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KEY AUTHORTW INFORMATION AND MANAGEMENT

a. Background information

The Authority is a statutory body established under the Special Economic Zones Act No.16 of
2015, and is domiciled in Kenya,

b. Prlnclpal activities

The SEZ Authority was established under section 10 of the Special Economic Zones Act,
2015. The Authority is managed by a Board of Directors consisting of a Chair person and
9 other directors. Section 13 of the Special Economic Zones Act, 2015 mandates the
board to provide an enabling environment for the development of al! aspects of economic
zones, regulation & administration of activities within the special economic zones with
due regard to the principles of openness competitiveness and transparency. The
Authority begun running independently its operations from June 2019 prior to this it
operated within the Ministry of Trade Cooperatives and lndustry at NNSF buildings.

c. Key Management

The Authority's management is under the following organs:

d. Fiduclaryllanagement

The key management personnel who held office during the financial Year ended 30h
June 2022 and who had direct fiduciary responsibili$ were:

No. Designation Name

Ag. Chief Executive fficer Dr. MESHACK KIMEU

TechnicalManager Mr. LEWELL NJEHIA

Ag.TechnicalManager Mr. FRANCIS GITAU

Finance & Accounts Officer Mr. PETER KARIUKI

Head of Supply Chain Mr. JOSEPH OKOCHE

management

e. FiduciaryOversightArrangements

The Authority has various fiduciary oversight arrangements comprising of the Board of
Directors, Management committees and other stakeholders.

f. AuthorltyHeadquarters
UAP Old MutualTowers
Upper Hill Road
P.O Box 30418 - 00100
14h Floor
Nairobi. Kenya
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g. Authorfi Contac'ts

Tc le pho ne : +2il(0120 -27 31 53 1 I 24
Email : info@sezauthority.go.ke

h. Authorlty Bankers

Kenya CommercialBank

UPPERHILL PLATINUM

A/C No. 1223099725

KCB TOWERS

Nairobi, Kenya

NationalBank of Kenya

HARAMBEE AVENUE

A/C No 01071231597300

A/C No A2071231597300

l. lndcpcndcntAudltors
Auditor General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

Prlnclpal Legal Adviser
The Attomey General

State Lawffice

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya

ilt
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2. BOARD OF DIREGTORS

Dorothy N. O. Kimeu, MBS, holds a
from the University of Nairobi (UON) and

degree in political Science (Govern
the same University. She holds several

in Finance, Administration, Leadership
Negotiations and I

from the University of
CONN) and Policy Research lnstitute of

several other lnstitutions. She brings to th
Economic Zones Authority (SEZA) a wealth

and knowledge in Public
Administration & Finance, I

rt, Financial negotiations,
Leadership, Policy formulation

nce and Coordination of Cross-cutting
issues, acquired ov6r a period of th

) years as a civil servant who rose through the
an Assista nt Secretary/D istrict Officer to D i rector

across several Govemment
has also served in several Public Boards

Authority for the Campaign Against
Drug Abuse (NACADA), Masinde Muliro Un

Science and Technology (MMUST), Kenya
College (KMTC), African lnstitute of

(AICAD), Kenya National Exami
(KNEC). Ms. Kimeu is a certified Trustee,

in the Board of Maasai Mara University (MMara-U
is the Vice-chair of Langata High School board

(BOM). A member of Kenya
Public Administration and Management

fighting Aids in Kenya (WOFAK) and
nion, St Augustine Madaraka Church, All

dlocese, Anglican Church of Kenya.
ned the Board on 6h October 2021

of

ination

Dorothy N. O. Klmeu, ilBS

tv
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r. Kairo Thuo is both a lawyer and accountant
rofession and is a partner at Viva Africa Consulting.

Strathmore College and the University
bi where he graduated with Bachelor of Law (

and is a Certified Public Accountant -

PA-K) and CPA-T holder. He was
for establishing and running the T

Advisory Group at Deloitte and Touch6
the Director of the unit. Mr. Kairo has

by the Kenya Revenue Authority (KRA)
annual taxpayers' awards for contribution
education and by the lnternational

(lFC) for outstanding tax
bution in the Kenya and Uganda

ro Thuo LLB (Hons), CPA (K, process

ACt his many years of practice, Kairo
extensive experience in all areas of taxati

Kenya, Uganda, Rwanda and Tanzania and has
involved in tax matters involving other countries

His experience involved all areas of taxation
also involved in establishment of specialized

lines in direct and indirect taxation includ
international tax and transfer pricing.

also serves on the Boards of Kenya Power
hting Company Limited and NIC Bank as

ndependent Non-Executive Director. He joined

on 21st October 2016

n. Tiyah Galgalo was is Commissioner at Nati
Commission, Kenya. She is a former legislator,

ionate about mentoring pastoralist girls.

has vast experience in Consultancy work

Disaster Risk Reduction (DRR), Govemance

ln 2009-2011, Hon. Galgalo served as a Commissio
lnterim lndependent Electoral Commission (llEC

Ir

Tiyah Galgalo

I

I

public administrator, an educationist and

and Govemance,

among others. ln addition to that, a

presentative for lsiolo County trom 2013-2017

Tiyah Galgalo holds a Bachelors in Education
University and a Masters in Educati

and Planning from the UniversitY

\1*/ i-
| '\ ' 

j

, Monitoring & Evaluation and

irobi and previously served as the

2004-2009 a member of the

v
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Commission on Gender and Development. 2017-2019
a County Executive Committee member (CECM), in
charge of public service & county administration,
Tourism, Wildlife, Trade Cooperative, lndustrialization
and Enterprise Development.

During the period of 2008-2009 she served as a

Commissioner of Poverty Eradication Commission. ln

addition, she was an Emergency Educational Officet
and Head of Kisumu Field Office (UNICEF: Kenya
County Office) 2008-2009, a Program Officer
(Pastoralist Development Network) 2005-2009, also
served as the Principal lsiolo Girls High School
lrom1992-2004. She is a founder member ol
Foundation for Pastoralists Women (FOPOWA) and
patron of Baliti FM Community Radio (lsiolo). She joined
Lhe Board on 13h May,2022.

Mr. Paul Russo

Mr. Paul Russo is the Managing Director of Kenya
Commercial Bank. He was formerly the Managing
Director National Bank of Kenya (NBK), a subsidiary ol
KCB Group PLC, following his appointment in Octobet
2019. He also serves as the Group Regional Business
Director, KCB Group Plc. He has over 18 years of work
experience spanning executive and key roles including
group HR Director (KCB Group Plc), Receiver Manager
(Chase Bank), Head of HR (Barclays Standard Services

- Barclays Africa), Regional HR Head and HR Change
lead (Barclays Africa), Head of HR (Barclays Tanzania),
Head of Human Capital (PwC), Chief HR officer (K-Rep
Bank), HR Manager (Unga Holdings) and Acting
Compensation and Benefits Manager (Kenya
Breweries). Paul holds an MBA from Strathmore
University Business School and a Bachelor of Business
Management from Moi University. He also holds a

senior executive program for Africa Certificate from
Harvard Business. He joined the Board on 21"t October,
2019.

VI
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Alternate Director

Deputy Commissioner KRA, Customs Revenue

Susan is the designated alternate to the Commissionet
Generalof the Kenya Revenue Authority. She joined the

Board on 1"rMay, 2019.+
Susan Wanjohi

Q

b

r

Mr. Henry Asugah Ongicho is an Advocate of the High

Court of Kenya and the Managing Partner in the firm ol

A. H. Malik and CompanyAdvocates. Mr. HenryAsugah
Ongicho is an Advocate of the High Court of Kenya and

the Managing Partner in the firm of A. H. Malik and
Company Advocates with 25 plus years of practice' He

has represented numerous clients in diverse areas ol
practice. He also is a certified member of the Chartered
lnstitute of Arbitrators (ClArb) which is a global training
and membership organization promoting differenl
techniques of dispute resolution outside of the courts,
Mr. Asugah attended the Nairobi University where he

graduated with second class honourc. Thereafter, he

was admitted into the Kenya School of Law where he

aftained his Diploma in Law. He joined the firm of A.H'
Malik and Company Advocates, Nairobi, where he grerrr

through the ranks and cunently practices as the

Managing Partner. Mr. Asugah is an active member ol

the Law Society of Kenya (LSK), and one of the

lounding members of the Continuing Professional
Development program in the LSK. He currently serves
as a co<hairman of the LSK Committee on Continuing
Professional Development. He joined the Board on 6t
October,2021.

Asugah Onglcho

I

is the designated alternate to the Principa!
the NationalTreasury

r Guyo Boru is an alternate Board member
Secretary -National Treasury and

tng

vll
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Guyo

Mr Boru has wealth of experiences with career spanning
over 16 years both in Corporate and

public sector with a decade of experience in public
finance management.

He started his career in 2006 as graduate trainee al
Barclays Bank (Now Absa) where he

worked and gained significant experience in operation
management with focus on operation

process efficiency, process re-engineering and risk
management for retail business operation

among other roles.

He later joined (2009) Co-operative Bank of Kenya as
Relationship manager with

responsibility of managing and growing corporate Assel
Finance portfolio before he was

tapped for Branch Manager Trainee during talenl
management exercise

Mr Boru served at the Office of the Controller of Budge
t(between (2012-2020) where he

focused on overseeing and in year reporting of Budgel
implementation and exchequer issue

management for county govemment in addition to
ensuring compliances with public finance

principles and varies public finance legislation among
other responsibilities in relation to the

lunction of the ffice of the Controller of Budget.

Mr Boru is cunently Head and Fund Administrator ol
Equalization Fund at the National

freasury and Planning.

He also serves in the Board of Sports, Arts and Social
Development Fund as an alternate

member to Permanent Secretary -National Treasury.

l\4r Boru has attended numerous trainings in public
iinance management, Strategic

governance, leadership, among other numerous
lrainings both locally and internationally.

He has Bachelor of Science (Hons) and MBA-Finance
lrom University of Nairobi, Master of

vlll
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Public Policy and Management from Strathmore
University and CPA finalist.

George Stanley Njoroge is a Research, Monitoring, and

Evaluation Professional, with over 10 years of service in

the Public Sector.

George Stanley Njoroge is a dynamic and versatile
transformation agent, committed to'healing the world
and making it a better place' for cunent and future
generations, through the initiatives he is engaged in. He

cunently works as an Assistant Director, Research
/Personal Assistant to the Principal Secretary, State
Department for lndustrialization (2021 to present) being
seconded from the Kenya National Commission fot
UNESCO, where he is engaged as a Senior Research
fficer. He has also served as a Policy Liaison Officet
in the fffice of the Cabinet Secretary in the Ministry ol

Education (2018-2019) and later on in the Ministry ol
Sports, Culture and Heritage (2019). He has worked as

a Research Assistant at Ernst and Young (2010). He

holds a Bachelor of Arts in African Literature in English
and Communications (Double Major) from the

University of Nairobi (2009); a Masters in Leadership
and Govemance from Kenyatta University (2022). He

has also received training in accounting from
Strathmore University (CPA Part ll); holds a Certificate
in Monitoring and Evaluation from the Kenya lnstitute o1

Management apart from training at the Kenya School o1

Govemment and the Nyerere Center of Peace
Research. Mr. Njoroge is an Associate Fellow of the

Royal Commonwealth Society and has served on the

Editorial Advisory Board of the Commonwealth
Parliamentary Association Journal. He joined the Boaro

on 3d March ,2022.

Stanley Nloroge

Dircctor

Di. Meshack Kimeu is the Acting Chief Executive Officer
who is also the ex officio member of the Board following
his appointment in June 2019. He has a wealth of over
30 years work experience in facilitating investment and
marketing in the country and has held other key roles
inctuding General Manager - Operations - Exporl
Processing Zones Authority and Regional Managet
Coast Export Processing Zones Authority. Dr.

Meshack was Regional Manager EPZA COAST, where
he spearheaded the growth of the EPZ program from 2

in 1998 Zones to 37 Zones in 2016 and employment in

1998 stood at 1,500 and grew to 25,000 in 2016. He alsc
actively engaged Kwale County Council and Samburu
South Group Ranch for Donation of Land to EPZA and

the Community donated 200 acres for development o1

an lndushial Park, he also negotiated Green Channel
tor EPZ imports at KPA for seamless logistics.SEZA

Klmru, PHD

tx
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University of Agriculture

is also a certified Lead Auditor with Kenya Bureau
and a trained lntegrity Assuranos Officer. Dr

is also the Chairman of the Board
Kiatineni Secondary school

County

Kenyatta
Businessofa Masterechnology
Businessofa Bachelorand

a PHD inKimeu

KUAT)
KUAT).

x
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MANAGEMENT TEAM

illeshack Kimeu,

D in Business Administration

cEo

Mathematics (Statistics & Computer Science)

nical Manager

LewellNjehia

. Francis Gltau

in Economics

Technical Manageri

Finance and Accounts Manager

Petcr l(ariukl

Degree in Procurement and Supply Chain Management,

loma in Purchasing and Supplies Management

Head of Supply Chain Management

t

a

rIl Okoche

xt
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4. CHAIRPERSON'S STATEMENT

The Special Economic Zones Authority was establishment under Section 10 of the Special
Economic Zones Act, 2015 was a major player in identification, mapping, classification and
operation of Special Economic Zones in Kenya. The Authority is managed by a Board of
Directors whose functions are to advise the CS on all aspects of designation, approval,
establishment, operation and regulation of special economic zones, implement policies and
programs of Govemment with respect to special economic zones, grant licenses to special
economic zones, approve or undertake the development, operation or maintenance of
appropriate infrastructure for Public special economic zones as and when deemed
necessary, perform all administrative business regulations and services in relation to the
designated special economic zones, establish and enhance inter agency collaboration
among relevant state agencies to ensure compliance with all applicable laws and
recommend suspension / cancellation of !icense's for developers or enterprise in violation of
the Act. Regulate, implement, monitor and supervise all aspects of the special economic
zones programme, regulate the access of non - licensed service providers from the customs
territory as may be required in order to service individual enterprises

The Authority operates within a dynamic environment which will continue to present new
challenges and opportunities. A focused strategic direction is therefore key to enable the
SEZA achieve its mandate and its desired goals under such environment

During the financia! year 2O2O|2O21 SEZA finalized the development of HR instruments
which were approved by SCAC in December 2020. The HR instruments were laterfonararded
to SRC who requested SEZA to undertake Job evaluation in enable review of SEZA
categorization from 6C to 7A.

ln October 2021 SEZA undertook job evaluation as advised by Salary and Renumeration
Commission (SRC). The report was approved by the Board on 14th December 2021.The
reportwas fonryarded to SRC who acknowledged receipt in February 2022. The Authority has
been making follow-up with SRC who requested for additional information in May 2022.The
information has since been submitted.

During the year under review the Board made familiarization visits to Naivasha SEZ, Tatu
city SEZ, Dongo Kundu SEZ, and Kilifi Port SEZ.

The Board approved the recruitment of 49 essential staff but recruitment was not undertaken
due to financial constraints.

il_

Chairperson

Ms. Dorothy N.O.Kimeu, MBS.

xil
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REPORT OF THE CHIEF EXECUTIVE OFFICER

behalf of the management and staff of The Special Economic Zones Authority (SEZA),

am delighted to present the Fourth annual report and an overview of the Authority's
ivities for the Yea r ended 30th June , 2022. The financial performance for the
r under review was mainly impacted by the Government, since the Authority depend
on the Government of Kenya Grants for its operations.

the establishments of the Authority vide the Special Economic Zones Act, 2015, there
been remarkabte achievement in operationalization of the SEZAuthority. !n the financial

2018-2019 the Authority opened an account with Kenya Commercial Bank where its
was channelted on quarterly basis. In the Financial under review, The Authority

ed two Accounts with National Bank of Kenya. One Dollar Account and Kshs Account.

g the Year under review, the Authority received KES. 20,370,000.00 and Ksh

,298,658.00 for operatio ns and Development of Dongo Kundu and Naivasha SEZ
ly from The National Treasury and collected

for the Year 2021l2O22was 55,924,397
revenues of Kshs 33,684,589. The

ring the Year under review the following Private SEZ were Gazetted

Authority intends to develop its financial and Procurement policy manuals in the
ing period.

licensed the following enterprises: -

lnvestment Levels (KSh)sl { Zone Gazetted
4,297,000,000Dopp lnvestments Special Economic Zone

(DrsEz)
200,000,000,00cSleeping Warrior SEZ

7,700,000,00cMount Kipipiri Golf and Resort SEZ
4,000,000,00cKipevu LPG Special Economic Zone
2,000,000,00cEast Africa Free Zone SEZ
3,200,000,00cFocus FTZSEZ

221,197,000,000TO rAL

xilt
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s/N Enterprise Appllcation
Status

Sector lnvestmenl
tevels (USDI

Jobt

ALP BTS ONE SEZ

LTD

License Granted Warehousing service - Management,

sale and leasing out of built-up grade A

warehousing space in Tatu City SEZ

5,381,000 1C

Mahesh & Tirth
Construction
rAtU SEZ LTD

License Granted Trading - Trading construction
materials within Tatu City and offering
construdion services which include

supervision and administration ol
physical construction work in Tatu City

iEZ

1,100,000 15s

Home bridge SEZ

Limited
License Granted Construction and housing

Construction and sale of residential

homes and commercial buildings in

Iatu city SEZ

4t,337,748 25C

Rendeavour
Advisory Kenya

SEZ Limited

License Granted Management and consultancy
Provision of management and advisory

services

1,200,000 15

Biashara

Merchants
Company

License Granted ( Irading - lmportation and distribution
of beer products in Tatu City SEZ

2,000,000 32

Compact Fl|Z

Development Ltd

License Granted Cargo handling - Management of cargo

handling facility for the purposes o{

providing logistics support facilities and

services to licensed SEZ entities

432,844 88

ASR Miraj (SEZ)

Limited
License Granted Warehousing and trading

lmportation, warehousing and

Cistribution in food and beverages,
petro-chemicals and building and

construction materials.

300,00c 81

Grand Dufree
SEZ Limited

License Granted Warehousing and trading
lmportation, warehousing and

Cistribution of wines, spirits, speakers

and mobile phones.

50,00c 16

lmpact North SEZ

(NairobiGate)
License Granted Construction and utility management -

Sale or lease of space and provision ol
utility services to SEZ end users.

46,432,684 ].o,24a

xtv
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of Board members

e term of the Board is outlined under provision of Special Economic Zones Act, 2015
a the amended provisions of PFM Act,2012 section 193(4). Members except ex- officio

bers shatl be appointed by the Cabinet Secretary, and serve for a term of not
than three (3) Yea/s renewable once for a further term of three Years. ln doing so,

appointment is staggered to ensure succession planning.

like to express my special gratitude for the support Ministry of lndustrialization has

to extend to SEZA, the Board of Directors for selfless contribution and guidance,

the Authority's stiaff for working round the clock to deliver on the Mandate of SEZA. The
year was successful.

l{b
--.- -.r{-,

Meshack Klmeu

Chlef Executlve Offlcer

2,000,000 2AManufacturing - Assembly, storage and

distribution of imported water

purification devices.

cense Granted

Limited

Solution

tol,,2u,276 10907!v At

xv
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6. CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process, systems and structure used to direct and manage the
affairs of the Board of Directors and the SEZ Authority as a whole.

The Board of Directors is a supreme body responsible for policy formulation, direction and
charting out the way fonrvard for effective management of the Authority. The Board of
Directors attach great importance to the need to conduct the operations of the Authority with
integrity, professionalism and in accordance with generally accepted intemational corporate
standards.

The Board is responsible for the management of affairs of the Authority including:

1. Advice the Cabinet Secretary in matters of SEZA funding and related policy issues,

2. Approve budget and Monitor expenditure,

3. Monitor and implement various Government policies and

4. Ensure prudent use of public funds.

The Board has set up four key Board committees to help in the implementation of its policy
guidelines and strategic plan as follows

1. Audit Committee.

2. TechnicalCommittee.

3. Finance and General purpose.

4. Human Resources Committee.

These Committees meet quarterly or when there is need and are chaired by selected
Chairmen who are Board Members. The Committees report their findings to the Board for
further deliberations.

The Board meets regularly in compliance with provisions of Mwongozo. During the period
under Audit, SEZA held 11 meetings in accordance with the Board calendar

xvt



Economlc Zo n c s Authorlty
Repoft and Financial Stotements

the yeor endcd lune 34 2O22

MANAGEMENT DISCUSSION AND ANALYSIS

Phn, AnnualWork Plan and Budget

Ag. Head of the Authority prepa res he strategic plan, annualwork plans and budget
consultatbn with Finance and General-Purpose Committee of the Board, for consideration

a d approval by the Board. SEZA through the Board submits its budget to the National
for cons ideration in the National Budget. Quarterly financial statements are

mitted to the Directorate of Accounting Services and Quality Assurance in the National
The annual work plan is prepared from the strategic plan in order to address the

ic objectives identified.

nclal Sustalnablllty

allocations during the Year under review were insufficient to allow the Authority
to its core activities which include recruitment for substiantive members of staff.

further reductions in the allocation would mean the Authoritywould need to curtail its

activities. The SEZ Authority is conscious of expenditure control and complied with
budgetary allocation.

Responsibility

Authority did not engage in any social responsibility projects in the Year

compliance with statutory requirements

Authority has complied with its establishing Act, that is, the SEZA Act, 2015. It has
complied with other legal requirements such as submission of statutcry deductions to
and its intemal policies and procedures. There were no instances of noncompliance

would lead b financial loss.

xvll
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8. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year
ended June 30, 2022, which show the state of the SEZA affairs.

1. Principalactivities
The principal activities of the entity are to implement policies and programs of Government
with respect to specialeconomic zones, grant licenses to special economic zones, approve
or undertake the development, operation or maintenance of appropriate infrastructure for
Public special economic zones as and when deemed necessary, perform all administrative
business regulations and services in relation to the designated special economic zones,
establish and enhance inter agency collaboration among relevant state agencies to ensure
compliance with all applicable laws and recommend suspension / cancellation of license's
for developers in violation of the Act. Regulate, implement, monitor and supervise all aspects
of the special economic zones programme, regulate the access of non - licensed service
providers from the customs tenitory as may be required in order to service individua!
enterprises

2. Results
The results of the entity for the year ended June 30, 2022, are set out on page 2 to 32

3. Dlrectors
The members of the Board of Directors who served during the year are shown on page iv,

v, vi, vii, viii, ix and x. During the year 2021 the of the term of the Board Chair expired with
effect from 18th April 2021 and her term was not extended. A new Chair was however
appointed on 6th October, 2021.

4. Surplus remission
ln accordance with Regulation 219 (2) of the Public Financia! Management (National
Government) Regulations, regulatory entities shall remit into Consolidated Fund, ninety per
centum of its surplus funds reported in the audited financial statements after the end of each
financial year. The entity did not make any surplus during the year (FY 2022 Ksh Nil) and
hence no remittance to the Consolidated Fund.

5. Audltors
The Auditor Genera! is responsible for the statutory audit of the entity in accordance with
Article 229 ot the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board.

Dr. Meshack Klmeu

Ag. Chief Executive Officer
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STATEMENT OF DIREGTORS RESPONSIBILMES

81 of the Public Finance Management Act, 2012 and The Authority is a statutory
established under the Special Economic Zones Act No.16 of 2015, and is domiciled

Kenya
Directors prepa re financial statements in respect of Special Economic Zones Authority,

ch give a true and fair view of the state of affairs of the Special Economic Zones Authority
the end of the financial yea r/period and the operating results of the entity for that

The Directors are also required to ensure that the Special Economic Zones
ority keeps proper accounting records which disclose with reasonable accuracy the

alposition of the entity. The Directors are also responsible for safeguarding the assets
the Specia! Economic Zones Authority

Directors are responsible for the preparation and presentation of the Special Economic
Authority financial statements, which give a true and fair view of the state of affairs of

Specia! Economic Zones Authority for and as at the end of the financial year (period)

e on June 30, 2022. This responsibility includes: (i)Maintaining adequate flnancial
arangements and ensuring that these continue to be effective throughout the

period ; (ii)Maintaining proper accounting records, which disclose with reasonable
cy at any time the financial position of the entity; (iii)Designing, implementing and

ntaining intemalcontrols relevant to the preparation and fair presentation of the financial

, and ensuring that they are free from material misstatements, whether due to
or fraud; (iv)Safeguarding the assets of the Special Economic Zones Authority

ng and applying appropriate accounting policies; and (vi)Making accounting
that are reasonable in the circumstances.

Directors accept responsibility for the Special Economic Zones Authority financial

, which have been prepared using appropriate accounting policies supported by
and prudent judgements and estimates, in conformity with lntemational Public

Accounting Standards (l PSAS), and in the manner required bythe PFM Act, 2012and
State Corporations Act The Authority is a statutory body established under the Special

omic Zones Act No.16 of 2015, and is domiciled in Kenya. The Directors are of the
opi that the Specia! Economic Zones Authority financial statements give a true and fair

the state of entity's transactions during the financial year ended June 30, 2022, andof
of Special Economic Zones Authority financial position as at that date

Directors further confirms the completeness of the accounting records maintained for the

, which have been relied upon in the preparation of the Special Economic Zones
financial statements as well as the adequacy of the systems of internal financial

has come to the attention of the Directors to indicate that the Specia! Economic Zones
will not remain a going concem for at least the next twelve months from the date of

this

ng
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Approval of thc fl nanclal stttemcnts

The Special Economic Zones Authority financial statements were approved by the Board on

2910912022 and spned on its behalf by:

,-]
'1

Hr. Dorothy N. O. Klmou, trlBS

Ghelrponon of thr Board

Dr. toshrck Klmcu

Accountlng Offfcrr
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RT OF THE AUDITOR.GENERAL ON SPECIAL ECONOMIC ZONES
ORITY FOR THE YEAR ENDED 30 JUNE, 2022

fairly presented in accordance with the applicable financial reporting framework,
unting standards and the relevant laws and regulations that have a direct effect

the financial statements.

B port on Lawfulness and Effectiveness in Use of Public Resources which considers
pliance with applicable laws, regulations, policies, gazette notices, circulars,

idelines and manuals and whether public resources are applied in a prudent,
nt, economic, transparent and accountable manner to ensure Government

ieves value for money and that such funds are applied for intended purpose

c port on Effectiveness of lnternal Controls, Risk Management and Governance
h considers how the entity has instituted checks and balances to guide internal

rations. This responds to the effectiveness of the governance structure, the risk
agement environment and the internal controls, developed and implemented by

charged with governance for orderly, efficient and effective operations of the

opinion does not necessarily mean that an entity has complied with all
laws and regulations, and that its internal controls, risk management and

nce systems are properly designed and were working effectively in the financial

uAn
re

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

on the financial statements that considers whether the financial statements

er revrew

parts of the report are aimed at addressing the statutory roles and
res sibilities of the Auditor-General as provided by Article 229 of the Constitution, the

Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts ofPubl
the rt, when read together constitute the report of the Auditor-General

RE ON THE FINANCIAL STATEMENTS

Qual Opinion

audited the accompanying financial statements of Special Economic Zones
Auth set out on pages 2 to 24, which comprise of the statement of financial position

Report the Auditor-General on Special Economic Zones Authorityfor theyear ended 30 June, 2022
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as at 30 June, 2022, and statement of financial performance, statement of changes in net
assets, 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 PublicAuditAct,20l5. lhave obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all materia!
respects, the financial position of the Special Economic Zones Authority as at 30 June,
2022 and of its financial performance and its cash flows for the year then ended, in

accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the Special Economic Zones
Authority Act, 2015.

Basis for Qualified Opinion

1. lnaccuracy in Property, Plant and Equipment

As previously reported, the statement of financial position reflects a Nil balance against
property, plant and equipment. However, an examination of the Authority's asset register
revealed that the Authority owns ICT/Computer Equipment worth Kshs.935,000 and
Office furniture and equipment of undetermined value which have not been disclosed in

the financial statements.

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

2. Uncleared ltems in Cash and Gash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.203,428,726 as at 30 June, 2022 which as reflected in bank reconciliation
statements included an amount of Kshs.90,480,228 being payments in the Cashbooks
not in the Bank Statements However, audit verification carried in the month of
January, 2023 revealed that out of this balance, an amount of Kshs.S4,136,934 was still
uncleared and had been outstanding for more than six (6) months.

No explanation has been provided on why the long outstanding amount of
Kshs.S4,136,934 remained uncleared and why the same has not been reversed in the
Cashbooks.

Under the circumstances, the accuracy of cash and cash equivalents balance of
Kshs.203,428,726 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Special Economic Zones Authority
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe

Report of the Auditor-General on Special Economic Zones Authorityfor the year ended 30 June, 2022
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the audit evidence I have obtained is sufficient and appropriate to provide a basis for
qualified opinion

Audit Mafters

audit matters are those matters that, in my professional judgment, are of most
ificance in the audit of the financial statements. There were no key audit matters to

in the year under review.

RT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
URCES

clusion

As required by Article 229(6) of the Constitution, based on the audit procedures
pe ed, except for the matters described in the Basis for Conclusion on Effective in

of Public Resources section of my report, I confirm that, nothing else has come to
my ion to cause me to believe that public resources have not been applied lavufully

in an effective way

for Conclusion

1 ontract for Proposed Administration Block and Boundary Wall at Naivasha
dustrial Park

of the Authority's records revealed that the Authority entered into a Contract with
a ny for the construction of administration block and perimeter wall at Naivasha
lnd Park at a contract sum of Kshs.443,526,087 on 30 October, 2020. However,

ination of the contract records revealed the following unsatisfactory observations;

1.1 Payment for Undelivered Project Vehicles

prel tn
pick

WO

1.2

Rev

of procurement records revealed that the contract agreement under specific
aries included supply of two project vehicles; a land cruiser and a double cab
truck at the cost of Kshs.6,800,000 and Kshs.6,000,000 respectively. However,

aud inspection revealed that the contactor had not delivered the Toyota land cruiser
Kshs.6,800,000 despite receiving full payment.

!n
do

n, it was observed that the contractor irregularly substituted the purchase of a
cab pick-up truck with a Toyota Hiace van which was acquired at a cost of

5,200,000 against a payment of Kshs.6,000,000. This resulted into an overpayment
of 800,000 to the contractor. Further, this resulted into loss of public funds..

lay in Project Completion

of records provided revealed that the notification of award for this contract was

was
the

iss on 28 July, 2020 and acceptance letter received on 30 August, 2020. The contract
n entered into on 30 October,2020. However, actual commencement date for
ct was 20 May, 2021 which was approximately seven (7) months after the

co date. No explanation, has been provided forthe delay in project commencement

the Auditor-General on Special Economic Zones Authorityfor the year ended 30 June, 2022
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Further, a progress report dated 14 October,2022, revealed that, the project was to take
a period of 52 weeks and completion date was to be 19 May, 2022. This was however,
revised to 78 weeks with a revised completion date of 18 November,2022. However, the
contract period has elapsed and only 45% of the project works had been completed.

No explanation has been provided by lt/anagement for the delays in project completion
and the measures being put in place to ensure completion within the revised timelines. !n
addition, the necessary clauses have not been evoked to address these contractual
omissions.

ln the circumstance, failure to complete the project in time has affected the planned
programs of the Authority thereby impacting negatively on service delivery to the public.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Lack of lnternal Audit Function

The Authority did not have an lnternal Audit Function to review and appraise its existing
internal controls with a view of enhancing the Authority's operational efficiency,
governance and compliance as provided under Section 73(4) and (5) of Public Finance
Management Act, 2012. As a result, the Authority's internal control environment is weak
and the situation may hamper efficient and effective execution of the Authority's activities.

2. Lack of Risk Management Policy

The Authority does not have a risk management policy contrary to Regulation 165 of
Public Financial Management (National Government) Regulations, 2015. Failure to
develop a risk policy resulted to lack of a framework to manage risk and hence it was not
possible for the Authority to identify, assess and control risks.

Report ofthe Auditor-General on Special Economic Zones Authorityfor the year ended 30 June, 2022
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3. Lack of an ICT Policy

Authority has not prepared an lCT policy as a commitment to embrace digital
nology. In the circumstance, the absence of ICT policy,the confidentiality and integrity

Authority's data is at risk

audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
ire that I plan and perform the audit to obtain assurance about whether effective

and systems of internal control, risk management and overall governance were
rating effectively, in all material respects. ! believe that the audit evidence I have
ned is sufficient and appropriate to provide a basis for my conclusion

ponsibilities of Management and the Board of Directors

Ma agement is responsible for the preparation and fair presentation of these financial
nts in accordance with lnternational Public SectorAccounting Standards (Accrual

Ba s) and for maintaining effective internal controls as Management determines is

ry to enable the preparation of financial statements that are free from material
mt ent, whether due to fraud or error and for its assessment of the effectiveness
of rnal control, risk management and overall governance.

ln

Aud

The

r-General's Responsibilities for the Audit

udit objectives are to obtain reasonable assurance about whether the financial
ents as a whole are free from material misstatement, whether due to fraud or error,
issue an auditor's report that includes my opinion in accordance with the provisions

the Auditor-General on Special Economic Zones Authority for the yeqr ended 30 June, 2022
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ring the financial statements, lvlanagement is responsible for assessing the
s ability to sustain its services, disclosing, as applicable, matters related to

S inability of its services and using the applicable basis of accounting unless
Ma nt is aware of the intention to terminate the Authority or to cease operations

Ma nt is also responsible for the submission of the financial statements to the
-General in accordance with the provisions of Section 47 of the Public Audit Act,

201

ln dition to the responsibility for the preparation and presentation of the financial
ents described above, Management is also responsible for ensuring that the
es, financial transactions and information reflected in the financial statements are

ln pliance with the authorities which govern them, and that public resources are
in an effective way.

The of Directors is responsible for overseeing the Authority's financial reporting
ss, reviewing the effectiveness of how Management monitors compliance with

legislative and regulatory requirements, ensuring that effective processes and
s are in place to address key roles and responsibilities in relation to governance

and
en

management, and ensuring the adequacy and effectiveness of the control
ent.

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

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

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAIs. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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 risk, 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.

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

Report of the Auditor-General on Special Economic Zones Aulhority for the year ended 30 June, 202 2
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Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Authority's
ability to continue to sustain its services. lf I conclude that a material uncertainty

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

inion. My conclusions are based on the audit evidence obtained up to the date of
audit report. However, future events or conditions may cause the Authority to

to sustain its services

a valuate the overall presentation, structure and content of the financial statements,
uding the disclosure and whether the financial statements represent the underlying

actions and events in a manner that achieves fair presentation

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

rform such other procedures as I consider necessary in the circumstances

municate with the Management regarding, among other matters, the planned scope
timing of the audit and significant audit findings, including any significant deficiencies

a

controls that are identified during the audit.

provide Management with a statement that I have complied with relevant ethical
ents regarding independence and to communicate with them all relationships

and other matters that may reasonably be thought to bear on my independence, and
wh applicable, related safeguards.

CP
AU

CBS
NERAL

Nai

01 ruary, 2023

the Auditor-General on Special Economic Zones Authority for the year ended 30 June, 2022

7

v

Report



lnue from non{xchange trensactions
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Rev lnue from exchange transactions

NAfi ned income l5 0 53,694,878
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11. STATEMENT OF FINANCIAI PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2022

notes set out on pages 7 to 24 form an integral part ofthese Financial Statements. The Financial
nts set out on pages 2 to 5 were signed on behalf of the Board of Directors by:

Officer Head of Finance
ame: Dr, Meshack Kimeu PHD Name PeterKariuki

iru,
Chairperson of the Board
Name: MS. Dorothy N.O. Kimeu, MBS
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13. STATEI{E]IIT oF CHANGES lil NET ASSETS FOR THE YEAR ENDED 30 JUNE 2022

At July 1,2021

31,694,043
Balance (deficit) as at 1 July

31,694,043

(5,976,731)(5,976,7311
Surplus/(deficit) for the period

466,298,658Ca pita!/development grants
received during the year

466,298,658

87,81 I ,t 37
87,811,187Iransfer from deferred income to

capital fund

554,109,795 579,E27,107Bdanco ar at Juno 30,2022 25,717,312
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STATEMENT OF CASH FTOWS FOR THE YEAR ENDED 30 .IUNE 2022

I Statements set out on pages 2 to 6 were signed on behalf of the Board of Directors by:

W-* ,_, I
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Officer Head of Finance

Dr, Meshack Kimeu PHD Name PeterKariuki
ICPAK 7730 
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15. STATEMENT OF COTIPARISON OF BUDGET ANO ACTUAL AMOUNTS AS AT 3OTH

JUNE,2022

Notes to the Statement of Comparlson of Budget and Actual Amount

Revenue

Government Grants and Subsidies: During the period under review, the Authority received
Development Grants Ksh 466,298,658 was received.

Other lncome: The Authority Collected more revenue from License fees and land leases from
Special Economic Zones enterprises during the year.

1

1

2

6

Shs ShsShs ths Shs Shs

Rcvenue

20,370,000 (
anc

Government
grants

subsidies 20,370,(X)0 20,37O,O40

33,684,589 1,184,58S 4%

Cther lncome
5,000,000 30,000,000 35,ooo,ooo

54,054,589 1,315,411 41
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25,370,firO 3o,(xro,(xlo 55,370,000

Erpenscs

4,LO6,92i 7%.s5,9?.4,397 50,03132(Payments 25,370,04

55,924,397 60,03132{ 4,706,92i 7r1fotal expendlture 25,17O,XX

13,975,731"

th(
Surplus/

lDeficitlfor
pcriod 0

369,662,131 19,249,238 5%
Capltal
Erpendlture !ro,(xro,flto 173,541,369 388,911,369
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Economic Zones Authorlty
Report ond Finonciol Stotements

the yeor ended lune 30, 2022

NOTES TO THE FINANCIAL STATEMENTS

ral lnformation

al Economic Zones authority is established by and derives its authority and accountability from
al Economic Zones Act, 2015. The entity is wholly owned by the Government of Kenya and is

iciled in Kenya. The entity's principal activity is to provide for the establishment of Special
Zones in Kenya.

flnancia

of Gompliance and Basis of Preparation

statements have been prepared on a historica cost basis except for the measurement
re-val ued amounts of certain items of equipm nt, marketable securities andproperty plant and e

cial instruments at fair value, impaired assets at their estimated recoverable amounts and
determined liabilities at their present value. The preparation of financial statements in

with lnternational Public Sector Accounting Standards (IPSAS) allows the use of
and assumptions. lt also requires management to exercise judgement in the process of

the entity's accounting policies The areas nvolvi ng a hig her eg ree of udgement ord

lexity or where assumptions estimates are stgnificant the financial statements, areand to
in Note 5 of these financial statements.

financial statements have been prepared and presented in Kenya Shillings, which is the
I and reporting currency of lhe entity

financial statements have been prepared accordance with the PFI\l| Act, the Stateln
Act and lnternational Publ tc Sector Accounting Standards rPSAS). The accounting

adopted have been consistently applied to allthe years presented.
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NOTES TO THE FINANCIAL STATETENTS (Gontlnued)

Adoptlon of New and Revlsed Standards

t) Ncw and omcndcd standords ond lnterpretutlons ln lssue clracf;lw ln thc ycar endcd lN tunc

2022.

Appllceblc:1 January 2021:

3.

Other
lmprovements to
IPSAS

Amendments to IPSAS 13, to include the appropriate references to IPSAS on impairment, in

place of the current references to other international and/or national accounting

frameworks.

IPSAS 13, Leases and IPSAS 77,Proper\y, Plant, and Equipment.

Amendments to remove transitional provisions which should have been deleted when IPSAS

33, First Time Adoption of Accrual Basis lnternational Public Sector Accounting Standards

(lPSASs)was approved.

IpSAS 21, lmpairment of Non-Cash-Generating Assets and IPSAS 26, lmpairment of Cash

Generating Assets.

Amendments to ensure consistenry of impairment guidance to account for revalued assets in

the scope of IPSAS 17, Property, Plan! and Equipment and IPSAS 31, lntangible Assets.

IPSAS 33, First-time Adoption of Accrual Basis lnternational Public Sector Accounting

Standards (lPSASs).

Amendments to the implementation guidance on deemed cost in IPSAS 33 to make it

consistent with the core principles in the Standard.

8



Economlc Zones AuthoriU
Report and Financiol Statements

the year ended lune 3O 2022

TO THE FINANCIAL STATEMENTS (Gontinued)

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

App!lcable: January 2023

The objective of IPSAS 41 is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to
users of financial statements for their assessment of the amounts, timing and

uncertainty of an entity's future cash flows.

IPSAS 41 provides users of financial statements with more useful information

than IPSAS 29,by:

. Applying a single classification and measurement model for financial

assets that considers the characteristics of the asset's cash flows and

the objective for which the asset is held;

. Applying a single fonrvard-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing; and

. Applying an improved hedge accounting model that broadens the
hedging airangements in scope of the guidance. The model develops a

strong link between an entity's risk management strategies and the

accounting treatmentfor instruments held as part of the risk management

strategy.

42: Social Applicable: 1't January 2023

The objective of this Standard is to improve the relevance, faithful
representativeness and comparabitity of the information that a reporting entity
provides in its financial statements about social benefits. The information
provided should help users of the financial statements and general-purpose

fi nancial reports assess:

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

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

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

9
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Amendments to OtherAppllcable: 1st January 2023:
IPSAS resulting from
I'SAS 41, Financia; Amendments to IPSAS 5, to update the guidance related to the components of

lnstruments borrowing costs which were inadvertently omifted when IPSAS 41 was issued.

Amendments to IPSAS 30, regarding illustrative examples on hedging and
credit risk which were inadvertently omitted when IPSAS 41 was issued.

Amendments to IPSAS 30, to update the guidance for accounting forfinancial
guarantee contracts which were inadvertently omitted when IPSAS 41 was
issued.

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

lll) Early adoptlon of standards
The entity did not early - adopt any new or amended standards in year 202012021.

Summary of Signlficant Accountlng Policles

a) Revenue recognltlon

i) Revenue from Government entitles

Fees and flnes

The entity 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

rise to a liability to repay the amount, defened income is recognized instead of revenue. Other non-
exchange revenues are recognized when it is probable that the future economic benefits or service
potential associated with the asset will flow to the entity and the fair value of the asset can be
measured reliably.

Transrors from other oovernment entltles

Revenues from other govemment entities is basically the conditionalgrants transfer from the State
Department for lndustrialization.

Rental Income

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

b) Budget informatlon

The original budget for FY 2021-2022 was approved by the Board of Directors on 3010912021

Subsequent revisions or additional appropriations were made to the approved budget in accordance
with specific approvals from the appropriate authorities. The additional appropriations are added to
the original budget by the entity upon receiving the respective approvals in order to conclude the
final budget.

10
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Report ond Finonciol Statements

the year ended tune 30, 2O22

entity's budget is prepared on a different basis to the actual income and expenditure disclosed
the financial statements. The financial statements are prepared on accrual basis using a

n based on the nature of expenses in the statement of financial performance, whereas
budget is prepared on a cash basis. The amounts in the financial statements were recast from
accrual basis to the cash basis and reclassified by presentation to be on the same basis as the

budget. A comparison of budget and actual amounts, prepared on a comparable basis to
approved budget, is then presented in the statement of comparison of budget and actual

nts.

to the Basis difference, adjustments to amounts in the financia! statements are also made
differences in the formats and classifi cation schemes adopted for the presentation of the financial

and the approved budget.

A nt to reconcile the actual amounts on a comparable basis included in the statement of
of budget and actual amounts and the actuals as per the statement of financial
has been presented under No. 11, page 2 of these financial statements.

Tares

income tax assets and liabilities for the cunent period are measured at the amount expected
to recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute

amount are those that are enacted or substantively enacted, at the reporting date in the area
the Entity operates and generates taxable income. Current income tax relating to items

ized directly in net assets is recognized in net assets and not in the statement of financial
Management periodically evaluates positions taken in the tax returns with respect to

in which applicable tax regulations are subject to interpretation and establishes provisions

appropriate.

n
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Speclol Economlc Zones Authorlty
Annual Report and Finonciot Statements
Forthe year ended tune !N, 2022

NOTES TO THE FINANCIAL STATEMENTS (Gontinued)

Summary of Significant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes at the reporting
date. Defened tax liabilities are recognized for alltaxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities, associates and
interests in joint ventures, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized tor all deductible temporary differences, the carry fonruard of
unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent that
it is probable that taxable profit will be available against which the deductible temporary differences,
and the carry fonruard 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 ventures, deferred tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilized. The carrying amount of deferred
tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the defened 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 future taxable profits will allow the defened tax asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.

Defened tax relating to items recognized outside surplus or deficit is recognized outside surplus or
deficit. Defened tax items are recognized in conelation to the underlying transaction in net assets.
Defened tax assets and defened tax liabilities are offset if a legally enforceable right exists to set off
cunent tax assets against current income tax liabilities and the defened taxes relate to the same
taxable entity and the same taxation authority.

d) lnvestment propefi

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

lnvestment property acquired through a non-exchange transaction is measured at its fair value at
the date of acquisition. Subsequent to initial recognition, investment properties are measured using
the cost model and are depreciated over a 30-year period.

lnvestment properties are derecognized either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit or service
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the year ended lune 34 2022

ntial is expected from its disposal. The difference between the net disposal proceeds and the
amount of the asset is recognized in the surplus or deficit in the period of de-recognition

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

Property, plant and equipment

property plant uipment are stated cost less accum u lated depreciation impairmentand eq at and
Cost includes expenditure directly butable to the acquisition of the itemS. whenthat ts attri

parts of property, plant and equipment required to be replaced at intervals the entityafe
nizes such parts AS individ ual assets with specific useful lives and depreciates them

nspection IS performed, its cost is recogn ized n the carryingngly Likewise when a maJor
nt of the plant and equipment as a replaceme nt if the recognitio n criteria are satisfied. Ail other
and maintenance ate reGog nized tn surplus or deficit AS incurred Where n asset tscosts

tn a non-exchange transaction for n or nominal consid eration the asset ts tn itially
at its fair value.

Leases

of

Fi

future

leases are leases that transfer substantially all of the risks and benefits incidental to

ln tm um lease payments.

ip of the leased item to the Entity Assets held unde a finance lease are capitalized at the
mencement of the lease at the tair value of the leased property if lower at the present valueor

m The Entity recog the associaled lease liabi lity atalso n lzes
inception of the lease. The lability recog nized IS measured AS the present value of the future
mum lease payments at initialrecognition

to nitial recog n ition, lease payments are apportioned between finance charges and
of the lease liabili$ so as to achieve a constant rate of interest on the remain ing balance

of liabil itv F tnance charges re recognized finance costs tn urplu or deficit. An asset heldas
a finance lease is depreciated over the useful life of the asset. However if there ts no

le certai ip asset by the end of the lease termnty that the Entity wl il obtain ownersh of the
asset IS depreciated the shorter the estimated useful life of the asset and the lease term.over of

g leases are leases that do not transfer substantially the risks and benefits incidenta toall
to E Operati ng lease payments are recognized operatingof the leased item the ntity AS an

in surplus or deficit on a straight-line basis over the lease term.

13



Speclal Economlc Zones Authorlty
Annual Report ond Financiol Statements
For the year ended lune !N, 2022

NOTES TO THE FINANCIAL STATEiTENTS (Gontinued)

Summary of Significant Accounting Policles (Continued)

g) lntangible assets

lntangible assets acquired separately are initially recognized at cost. The cost of intangible assets
acquiied in a non-exchange transaction is their fair value at the date of the exchange. Following

initial recognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairment losses. lntemally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in surplus or deficit in the period

in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

h) Research and development costs

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

1. The technicalfeasibility of completing the asset so that the asset will be available for use or sale

2. lts intention to complete and its ability to use or sell the asset

3. How the asset will generate future economic benefits or service potential

4. The availability of resources to complete the asset

5. The ability to measure reliably the expenditure during development.

Fottowing initial recognition of an asset, the asset is canied at cost less any accumulated
amortizaiion and accumulated impairment losses. Amortization of the asset begins when

development is complete and the asset is available for use. lt is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment

annuatly with any impairment losses recognized immediately in surplus or deficit.

L4
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TO THE FINANCIAL STATEMENTS (Contlnued)

of Slgnlflcant Accounting Pollcies (Gontinued)

r) Flnanclal Instruments

Flnanclal assets

assets within the scope of IPSAS 29 Financial lnstruments: Recognition and Measurement
classified as financial assets at fair value through surplus or deficit, loans and receivables, held-

investments or available-for-sale financial assets, as appropriate. The Entity determines
classification of its financial assets at initial recognition.

Entity assesses at each reporting date whether there is objective evidence that a financial asset
or
to

entity
impaired if, and only

of financial assets is impaired. A financial asset or a entity of financial assets is deemed
if, there is objective evidence of impairment as a result of one or more

that has occurred after the initial recognition of the asset (an incuned 'loss event') and that
event has an impact on the estimated future cash flows of the financial asset or the entity of

assets that can be reliably estimated. Evidence of impairment may include the following

debtors or an entity of debtors are experiencing significant financial difficulty.

It or delinquency in interest or principal payments

probability that debtors will enter bankruptcy or other financial reorganization.

data indicates a measurable decrease in estimated future cash flows (e.9., changes
tn or economic conditions that conelate with defaults)

Flnanclal liabllitles

F liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value
surplus or deflcit or loans and bonowings, as appropriate. The Entity determines the

of its financial liabilities at initial recognition., All financial liabilities are recognized
at fair vatue and, in the case of loans and bonowings, plus directly attributable transaction
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NOTES TO THE FINANGIAL STATEMENTS (Continued)

Summary of Significant Accounting Pollcles (Gontlnued)

J) lnventories

tnventory 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 vilue at the date of acquisition. Costs incurred in bringing each product to its present location
and conditions are accounted for, as follows:

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

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

After initial recognition, inventory is measured at the lower of cost and net realizable value. However,

to the extent that a class of inventory is distributed or deployed at no charge or for a nominal charge,
that class of inventory is measured at the lower of cost and cunent replacement cost.

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

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

k) Gontingent liabllitles

The Entity does not recognize a contingent liability but discloses details of any contingencies in the
notes to the financial statements, unless the possibility of an outflow of resources embodying
economic benefits or service potentia! is remote.

l) Contlngent assets

The Entity does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence of one or more uncertain future events
not wholty within the control of the Entity in the notes to the financial statements. Contingent assets
are asseised continually to ensure that developments are appropriately reflected in the financial

statements. lf it has become virtually certain that an inflow of economic beneflts or service potential

will arise and the asset's value can be measured reliably, the asset and the related revenue are

recognized in the financial statements of the period in which the change occurs.

m)Nature and purpose of reseles

The Entity creates and maintains reseryes in terms of specific requirements.

n) Changes ln accountlng pollcies and estimates

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

16
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TO THE FINANCIAL STATEiTENTS (Contlnued)

of Slgnlflcant Accountlng Pollcles (Contlnued)

Employee beneflts

Entity provides retirement benefits for its employees and directors. Defined contribution plans
poshemployment benefit plans under which an entity pays fixed contributions into a separate

(a fund), and will have no legal or constructive obligation to pay further contributions if the fund
not hold sufficient assets to pay all employee benefits relating to employee seMce in the

and prior periods. The contributions to fund obligations forthe payment of retirement benefits
a charged against income in the year in which they become payable.

benefit plans are post-employment benefit plans other than defined-contribution plans. The
benefit funds are actuarially valued tri-annually on the projected unit credit method basis.
identified are re@vered through lump sum payments or increased future contributions on

basis to all participating employers. The contributions and lump sum payments reduce
post-employment beneflt obligation.

p) Forclgn curancy tranractlons

in foreign cunencies are initially accounted for at the ruling rate of exchange on the
nsaction. Trade creditors or debtors denominated in foreign currency are reported at

statement of financial position reporting date by applying the exchange rate on that date.
differences arising from the settlement of creditors, or from the reporting of creditors at

different from those at which they were initially recorded during the period, are recognized as
or expenses in the period in which they arise.

q) costs

costs are capitalized against qualifying assets as part of property, plant and equipment.
S bonowing costs are capitalized over the period during wlrich the asset is being acquired or

and bonowings have been incuned. Capitalization ceases when construction of the
is complete. Further bonowing costs are charged to the statement of financial performance

of the tra
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NOTES TO THE FINANCIAL STATEMENTS (Gontinued)

Summary of Slgnlficant Accountlng Policies (Continued)

4 Related parties

The Entity regards a related party as a person or an entity with the ability to exert control individually
or jointly, or to exercise significant influence over the Entity, or vice versa. Members of key
management are regarded as related parties and comprise the directors, the CEO and senior
managers.

s) Service concesslon arrangements

The Entity analyses all aspects of service concession arangements that it enters into in determining
the appropriate accounting treatment and disclosure requirements. ln particular, where a private
party contributes an asset to the arrangement, the Entity recognizes that asset when, and only when,
it controls or regulates the services the operator must provide together with the asset, to whom it
must provide them, and at what price.

ln the case of assets other than 'whole-of-life' assets, it controls, through ownership, beneficial
entitlement or otherwise - any significant residual interest in the asset at the end of the anangement.
Any assets so recognized are measured at their fair value. To the extent that an asset has been
recognized, the Entity also recognizes a corresponding liability, adjusted by a cash consideration
paid or received.

t) Gash and cash equlvalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank
account batances include amounts held at the Central Bank of Kenya and at various commercial
banks at the end of the financial year. For the purposes of these financial statements, cash and cash
equivalents atso include short term cash imprests and advances to authorised public officers and/or
institutions which were not surrendered or accounted for at the end of the financial year.

u) Gomparative figures

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

v) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 2021.
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TO THE FINANCIAL STATEMENTS (Continued)

5. Signlflcant Judgments and Sources of Estlmation Uncertainty

preparation of the Entity's financial statements in conformity with IPSAS requires management
make judgments, estimates and assumptions that affect the reported amounts of revenues,

assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting
However, uncertainty about these assumptions and estimates could result in outcomes that
a material adjustment to the carrying amount of the asset or liability affected in future periods.

all judgements, estimates and assumptions made.

and assumptlons

key assumptions conceming the future and other key sources of estimation uncertainty at the
date, that have a significant risk of causing a material adjustment to the carrying amounts

assets and liabilities within the next financial year, are described below. The Entity based its
mptions and estimates on parameters available when the consolidated financial statements
prepared. However, existing circumstances and assumptions about future developments may

due to market changes or circumstances arising beyond the control of the Entity. Such
are reflected in the assumptions when they occur. IPSAS 1.140

I llves end residual values

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

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

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

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

4. Availability of funding to replace the asset.

5. Changes in the market in relation to the asset

Provlslons

Provisions were raised and management determined an estimate based on the information
available.

Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the effect is material.
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NOTES TO THE FINANCIAI STATEMENTS {Contlnued)
5. TRANSFERS FROM MINISTRIES, DEPARTMENTS AND AGENCIES

6. OTHER INCOME

7. STAFF ALLOWAT{CE

8. GEI{ERAL EXPENSES

\ational Treasury 70,ood 20,370,00d 26,

2O,37O,OOd20,370,d

6,488,96233,584,58Slncome from License Fees
705,60Clncome from sale of tenders

33,684,589 7,194,562Iotal other income

L,7g2,O7O1,930,6981Staff Allowance
1,792,O7O1,930,6981rotalstaff Allowance

4,549,801 3,596,935General Office Supplies

t,249,912 760,000Fuels and Lubricants

21,65120,O92Bank Charges

I,04s,920
935,342Hospitality Service and Supplies

591,288
1,254,8Nl'raining

15,318,965
10,455,559

f'ravel I ing a nd Su bsistence Allowanc e (Loco ll

c
5,888,508.m

l'ravelling and Subsistence Allowance (Foreignl

2,O24,1O5
3,030,461

nvestments Forums

L,929,869
1,551,8883omm unication, Supplies & Services

c
27!,O23

nsurance

c
580,000

Audit Expenses

30,285,055 24,91O,172Iotal General Expenses
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D EXPENSES

S AND MAINTENANCE

11. CO ULTANCY

BILW

ucruRE (woRK rN PRoGRESS)

Chairberson Honoraria 696,OOOl 1,280,00c

Sittirt Allowance, mileage and Chairperson airtime 2,946,7363,681,5311

IotalBoard Expenses 4,377,5311 4,226,736

Renalrs and Maintenance I477,53 2,11,8,46C

I477,53 2,t18,460rotal

Cons Itancy 9,756,0951 27,5t4,771

9.756,0951 27,514,1t7Tota! Consultancy service

1,3,204,4L0 L,733,200reasi[ititv studies

L,733,20Orota{ t3,2O4,410

0Onefing Balance 53,694,878

322,703,543 53,694,878Addfions

Retefrtion 46,958,628 0

53,594,878rotaf 423,357,009
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65,810,302203,428,7261Current account
203,428,7261 65,810,302Iotal cash and cash equivalents

Special Economic Zones Authority
Annual Report ond Financial Statements
For the yeor ended tune 30, 2022

14. CASH ANO CASH EQUIVALENTS

1 Detailed Ana is of the Gash and Cash uivalents

15. Deferred lncome

The deferred income movement is as follows:

a

I'Current account
L223099725 (235,750) 4,0L2,02CKenya Commercial bank

28,585,996National Bank of Kenya (Dollar) 0207123759730C
61,798,282National Bank of Kenya (Kshs) 0107L23159730C 175,078,484

cash in hand

203,428,726 55,810,302Sub- total
203,428,726 65,810,302Grand total

National government 87,8\1,137ool

00oollnternational funders

Public contributions and donations 00ool

Iotal deferred income 87,811,L37ooi

87,8LL,137Balance brought forward 87,811,737
466,298,658Additions 466,298,658

(554,109,795)Transfers to Capital fund (554,t09,795)
0fransfers to income statement C

Other transfers
0cBalance carried forward 0
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TO THE IINA]IICIAL STATEMENTS (Continuedl

Rclatcd Prrty Dlsclosures

Natur. of tcl.tGd p.rw rel.tionshlps

and other parties related to the entiU include those parties who have ability to exercise control or
rcise significant influence over its operating and financialdecisions. Related parties include management

el, their associates and close family members.

Govcmmcrt of l(rnva

Government of Kenya is the principal shareholder of the entity, holding t0ol96 of the enti{s equity

The Government of Kenya has provided full guarantees to all long-term lenders of the entity, both

and external.

Othcr rcletcd orrtlcs lncludc:

The Parent Ministry;

County Govemments

Other SCs and SAGAs

Key management;

Board of directors;

following transactions were carried out with related parties

Grants /frmsfcrs lrom thc Government

Recurrent Grants from National Govt

Development Grants from National Government

Kcy manrjement compcnsatlon

Directors' emoluments

Compensation to key management

Total

Events after the Reportlnt Perlod

20,370,000

4 6,298,658

4,337,53L

1,930,698

492,975,87

26,6L8,274

141,506,015

4,226,736

1,792,O7O

174143,$15

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

UltlmatG And Holdlng Entlty

entity is a State Corporation under the State Department for lndustrialization. lts ultimate parent is the

of Kenya.

Currency

financialstatements are presented in Kenya Shillings (Kshs).
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APPEI{DIX 1: PROGRESS ON FOLI.OW UP OT AUDITOR RECOMMENDATIONS

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

were provided to the auditor.

Dr. Meshack Klmeu PhD

Ag. Chlef Executlve Offlcer

oarl; 2910912022

Resolved

Audit Verification

Trial Balance and

I Ledger availedI Balance and

eral Ledger

Resolved

Bank Reconciliation
ments were

supported Cash and

Equivalents Balance red and availed for
Verification

rregular Expenditure Resolved
rformance of

functions

expenditure was

rred in the
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ll: INTER-ENTITY TRANSFERS

The amounts have been communicated to and reconciled with the parent Ministry

Executive Officer,

Breakdown of Transfers from the State Department of lndustrlalization

N 2O2tl2O22
a. Recurrent Grants

Amount (KShsl lndlcate the FY to whlch the
amounts relatc

Bank Statement Date

2021-202225/0812021 1,697,500.0C
2021-20220310812021 1,697,s00.0c
2021-20221,697,500.0C30/Oel2021
2021-20221,697,s00.0cot/Lu2021
2021-20221,597,500.0CoLlttl2o2l

1,697,500.0C 202L-202202lt2l2021
1,597,500.m 202t-202277/0212022
1.697,500.00 202L-202203/o312022

202L-2022ou04l2022 1,697,500.00
202L-202204/0s12022 1,697,500.00
202L-20221,697,500.0006l0612022
202t-20221,697,500.002710612022

20,370,000.00Total

Develooment 6rants

lndicate the FY to whlch th€
amounts relate

Amount (KShslBank Statement Datc

202t-2022200,000,000.0008/07l2o2t
221,298,6s8.04 2021-2022o8/o7l2o2t

2021-202245,000,000.00o7/o212O22
466,298,658.00Total

DIrect Payments
lndlcate the FY to which tht

amounts relate
Amount (KShslBank Statement Date

,.00Iotal
Donor Receipts

ndicate the FY to which the
lmounts relate

Amount (KShs)Bank Statement Date

0.00!'otal
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