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1. Project Information and Overall Performance

1.1

Name and registered office
Name

The name of the project is ‘Promotion of Youth Employment and Vocational
Training in Kenya (TVET Phase I)’.

Objective
The key objective of the project is to equip Youth with relevant skills that support

attainment of the big four agenda.

Address
The project headquarters offices are Nairobi (city), Nairobi County, Kenya.

The address of its registered office is:

Ministry of Education, State Department of Vocational and Technical Training,
Jogoo House B 8" Floor

P.O. Box 9583-00200

Nairobi, Kenya

Contacts: The following are the project contacts

Telephone: (254) 722492972
E-mail: psvtt@education.go.ke

Website: www.education.go.ke
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Project information and overall performance (continued)

12 Project Information

Project Start Date:

The project start date is 21.02.2020

Project End Date:

The project end date is 31.12.2023

Project Manager:

The project manager is Ms. Lina Ayako

Project Sponsor:

The project sponsor is GoK and KfW Development Bank
(Germany)

13 Project Overview

Line Ministry/State

Department of the project

The project is under the supervision of the Ministry of
Education, State Department of Vocational and Technical

Training (SDVTT)

Project Reference number

Loan BMZ No. 2016 67 211 & BMZ No0.2016 65 298
Grant Reference: 1930 05 527

Strategic goals of the project

The strategic goals of the project are as follows:

The challenges in the sector are well documented. They include
low penetration due to inadequate facilities; capacity of trainers
is not commensurate with the modern technology in the entire
sector country wide. The consequences have been poor
perception of TVET training, poor tools impacting on quality of
training. The Government has put interventions in place
including, capitation support, infrastructure support and supply
of the State-of-the-Art equipment. This project will augment

Governments efforts in all areas of deficiency.

Achievement of strategic

goals

The project management aims to achieve the goals through the
following means:

1) The project’s economic and social benefit is to
equip the youth with necessary skills, to address
the challenges of youth unemployment emanating

v
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from skills mismatch between the training and
needs of the industry.

i) [t will open a pathway to a demographic dividend
for development that will improve Kenya’s
competitiveness, raise household incomes, and
ultimately reduce poverty.

1i1) Reduction in poverty will transform Kenya into
“a newly-industrializing, middle income country
providing a high quality of life to all its citizens
in a clean and secure environment as envisioned
in vision 2030.

Other important background

information of the project

Phase [ targets
The project aims to construct, and equip (upgrade) 3 Institutions
as Centres of Excellence.
1.Kiambu Institute of Science and Technology (KIST)-
Industrial Mechatronics,
2.Nairobi  Technical Training Institute — Automotive
Mechatronics,

3. Thika Technical Training Institute — Mechatronics.

Current situation that the
project was formed to

intervene

The project was formed to intervene in the following areas:
(1) To equip Youth with relevant skills that support
attainment of the big four agenda
(i1) Increase transition of youth from basic education into
TVET and reduce unemployment
(iii)  Improve the quality and relevance of TVET for

industry

Project Components

1: Infrastructure measures at supported TVET institutions
2: Procurement of state-of-the-art equipment for training
3: ICT measures at supported TVET institutions
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4: Scholarships
5: Implementation — TVET and private sector

Project activities and inputs

Indicators

1). Rehabilitation extension
and/or construction of
essential TVET buildings

11) Procurement of tools in
support of cooperative
training

ii1) Training of trainers on
use and maintenance of
equipment

iv) Development and
procurement of teaching,
learning and assessment
materials and tools

v) Provision of Scholarships

% Construction and rehabilitation measures completed

% of equipment installed

No. of trainers trained

% of material developed

No of trainees benefiting from the scholarships.

Project duration

The project started on 21%" February 2020 and is expected to run
until 31 December 2023

Vi
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Project Information and Overall Performance (Continued)

14 Bankers

The project does not have a separate bank account for its operations. It shares the
Development Bank account for the State Department of Vocational and Technical Training

at the Central Bank of Kenya.

1.5 Auditors

The project is audited by the:

Auditor-General

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

GOP 00100

Nairobi, Kenya

1.6 Roles and Responsibilities

Mr. Tom Mulati | Ag. Director Master of Education | Project  overall  project
Technical education Coordinator

Niras Africa | Implementing International Support Ministry of

Limited Consultants Consultancy Education on

implementation ~ of  all
aspects of the project

(designs, scholarships,

Vil
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equipment etc)

Lina Ayako

Deputy Director

Technical Education

Master of Education

Project Coordinator

Samuel Waweru | Deputy Director | Master Arts — | Deputy project Coordinator
Technical Education | Information

Communication

Technology
Eng. Elijah | Principal ~ Director | Bachelor of Science | Assistant Project
Abeka Technical Education | Engineering Coordinator
Arc. Mwangi | Senior Supt | Master of Art Urban | in charge of liaison with the
Kiragu Architect Management implementing  consultants

on architectural designs

Peter G. Kamau

Senior supt. Quantity

Bachelor of Science

In charge of liaison with the

Commerce Certified

surveyor quantity Surveying implementing  consultants
on material quantities
Samuel Muka Head Of | Bachelor of Art|Head of Supply Chain
Procurement Commerce Management
Joseph Kiraita Head of Accounts Bachelor of  Art | Head of Accounting Unit
Commerce Certified
Public Accountant
Anthony Masinde | Head of Finance Master of Business | Head of Finance Unit
Administration,
Certified Public
Accountant
Carolyne Principal Accountant | Master of Business | Project Accountant
Nyambok Administration,
Certified Public
Accountant
David Tande Finance officer Bachelor of  Art | Project Finance Officer

viii
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Public Accountant

Ali Bocha Supply chain | Bachelor of  Art| Project  Supply  Chain

Management officer | Commerce Officer

1.7Funding summary

The Project is for duration of 4 years from 2020 to 2023 with an approved budget of Euros
22,737,947.00 equivalent to Kshs 2,773,120,000.00 as highlighted in the table below:

Below is the funding summary:

A. Source of Funds

(i) Grant

KFW - Germany

T | 2,000,000 | 243,920,000 340,386 | 41,513,548 | 1,659,613 | 202,406,452
(i) Loan

KFW - Germany
20,000,000 | 2,439,200,000 | 754,883 | 92,065,504 | 19,245,117 | 2,347,134,49¢

(iii) Counterpart

funds

Government of

Kiuiya 737,947 | 90,000,000 | 242,480 | 29,572,929 | 495467 | 60,427,071

Total

22,737,947 | 2,773,120,000 | 1,337,749 | 163,151,981 | 21,400,198 | 2,609,968,01¢

1X
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Project information and overall performance (continued)

B. Application of Funds

(i) Grant
KFW - Germany 340,386 | 41,513,548 | 41,513,548 | 1,659,613 | 202,406,452
(i) Loan
KFW - Germany 754,883 | 92,065,504 | 92,065,504 | 19,245,117 | 2,347,134,496
(ii) Counterpart
funds
Government of Kenya 242,480 | 29,572,929 | 29,572,929 495,467 60,427,071
Total 1,337,749 | 163,151,981 | 163,151,981 | 21,400,198 | 2,609,968,019
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Project information and overall performance (continued)
1.7 Summary of Overall Project Performance:
1)  Budget performance against actual amounts for current year and for cumulative
to-date,
1)  Physical progress based on outputs, outcomes, and impacts since project
commencement,
The project has an implementing consultant as an output of the project milestone
60 Students are enrolled in the institutions undertaking Cooperative training.
Procurement of process for works, equipment and tools is on going
Over 24 Industries participating in training
iii))  Comment on value-for-money achievements,
iv)  Indicate the absorption rate for each year since the commencement of the project.
List the implementation challenges and recommended way forward.
The challenges encountered include;
1. Lengthy procurement processes that undergo various approval processes
2. Low responsiveness to tenders

3. Extra effort needed to bring industry on board for training purposes

1.8 Summary of Project Compliance:
1)  Include significant cases of non-compliance with applicable laws and regulations,
and essential external financing agreements/covenants,
i1)  Include consequences suffered on account of non-compliance or likely to be
suffered. _
i)  Indicate mitigation measures taken or planned to be taken to alleviate the adverse

effects of actual or potential consequences of non-compliance.

X1
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2. Statement of Performance against Project’s Predetermined Objectives
Introduction

Section 81 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of
each financial year, the Accounting Officer when preparing financial statements of each
National Government entity in accordance with the standards and formats prescribed by the
Public Sector Accounting Standards Board includes a statement of the national government
entity’s performance against predetermined objectives.

The challenges in the sector are well documented. They include low penetration due to
inadequate facilities; capacity of trainers is not commensurate with the modern technology
in the entire sector country wide. The consequences have been poor perception of TVET
training, poor tools impacting on quality of training. The Government has put interventions
in place including, capitation support, infrastructure support and supply of the State-of-the-

Art equipment. This project will augment Governments efforts in all areas of deficiency

The key development objectives of the project’s agreement/ plan are to:
a) To equip Youth with relevant skills that support attainment of the big four agenda
b) Increase transition of youth from basic education into TVET and reduce unemployment

¢) Improve the quality and relevance of TVET for the industry

1.Progress on attainment of Strategic development objectives

For purposes of implementing and cascading the above development objectives to specific
sectors, all the development objectives were made specific, measurable, achievable,
realistic and time-bund (SMART) and converted into development outcomes. Attendant

indicators were identified for reasons of tracking progress and performance measurement:

Xii
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Below we provide the progress on attaining the stated objectives:

Promotion of
Youth
Employment and
Vocational
Training in

Kenya (TVETI)

To equip Youth
with relevant
skills that
support
attainment of the

big four agenda

Kenyan  Youth
who have
successfully
completed high-
quality labour
market —oriented

TVET

% Construction
and rehabilitation
measures
completed

% of equipment
installed

No. of trainers
trained

% of material
developed

No of trainees
benefiting from

the scholarships.

In FY2021/2022
The

implementation
of the project had
just started and
the project was
being put into

form,

xiil
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3.Environmental and Sustainability Reporting

The project of Promotion of Youth Employment and Vocational Training in Kenya (TVET
Phase I) exists to transform lives. This is our purpose; the driving force behind everything
we do. It’s what guides us to deliver our strategy. Below is a brief highlight of our activities
that drive towards sustainability.

1. Sustainability strategy and profile

The top management especially the accounting officer should make refence to sustainable
efforts, broad trends in political and macroeconomic affecting sustainability priorities,

reference to international best practices and key achievements failure.

The sustainable efforts in place include building capacity of the institutions and industry to
continue implementing the project. Efforts geared towards enhancing sustainability include

development of policy that will guide dual training to enhance quality of training in TVET.

2. Environmental performance

Outline clearly, environmental policy guiding the organisation, provide evidence of the
policy. Outline successes, shortcomings, efforts to manage biodiversity, waste management
policy and efforts to reduce environmental impact of the organisation’s products.

The project is based on existing policies that guide environment management. The project
will have minimum impact on environment since it will only involve building training

infrastructure and training.

3. Employee welfare

Give account of the policies guiding the hiring process and whether they take into account
the gender ratio, whether they take in stakeholder engagements and how often they are
improved. Explain efforts made in improving skills and managing careers, appraisal and
reward systems. The organisation should also disclose their policy on safety and
compliance with Occupational Safety and Health Act of 2007, (OSHA)

The project is being implemented in TVET training institutes. Employees involved in the

project are those that are in existence. Consultants involved in the project are sourced

X1V
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competitively through advertisements. The institutions comply with the Occupational
Safety and Health Act of 2007, (OSHA). The Government policies in use guide on gender

inclusivity, capacity building and performance management.

4. Market place practices-
The project has outlined its efforts to:
a)  Responsible Supply chain and supplier relations-
Project is at the initiation and procurement process is on-going. Suppliers will be
managed as per the Public Procurement Act 2005 and the Financial Management
Act 2015
b)  Responsible ethical practices
The advertisement for tenders done is in line with the procurement laws of Kenya
and the financiers’ procurement rules and procedures. The advertisement is done
through newspapers of larger circulation and through the Ministry and KfW
websites. Individual institutions advertise for their programmes through the print
and electronic media. There are also efforts to maintain ethical and responsible
political environments’ and anticorruption practices.
¢) Regulatory impact assessment
The ministry has regulatory agencies which include TVET Authority and KNQA
which regulates the quality of training across the country to safeguard citizen and

stakeholder’s rights.

5. Community Engagements

At initiation stage. Community engagements not yet in place.

XV
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4. Statement of Project Management Responsibilities
The Principal Secretary for the State Department for Vocational and Technical Training in

the Ministry of Education and the overall project coordinator for the project promotion of

youth employment and vocational training are responsible for the preparation and

presentation of the project’s financial statements, which give a true and fair view of the

state of affairs of the project for and as at the end of the financial year ended on June 30

2022.The responsibility includes;

(1)

(i)

(i11)

(iv)
v)
(vi)

Maintaining adequate financial management arrangement and
ensuring that these continue to be effective throughout the reporting
period,

Maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the project,
Designing, implementing and maintaining internal controls relevant
to the preparation and fair presentation of the financial statement,
and ensuring that they are free from material misstatements, whether
due to error or fraud,

safeguarding the assets of the project,

Selecting and applying appropriate accounting policies and,

Making accounting estimates that are reasonable in the

circumstances.

The Principal Secretary for the State Department for Vocational and Technical Training in

the Ministry of Education and the overall Project coordination for the project promotion of

youth employment and vocational training accept responsibility for the Project financial

statements, which have been prepared on the Cash Basis Method of Financial Reporting,

using appropriate accounting Policies in accordance with the international Public Sector

Accounting Standards

The Principal Secretary for the State Department for Vocational and Technical Training in

the Ministry of Education and the overall Project coordinator for the project promotion of

youth employment and vocational training are of the opinion that the Financial statements

XVi
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give a true and fair view of the state of the Project’s transactions during the financial year

ended 30 June 2022 and of the project’s financial position as at that date.

The Principal Secretary for the State Department for Vocational and Technical Training in
the Ministry of Education and the overall Project coordinator for the project promotion of
youth employment and vocational training further confirm the completeness of the
accounting records maintained for the Project, which have been relied upon in the
preparation of the project financial statements as well as the adequacy of the systems of

internal financial control.

The Principal Secretary for the State Department for Vocational and Technical Training in
the Ministry of Education and the overall Project coordinator for the project promotion of
youth employment and vocational training confirm that the project has complied fully with
applicable Government Regulations and the terms of external financing covenants, and that
Project funds received during the financial year/period under audit were used for the eligible

purposes for which they were intended and were properly accounted for.
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Approval of the Project financial statements

The Project financial statements were approved by the Principal Secretary for the Ministry of
Education, State Department of Vocational and Technical Training and the Project
Coordinator for the Promotion of Youth Employment and Vocational Training in Kenya

. signed them on 1% November, 2022.

...............................

Dr. Margaret Mwakima Lina Ayako Carolyne Nyambok
Principal Secretary Project Coordinator Project Accountant
ICPAK Member No: 5875

XViil



‘ REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Website: www.oagkenya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAROB

REPORT OF THE AUDITOR-GENERAL ON PROMOTION OF YOUTH EMPLOYMENT
AND VOCATIONAL TRAINING IN KENYA (TVET PHASE ) PROJECT LOAN
REFERENCE: BMZ NO.2016 67 211 & BMZ NO.2016 65 298 AND PROJECT GRANT
REFERENCE NO.1930 05 527 FOR THE YEAR ENDED 30 JUNE, 2022 - STATE
DEPARTMENT FOR VOCATIONAL TRAINING AND TECHNICAL TRAINING

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

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

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

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

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

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

Report of the Auditor-General on Promotion of Youth Employment and Vocational Training in Kenya (TVET Phase
1) Project Loan Reference: BMZ No.2016 67 211 & BMZ No.2016 65 298 and Project Grant Reference No.1930 05
527 for the vear ended 30 June, 2022 - State Department for Vocational Training and Technical Training



REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Promotion of Youth Employment
and Vocational Training in Kenya (Phase |) Project Loan Reference No0.2016 67
211&BMZ No0.2016 65 298 and Project Grant Reference N0.1930 05 527 set out on
pages 1 to 26, which comprise of the statement of financial assets as at 30 June, 2022,
and the statement of receipts and payments, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of the Promotion of Youth Employment and Vocational Training in Kenya (TVET
Phase 1) Project Loan Reference: BMZ No0.2016 67 211 & BMZ No.2016 65 298 and
Project Grant Reference N0.1930 05 527 as at 30 June, 2022, and of its financial
performance and its cash flows for the year then ended, in accordance with International
Public Sector Accounting Standards (Cash Basis) and comply with the Loan and Grant
Financing Agreements No0.2016 67 211 & BMZ No.2016 65 298 and 1930 05 527
respectively, between Kreditanstalt fur Wiederaufbau (KfW) and the Government of
Kenya dated 21 February, 2020 and Public Finance Management Act, 2012.

Basis for Opinion

The audit was conducted in accordance with the International Standards of Supreme
Audit Institutions (ISSAIls). | am independent of the Promotion of Youth Employment and
Vocational Training in Kenya (Phase 1) Project Loan Reference No.2016 67 211 & BMZ
No.2016 65 298 and Project Grant Reference No.1930 05 527 Project Management in
accordance with ISSAI 130 on the Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Emphasis of Matter
Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final budget and
actual receipts on a comparable basis of Kshs.633,000,000 and Kshs.135,196,299
respectively, resulting in an underfunding of Kshs.497,803,701 (or 79%) of the budget.
Similarly, the Project spent an amount of Kshs.135,196,299 against an approved budget
of Kshs.633,000,000, resulting in an under-expenditure of Kshs.497,803,701 (or 79%) of
the budget.

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

Report of the Auditor-General on Promotion of Youth Employment and Vocational Training in Kenya (TVET Phase
1) Project Loan Reference: BMZ No.2016 67 211 & BMZ No.2016 65 298 and Project Grant Reference No.1930 05
527 for the year ended 30 June, 2022 - State Department for Vocational Training and Technical Training
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Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
1.0 Slow Pace of Project Implementation

The Financing Agreement dated 21 February, 2020 indicated that Phase | of the Project
had twelve (12) activities. The activities were meant to construct, equip and upgrade three
(3) Institutions identified as Centres of Excellence through training of trainers on the use
and maintenance of equipment, development, and procurement of teaching, learning and
assessment materials and tools as well as provision of scholarships to disadvantaged
youths. However, the project is at the third activity, an indication that nine (9) activities
had not been implemented as of the time of the audit in October, 2022. Further, the
Project has only fourteen (14) months remaining before the expiry of the three (3) year
period casting doubt on the completion of the project.

In the circumstances, value for money may not be realized in the implementation of the
project due to the slow implementation.

2.0 Irregular Procurement and Payment for Consultancy Services

As previously reported, the State Department requested assistance from the
Development Partner in undertaking the procurement of a consultant on 22 August, 2017.
The consultancy service contract was awarded at a contract sum of Kshs.446,041,869
on 9 September, 2020. However, this was done before the Project financier was
identified.

The following anomalies were also noted: -

i. A Tender Agent based in Germany was engaged on an unidentified date to
undertake the evaluation on behalf of the State Department;

ii. The terms of engagement of the Tender Agent including the contract, procurement
process, appointment, remuneration if any, and the contractual obligations were
not provided for audit review;

Report of the Auditor-General on Promotion of Youth Employment and Vocational Training in Kenya (TVET Phase
1) Project Loan Reference: BMZ No.2016 67 211 & BMZ No.2016 65 298 and Project Grant Reference No.1930 05
527 for the year ended 30 June, 2022 - State Department for Vocational Training and Technical Training
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ii.  The engagement with KfW to assist in the procurement of the consultant was on
22 August, 2017 which was more than two years before the signing of the
Financing Agreement on 21 February, 2020;

iv.  The notification of the award was made on 17 July, 2018 to the successful
consultant based in Germany while the contract was signed on 9 September, 2020
which was more than two years after the notification of the award;

v. The contract was signed between the State Department and a locally incorporated
company that was not part of the bidding consortium and which was not the one
notified of the award; and,

vi.  The payments were made to the local Company that did the invoicing even though
they were not a party to the contract and there was no apparent contractual
obligation.

In the circumstances, the Project Management and the State Department were in breach
of the law on procurement and value for money has not been realised. Further, the
payments made were irregular as the Company was not part of the consortium at bidding
for the service.

3.0 Failure to Open and Maintain a Separate Project Bank Account

The Project Management did not maintain a specific project account as funds received
were credited to the Ministry’s development bank account instead of a separate project
account. It was therefore, not possible to trace the receipts to the cash book and in the
bank statement. This is contrary to Regulation 76(1) of the Public Finance Management
(National Government) Regulations, 2015 which provides for the purpose of
disbursement of project funds, there shall be opened and maintained a project account
for every project at the Central Bank of Kenya unless it is exempted by the Cabinet
Secretary, in writing, into which all funds shall be kept and such an account shall be known
by the name of the project for which it is opened and each project shall maintain only one
bank account.

In the circumstances, the Project Management was in breach of law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>