

force behind everything we do. It’s what guides us to deliver our strategy, which is founded on

three pillars: putting the customer first, delivering relevant skills, knowledge and attitudes and

improving operational excellence. Below is a brief highlight of our achievements in each pillar

1.

Sustainability strategy and profile -

We take it to be our responsibility to ensure that there is continuous improvement and
integration with economic, environmental and social undertaking. We strive to work
closely with our clients, suppliers, the local community, partners and other stakeholders.
Skills Delivery

We take pride in our success in delivering skilled graduates possessing the right set of
attitudes and knowledge that fits the market needs.

Employee welfare

The institute follows the guidelines of the public service human resource policy on
recruitment, training and appraisal. We also adhere to the provision of the safety and
compliance with Occupational Safety and Health Act of 2007, and have a policy in place

that is being implemented.

XXV
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XI. = Report of the Council/Board of Governors

The Board members submit their report together with the audited financial statements for the
year ended June 30, 2023 which show the state of the Heroes Technical and Vocational College
affairs.

Principal activities

The principal activity of the Heroes Technical and Vocational College is to offer high quality
Technical Training, carry out innovative research and community outreach programmes for
sustainable socio-economic development

Results

The results of the Heroes Technical and Vocational College for the year ended June 30, 2023 are
set out on page | to 5

BOARD OF GOVERNORS

The members of the Board who served during the first and second quarter of financial year their
term expired and the college inaugurated a new board in the third quarter of the financial year
and they are as captured on page vii All Board members are still on session since no Board
member retired neither resigned.

Auditors

The Auditor General is responsible for the statutory audit of the Heroes Technical & Vocational
College in accordance with Article 229 of the Constitution of Kenya and the Public Audit Act
2015

By Order of the Board

ecretary of the Board
Nairobi

Date:

XXVi
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Statement of Board of Governors Responsibilities

Section 81 of the Public Finance Management Act, 2012 and require the council members to prepare
financial statements in respect of Heroes Technical & Vocational College, which give a true and fair
view of the of the college at the end of the financial year and the operating results of the institute for
that year. The council members are also required to ensure that the Heroes Technical and Vocational
College keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Institute. The council members are also responsible for safeguarding the assets of

Heroes Technical and Vocational College.

The council members are responsible for the preparation and presentation of the Heroes Technical
and Vocational College financial statements, which give a true and fair view of the of the Heroes
Technical and Vocational College for and as at the end of the financial year (period) ended on June
30, 2024. This responsibility includes: (i) maintaining adequate financial management arrangements
and ensuring that these continue to be effective throughout the reporting period; (ii) maintaining
proper accounting records, which disclose with reasonable accuracy at any time the financial position
of the entity; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to error or fraud; (iv) safeguarding the assets of Heroes
Technical and Vocational College; (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 Heroes Technical and Vocational College
financial statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012. The council
members believe Heroes Technical & Vocational College financial statements give a true and fair
view of the state of the institutes transactions during the financial year ended June 30, 2023, and of
the Institutes financial position as at that date. The council members further confirm the
completeness of the accounting records maintained for Heroes Technical and Vocational College,
which have been relied upon in the preparation of the Institutions financial statements as well as the

adequacy of the systems of internal financial control.
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Nothing has come to the attention of the council members to indicate that the Heroes Technical &
Vocational College will not remain a going concern for at least the next twelve months from the date

of this statement.

. Approval of the financial statements
Heroes Technical & Vocational College financial statements were approved by the Board on

/09/2023 and signed on its behalf by:

Caleb Oburu Orenge Otara N Oreti
Chairperson of the Board Accounting Officer/Principal
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Email: info@oagkenya.go.ke , Annlversary Towers

_ Monrovia Street
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P.O Box 30084-00100

OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON HEROES TECHNICAL AND
VOCATIONAL COLLEGE FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

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

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

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

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

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The report on financial statements
should be read together with the report on lawfulness and effectiveness in the use of
public resources, and the report on effectiveness of internal controls, risk management
and Governance.

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

| have audited the accompanying financial statements of Heroes Technical and
Vocational College as set out on pages 1 to 32, which comprise of the statement of
financial position as at 30 June, 2023 and the statement of financial performance,
statement of changes in net assets, statement of cash flows and the statement of
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comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Heroes Technical and Vocational College as at 30 June,
2023 and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Accrual Basis) and
comply with the Technical and Vocational Education Training Act, 2013 and Public
Finance Management Act, 2012.

Basis for Qualified Opinion
1. Inaccuracies in the Financial Statements

The statement of financial performance reflects amounts of Kshs.2,463,600 and
Kshs.2,868,615 in respect of rendering of services — fees from students and use of goods
and services respectively. However, the statement of cash flows reflects balances of
Kshs.2,463,600 and Kshs.2,868,615 resulting in wunexplained variances of
Kshs.1,397,469 and Kshs.245,000 respectively.

In addition, the statement of financial performance reflects depreciation and amortization
expense amounting to Kshs.1,401,580. However, the corresponding Note 11 to the
financial statements indicates a Nil balance resulting in an unexplained variance of
Kshs.1,401,580.

Further, the statement of changes in net assets reflects Nil transfer of depreciation
/amortization from capital fund to retailed earnings. However, the statement of financial
performance indicated depreciation and amortization expense of Kshs.1,401,580
resulting in in an unexplained variance of Kshs.1,401,580.

The statement of changes in net assets reflects an opening balance of Kshs.81,695,706
in respect of capital/development grants/funds which, as previously reported, was not
supported.

Note 15 of the financial statements reflects property, plant and equipment balance of
Kshs.6,056,090. However, the recomputed amount is Kshs.76,056,090 resulting in an
unexplained variance of Kshs.70,000,000. In addition, Note 15(b) of the financial
statements reflects property, plant and equipment balance of Kshs.76,056,090. However,
the recomputed amount is Kshs.75,716,774 resulting in an unexplained variance of
Kshs.339,316 which has not been explained or reconciled.

Review of the College’s financial statements revealed that there some components
whose opening balances were at variance with the prior year's audited financial
statements as detailed in the table below:
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Details Opening Balance as | Closing Balance as Variance
per the Financial per Prior Year's (Kshs)
Statements Audited Financial
(Kshs) Statements
(Kshs)
Statement of Financial Position
Rendering of Fees Nil 1,033,560 1,033,560
from Students
Use of goods and Nil 1,755,006 1,755,006
services
Employee Cost Nil 877,880 877,880
Net Surplus for the 224 654 -1,374,672 1,599,326
Period
Statement of changes in Net Assets
Retained Earnings -808,982 -1,374,672 565,690
Total Net Assets 80,886,724 80,321,034 565,690

Management has not provided any explanation for the variances observed.

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

2. Undisclosed Transfers from the National Government — Grants Amount

The statement of financial performance reflects an amount of Kshs.2,360,000 in respect
of transfers from National Government - grants/gifts in kind received from the State
Department for Technical, Vocational Education and Training as recurrent grants.
However, the amount was not recorded in the College’s cash book and was not reflected
as reconciling items in the bank reconciliation statements during the year under review.
Further, review of the bank statements indicated that only an amount of Kshs.180,000
was credited to the entity’s account on 27 June, 2023. The balance of Kshs.2,180,000
was therefore not be accounted for.

In the circumstances, the accuracy and completeness of the transfers from National
Government - grants/gifts in kind amount of Kshs.2,360,000 could not be confirmed.

3. Unsupported Rendering of Services- Fees from Students Amount

The statement of financial performance reflects rendering of services- fees from students
balance of Kshs.2,463,600 as disclosed in Note 7 to the financial statements. However,
the supporting receipts schedule provided reflects a balance of Kshs.5,013,892 resulting
in an unexplained variance of Kshs.2,550,292.

Further, review of the supporting schedule provided revealed that the College accrued an
amount of Kshs.5,013,892.00 from ninety-seven (97) students. However, the College
managed to actually collect Kshs.1,678,176 or 33 % of the expected amount. Failure to
collect revenue negatively affects the learning process of the students in provision of
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learning materials since it is a Technical College, compromising the quality of education.
It also affects the daily operations of the College since there are no sufficient funds to
engage suppliers of various goods and services.

In addition, the receipts schedule did not indicate the receipt voucher numbers, dates,
description of transactions and accounts credited. It was also observed that the receipt
counterfoils did not have the admission number of the students and details of whom
received the money and issued the receipts.

In the circumstances, the accuracy and completeness of the rendering of services - fees
from students amount of Kshs.2,463,600 could not be confirmed.

4. Variance in the Use of Goods and Services Amount

The statement of financial performance reflects an amount of Kshs.2,868,615 in respect
of use of goods and services. However, review of the supporting ledgers and schedules
provided for audit revealed a balance of Kshs.1,256,316 resulting to an unexplained
variance of Kshs.1,612,299.

In the circumstances, the accuracy and completeness of the use of goods and services
amount of Kshs.2,868,615 could not be confirmed.

5. Unsupported Use of Goods and Services Expenditure

The statement of financial performance reflects a balance of Kshs.2,868,615 in respect
of use of goods and services as disclosed in Note 8 to the financial statements. The
expenditure relates to the procurement goods and services under various sub items for
the College operations. However, the expenses were not supported by payment
vouchers, requisitions for user departments, approvals, quotations, delivery notes,
invitation letters for trainings, invoices for electricity and water, attendance lists and
relevant receipts. No explanation was provided for this unsatisfactory situation.

In the circumstances, the accuracy, completeness and propriety of the use of goods and
services expenditure of Kshs.2,868,615 could not be confirmed.

6. Unsupported Expenditure on Remuneration of Board Members

The statement of financial performance reflects remuneration of Board members amount
of Kshs.300,000 as disclosed in note 10 to the financial statements. However, the
supporting documents such as Board minutes, attendance register and applicable rates
of payments for allowances to Board members were not provided for audit verification.
Further, there was no evidence that the Board held any meetings during the year under
review.

In the circumstances, the accuracy, completeness and propriety of the remuneration of
Board members amount of Kshs.300,000 could not be confirmed.

7. Unsupported Depreciation and Amortization Expenses

The statement of financial performance reflects a depreciation and amortization expense
amount of Kshs.1,401,580. However, Management did not provide a detailed
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depreciation schedule in support of the amount and it was therefore not possible to
confirm the name and class of assets that were depreciated, the rates of depreciation and
their useful life.

In the circumstances, the accuracy and completeness of the depreciation and
amortization expenses totalling Kshs.1,401,580 could not be confirmed.

8. Unsupported Cash and Cash Equivalents Balance

The statement of financial position reflects cash and cash equivalents balance of
Kshs.20,308 which as disclosed in Note 13 to the financial statements related to an
amount held in a local bank account. Review of the College’s cashbook revealed that it
was not well maintained. The cash book provided was in Microsoft-Excel format and it did
not indicate the closing balance as at 30 June, 2022. It was therefore not possible to
confirm the basis of the balance of Kshs.20,308 disclosed in the financial statements.

Further, the College did not provide a bank confirmation certificate for the account as at
the closure of the financial year. It was therefore not possible to verify the accuracy of the
disclosed balance of Kshs.20,308.

In addition, Management did not prepare monthly bank reconciliation statements and
provide them for audit verification as required. Therefore, there is a risk that the cash and
cash equivalents balance of Kshs.20,308 may be misstated in the financial statements.

In the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.20,308 could not be confirmed.

9. Unsupported Property, Plant and Equipment Balance

The statement of financial position and Note 15 to the financial statements reflect
property, plant and equipment balance of Kshs.76,056,090. The balance includes land
valued at Kshs.25,000,000, buildings and structures amount of Kshs.50,605,552,
furniture and fittings valued at Kshs.339,315 and computers with a net book value of
Kshs.111,222.

However, review of records revealed the following observations:

i) The College’s land title deed is registered in the name of Bahati Technical and
Vocational College for the land measuring approximately five (5) acres on which
the College is situated. Further, the land valuation reports were not provided for
audit to confirm the land value.

iM) Note 15 to the financial statements reflected nil accumulated depreciation for all
classes of assets as at 1 July, 2022. However, the prior year's audited financial
statements reflect amounts of Kshs.1,974,630 for buildings and structures,
Kshs.55,398 for furniture and fittings and Kshs.83,250 for computers all totaling to
Kshs.2,113,278 resulting in an unexplained variance of Kshs.2,113,278.

iii) Further, the office equipment, furniture and fittings, ICT equipment, tools and
apparatus and machinery and equipment were neither tagged nor serialized as
College owned assets.
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In the circumstances, accuracy and the completeness of the property, plant and
equipment balance of Kshs.76,056,090 could not be confirmed.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no other key audit matters
to communicate in my report.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a total revenue
budget of Kshs.8,242 000 against actual on comparable basis amount of Kshs.4,823,600
resulting to an under-funding of Kshs.3,418,400 or 41% of the budget. Further, the
statement reflects that the College spent an amount of Kshs.4,248,615 against actual
receipts of Kshs.4,823,600 resulting to an under-absorption of Kshs.574,985 or 12% of
actual receipts.

In addition, the statement did not disclose the explanations for the material over/under
funding or expenditure as required by Paragraph 14 of International Public Sector
Accounting Standards No. 24.

The under-funding and under-absorption affected the planned activities of the College
and may have impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information set out on page iii to xxviii which
comprise of Key Entity Information and Management, The Board of Governors, Key
Management Team, Chairman’s Statement, Report of the Principal, Statement of
Performance against Predetermined Objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting
Statement, Report of the Board of Governors and Statement of Board of Governors
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the College’s financial statements, my responsibility is to
read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work | have performed,
| conclude that there is a material misstatement of this other information and | am required
to report that fact. | have nothing to report in this regard.
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My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the basis for conclusion on
lawfulness and effectiveness in the use of public resources section of my report, | 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. Late Submission of Financial Statements

Management of the College submitted the financial statements for the financial year
2022/2023 on 28 February, 2025 which is one (1) year and five (5) months after the
statutory requirement to submit not later than 30 September, 2023. This is contrary to
Section 47 (1) of the Public Audit Act, 2015 which states that the financial statements
required under the Constitution, the Public Finance Management Act, 2012 and any other
legislation, shall be submitted to the Auditor - General within three months after the end
of the fiscal year to which the accounts relate.

In the circumstances, Management was in breach of the law.
2. Employment of Staff without a Valid Contract or Agreement

The statement of financial performance reflects an amount of Kshs.1,080,000 in respect
of employee costs as disclosed in Note 9 to the financial statements. During the year
under review, the College engaged several teaching and non-teaching staff on casual
basis. However, the employees were engaged verbally and without a valid contract of
employment that would specify the terms of employment. This contrary to Section 10 (1)
of the Employment Act, 2007 which states that a written contract of service specified in
section 9 shall state particulars of employment which may, subject to subsection (3), be
given in instalments and shall be given not later than two months after the beginning of
the employment.

In the circumstances, Management was in breach of the law and the regularity of the
employee costs amounting to Kshs.1,080,000 could not be confirmed.

3. Lack of Internal Audit Function and Audit Committee

During the year, the College did not have an internal audit function and an audit committee
in place. This is contrary to the Section 73 (1) (a) of the Public Finance Management Act,
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2012 which provides that a National Government entity shall ensure that it complies with
the Act and - has appropriate arrangements for conducting internal audit according to the
guidelines issued by the Accounting Standards Board. Further sub-section 5 states that
every National Government public entity shall establish an internal auditing committee
whose composition and functions are to be prescribed by the regulations.

In the circumstances, Management was in breach of the law and regulations.

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 effect of 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 governance were not effective.

Basis for Conclusion

1. Long Outstanding Receivables from Exchange Transactions Balance

The statement of the financial position reflects a balance of Kshs.4,228,731 in respect of
current portion of receivables from exchange transactions as disclosed under Note 14 to
the financial statements. Further, Note 14 (b) indicates that included in the balance is an
amount of Kshs.3,640,244 or 86% of total receivables which has been outstanding for
more than one (1) year and whose recoverability is doubtful.

In the circumstances, the recoverability of the current portion of receivables from
exchange transactions balance of Kshs.3,640,244 could not be confirmed.

2. Lack of a Fixed Asset Register

The statement of financial position reflects property, plant and equipment balance of
Kshs.78,677,168. However, during the year under review, the College did not maintain
fixed Asset register. This is contrary to Regulation 143 (1) of the Public Finance
Management (National Government) Regulations, 2015 and Regulation 170 of the Public
Procurement and Asset Disposal Regulations, 2020. There is a risk that due to the lack
of an assets register, the College may lose some of its assets due to theft or
misappropriation.

In the circumstances, the effectiveness of internal controls related to management of
assets could not be confirmed.

3. Lack of an Approved Strategic Plan

During the year under review, the College did not have an approved strategic plan as
required. This is contrary to Section 29 (d) of the Technical and Vocational Education and
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Training Act, 2013 which states that the functions of the organs set out under section 28
(1) shall include developing and implementing the institutions’ strategic plan. The
organization cannot execute its operations adequately.

In the circumstances, the College may not be able to adequately measure the
achievements of its strategic objectives.

4. Lack of a Risk Management and Fraud Policy

During the year under review, the College did not have in place a fraud management
policy to assist in detecting and preventing fraud during the year under review. Further,
Management did not have a risk management policy or strategy in place and therefore,
had no approved processes and guidelines on how to mitigate operational, legal and
financial risks. This is contrary to Regulation 165 of the Public Finance Management
(National Government) Regulations, 2015.

In addition, the college lacks a disaster recovery plan or business continuity plan which
outlines how it will continue operating during an unplanned disruption in service.
Management has not instituted its own policies and procedures to guide key financial
processes and controls for the management of personnel and related expenditure.
Management did not perform formal risk assessments during the financial year under
review.

There is a risk that management is not in a position to identify individual risks, magnitude
and likelihood of occurrence. The management may not therefore, be in a position to
evaluate, rank and prioritize critical risks and channel resources towards mitigating
identified risks. Ultimately the utilization of resources and quality of service may be
negatively affected

In the circumstances, the effectiveness of internal controls, risk management and
governance could not be confirmed.

5. Lack of an Approved Staff Establishment

During the year, the College did not have an approved staff establishment that ought to
have informed the staffing, competency and effective service delivery by considering the
current staff in post, the optimal staffing levels and the grading structure for the staff. This
was contrary to Policy B.2 (1) of the Human Resource Policies and Procedures Manual
for the Public Service, 2016 which requires every public entity to prepare human resource
plans based on comprehensive job analysis to support achievement of goals and
objectives in their strategic plans.

In the circumstances, Management may not be running the College with an optimal
number of employees and therefore the objectives of the College may not be achieved
as expected.
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing the
College’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using applicable basis of accounting unless
Management is aware of the intention to terminate the College 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.

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

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

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAIs). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’'s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
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material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’'s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

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

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oagkenya.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA Nan )
AUDITOR-GENERAL

Nairobi

15 July, 2025
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Heroes Technical and Vocation College
Annual Report and Financial Statements for the year ended 30th June 2023

XIV. Statement of Financial Performance For The Year Ended 30 June 2023

Kshs Kshs
Revenue from non-exchange transactions
Transfers from the National Government — grants/ gifts in
kind 6 | 2,360,000 2,000,000

2,360,000 2,000,000
Revenue from exchange transactions
Rendering of services- Fees from students 7| 2,463,600
Revenue from exchange transactions 2,463,600 -
Total revenue 4,823,600 2,000,000
Expenses
Use of goods and services 8| 2,868,615
Employee costs 9 1,080,000 -
Remuneration of directors 10 300,000 -
Depreciation and amortization expense 11 1,401,580 1,469,498
Repairs and Maintenance 12 - 305,848
Total expenses 5,650,195 1,775,346
Other gains/(losses)
Gain on sale of assets - -
Unrealized gain on fair value of investments - -
Impairment loss - -
Total other gains/(losses) - -
Net Surplus for the Period (826,595) 224,654

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

The Financial Statements set out on pages 1 to 6 were signed by:

---------------------------------

Chairman of Council/Board Finance Officer

225
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Heroes Technical and Vocation College

Annual Report and Financial Statements for the year ended 30th June 2023

XV. Statement of Financial Position As At 30th June 2023
Kshs Kshs
Assets
Current assets
Cash and cash equivalents 13 20,308 597,792
Current portion of receivables from exchange transactions 14 4,228,731 3,640,244
4,249,039 4,238,036
Non-current assets
Property, plant and equipment 15 76,056,090 77,457,670
76,056,090 77,457,670
Total assets 80,305,129 81,695,706
Liabilities
Current liabilities
Trade and other payables from exchange transactions 16 245,000 -
245,000 -
Non-current liabilities
Non-current employee benefit obligation -
Total liabilities 245,000 -
Net assets 80,060,129 81,695,706
Reserves-Revaluation - -
Accumulated surplus (1,635,577) -
Capital Fund 81,695,706 81,695,706
Total capital and Reserves 80,060,129 81,695,706

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

Finance Officer

Chairman of Council/Board

17 ’D?"w'bj

Date

-----------------------------------

Principal

Date 3_7 { 5 /’!A/
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Heroes Technical and Vocation College

Annual Report and Financial Statements for the year ended 30th June 2023

Statement of Changes in Net Asset For The Year Ended 30 June 2023

. o[ Conia Fand
At July 1, 2021 565,690 81695706 Total
Revaluation gain - - -
Fair value adjustment on quoted investments - - -
Total comprehensive income (1,374,672) - (1.374,672)
Capital/Development grants received during the year - -
Transfer of depreciation/amortisation from capital i )
fund to retained earnings
At June 30, 2022 (808,982) 81,695,706 80,886,724
At Jul, 2023 (808,982) 81,695,706 80,886,724
Net Surplus for the Period (826,595) (826,595)
Capital grants - -
At June 30, 2023 (1,635,577) 81,695,706 80,060,129
Note:
I
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XVII.

Statement of Cash Flows For The Year Ended 30 June 2023

Note | Kshs Kshs

Cash flows from operating activities
Receipts
Transfers from other Government entities/Govt. grants 6 2,360,000 2,000,000
Public contributions and donations
Fees from students 1,066,131.00 976,772.00
Total Receipts

3,426,131.00 2,976,772
Payments
Compensation of employees 1,080,000 877,880
Use of goods and services 2,623,615.00 1,511,212.00
RMI - 305,848.00
board expenses 300,000.00 -
Total Payments 4,003,615 2,694,940
Net cash flows from operating activities (577,484.00) 281,832
Cash flows from investing activities
Purchase of property, plant, equipment and intangible assets - (250,000)
Proceeds from sale of property, plant and equipment
Increase in investments
Net cash flows used in investing activities - (250,000)
Cash flows from financing activities
Capital grants -
Increase in deposits - -
Net cash flows used in financing activities - -
Net increase/(decrease) in cash and cash equivalents (577.484) 31,832
Cash and cash equivalents at 1 July 13 597,792.00 565,960.00
Cash and cash equivalents at 30 June 13 20,308.00 597,792.00
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Statement of Comparison of Budget& Actual amounts For Year Ended 30 June 2023
a b c=atb d e=d/c %

Revenue Kshs Kshs Kshs Kshs Kshs
Transfers from other Govt entities Govt 47
grants 5,000,000 5,000,000 2,360,000 2,640,000
Rendering of services- Fees from students 3,242,000.00 3,242,000 2,463,600 778,400 76
Total income 8,242,000 8,242,000 4,823,600 3,418,400 59
Expenses
Compensation of employees 1,500,000 1,500,000 1,080,000 420,000 72
Use of Goods and services 3,258,000 3,258,000 2,868,615 389,385 88
Repairs and maintainance 234,000 234,000 - 234,000 -
Remuneration of directors 500,000 500,000 300,000 200,000 60
Development 2,750,000 2,750,000 - 2,750,000 -
Total expenditure 8,242,000 8,242,000 4,248,615 3,993,385 52
Surplus for the period - - 574,985

NOTES:
1.
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Notes to the Financial Statements

1.  General Information
Heroes Technical & Vocational College is established by and derives its authority and
accountability from TVET Act. Heroes tvc is wholly owned by the Government of Kenya
and is domiciled in Kenya. The entity’s principal activity is Technical Training.

2.  Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment, marketable
securities and financial instruments at fair value, impaired assets at their estimated recoverable
amounts and actuarially determined liabilities at their present value. The preparation of financial
statements in conformity with International Public Sector Accounting Standards (IPSAS) allows
the use of estimates and assumptions. It also requires management to exercise judgement in the
process of applying the Heroes Technical and Vocational College accounting policies. The areas
involving more judgment 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 Heroes Technical & Vocational College.

The financial statements have been prepared in accordance with the Public Finance Management
Act, the State Corporations Act, the Technical and Vocational Education and Training Act, and
International Public Sector Accounting Standards (IPSAS). The accounting policies adopted
have been consistently applied to all the years presented.

3.  Adoption of New and Revised Standards

i. New and amended standards and interpretations in issue effective in the year ended
30 June 2023.

There are no new standards in the year ended 30th June 2023

ii. New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2023.

Standard Effective date and impact:

IPSAS 41: Applicable: 1% January 2023:

Financial The objective of IPSAS 41 is to establish principles for the financial
Instruments 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 41 provides users of financial statements with more useful

information than IPSAS 29, by:
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Standard

Effective date and impact:

« 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:
Social

Benefits

Applicable: 1% January 2023

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 financial 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

(¢) 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 41,
Financial

Instruments

Applicable: 1st 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 41 was issued.

¢) Amendments to IPSAS 30, to update the guidance for accounting
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Standard

Effective date and impact:

for financial guarantee contracts which were inadvertently
omitted when IPSAS 41 was issued.
Amendments to [PSAS 33, to update the guidance on classifying
financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently omitted when IPSAS 41 was issued.

Other
improvements

to IPSAS

Applicable I*' January 2023

o [PSAS 22 Disclosure of Financial Information about the General
Government Sector.

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

2008).

e [PSAS 39: Employee Benefits

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

defined in IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement

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

superseded by IPSAS 41 which is applicable from 1% January 2023.

IPSAS 43

Applicable I* 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 cash flows of an Entity.
The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

[PSAS 44:
Non- Current
Assets Held
for Sale and
Discontinued

Operations

Applicable I*" January 2025

The Standard requires,

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

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

financial performance.
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iii. Early adoption of standards

Heroes Technical and Vocational College did not early-adopt any new or amended
standards in year 2023
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4.  Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

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

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

Rental income

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

10
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b) Budget information

The original budget for FY 2022/2023 was approved by the Council or Board on xxx.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals to conclude the final budget. Accordingly, the entity recorded additional
appropriations of xxx on the FY 2022/2023 budget following the Council/ Board’s approval. The
entity’s budget is prepared on a different basis to the actual income and expenditure disclosed in
the financial statements. The financial statements are prepared on accrual basis using a
classification based on the nature of expenses in the statement of financial performance, whereas
the budget is prepared on cash basis. The amounts in the financial statements were recast from
the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a comparable basis
to the approved budget, is then presented in the statement of comparison of budget and actual
amounts. In addition to the Basis difference, adjustments to amounts in the financial statements
are also made for differences in the formats and classification schemes adopted for the
presentation of the financial statements and the approved budget. 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
on page 5 under section XVII of these financial statements.

¢) Taxes

Current income tax
The entity is exempt from paying taxes as Guided fax Act.

Value Added Tax
Expenses and assets are recognized net of the amount of sales tax, except:

» 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 payable to, the taxation authority is included as
part of receivables or payables in the statement of financial position.

11
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d) Investment property

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

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

Investment properties are derecognized either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit or
service potential is expected from its disposal. The difference between the net disposal proceeds
and the carrying amount of the asset is recognized in the surplus or deficit in the period of de-
recognition. Transfers are made to or from investment property only when there is a change in
use.

e) Property, plant and equipment

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

f) Leases

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

12
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g) Intangible assets

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

h) Research and development costs

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

™

» The technical feasibility of completing the asset so that the asset will be available for

use or sale.
» lts intention to complete and its ability to use or sell the asset.
» How the asset will generate future economic benefits or service potential
» The availability of resources to complete the asset.

» The ability to measure reliably the expenditure during development.

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.

i) Financial instruments

[PSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. The entity does not have any hedge relationships and therefore the new hedge
accounting rules have no impact on the Company's financial statements. (amend as
appropriate). A financial instrument is any contract that gives rise to a financial asset of one
entity and a financial liability or equity instrument of another entity. At initial recognition, the
entity measures a financial asset or financial liability at its fair value plus or minus, in the case of
a financial asset or financial liability not at fair value through surplus or deficit, transaction costs
that are directly attributable to the acquisition or issue of the financial asset or financial liability.

13
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Financial assets
Classification

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

Subsequent measurement

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

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is
subsequently measured at amortized cost and is not part of a hedging relationship is recognized
in profit or loss when the asset is de-recognized or impaired. Interest income from these financial
assets is included in finance income using the effective interest rate method.

Fair value through net assets

Financial assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through net assets/ equity. Movements in the carrying amount are taken
through net assets, except for the recognition of impairment gains or losses, interest revenue and
foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from
these financial assets is included in finance income using the effective interest rate method.

14
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Fair value through surplus or deficit

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

Trade and other receivables

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

Impairment

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

Financial liabilities

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

j) Inventories

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

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

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

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

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

15
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Inventories (Continued)

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 Heroes TVC.

k) Provisions

Provisions are recognized when the HTVC 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 HTVC 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 HTVC in the notes to the financial statements.
Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of economic
benefits or service potential will arise and the asset’s value can be measured reliably, the asset
and the related revenue are recognized in the financial statements of the period in which the
change occurs.

1) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and/or households that meet
the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of society
as a whole. The entity recognises a social benefit as an expense for the social benefits scheme at
the same time that it recognises a liability. The liability for the social benefit scheme is
measured at the best estimate of the cost (the social benefit payments) that the entity will incur in
fulfilling the present obligations represented by the liability.

16
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m) Nature and purpose of reserves

The Heroes TVC creates and maintains reserves in terms of specific requirements.

n) Changes in accounting policies and estimates

The Heroes TVC recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective application is
impractical.

0) 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

p) 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.

q) Borrowing 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
constructed and borrowings have been incurred. Capitalization ceases when construction of the
asset is complete. Further borrowing costs are charged to the statement of financial performance.

r)  Related parties

The Heroes TVC 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 management are regarded as related parties and comprise the directors, the
Principal and senior managers.

17
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s)  Service concession arrangements

The Heroes TVC 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 Heroes TVC 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.

t)  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.

u) Comparative figures

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

v)  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, 2023.
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Heroes TVC’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 year, are described below. The Entity
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control of
the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual values

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

» The condition of the asset based on the assessment of experts employed by the Enfity.

» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes.

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

» Availability of funding to replace the asset.

» Changes in the market in relation to the asset

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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Notes to the Financial Statements (Continued)

6. Transfers from other National Government entities

KShs

KShs

Unconditional grants

Capitation grants 2,360,000 2,000,000
2,360,000 2,000,000

Conditional grants

Total government grants and subsidies 2,360,000 2,000,000

State

Department of
TVET

2,360,000

a)Transfers from other Government entities (Categorized

2,360,000

2,000,000

Ministry of
Education

Total 2,360,000

2,360,000

2,000,000

7.  Rendering of Services

KShs KShs
Tuition fees and related income 1,074,130 450,632
Examination fees 187,726 78,757
contigencies 37,447 15,710
Electricity Water & Conservancy 159,641 66,975
Students ID 18,723 7,855
Local Transport & Travel 56,416 23,669
Medical 18,723 7,855
Personal Emolument 282,082 118,343
development 187,726 78,757
application 140,918 59,120
Administrative fees 121,401 50,932
Repair Maintenance & Installation 47,055 19,741
Caution fees 47,055 19,741
library fees 47,055 19,741
Activity fees 18,723 7,855
Students council fees 18,777 7,878
Total revenue from the rendering of services 2,463,600 1,033,560
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Notes to the Financial Statements (Continued)

8. Use of Goods and Services

KShs KShs

Training Materials(SES) 385,840
Stationery 383.475 103,770
Research and Development - KATTI 521,550 576,152
Local Transport & Travelling 562,180 165.650
Bank charges and commission 2,370 3.655

administrative costs 773,660 486,289
Exam 340,380 -

Electricity Bills & Maintenance 285,000 33.650
Total good and services 2,868,615.00 1,755,006

9.  Employee Costs

KShs

KShs

Salaries and wages

1,080,000

877,880

Employee costs

1,080,000

877,880

10. Board Expenses

KShs KShs
Chairman's Honoraria
Directors emoluments
Other allowances 300,000 -
Total director emoluments 300,000 -
11. Depreciation and Amortization expense
KShs KShs
Property, plant and equipment - 1,469,498
Intangible assets -
Investment property carried at cost - -
Total depreciation and amortization - 1,469,498

12. Repairs and Maintenance

KShs KShs
General repairs - 305,848
Total repairs and maintenance - 305,848
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Notes To the Financial Statements (Continued)

13. Cash and Cash Equivalents

KShs KShs
Equity Bank -0130279598631 20,308 597,792
KCB Bank - -
Total cash and cash equivalents 20,308 597,792

13 (a). Detailed Analysis of Cash and Cash equivalents

Financial institution

Account number

KShs

a) Current account

Equity Bank -0130279598631

0130279598631

20,308

597,792

Sub- total

20,308.00

597,792

b) On - call deposits

Sub- total

Grand total

20,308.00

597,792

14.

Receivables from Exchange transactions

14 (a) Current Receivables from Exchange transactions

year
KShs KShs
Current receivables
Student debtors 4,228,731 3,640,244
Total current receivables 4,228,731 3,640,244

27 (c¢) Ageing Analysis of Receivables from Exchange transactions

FY2022-2023

% of the total

FY2021-202%

% of the total

Less than 1 year 388.487 14% %
Over 1 years 3,640,244 86% %
Total (a+b) 4,228,731 100% A
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Notes to the Financial Statements (Continued)

15. Property, Plant and Equipment

Cost Shs Shs Shs Shs Shs

bal As atlst Jul 2021 25,000,000 51,903,131 387789.0625 166,750 | 77,457,670
Additions during the period -
Disposals during the period -
Transfers/adjustments during the period -
Bal As at 30th June 2022 25,000,000 51,903,131 387,789 166,750 | 77,457,670
Depreciation and impairment -
Accumulated dep. as at 1st July 2022 - - - - -
Depreciation for the period - 1,297,578 48,473.63 55,527.75 | 1,401,580
Impairment for the period - - - -
Accumulated Dep. as at 30th June 2023 - 1,297,578 48,474 55,528 | 1,401,580
Net book values -
As at 30th June 2023 25,000,000 50,605,552 339,315 111,222 | 6,056,090
As at 30th June 2023 25,000,000 51,903,131 387,789 166,750 | 77,457,670
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Notes to the Financial Statements (Continued)
15 (b) Property, Plant and Equipment at Cost

If the freehold land, buildings and other assets were stated on the historical cost basis the amounts
would be as follows:

Land 0 0 25,000,000
Buildings 0 0 50,605,552
Plant And Machinery 0 0 0
Computers and Related Equipment 0 0 111,222
Office Equipment, Furniture, And Fittings 0 0 0
Total 0 0 76,056,090
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Notes to the Financial Statements (Continued)

Retirement benefit Asset/ Liability

The entity does not operate a defined benefit scheme for all full-time employees from July 1,
2020. The scheme is administered by xxx while xxx are the custodians of the scheme. The
scheme is based on xxx percentage of salary of an employee at the time of retirement.

An actuarial valuation to fulfil the financial reporting disclosure requirements of IPSAS 39
was carried out as at xxx June xxx by xxx actuarial valuers on this basis the present value of
the defined benefit obligation and the related current service cost and past service cost were
measured using the Projected Unit Credit Method. The principal assumptions used for the
purposes of valuation are as follows:

Discount Rates

Future Salary Increases
Future Pension Increases
Mortality (Pre- Retirement)
Mortality (Post- Retirement)
Withdrawals

111 Health

Retirement

(=] =) Hel el Hal o) e} Ne)

(=3 Rl ) ) H el He ) el o)

Recognition of Retirement Benefit Asset/ Liability

a) Amounts recognised under other gains/ Losses in the statement of Financial

Performance:
The return on defined plan assets 0 0
Actuarial gains/ losses arising from changes in 0 0
demographic assumptions
Actuarial Gains/ Losses Arising From changes In 0 0
Financial Assumptions
Actuarial gains and losses arising from experience 0 0
adjustments
Others (specify) 0 0
Adjustments for restrictions on the defined benefit asset 0 0
Remeasurement of the net defined benefit liability 0 0
(asset)
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b) Amounts recognised in the Statement of Financial Position

Present value of defined benefit obligations(a)

Fair value of plan assets(b)

Funded status(=a-b)

Restrictions on asset recognised

Others

Net asset or liability arising from defined benefit
obligation

(=) N ) el e ) Ho § N )
(=) Nl el Rl R ) R o)

The entity also contributes to the statutory National Social Security Fund (NSSF). This is a
defined contribution scheme registered under the National Social Security Act. The HTVC’s
obligation under the scheme is limited to specific contributions legislated from time to time
Employer contributions are recognised as expenses in the statement of financial performance
within the period they are incurred.

16. Cash generated from operations.

Adjusted for:

Depreciation

Non-Cash grants received

Contributed assets

Impairment

Gains and Losses on Disposal of Assets

Contribution to provisions

Contribution to impairment allowance

Finance Income

Finance Cost

Working Capital Adjustments

Increase in Inventory

Increase in Receivables

Increase in Deferred Income

Increase in Payables

Increase in Payments received in advance

(=] BJ Il ) B B =1 =) B-) B el RNl Bl N el el i 2 =1 =]
=) Bl el el ==l B 2 =] B =) i) N e e R e I el )

Net Cash Flow from Operating Activities
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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 internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
by

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

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

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the company has recognised in the financial statements is
considered adequate to cover any potentially irrecoverable amounts.

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

(i) Liquidity risk management

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

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

(iii) Market risk

The entity has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.

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

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

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

a)  Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevailing exchange rate. The carrying
amount of the entity’s foreign currency denominated monetary assets and monetary liabilities
at the end of the reporting period are as follows:

At 30 June 2023

Financial Assets (Investments, Cash, Debtors)

Liabilities

Trade and Other Payables

Borrowings

(=1 =) B el i =] e
o O o O o ©
S| ol Ol O O ©

Net Foreign Currency Asset/(Liability)

The entity manages foreign exchange risk form future commercial transactions and
recognised assets and liabilities by projecting for expected sales proceeds and matching the
same with expected payments.
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Notes to the Financial Statements (Continued)
Financial risk management (continued)

Foreign currency sensitivity analysis

The following table demonstrates the effect on the company’s statement of comprehensive
income  on applying the sensitivity for a reasonable possible change in the exchange rate of
the three main transaction currencies, with all other variables held constant. The reverse
would also occur if the Kenya Shilling appreciated with all other variables held constant.

20xx

Euro 10% 0 0
Usd 10% 0 0
20xx 0 0
Euro 10% 0 0
Usd 10% 0 0

b) 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.

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.
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Notes to the Financial Statements (Continued)
Financial risk management (continued)

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

Revaluation Reserve

Retained Earnings

Capital Reserve
Total Funds
Total Borrowings

Less: Cash and Bank Balances
Net Debt/(Excess Cash and Cash Equivalents)

Gearing

O O O O O O o ©
OO o o o o o ©

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 entity, holding 100% of the
entity’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) The National Government;

1) The Parent Ministry;

1i1) Key management;

v) Board of directors;
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Notes to the Financial Statements (Continued)
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 Corporation/ 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) and the values are
rounded off to the nearest shilling.
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XX. Appendices

Appendix 1: Implementation Status of Auditor-General Recommendations

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor.

------------------------------------------------------

Otara N. Oreti
Accounting Officer
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Appendix II: Projects Implemented by Heroes Technical and Vocation College
Projects

Projects implemented by the State Corporation/ SAGA Funded by development partners.

1 N/A N/A N/A N/A

Status of Projects completion

(Summarise the status of project completion at the end of each quarter, i.e. total costs incurred, stage which the project is etc)
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Appendix I1I- Inter-Entity Confirmation Letter

[Insert your Letterhead]

[Insert name of beneficiary Entity]
[Insert Address]

The Heroes Technical and Vocation Collegewishes to confirm the amounts disbursed to you as at 30" June 20xx as indicated in the table
below. Please compare the amounts disbursed to you with the amounts you received and populate the column E in the table below Please sign

and stamp this request in the space provided and return it to us.

Amounts Disbursed by state department of TVET (Kshs) as at 30th June | Amount Received Differences
2023 by [Beneficiary (Kshs)
Entity]
Reference | Date Recurrent Development Inter— Total (Kshs) as at 30™
Number Disbursed Ministerial June 20XX
(E) (F)=(D-E)
(A) (B) ©) (D)=(A+B+C)
Total

In confirm that the amounts shown above are correct as of the date indicated.

Head of Accountants department of beneficiary Entity:

oooooooooooooooooo
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Appendix IV: Reporting of Climate Relevant Expenditures
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Appendix V: Reporting on Disaster Management Expenditure

Programme

Sub-
programme

Disaster
Type

Category of disaster related Activity that
require expenditure reporting
(response/recovery/mitigation/preparedness)

Expenditure
item

Amount
(Kshs.)

Comments
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