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I. KEY ENTITY INFORMATION AND MAI\AGEMENT

(a) Background information

TheNationallndustrialTrainingAuthority(NITA)isaStateCorporationestablishedunderth

elndustrialTrainingActof20l I under the Ministry of East African Community, Labour

and Social Protection. The mandate of the Authority is to promote the highest standards

in the quality and efficiency of industrial training in Kenya and ensure adequate supply

of properly trained manpower at all levels in industry.

TheAuthorityi s govemedbyaBoardo fD irectorsunderwhomtheDirectorGeneralserve s.

The Director General is responsible for the day to day management of the Authority

and strategic direction.

(b) Principal Activities

NITA's principal mandate, vision and mission are as follows:

Vision

A globally competitive and adequate workforce for industrial development

Mission

To provide quality industrial training for enhanced productivity

Principal Activities

Section 34. of the Industrial Training Act defines the powers and functions of the

Authority. The Authority is responsible for:

. lndustrial training;

. Assessing and collecting industrial training levy and fees;

. Regulating trainers registered under section 7C of the Act

. Developing industrial training curricula;

. Integrating labour market information into skills development;

. Harmonizing curricula and certificates of competence;
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' Assessing industrial training, testing occupational skills and awarding certificates

including Government trade test certificates;

. Equatingcertificates;

. Accrediting institutions engaged in skills training for industry;

' Associating or collaborating with any other body or organization within or outside

Kenya as the Board may consider desirable or appropriate and in furtherance of the

purposes for which the Authority is established;

NITA has five industrial training centres:

1. NITA, Nairobi

2. NITA, Mombasa

3. NITA, Athi River

4. NITA, NairobiTextile Training Instirute

5. NITA, Kisumu

(c) Key Management

o NITA's day-to-day management is under the following key organs:

o The National Industrial Training Board;

o The Management team.

. The details are highlighted in Section II of this reporr.

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30th

June 2016 and who had direct fiduciary responsibility was the Director General, Mr.

Paul Kipsang Kosgei, the Director General of the Authority.

(e) Fiduciary Oversight Arrangements

National Industrial Training Board comprises of four committees that provide oversight.

These are the;

l. Industrial Training and Strategy Committee previously the Industrial Training

Committee (ITC);

2. Finance and Levy Administration Committee (FLAC);
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3. Human Resource, Governance and Administration Committee (HRGA) , previously

the Human Resources and Administration CommitteeHRAC);

4. Audit and Risk Management committee (ARMC) formerly Audit and

Compliance Committee(AACC)

The ITSC provides oversight on operations with in NITA as well as strategy. It thus covers areas

such as industrial training, trade testing, and curriculum development and management of the

Industrial Training Centres.

TheFlACprovidesoversightonallmatterstodowithFinanceandlevy.Ithandlesbudgetsandfinancial

statements, quarterly management accounts, changes in rates for any income generating

activities and any signifi cant (un-budgeted) expenditure.

Atthesametimethecommitteeprovidesoversightontheoperationsofthelevysection, including

collection strategies and operational reports on performance.

The HRGAC provides oversight on HR, Governance and Administration of NITA. Its,

responsibilities include supporting an adequate, competent and well-motivated work force. The

committee is also charged with ensuring that other NITA resources (e.g. .Offices and pool motor

vehicles) are utilized in an optimal manner. It also ensures that tenets of good corporate

governance are maintained.

The ARMC provides oversight on risk management, internal controls, external audit,

compliance and overall organizational reporting as stipulated in the Audit and Compliance

Committee Charter.

NlTAisalsoguidedandcomplieswithcircularsgivingguidancefromtheNationalTreasuryaswellasan

yotherdirectiongiven by the Parent Ministry.
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(f) Entity Headquarters

P.O. Box 7M94-
OO2OO-NAIROBI
Commercial Street-
IndustrialArea
opposite KEMSA
Nairobi, KENYA

Entity Contacts

Telephone :Q5$ 720-917897 I
(2s4)-736-290676
E-mail : directorgeneral@nita.go.ke
Website : www.nita. go.ke

(g) Entity Bankers

1. Kenya Commercial Bank Ltd.
IndustrialArea Branch
P. O. Box 18031-00500
Nairobi, Kenya

2. National Bank of Kenya Ltd
Harambee Avenue Branch
P.O. Box 41862
Citv Souare 00200
Nairobi, Kenya

3. Standard Chartered Bank of Kenya Ltd
Industrial Area Branch
P. O. Box 18081-00500
Nairobi, Kenya

(h) Independent Auditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O.Box 30084
GOP 00100
Nairobi, Kenya

(i) Principal Legal Adviser

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401l2city Square 00200
Nairobi, Kenya
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II. THE BOARD OF DIRECTORS

NAME QUALIFICATION AND WORK EXPERIENCE

Dr. Kamau Gachigi

PhD. in Solid State Science,IMRL,
The Pennsylvania State University

(rJSA)

M.S. in Solid State Science, IMRL,
The Pennsl,lvania State University

(rJSA)

B.Sc. (Flons) in Materials Science,

University of Bath (JI!

Chairman
National Industrial Training Board

Aug 2014 to date - Founding Executive Director, Gearbox

April2015 to date - Board, State Corporation

Board Member, Numerical Machining Complex

Emest Nadome

MA in Labour Management
Relations

Member
National Industrial Training Board represendng COTU

Chairman, Human Resource Committee NITA

201i to date -1" Assistant Secretary General COTU-K

2003 to date -General Secretary Kenya Electrical Trade &

Aliied Workers Union

1997-20 0 3-Ele ctrician KEN G EN

Jacqueline Mugo,
MBS, OGW

Bachelor of laws 0 T B, HONS)
Higher Diploma in Human

Resource Management

Member
National Industrial Training Board representing FKE

2005 to date - Executive Director FKE;

2003-2004 - Head of HR Kenya Airways

1996-2002 - Employee Relations Manager/Regional

Operations Manager Unilever

1982 -1996 - Magistrate,Judicial Department
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Hirii Shah, OGW

Member
National Industrial Training Board representing FKE

Chairman Audit and Risk Management Committee NITB

Been in business for over 60 years,50 in leadership positions;

Been MD/Chairman in Kenya & several regional companies;

Been Charrman FKE, East African Business Council and

others;

Been in Wages Advisory Board, Labour Board, NACC, NSSF

and Productiviq Centre of Kenya

Benson Okwaro

Member
National Industrial Training Board representing COTU (K)

Communication Workers Union General Secretarl

Central Orgaruzatton of Trade Unions - Deputy Secretary

General afhliated to UN Africa - Comrnittee Member / ICT

President

James Onyango
MSC.I.S

r,

't' u

.-..':.
Member
N ational Indus trial T raintng Board Repres en ting the Principal

Secretarl', Ministry of Education, Science and Technology

[MoESTl

Joyce Mwale
MBA

Member
N a tionai Indus tnal Training B oard Repres enting Principal

Secretan, Ministry of East African Community,
Labour& Social Protection (State Department for Labour)
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Raiabu Mwondi. MBS

Member
National Industrial Training Board Representing COTU (I9

2003 to date- Chairman General COTU(I9

1986-2003- 2ndVice Chairman COTU (I9

1983-1986 - General Secretary Kenya Union of Printing

Publishrng, Paper Manufacturers and Allied lTorkers Union

L98l-1982 - Production Manager Stellasce Printing lforks Ltd;

1979-1981- Assistant !7orks Manager Nadon Newspapers;

1961-1978-IVachine Operator/Supen isor Natidtr

Newspapers

Raien Premchand Shah

Member - National Industrial Training Board
Representing Special Interests

Chairman Industrial Training Sector Committee

Founding CEO of Multimoto Co. Ltd to present

He is trained in, sales consuldng, production operations, R & D,

proiects etc.

He has varied roles in diverse industries - like auto component

Manufacturing to leading fleet owner catering to diverse

Kenyan and East African client base.

Eng. Aram Mbui
BSC(Hons) Mechanical

Engineering.

Member
Nanonal Industrial Training Board representing FI(E

Chairman Finance Committee NITB
1987 to date - IManaging Director fuft Valley Machinery

Senices;

200+2006- National Chairman. FKE

200+2006- Member Board of Tmstees-NSSF

200+2009-Dlector KPLC

7978-1987 -Senior Management Unilever Group

Member
National Industrial Training Board Representing the Principat
Secreury National Treasury,

Senior Depury DLector Pensions
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Bachelor of Arts (Sociolog)

Paul Kipsang Kosgei

N'Iaster of lav in Labour lav's,

Universiry of South Africa
Post graduate drploma in larv,

Kenya School of larv

Bachelor of laws (I-LB) Upper
second division, Universiq' of

Nairobi

Director General - NITA
Secretary to the National Industrial Training Board

2014 to date -Director General, NITA;

Sectetary, National Industrial Training Board

201j-2014 -Lecrurer St. Paul's Universitl;

2004-2012-Judge, Industrial Court of Kenya;

799 6-200 4-Private legal practice;

19 92-199 1-Executive O ffi cer Legal& Indus trial Relations

FKE;

1989 -1992- Private legal practice;

1988- Labour Officer; Ministrl, of Labour

Irine Moraa Ogamba
Master of laws (Govemance, Law

and Democracy),
Bachelor of laws fl r B),

Certifi ed Publc Secretarl'.
Diploma in law from the

Kenya School ofl-aw-

Manager, Legal A-ffairs, NITA

Professional Experience
An advocate of the High Court of Kenl a. Has wealth of
knowledge and experience in Human rights, Legal and Poliq.

re forms, Governance, Altema dr-e Dispute Res olution, Trainlng

and advocag..

She has also worked in a private law frrm as a Litigation

Counsel and as a Principal Stare Counsel in the Office of the

Attomey General

Head of the Legal Department at the N.Ilnistry of Gender,

Chil&en and Social Development.

Professional Membership

o She is a member of the Law Society of Ken1,a
. Ivlember of FIDA Kenya
o Institute of Certified Public Secretaries
. Institute of Directors (Associate)
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III. MANAGEMENT TEAM

Paul Kipsang Kosgei
N{aster of law in Labour

laws, University of South

Afnca
Post graduate diploma rn

law, Kenya School of law

Bachelor of laws 0.r B)

Upper second division,

University of Nauobi

Director General - NITA
Work Expeience:

2014to date -Director General NITA;

20 1 3 -201 4-Lecrurer St. Paul's Universit)';

200+201.2-Judge Industrial Court of Kenya;

199 6-200 A-Private legal practice;

1, 99 2- 19 9 s-Execu Lirre O fficer Legal& Indus tnal

Relations FKE;

1989 -1992- Private legal practice;

1988- Labour Officer Ministry of Labour

Stephen O. Ogenga
NL Eng. Sc. (Computer

Engineering) B. Eng. Tech.

@,lec trical/ Electronic)

Ntember IEEE
Member (Inst. of Eng.

Australia)

,'l

-* *r
." -i r-i

Director Industrial Training
Work Expeience:

o 201,4to date -Director Industrial Training,
NITA;

. 2013-2014-Deputy Director KICD;
o 2008-2012- Senior Assistant Director KIE;
. 2007-2008- Lecturer lt{aseno University and

Iv{MUST;

. 1999-2006- Tutorial Fellow and Senior

Instructor Universin' of Botswana

Julius O. Olayo
tvBA (FIRI! and BA
from Kenyatta

University

Postgraduate Dip
Human Resource

N{anasement

Director Human Resource and
Administration

Irine Moraa Ogamba
N{aster of larv, Bacheior

of laws (IIB), Cerrihed

Public Secretary

Diploma in iaw from the

Kenya School ofLaw

Manager, LegalA-ffairs

x



National Industrial Training Authority,
Reports and Financial Statement,

for the Year ended June,20l7

GalmGuyo

MBA strategic Managemenr,

Degree in Cooperative
Management,

Diploma in cooperative
management,

Diploma rn banking.

Manager, Levy Administration

Julius M.Ndenge
MBA from Keny,251,

Universiry
BCOM Finance, CPA (K)

Ag. Manager Finance

Teresa Lagat
NGA from University of
Nairobi
cFE, CPA (K)

j;
a

Manager Internal Audit

Japheth K. Kemei
B. com fromJKUAT,
Diploma in Supphes
Management KNEC,
CiPS.

Member of CIPS, KISM.

Ag. Manager, Supply Chain Management

Festus Kituy,
MSc.h Management
Information system from
the Institute of Technology
Austraiia (OTA) and

BSc. in Mathematics,
Physics & Computing
from Maseno Uruversity.

Manager, Information Communication

Technology
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W. CHAIRMAN'SSTATEMENT

It is with great pleasure that I present the Annual Report and Financial Statements of the National

Industrial Training Authority for the Financial Year 2076/2017.In September 2016, the Second

Board of the Authotiry was appointed by the Cabinet Secretary Ministry of Labour & Sociat Protecdon

tfuough Gazette Notice No. 7318. In the quest to meet the consdtudonal expectation of having

women in key decision-making ptocesses, the Cabinet Secretary appornted three directors of the

female gender to the Board. The Board is composed of competent, diverse and qualiEed members,

who exercise objective and independent judgment. After the appointrnent of the members, the Board

was inaugurated and inducted. The Board embarked on a process of adopting a transformational

mrnd-set in the way the business of the Authoriq, is conducted. The Board worked towards

impror':ng the deJivery of its services to meet the legitimate expectadons of its clients.

The adoption of a quality management system is a suategic decision the Authoritl- made. This is a

condnuous process whose object is to ensure effective and efficient service delivery. During the year,

the Authonty maintained the QN'IS and attained ISo 9001: 2008 certificadon.

An nnportant milestone achieved in this period was the operadonilization of the Sector Training

Committees (STCs). Members were appointed, inaugurated and traned to take up their roles in the

exrsting Nine Committees representing the main sectors of our economv. The STCs are designed to

play 
^ 

major role in assessing the training needs of individual and specific economic sectors. They are

expected to collect and disseminate current, accurate and relevant labor market information to be

used in the development of relevant industrial training curdcula and industrial training programs.

They are best placed to serve as the inter link between industry and training insututions for purposes

of addressing the existing gaps in skill and products of traimng institutions.

During the year under review, the Authoriq'made significant strides torvards the implementation of

the Kenya Youth Employment and Opporn:niues Project (KYEOP). KYEOP is a strategic

intervendon by the Govemment of Kenya wrth support from the World Bank tlrrough a loan. The

obiect is to increase employment opporruniues of r,ulnerable youth and enhance their eamrngs. The

Authority is implemenung Component 1, which intends to offer job specific training to targeted youth

through both formal training providers and informal training providers. The recognition of informal

and non-formd traimng will pave way for recogrrition of Master Craftsman, designed to address the

xll
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In conclusion, as we all reflect on this year under rerderv, the rmporunt strides made in all aspects

highlighted, I wish to emphasize the fact that we are not yet at our zenith. We wil] not dre or relent

in our efforts to achieve a better tomorrow. To that extent, u'e have put in place bold strategres

for NITA to achieve gre ter heights.

On behalf of the Board, I would like to thank the Government, all our employees, our partners

afld stakeholders for their continued support and contribution. To my team, the Board, I salute

your dedicad.on, passion and zeal f.or the Authonty. To N{anagement, I wish to recogilse your

efforts under often constrained condidons, and encourage you to strive to gre t$ heights.

Thanh y6g

t^ l--1- /^, (-

Dr. Kamau Gachigi
CHAIRMAN
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V. REPORT OF THE DIRECTOR GENERAL

The National Industrial Training Authority has condnued to improve its financial management

system to ensure its financial records are accutate and a true reflecdon of the financial posinon

of the Authority. The financial year ending 30th June, 2017 was a successfi.rl one as reflected

in this annual repoff and financial statement of the Authority and I'm delighted to lead and be

part of t}e team that delivered such impressive results.

The Authority remained focused and aligned to its Vision of 'a globally competitive and

adequate workforce for indusrial development', and its mission of 'providing qulity rndustdal

training for enhanced productivrrf, Lhus contributing to the development of the human resource

component in the Industry in Kenya.

The Authoriry conrinues to play its role by creating awareness through organized stake holder

forums in various Cound.es to increase awareness and ensure her mandate is executed to the

Ietter. Regional lely offices in several counties across the countrv have also faciiitated ease of

business with key stakeholders in the regions which efforts have further provided an avenue fot

the Authority to better understand the needs and concerns of stakeholders.

The Authority prioritized higher targets in its core mandates by increasing the number of people

trained in industrial skills to 30,000 and increased the number of trainees attached in industry to

18,610. In order to open up access to industry based training, the Authority accredited and

registered 120 new industrial training sen{ce pror,-iders. Dudng the period under review the

Authority developed five competence standards and revieu'ed and harmonized instrucaonal

guidelines.

Automadon of the Authority's activities and operations condnued to be implemented in the

Enancial yer to modernize operadons and enhance sen ice detvery. Information

Communication Technology is now a ctoss-cutdng function in delivery of the Authority's

mandate. NITA aspires to achieve frrll automation of its work environment to provide support

and ensure efficient senice delivery in the neat future.
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The National Trade Testing for assessment and certification of trade's men in various skill areas

saw the inuoduction of an April series rvhich was carried out in the Month of April 2077 . T\e

number of candidates registering for the Trade test in the year under review declined due to

increased booking fee, howevet this is expected to improve in the subsequent years. It is

instructive to note that the increase was effecte d via Gazette Nodce Number 25 of 27" )anuary.

On the contrary however there was an increase in revenue of the Trade test fee collected as a

result.

Overall the Authoriq rcalized quality assessment of 48,500 candidates in over 35 skills and

comPetence are s through Naaonal Trade Testing conducted in April and August 2017. The

assessments were conducted in over 580 accredited assessment centres spread across all coundes

of Kenya.

The Authonty through the Directorate of Human Resource and Administradon has heavily

invested in skill-specific training for its members of staff as an avenue of ensudng that the

Authority's human capital benefits from the training and also operates at optimal levels. This

has translated to increased and effective sen'ice delivery.

Once again the impressive performance for 2016/17 would not have been possible without the

continued commitrnent and dedication of management and staff of NITA. Thus, I thank them

for their loyalty and industry.

Finally, I want to thank the Board for its good counsel, timely gr.udance and decision making

that enabled us deLver better results. I also thank our stakeholders for their invaluable support

which has been very instrumental in our success.

PauI I( Kosgei

DIRECTOR GENERAL
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VI. CORPORATEGOVERNAI\CESTATEMENT

Corporate Governance defines and outlines the processes and structure used to direct and

manage business affars of a corporation wrth the aim of enhancing efficienry and

corporate accountabiliry.

In fulE.lment of the Industrial Training Act, Cap 237 , the Cabinet Secretary responsible for

Labour matters appointed the members of the Board. The Chair person and the

independent member were appointed on 31" May, 2016 while the rest of the members

were appointed in September 2015 tespectively. The Board was inaugurated and inducted

on 7th and 8th October 2016 respectively. Thereafter, the Board embarked on undertaliing

its role of grving strategic leadership and direction towards the achievement of the

Authority's mandate.

The Board acknowledges that it is responsrble for ensuring faimess, effi.crency,

effectiveness, accountabiliq' and tansparency in the administration of the Authority to

rneet well-defined objecuves. It shall ensure integriW of flnancial and internal systems rn

the organization and herewith confirm that mechanisms have been put in place to
safeguard the Authority.

The Authority has adopted high standards and apphes strict mles of conduct, based on the

best coryorate practices. As part of this commitment, the Board adheres to good co{porate

govemance by embracing the following principles: To;

1. Observe high standards of ethical and moralbehaviour;

2- Act in the best interests of the organizafr,on;

3. Remunerate and promote farrly and responsibiy;

4. Recognize the legitimate interests of all stakeholders; and

5. Ensure that the organization acts as a good corporate citizen.

In general, Board members are expected to act in the best interest of the organizaion and

uphold theL fiduciary responsibilities and duty of care. This involves not disclosrrg

confidenual information, avoiding reil, and perceived conflicts of interest, and favouring the

interests of the organizati.on over other interests. They commit to acting honesdy and in good

faith so as to create a culture built on principles of integrity, accountability and transparency.

Key governance policies and practices

1. Code ofConduct
The Authority has a Code of Conduct wtuch applies widely. It is premised on the

Authoriry's way of working which is: Thrnk customer; Thlnk big Be one team; Be

xvl
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accountable; and Do the right thing. The Code of Conduct sets out the standards of
behaviour that are expected of all employees, Directors and contractors. It gives guidance

in areas where employees may need to make personal and ethical decisions, and goes

beyond compliance rvith laws, regulations and basic standatds of personal conduct.

Through the consistent applicauon of the Code of Conduct, we can ensure that the

Authority continues to offer a first-class experience for our customers, suPPorts

communiry, creates value for our shareholders and is a great place to work. The Code

rncludes, among other thrngs, references to specific policies regarding comrption, bribery,

discrirnination, bullying and harassment, equal opporhlmty, diversity, nsider trading,

whisdeblowing, conflicts of interest and social media.

2. Risk management framework.

The Authority has in place a Risk Management Framework, policies and procedures, which

sets out the roles, responsibilities and guideLnes for manag'ing financial and operational

risks associated with the Authonry's businesses. During the 2016-2017 finaociaL year the

management updated and monitored the nsk profi.les for each of the operating businesses

and major projects. The profiles identified the:

. Nahrre and likelihood of occurrence for specific material risks;

. Key controls that are in place to mitigate aad manage the risk;

. Sources and levels of assurance provrded on the effective operation of key

controls; and
. Responsibiliues for managlng these risks.

The risk framework, policies and procedures will continue to be enhanced as the

Authority's existing operations develop and its range of acnvities expand. The

implementation of these policies and procedures are monitored and reviewed on a regular

basis and as need arises.

The Board monitors to ensure that risks taken are within the set tolerance and appetite

levels. It reviews the implementation of the risk management framework on a quartedy

basis and ensures that risk assessment is carried out on a continuous basis. It receives from

the Internal Audit function, a written assessment of the effectiveness of the system of risk

management.

Composition and Structure of the Board

The Board is consdruted in accordance wlth the Act. The membership consists of;

Cha:rperson appointed by the Cabinet Secretary;a.
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b. Principal Secretary of the Ministry for the time being responsible for

matters relating to labour or a representanve duly appornted in writing;

c. Principal Secretary of the Ministry for the time being responsible for
matters relaung to science and technology or a representative duiy

appointed in writing;

d. Principal Secretary of the lrtinistry flor the time being responsible for

matters relating to finance or a representarive duly appointed in writing;

e. IVembers nominated as follows and appointed bv the Cabinet Secretary-

f. Three persons nominated by the Federation of Kenya Employers; and

g. Three persons nominated by the Central Organizadon of Trade Unions;

and

h. One other member appointed by the Cabinet Secretary.

i. Director Generalf Secretary to the Board

Board Committees

The Board has estabtshed the following Committees:

i. Industrial Training and Strategy Committee

ii. Human Resource, Govemance and Administradon Comrnittee

iii. Finance and Levy Administration Committee

iv. Audit and fusk Management Committee

1. Finance and Levy Administration Committee

The terms of reference for the Coffrilttee include;

i. To approve and maintain budge tarv systems of the Authoriq,.
ii. To oversee financial reporting process and Authonty's system of internal controls.

iij. Monitor the financial reporting process to ensure compliance with all regulatory

retums, and reports as requrred to be filed.

iv. Review, approve or recorrunend to the Board as appropriate all matters pertainmg

to investments.

The members of this Comrnittee are as follows:

a. Eng. Aram Mbui - Representing FKE
b. Jacquehne Mugo, OG\X',lvfBs - Representing FKE
c. Mrs. A-lice Nyarikr - Representing the Minisuy* responsible for Finance

d. Mr.Benson Okwaro - Representing COTU Q!
e. Ms. Joyce N{wale - Representing the Principal Secretary- Minisuy

ofLabour
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2. Human Resource, Govemance and Administration Committee

The terms of reference for the Committee include:

i. To approve recommendadons on Terms and Condiuons of Employment rn the

Authoriry, recruitment funcuons and staff appraisals.

ii. To ensure effective rnanagement, succession planning and management

development plans are in place.

iii. To approve progtammes and policies involvrng the overall compensation of
employees and Authoriry's collective bargaimng agreement.

iv. Regulady assess staff benefit plans including new trends.

v. To review and monitor colporate performance against approved targets.

The members of this Committee are as follows:

a. Ndr. Emest Nadome - Chairman- represenung COTU (I9
b. N4r. RajabuMw-ondi, MBS - Representing COTU (I!
c. Mrs. Jacqueline Nfugo, NIBS - Representing FI(E
d. Ms. Joyce Mwale - Representing Principal Secretary', Ministry of East

African Communiq', Labour & Social Protection

e. NIr. James Onyango - Representing the Principal Secretary, Ministry of
Education

3. Industrial Training and strategy Committee

The terms of reference for the Committee include;

i. To develop strategies for Industrial Training.

ii. Ensure that implementation of Industnal Training is effective and efficient.

iii. Advice on terms and conditions of Industrial Training providers.

iv. Develop regulations to facilitate effective Industrial Training.
v. Monitor and advise on Industrial Training.

The members of this Comrnittee are as follows:

a. Mr. Rajen Shah - Chairman Representing special interests

b. Mr. HoJi Shah, OGr0(z - Representing FKE
c. Eng. Atam lvIbui - Representing FI(E
d. Ir{r. James Onynago - Representing the Principal Secretary Ministry

Education

e. Benson Okwaro - Representing COTU

4. Audit and Risk Management Committee

The terms of reference for the Comrnittee include;

i. Consider the NITA's risk management poliry;
ii. Ensure risk management practices at NITA;
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iii. Review the scope and planmng of the Intemal Audrt
iv. Review the annual financial statements of the Authoritl', focusing particularly

on;

v. To approve and monitor compliance with significant policies and procedures
which have a material impact on the operations of the Authority.

vi. Ensure that the intemal audit function is independent of the activiues of the
management and is performed wrth imparrialiry, proficienry and due
professional care; and determine the effectiveness of the intemal audit
funcdon.

vii. Review the compliance and effectiveness of the Authority's accounting and
intemal control systems.

vin. Assist the Board in fulfilling its oversight responsrbiliries as they relate to
financiai reporting processes and the internal suuctures.

ix. Promote and enhance colporate accountabiliq,'- ensuring effectiveness,
efficiency, accountabilit|, transparency and integriry of people, strucrures, and
processes among others.

The members of this Committee are as follows:

a. I\4r. Rajen Shah -chairman- Representing other interesrs
b. lvfu. Hqi Shah, OGW - Represenring FKE
c. Mr. Emest Nadome - Represenung COTU (I!
d. Mr. RajabuMwondi, MBS - Representing COTU (K)
e. Ms. Alice Nyariki - Representing the Principal Secretary responsible

for finance.

5. Ad Hoc Steeting committee on Kenya Youth Employment opporrunides
Programme
During the year under rer,'iew, the Boatd established the AD Hoc comminee. The
terms of reference are

i. To monitor, evaluate and receive regular reports on implem entadonf
execudon of the I(YEOP

ii. To report to the Board on implementahon of the i(yEOp
iii. Give direcdon to PIU on strategy for effective management of the Programme
iv. Monitor urilization of the project funds

The members include;

i. Dr. Kamau Gachigi

ii. Nft. fiqi Shah, OGW
iii. Mr. Rajen Shah

iv. IVII. Ernest Nadome

v. Eng. Aram lr{bui

-Chair, NITB
- Chau ARNIC
- Chair ITSC
- Chatu HRGAC
- Chair FLAC
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Summary of Board and Board Committee Meetings for Financial Year 2016/2017

The follo'sdng is a surnmary of the meetings of the Board and its Committees that

took place for the year under review:

TOTAL NO of meetings- 35

i

S/NO BOARD / COMMTTTEE NO OF MEETINGS
7 Nationd Industrial Training Board 10

2 Finance and I,ery Administration

Commirtee

J

3 Human Resource, Governance And
Adminis tration Committee

8

4 Industrial
Committee

Training And Strategy 5

5 Audit and Risk Management Cornrnittee 7

6 AD HOC Committee- KLEOP 2

xxl
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\1I. MANAGEMENT DISCUSSION AND ANALYSN

The National Industrial Trarning Authority management team oversees development and

rmplementation of annual budget approved by the Nationai Industrial Training Board

(ltIITB). NITA management therefore monitors the use of funds in line with the approved

budget and Corporate Work Plan during the financial year. The Authority makes quartetly

reports on budget uulization which are submitted to the Board of Directors, Parent

lrfinistry and to The Nauonal Treasury. The reports indicate the achievements by the

Authority, the challenges experienced during the implementation period and makes

recommendations for overcoming the challenges.

The management also gives advise to the Board of Directors on issues related to its budget

rmplementation such as low absorption of funds and revenue performance. This therefore

promotes accountabiliry in the use of financial resources.

The process of budget implementadon ensures compliance to the Public Financial

Management GFN! Act 2072 and all other statutory requirements. NITA management

has continued to improve its financial management system to ensure that financial records

of the Authoity are accurate and offers a true reflecnon of the financial position.

During the year under revieur, the Authority rmproved rndustrial training levy collections

compared to the previous year. This success was attributed to improved customer relations

with employers, which has been achieved through closer liaison with the Authority's

stakeholders. From the implementation of 2016/17 FY budget, it was clear that about

65.50/o of the total income to the Authority was realized from Industrial training lery

(39.2Yo) and Government grants and subsidies (26.3oh).It was also realized that overJ2o/o

of the total expenditure was on employees' costs and general expenses which were at 400/o

and 32.4o/o respectively as illustrated in graph 1.
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lncome in KSh Millions
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Comparing lncome and Expenditure

2,000

1,500

1,000

s00

0

C

€
tr

-c.
\z

:,
o
E

2 3 4 5 6

Cummulatrve lncome and Expenditure

.ra-Jncome +Expenditure

Figrre 3 - Conpanng lnconte ond Etpendrlure

The major risk facing the National industrial Trarung Authority are financial and

operational risks associated with the Authority's business. During the Enancial year

2016/2017 the management updated and monitored the risk profiles for each of the

operating businesses and major projects to identifii the nature and likelihood of its

occufience for specific mateiahisks, key controls that are in place to mitigate and manage

the risks, sources and levels of assurance provided on the effective operations of key

controls and responsibilities for managmg risks. Therefore, the risk framework, pohcies

and procedures urill continue to be enhanced as the Authority's existing operations develop

and its range of activities expand. During the year under review it was reported a loss of

cheques in our revenue office of ksh.12.8m *rough fraud and the matter is still under

investigation by the relevant authorities. The management in tlus financial statement has

provided for this loss as provided fot by IPSAS.

The year 2016/2017 the Authority's income on investrnent &opped due to fall of interest

rates on fixed deposit held in commercjal bank. During the year, the Authority had

investments in fixed deposits amounting to KSh 800m rvith Kenya Commercial Bank

which was Iater liquidated m line with The National Treasurl, directives. The National

Treasury required that govemment organs should liquidate all maturing investments in

fixed deposit and invest in Treasuri, brlls/bonds or in on-call deposit account with

commercial banks. The Authority's investments in teasury bills totalled KSh.180m and

KSh 8.4m investments in equrty shares with the Consolidated Bank of Kenya.
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vIII CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

Colporate Social Responsibility (CSR) is the concept whereby organizaions integrate social and

environmental concems into their business operadons and into their interaction with theit sakeholders.

CSR is an avenue to portray NITA as caring member of the society while building a trusted brand.

Female Engineering Sponsorship Programme (FEP)

NITA sponsors 25 Kenyan female students from needy backgrounds annually to pursue engineering

courses at craft, certificate and diploma levels in 
^n effort to reduce gender disparity in

technical/engineering disciplines through the Female Engineeting Training Programme fETP) as a

part of its Corporate Social Investment. The programme was initiated ifl 2006 as follow-up to

recommendadons of an overseas study tour, to date nvo hundred and twenty-fi.ve Q25) Kenyan

deserving and quaiified girls have benefifted across the counq'.

The Prograrnme was started by the National Industrial Training Council G{ITC) through the former

Directorate of Industrial Training (DIT) in August 2006. Studies conducted by the Directorate had revealed

that there w^s z grc t disparity between females and males in vadous engineering careers in industry. The

concept had been conceived out ofa report and experience ftom an overseas srudy tour ifl 2005 to Efteen

(15) countnes.

The fust goup of truenty-five Q5) females was selected by the Directorate in November2006 and enrolled

in respective nadonal Polytechnics and Techmcal Trauring Institutes tn Jantary 2007 , a practice that has

condnued every yer for the last 9 (nine) years and to date the programme has benefited two hundred and

twenry-five Q25) needy and qualified females in Kenya, with an additional 25 in the 2016 nta,ke being

sponsored.

The programme which is in its eleventh year is ol,erseen by Female Engineedng Programme GEP)

Committee and implemented by the Corporate Commurucadons Departrnent which handles the technical

and financral aspects of the prograrnme. The prograrrne currendy focuses on marginal Counties of

Mandera, Turkana, Lamu, Wajir, West Pokot, Kwale, Ijaru,Tana River, Gadssa, Isiolo, Marsabit, Samburu,

Elgeyo - Marakwet, Homabay,Kajiado, Kilifi, TutaTaveta, Bugoma, Kiili, Muringi, Tharakz, Mbeere,

Transmata, Iv[akueni, and Busia.
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The objectives of the Programme include
,) Bddglng the observed grp in engrneering practice between female and males in vad.ous Kenyan

industries.

ri) Identification quahfied and needy females fot the programme.

iii) Identificadon suitable technical rnsututions that offer courses selected by the qualified applicants.

iv) Ensudng that the course requirements are adequatelv met.

r) Ensuring continuity of training for the beneficiaries during the duration of the course.

vi) Assisting where possible in attatnment of gainfi.rl employment by creating avenues of collaboration

between NITA and prospecdr.e employers on behalf of the beneficiaries. This is in line qrith the

aspirations of the consdtudon on the rights to equal oppofrunities for both genders. The Vision

2030 also stipulates that women should have at least 30o/o representation in recruitment, selecdon

and appointments.

The procedure for identification and selection of candidates for sponsorship into the program is as follows:

r) Drafring and placement of an adverdsement in the local newspapers inviting interested female

form four leavers.

ii) Receiving applications and cread.on of an application database,

lii) Short-listing of applicants,

rr,) Invitation of shortlisted applicants for an interview.

v) Conducting intenriews and carrying out initial selecdon ftom the list of interviewed applicants

r,r) Carytngout fact fird-g visits to homes of initially selected candidates to verify their neediness,

vn) Receive and srudy reports of the fact finding visits and apply the findings in carry,rng out a final

selecdon of the candi&tes,

viii) Application for admission of selected candidates to suitable Technical Training Institutions.

rx) Invitation of the selected candidates to the NITA headquarters to have them taken through an

induction prografirme,

x) Obtalfl medical clearance from a health insdrution for the candidates.

xi) Issue of materials and books necessary for their respecdve courses to the selected candidates.

xr) Assist the successfi,rl candidates to report to the Training Institutions and ensure that they are

duly enrolled.
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The sponsotstlp provisions include the following:

,) Tuition;

li) Accommodation;

iii) Text books and stationery;

iv) Training equrpment @asic tools and drawing instrumenrs);

9 Protecdve gear/ clothng;

vr) Transport to and from the training institutions during opemng and closing;

vu) Out of pocket allowance.

The Authodty has partnered with Kisumu Polytechnic, Railway Training Institute @TI) and Kenya

Instirute of Highways & Building Technology where the beneficiaries currendy study for diploma and

cerdEcates in engineering courses which are not available at NITA Athi-river Training Centre.

Ix. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance l\{anagement Act, 2012and secdon 74 of the State Coqporations Act,
under the Industrial Training Act 2011 requ:re the Directors to prepare financial statements in respect of
that National Industnal Training Authority OIITA) which glve a true and fair view of the state of affuts
of NITA at the end of the financial yeer and the operating results of the NITA for that year. The Directors
are also tequired to ensure NITA keeps proper accoundng records which disclose with reasonable accuracy

the financial position of NITA. The Ditectors are also responsible for safeguarding the assets of NITA.

The Dfuectors are responsible for the preparation and presentation of the NITAs financial statements, which
gt. 

^ 
true and fair view of the state of affaus of NITA for and as at the end of the financid year ended on

June 30, 2017 . Tbts responsibility includes:

(r) Nlaintaining adequate financial management arrangements and ensuring that these condnue to be

effective throughout the reporring period.

(ti) maintaimng proper accoundng records, which disclose with reasonable accura cy 
^t 

arry time the
financial position of NITA

(.) designing, implementing and maintaining rntemal controls relevant to the preparation and fa:r

presentadon of the financial statements, and ensuring that they are free from matenal
misstatements, u'hether due to error or fraud;

(r") safeguarding the assets of NITA
(") selecting and applying appropdate accoundng policies; and

(-) Making accounting esdmates that are reasonable in the circumstances.

The Directors accept responsibili{, for NITA Enancial statemenrs, which have been prepared using
appropdate accoundng policies supported by reasonable and prudent judgements and estimates, in
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confornrity with International Public Sector Accounting $6ndard5 GPSAS), and in the rnanner required by

the PFM AcA2012 and Industtial Training (Amendment) Acg 2011.

The Directors are of the opinion that NITA financial statements gpve a tnre and fair view of the sate of
NITA transacdons during the financial year ended June 30, 2077 , md of the NITAs financial position as at

that date. The Directors fi.rrthet confimr the completeness of the accounting records mainained fot NITA
which have been relied upon in the preparation of the NITAs statements as well as the adequacy of the

systerns of intemd financial control.

Nothing has come to the attention of the Ditecton to indicate that the NITA will not remain a going concem

for at least the next twelve months from the &te of this satement.

Approval of the financid statements

NITA finaflciai statements were approved by the Board on 30m Augusg 2017 ar'.d signed on its behalf by:

//'"^ /--o

I

(

a'

i

I

I

i

l* l-+

Chairman of the NITA B
Dr. Kamau Gichigr

Finance Committee Directot Generd
Paul KosgeiMr. Aram Mbui
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Telephone: +254-20-342330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR GENERAL ON NATIONAL INDUSTRIAL TRAINING
AUTHORITY FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of National lndustrial Training
Authority set out on pages 1 to 29, which comprise the statement of financial position as
at 30 June 2017, statement of financial performance, statement of changes in net
assets, statement of cash flow and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis of Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of National lndustrial Training Authority as at 30 June
2017 and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and lndustrial Training
(Amendment) Act, 2011 .

ln addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis of Qualified Opinion section of my report, based on the
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that public money has not been applied laMully and in an effective way.

Basis of Qualified Opinion

1.0 Plant, Property and Equipment

'1.1 Difference between Valuation Report and Financial Statement Figures

Note 16 to the financial statements as at 30 June, 2017 reflects cost values of assets
which are different from the last valuation report dated 28 February,2014 as shown
below:

Reptsrt d thc Auditor-(ienarul on the Finunc'iul Slutcment.s of'Nulional lnclustrial Training Authoritv./br the yeur
ended 30 .lunc 20 I 7
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Item Valuation
Report Figures

Kshs.

Financial
Statement

Figures
Kshs.

Over/(Under)

Kshs.

Land 5,653,615,000 5,653,615,000
Building & Site works 2,199,285,800 2,372,867,000 173,581 ,200
Plant & Machinery 449,640,216 116,495,000 (333,145,216)
Motor Vehicles 92,707,600 27.752.000 (64,955,600)
Computer & Accessories 72,900,026 24,999,000 (47,901,026)
Furniture & fittinss 92,970,805 30,460,000 (62,510,805)
Equipment 37,711,573 62,193,000 24,471,427
Total 8,598,831,020 8,288.371.000 (310,460,020)

ln view of the material differences between the last valuation report and the financial
statement balances, it has not been possible to confirm the source and accuracy of the
plant, property and equipment balance of Kshs.8,289,527,OOO reflected in the statement
of financial position as at 30 June 2017.

1.2 lncomplete Fixed Assets Register

During the audit inspection carried out in December 2017, it was noted that NITA did not
maintain a proper fixed assets register for property, plant and equipment with necessary
details such as; description of the asset, location, serial number, date purchased,
source, cost price, additions, depreciation and disposals. Documents availed for audit
indicated that only an inventory listing of assets in the various offices was maintained.

ln the circumstances, it has not been possible to confirm the accuracy, custody and
safety of the property, plant and equipment balance of Kshs.8,289,527,000 reflected in
the statement of financial position as at 30 June 2017.

1.3 Allocation of National lndustrial Training Authority Land to a Private
Developer

The statement of financial position as at 30 June 2017 reflects property, plant and
equipment balance of Kshs.8,289,527,00O. lncluded in the figure is land valued at
Kshs.5,653,615,000 which however, still excludes disputed plots No.464/R and No.
6229 of undetermined value. As previously reported, land of unknown value measuring
6.2 hectares (Ref: No. Plot No.464/R) located in Bombolulu area was on 23 May 1996
allocated to Mombasa lndustrial Training Centre (MITC) as an alternative to plot No.
6229 which had been carved out and allocated to a private developer. Although the
Authority has indicated that the matter was in the Ndung'u Report, no evidence was
presented for audit to show that the Authority is pursuing the matter with the National
Land Commission to hasten acquisition of titles to avoid losing the property.

Reytrl ol lha Auditot'-Gcne rul ott lha f ittttttc'iul Stulenent.s of ,\utionul Industt'iul TruiningAuthorittjbr thc yeur
endecl 30 ,luna 20 l 7
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Further, no reasons have been given for failure to disclose the status of the two parcels
of land in the financial statements.

2.0 Outstanding lmprests

The statement of financial position reflects receivables from exchange transactions of
Kshs.81,846,000 as at 30 June 2017. lncluded in the figure is an amount of
Kshs.47,543,000 in respect of temporary imprests out of which imprests totalling
Kshs.12,276,280 were as at the time of audit on 1 December 2017 still outstanding
beyond the due dates.

No satisfactory explanation has been provided for the failure to recover the outstanding
imprests in fullfrom defaulting officers' salaries.

3.0 Uncollected Training Levy

lncluded in the statement of financial position as at 30 June, 2017 are receivables from
exchange transactions balance of Kshs.81,846,000 out of which, an amount of
Kshs.18,345,000 relates to receivables from employers in respect of training levy.
Further, Note 13 to the financial statements indicates that receivables from employers
increased by Kshs.13,012,000 from Kshs.5,333,000 in201512016 to Kshs.18,345,000 in
2016t2017.

The respective employers are therefore guilty of an offence under Section 58 (4) of
lndustrial Training (Amendment) Act, 2O11 and liable to a fine not exceeding
Kshs.100,000 and monthly penalty not exceeding Kshs.50,000 for continued failure to
remit the training levy after conviction.

No evidence was availed for audit review on any imposition of fines or penalties or
conviction to the defaulting employers.

4.0 Deposits held in Collapsed Banks

As previously reported, the National lndustrial Training Authority held deposits
amounting to Kshs.129,466,400 in various banks that had collapsed over twenty (20)
years ago.

However, no provision for contingent asset has been made in the statement of financial
position as at 30 June 2017. The amount has also been totally omitted from the financial
statements for the year ended 30 June 2017.

Further, there was no evidence to indicate that the Authority was still pursuing recovery
of the deposits through the Deposit Protection Fund even though the collapsed banks
owned assets secured by the Government Official Receiver.

ln the circumstances, the recoverability of deposits totalling Kshs.129,466,400 is
doubtful.

Reporl d'tha Audttot-Gencrul on thc Finunciul Slulcncnls d'Nulionul Industrtul Truining Authority,for Ihe yeur
encled 30 June 20 l 7
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of National lndustrial Training Authority
management in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of financial statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Key Audit Matters

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

Other Matter

1.0 Budget and Budgetary Performance

1.1 Revenue

The actual receipts amounted to Kshs. 1,861,466,000 against the budgeted amount of
Kshs.1,991,500,000 resulting to a shortfall of Kshs.130,034,000 or 7o/o as tabulated
below:

However, the management explanations for excess or shortfall of 10% were not
included in the notes to the financial statements as required.

1.2 Expenditure

NITA had budgeted to spend Kshs.1,724,233,000 in 201612017 but spent
Kshs.1,368,424,000 and as a result underspent by Kshs.355,809,000 or 21o/o as
tabulated below.

Rcporl rl tha ,4uditot'-Gcnerul rtn tha Ftnunc'iul Stulentenls ofNttliot'tul Induslriul Traintng Aulhorit)',lbr Ihe vaur
ended 30 .lune 20 l:
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Revenue Head Budget
Kshs.

Actual
Kshs.

Excess/
(shortfall)

Kshs.

Exces/
(shortfall)

%
Training Levy collections 750,000,000 679,789 ,000 (70,211,000) (e)

Government
subsidies

grants & 598,000,000 523,466,000 (74,534,000) (12.s)

Renderinq of Services 371,500,000 348,705,000 Q2,795,000\ (6)

Finance lncome 50,000,000 44,558,000 6,442.000\ (1 1)

Other income, rental &
aoencies

222,000,000 264,948,000 42,948,000 19

Tota! 1.991.500.000 1.861.466.000 (130.034.000) fil
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Expenditure Budget
Kshs.

Actual
Kshs.

Over/(Under)
Kshs.

Over/
(under)

o/o

Employees costs 777,299,000 690,138,000 ( 87,161,000) (1 1)

Use of goods and services 37,382,000 48,605,000 11,223,000 30

Remuneration of Directors 41,600,000 26,757,000 (14,843,000) (36)

Repairs and maintenance 25,445,000 26,835,000 1,390,000 5

Contracted Services 23,928,000 16,946,000 (6,982,000) (2e)

General Expenses 818,579,000 559,143,000 (259,436,000) (32)

Total 1,724,233,000 1,369,424,000 ( 355,809,000) (21)

The under expenditures mainly occurred under general expenses by Kshs.259,436,000
or 32o/o, employees' costs by Kshs.87,161,000 or 11o/o a,nd Directors remuneration by
Kshs.14,843,000 or 36%. However, the over expenditure of Kshs.11,223,000 or 30% in
respect of use of goods and services was not explained in the Notes to the financial
statements.

The failure to spend Kshs.355,809,000 or 21oh of the budgeted expenditure implies that
the Authority's goals and objectives were not achieved as planned.

Responsibilities of Management and Those Charged with Governance for the
Financia! Statements

The management is responsible for the preparation and fair representation of these
financial statements in accordance with lnternational Public Sector Accounting
Standards (Accrual Basis) and for such internal control such as management
determines is necessary to enable the preparations of financial statements that are free
from material misstatement, whether due to fraud or error.

ln preparing the financial statements, management is responsible for assessing the
Authority's ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the going concern basis of accounting
unless the Government intends to cease operations of the Authority, or have no realistic
alternative but to do so.

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

Those charged with governance are responsible for overseeing the Authority's financial
reporting process.

Report d the Au<liltst-(ieneral on lhe Finunc'ial Slutentent.s ry'',Yulional Inclustriul Training Authority.fttr !he yeur
encletl 30 .lune 20 l7
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Auditor-General's Responsibilities for the Audit of the Financial Statements

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

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

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

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Authority's internal control.

a

o

a

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

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

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

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

Reporl ol tha ,-ludilot-Gencrul on lhe Ftttttttc'iul Stulcnunls of ,\ulionul Inclustrtul Truintng Authority./or the t eur
endctl 30 .lune 20 l7
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. Perform such other procedures as I consider necessary in the circumstances.

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

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

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

08 March 2018

ended 30.lune 2017
on lhe FinanciReport d lhe A al Slutemcnls ol Nutional Industrictl Truining Authority./itr !he S'ear
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National Industrial Training Authority,
Reports and Financial Statement,

for the Year endedJune,2}lT

xr. STATEMENT OF FINANCIAL PERFORMANCEFOR THE YEAR ENDED
3()TH JUNE 2017

The notes set out on pages 1 to 6 form an integral part of these Financial Statements

llPage

Note z0t6-2017 2015-2016

Kshs'000' Kshs'000'
Revenue from non-exchange transactions

Training Lery 1 679,789 749,913

Transfers from other governments-gifts and services-in-
kind

2 523,466 497,513

1,203r55 1247.426
Revenue from exchange transactions

Rendering of services 3 348,705 190,685

Finance income-external investments 4 44,558 69,094

Other income 4 264,948 38,785

658211 298.564
Total revenue 1,861,466 1,545,990

Expenses

Use of goods and servrces 5 48,605 52,768

Employee costs 6 690,139 577,217

Remuneration of directors 26,757 40,256

Depreciation and amortization expense 8 t65,t6t 197,347

Provision for Receivables 8(a) 14.623 0

Repairs and maintenance 9 26,835 19,13 8

Contracted services l0 16,946 14,770

General Expenses 11 5s9.t43 579.788
Total Expenses 1,548,208 1,481284
Surplus/( deficit)for the period 31srs8 64,706

313"258 64,706



Paul ger
Director General

Date...

denge
Ag.Manager Finance
ICPAK Member No.:8325

Dr. Kamau Gachigi
Chairman of the Board

National htdustrial Training Authorig',
Reports and Financial Slatentent,

for the Year ended June,2O|7

XII. STATEI\{ENT OF FINANCIAL POSITIONAS AT 3OTH JTINE 2OI7

Statements set out on pages 7 to 36 were signed on behalf of the Board of Directors

- u-zt-
by:

2016-2017 2015-2016

Kshs Kshs

Assets

Current Assets

Cash and cash equivalents l2 1,013,907 58,985

Receivables from exchange transactions 13 34,303 71,785

Receivables from non-exchange transactions t4 47,543 I 55,1 03

Investments 15 8,400 8,400

Short term Investments t2 260,000 780,000

1364,053 1,074,272

Non-Current Assets

Properfy, Plant and Equipment t6 8,289,527 8,320,270

Intangible assets 17 3,737 6,371

8,293,264 8,326,64L

Total Assets 9,657,317 9,400,913

Liabilities
Prepaid Fees 18 63,141

Trade and other payables l8 63,666 72,002

Provisions 8 (a) 74,623

78,289 135,143

Net assets 9,579,029 9,265,770

Capital Reserves 90,000 90,000

Revaluation Resen'e 8,243,800 8,243,900

Accumulated surplus 7,245,228 931,970

Total net assets and liabilities 9,579,029 9,265,770

2lPage
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National Industrial Training Authority,
Reports and Financial Statement,

for the Year ended June,20l7

XI[. STATEMENT OF CHANGES IN NET ASSETSFOR THE YEAR ENDED 3OTH JT]NE
2017

Attributable to the owners of the controlling entity
Reserves

Capital teplacement
development
reserve/Capital
Reserve

Revaluation
Reserve

Accumulated
surplus

Total

Kshs'000' Kshs'000' Kshs'000' Kshs'000'

Balance as at l July 2015 90,000 8,243,800 867,264 9,201,064

Surplus/(defrcit) for the
period

64,706 64,706

Balance as at30June
2016

90,000 8,243,800 931,970 9,265,770

Balance as at 1 JuIy 2016 90,000 g,243,goo 931,970 9,265,770

Surplus for the period 3t3,258 313,258

Balance as at 30rH June
2017

90,000 9,243,900 1,245,228 9,579,028

3lPage



National Industriol Training Aut hority,
Reports ond Financial Statement,

for the Year ended June,21l7

XIV. STATEMENT OF CASHFLOW AS AT 3OTH JUNE 2OI7

4lPage

Notes 2016-2017 2015-2016

Kshs'000' Kshs'000'

Cash flows from operating activities

Receipts

Training Ler1, 679,879 749,913

Govemment grants and subsidies 523,166 497,51.3

Rendering of services 348,705 190,685

Finance income 44,558 69,094

Other income ,rentals and agencv fees 264,948 38,785

Decrease/Increase in Account Receivables 13/1,4

Total Receipts 1,961,466 1,545,990

Payments

Compensation of employees 690,L38 577,217

Goods and services 48,605 52,768

Other payments 629,68',t 653,952

Decrease/Inctease in Account Receivables and Gok grants 1.9 (1,45,04L) t52,931

Decrease/Increase in Account Payables 1.9 71.,4'77 16,207

Total Payments 1,294,860 1,453,075

Net cash flows ftom operating activities 566,606 92,915

Cash flows from investing activrties

Purchase of properry, plant, equipment and intangible assets 1,6 -1.31,783 -L02,334

Net cash flows used in investing activities 434,823 -9,419

Cash flows ftom financing activities

Net increase/(decrease)in cash and cash equivalents

434,823 -9,419

CashandcashequivalentsatUULY t2 838,985 848,401

Cash and cash equivalents at 30 FI-INE 7,273,808 838,985
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National Industrial Trainmg Authorily Reports
and Financial Statements for the
Year ended June 30,2017

XVI. NOTES TO THE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Nauonal Industrial Training Authoriry OIITA) is a state corporation established under the Indusrial
Training (Amendment) Act 207l.ts mandate is to promote the highesr standards in the qualiry and

efficiency of Industnal Training in Kenya and ensure adequate supply of properly trained manpower at

all levels in industry.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

NITA financial statements have been prepared in accordance with and comply with Intemational Pubhc

Sector Accounting Standards (IPSAS). The financial statements are presented in Kenya sh-illings, which is
the functional and reporting curreno'of the entiry. The accounting policies have been consistendy applied
to all the years presented.

The financial statements have been prepared on the basis of Lustorical cost, unless stated otherwise. The
cash flow statement is prepared using the direcr method. The financial statements are prepared on accrual

basis.

3. ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the year
ended 30 June 2017

Standard Impact

IPSAS 33: First

trme adoption of
Accrual Basis

IPSAS

NITA adopted IPSAS in the year ended 30June 2074 and therefore provisions
o[ fust time adoption of accrual basis does not apply to the enuty.

IPSAS 34: Separate

Financial

Statements

NITA does not have any subsrdiaries, joint ventures or invesrments and

therefore the standard does not apply/ the enuty is a parent company and has

prepared consolidated financial statements and therefore the standard does not
aPPly

IPSAS 35:

Consolidated

Financial Statements

NITA does not have any subsidiaries, lomt ventures or investments and
therefore the standard does not apply

IPSAS 36:

Investments in

NITA does not have investments tn associares or joint ventures is the impact
of application of the new standard IPSAS 36:

6lPage
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National Industrial Training Authoriry Reports
and Financial Statements for the

Year endedJune 30,2017

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

ended 30 June 2017

iii. Early adoption of standards

NITA did not early - adopt any nev/ or amended standards nyeat 2017

Standard Impact

Associates and Joint
Ventures

IPSAS 37: Joint
Arrangements

NITA does not have an interest in a joint arrangement and therefore tlle

standard does not apply

IPSAS 38:

Disclosure of
Interests in Other

Entities

NITA does not have an interests in other entities and therefore the standard

does not apply

Standard Effective date and impact:

IPSAS 39:

Employee Benefits

Applicable: 1" January 2018

The objective to issue IPSAS 39 was to create convergence to changes in IAS

19 Employee benefits. The IPSASB needed to create convergence of IPSAS

25 to the amendments done to IAS 19. The main objective is to ensure

accurate information relating to pension Iiabilities arising from the de6ned

benefit scheme by doing away with the corridor approach.

IPSAS 40: Public

Sector

Combinations

Applicable: l' J anuary 2019 :

The standard covers public sector combinations arising from exchange

transactions in which case they are treated similarly with IFRS 3(applicable to

acquisitions only) Business combinations and combinations arising from
non-exchange transactions which are covered purely under Public Sector

combinations as amalgamations.

TlPage
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Year ended June 30,2017

4. SUMMARY OF SIGNIFICAIIT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

NITA recognizes revenues from fees, taxes and fines when the event occurs and the asset recognition

criteria are met. To the extent that there is a related condition attached that would give nse to a liabiJiry

to repay the amount, deferred income is recognized rnstead of revenue. Other non-exchange revenues

are recogntzed when it is probable that the future economic benefits or service potennal associated urith

the asset will flow to the enuty and the fair value of the asset can be measured reliably.

Transfers ftom other government entities

Revenues from non-exchange transactions with other government entities are measure d at fat value and

recognized on obtaining conuol of the asset (cash, goods, senrices and properry) if the transfer is free

from conditions and it is probable that the economic benefits or serr.ice potenual related to the asset will

flow to the entity and can be measured reliably.

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.

Iff/here the contract outcome cannot be measured reliably, revenue ts recognized only to the extent that

the expenses incurred are recovetable.

Sale ofgoods
Revenue from the sale of goods is recognized when the sigruficant risks and rewards of ownership have

been transferred to the buyer, usually on dehvery 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 entiw.

Interest income
Interest income is accrued using the effective yield method. The effective yeld discounts estimated future

cash receipts through the expected [fe 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 penod.

Diuidends
Dividends or similar distributions must be recognized when the shareholder's or the endry's right to

receive payments is established.

SlPage



N a t i o na I I ndus tri a I Tr ai ni n g Au t h or i ty Re port s
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Year ended June 30,2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Rental income
Rental income arising from operating leases on investment properdes is accounted for on a straight-Lne

basis over the lease terms and included in revenue.

b) Budget information
The original budget for FY 2076-2017'$/as approved by the National Assembly on 2016.No Subsequent

revisions or addiuonal appropnations \r-ere made to the approved budget in accordance with specific

approvals from the appropriate authorities.

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 accmal basis using a classification based

on the nature of expenses in the statement of financial performance, whereas the budget is prepared on
a cash basis. The amounts in the fi.nancial statements were recast from the accmal 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 classificaton schemes adopted for the presentation of the financial

statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis rncluded in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial performance

has been presented under section ni-x of these financial statements.

c) Taxes
Cunent income tax

Current income tax assets and l-rabilities for the cuffent period are measured at the amount expected to

be recovered from or pard to the taxation authorities. The tax rates and tax laws used to compute the

amount are those that are enacted or substantively enacted, at the reporting date in the area where the

Entity operates and generates taxable income.

Current income tax relating to items recognized direcdy in net assets is recognized h net assets and not

in the statement of financial performance. Management periodically evaluates positions taken in the tax

retums with respect to siruations in wtr-ich applicable tax regulations are subject to interpretatjon and

establishes provisions where appropriate.

Defened tax

Deferred tax is provided using the liability method on temporary differences between the tax bases of
assets and liabilities and their carryng amounts for frnanital reporting purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable

temporary differences associated uzith investments in controlled enflties, associates and interests in joint

venrures, when the timing of the reversal of the temporary differences can be conuolled and it is probable

that the temporary differences will not reverse in the foreseeable future.

9lPage



National Industrial Training Authonty Reports
and Financial Statements for the
Year ended June 30,2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

D efe ne d tax (c ontin u e d)

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of unused

tax credits and any unused tax losses. Deferred tax assets are rccogrized to the extent that it is probable

that taxable profit will be available against which the deducuble temporary differences, and the carry

forward of unused tax credits and unused tax losses can be utilized, except in respect of deductible

temporary differences associated with investments in controlled entities, associates and interests in joint
venfures, deferred tax assets are rccogruzed only to the extent that it is probable that the temporary

differences rx,ill reverse in the foreseeable future and taxable profit will be available against which the

temporary differences can be uuhzed.

The carrying amount of deflerred tax assets is reviewed at each reporting date and reduced to the extent

that itis no longer probable that sufficient taxable profit will be available to allow all or part of the deferred

tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at each reporting date and are

recognized to the extent that it has become probable that furure taxable profits rvill ailow the deferred tax

asset to be recovered.

Deferred tax assets and liabrliues are measured at the tax rates that are expected to apply in the year when

the asset is realized or the liabiliq, is senled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or defiot is recognized outside surplus or deficit.
Deferred tax items are recognized in correlation to the underlf ing transaction in net assets.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and tl:e deferred taxes relate to the same taxable
entity and the same taxation authority.

Sales tax

Expenses and asse ts are recognized net of the amount of sales tax, except:

authority, in rvhich case, the sales tax is recogruzed as part oFthe cost of acquisition of the asset or
as part of the expense item, as applicable

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

d) Investment property
Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes there placement cost of components of an exrstrng investment properry 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 propeffy.

l0lP.tgc
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Year ended June 30,2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Investment property acquired through a non-exchange transaction is measuredat its fdirvalue at the

date of acquisition. Subsequent to initial recognition, investment properties are measured usrng the cost

model 
^nd 

are depreciated over a 3}-year period.

Investment properties are derecognized when either they have been disposed of or when the investment

property is permanendy 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 carryrng amount

of the asset is recognized in the surplus or deficit in the period of de-recognirion.

Transfers are made to or from investment property only when there is a change in use.

e) Property, plant and equipment

AII property, plant and equrpment are stated at cost less accumulated depreciation and rmpairment

losses. Cost includes expendirure that is direcdy attributable to the acquisition of the items. When
significant parts of propeft)r, plant and equipment are req rir6d to be replaced at intervals, the entiry

recognizes such parts as individual assets with specific useful lives and depreciates them accordingly.

Likewtse, when a major inspection is performed, its cost is recogruzed in the carryng amount of the

plant and equipment as a replacement if the recognition criteria are sadsfied. All other repair and

maintenance costs are recogruzed rn surplus or deficit as incurred. \Mrere an asset is acquired in a non-
exchange transaction for ml or nominal consideration the asset is initially measured at its fair value.

f) Leases

Finance leases are leases that transfer substantially all of the 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 iease at the fat value of the leased property or, if lower, at the present value of the future minimum
lease payments. The Entity aiso tecognizes the associated lease liability at the rnception of the lease. The
liabiliry recognized is measured as the present value of the fun:re mirumum lease payments at initial
recognirion.

Subsequent to initial recognition, lease payments are apportioned between finance charges and reduction
of the lease lubtlity so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recogntzed as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the usefi:l 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 paymehts are recognized as an operating
expense in surplus or deficit on a stralght-line basis over the lease term.

g) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired
in a non-exchange transaction is their fair value at the date of the exchange. Followrng initial recognition,
intangible assets are camed at cost less any accumulated arrroriza i,on and accumulated impairment
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losses. Intemaliv generated rntangible assets, excluding capitalized deveiopment costs, are not capitaltzed

and expenditure is reflected in surplus or deficit in the period in which the expendirure is incurted.

The useful life of the intangible assets ts assessed as either finite or rndefirute.

h) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual proiect are

recognized as intangible assets when the Entiry can demonstrate:

Following rLitial recognition of an asset, the asset is carried at cost iess any accumulated amorizaion
and accumulated impairment losses. Amorrization of the asset begins when development is complete

and the asset is available for use. It ts amortjzed over the period of

Expected future benefit. During the penod of development, the asset is tested for impaitment annually

with any impairment losses recognized immediately in surplus or deficit.

j) Financial instruments
Financial assets

Ini ti al re cogni ti on a nd me a s urement

Financial assets within the scope of IPSAS 29 Fnancial Instruments: Recognition and Measurement are

classified as financial assets at fair value *rough surplus or deficit, loans and receivables, held-to-maturity

investments or available-for-sale financial assets, as appropriate. The Endry determines the classification

of its financial assets at initial recognidon.

Loans and rcceivables
Loans and receivables are non-derivative financial assets with fi-xed or determinable payments that are not

quoted in an active market. After initial measurement, such Enancial assets are subsequendy measured at

amortized cost using the effective interest method, less impairment. Amortized cost is calculated by taking

into account any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate. Losses arising from impairment are recognized in the surplus ot deficit.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Ifeld-to-maturity
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as

held to maturity when the Entity has the positive intention and abihty to hold it to maruriry. After initial

measurement, held-to-marurity investments are measured atamorized cost using the effective mterest

method, Iess impairment. Amortized cost is calculated by taking into account any discount or premium

12 lPrge
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on acquisiuon and fees or costs that are an integral part of the effective interest rate. The losses arising

from impairment are recogruzed in surplus or deficit.

Impairment of frnancial assets

NITA assesses at each reporong date whether there is objective evidence that a financial asset or entity

o[ financial assets is impaired. A financial asset or an entiry of f,rnancial assets is deemed to be imparred

if, and only if, there is objective evidence of rmpairment as a result oFone or more events that has occured

after the initial recogninon of the asset (an incurred 'loss event') and that loss event has an impact on the

estimated future cash flows of the financial asset or the entiry of financial assets that can be reliably

estimated. Evidence of impairment may tnclude the followrng indicators:

arrears or economic conditions that correlate with defaults)

Financial liabilities
Initial recognition and measurement

Financial liabrlities within the scope of IPSAS 29 arc classified as financial liabilities at fair value through

surylus or deficit or loans and borrowings, as appropriate. The Entity determines the classificarion of its

financial [abi]ities at irutial recogninon.

All flnancial liabihties are recogntzed initially atfanvalue and, in the case of loans and borrowings, plus

direcdy attributable transacdon costs.

Loans and bonowing
After iniual recognition, interest beanng loans and borrowings are subsequendy measured at amortized

cosr using the effective interest method. Gains and losses are recognized in surplus or deficit when the

Iiabilities are derecognized as well as through the effective interest method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or

costs that are 
^n 

integral part of the effecrive interest rate.

i) 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 acquisiuon.

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

follows:

manufacruring overheads based on the normal operating capacity, but excluding borrowing costs

After initial recognition, inventory is measured at the lower of cost and net rea[zable value. However, to

the extent that a class of inventory is drstributed or deploved at no charge or for a nomrnal charge, that

class of inventory is measured at the lower of cost and current replacement cost.
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Net realizable value is the esrirnated selling pnce in the ordinarl course of operations, less the estirnated

costs of completion and the estimated costs necessaq' to make the sale, exchange, or disribution.

Inventories ate recognized as an expense when deployed for utiLization or consumption in the ordinary

course of operations of the Entiq'.

l) Provisions

Provisions are recogruzed when the Endry has a present obligation (egal or construcdve) as a result of a

past event, it is probable that an outflow of resources embodling economic bene6ts or service potenual

will be required to setde the obligation and a reliable estimate can be made of the amount of the obligation.

V'lrere the Entiry ex?ects some or all of a pror.ision to be reimbursed, for example, under an insurance

contract, the reimbursement is recognized as a separate asset only when the reimbursement is virnrally

certain.

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

reimbursement.

C on tingen t li a bili ti e s

NITA does not recognize a contingent liabilrw, but discloses details of any contingencies in the notes to

the financial statements, unless the possibility of ao outflow of resources embodying economic benefits

or serv'ice potential is remote.

Contingent assets

NITA does not recognize a contingent asset, but discloses details of a possible asset whose existence is

contingent on the occurrence or non-occurence of one or more uncertain future events not wholly within

the control of the Entiry in the notes to the financial statements. Contingent assets are assessed continually

to ensure that developments are appropflately reflected in the financial statements. If it has become

virrually certain that an rnflow of economic benefits or senice 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.

m) Nature and purpose of reserves

NITA creates and maintains reserves in terms of specific requirements. Currendy NITA maintains 3

reserves.

7. A capital Reserve of 90m relating to Grants from the parent Ministry
2. Revenue Reserves relating to accumulated surplus/deficits (including prior year adjustments)

3. Revaluation reseryes,

n) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy reuospectively. The effects of changes

in accounting poLicy are applied prospectively if retrospective application is impracucal.

o) Employee benefits

Retirement benefi t plans

NITA provides retirement benefits for its employees and dtectors. Defined contribution plans are

postemployment benefit plans under which NITA pays fixed contributions into a separate entity (a fund),
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and will have no legal or construchve obligation to pav further contributions if the fund does not hold
sufficient assets today all employee benefits relating to employee service in the current and prior periods.
The contributions to fund obligauons for the payment of retirement benefits are charged against income
in the year in which they become pavable.

p) Employee benefits (Continued)

Defined benefit plans ate post-employment benefit plans other than de6ned-contribuuon plans. The
defined benefit funds are acuaiaTly valued tri-annually on the projected unit credit method basis. DeEcits
idenufied are recovered through lump sum payments or increased furure contributions on proportional
basis to all participating employers. The contributions and lump sum payments reduce the post-
employment benefit obhgation.

q) Foreign currency transactions

Transactions in foreign currencies are iniually accounted for at the ruling rate of exchange on the date of
the uansaction. Trade creditors or debtors denominated in foreign curency are teported at the statement
of financial position teporting date by apply'lng the exchange rate on that date. Exchange differences
arising from the setdement of creditors, or from the reporting of creditors at rates different from those
at which they were initially recorded during the period, are recogtized as income or expenses in the period
in which they arise.

r) Borrowing costs

Borrowing costs are capitaltzed against qualifl.ing assets as part of properry, plant and equipment.
Such borrowing costs are capitabzed over the period during which the asset is being acquired or
constnrcted and borrowings have been incurred. Capitals,zadon ceases when construction of the asset is
complete. Further borrowing costs are charged to the statement of financial performance.

s) Related parties

NITA regards a related party as a person or an entiry with the ability to exert control individually or jointly,
or to exercise significant influence over the Entiq,, or vice versa. Il{embers of key management are

regarded as related parties and comprise the directors, the CEO and senior managers.

t) Service concession arrangements

NITA analvses all aspects of seruce concession amangements that it enters rnto in determrnurg the
appropriate accounung treatment and disclosure requrrements. In pardcular, where a pivate parry
contributes an asset to the arrangement, the Entity recognizes that asset when, and only when, it controls
or regulates the services the operator must provide together wrth the asset, to whom it must provide them,
and at what price. In the case of assets other than 'whole-of-life' assers, it controls, through ownership,
beneficial entidement or otherwis e - 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 recogruzes a coffesponding liabrlity, adjusted by a cash consideration
paid or received.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

u) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on cali and
higlrly iiqtud investments with an original maturity of three monrhs or less, wluch are readily convertible
to known amounts of cash and are subject to insignificant risk of changes in value. Bank account
balances include amouflts held at the Central Bank of Kenya and at various commercial banks at the
end of the financial year. For the pulposes of these financial statements, cash and cash equivalents also
include short term cash imprests and advances to authorised pubJrc officers andf or institutions which
were not surrendered or account€d for at the end of the Enancialyear.

v) Comparative figures

V4rere necessary comparadve figures for the preuous financial year have been amended or reconfigured
to conform to the required changes in presentation.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION LINCERTAINTY

The preparation of NITA financial statements in conformity urth 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,
uncertarlry about these assumptions and estimates could result in ourcomes that require a matenal
adjustment to the carrying arnount o[ the asset or liability affected in furure penods.

Estimates and assumptions
The key assumptions concemiag the furure and other key sources of estirnation uncertainty at the
reporting date, that have a significant risk of caushg a matenil, adjustment to the carrJ.ing amounts of
assets and liabilities rvi*Lin the next financial year, 

^re 
described below. NiTA based its assumptions and

estimates on Parameters available when the consolidated financial statements were prepared. However,
existing circumstances and assumptions about furure developments may change due to market changes
or circumstances arising beyond the control of NITA. Such changes are reflected in the assumprions
when they occur. IPSAS 1.140

Useful lives and residual values
The useful [ves and residual values of assets are assessed usrng the following indicators to inform
potential future use and value from disposal:
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Ptovisions

Provistons were raised and management determined an estimate based on the informauon available

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

V) Subsequent events

There have been no events subsequent to the filancialyear end with a srgnificant tmpact on the financial
statements for the year ended June 30,2077 .

1. Training levy

This is revenue collected as contribuuon by employ.r3 fo, emplovees training

2. Transfers from other governments

3. Rendering of services
Revenue collected as Tuition, registration, Trade test and conferencing activities

Description 2076-2017 2015-2016

Kshs r000r Kshs'000'
Industrial Trairung Ler,1' 679.789 749,913
Total 679,789 749.97i

Description 2016-2077 2015-2016

trGhs'000' Kshs'000r
Operational Grant 401,376 367.633
Development Grants 1,22,090 729,990
Total government grants and subsidies 523,466 497,57l

Description 2016-2077 2015-2016
trGhs'000' IGhs'000'

Tuition Fees and Accommodation 54.514 75,41,8

Registration of Trainers 7,504 6,347
Trade Test Fees 229,387 108.920
Conference 57,300 37,159

Total revenue ftom the rendering of services 348,705 227,8M
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. Other income

5. Use of Goods and Services

6. Employee costs

7. Board of directors

Description 2076-2077 207s-2016
IGhs'000' Kshs'000'

Miscellaneous Receipts 96,338 1,626
Investment Income 44.558 69,094

Receivables 168,610 0
Total other income 309,505 70.720

Description 2076-2017 2015-2016
trGhs'000' Kshs'000'

Electriciw 1.9,628 21,796
NTater 1.1,,074 72.570
Secunty 16,091 16,409
Su 1,872 1.993
Total and seryices 48,605 52,768

2016-2017 2015-2016
Kshs'000' Kshs'000'

Salaries and wages 540,305 487.892
Nfedical Expenses

97,228 46,713
Sta[f Development

32.952 24,064
Other Allowance 7,617 72,435
Welfare 12,035 6.71.3
Employee costs 690,l:l8 577,217

Description 2076-2017 20L5-2016

Kshs'000' trGhs'000'
Director Emoluments 1,054
Board Other Expenses 11,738 13,335
Board Capacity 17,523 17,960
Board Sub Committee 2.442 8.961
Total director emoluments 26,757 40,256
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8. Depreciation and amortization expense

8 (a) Provisions

9. Repairs and maintenance

I 0. Contracted services

Description 2076-2017 2015-2016

Kshs'000' Kshs'000'
Buildings 62,692 62,334
Plant and Machrnery

29,636 29,636
Motor Vehicle 43,701 41,165
Computer and Accessories 37.491
Fumrture and Fittings 6,590 5,745
Equrpment 14,194 13.880
Books 1,23 123
Intangibles 8,832 6,973
Total repairs and maintenance 165,16l 197,347

Description 2016-2017 2015-2016
Kshs'000' Kshsr000r

Accounts teceivable 12,823 0
Audit fees 1,500 0
Contigent 300 0
Totals 14,623 0

Description 2016-2077 2075-2016

Kshs'000' Kshs'000'
Nlaintenance of Equipment 1,,097 891
Maintenance of Buildrngs

3,036 2992
Maintenance of Furniture 93 463
Maintenance of Grounds 207 765
Maintenance of Motor Vehicle 1.0,726 9,763
Maintenance of Sofrware 71,676 4264

Total repairs and maintenance 26,935 79,7i8

Description 2016-2077 2015-2016

Kshs'000' Kshs'000'
Part ume lectures 16,946 14,770
Total contracted sen ices 16.946 14,770
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NOTES TO THE FINAI\CIAL STATEMENTS (Continued)

ll. General

Description 20L6-2017 2015-2016

Kshs'000' IGhs'000'
Audit fees 928
Advertising and Publicity 19,308 26.467
Bedding & Linen 204 204
Chemicals, Detergents & Industrial gases 456 1.,903

Claims, Damages & Compensation 5,293
Conference Expenses 15,549
Curriculum Development 5.673 4.146
Domestic Travel 18.141 22,502
Female Sponsorsl:rp 9,720 8,619
Finance Expenses 7,863 1,2,066
Food & Ratio t9.303 41,018
Foreign Travel 3.414 205
Fuel, Oil and Lubricants 23,913 15.996
Hospitahtl' 6,636 8.589
Industnal Attachment 23,279 24,522
Insurance 8,833 5.795
Intemal Audit Expenses 4,727 6,377
Legal Fees 7,094 17,937
Ubrary 211 376
Management Consultanry 3.043 2.900
Marketng Expenses 4,847 3,422
Professtonal sen'ices 1,219
OfFrce and General Supplies 13.378 76,542
Planning Expenses 6.580 2,757

Q"dity Assurance Expenses 7,3L2 5,685
Registration of Training Providers& Approvals for Training 6,367 1,331
Reimbursements for lvlanagement & Supervisory 91,049 71.7,976

Rent & Rates 953 160
Sector Comrnittees 11,008 s46
Seminars & Workshops 5,022 10,613
Specialized Materials 22,652 30,158
Sn:dent Examination 5,31',1 4,677
Supplies Charn Management Expenses 5.135 6,030
Telecommunication 12,071 9.861

Trade Test Expenses 147,1.62 138,151

Training Levy Expenses 44,174 28,946
Uniforms & Protective Clothung 153 456

559,143 579,788
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

12. Cash and cash uivalents

12 (t). Detailed analysis of the cash and cash equivalents

Description 20L6-2077 2075-2016

Kshs'000' IGhs'000'
Current account 989.120 58.559
Treasury bills 180,000 180.000
Fixed deposits account 0 600,000
Staff car loan/ mortgage 90,000 0
Cash in Hand 688 426

Cash in Transit 24.000
Total cash and cash equivalents 1,273.808 838.985

2076-2017 2015-2016
Financial institution Account number Kshs'000' Kshs'000'
a) Current account

Kenya Commercial bank Industrial
Area ( Revenue)

1 102588075

909,t61 20.410
Kenya Commercial bank Industrial
Area ( Payments)

1.158641931,

23.647 4,385
Kenya Commercial bank Kisumu 11+4738434 20.035 1,1,.356
Kenya Commercial bank Mombasa 7144254639 26.164 12.023
Kenya Commercial bank Kitengela r170854729 2,8s3 1,905
Standard Chartered Bank Industrial
Area

0104031408200

779 19r
National Bank Harambee Avenue 01001000902800 6,787 8,290
Sub- total 989,120 58,560

b) Tteasury bills
National Bank of Kenva 100.000 100,000
Co-operative Bank of Kenya 01150012924502 80.000 80,000
Sub- total 180,000 180,000

c) Fixed deposits account
Kenva Commercial bank 0 600,000
Sub- total 0 600,000

d) Staffcar loan/ mortgage
Kenya Commercial bank ( Car) 1206410337 20,000
Kenya Commercial bank ( Mortgage) 12064t0248 60.000
Sub- total 80,000 0

e) Others(specifu)
Cash in hand 688 426
Cash in Transit 24.000
Sub- total 24,688 426
Grand total 1,273,808 838.986
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13. Receivables from exchange transactions

14. Receivables from non-exchange contracts

15. Investments

Description 2016-2017 2075-2016
Kshs'000' Kshs'000'

Current receivables
Receivables - Employers 18,345 s,333
Receivables- Students 15,958 12,114
Prepayments Medical 43,228
Accrued Investment Income 10,800

Total current receivables 34,303 71,785

Description 2016-2017 2015-2016
Kshs'000' Kshs'000'

Curtent receivables
Receivables - staff 47.543 44,228
Accrued Govemment Grants 710,87 4
Total current receivables 47,543 155.702

Description 2016-2077 2015-2076

Kshs'0001 trGhs'000'
a) Investment in Treasury bills and bonds

Financial institution
Nauonal Bank of Kenya 180,000 180,000
Sub- total 180,000 180.000

b) Investment with Financial Institutions/
Banks
KCB 0 600.000
Sub- total 0 600,000

c) Equity Investments
Equity in Shares 8,400 8,400

Grand total 188,400 788,400
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NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

1 7. Intan gi ble assets-software

18. Trade and other payables from exchange transactions

19. Cash Generated from Operations

20. Financial Risk Management

NITA activiries exPose it to a vaiety of financial risks rncluding credit and liquidiry risks and effects of
changes in foreign crurenry. NiTAs overall risk manage-..rt p-grrmme focuses on unpred.ictabrJrry of
changes in the business environment and seeks to mirumise the potennal adverse effect of such risks on
Its performance by setring acceptable levels of risk. fusk on ,..or:nt receivables, payables as well as cash
and cash equivalents the Authoriry has ceased from receir"ing personal checks-and all transaction for
account receivable to be paid direcdy to NITA bank account to minirnise the risk of collusion. NITA
24lP age

Description
2076-2017 2015-2076

Kshs'000' Kshs 1000'

Cost
At beginning of the year 23,243 22,03L
Additions 6,198 1,212
At end of the year 29,U| ?3,243
At end of the 29,441 23,U3
At of the ar 16,872 9,899
Amornzadon 8,832 6,973
At end of the year 25,704 16,872
At end of the year
NBV 3,737 6,371

Description 2016-2077 2015-2016

trGhsr000r trGhs1000'
Trade payables 63,666 58,579
Payments received in advance 0 63,141,
Other bles 0 1,3,423
Total trade and other payables 63,666 1l.5,143

2016-2017 2015-2016
Kshs'000'. Kshs'000'

Surplus for the year before tax 313,259 64,706
-Adjusted for:
Depreciation l65,l6l 197,347
Pror,rsron for receivables 14,623

tal
Decreased in receivables 34,167 (42,0s7)
Decreased rn Accrued Government Grants 1t0,874 0 r0.874)
Decrease in Pa (71.477) (79.348\
Increase in Fees 63.141
Net cash flow from activities 566,606 92,915
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does not hedge any risks and has m place policres to ensure thar credrt rs only extended to customers with
an established credit history.

The NITAs Enancial risk management objectives and policies are detai.led below:

(i) Credit risk

NITA has exposure to credit risk, which is the nsk thar a counterparry'will be unable to pay amounrs 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 fi.nancial invesLments.

Nlanagement assesses the credit qualiry of each customer, taking into account its financial position, past
experience and other factots. Individual nsk hmits are set based on intemal or extemal,r.rr*..ri i'
accordance uzith 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 enr.ironment.

The carq{ng amount of financial assets recorded in the financial statements representing the entity,s
maximum exPosure to credit risk rvithout taking account of the value of any collateral obtained is made
up as follows:

The customers under th9 fully performing category arc payng ther debts as they conrinue tradrng. The
credit risk associated wrth these receivables is minimal and the allowance for uncollectible amounts that
the company has recognised in the finanoal statements is considered adequate to cover any potentially
irrecoverable amounts.

The board of directors sets the company's credit policies and objectives and lay,s down parameters wrthin
which the various aspects of credit risk management are operated.

(ii) Liquidify risk management

Ultimate responsibiliry for liquidiry risk management rests with the endry"s directors, who have built an
appropriate ltquidiry risk management framework for the management of the enriry's short, medium and
long-term funding and liquiditl'management requirements. The entiry manages liquidity risk through
continuous monitoring of forecasts and acnral cash flows.

(iii) Market risk

The board has put in place an internal audit function to asslst ir in assessing the risk faced by NITA on
an ongoing basis, evaluate and test the design and effecriveness of its internal accounting and operational
controls.

Market risk is the nsk anlng from changes in market prices, such as interest rate, equir), prices and foreign
exchange rates which will affect NITAs income or the value of its holding of financial-instruments. The
objective of market risk management is to manage and control market ,ri=k .*por.rres within acceptable
parameters, while optimising the refurn. Overall responsibility for managing market risk rests with the
Audit and Risk Managemenr Cornmirree.

NITA Finance Department is responsible for the development of detailed risk management policies
(subject to rerdew and approva.l by Audit and fusk Management Comrnittee) and for-the day to day
implementanon of tlose policies.
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There has been no change to the entity's exposure to marker nsks or the manner in which it manages and
measures the risk.
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Related Party Balances

a) Nature of related party relationships

Entities and other parties related to the enuq'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 famrly members.

The entiry is related to

i) The National Govemment;
r) The Parent Ministq,of East Africa commuruty, Labour & Social prorectron
iu) Key management;
n) Board of directors;

b) Related pafi transactions

2017

Kshs
2016
Kshs

Transfers from State Deprt of Industry and Labour services 523,866,g92 4g7,512,6gg
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

42. Related Party Balances (continued)

c) Key management remuneration

2017

trGhs'000'

g_
2016

Kshs'000'
1,274Directors

21. Events after the reporting period

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

22.Ultimate and Holding Entify

NITA is a State Corporation under the Ministry of East Africa Community, Labour & Social
Protection. Its ultimate parent is the Govemment of Kenya.

23. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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XYII. PROGRESS ON FOLLOW UP OF ATIDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor. We have nominated focal persons to resolve thi various issues as
shown below with the associated time frame within which we expect the issues to be resolved.

Guidance t{otes;

(, Use the same reference numbers as contained in the extemal audit report;

(ii) obtain the "Issue/observauon" and "management comments,,, required above, from

final external audit report that is signed by N{anagemenr;

(iii) Before approving the repon, discuss the timeframe with the appornted Focal point

persons withln your enrity responsible for implementatron of each issue;

(ir) Indicate the starus of "Resolved" or "Not Resolved" by the date of submitting this reporr

to National Treasury

/o,
Paul K. Kosgel
Director General

i--A

Dr. Kamau Gachigi
Chairman of the Board

Refeten
ce No.
on the

external
audit

Report

Issue /
Observations ftom
Auditor

Management comments

Focal Point
person to

resolve the
issue (ny'ame

and
designation)

Status:
(Resolved /

IYot
Resolved)

Timeftame:
(Put a date
whea you
expect the
issue to be
resolved)

1
Uncollected Trarning
Ler,y

Demand leners had been
rssued to all companies in
the list of defaulters

GaIm Guyo
Manager

Lery

Companies
paid and the
list has

sigruficandy
reduced

31,t Nov. 2017

)
Allocation of NITA
land to private
developer

The marter rs before the
Land Commissron

Irene Ogamba
Manager kgal

Maner still
pendmg with
the Land
Commission

37't Dec 2017

1
Pendrng Invorces at
TDC Athi River

Follou, up wrth the
relevant Government
ministries flor payment

Jane Kamau
Manager TDC

Athi Rrver
Resolved

4. Outstanding Debtors
Follow up and issue
demand leners and recover
all outstanding debtors

Juhus Ndenge
Ag. Ir{anager

Finance

Efforts been
done for
recoveries of
outstanding
debts

30m Nov 2017
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XVm. Appendix l: PROJECTS IMPLEMENTED By THE ENTITY

Projects

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

Status of Projects completion

(Summarise the status of project completion at the end of eoch quarter, ie total costs incurred, stage
whtch the project isetc)

Proiect title Ptoiect
Numbet

Donor Period/
dutation

Donot
commitment

Sepatate donor
teporting
required as per
the donor
agreement
(Yes/No)

Consolidated
in these
financial
statements
(Yes/No)

KYEOP P151831 World
Bank

4 yeas 5.78 YES NO

Proiect Total
proiect
Cost

Total
expended to
date

Completion
oh to d.ate

Budget Actual Sources
of funds

1 KYEOP 5.78 36,565 5.7B 36,565 Dooor
Funds
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XIX. Appendix 2: INTER-ENTITY TRANSFf,RS

. The above amounts have been to and reconciled with
Finance Manager Accounting Unit

F\

Industry
{

Deprt.of

ign---*-----
,.j i',.-.,1:,

ENTITY NAME:
kBrea ofdown fersTrans thefrom State oft IndusDcpartmen deTra and In entvestm andfry

Sta e fo La bo ru Service
FY 16fi7

a. Recurrent Grants

Bank Statement

State Depar&nent of
lndusby, Trade and
Investment 23'd 2016 1 4
State Department of
Industry, Trade and
Investment 14th Nov. 2016
State Department of

lndustry, Trade and
lnvestment 16ft March 2016
State Department
Industry, Trade and
Investment l0th Ma 24rc 100.343 879

Total 401 75,517.00

b. Devel Grants

Bank Statement
Indicate the FY to
which the amounts

State Deparfment of
Labour Services 't,tlhL+ 2017 090
State Deparfment of
Labour Services Cash in Transit

Total
c. Donor

Bank Statement

State Department of
Labour Services 103 t6

Total 103

l
I
l,

!

I
I

i

I
I
i
i
I
l
;

I
t
I

,
i
I

I

i
;
I

{
i

i
:

I

j

I

I
I
I

:

2

I
I

Sign
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