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I. I(EY ENTITY INFORMATION AND MANAGEMENT
(a) Bacl<groundinformation

Ihe Rural Electrification and Renewable Energy Corporation (REREC) is a State Corporation established

' under section 43 of tlie Energy Act, of 2019. The Corporation as established shall be the sLlccessor to the

Rnral Electrification Authority established under section 66 of the Energy Act No. 12 ol2006 (norv repealecl)

ancl subject to this Act, all rights, cluties, obligations, assets ancl liabilities of the llLrral Electrificatiort

Authority existing at the cotllltlencenlent of this Act shall be autornatically and flilly transferred to the

Corporation and any reference to the Rural Electrification Authority in arry colltract or docunteut shall, for all

pulposes, be deerned to be a reference to the Corporation established uncler the Act.

(b) PrincipalActivitics

Vision & N{ission

Vision: "A green energy driven r1atior1"

Mission: "To provide sustainable enet'gy solutions for all through rural electrification and renewable energy

for social ecouomic transfounatiotr."

Mandnte of Rural Elcctrification & llenovable llncrgy Corporation
(a) Oversee the irnplernentation o1'the Rr-rral Electrification Ptogramrne;

(b) Manage the Rural Electrification Prograrlme ll-urd establislied under scction 143;

(c) Source additional funds for the Rr,rral Electrification Programme attd renewable energy;

(d) Develop and q)date the rural electrification master plans in consultation with County

Goverrunents;

(e) Develop and update the renewable energy merster plan taking into account county specific needs

and the principle of equity in the development of renewable energy resources;

(f) Support the establisliment of energy ceutres in the counties;

(g) Establish fi'arnework for collaboration with Cor,uity Goverrunents in the discharge of its rnandate;

(h) Undertake on-farm ancl on station demorrstration of ,ul,ooc1-ftrel species, seedling production and

managernent;

(i) Undertake I'easibility studies and maintain clata with a view to availing the saure to developers of

renewable energy resources;

() Develop, proulote ancl manage in collaboratiou with other ageucies, the use ol reueu,able enel'gy

and technologies, including btrt not Iinlited to bionrass (biodiesel, bio-ethanol, charcoal, ltrel-wood,

biogas) urunicipal waste, solar, r.l,ind, ticlal waves, small hydropo'ffer and co-getreratiou but

exclucling geothemral ;

(k) Formulate, in conjunction with the Agency, a national strategy {or coordinating reseat'ch irt

rener,vable ellergy;

ll
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(l) Undertake, in conjunction with the Agency, research, development and disseminati'.ru of

appropriate renewable errergy tecllrologies;

Qn) Provide an enabling framework tbr the efficient aud sustainable ptodtrction, conversiou,

distribution, rnarketing and utrlization of biornass, solar, wind, small hydro's, r-nunicipal waste;

(n) Promote, in conjunction with the agency responsible for forests, the use of fast maturing trees for

energy production including bio-fuels ancl the establislunent of commercial rvoodlots includrng p"ii-

urban plantatrons;

(o) Prornote, in collaboration with other agencies, the development of appropriate local capacity for

the manufacture, iustallation, maintenance ancl operation of rene'rvable tecll,ologies such as bio-

digesters, solar systems, turbines aucl other renewable energy technologies;

(p) Promote international co-operation prograrlxrles focusirrg on renewable energy soLu'ces;

(q) I{arness opportuliities off'ered uuder clean development mechanism and other mechanisms

including, but not linrited to, carbon creclit tlacliirg to proll-)ote the cleveloprnent ancl exploitation o1'

renewable erlergy sources;

(r) Prornote the cle',ielopment ol'electricity generation tilougli co-genemtion by sugar millers;

(s) Provide technical and other capacity building support to County Goverrunents in the discharge

of the firnction of'electricity reticulation and euergy regr-rlation; and

(t) Undertake any other duty or perlbmr such other fuuction as may be necessary lbr the execution oI

its rnandate under this Act.

(c) Kc1' \4^rr^gemc,t

The day to day lllanagemellt of the Cotporation is uuder the follo,'ving;

Board of Directors
Chief Executive Officer
General Managers
Managers.

(d) FiduciaryNl[anagcmcnt

Tlie key nlallagelltellt personnel who helcl o(fice cluring the fiuaucial year encled 30'l'Juue 202I anclwho liacl

direct fiduciary responsibility were;

,

No. Designation

Cliief Executive Ol hcer

G.M. Corporate Services
G.M. Power Distribution aucl llegional
Coordination.
G.M. Strategy and Busirtcss Development

Namc

CPA Peter I( Mbugua

CS Dr. Rose Mkalama

Eng. Esther Ruto

David Gitonga

2

J

4
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5

6

7

8

9

l0

ll
12

Manager Finance & Accounts

Manager Administration

Manager Legal Departl'nent

Manager ICT

Manager Fluman Resource

Manager, Advocacy, l)ublic Education &
Awareness.
Manager, Research, Monitoring and
Evaluation
Managel Procuremeltt

Manager Pr:ocess Audit

Manager Renewable Energy

Principal Offrcer', Constrr,rctions

CPA Davis Cheruiyot

Elizabeth Onoka

Sharon Tugee

Alex I(angethe

Iivelyne Koech

WangariGithii

Wilfied Oduor

Joel Ornusebe

CPA EnlnanuelOdero

Eng Jorrathan Mbutu

Eng lonifuiyarigo

l6 Member, S4/I{anna Implementation Team Eric Jaoko

11

l3

14

l5

18

19

20

21

In charge of Audit issues, both inteural CPA. Joan Ritho
and extemal

Managel, Stlategy Plamring

Manager Renewable Euergy, Research &
Irrnovatiorr
Manager Business Development

Lucky Limo Rono

CPA. Francis Mutua

Eng. Ephantus Kamwenl

Edward Gakunju

Ag. Corporation Secretary

(e) Fiduciary Oversight Arrangements

The oversight for financial managernent is vested in the three Boald Committees as discussed below;

Audit Conrmittec

The Audit Cormnittee rs basically the watchdog for the Corpolation. lt ensures that all the systerns in the

Corporatiou are functioning properly The main temrs oI reference as provided for in the Board rnanual are

as follows;

(i) Sttpport the Boarcl of Dilectors in revie,uving the effectiveness of the Corporation's processes of

Corporate Gorremauce;

(ii) Review the amrr"ral fiuancial statemellts ancl consider whether they are complete, consistent and

reflect appropriate accouuting principles and ruake appropriate recommeudations for necessary

nctiou;

(iii) Ilecommending financial statements to the Boarcl tbr approval betbre submission to the

Controller ancl Auclitor General lbr aLrclit;

IV
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(iv) Review the result of the audit on the tinancial statements by the Bxternal Ar.rditor or any cther

inspectol or investigator engaged by REREC;

(") Consider the effectiveness of the RIIIUIC internal control systen'rs established by marragement to

erlsure cornpliance with policies, laws and regulatiorts;

(vi) lleview tlie lisk nlarlagerneul fi'arnework and assess policies and controls developed by

Managernent for risk assessnlent and risk managetuent;

(vii) l{eview and approve the intemal audit plan, charter and uranual.

(viii) Review the activities, organizational stmctule and qualitications of the internal auclitors;

(ix) Assess rnarlagelllellts' action on significant findings ancl ar"rdit recommendations and ensure that

action taken is adequate to maintarn the integrity of the financial systems.

In addition to the Terms of Ret'ereuce, the conr.mittee also has an Atrclit Committee Chartel that clefines how

they are supposed to execute their responsibilities.

Finance Courmittee

The committee is responsible for Financial Management and proper resoLrrce allocation in the

Corporation. 'llte Tern'rs of reference o1'the cotnmittee are as lbllows;

(i) Develop and recomurend to the Board the Cor'poration's Annual Budget;

(ii) Develop, review and a;:prove majol changes in the Corporation's accounting policies;

(iii) Oversee the prepamtion of year-end financial statements of the Corporatiorr;

(iv) Develop strategies aimed at achievurg financial sustainability for the Corporation;

(v) Consider and reconunend to the lJoard Banking facilities ancl Corporation levels;

(vi) EnsuLe p,:oper financial rnal'ragement systerns are in place;

(vii) Develop a tlnancial monitoring system fol the Organization

Procurerncnt Oversight Committec

The overall respor,sibility of the conunittee is to ensure that the amrual proclrremellts undertaken by

Manageurent are able to support the annual business plans flor the Corporation. The Tenls of

Reference are providecl for in the Board r.nannal and are summarized as lbllo,'vs;

(i) DiscLrss and propose to the Board the Corporation's annual procuremenl plan fol approval

(ii) Review of the anuual lrrocuremeut plan u,hen uced arises.

(iii) Ensure adhererrce to the procurement plau

(iv) Ensure that the Corporation's procurer"llent plau is capable of enabling the Clor?oration

achieve its mandate.

(v) Monitor the iurplementation of tlre plocurelneut plan to ensLrre tlrat it conlbuls to the

approvecl buclget.

(vi) Iinsr-rre that procurement reports are submittecl to the Boarcl
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KEY ENTITY INfORMA'IION AND MANAGEMENT (Continued)

(0 Entity
i

Headduarters

Kawi House 
I

Red Cross rofd
P.O Box 34585-00100
NAIROBI

(g) Entity Contabts

Telephone: (25fr)709 193 000
E-mail: info@{erec.co. ke
Website: wwr,t4ire rec. co. ke

(h) Entitv Barrl<drs"l
l.The Co-operltive Bank of Kenya Ltd

P.O. Box 48231 - 00100
Nairobi Busifiess Centre
NAIROBI

Kenya Commqcial Bank of Kenya Ltd
P.O Box 69695-00400
Milimani Branph
NAIROBI

j

Standard Charlpred Barrk I(enya Ltd
P.O 8ox98683l.80100
Kenyatta Averpe Branch
NAIROBI 

I

CFC Stanbic Bank Kenya Ltd.
P.O Box, 7283p-00200
Upper Hill Brafrch
NAIROtsI

Equity Bank Klenya Ltcl
P.O Box 75101-00200
Equity Centre pranch
NAIROBI I

National Banklof Kenya Ltd
P.O Box 3864$-00100
South C-Red Cross Brancll
NAIROBI

Citi Bank N.AlKenya
P.O Box 30711-00r00
Cititrank l{ousp
NAII(OBI ]

vt
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)

(i) IndependentAuditors

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

0) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi,I(enya

I

vll
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2. THE BOARD OF DIRECTOIIS

Prot-. Simon N. Gicharu was boru in the year 1962.

I-Ie was re-appointed as a non-executtve chaimran o

tlre Corporation on 081021?-019 {br a period of tluee (3

years Lrp to 07 102.12022.

I{e holds a Bachelor of Education Science degree Irou'

Kenyatta Uuiversity, and a postgtaduate certificate i

Managing Enterprise Developmeut from Cranfiel

University, Britain. I-Ie is also a publislted author i

Mathematics.

I{e has previously served in the Goverumcut in

similar capacity at the Geothermal Developmen

Company. I Ie is a careel educationist al1

erltl'epl'eneur, aud is the founder and chairnran o

Mount I(enya Uuiversity, wl,ich is Eastern and Centra

Africa's largest private institution of liigher learning

Prof. Gicharu is also the patron of the lnter

Universities Root Moot Court by the Kenya Nationa

Scouts Associatiotr.

Dr. Julius l\{uia is the Principal Secretary at The

National Treasury. Prior to this, he was the

Principal Secretaty at the State Department for

Planning - The Natioral Treasuty and Planning.

Before his appointment as PS Planning, he was the

Director General, Vision 2030 Delivety Secretariat

which operated uncler the Office of the Presideut,

Republic of Kerrya to facilitate the iurplementatiou

of Vision 2030.

An alurmtrs of the University of Nairobi's School

of Business, Dr Julius Muia graduated with a First

Class Honours Degree in Accounting; Masters

Degree and PhD in Fiuance from the salrle

university. Flis professional qualifications include:

1

Prof. Simon Gicharu (CBS) - Chairtnan of
the Boarcl Of Directors

(
;;: .")

.)

Dr. Julius Nlluia - Principal Sccretary,'l'ltc
National Trcasut'1,

vlll

Certitied Public Accountaut CPA- Certified
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Public Secretary (CPS-K), Associate Kenya

Institute of Bankers; Associate Chartered Institr

of Arbitrators; and Cerlified Coach.

Dr. Eng. Josepli I(. Njoroge was born in the year 1958

Fle is the Priucipal Secretary, Ministry of Eriergy &

Petroleur:r. Before joining tlie Ministry, he worked i

Keuya Povi,er as the Managing Director. Ile has wid

l'ange of experience in power engineering all

rnallagemerlt of the power sector', having joined Keny

Power in 1980 and serving in various senior position

prior to lls appointment as tlie Principal Secretary

Ministry of Energy.

Dr. l3ng is a holcler of a PhD in Busines

Admir-ristration and a BSC iu electrical Engineering

Eng. Benson Kaman Kariuki was bor-n in the yea

1 959

He rvas appointecl to the Corpolation's Board as a

independent director on 08/02/2019 for a period o

tluee (3) years up to 0710212022.

He holds a MSc. Degree (Environmental Engineeling
(Built Space Environmen| (CNAA-UK - 1990

I-Ie is a member of both Strategy zrnd Plojec
implementation Committee and Finance Conmrittee o
the Board.

Mr. AIex I(iptekwei Chesosi was born in the yea

t976.

I-[e was appointed to the Corporation's Boarcl as a

independent director ou 08/02/2019 fbr a period o

tlrree (3) years up to 0710212022.

He is a holder of'an MBA Degree (Purblic Policy an

Management) at Strathrnole Ilusiness School; I-l

holcls a Bachelor o{'Cornmerce Degree (Managertren

Option) Catliolic University o[ Eastem Atiica in Nov
2017; Diploma in Travel Operations tiort l(eny
Utalii College in Sept. I997.

.)

Dr. Eng. Joscph I( Njoroge (CBS)
Principal Secretary, Ministry of Buergy

4

Eng. Benson I(amau Karitrki

PETTg, MIEK,MNQI,MAEE,CEM

{{'.!.'Y..
Jt,.'i:_
t, .,:".,

5

Mr. Alex I(iptekwei Chesosi

I'
l:

a.

lx
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6

Mls. Beatrice C. I(ernei

7

Hon. Nicholas Ngikor Nixon

t;,.

I

-rl

t
t'

8

N'[rs. Joscphine Wacel<e Muritu

.,1,,

\.
;t"f

li;
lill.,i,l\

Ife is a member of. the Strategy aud Pro.lec

Implementation Committee and Fiuance Courmittee o

the Board.

Mr. Beatrice C. Kemei was born in the year 1969

She was appointed to the Corporation's Board as a

inclependent clirector on 08/02/2019 for a period o

tlnee (3) years Lrp to 0710212022.

Slie holds an MllA Degree (Enviromnental Plamin

and Management) - I(enyatta lJniversity -2014-2015

Bachelor of Education Degree (futs) - I(enyatt

University - 1990-94

She is the Chairpersorr of the I-Iumau Resourc

Corlmittee and a member of the Audit Committee o

the Board.

FIon. Nicholas Ngikor Nixon was born in the yea

t976.

He was appointed to the Corporation's Board as a

independent director on 08/02/2019 for a period o

tluee (3) years up to 0710212022.

Deglee of Bachelor of Arts iri Leadershi

Management - St. Pauls University - 2-14-201'7

Diploma in Cotmnunity Based Project Platuring an

Management C.ll.P.P.M.

IIe is the Chairtnan of tlie Audit Comrlittee and

rurember of [-luman Resor.trce Conmrittee of the Boald

Mrs. Josephine Waceke Muritu was boru in tlie yea

1974.

She was re-appoiutecl to the Corporatiotl's Board as a

indeperrdent clirectol on 08/02/2019 for a period o

tluee (3) years.

She chairs the Fitrauce cotnuritLee of the board ancl i

also a urember of the [ [umau llesout'ce Cottrtnittee.

She is the Seniol l-egal Couusel, irr charge c

legislative dratting. Conveyanciug ancl Coutrat

x
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negotiations in the County Goverrulent of Kiambrr.

She holcls Berchelor of laws degree (LLB) f
University of Nairobi, Diplorra in Laws from Keny

School of Law and she is currently pursuing a Maste

Degree in Organizational Leadership from Afric

Iltemational University, Kenya. Mrs. Murlitu is

merlber of the Law society ol'I(enya and an Advocat

of the I-Iigh Court of Kenya

I{on. Bernarcl Bett.was bom in the year 1981.

Ife was appointed to the Corporation's Boald as a

independent clirector on 0810212019 for a period o

tlrree (3) years up to 0710212022.

I{e is cuuently Pursuhg Master of Philosopy i

Econornics fi'orn Moi University, Eldoret an

Bacirelors of Education Degree from Moi Univerity

Eldoret (2002-2006)

LIe is a rnember of tlie Audit Cormnittee and Strateg

and Project hnplernentation Corm,rittee of the Board.

Mr. Ezekiel Weya was bonr in the year 1968.

I{e was appointed to the Corporation's Board as a

independent director on 08/02/2019 for a period o

three (3) years up to 0710212022.

He liolds BSc. (I{ons) Mechanical Engineering (UON

- 1984, and Bachelor of Corulerce (Accounting

from University of Poona India in 1991. He also hold
MBA (Finance Optior-r) fiom University of Poon

hrdia in 1994;

He is a member of the Finance Committee and I{uma
Resource Conrlittee of the Board.

.t

"l

I{on. Bernnrd Bctt

Mr. Ezekiel Weya

xl
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I{on. George Oner Ogalo was born in tlte year 1976.

Ife was appointed to the Corporation's Board as a

independent director on 08/02/2019 for a period o

three (3) years up to 0710?12022.

He holds a BSc (Eng) Surveying - University o

Nairobi - 1996-2001. Currently pursuiug a MSc

Degrre (Iufomration Systems) University of Nairobi

June 2004 to Present;

I-Ie is ttre Chainnan of Strategy and Projec.

Implernentation Comnittee ancl a rnember of the Aud

Comrr ittee of the Boarcl.

Evans Mutari is the Alternate Director Ministr
Of Energy from 8tl' February 2}lg.
He has MBA (Businoss Adminstration) frorn
Jomo I(enyatta University of Agriculture an

Technology.
Bachelor of Arts (Public Adrninistration an

Management) from Moi University
Cerlificate in Leadership Developrnent Cours
from Kenya School of Adventure
Cerlificate in Paramilitary Training fi'orn
Adrninistration Police Training College.

He is a mernber of Strategy
hlplernentation committee and
Resource Cornrnittee of the Board.

and Projec
the Huma

I{on. George Onet' Ogalo

l1

t2

Mr. Evans Mutari, MBS
Alternate Director to Principal Secretary
Nllinistry of Energy

xll
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13

Mr. James l(imathi Mugambi, HSC
Alternate Director to Cabinet Secretary,
The National Treasury

Mr. James l(imathi Mugambi, HSC wa
appointed to REREC's Board of Directors o
t2.09.2019

He has a Degree in Busrness AccountiJtg an

Economics fi'om I(enyatta University, a

Advanced Management Programrne fi'orr
Strathmore Business School and MBA (Firiarrce
fi'om University of Wales-Cardiff

He is a rnember of the Finance Committee an
Audit Cornrnittee of the Board.

xlll
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3. N{ANAGEN{BN'T TBAN{

CPA Peter Mbugua assuurccl the position ot' CEO ott 20'r'

I)eceurber 2017. Prior to tltat, he was the Manager Finance.

I-Ie liolds an MBA (Finance) and a Bachelor of Comtrterce

(B.COM) Ilons from University o['Nairobi.

He has worked witli Telkortr Keuya as head of treasury aud

assistant manager

Peter is a Certified Public Accoturtant and has been au active

membcr of the Institute of Certif,red Public Accouutants of

I(enya (ICPAK). I-Ie is also a finalist of Certified Public

Secretaries of Kenya (ICPSK).

CS I)r. Rose Ndanr.r Mkalama assttmecl the General Manager

position in November 2020.

She is charged rvith the lesponsibility coorclinating, tlauagitrg

all sqrport departments; natnely Advocacy, Public Education

and Awareness, Corporate Communication and Resource

Centre. FIer responsibilities are ettsuring that itnplen'rentatiou of
REA projects are well supported enabling achievemeut of ltEA
objectives effi ciently.

She holds a PhD in Business Administration (Strategic

Management), a Masters of Busitless Administration atld a

Bachelor's degree in Laws all from the Uttiversity of Nairobi.

I(enya Sl-re is also a Certified Utility Mauagetneut Specialist

from Water Engineering and Developrnellt Centre of the

University of Loughborougli in tl're United States of Arnerica,

an advocate of tlie I-Iigli court of l(enya and a Certified Public

Secretary of I(enya forur the Institute of Certified Secretaries of
I(enya (ICPSK).

I

2

CPA Peter Mbugr,ra

Chicf Exccutive Officer

Dr. Rose N. Mkalama

.l

I

'tll-,,

General
Education
Directorate

Infc-rmration,
Cornrr.unication

Manerger
&

XIV
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:11. /,
Eng. Esther C. Ruto
General N{anager, Power'
Distribution and Regional
Coordination.

David Gitonga (MCiarb)
G.M. Stratesy and
Developnrent

Business

Iing. Esther Chelangat Ruto assurned the position of Gener'

Manager, Teclurical Services in the Corporation in May 201B.

Slie is in charge of Design Department, Construction

Departrnents and Renewable Energy Departmeuts, which

handles, design, impleurentation and monitoring of all grid

connected projects requiring electricity, and managing the

l'esoluces within the Directorate. Other activities iuclucle Policy
guictelines.

She holds a Master of Science in linergy Managenr.eut and a

Bachelor of Science clegree in Electrical Engineering, fiom The

University of Nairobi, Kenya.

Mr'. David Gitonga is a Member of Chartered Institute of
Albitrators both nationally and globally and SSAFE certified by
the Urited Nation clepattment of security and safety.

His experience cuts across public sector l11anager1leut, business
development ancl intemational development specifically in sub-
Saharan Africa on diverse socio-econornic sectors.

I-Ie holds a Bachelol of Science in Civil Engineering degree
(Hons) from Jonro Kenyatta University of Agriculture and
Technology (JKUAT), Master's Degree iu lntegrated Water
Resources Management from University of Dal es salaam and
currently Pursuing Doctor of Pliilosophy (PliD) in Disaster
Managernent and I{umanitarian Assistance at Masinde Muliro
University of Technology (MMUST).

He assumed the position of General Manager, Research,
strategy and plaruring in May, 2018. He is responsible for
driving the Corporation core business of rural electrification
tluough applied research and strategy developrnent, Planning
ancl evaluation of project iurpacts, clevelopment of alternative
l'everllre streams and uranageurent of corporate quality
lllallagelnent systen"I and lisk nlanagenlent.
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CPA Davis Cheruiyot
Manager Fitrance & Accounts

i:1 
-

Elizabeth Onoka
Manngcr Administration

6

Sharotr Tugce
N'Ianagct' Legal Services

I
,-\

CPA Davis Chen-riyot assumed the position of Finance ancl

Adminis[ratiou tnanager in May 2018

I'le is in charge of Fiuance, Administt'ation and Security

departments.

I-lc holds a Master of Science in Irinauce and Investtnent

(MSFI), Bachelor of Business Administration -Finance &

Accounting both from Kenya Metliodist University (I(EMU).

Certified Public Accottntant and ureurber of ICPAI(

Elizabeth Onoka assumed the positions of Manager, I-lumau

Resourrce ancl Administration iu l5'r' Aprii 2008. She currently

lrolds the position of Mana,get'Aclrninistration w.e.f July,2017 -

Slie is in charge of Adniinistrative duties; office & Motor

Vehicles rnaintenauce. She ltas over l5 years' experience iu

human resource aud administrative duties.

She liolds a Master's degree in Education (Planning and

Aclministration) ar,d Bachelor of education both frotu the

University of Nairobi. Elizabeth is a tnetnber of lnstitute of

Hurlan Resource Managemeut, in also holds a diploma in

huruan resource developureut.

Sharon Tugee assutnecl tlie position of Manager, Legal Services

in May 2018. She is the I{ead of Legal departruent. She holcls a

Master of Laws (LL M.) from the University of Nairobi, an

LI-.B. from Makerere University, Kanrlrala and a postgraclnztte

cliploma in law (PGD) l'rom the Kettya School of I-aw. Sltaron

is a menrbet' ol'the Larv Society of Kenya.
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8

Alex I(ang'ethe
i\{anager Information
Communication Technology

9

Everlyn Cl'repkorir Koech
Manager I-luman Resource

1iri

*--'-

I

Waugari Githii
I\,[a na ger, Advocacy, ['ubl ic
Education & Arvarcness.

Alex Kang'ethe assur"rred the position Manager ICT on 14

May 2018. i-ie holds Master's Degree in Computer Science

from the University of Nairobi arid Bachelor of Scielce in

Information Teclurology (Flons) frorl the Jomo Kenyatta

University of Agriculture and Teclnology. LIe is curlently

pursuing PliD in Infonlation I'rorn Kibabii University. I-le is a

Cisco Certified Network Associate. I-Ie is a registerecl meurber

of Computer Society of I(enya.

Evellyn Chepkorir I(oech assumed the positior-r of Manager,

I{uman Resource in May 2018. She is a full member of the

Institute of I{uman Resource Management (IHRM).

She is in charge of the Corporation's Human Resource

Management tluough l-IIl plaruring recruitment and selection,

employee welfare, training and development programs and

eurployee retention strategies.

She holds an MBA (HRM) from Kabarak University and a

Bachelor's Degree in Human Resource Managernent from
Kenya Methodist University. She also holds a Diploma in

I{uman Resource Management from the Institute of I{uman
Resource Management.

Wangari Githii assumed the position of Manager

Communications in 2008.

She holds a BA (Hons) and a diplonra in journalism.

She is also a rnernber of the Public llelations Society of Kenya.
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Wilfred Oduor assunted office in l5tl' April 2008.

Ile is head of Supplies Management. He holds a Bachelor of
Comrnerce (B.COM-) I-Ions. From Kenyatta University and a

member of chartered institute of purchasing and supply (CIPS)

Joel Omusebe assumed office in April,2018

I{e is the head of Procurelnent Depaftment. He holds a

Bachelor of Arts and an MBA from the University Of Nairobi,

and a member of chartered institute of purchasing and supply

(CIPS), He is currently Pursuing Doctor of Philosophy (PhD) in

Business Administration at JKUAT

CPA Ermnanuel J. Odero assutned the position of Manager,

Intemal Audil on Tth May 2018.

I{e is in charge of internal audit strategies, plans, policies and

systems, and supervises periodic reviews of both financial and

non-fi nancial operations.

He holds an MBA (Finance) from University of Nairobi,

Bachelor of Conunerce (B.COM) Hons- Accounting Option,

and Certified Ptocess Professional- CPP (UK). A CI'>A (K),

Emrnanuel has been au active metnber of the Institute of
Certified Public Accountants of Kenya (ICPAK). He is also a

member of Ttre Institute of Intemal Ar'rditors (llA) and ISACA.

I{e is currently pursuing Doctor of Philosophy (PhD) in
Business Administration at University of Nairobi

rch, Monitoring and

I

.,irdt

-..jj

f
I

4'
'1

I

A

I

Wilfred Oduor
Managcr,
Evaluation

!€{

Chnin ManagcnrentManager, Su
Dr. Joel

Odero
s AuditN{anager,

tr
CPA

I
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Aia

Eng. Jonathan Mbutu Photo
l\'I an ager llcncrvab lc energy

.,, . |'

Eng. Joni Anyango I('Ondrek
Principal Olficer', Constntctions

Eng. Jonathan Mbutu assuruecl the positior-r of Manage'

Alternative Energy on I't May 2021. Prior to that, he rvas

the Principal Engineer RenewabIe Energy.

He holds a MSc. Engineeriug (Energy Managemer-rt) fi'onr

University of Nairobi and a BTech. Mechanical &
Procluction Engineering (Hor-rs) from Moi University. I{e
is liccnsed as a'f3 solar PV professional by EPRA.

FIe is responsible for the strategic and operational

leadership of tbe Corporations Alternative Energy

rlandates.

l3ng. Anyango I('Ondiek assurned the positior-r of Ag.
Manager Construction in the Corporation in Jr"rty 2014

Ile is in charge of implementation arrd rnonitoling of all grid

connected projects reqr,riring electricity, ancl managing the

resources within the construction department.

I-Ie holds a Mastel of Business Administration (Strategic
Manager-nent) trom Maseno University ancl a Bachelor of
Science clegree in Electrical Engineering, from Univelsity of
Nairobi, I(enya.

Eric Jaoko assumed office in November,2020

He is in charge of developing and irnpleurenting ICT plans
on data, policies and procedures that support operations in
tlie Corporation. He holds a bachelor of scieuce iu
Cornlluter Engineering

1'.ffi;ffi.
'j 'a ',"'-,J],.dPS,

-:1. ..-1,

\ ' :t, t:l\F:#",
a''"F'qi::ilr'.

l. I''..i.

I

I

Eric Il. Jaoko

Manager, Systcrns and Iroreusic
Autlit

I

.t

I,;.
I,'
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1
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1

CPA Joan Riitho
In charge ol' Audit issues, both ittte rllal ancl

cx tcrnal

. 
j::i

rri

I

CPA Francis Mutua
I\'l anagcr, Strategy Planning

3

i

I

Er-rg. Ephantus Kauweru
Nlnnager lterrovable Encrg\', Ilcscarch ct

I nuovation

CPA Joan Riitho assLrlned the position of Manager Internal

Audit in August 2008, thereafter tnovecl to Morutoring &
Evah-ration irr August 2017 and In charge of Audit issues up to

Septernber'2020

She liolds arr MBA and a Bachelor of cotrulerce (B.COM)
I-lons. From the University of Nairobi. A CPA (I(), Joan has

been an active tnember of the Institute of Certified PLrblic

Accountants of I(enya (ICPAI() for the last 12 vears. l-Ie is a

rurember of The Institute of Certified Public Secretaries of
Kenya (ICPSK).

CPA, CS Francis Mutua assttmed the position of Head of
Corporate Plamring & Sttategy in September 2016-

I-Ie is in charge of updating the Rural Electrification

Masterplan, itnpletneutation of the Corpolatior"r 5 Year Strategic

Plan, Alrrard of Constructiou cotttracts, data rnanagettteut and

monitoling and evaluation of projects.

I{e hotds an MBA (Finance) aud a Bachelor of Cotltlerce
(B.COM) I-Ious. From the University of Nairobi. Certified

Public Accountaut CPA (I(), Certifiecl Sectetaty of l(errya

(ICPSK), a Gladuate of the Wolld class Advanced Managettreut

Program (AMP) Strathmore Business School. I-Ie is currently

pursuir"rg PlrD Degree in Business Administration at JKUAII

Eng Ephantus l(amweru assull'Ied the position of Head of
Itesearch & Developmeut in August 2015.

I-Ie is in charge of Research & Development. I-Ie has a wealth of
experience in consultancy & cotltlacting in variouls sectors

including Energy, GSM and Security among others.

He holcls a Master o1'Science Degree in Entreprerreurship from

Joruo Kenyattet University of Agricr"rlture & 'lechnology and

llachelor of Science degree in Electrical Engineering, frotl
University of Nairobi, I(enyer. I{e is a registered Engineer,

rurember of Institr-rte of Engineers of Kenya (lEK), Menrber of
Kenya Renewable Energy Association (KEllEA) aud liceused

Teclnician (Al ) with ERC.
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Edward Gakunju
Manager Business Development

i

CS. Lucky Rono Limo
Ag. Corporation Secrel.ary

-' ;;-'_->"

Edward Gakunju, assumed tlie office of Manager Business
Developrnent in May 2018. His responsibility is to
mobilize add itional resollrces for proj ect irrp lemeutation,'
build strategic paftnership with development partnets, aud
execute signed financing agreement with development
partners.

D

I{e is a holder of a Masters of Deglee in Economic Policy
Management (EPM), Makerere University and a Bachelor
of Degree in Economics, University of Nairobi.

Cs. Lucky Rono Limo is currently the Ag. Cotporation
Secretary. Before joining tl-re Colporation, he worted at

I(enya Power as the Plincilral Legal Officer. I{e has wide
rarlge of experience in the Energy Sector. He is widely
trained in varions areas of public sector rnanagentent,
development and irnplementation of public policy, geueral

ffranagerllent, good corpolate goverrance, proj ect planni ng
and managenlent, contract pleparation and management,
negotiation skills, Public Private Partnelships (PPP's). He
is a holdet of a Bachelor of Conrmerce (B.com) Degree,
Bacl'relor of Laws (LLB) degree and a Master's degree in
Management and Leadersliip. Currently undertaking his
PHD irr Management and Leadership from Management
University of Afi'ica. He is a Certified Secretaly (CS) bV
the Institute of Certified Secretaries of I(enya and also
possess a post graduate Diplorna frorn the I(enya School
of Lar.v. A Mernber of the Law Society of I(enya and the
institute of Certified Secretaries of I(enya.
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4. CI]ATRMAN'S STATEMENT

Introduction

O, behalf of the Board of I)irectors, I am pleasecl to preseut the Annual lleporl and Finaucial Staterleuts for

Rural Electr.ification anci Reuewable Energy Corporation (REREC) tbr the year eudecl 30'r'Jurne 2021.

Institutionalization of tlural Elcctrification artd llelrewable Encrgv Corlloration

h 2Ol9lZ0, the l{ural Electrification Authority (REA) transitecl to Rural Electrillcatiou aud l{enewable

llnergy Corporation (I{EREC) thr-ough the Energy Act o['2019. ln 2021122 t['re Corporation macle concrete

steps to i,stitutiolalize the manclate lry moving towards the final stages of taking over the 16 Energy Cettttes,

,,vhich were previously under tlie Ministry of l3nergy. REREC finalized issuance of trar,sfer letters to all tlie

staff i, the l6 Epergy Centres across the country. In total, 166 letters of tlausfer u'ere issuecl as part of

actualizing the transfer of Energy Centres to II"ERIIC in accordance with the expanded tuauclate. ltERllC

teams were also actively involve<l in tlie review of 30 regulations under the Energy Act, 2019' The

Corporation also unciertook rebrancling of REREC headquarters ancl Mweiga Stores during the year.

lllcctrification of lrublic liacilitics aucl tltc Last Mile Prograltrme

Duri,g the year urder review, the Corporation continuecl with electrification of public facilities and

i,stallation of extension transfonlers uncier the last mile / maxitnization pl'ogralnme while contributing to the

Big four Age,da. As at 30,r' June 2021, a total of 919 pubtic facilities including utarkets, healtli cettters,

primary ancl seconclary schools rvere electrified, 176 plojects awaiting either joint iuspection, shutdown or

conrnrissioni,g ancl 26,2g7 r.lew custolllers/households connected to electricity duling the year. There u'ere

1,149 projects ulcler irnplementatiou by 30'r'June 2021, ancl which are expected to be completed alongsicle

otlrer public facilities projects iclentifiecl for electrification during thel;Y2021122-

Uncler tlie Last Mile ColstitLlency Transformel's proglalmle, REll.EC installecl 135 new traustbrmcrs ancl

,raxirlizecl tliepr by connectilg cLlstolllel's within their vicinity. The Corl:oratiou also tnaintainecl 345

prirnary schools earlier installecl with solar PV systems dru'iug the Digital [,eanting Progt'atntrre.

1-he Corpor-ation r.ollecl oLrt a pllblic sensitization clrive in areas 'uvhet'e it is imltlemetttittg BADITA projects.

l-he clrive is currently in progress is being uuclertakeu in 24 counties acl'oss the couutry

lLEltEC CSII r\ctivitics

-lUlREC Corporare Social t{esponsibility Policy lbcuses on fir,e (5) lbcal areas: E<tucatiou, I-[ealth, Water

Environment, Sports and Cr,rlturre . Collaborations rvith.County Governmeuts, Kenya Prisons and KEFI{I on
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CSR activities. Under this arrangement, REREC has already entered into Framewor*s of Collaboration with

various Counties to implement specific electlification projects in their areas. During the year under review,

the Corporation sponsored a free medical camp for cancer screening and other llon-col"nmunicable diseases

(NCDs) in paftnership with the county Goverruuent of Meru. t

liinnncial Performance '
The Corporation received a total of I(shs. 6.8 Billion during the year under review out of which Ksh.5.3

Billiorr was funded by the GOK and the balance of Ksli.l.5 Billion was raised tluough donor funds,

partnerships with counties, constituencies as well as generated internally. These receipts were used to fund

the recurent (17%) and development expenditure (83%).

lruture Prospects

The Corporatiou remains committed to the continued electrificatiorr of the rural population. Going forward,

particular attention will be given to developing erlergy solutions and fully embracing the new mandate.

Appreciation

I wish to thank rny colleagues in the Board fbr their support and the staff of the Corporation for their effolts

during the year that has ensured that the Corporation meets its objectives. In addition, I wish to thank the

Govelulent for its continued support to REREC during the year.

Prof. S U,

CI{AIITMAN

(

s
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5. REPOITT OF THE CHIEF BXECUTIVE OFFICER

lutroductiou

Electrification of Public f'acilities and Dcvclopnrcnt of llenewablc Energy Sources

Dr"rring the Financial periocl, GoI( allocated I(Shs 2.1B for electrification of Public facilities in the Country

ir,cludirg Markets, Villages, and I-Iealth Centers, public Primary and Secondary Scl"iools and Administration

offices anlollg others. A total of 160 such facilities were completed duriug the year.

Last Mile project (Constitueucy'I'ransfornrcr llroject)

ln 2020/21 I{EREC was allocatecl I(Shs 550 Million to uraximize transformers in Constituency's with

projects being iclentified by MPs. A total of 273 plojects were picked for consideration fi'om 2883 forwarded

by MPs. The remaining were either iu design or could not be implemented either due to budget limitation or

scope or found to be on supply.

In electrification o1'Off-grid areas, civil works were ongoing on site for two (2) sites Buna in Wajir and

Kaeris in Turkana while Equiplrent rnanufacture rvas ongoing for six (6) other Solar Power niini grid

projects for Public facilities and householcl corurections. Uuder the Maintenauce of solar systems installecl in

public pritnary Schools 345 schools ra,ere ntaintainecl and coml:issioned, 161 schools contracted and

maintenance ongolllg, 73 schools were scoped and contracting process was ongoing by 30th June 2021.

FinanciaI Performancc

T'he Corporation continues to pursue prr.rdent financial rlranagelrlellt policies as attested to by the tirancial

results herein. As higlilighted by the Chainnarl, out of the total receipts of KShs 6.8 Billion during the year,

BTYo was chamelled to capital expenditure while l3 o% was r.rtilized ou recurrellt expcnditures.

Customcr liocrrs

Dr.rring the year, the Corporation coutinued its ef{brts towards cusuring the custourel needs were

continuously identified and met. T'he resr.rlts o[' the internal ISO quality ar"rdits reflect positively on the

Cclrporation's intent to ensure that its custolllers and other stakeholders are aware ol' the Corporation's

procedures and systeurs and have access to the pre-delinccl mechauisnr o1'charurelliug theirconccrns.

Our Emplol,ecs

Or"rr staft's remain the greatest asset ol' the Corporation. The Corporation will continue to br-rilcl ou the

commitment of the staff through lacilitating continuous 1;r'ot-essional clevelopurent as well as strurcturecl

rernuneratiorl to ensul'e that they lenrain urotivatecl in line with the Corporation's stal'['reteutiou policy.
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Futurc Outlook

REREC's target is to electrify all the lemaining un-electrified purblic facilities and households within their

vicinity by the end of 2022123 financial year. This will be done alongside the last mile project launched by

I-Iis Excellency the President in May 2015

Apprcciation

I wish to salute the selfless, committed, passionate and dedicated staff who worked round the clock to etlsure

that they at all times achieve and even surpass set targets. Any form of achievetnent cau only be made

through conunitment, hard work and self-sacrifice. My sincere gratitude also goes out to the Rural

Electrification and Renewable Energy Corporation Board of Directors for the continued sLrpport accorded to

us tluoughourt this process. We are also indebted to the Govemmeut and tire Ministry of Energy for their

support that has ensured successftrl implementation of the Authority's mandate

(- \
,\{

CPA. PIITIIR MBUGUA

CI{IBF EXECUTIVE OFFICER

xxv



, Rural Elcctrificatiou nncl llcnervable Iinergy Corporatiorr
Rcports and Financial Statements
I.or the year ended June 30, 2021

6. REVIEW OF REREC 'S PERFON{ANCE FOR FY 2020/2021

The Corporation has strategic pillars and objectives within its Strategic Plan for the FY 201812019-
202212023. These strategic pillars are as follows:

Pillar l: Renewable Er"rergy development
Pillar 2: Electricity Comrectivity
I']illar'3: Renewable Errergy Research and Developurent
Pillar 4: Renewable Energy Research and Developrncnt
Pillar 5:I{unran Resource and institutional Capacity
Pillar 6: Financial Sustainability

The Corpot'ation clevelops its annual ,'vork plarm based on the above 6 pillars. Assessment of the Board's
perfomrance against its annual work plan is done or1 a qllal'terly basis. The Corporation achieved its
pelfornrance targets set for tlie IrY 202012021period lbr its five strategic pillars, as inclicated in the diagram
below:

Strategic
Pillar

Objcctive I(cy Perfbrrnancc
Inrlicators

Activities Achievements

Pillar 1:

Renewable
Energy
development

To develop and

prolnote the use

of renen,able

energy

No. of. Renewable
Energy Sources

o undertake Joint
Mapping o(' the
Renewable
Iinergy Resources
in the counties
Develop and
update the I{E (
Renewable
Ilnergy ) Master
plan
To Support the
establislunent of
energy Centres in
the counties

o

o

o l-o establislr
rener,vable ellergy
rr-rurigrids in ofl'
grid areas

G Altemative Energy
Department has

coulnenced mapping of
Renewable Energy
Itesources as they are
being implemented

o RE( Renewable Energy)
projects database is
being developed and
updated

REREC is taking over
16 Energy centles& in
discussion with several
cournties to set up
l3nergy Centres
REIlllC FIas developed
26 Minigrids in oiT- grid
counties. olle called
Iluna in Wajir North has

been contractecl and is
ongoing
implemenLation

o

o

Pillar 2:
Electricity
Comrectivity

To increase
electricity
comectivity

a No.o['
Electricity
Corlrections oI
Public
Facilities
No.oI
I-louseholds
connected to
Electlicity

a

Cormection of public
Iracilities and the
I louseholds that are

'uvithin a raclius o1' 600
mctres from the grid

o A total of 652 public
lacilities and
translormer projects
Energisecl in the
l;inancial Year'
A total of 18908
households conncctecl in
the Financial year

o

Pillar 3:
I{enervable

1'o prourote
Itesearch

a No, of
I{esearch and

o Can'y out a

baseline to

3 Baseline studies clone

and Research

a
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Deveiopmeut
progmunnes
carried out in
Renewable
Energy

establish the
existing research
Institr-rtions and
their scope o[
activities.

To participate in
selected
ltenewable
Energy
collaborations

o

Energy
Research and
Development

and
Developmen
tin
Renewable
Euergy

RERIIC l'ras developed
collaborative
frameworks with the
counties of Vihiga,
Bungorna and l(iambu
counties

Over 300 Proposals
done to various
stakeholders for
Collaboratiorr

3

o

No. of Strategic
collaborations
camied signecl olT
ancl executed

To develop a

collaboration
fraurework with
the county
gorrernments

Sign off working
collaborations
with Counties

Developrnent of
Proposals lbr
collaboration

o

o

o

I'>illar 4:
Strategic
Collaborations

To establish

strategic

collaborations

with

stakeholders

Recruitrnent of
qualilied staff

Automation of the
key activities of
tlTe Corporation

I{esolurtiort ol
Customer
complaints aud
quarterly
reporling to the
CAJ

Employee
Satislaction
Surveys done /
Face to Face

discussions

o

a

o

c

The Clorporation is in
the process of
Recn-riting 234 Staff to
build the l-Iuman
llesource capacity and
implement the enhanced
nr.andate as per the
Energy Act 2019

The Corporation is at

the ltealise phase to
update the SAP system
to S4IIANNA system

The Corporation was
ranked Goocl in the
currellt Evaluation by
the Conrmissior-r of
Aclmilristrate j ustice (
CA.I

Statf ale regularly
engaged by Fleads of
Departrnents ancl IIR to
gauge their level of Job
Satisfaction

o

o

a

o

To build hnntau

and strengthen

institutional

capacity

7o of I-Iuman
Resource
complemeut
trained or
developed in
relevant fields

7o of automation of
business processes

o/o of Custouret'
satisfaction
attained

% of Employee
Satisfaction
attainecl

Pillar 5 :

FIuman
I{esource and
institutional
Capacity

o

institutions establislied
Research collaboration
signed with JI(UA'I,
Nuclear Power and

Energy Agency (
NuPllA)
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REREC has mobilised
Kshs 129.7 Million
from Counties and

Constitueuts for
shilling to Shilling
collaboration on

elecLrilicatiou of Purblic

facilities
REREC has developed
and sllaled ,,vith

Investors l7no. Value
propositions
Submission of the REP

Fund by KPLC is

incorporated in the
Service Level
Agreernent
Sr"rpply chaiu has

analysed all materials in
the stores for optimal
implementation of
Projects

The I(enya Off grid
Access project (

KOSAP) funded by The
World bank is a pioneer
project for REREC to
beneht fi'om tlie Clean
Developrnent
Mechanisn-t

o

o

o

o

Prioritize revetlue
generating
options

Develop financing
Proposals (

Investor Pack )

Ensure eff'ective
collection of the

5% Electricity

optirnize the
materials stock
levels in REREC
Stores

Register potential
CDM projects and

seek Board
approval

o

o

o

o

7o ofFund
generated by the

Corporation
conrpared to
Iixchequer
renrittances

To achieve

financial

sustainability

l'illar 6:
Financial
Sustainability

IIAS CO

The five year Strategic Plan is the Meclium temr drive of the Pillars, vision and Mission of the Cotporation.

Tlie Strategic objectives are the builcling blocks of the Perfbmrauce coutract which is developecl and signed

a,'ually b"t*e"i, the Mipistry and the Board of Directots of REREC. 'fhis is the fuurual plan which is

cascaded clown to all Departnients tluough Annual r,vork plans signed off as Perforll'Iallce contracts which

are evaluatecl Quarterly to tneasure levels of achievertleut aud corrective acticln taken.

P
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7. CORPORATE GOVERNANCE S'TATEI\{BNT

Introcluction

The Rural Electrification and Itenewable Energy Corpolation (REREC) ',r,as established under Section 43 of

the Energy Act of 2019.-l'he Autliority's manclate is set out uncler section 44 of the Act lvhiclr slates that ilie

Corporation is set up 1o:

(a) Oversee the implementation of the Rural Electrification Prograrutne;

(b) Manage the Rural Electrification Prograurme lruncl established under section 143;

(c) Source additioual lunds for the Rural Electril'rcation Progranrme and renewable energy;

(d) Develop and update the rural electrification master plans in consultation with County Govel'mlents;

(e) Develop and r-rpclate the renewable energy urastel' lllan taking into accor"rnt county specific neecls and the

principle of equity in the development of reneu,able erlergy resoLlrces;

(f) Support the establishnent of energy centres in tl"re counties,

(g) Establish fi'amework lbr collaboration with County Goverrulents iu the discharge of its mandate;

(h) Undertake on-farm and on station cleuronstration of u,ood-fuel species, seedling production and

nlanagelrrellt;

(i) Undertake feasibility studies aud maintain data with a view to availing the same to developers of

renewable enelgy resources;

O Develop, prorlote and manage in collaboration with other agencies, the use of renewable energy and

technologies, including but not limited to biomass (biodiesel, bio-ethanol, charcoal, fuel-wood, biogas)

municipal waste, solar, wincl, tidal waves, small hyclropower and co-generation but excluding geotherrnal;

(k) Formirlate, in conjunction with the Agency, a national strzrtegy for coordinating lesearch in renewable

energy;

(l) Undertake, in con-function with thc Agency, reseaLch, development and disserlination of appropriate

renewable ellergy technologies;

(m) Provide an enabling framework for the efllcient and sustainable productiou, conversion, distribution,

marketing and utilization of biornass, solar, wincl, small ltydro's, urr-rnicipal waste;

(n) Promote, in conjunction witli the agency responsible for tbrests, the use of last maturing trees for energy

production including bio-luels and the establishurent o1' commercial woocllots inclucling peri-urban

plantatior-rs;

(o) Prornote, in collaboration with othel agcncies, the clevelopment ol approlrriate local capacity tbr the

rurannfacture, installation, maintenance and operation ol renewable lechnologies suclr as bio digesters, solar

systenls, turbines ancl othel renewable energy technologies;

(p) Promote international co-operation llrogl'ar1lu1es lbcusing orr renewable energy soLlrces,
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(q) I{amess opportunities offered uncler clean development tnechauistn and other mechanisms ir-rcluding, but

lot linitecl to, carbon credit tracling to promote the development ancl exploitation of rettewable energy

sources;

(r) Pror-note the clevelopment of electricity generation through co-generation by surgar millers;

(s) Provicle teclurical and other capacity building support to Cour,ty Governutents in the clischarge of the

function of electricity reticulation aud energy regr"rlation; and

(t) Uldertake any other duty or perlbmr such other function as may be ttecessaty for the executiou of its

mandate r"rnder this Act.

Corporatc Govcrtratrcc Practices

Corporate goventatlce refers to tlte marlrer in which the porver of any organizatiotl is exercised in the

stewarclship of the organization's totat portfolio of assets ancl resources with tlie objective of maintaiuing and

increasiug tlie satisfactrou of the stakeholdcrs, in thc context of the colporate Vision atld tnissiou. The Board

of directors and Marmgetnent o1'llllREC acknowledge tliat the Corporation, as all agent of Govettutteut,

rllaltages public funcls while electrifying rurral areas which t'equire a liigh degree of accountability. In order to

achieve its maudate, and to properly report back to the owuers ou how r.vell it has utilized pLrblic l'esources,

the Corporation has developed and er.nblacecl the ethos of good corporate govelnance. To this eud, tlle

Corporation has takerr deliberate lneaslrres to ensLlre that levels o1'goverttatrce in the Corporatiou are in line

with accepted good govel-nallce standarcls. 'l'[re main corporate Govertlattce practices and structures are set

out in this statement.

Appointment of Directors

The Board of Directors of the Corporatiorr is appointed pttrsuaut to Section l2(l) of the Energy Act 2019.

This sectiol also sets out mandatory qualificatious that individuals urust possess to qualify lbr appointment

as clirectors. The chaimian is appointed by the President of the Republic of Kenya to serve l'or five (3) years

ancl uray be re-appointecl for oue further terur of three (3) years. I)irectors are appointed by the Ministet' o1'

Elergy [o1 a three (3) year temr but can snbsequently bc re-appointed lbr a lurther term of tlrree years.

The Boarcl consists of eleven (l l) ctirectors. l'r,vo are dt'arvtt fiom Goveurtnettt that is, the Pertlanent

Secretary,Ivlilistry o1'linergy ancl the Pemranct'tt Secretary, Ministry of Financc. l-hc chairmatr of the Board

alcl the other eight (8) directors ale drar.vn li-out both the private and public sectol'. 'l'his provicles tlre

llecessaly prix of skills, experience ancl exltertise to tlte Boarcl tltat are reqr.rirecl to propel the Corl:oration

towarcls ureeting its Legal manclate o[' spearheading l(enya's renewable energy drive, in addition to

implernenti ng rural electri fication projects'
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Interfaces betrveen the Corporation ancl Government

The Corporation is a State Corporation pulsLrant to the State Corporations Act. it is a body corporate,

govemed by the principles of Corporate Governance but beir,g a State Corporatiotr established by an Act of

Parliarnent, it does not have sliareholders as def-ured in the Conrpanies Act, Chapter 486. The equivalent to

sirareholclers is tlie Governrnent, which under the State Corporations Act, has the ultimate legal authority

ovel State Corporations. To ensure proper linkages with Govelulneul ancl ploper infbnnation flow, the.

Permanent Secretary, Ministry of Finance and the Permauent Secretary, Ministry of Energy are Board

menrbers while tlie Inspector General (Clorporations), hrspectorate of State Corporations, attends Board and

Corunittees meetings on invitation. The three are able to give policy direction to the Board to ensure

clecisions made by the Board are in tandenr with Governrnerlt policy. The Board also, iu keeping witli

Govemnent policy, consults wiclely with T'reasury anct tlie State Corporations Advisory Courmittee (SCAC)

tluough the parent ruinistry fi-orn time to time and is keen to implement guidelines that are issr"red by

Govermttent fi'om time to tiure throurgh circulars.

lloard N'lanual, Board Charter ancl Cocle of llthics

The Board acknowledges that it is the custodian of good corporate govemance irr the Corporation, and it has

the responsibility to ellsure that prolrer Govemance Strutctures are developed and properly implementation to

this end, it has put in place slrr.rctures both at the strategic and operational level to support good corporate

goverrlatlce in the Cotporation. At the operational level, all systeurs and procedute tnattutals are in place and

are continuously monitored tll'ougl'r the various Board Committees. [n order to guide its business, tlie board

operates in accordance with the principles set oLlt in its Board manual, Board Charter and Code of etllcs and

conduct.

lloard Manual

This is a leference guide tbr Directors of the Corporation. It seeks to expound ancl explaiu the collective and

individual powers, duties, obligations, respousibilities ancl liabilities of Directors. It also highlights the

requirements of good Corporate Covemance which al'e uecessary to bring the standards of Corporate

Governance in the C-orporation up to International best practice. Specifically, the Boarcl Manual clearly spells

out the roles and cluties ol' the Chailmarr, Directors, CtlO and l\4anagenrent; the liabilities ol'clirectors; the

interface between the Gorrernrlent ancl tl-ie Corporation; proceclures ancl concluct of meetings; terr.ns o1'

reference of varior.rs Iloard comurittees, capacity building o['Dilectors and evaluation o['the perlormance ol'

Dilectors. 'Ihe Manual also claboratcs the key tenets o1'Corporate Governance.

lloarrl Charter
'lhe Charter seeks to lacilitate the el'l'ecl"iveness ol'each Director''s coutribution, consistent with the standarcls

ol inclependent judgement, ethics ancl integrity that Directors are expectecl to observe as they provide
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leadership in achieving the Authority's uranclate as articulated in Section 67 of the Energy Act, 2006. By

abiding to the Charter and living the values of the Atrthority, the Iloard has courtnitted that it will provide

leadersliip and strategic direction to the staff in achieving the Vision and Mission of the Authority. In

'sultlulary, the charter covers the following; that Directors shall always act in the interest of the Authority;

bave conunitment to attencl meetings and to meaningftllly contribute to tnatters before the Iloard; upholcl the

cole values of the Corporation; observe confidentiality; be comnritted to Iloard evaluation at the encl of every

year; be responsible to all stakeholders inch"rding statf ancl observe pl'oper financial ltlaltagelllel-lt of the

lrublic Iuurds bestowed on them.

Coclc of Ilthics aucl Cottduct for Directors and Stalf

A Code of Ethics and Conduct for Directors and sta{f have been developed ar,d signed by all clirectors and

staff as a demonstration of individual corulitment in upholdir-rg good corporate govelllallce. The code sets

ourt the ethical rules that govent the conduct of individual Directors ancl staff wliich are consiclered essential

in providing guiclance and clirection in the nlarrler in which tuetnbers of the Board and staff is expected to

conduct themselves when handling lratters relating to the Corporatiou.

It is intended to establish standards of ethical concluct and behaviour for both the staff and the Board of

Directors of the Corporation, so as to maintain integdty and impartiality iri the provision of services to

rnembers of the public. The main areas ir-r the code inclucle; to alu,ays uphold good faith and act honestly; to

always promote and practice failness to all stakeholders in the course of executirg their tuandate; to have

integrity and to always declare interest whenever there was au issue related to him/her tliat is before the

Board; upholding confidentiality in matters of Corporation that conle to their attention by virtue of their

positions as staff or clirectors; not involving themselves in any busiuess transaction with the Cotporation; not

to misuse Corporation property; comltliance with Corporation policies and being sensitive to the customers

that tliey serve.

The Rolcs ancl llespolrsibilitics of thc Chairmalt

The Clhairman of the Boald lvho serveclduring the year uncler review was Dr. Simon Gicharu. The Chairman

provides the required leadership to the Board ancl manages the al'lhirs of the Board with the assistance of the

Chiel Executive Oftlcer. The urain duties of the clrairuran inclutde; Provision of ovelall leadershilt to the

Board and chairiug all board nteetiugs; settiug thc agenda ibr rreetirtgs itt cousttltatiou vvith tlre CEO ancl

efficiently conclucting boarcl meetings; harnessing the collective skills of the board ancl execlttive teal'lt;

creatilg tearl'uvork alnoug Directors and also betlveeu thc Dilectors ancl Mattagelllellt; ensuriug new directors

are properly iuductecl; encoulaging clirectors to {irlly perrticipate in lroald deliberatiorrs; overseeiug the

clevelopment o1' the Board's amrr.ral business plan ancl pt'eparatiort of the Corpolatiou's autrual Perforurauce

Conl,racts; ensuring that there are coustant straLegies lbr tnouitoriug ancl evaluatiug the ellectivetress of thc

Board, the Chairman, inctivich,ral Dilectors, senior nlzlllagelllcllt and the entire Cotporatiott; actirtg as all
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infonnal lin[< between the Board, Management and Goverrulent.

The Roles ancl Ilesponsibilities of the Board

The furctions of the Board are strategic in nature in that tl'rey provicle overall leaclership to rnauagernent to

ellsul'e that tlie Corporation is at all times on course in achieving its mandate. The Iloar-d o1'the Corporatiou

is mandatecl to exercise all tl,e powers of the Corporation within thc fraureworl< of the llnergy Act and the

laws ancl regulations that regulate State Corporatior-rs, in particular the State Corporations Act, Cliapter 4i6.

The main functions of the Board include;

(a) Manage, supervise and administel the assets ol'the Agency in such a nlalllrer as best prorrotes the purpose

for r.vhich it is established;

(b) Deterniine the provisions to be rnade for capital, recurreut expenditr"rre ancl reserves of the Agency;

(c) Receive any grants, gifts, donations or endowurents on behalf of the Agency and rnake legitirnate

disbursements there from ;

(d) Open a banking account or bank accounts for the fi-rnds of tl-re Agency;

(e) Approve the annual work plan inclurcling the short and long term prograurs of the Ageucy; and

(0 Any other function that eril'rances or adds value to the proper pelformance of the Agency.

The Directors who servecl durir,g the year under re.riew wele Prof. Simon N. Gicharu (Cirain"nan), I)r.Er"rg.

Joseph Njoroge (PS, MOE), Evans Mutari (Alternate to PS-MOE), Dr. Muia (CS, National Treasury), Mr'.

Mugarnbi. (Altemate PS, Treasury) Eng. llenson l(amau I(ariuki, Mr. AIex I(iptekwei Chesosi, Mrs.

Josephine Muritu, Mrs. Beatlice C. I(emei, Hon. Nicholas Ngikor Nixon, IJon Benarcl Bett, Mr. Ezekiel

Weya, and I{on. George Oner.

Thc Roles and llcsponsibilitics of the Chicf flxecutive OIIIccr

The Chief Executive Otficer (CIIO) who served during the year under review was Mr. Peter Mbugua. The

CEO is the Corporatiotr's most senior eurployee. The n-raiu responsibilities of the CEO are set out in the

Board manual and are summarized as follows; recourmencling policy, strategic direction aud business plans

lbr Board approval; in charge of the day to day rumring of the Corpolation irnplerlenting lSoard decisions;

submitting reports on tlie perfonnance ol'the Corporertion to tlte Board; iurplemetrting tlie corporate Strategic

plan; submitting financial reporls to tl,e Board fbr apploval belbre audit; prepariug ancl implementing the

annnal pelforurance colltl'act {br the Corporation; Developirrg all the systems and procedures and

recommending them to the Boarcl lbr approval; Preparation of quartelly Perlbmtance corttrelcl reports;

procurerlrent of goods aud services. pleparatior-r ol'lirncling ploposals; attending to staff rratters; ensuriug that

a proper training proglan'ulre fol the stafl'ancl the IJoarcl is iu place attd properly implemented; ensuring thaI

the Ar.rthority lias the right staff at all times; putting in place a proper successiorr plan; ensuring that there is a

good working envirorulent fbr stall acting as the liuk bctween the Boarci ancl the stalt commr.uricating

Board decisions to stalT aud creating tcar-nvvork rvork antoug the staff aud also between tlie Iloard ancl

rnarlilgel-nel1t.
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The Rolcs of tlre Authority Secretary

CS Lucky Rono servecl as the Corporation secretary during the year undcr review. The duties of the

Corporation secretaly are enumerated in tlie Board manual as follows; iu consultation with the CEO;

provision of secretarial services to the Board and Board committees; Organizing Board and Boarcl cotlntittee

' meetings ; advising ltlallagetrellt on content and organization of ureurorauda or pt'esentations to the Board

meetings; Circulating Boarcl papers to directors in good titne to ensllre that directors have sulficient time to

prepare for Board and Board committee rneetings, ensuring that urinutes are taken in all rneetings and that

the minute books ale ploperly rnaintained; ensuring that that all Board conmrittees are properly cotlstitutecl

and provided with clear terrns o1'reference; ensuring tirat the Corporation is at all tintes compliant with all the

Laws and Govermnent policies issr"red from tirle to tirle; development and impletnetrtation of a schedule of

Board and Board comruittee rneetings and other board activities errery year, ancl developrneut and

inrplementation of a capacity building prograrnme fbr Dilectors.

Board Nllectings

Tlie State Corporations Act plovides that the Board shall ureet at ieast four (4) titnes in a year The

responsibility of deciding the number of ureetings that the Board and Board comtrtittee sliould hold is vested

on the Board. ln order lo ensure that Directors plan early, the scheclule of Boald tneetings lbt each fiuaucial

year is approved by the Board at the beginning o1'the year. Special Board tneetings tnay be called frour time

to time to addless specific issues that camot wait for the schedurled meeting. Notices to board tneetiugs are

sent fourteen (14) days befole the rneetirrg. Board papers are circulated at least seveu days before meetiugs.

T'he Chairruan provides leadership durring Board rleetings aud strives to ensure opett aud constructive

discussions during the meetings. Dr"rring the year under review, the Board held seven (7) Board ureetings.

The avelage attendance to Board meetings by Directors recorded durir,g the year was about 80%. This good

attendance made it possible for crucial decisions and approvals to be given aud heuce Managemeut was able

to implement Board decisions in good time. The board is allowed to obtain or,rtside iudependent professional

aclvice from qualified indivicluals iI they consider it necessarry. J'l're costs for such services are tuet by tlie

Corporation to eusure involvement of Dilectors in Boarcl ntatLers, Directors are allowed to propose Agenda

items during Board meetings.

Comnrittces of the Bonrcl

The State Corporations Act gives llo,wet's to the lloarcl to constitr.rte such other stancling conunittees as it

deems fit. Boarcl committees are designecl to cnsure that that the Board is run eftlciently, cflcctively and in a

lu"launer that ernbraces Corporate Governauce. 1'hey delve ir-rto issues tltal require attetttion antl this way, the

conrmittecs are able to give gleatcr attention to issues aucl theu report back to the Boarct. "fhis er"rables the

Board to deliberate or-r issues ancl make nrore inlbnnecl decisions. hr order to acltieve tliis, the Board has

established live (5) comrnittees as follows;
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a)

b)

c)

d)

e)

Auclit Committee

Finance committee

Strategy and Project Implementation Committee

I-luman Resources Comurittee

Procureruent Oversight Commi ttee

In coming up with the members of tlie various Corurittees, the Boarcl is guidecl by the area of specialization

of each Director.

'l-he Conunittees meet at least tbur times in a year. I-Ior,vever, special meetings may be called fi'om time to

time to deal with specific rlatters. Notices to meetings al'e sent flourteen (14) days to tl're date of the meeting,

and papers for discussiorl are circulated seven (7) days to the date of the meeting. This way, meurbers are

ztble to adequately prepare for meetings and give meaningfurl contribution.

Unless expressly delegated by the Board to one of its committees, all matters cletermined by conrmittees are

subrlitted to the full Board as l'ecomltendatiorrs for Iloard clecision. All committees are allowed to obtain

outside independent professional advice frorn qualificd individuals to advice on specific issues if they

consider it necessary. The costs for such services are ll1et by the Authority. Each conrmittee has its own

temrs of reference that guide its operatiorls as sLlrllmarized here belo"v;

Audit Comnrittcc

The Audit Con'rrnittee is basically tlie watclidog for the Authority. lt ensures that all the systems in the

Autl'rority are functioning ploperly. The main telms of rel'erence as provided for in the Board mannal are as

follows;

(i) Support the Board of Directors in reviewing the effectiveness o[' the Autholity's plocesses of

Corporate Govei'nance;

(ii) Review the amual financial statenlellts and consider whether they are cornplete, consistent and

reflect appropriate accounting 1:rinciples and make appropliate recoir. lendatioris tbr rlecessary

action;

(iii) Itecorunending financial statements to the Boarcl lbr approval belbre subnlission to the

Controller and Auditor General lbr auclit;

(iv) Review the result of tl're auclit on the financiaI stateurents by the Extenral Ar"rclitor or any oLher

ir-rspector or investigator eugagecl by RlllLEC;

(r,) Consider the ef{'ectiveness of the ltllllECl iutemal control systelns establishecl by management to

eusure compliance r,vith policies. laws ancl rcgulations;

(vi) lteview the lisk l'ualragenlent ll'ar.ueu,ork and assess policies and controls clevelopecl by

Ivlauagement lbr risk assessment ancl risk management;
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(vii)

(viii)

(ix)

l{eview and approve the intemal audit plan, charter atrd uranual;

Review the activities, or-eanizational structure and qualifications of tlie irlterual auditors;

Assess managelnents' action on significant fir'rclings and audit recottrlneudations and ensure that

action taken is adequate to maintain the integrity o1'the finaucial systems.

A4vise the Boarcl o1 strategies to be acloptecl iu otder to euhance perfonnance of the Corporation

towards achieving its tnandate and objectives;

Develop arnual wgrk plans for the courmittee aucl eusure courpliauce with the same;

ILeceive ancl colsicler the reports o1' all proposed trew business pretctices, policies and capital

developtneut

Revielv the Corlroration's Marster plan [i'om titrre to tiure and ruake recotrrt'ueudatious fbr its

arnenclment to the Board;

Develop, Review a1d oversee the implerreutatiou of the Corporatiou's corpot'ate strategic plan;

Consider ancl rnake recommendations to the Board on alr autrttal basis ou project iclentilicatiotr,

preliminary costing o1' pro.iects arlcl lirnds alloctttion.

Monitor the Corporation's perforlllallce.

In aclclition to the Terms of Reference, the committee also has an Audit Cormnittee Charter that defines how

they are supposed to execttte their responsibilities.

liinance Cornmittee

T5e com:littee is respousible for lrinancial Management and plopel'resoulce allocation in tlie Corporatiou.

The Temrs of reference of the cotnmittee are as follo',r's;

(i) Develop ancl recourrnend to the Board the Corporation's Amrual tludget;

(ii) Develop, review ancl approve urajor changes in the Corporation's ztccotttltiug policies;

(iii) Oversee the preparation of year-end hnancial statenlents of the Corporatiorr,

(iv) Develop strategies aimed at achieving financial sr-rstainability for the Clotporation,

(v) Consicler ancl rgcomn1end to the Board Barikir-rg lacilities and Corporation levels;

(vi) Eusure proper [inancial l'Ilanagelnellt systeurs are iu place;

(vii) Develop a financial rnonitoring system for the organization

Strategy aud Pl'oject Implcmentation Committec

The maip responsibility of this conunittee is to ensure that tl,e Authority's strategic plan is in place and is

beipg iliplernentecl. The Courmittee also monitors the Corporation's performallce. The Committee's Tertns

of refelence are set out in the Board manual ancl sutntttarized here below;

(i)

(i i)

(iii)

(iv)

(v)

(vi)

(vii)
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I'Iuman Resources Committce

The overall responsibility of the l{uman Resource committee is to ensure that proper policies are developecl

to manage the Corporation's humall resource in accordance u,itl't the labor Laws and any other applicable

laws. 'llreir Terrns of ltefercnce are enuu'rerated in the Board manual and sururnarized here below;

(i) Oversee human l'esource plarming ancl ensure that tlie Authority lras the right number of staff at tlie

right time and at thc right place capable of deliveling the Authority's mandate;

(ii) Consider and recomuend the Authority's staff establishment and reurnneration, including bouuses

and other incentives, to the Boald for approval;

(iii) Consider staff recrlitment and nrake recorlmenclations to tlre Board and to ensure that tlie

recruitment process is done in a fair mauner,

(ir) Applove the training plan fbl the Corporation and recommend the training budget to the Board for

apploval;

(v) Develop and oversee the implementation of a health ancl saf'ety policy for the staff in the r.r,ork place

as required by the law;

(vi) Develop anti-sexual halassurent policy, I-IIV policy ancl an ecl.ral employment policy for tlie

Authority as recluired by the larv;

(vii) Develop ancl oversee the implemeutation of a cornprehensive human resource uranual for the staft

and to revierv it from trme to time;

(viii) Ensnre that the Authority complies with all the labor-rr laws and Goverrurent circulars released by the

office of the Presiderrt froui tiure to time;

(ix) Ensure that staff has a conducive work environment.

Procurement Oversight Committcc

The overall responsibility of the cormnittee is to ensure that the annual pl'ocurenlents unclertaken by

Management are able to support the amrual bnsiness plans for tl-re Corporation. The l enns of llefelence are

provicled for in the Board manual and are sunmarized as lbllolvs;

(i) Discnss and propose to the Board tire Corporation's arurual procurement lrlan for approval

(ii) lleview of the amrual procurerlrent plan when need arises.

(iii) Eusure aclhcrence to the procurement plau

(iv) Ensure tliat the Corporation's 1:rocureurent lrlau is capable o['enabling the Corpolation achieve its

mandate.

(v) Monitor the implementation o['the procurelllel1t plan to ellsLrt'e that it conforms to the approved

budget.

(vi) Ensure that procr"rremeut rcports are subnritted to the Boald.
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of tlie Board are paid out of tlie funds of the Corporation, such sitting or other

as the Board may, within the scales of remuneration specified from time to tirne

Advisory Committee, approve.
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8. MANAGBMBNT DISCUSSION AND ANALYSIS

During 2020121 linancial year, the lLural Electrification Authority QfEA) tlansited to Rural Electrilication

and Renewable Energy Corporation (If.ERllC) thlough the Energy Act of 2019. ITEREC's focus coutiuued to

be on electrification of the reuraining public facilities, rmainly seconclary schools, polytecltrics, healih

centres, trading centfes, tea buying centres, col'fbe processing plants, r,vater projects aucl adrninistrative

offices.

RERIIC also continued with the cortnection of ail custolners within 600 meters radius of the transformer for

all rlew projects it implenrented under the I-ast Mile Comiectivity initiative rvhere 4,217 new

cr.rstomers/housel-rolcls were coullected to electricity during the year. Under this J,ast Mile Constituency

Transfomrers pl'ogramnie, REItllC has been ir-rstalling exteusiou trattsformers iu areas with existing power

Iines and rlaximizing tlien: by comrecting custome[s within their vicinity.

Othcr Achievemcnts

l. Two (2) Isolated Diesel Stations rvere on-going, natnely: Maikona and Sololo

2. Solar Mini grids - 18. werc cornl:leted while trvo (2) otliers were in progress

3. Garissa 50 MW SolarI)lant was courpleted, inNovetnber2018. Plant is itr production aud couuected

to the national grid.

4. Turkwell - Lokichar Project rvas 9570 corlplete pencling installation of the OPGW cable.

5. 223 Public Facilities were electrified.

6. New primary schools - 268 had been identifiecl for electrification (179 to be done on grid aucl 89 on

solar), these are expected to be completed during the IlY2019/20.

1 . 4,217 New Custorners were colrlected to electricity.

8. 451 transfonners were installed under the constituency maximization fund

Iilcctrifi cntion Off-grirl arcas;

REA's focus since inception has been to supply electricity to the uu-electrifiecl public tacilities iu rural areas

Electrillcation of Off-gricl areas has been throrrgh;
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more on renewable energy sources. During the year, 18 Solar Power rnini grid

out of 25 for Public facilities and household connections, only two (2) were still

were financed by Govemment of Kenya in20l8/9

r Power Plant

of the 54.6 mw Solar Power Plant in Garissa County, in November 2018

and connected to the national grid increasing the countr5/'s power supply.
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9. COIIPOIIATE SO CIAL ITBSPONS II}II,ITY STATI,N{BNT/SUSTAIN AI}II,I'I'Y

ITI1PORTING

Rural Electrification and Renewable Energy Corporation (REREC) exists to transfonn lives.
Tliis is our purpose; the driving fbrce behind evelything we do. It's what gr-rides r"rs to deliver
our strategy, which is founded on 5(five) pillars: putting the custorlerlCitizen firs't,
delivering relevant goods and services, and ir,rproviug opelational excellence. Below is a

brief higlilight of our achievements in each pillar. r

l. SustainabilitS, strategy and profilc
In implernenting its projects, tlie Corpolation is cognisant o1'the social and environmental
impact of its projects on the host comnrunities. The Corporation has put in place a Corporate
Social Ilesponsibility fi'arnework that is in line r,vith tire Corporation's Mission wliich is "T'o
provide sustainable erlergy solutions for all through rural electrifioation arrcl r'errewable

energy for sociaI economic trarrsformation".

The Corporatiolr's CSR policy framework is cognisant of the fact that its perforrnance in
relation to tl-re society in whicl'r it operates and its impact on the environment is critical in
measuring rts overall perfonnance and its ability to continue operating eff-ectively. It is also
cognisant of the fact tl,at in the long run, all the Corporations' activities depend on the liealth
of tlie ecosystems around it. This is, in part, a leflection of tlie growing recognition of the
need to ellsLrre healtliy ecosystems, social equity and good organizational governance.

2. Environnrental perlornlancc

Tlie Corporation's rr-rajor projects are all subjected to Environmental hnpact Assessment as

reqtrired by law as anchored in the Constitution of I(enya, ?-010, 'l'he Er-rvirorunental
Management and Coordination Act 1999, The Environurental (ln-rpact Assessment and

Audit) Regulations, 2003, Legal Notice No. 101 and The Environrnental (Impact
Assessment arrd Audit) Regulations, 2003, Legal Notice No. 101 .

The Corporation's Corporate Social Responsibility programme ol1 envirorunental
conservation is currently operating under the Presidential directive rnacle on 1l May 2018,
wlrere all Parastatals were directed to set aside l}oh of their Corporate Social Responsibility
btrdget to plant trees for the attainment of 10olo forest cover by the year 2022.

Every year the Corporation cau'ies our tree planting initiatives across the country. Recent
projects that have been carried out in collabolation with the l(enya lrorest Researcli Institute
have involved setting up of tree nurseries in the counties oi' Nyeri, I(ilifi, l(isurnu ancl

Turkana. In the 2020121 f-rnancial year, the corporation undertook a tlee planting exercise in
I(ilif-i CoLinty at Prvarri University where 10,000 seecllings r,vere planted.

3. Bnrploycc rvclfarc

'flie Corporatiorr has pnt irr place a l-luman ILesource ancl Proceclures Marural with the
fbllor,ving 1loIicy stateurents:

n The Corporation is an eqr.ral opportLrnity employel and sliall not in its recmitrnent
ancl selectiolt process, cliscriminate on the basis of gendcr, race, clisability, religiou.
cthnicity or any otlrer lonn of cliscrimirration.
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o The principles of affiunative action, gender and persons living with disability and

national values will apply irr the recruitment process. The Corporation shall observe
gcnder rnainstreaming, balance on appointment, promotion and ensure that a

minirnum of a third (1/3) are of either gender.

Short listing criteria shall inch"rde minimum constitutiorral and statutory requirements
ancl shall be on merit (rleeti.ng minimum requireurents as advertised). The
requirement for Gerrder arid Disability Mainstreaming may be considerecl.

The policy also provides flexi hours for staff. An expectant Ernployee is entitled to
tirne off fi'om u,olk with firll pay iri order to attend antenatal clinic aud any hospital
appoirrtrnents relating to her pregnalicy.

o

o

Management has put in place an OSFIA comrnittee with Ter-ms of Re{'erence including:
. To enslrre the safety, health and welfare of all persons working at REREC offices

and premises.
o To el-rsllre infonnation is providecl to all ernlrloyees on issues related to plants,

equipurent and tools in order to avert any accidents wliich may arise.
. To er"rsure all RERIIC offices arrd plenrises arc registered u,ith the Director of

Occrqrational Iiealth and Safety (DOHS).
. Ensure health and safety audits are conducted once a year by an external auditor

approved and certified by Directol of Occupational Health and Safety.

4. N'larl<et place practices-

" In carrying out its activities, the Corlroration is guided by its Customer Service
charter that outlines the services proirided arrd expected timelines of the selvice to be
provided.

o The Clorporation has also put in place a Complaints Handling System where
Complaints received are mallaged fiom a central point. Monthly and quarterly
reports are generated on the same. Quarterly reports are sent to the Commission on
Administrative Justice for their infonnation and annual rating on cornplaints
liandling and managelnent.

n The Corporatiou is currently implenrerrting the Access to Goverrllent Procurernent
Opporlurnities (AGPO) programrne whose objective is to facilitate the youth, wolrerl
ancl persons with disability-owned enterprises to tre able to participate in goverrrment
procurernent. The Corporation has set asicle 30% of its procurement spent lbr
pLll'poses of empoweriug youth, \vomen and persons ',vith disability-orvned
entel'prises.

" 'fhe CorPoration embarked on the automation of its procr"u'eutent system in Febrr"rary
2017 in resporlse to tl.re Presidential Directive that all State Corporations adopt E-
Procuremeut iu a bid to cnhance elficiency and tlanspareucy in planning, br-rdgeting
ancl procureurent o1'goods and services ir-r the Purblic Service. SRM has enabled the
Corporation to organize its interactions r,vitli its critical suppliers in a more efficient
ancl el'fective and transparent ll1al1ller and thereby recluce the time taken to pl'ocure
project rnaterials.

5. Communit5, Engagcmcnts-
In tlie past orle yeal', the Cor'poration has ir-nplertentecl tlie fiollor,i,ing Colporate Social
Rcsponsibi I i ty activi ties:

xlii



Rural Electrification and llcnewable Encrgy Corporation
Reports and Financial Statements
For the year ended June 30, 2021

Education:
o The Colporation has been working in collaboration with the Kenya Prisons to provide desks

to various needy schools across the country. The partnership has supported the I(enya
Prisons by providing an income generating activity and also supported the education efforts
in the various schools in our pioject areas. Beneficiaries in the 2O2Ol21 financial yeir
included schools in Marsabit, I(iambu, Bungorna and I(isii counties.

" The Corporation has donated textbooks sourced from the Kenya Literature Brr"uu tl
various needy schools. Recent beneficiaries in the 2020121Financial year have been schools
in Taua River, I(isii, Tharaka Nitlii, Murang6, I-lornabay, Migori, Garissa, Wajil and

Mandera counties

REREC donated newspaper bales to R.S. Ndingi Mwana' A Nzeki Foundation in May,
2021. The donated newspapers will be sold to raise funds for bursaries for needy students in
I(enya uncler a ftucls drive dubbed, 'The one million Kilogram Newspapel Project.

o

o REREC supported "Iouch a Learner's Foundation' tluough a contribution of l(shs. 200,000

in aid of school fees for needy blight pupils at St. Martins Kathouzwerri Primary School in
Makueni County.

I{ealth:
Every year, the Corporation runs a health camp in collaboration with a selected county
govemlrent for purposes of providing fi'ee health services and education to local
communities. in the 2020121 financial year the Corporation held a health catnp in Meru
County in collaboration with the county goverunent. The purpose of the health camp was to

offer outpatienl. rnedical services and screening for cancer arrd othel non-co1t'Irllunicable

diseases (NCDs)
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10. RIIPOI{T OF TI.IE DIITECTOI{S

The Directors submit tlieir report ancl auclited financial statements for the year encled 30'l' .Iune 2021 wliich

disclose thc state of affairs o1'the Corporation.

Principal Activities

The principal activities of RERITC as stipulated in section 44 of the Act are as follor,vs;

(a) Oversee the irnplementation of the Rr.rral Illectril'rcatiou Programnc;

(b) Manage the Rural Electlification Proglamme Fuud established under section 143;

(c) Sor"rrce additior-ral funcls for the Rural lllectrification Programme and renewable ellergy;

(d) Develop anclupdate tl're rural electrification nlaster plans in consultation with Corurty Govemments;

(e) Develop and upciate the lenewable energy r.naster plan taking into account county specific needs and the

principle of equity in the developlllent of rener,r,able energy resources;

(1) Support the establishment o1'energy centres in the counties;

(g) Establish framework for collaboration with County Goverrl'ueuts in the clischarge of its mandate;

(h) Undertake on-famr ancl on station demonstration of i,vood-fllel species, seedling productiou and

management;

(i) Underlake feasibility stLrdies and rnaintain data with a view to availing the same to developers of

rene,rvable energy resources ;

(j) Develop, promote ancl managc in collaboration with other agencies, the use of renewable energy and

technologies, including but not linrited to biomass (biodiesel, bio-ethanol, charcoal, ftiel-'*,ood, biogas)

municipal lvaste, solar, r.vind, tidal waves, small hydropower and co-geueration but excluding geothemral;

(k) Fonnulate, in conjunction witl, the Agency, a national stl'ategy for coorclinating research in renewable

eliergy;

(l) Undertake, in conjurction with the Agency, r'eseaLch, development and disseurination of appropriate

renelable energy technologies;

(ni) Provicle an enabling framework for the efficient and sustainable ploductioll, collversion, clistribution,

rurarketing ancl utilization of biomass, solar, wind, smalI hydro's, urunicilral waste;

(n) Promote, in conjunction with tl-re agency responsible for' lbrests, the use of fast maturing trces for energy

prodr-rction ir-rclucling bio-{uels and tlie establislrment o1' commercial u,oodlots including peri-urban

pIantations;

(o) Promote, in collaboration witl"r other agencies, the ctevelolrurent of appropliaLe local capaciLy for the

manufacture, installation, maintenance ancl opelation o1'reuervable tcchnologies suclt as bio digesters, solar

systerl-ls, tlrrbines and otlter reuewable energy teclinologies;

(p) Prourote intematioual co-opcration prograu'ulres fbcusit-tg on renewable erlergy sources:

xliv



llural Electrification ancl llenewable Encrgy Corporation
Reports and lrinancial Staternents
For the year ended June 30,2021

(q) I{arness opportunities offered under clean developrneut mechanistn and other tnechanisurs including, burt

not limited to, carbon credil trading to promote the development and exploitation of renewable energy

soulces;

(r) Promote the developn'rent of electricity generation tlirough co-generation by sugar millers;

(s) Provide technical and othel capacity building sLrppoft to County Govemrnents in the dischalge of the

function ofelectricity reticulation and energy regulation; ancl

(t) Undertake any other duty or perlbnn such other function as n'ray be necessary for the execution of its

rnandate uTdel tl'ris Act.

llesults for the ycar

The results for the Colporation for the yeal' are shown in the Staternent of Financial performance as set out

on page I

Directors

The Directors who seryed during the year are as shown in pages 7-14

Auditors

The Auditor General is responsible for the Statutory Audit of the Corporation's books of accounts in

accordance with provisiorrs o{'the Public Audit Act,2015.

By Order of the Board

CS. Ilono

Ag.
30th

Corporation Secretary
September 2021
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11. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 82 of the Public Finance Managernent Act,2012 and section 7l of tlne Energy Act 2006, requile the

Directors to prepare financial statements in respect of that Cotporation, wirich give a true and fair view of the

state of affairs of tl,e Corporation at the end of the financial year aud tire operating results of tlie Corporation

for that year. The Directors are also required to ensure tl-rat the Corporatiou keeps proper accountit-tg records

which drsclose with reasonable accuracy the fir-rancial position of the Corporatiou. The Directots are also

responsible fbr safeguarding the assets of the Corporatiou.

The Directors are l'esponsible for the preparation and preseutatiou of the Corpotation's fiuatlcial statenlents,

which give a true and fair view of the state of affairs of the Corpotation for aud as at the end of the financial

year encleci on June 30, 2021. This responsibility includes: (i) n-raintaining adequate financial rnanagenlent

arrangernellts alcl ensuring tirat these continue to be effective tl-roughout the reportiug period; (ii)

mailtaining proper accounting records, which disclose with reasonable accuracy at any tirne the financial

positron of the entity; (iii) designing, irnplementing and trtaintaiuing intemal controls reievant to the

preparation ancl fair presentation of the financial stateutents, aud eusuriug that they are free frotn rnaterial

nisstatements, whether due to error or fi'aud; (iv) safeguarding the assets of the Atrthority; (v) selecting and

applying appropriate accounting poiicies; and (vi) making accountiug estiurates that are reasonable in the

circurnstances.

The Directors accept responsibility fol the Corporation's finaucial statements, which have beeu prepared using

appropriate accounting policies supported by reasor-rable and prudent judgrnents and estimates, in confonnity

with htternatiolalPublic Sector Accounting Standards (IPSAS), and iu the tnattner required by the I']FM Act

and the State Corporations Act. The Directom are of the opinion that the Corporatiorr's finaucial statenlents

give a true and fair view of the state of Corporation's transactious dudng the fiuancial year ended June 30,

2019, and of tl-re Corporation's financial position as at that date. The Directors fur1ha confimr the

conpleteness of the accounting records maintained for the Corporation, which have been reiied upon in the

preparation of the Corporation's financial statelnents as well as the adequacy of the systen-s of internal

financial conh-ol.

Notiripg has come to the attention of the Directors to indicate that the Coryroration will not remaiu a going

cotlcenl for d least the next twelve months fi'om the date of this $atement.

Approval of the financial $atements

Tlre Corporation's firrancial staternents were approveci by the Boarcl orr 4W WZPlAel2021 ancl siglred

on its behalf by:

r)='f'-..
(

----
CPA. Peter K. Mbugtta
Chief Executive Officer

>\
- \-
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

Enhanci ng A ccoun I a hi I i ty

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR,GENERAL ON RURAL ELECTRIFICATION AND
RENEWABLE ENERGY CORPORATION FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Rural Electrification and
Renewable Energy Corporation set out on pages 1 to 48, which comprise of the statement
financial position as at 30 June, 2021, and the statement of financial performance,
statement of changes in net assets, statement of cash flows and the statement of

30 June, 202 I



comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

!n my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the Rural Electrification and Renewable Energy Corporation as at
30 June, 2021 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
do not comply with the Public Finance Management Act, 2012 and the Energy Act, 2019.

Basis for Adverse Opinion

1. Variance Between Financial Statements and Ledgers

Comparison of balances reflected in the financial statements with those in ledgers reflect
unexplained and unreconciled variances of Kshs.8,595,681,628 as detailed below;

Component

Financial
Statements Figure

(Kshs.)

Ledger
Balance
(Kshs.)

Variance
(Kshs.)

Advance to Vendors 950,734,000 277,909,373 672,824,627
Deposits - Rent 14,627,000 14,437,436 189,564
Other Receivable - Sale
of Power

586,864,000 522,963,843 63,900,157

lnsulators 227,804,000 229,590,026 (1,786,026)

Surge Diverters 585,720,000 584,845,734 874,266
Work in Progress 16,252,778,000 8,858,353,460 7,394,424,540
Tax payable - Withheld
tax 5o/o Prof.Fees

2,793,000 1,793,000 1,000,000

Tax Payable - Withheld
VAT

172,536,000 13,516,000 159,020,000

Tax Payable- Withheld
tax2o/o Agency

2,572,000 343,000 2,229,000

Kenya Commercial
Bank Escrow US Dollar
Account Balance

1,252,985,000 1,326,847,276 (73,862,276)

Co-operative Bank
Fixed Deposit Account

1,300,231,000 1,299,999,999 231,001

lnventories 5,014,548,000 3,479,650,840 1,534,897,160
Staff Advances 5,052,000 15,045,185 (9,993,185)
Sale of Electricity 487,394,000 515,181,000 (27,787,000)

Reporl of the Auditor-General on Rural Electrification qnd Renewable Energt Corporation for the year ended
30 June, 202 I
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Component

Financial
Statements Figure

(Kshs.)

Ledger
Balance
(Kshs.)

Variance
(Kshs.)

Comparative Sale of
Electricitv

509,614,000 535,624,000 (26,010,000)

Revenue 5% - Rural
Electrification Projects
Levy

5,201,872,000 6,296,342,200 (1,094,470,200)

Total 32,568,124,000 23,972,442,372 8,595,681,628

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

2. lnaccuracies in the Financia! Statements

The following variances in the financial statements were noted;

Note 32 to the financial statements reflects computers net book value of
Kshs.59,307,000 while re-computation revealed Kshs.55,483,000 resulting in an

unexplained and unreconciled variance of Kshs.3,824,000.

ll Note 33 to the financial statements reflects intangible assets net book value of
Kshs.61 ,212,00 while re-computation revealed Kshs.37,981,000 resulting in an
unexplained and unreconciled variance of Kshs.23,231,000.

The Corporation's Escrow US Dollar cashbook was adjusted by Kshs.46,172,436
to cater for exchange rate gain which was not reported as exchange gain in the
statement of financial performance.

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

3. Misclassification in the Financial Statements

The following misclassifications in the financial statements were noted;

Note 32 to the financial statements reflects capital work in progress balance of
Kshs.16,252,778,000 which includes misclassified amounts of Kshs.419,290,463
for staff costs, Kshs.48,406,107 for rent and Kshs.20,521,543 for security of yards.

lntangible assets balance of Kshs.61 ,212,000 in Note 33 to the financial
statements includes misclassified expenditure of Kshs.38,446,015 for annual
maintenance cost software support and SAP cloud platform subscriptions.

Note 29 to the financial statements reflect interest receivable of Kshs.335,406,000
classified under receivables from non-exchange transactions instead of
receivables from exchange transactions. ln addition, Kshs.303,599,495 had been
paid and, therefore, should not have been classified as a receivable.

Report of the Auditor-General on Rural Electrification and Renewable Energt Corporation for the year ended
30 June, 202 I
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IV Note 28(a) reflects other accrued revenues of Kshs.10,437,436,000 being 5%
Rural Electrification Projects Levy due from Kenya Power Company Limited
classified under receivables from exchange transactions instead of receivables
from non-exchange transactions.

V Note 8 to the financial statement reflects revenue 5o/o - Rural Electrification
Projects Levy of Kshs.5,201,872,000 which includes misclassified amount of
Kshs. 393, 1 05,57 4 for fi na n cial yea r 201 I 12020.

ln the circumstances, the presentation and disclosure of the financial statements is
inaccurate in respect of the above transactions and balances.

4. lnaccuracies in Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents of
Kshs.5,773,477,000 as disclosed in Note 27(a) to the financial statements. However,
review of the Standard Chartered Bank cashbook revealed transactions amounting to
Kshs.175,442,006 which were reversed to clear outstanding unpresented cheques but
details of the corresponding accounts affected by the reversal and the journal vouchers
were not provided for audit. The Corporation continued to maintain four (4) dormant bank
accounts without adequate explanations and for which the respective certificates of bank
balances were not provided for audit. Further a call account with Kenya Commercial Bank
with an amount of USD926,378 equivalent to Kshs.99,909,819 and accrued interest of
USD 1,949 equivalent of Kshs.210,226 which were not disclosed in the financial
statements.

!n the circumstances, the accuracy and completeness of cash and cash equivalent
balance of Kshs.5,773,477,000 could not be ascertained.

5. Unsupported lnventories

The statement of financial position reflects inventories valued at Kshs.5,014,548,000 as
disclosed in Note 30 to the financial statements. However, inventories valued at
Kshs.4,970,939,000 were not supported with stock valuation reports, ledgers balances,
and stock movement schedules. Further, stock items valued at Kshs.11,072,015 were
issued to Kenya Power Company Limited without updating the SAP System. Physical
verification revealed that one hundred and forty-five (145) faulty transformers replaced
from already commissioned projects had not been accounted for in the SAP inventory
system. ln addition, the Corporation did not have a valuation policy to guide on accounting
for the faulty transformers.

ln the circumstances, the accuracy, completeness, and valuation of inventories balance
of Kshs.5,014,548,000 could not be confirmed.
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6. lnaccuracy of Receivables from Exchange Transactions

The statement of financial position reflects receivables from exchange transaction of
Kshs.12,010,567,000 as disclosed in Note 28(a) to the financial statements. lncluded in
this balance were advances to vendors totalling Kshs.1,869,574,000 in respect of
contracts for works, goods, and services that had been completed, certificates of work
done issued, and deliveries made. However, the advances had not been recovered and
the respective ledgers were not updated with the completed works, goods, and services.
Further, the amount includes deposits-rent of Kshs.14,627,000 out of which
Kshs.14,437,436 was in respect to expired leases whose refunds had not been received
or leases renewed.

!n the circumstances, the accuracy and completeness of receivables from exchange
transactions balance of Kshs.1,884,011,436 could not be confirmed.

7. Unsupported Staff Advances

The statement of financial position reflects receivables from non-exchange transactions
amount of Kshs.340,458,000 as disclosed under Note 29 to the financial statements. The
amount includes staff advances of Kshs.5,052,000 in respect of per diems issued to staff.
Although some of the staff surrendered the per diems, the general ledgers were not
updated with the same. Further, it was noted that the Corporation maintained two general
ledgers for staff advances in which accounting staff expenses was made.

ln the circumstances, the accuracy and completeness of staff advances of
Kshs.5,052,000 could not be confirmed.

8. Unsupported Trade and Other Payables from Exchange Transactions

The statement of financial position reflects trade and other payables from exchange
transactions of Kshs.1,963,600,000 as disclosed in Note 35 to the financial statements.
The amount includes trade creditors not invoiced of Kshs.1,115,603,000 which were not
supported by ledgers. Further, included in the balance is an amount of Kshs.847,284,000
reported as trade creditors - invoiced and ageing analysis presented for audit revealed
that an amount of Kshs.573,854,028 relating to payables had been outstanding for over
one hundred and twenty (120) days without explanations.

ln the circumstances, the accuracy and completeness of trade and other payables from
exchange transactions balance of Kshs.1,963,600,000 could not be confirmed.

9. Unsupported Property Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.96,732,161,000 as disclosed in Note 32to the financial statements. lncluded in the
balance are overhead distribution lines of Kshs.8O,116,501,000 whose breakdown and
details indicating the contract sum, starting and completion dates, payments made and
current status were not provided for audit. ln addition, the balance includes capital work
in progress of Kshs.16,252,778,000 which includes some projects that were initiated five

Report of the Auditor-General on Rural Electrification and Renewoble Energt Corporation for the year ended
30 June, 202 I

5



years ago and which remained incomplete. Also, a fixed assets register was not provided
to support asset balances.

ln the circumstances, the accuracy and completeness of property, plant, and equipment
balance of Kshs.96,732,161,000 could not be confirmed.

10. lrregular Expenditure on Land Survey Services

The statement of financial position reflects property, plant and equipment balance of
Kshs.96,732,161,000 as disclosed in Note 32 to the financial statements. The amount
includes additions to capital work in progress of Kshs.2,657,467,000 out which
Kshs.571 ,062,727 was paid to three (3) firms for land survey services to unspecified
projects. ln addition, there was no evidence of budgeting for the services, their inclusion
in the annual procurement plan and competitive procurement. This was contrary to
Section a5(3)(a) of the Public Procurement and Asset Disposal Act, 2015 which states
that all procurement processes shall be within the approved budget of the procuring entity
and shall be planned by the procuring entity concerned through an annual procurement
plan. Further, the services were not supported by local services orders, contract
agreements and reports by the three (3) firms indicating the topographical maps and way
leaves.

!n the circumstances, the regularity of the expenditure of Kshs.571,062,727 paid to three
(3) firms for land survey services could not be confirmed.

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Rural Electrification and Renewable
Energy Corporation Management in accordance with ISSAI 130 on the Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my adverse opinion.

Key Audit Matters

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

Other Mafter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts expended amount of
Kshs.744,199,000 against final expenditure budget of Kshs.881,574,000 resulting to an
under-expenditure of Kshs.137,375,000 or 160/o of the budget. ln addition, sale of
electricity from Garissa Solar Plant of Kshs.487,394,000 reflected in Note 11 to the
financial statements was not supported by budgetary provision on sales of power.
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The underperformance affected the planned activities and may have impacted
negatively on service delivery to the public.

2. Unresolved Prior Year Matters

!n the audit report of 201912020 financial year, several issues were raised under the
Report on Financial Statements, Report on LaMulness and Effectiveness in Use of Public
Resources, and Report on Effectiveness of lnternal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for failure to resolve them.

REPORT ON LAWFULNESS AND EFFECTIVENESS !N USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229 (6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
LaMulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, ! confirm that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion

1. Delay in lmplementation of Projects

Review of the project status report indicated that the Corporation was in the process of
implementing four hundred and thirty-six (436) projects at a total cost of
Kshs.2,937,355,534. Physical verification of some of the projects on 18 February, 2022
revealed delay in implementation of the projects.

ln the circumstances, value for money has not been realised due to the delay in
implementation.

2. lrregular Utilization of Petroleum Development Levy Funds

Note 8 to the financial statements indicates that the Corporation received an amount of
Kshs.1,359,000,000 from the Petroleum Development Fund which were utilized on
implementation of two hundred and forty-five (245) rural electrification projects. This was
contrary to Section 4(4) of the Petroleum Development Fund Act, 2012 which states that
there shall be paid out of the Petroleum Development Funds such monies as are
necessary for the development of common facilities for distribution or testing of oil
products and matters relating to the development of the oil industry.

ln the circumstances, Management was in breach of the law.

3. Unconnected Customers

Review of the project status report and verification of sampled projects revealed that fifty-
one (51) projects valued Kshs.220,898,613 had been completed and commissioned by
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the Corporation. However, the metering and connection of target customers to power by
Kenya Power Company Limited had not been done as required by the Service Level
Agreement (SLA).

ln the circumstances, value for money on these projects could not be confirmed

4. Delayed Replacement of Defective Poles

During the financial year under review, eighteen thousand, seven hundred and fifty-six
(18,756) defective poles were reported and in March, 2022 verification revealed
replacements of only fifteen thousand and thirty-five (15,035) resulting to three thousand,
seven hundred and twenty-one (3,721) unreplaced poles. ln addition, the procurement of
the poles was not supported with contract documents, tender evaluation report and
inspection and acceptance committee reports.

ln the circumstances, value for money has not been realised.

5. Abandoned Project

The contract for proposed building and civil works of go-down, ablution block, perimeter
wall, yard and cabro pavement in Kisumu was awarded at a contract cost of
Kshs.123,000,000 on 11 May, 2017 for a duration of thirty (30) weeks. lnspection of the
project on 30th March 2022 revealed that there were no ongoing activities and the
contractor was not on site after partly constructing perimeter wall and one go-down.
Management terminated the contract through a letter dated 30 March, 2022 but no
evidence of retendering was provided for audit. Further, the cost incurred so far had not
been reflected under capital work in progress.

ln the circumstances, value for money for this project has not been realised

6. Non-remittance of Taxes

The Corporation earned from Garissa Power Plant sale of power valued at
Kshs.189,040,868 which was paid into escrow account as required by the project
financing agreement. However, necessary Value Added Tax was not withheld and
remitted to Kenya Revenue Authority as required by Value Added Tax Act, 2013

ln the circumstances, Management was in breach of the law.

7. Over-Representation in Committees

The Corporation's four (4) committees had five (5) members each as opposed to the
maximum of four (a). This was contrary to Paragraph B ( ) of the Head of public service
circular Ref. OP/CAB.9/1A dated 11 March, 2020 on management of State Corporations
which states that the number of members to any committees should be no more than one
third (1/3) of the full board which translates to four (4) members. There was no evidence
of approval by the cabinet secretary in consultation with SCAC as required by the circular
for increase in the number of members of the committees.
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ln the circumstances, Management was in breach of the law

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, based on the audit procedures performed, I confirm that internal controls, risk
management and overall governance were not effective.

Basis for Gonclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Corporation's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Corporation or to cease operations.

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with 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 control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. 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 contr6ls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Corporation 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. ! also:

a ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
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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 controls.

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

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

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

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

. Perform such other procedures as I consider necessary in the circumstances.

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

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

CPA CBS
AUDITOR.GENERAL

Nairobi

26 September,2022
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Rural Blectrification and Reuovablc liuergY CorJloration
Ileports and F'inancial Statcments
For the ycar enclcd June 30, 2021

13. STATEMENT OF FINANCIAL PERI-ORMANCE
FOR TI{E YEAIT ENDBD 30 JUNE 2021

The rrotes set out on pages I to 4lbrm an integral part of these Finartcial Staterletrts
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Revenue from non-exchange transactions

Propertytaxes relenue 6

7Public contributions and donations

6,560,872 6,315,133Levies, Fines and penalties B

I 2,139,639 511,520Transfers from other govemments

8,700,511 6,826,653

Reven ue from exchan ge transacti ons

10Rendering of seruices

487,394 509,61411

12

Sale of water and electricity

Rental rerenue from facilities and equipment

217,653 451,44313Finance income - external inlestments

14 123,805 110,964Other income

828,852 1,072,021

9,529,363 7,898,674Total revenue

15 162,549 210,840

to 482,583 453,313

Expenses

Use ofgoods and services

Employee costs

17 34,931 28,448

1B 1,677 ,767 1,304,712

Remuneration of directors

Deprec iation and amortiation expense

19 92,799 85,667Repairs and maintenance

80422 1,208Finance costs

26 5,433 24,364Tax Expense

2,457,271 2,109,148Total expenses

7,072,092 5,790,527Surplus before tax

7,072,092 5,790,527Surpl us/(d eficit) for the period/year



llural Electritication and Ilenewablc Energl, Corporation
Reports and liinancial Statements
For the year ended Junc 30,2021

14. STATEMENT OF FINANCIAL POSITTON
AS AT 30 JUNE 2021

Assets

Current assets

27 5,773,477 3,704,441Cash and cash equivalents

Cunent portion of receivables from exchange fansactions 28(a) 12,010,567 12,499,873

29 340,458 315,580Rece ivables from non-exchange fansactio ns

30 5,014,548 6,041,324lnventories

23,139,050 22,561,217

Non-current assets

32 96,732,161 89,444,151Property, plant and equipment

lntangible asseb 33 61,212 38,067

96,793,374 89,482,218

119,932,424 112,043,435Total assets

Liabilities

Current liabilities

35 1,963,600 2,035,857Trade and other payables fom exchange transactions

36 200 200Refundable deposits from customens

37 70,283 M,188Provisions

39 280,000 280,000Defened income

51 191,238 188,542Taxation

2,495,322 2,568,787

Non-current I iabi liti es

2,495,322 2,569,797Total liabilities

42,076,542 41,201,542Development Reserves

75,306,965 68,219,510Accumulated surplus

53,596 53,596Capital Fund

117,437,102 109,474,648Total Reserves

119,932,424 112,043,435Total Liabilities and Reserves

l'he Financial Statements set

CPA Peter K, Mbugua
Chief Executive Off icer

t to 4 u,ere signed on lrehalf of the Board ol'Dilectorsout on page{i
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Cheruiyot Prof. Sim

Manager Finance & Accounts
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Rurnl Electrification nncl Ilenewable Bncrgy Corporation
Reports and Filancial Statements
For the year endcd June 30,2021

16. STA'TEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2021

Cash flotvs from operating activities

Receipts

Property taxes

Public contibutions and donations

6,159,000 2,106,000Levies

Licenses and permits

2,497,000Government g rants and subsidies 1,240,000

Rendering of services

Sale of goods
217,653 451,M3Finance income

123,805 110,964Olher income

Total Receipts 7,740,458 5,165,407

Payments

471,137 453,31 3

155,700 210,U0
Compensatjon of employees
Goods and services

1,208 804Finance cost
6,849 10,833Rent paid

5,433 24,3UTaxation paid

139,177 28,448Other payments

Grants and subsidies paid

779,504 729,602Total Payments

6,960,954 4,436,905Net cash flows from operating activities

Cash flor,ns from investing activities

Purchase of property, plant, equipment and intangible assets (5,002,785) (5,570,902)

Proceeds from sale of property, plant and

Equipment

Decrease in non-current receivables

lncrease in investnents
(5,002,785) (5,570,902)Net cash flours used in investing activities

Cash floras from financing activities
110,868Proceeds fom Donors

Repayment of bonowings

lncrease in deposits
110,B68Net cash flours used in financing activities

2,069,037 (1,134,097)Net increase/(decrease) in cash and cash equivalents

3,704,441 4,838,537Cash and cash equivalents at 1 JULY 2020

5,773,477 3,704,441Cash and cash equivalents at 30 JUNE 2021
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lLu ral lilcc trifi cation a ncl llencrvnblc ll,ncrgy Cor;ro ra tio n

Reports artd Fiuancinl Statements
For thc year cnded Junc 30, 2021

1

18. NOTES TO THB FINANCIAL STATBMENTS

GENBRAL INFOII.MATION
Rural Electrification and Renewable Energy Corporation was established by an Act of
Parliament 43 of Energy Act 2019 and clerives its authority ancl accountability frorn
Enelgy Act 2019. The entity is rvholly ou,ned by the Goverrurent of I(enya and is
domiciled in I(enya. The entity's prinoipal activity is r-nral electrification.

2. STATEMBNT OF COMPLIANCE AND BASIS OF I'IIBPARATION

The financial statements have been prepared on a histol'ical cost basis except fbr tlie
rneasurerneut at re-vallled alrounts of certain iterns of property, plant and equipment,

marketable securities and financial instmments at fair value, iurpaired assets at their
estirnated recoverable amounts aud actuarially detemrined liabilities at their present value.

The preparatiorr of finaucial statements in conformity with Intenrational Public Sector

Accor-rnting Standards (IPSAS) allorvs thc use of estimates and assumptions. It also

t'equires rnanagernellt to exercise juclgement in tlie plocess of applying tlie Corporatiou's
accountiug policies. The areas involving a higher degree of judgen'rent or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed
in Note 5.

The financial sttttements have been prepared and presented in I(enya Shillings, which is

the ftinctional and reporting currellcy of the Corporation.

The financial statements have been preparecl in accordance with tlie PFM Act, the State

Corpomtions Act and International Pr-rblic Sector Accounting Standards (IPSAS). 'l'he

accounting policies aclopted have lreen consistently applied to all the years plesented.

3. ADOPI]ION OF NBW AND R-B\/ISED STANDARDS

i. Relevaut neu' stanclards and anren(lments to publislrcd standards cffective for the
year endcd 30 June 2020

Standard Inrlract

II'SAS 40:

Public Sector

Combinatrons

Applicable: 1" January 2019

The standarcl covers public sector conrbinations arising lrom
exchange transactiorrs in which case they are treated sirnilarly with
IFRS 3(applicable to acquisitions only). Business cornbinations ancl

combinations arising fi'om non-exchange transactions are coverecl

;rurely under Public Sector cornbinzrtious as auralganrations.

1
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lltr ral lilectrilicatiou an d llcnevvable Encrgy Corpora tiolr
Reports and Fiuancial Statenteuts
For thc ycar endcd Juue 30, 2021

NOTBS TO I'I{E FINANCIAL STATBN{BNTS (Cotttinued)

3 ADOPTION OF NEW AND REVISED STANDAIIDS (Continued)

u New aud anreuded standarcls aud intcrpretatiorts iu issuc but not yet effectivc in

thc year cnded 30 Junc 2020

Standard ElTective datc and impact:

II'SAS 4I:
Financial
Instrurnents

The objective of IPSAS 41 is to establislr principles lbr the firiancial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for tlieir

assessment of tl,e autouttts, tirning and uncertainty of Corpomtion's

ftlture cash flows.
IPSAS 4l provides users of financial staten'lellts r,vith more uselirl

infonnation than IPSAS 29,by

. Applying a single classificatiou aud t.neasul'etnent rnodel

for financial assets that consiclers the characteristics o1'the

asset's cash flows ancl the objective Ibr which tlie asset is

held;

' Apply,illg a single folward-looking expectecl credit loss

rnodel that is applicable to all financial instn"rments subject

to iurpairrnent testing; ancl

. Applying an improved hedge accouuting model that

broaclens the hedging an-arlgen'Iellts in scopc of the guidance.

The moclel clevelops a strong link between an Cotporation's

risk rnanageurent strategies and the accountiug treatment for

rnstnunents held as part of the risk l'tlallagelrellt strategy.

Applicable: I Jauuary,2022:

The objective of this Standard is to improve the lelevattce, faitl-rful

represeutativelless ancl comparability of the information that a

reltorting entity provides in its linancial stateureuts about social

benefits. Thc inlormation provided shoulcl help users of thc financial

statelnents and genetal pulpose t'inancial reports assess:

(a) The nature ol'such social benel-tts proviclecl by thc Corporation;

(b) The key I'eatures ol' the operation o1' those social beneFrt

schernes; ancl

(c) The imyracL ol'such social benefits provicled on the Corporatiou's

linancial perlbrtnauce, ftnaucial llosition and cash flows.

Applicable: I .Ianuary 2022IPSAS 42:

Social Benefits

r\pplicablc: lst Jattuary 2022:Anrenclments

8



Rural IIlectrification altd Rcnervablc Energv Corporirtiorl
Reports and Financial Statenrents
For the year cndcd June 30 2021

Effective datc and itupact:

ItI Earty adoption of statrtlards

The Corporation clicl tlot early aclopt anlr rlew or ameudcd staudarcls in year 2021

9

Standard

to Other IPSAS

resulting from

IPSAS 41,

Financial

Instrumeuts

a) Amendments to IPSAS 5, to qtdate the guidar,ce relatecl to

the components of borrowing costs which were inadvertently

ornitted when IPSAS 4l was issued.

b) Anienchlents to IPSAS 30, regarcling illustrative examples

on hedging and credit risk which were inadvertently omitted
when IPSAS 41 was issued.

c) Amendments to IPSAS 30, to tqrdate the guidance fbr
accounting for financial guarantee contracts which were
inadvertently ornittecl wheri IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying

financial instruments on initial adoption of accrual basis IPSAS

which wele inadvertently omitted when IPSAS 4l was issued.

a) Amendments to IPSAS 13, to include the appropriate

references to IPSAS on impaimreut, itt place of the current

references to other internatioual and/or national accottntiug

frameworks

b) IPSAS 13, Leases and II'SAS 17, Property, Plant, and

Equiptrient.

Amendments to remove transitioual provisions which should

have been cleletecl when IPSAS 33, First'Iime Adoption of
Accrual Basis Intetlational Public Sector Accounting

Stanclards (lPSASs) was approved

c) IPSAS 21, Impaitment of Non-Cash-Generating Assets and

IPSAS 26, Llpailrnent of Cash Geuerating Assets.

Amenclments to ensttre consistetrcy of iurpaittnent guidance

to accoLult for revalued assets in the scope of IPSAS 17,

Property, Plant, and Equiprnent aud IPSAS 31, Intangible

Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis

Inter national Public Sector Accountitrg Standards (IPSASs).

Amenclments to the implementation guidance on deetned

cost in IPSAS 33 to make it consistent with the core

principles ir-r tlie Standard

Applicab lc: Itt Jarttt arlt 2g2r'Other

Improvements

to IPSAS
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Iturnl lllcctrification and Ilcnc'rvable Energy Cor'poration
Reports and ITinancial Statenrents
For thc year ended Junc 30, 2021

4 SUMMARY OF SIGNIFICANT ACCOUNI'ING I'OLICIES

a) Ilcvenue recognition

i) lLevenue from non-excltange transactions

Fecs, taxes ancl fiues
Tl"re Corporation recognizes reveuues fi'om [ees, taxes and fines when the event

occurs and the asset l'ecognition criteria are lnet. To the extent that there is a

related condition attached tliat woulcl give rise to a liability to repay the aurount,

deferred income is recognizecl insteacl of revenue. Other non-exchange rever-ILles

are recognized when it is plobable that the future econouric benefits or service

potential associated with the asset will flor,r, to the entity and tlte fair value of the

asset cetn be measured reliably.

Trausfers li'onr other govel'llInellt etrtitics

Reverrues lrom non-exchange transactions with other gorrerrtntent eutities ale

measurecl at farr value aucl recognizecl on obtaining control of the asset (cash,

goods, serices ancl property) if the tlansfer is free fionr conditions ancl it is

probable that the economic benefits or service potential lelated to the asset will
flow to the Corporation and can be measured rcliably. Ilecurreut grants are

recognized in the statement of cornprehensive income. Development/capital grants

are recognized in the statement of hnancial position and realised in the statelnent

of comprehensive incoure over the useful life of the assets that has been acqttired

using such functs.

Rendering of sert,iccs

The Corporation recognizes revenue from renclering o1'sewices by reference to the

stage of completion when tlte oLrtconle of the tmnsaction can be estirnatecl reliably.

The stage of corripletion is measnred by relerence to labour hours incuned to date

as a percentage of total estimated labour hours.

Where the contract outcome cannot be measurecl reliably, l'everllle is recognizecl

only to the extent that the exppnses incttrred are recovemble.

Sale of goods

Revenue fronr lhe sale ol' goocls is recognizecl when the significaut risks and

rewalds of ownership have been transferrecl to the buyer, usually ou clelively of the

goods ancl when the amount of revenue can be mcasured reliably and it is probable

that the econouric benefits or service potential associated with the transactiou will
flow to the Corporation.

lutcrest inconrc

Interest income is accruecl using the effective yield method. Ttre effective yielcl

discounts estinratecl firtrrre cash leceipts through the expected lit'e of the ftnancial

asset to that asset's uet can'ying an'lor.urt. The nrethocl applies this yielcl to the

lrrincipaI outstandiug to cletet'tniue interest it'tcoure each peliocl.

l0
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Ilur:rl Electrilication aIrd Renervirble Encrgy Corporation

Reports and Filtattcial Statcments
For thc year ended June 30,2021

NOTBS TO TI-IB FINANCIAL STATEMDNTS (Contirrued)

suMI\{ARY OF SIGNITICANT ACCOUNTING POLICIES (Continucd)

a) Rcvenuc recognition (Continued)

ii) Ilevenue front exchange transactions

Dividends
Diviclelcls or sirlilar clistributions must be recognized when the shareholder's or the

Colporation's right to receive payments is establishecl.

Rental inconre

Reltal incorne arising from operating leases ou iuvesttneut ptoperties is accouuted

for on a straight-liue basis over the lease ternrs aud included in revenue.

b) Budgct information
The origilal buclget for FY 2020-2021 was approved by the National Assenrbly in

April 2019. Subsequent revisiorrs or adclitional applopriations were made to the

approvecl budget in accorclance with specific approvals from the approlrriate

airihorities. The aclclitional appropriations ale added to the original budget by the

Corporation upon receiving the respective approvals in order to couclude the final

buclget. Accoldingly, the Corporation recorded additional appropriations of I(shs.nil on

the 2020-202-l budget lollowing the boatd's approval.

The Corporation's buclget is prepared on a different basis to tlie actual incoure and

expenclitur-e clisclosed in the financial statements. The financial statemeuts are prepared

on accrual basis using a classification based on tlre nature of expenses in the statement

of filalcial perforrnance, whereas the budget is prepared on a cash basis. The alnotults

in tl.re financial statements were recast fi'orn the accrual basis to the caslt basis and

reclassifiecl by presentation to be on the satne basis as the approved budget. A
comparisorr of budget ancl acnral anlouirts, prepared oll a colllparable basis to the

approvecl buclget is then presented in the statement of cotnparison of budget and actual

amounts.

I1 aclclrtiol to the Basis diffbrence, adjustnlents to atnoutrts in the financial statements

are also rnade for clifferences in the fomrats aud classificatiotr schemes aclopted for the

presentation of the [inancial statements and the approvecl budget.

A staternent to reconcile the actual amounts ot1 a comparable basis includecl in the

staternent of comparison of buclget ancl actual altloullts and the actuals as per tl're

statement of frrlancial performance has beeu presented under page 6 of these financial

statements.

ll



Il trral lllec trifi crrtion ancl ll.cneu'ablc Eucrgl, C o rpora [ion
Rcports and Finaucial Statenrents
For the year endecl June 30, 2021

NOTES TO TI{E FINANCIAL STATEMBNTS (Continued)

4 SUMMARYOtrSIGNIFICANI'ACCOUNTINGPOLICIES (Contintred)

c) Taxcs

Currcut income tax

Curent income tax zlssets and liabilities for the current period are llreasul'ed at the

alllonnt expected to be recovered fiorn or paid to the taxation authorities. The tax l'ates

and tax laws used to compute the amount are those that are enactecl or substantively
enacted, ert the reporting date in the area where tlie Corporation operates ancl generates

taxable income. Current income tax lelating to items recognized directly in net assets is

recognized in net assets and not in the statement of firancial perfonnance.
Managernent periodically evaluates positions taken in the tax retums with respect to
sitr.rations in whicli applicable tax regulations are subject to interpretation and

establishes provisions where appropliate.

Deferred tax

Defered tax is providecl using the liability methocl on temporary differences between
the tax btrses of assets and liabilities and their carrying alnolults for firiancial reporting
plu'poses at the reporting date.

Deferred tax liabilities are recogrlized for all taxable temporary clifferences, except in
lespect of taxable temporary differences associated witli investments in controlled
entities, associates and interests in joint veutures, when the tiuring of the reversal of the
telnporary differences can be controlled and it is probable lhat the ternporary
differences will not l'everse in the foreseeable future.

Deferred tax assets are recognized l'or all deductible tempolary differences, the cary
forward of unused tax cledits ancl any lurused lax losses. Def'erred tax assets are
recognized to the extent that it is probable that taxable profit will be available against
wliicli the decluctible temporary diff'erences, and the carry forward of unused tax credits
and unusecl tax losses can be utilizecl, except in rcslrect of deductible temporary
diffelences associated with investnlents in controlled eutities, associates and interests
in joint ventur€s, deferrecl tax assets are recognizeclonly to the extent that it is probable
that the temporary differences will reverse in tlre fbreseeable future and taxable profit
will be available agai-nst which the temporary cliffelences call be utilized.

The carrying amount of deferred tax assets is leviewed at each re1:orting clate 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 cleferred tax asset to be utilized. lJnlecognized
deferrecl tax assets are l'e-assessed at each reporting date ancl are recognized to the
extent that it has become probable that luture taxable profits will allow the del'en'ed tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax lates that i.tre expected to
apply in the year when the asset is realized or the liability is settlecl, basecl on tax rates
(and tax laws) that have been enactecl or substantir,ely enacted at thc relrolting clate.

Deferred l"ax Lclating to items recogrrized outsicle surlrlus or tleficit is recognizecl
orrtside surplus or deficit. Deferred tax items are rccognizecl in colrelation to the
tunderlying Lrausuctiou in nc( asseLs.

Def'erred tax asscts and clef'erred tax liabilities are ollset if a legally er-rfurceable right
exists to set ol{'curreut tax assets against currellt iucome tax liabilities trnd the de{'errcd
taxes relate to the sarre taxatrle entity ancl the sanre taxation authority.

t2



Ilural Illcctrilicatiott alrd Rcnclvablc Enct'g1' Corporation
Re;rorts and Filtancial Statclncnts
For tlre ),eal'ended June 30, 2021

4

NOT'IIS TO THE FINANCIAI, STATEMBNTS (Contirtued)

sUN{MARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Tnxes (Continued)

Sales tax

Expenses and assets are recognizcd uet o1'the atuotttlt of sales tax, except:

fi'om the taxation authority, in which case, the sales tax is recognized as palt of the

cost of acquisition of the asset or as part o1' the experlse itetn, as applicable

The net amount of sales tax recovelable fi'our, or payable to, thc taxatiotr authority is

incluclecl as pal't of receivables or payables in the statemellt of financial position.

d) Invcstmeut propcrty

Investment properties al'e llteasul'ecl initially at cost, inclucling transaction costs. The

canying atnolult inclucles the replacement cost of components of au existing
investmerrt property at the time that cost is incun'ed if the recognition criteria zrre met

and excludes the costs of day-to-day maintenance o1'au investurent property.

Investurent ploperty acquired through a non-exchatrge trausaction is measured at its
fail value at tlie date of accprisitiou. Subsequent to initial recognition, ittvesttneut
properties are measul'ed using the cost model and are clepreciated over a 3O-year

period.

Investrneut properties arc derecognized either wheu they have been disposecl of or
when the investment property is pemranently ,,vithdrawn fi'om use aud uo future

economic benefit or service potential is expected from its disposal. The difference

between the net disposal proceeds ancl the carrying alllollnt oIthe asset is recognized in
the surplus or deficit in thc lleriod of cle-recogtrition.

Transfers are made to or fi'om investment ploperty only wlien there is a change in use.

e) Propcrty, plant atrcl eqttipmettt

All property, ltlant aud equilturent are stated at cost less acctturulated depreciation and

impainnent losses. Cost includes experrditure tltat is directly attributable to the

acquisition of the iteurs. Whcn signilicant parts o{'property, plaut ancl eqttipurcut are

required to be reltlacccl at intervzrls, the entity rccogttizes sttclt parts as inclividual assets

r,r,ith specific use[ul lives ancl clepreciates them accorclingly. Likewise, when a nrajor

inspection is perforrlecl, its cost is recognizecl in the carrying aurottttt of the plaut ancl

ecluipment as a replaccrnent ilthe rccognition criteria al'e satislied. All other repair aucl

maintenance costs are recoguizecl in surplus or clelrcit as itrcurrecl. Where att asset is

acquirecl in a nou-exchange trztnsaction for nil or Irotliual consicleration the asset is

initially measttred at its f-air value.

a
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llura I Illectrifi cn tion arttl li.encvvable linergy Co rporrrtiolt
Reports and Finaucial Statements
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NOI'BS TO TIIB FINANCIAL STATIIN{ITNTS (Continued)

4 SUMMARYOFSIGNIFICANl'ACCOUNTINGPOLICIBS (Contirtued)

Depreciation is calculated to write-off the asset cost to the resiclual verlues on a straight-
line basis over the expectecl use(irl life. Wliere an asset is acquired duling the year,

depreciation is appliecl on a prorata basis over the number of days to the end of tlie
financial year of purchase.
Asset Depreciation Rate (Y<r)

Distribution lines 2.5 (40yrs)

Plant and Machinery 12.5

Motor Vehicles 25

Fumiture, fittings & Equil:ment 12.5

Cornputers & Allied Hardware & Software 33.3

Tools implements and Testing apparatus 22.5(4yrs) (Rl0%)

Distribution lines
All distribution lines are capitalized in property, plant and eqttipment rvhen

cornrnissioned and are clepreciated over their urseful lives. The useftil life is currently
estimated to be forty years ftotl the date of cotlmissioning.

\\iorl< in Progrcss
Work-in-progress represents costs incurred in acquisition/installation of au item of propelty
plant and equiprnent which is not in use. Work-in-pt'ogress is not clepreciated until the

asssts are completed and brought iuto use.

0 Leases

Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased itern to tlte Corporation. Assets lielcl undet a
finance lease are capitalized at the cornrllencenlent of the lease at tlie fair value of the

leased property or, if lorver, at the present value of the future tninimutl lease paytnents.

Tlie Corltoratiori also recognizes the associated lease liability at the inception of the

lease. The liability recognized is measured as the preseut value of the l'uture minimum
lease payments at initial recognitiorr.

Subsequent to initial recognition, lease payments are appoltioned between f,tnance

charges ancl reduction ol the lease liability so as to achieve a constatrt rate of intet'est ou

the reuraining balance of tlie liability. Finance charges at'e recognized as l'inance costs

in surplus ol deficit.

An asset held uncler tr f inance lease is dcpleciatecl over the trselul lil'e of the asset.

However, if there is no t'easonable certaiuty that the Colporation tvill obtain owriersltip
of the assel by the encl ol'the lease teLur, the asset is clepreciatecl over tlte shorter of the

estimated usefll lilb ol'the asset and the lease tenn.

Operating Ieases are leases that clo not tlansl'el substantially all the risks ancl benefits
incidental 1o ownership of the leasecl item. Operating Ieasc payuretrts are rccoguized as

an operating expense iu surltlus or deficit ou a straight-line basis over thc lcase terur.

I
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g) Intan assets

assets acquired separately are initially recognized at cost. The cost of
assets acquired in a non-exchange transact-ion is their fair value at the date of

Following initial recognition, intangible assets are canied at cost less any
amortization and accurnulated impairment losses. Internally generated

assets, excluding capitalized development costs, are not capitalized and

exp

The

is reflected in surplus or deficit in the period in which the oxpendimte is

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

and dcvelopment costs

expenses research costs as incurred. Developrnent costs ou an

project are recognized as intangible assets when the Corpotation can

teclurical feasibility of completing the asset so that the asset will be available

use or sale

to cornplete and its ability to Llse or sell the asset

the asset will generate future economic benefits or sslice potontial

availability of resources to complete the asset

ability to measure reliably the expenditure during development.

the

h)

The
indi

I
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Rural Blectrification and llenelvablc litrergt, Corlloration
Reports and Financial Statelncnts
For the year cndcd June 30, 2021

NOTES T'O TI{E FINANCIAL STATIIMBNTS (Contittucd)

4 SUMMALY OF SIGNIFICANT ACCOUNTING POLICIBS (Continuecl)

Rcsearch and devclopmeut costs (Continued)

Following initial reco-enition ol an asset, the zrsset is carriect at cost less any

accumulated amortization ancl accnmulated irnpainnent losses. Arnortization of the

asset begins when clevelopurent ts corlplete and the asset is available for use. It ts

amortized ovel' the period of expecled fr.rtrrre benefit. During the lreriocl oI
development, the asset is tested for impaimrent aunually with auy impaitrr. eut losses

recognizecl immediately in surplus or deficit.

i) Financial instrumeuts

Fiuancial assets

lnitial recognitiou aud measuretucnt

Financial assets within the scope of IPSAS 29 Firiancial Instrumeuts: Recognition
and Measut'ement are classilied as financial assets at fair value tluouglr surplus or
deficit, loans and receivables, held-to-rnaturity investll'lents or available-for'-sale
financial assets, as appropriate. The Corporation determines tlte classification of its
financial assets at initial recognition.

Loans aud receivablcs

Loans and receivables ale non-derivative finar"rcietl assets rvith fixed ol'
deterninable payments that are not quoted in an active tnarket. After initial
rneasllrelltent, such fiuancial assets are subsequently measured at amortized cost

using the effective interest method, less impairment. Atnotlizecl cost is calculatecl

by taking into account any cliscount or' llreurium on acquisition aud fees or costs

that are an iltegral part of the effective interest rate. Losses arising from
impairment ale recognized in the surplus or deficit.

IIeld-to-nratu rity

Non-derivative financial assets with fixed or determiuable payrirents and fixed
maflrrities are classified as helcl to maturity when the Entity has the positive
intention and ability to hold it to maturity. Alier initial rneasurerneut, helcl-to-

matuity investments al'e uleasllred at amortized cost using the effective iuterest

method, less irnpairr,rcnt. Amortized cost is calculatecl by taking iuto accottnt atty

discotrnt or prernium on accluisition and fees or costs that are atl integral part of the

effective interest rate. The losses arising fiom inipainrellt zlre recognized in sutplus
or deficit.

lnrpairnreut of financial asscts

The C-orporation assesses at eaclr reporting clate whether there is objcctive eviclence

thaI a financial asset or an entity of financial asscts is inrpaired. A linancial asset or
an cntity of financial assets is decnred to be inrpairecl if, ancl only il, there is

objective evidence ol'irnpainnent as a result o1'one or lnore events that has

occurrecl after the irTitial recognition of thc assct (an iucurted'loss event') ancl that

Ioss evcnt has an imltact ou the estimatecl lirture cash llorvs of the linancierl assst or
the entity oi'linaucialassets that can be reliably estiurated. Evicleuce o['iurpairtneut.
may inclucle tlie following inclicators:
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lluraI Electrilication antl l(ctrctvablc linergy Cor;:oratiort
Rcports and Financial Statentcltts
For the year cttded June 30, 2021

NOTES TO TIIE FINANCIAL STATEN{ENI'S (Contittued)

4 SUMN{ARY OF SIGNIFICANT ACCOUNl'lNG POLICIIIS (Contittucd)

i) Financial iustntments (CoIrtinued)

Financial asscts (Continttecl)

Impairmeut of finattcial assets (Continued)

difficulty

reorganization

(e.g, changes in anears or economic conditions that correlate with clefaults)

Financial liabilities

hi.tiol recogttitiorr und rtt.eqsurem ent

Financial liabilities rvithin the scope of IPSAS 29 are classified as huancial

Iiabilities at fair value though surpltrs or deficit or loans and bou'ou'iugs, as

appropriate. Tlie F.ntity determines the classificatiou of its finarrcial liabilities at

initial lecognition.
All fila1cial liabilities are recognized initially at fair valtte attd, in the case of loans

and bonowings, plus directly atlributable tratlsaction costs.

Loa.ns ond borrowirtg

After ilitial recognition, interest bearing loans and borrowings are subsequently

measurecl at amortized cost using the effcctive interest metliod. Gains and losses

are recognizecl in surplus or deficit when tbe liabilities are derecognized as well as

through the effective itrterest method amortizatioll process.

Amortizecl cost is calculated by taking into account any cliscotult ol'premiutn on

acquisition and fees or costs that are an integral pal't of the el'fuctive interest rate.

j) Inventories

Inventory is measurecl at cost upon initial reoognition. T'o the extellt that inveutory was

receivecl tluough non-exchange transactions (lor no cost or for a nomiual cost), the cost

ol'the inventory is its fair value at the clate of acquisition.

Costs incut'recl in bringing each ltrocluct to its l]resent location ancl conclitiolls are

accouuted for, as follows:

proportion ol'manulactrrring overheacls basecl on the uol'tnal operating calllacity, but

exclucl irtg borrowitrg costs

t1



llu ral lilec trifi cation :urcl llenc'rvable Iinergy Co rpo ra tion
Reports and Finalrcial Statenrents
For the )/eal' eldcd .Iu,e 30, 2021

NOTBS TO TIIB FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

j) Irrventories (Continued)

After initial recognition, inventory is measurecl at the lower of cost and uet realizable
value. I{owever, to the extent that a class of inventory is distributed ol deployed at no
charge or for a nominal charge, that class of inventory is measurecl at the lolver of cost
and current replacement cost.

Net realizable value is the estimated selling price in the ordinary course ol'operations,
less the estirnated costs of conrpletion ancl the estimatecl costs uecessary to make the
sale, exchange, ol' distribution.

Lrventories are recognized as an expense wheu deployed for utilization or cousumptiotl
in the orclinary coLu'se of operations oi the Entity.

l<) Provisions

Provisions al'e recogrlizecl when the Entity has a present obligation (Legal or
constructive) as a result of a past everlt, it is probable that an outflou, of resources
embodying economic benefits or service potential will be required to settle the
obligation ancl a reliable estimate can be made of the amount of the obligation.

Where the (lorporation expects some or all of a provision to tre reimbursecl, lbr
example, uncler an insurance contract, the reimbursenlerlt is recognized as a separate

asset only when the reimbursement is virtually certain.

The expense lelating to any provisiou is presented in the statetnent of finaricial

lrerformance net of any leiurbursernent.

Contin gent liabilities

The Corporation does not recognize a contingent liability, but cliscloses cletails of any
contingencies in the notes to the financial statements, unless thc possibility of an

outflou, of resources embodying economic benellts or service poter,tial is remote.

Contingent assets

The Corporation cloes not recognize a contingent asset, but discloses details of a

possible asset whose existence is contingent on the occurrence or rloll-occllrt'euce of
olre or u"lore rulcertaiu lirture evellts not wliolly within the control oI the Corpot'tttion in
the notes to the financial statenrellts. Contingent assets al'e assessecl continually to

ensul'e tlrat clevelopn]cl)ts are applopl'iately rellected in the financial statemerrts. If it
has become virtually certain that an inflow ol'cconomic benefits or service potential
will arise and the zrsset's vzrlue cern ['re rneasurecl reliably, the asset aucl the related
revellue are recognizccl in the finerncitrl statemeuts of the periocl in r.vhich the change
occurs.
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llural Blcctt'ificntiou and lleucvrablc Etrergv Corporation

Reports and I.iltattcial Statemeltts
For the ycar encled June 30, 2021

NOTES TO TI{E FINANCIAL STATEMENTS (Continued)

4 SUMN4ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

l) Nature attd purpose of reservcs

The Coqtoration creates and rnaintains reserves in terms of specific reqttirentetrts.

m) Changes iu accotttrting policies and estin"lates

fhe Corporatiol recognizes the effects of chauges iu accounting policy retrospectively.
'fhe effects of changes in accounting policy are applied prospectively if retlospective

application is itr, practical.

n) Bnrployee bcncfits

Rctiremcnt bcncfi t plalts

The Corporation provicles retirement benefits lor its employees and directors. Defirred

coltritrution 1:lans are post-employment benefit plans under which an entity pays fixed

contributions into a separate entity (a lund), ancl will have no legal or cclnstructive

obligatron to pay further contributions if the fund does not liolcl sufficient assets to pay

all erlployee benefits relating to ernployee service in the cutreut and prior periods. The

coltributiols to funcl obligations for the paymerlt of retiretnent berrefits arc charged

agairrst incoure in the year in which they t-recome payable.

Defilecl benefit plans are post-employrnent benefit plans other than defirled-

coltributiop plans. Tlie clefined benefit funds are actuadally valuecl tri-annually on the

projected unit credit methocl basis. Deficits identified are recovcred tlirough lurnp sum

payments or increasecl futr"rre contributions on ploporlional basis to all participating

employer-s. The contributions and lumlr slurl paylllents reduce the post-employtnenl

benefit obligatror-r.

The Authority runs a defined contritrution peusion scheme. The assets of the schetne

are lielcl in a separate tnlstee administered funct, which is funded by contributions from

botlr the colrpany at 10% and ernployees at 5o/o of basic salary. Durring tlte year, the

scheme was nlallaged by the following service providers;

Genesis Investments
Co-operative Bank of I(enYa Ltd
Liaison Associates

-Fur"rd Mauager
-Custoclian
-Aclministrator

o) Ilorcigrt cllrrcncy trattsactious

Transactions in foreign currencies are initially accountccl for at the rtrling rate of
exchange on the clate ol'the transactiou. 'Lacle cleditors or clebtors clenotniuatecl itr

foreigl cyrrency are reportecl at the stateureut of llnancial positiorl repoflillg clate by

applying the exchange rate on that clate. E,xchange difl'erences arising li'orn the

settlemept oIcreclitors, or li'our tlie relrorting of crcclitors at rates clill'ererrt lt'otl those at

which they were initially recordecl cluring the pet'iocl, are recogt'tized as iucotle or

experlses in the period in u'ltich tlley arisc.
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lluraI Blectrification antl Reneu'tlble lilrergy Corporation
Reports and Financial Stateltreltts
For the year ended JuIre 30, 2021

p) Borron'ing costs

Bomowing costs are capitalized against qualifying assets as part of 1:roperty, plant and

eqr.ripment.

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

acquiled ol'constrLlcted and bolrowings have been incurred. Capitalizatiou ceases wheu

colstruction of 0re asset is complete. Further borrowing costs are chalged to the

statelnent of fi nancial perfo nnance.

q) Related parties

The Corporation regards a relatecl party as a person or au entity with the ability to exefi

control individually or jointly, or to exercise significant influence ovet'the Corporation,

or vice vel'sa. Members o1' key lrlauagelllent are regatded as related parties and

compdse the dilectors, tlie CEO and seuior lllallagel-s.

r) Service concession arrattgenrents

The Corporation analyses all aspects of service coltcession alrallgellleuts that it enters

ir,to in detemrining the appropriate accouuting treatntent and disclosure reqttiretnents.

In particular, wheLe a ltlivate palty contributes an asset to the arrangetttetlt, the

Corporation recognizes that asset when, and only wlten, it controls or regulates the

services the opelator lllust provide together with the asset, to whom it tnust provide

them, and at what price. hi the case of assets other than 'whole-of-life' assets, it
controls, thlough ownership, beneficial entitlement or othet'wise - alty significant
residual ilterest in the asset at the end of the arraugement. Al'ly assets so t'ecoguized are

rneasured at their fair value. To the extent that atr asset has been recognized, the

Corporation also recognizes a corresponding liability, adjusted by a cash consicleratiou

pard or received.

s) Cash aud caslt cquivalettts

Cash and cash equivalents comprise cash on hand aud cash at bank, short-terur cleposits

on call and highly liquid investments with an original maturity of tliree months or less,

which are readily convertible to known antounts of casli and are subject to insignificant
risk of changes in value. Bank acconut balances include amounts held at the Central

Bank of Kenya and at various commercial banks at the end of tlie financial year.
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5

NOTES TO I'IIE FINANCIAL STATBMENTS (Continued)

4 SUMIVIARYOFSIGNIFICANTACCOUNTINGPOLICIBS (Continued)

0 Conrparativc figures

Where nocessary comparative figures for the previous finartcial year ltave been

aurendecl or reconfigurecl to confbrm to the required changes in pt'esentation.

ru) Subscqueut cvcttts

There have been no evel'rts subsequent to the financial year end with a significant
impact on the financial stateureuts for the year ended June 30, 2021.

SIGNIFICANT JUDGN{ENTS AND SOURCES OF ESTIMATION UNCERTAINTY

'fhe plepamlion of the Corporation's financial stateltlents in conformity rvith IPSAS

requires nlallageulellt to rnake juclgurents, estitnates attd assumptions that affect tlie
reported amounts of revenues, expenses, assets and liabilities, and the disclosttt'e of
coltingent Liabilities, at the end of the repoilirlg period. I{orvever, uncertainty about these

assumptions ancl estimates coulcl rcsult in outcolnes that require a material adjusturent to

the carryir,g anlount of the asset or liability affected in fiinrre periocls. State all judgetnents,

estirnates aud assutnptions made: e.g

Bstimatcs and assumptiolts

The key assumptions concerniug the fufure ancl other key sources of estiu'ratiot't ttucertainty

at tlie repol'ting date, that have a significant risk of causing a matetial adjustment to the

calying anronnts of assets and liabilities within the next fiuancial year, are desclibed

below. The Entity based its assunptions and estimates on parametets available when the

consolidated financial staternents were prepared. [{ou,ever, existiug circltlustauces and

assumptions about future developrnents nlay change due to tnarket chauges or
cilcumstances arising beyoncl the control of the Corlroration. Such chauges are reflectecl in

the assumptious when they occur. IPSAS 1.140

Useful lives and rcsidual valttes

Tlie useftll fuves and residual values of assets are assesseclusing the following inclicators to

iuforrn potential furure ttse and value from disposal:

Corpolation

pl'ocesses

2.1
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llurnl Electrification and Renelvable Encrgl, Corporation
Reports and Financial Statements
For the year ended June 30,2021

SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Provisions

Provisions were raised and managernent determined an estimate based on the infonnation
available. Additional disclosure of these estimates of provisions is included in Note 22

Provisions al€ measuled 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.

The provisions recognized by the Corporation includes; provision for gratuity, provision

for accrued leave, provision for audit fees, provision for directors' fees where their

contracts allow, ancl provision for theft and pilferages.

The said provisions are estimated as follows;

. Provision for gratuity is calctrlated at the mte of 3lo/o of basic salary of the

beneficiary.

. Provision for leave is estirnated based on accrued leave days; which should not

exceed 15 days' leave is equivalent to an individual month's basic salary.

. Audit fees are estimated based on previotts year's payment.

o Directors fees is based on gove[u:l1ent circular guidelirres

. Provision for theft and pilferage is nrade based on the cost / book value of stolen

matenals

PROPERTY TAXES REVENUE6

Actual

Taxable land and buildings

Residential

Commercial

State

Penalties

Sub- total property and taxes

lncome forgone

Total property taxes revenue
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Rural Electrific and Rencwable Energy Corporatiott
Reports and Statemertts
For the June 2021

7 PUBLIC NTRIBUTIONS AND DONATIONS

The Green I elt Molement

Other public lonations

Total transi rrs and sponsorships

on of public contributions and donationsReconcilia,

Balance unt rcnt at beginning of the year

Cunentpal eceipts

Condilions r et - transfened to relenue

Conditions t be met- remain liabilities
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Rural Blectrification aud Rcncrvablc Elrergy Corporatiorl
Reports and Financial Statcments
For thc year ended Juue 30,2021

:, r;;r -;r :t{*lt{ftFdE!1!l:1il[rir"..]. tr:,;r.?r:1,.Ii,laj,.t.y::i.: :,,.1!{}t,.1

1,359,000 1,236,000Relenue - Petroleum Devt Levy

5,201,872 5,079,'133Relenue - 5% REP Levy

6,560,872 6,315,1 33Total

NOTES TO TI{E FINANCIAL STATEN{ENTS (Continued)

8 LBVIES, FINES AND I'ENALTIES

9 TRANSFERS FROM OTIIBR GOVBRNN{BNTS
(a)

9b) TRANSFERS FROI\{ I\{INISTRIES, DEPARI'MITNTS AND AGENCIBS

(Ensure that thc omount recot'clecl abot,e as ltavingbeen receivecl.fi'orn lhe Ministt'1t./illl.1t

reconci les to l.he antouut recot'cletl by the sencling entiil Mitlistt'y. 7117 cLclrn<ttvleclgemenl

note/receipt,shoulcl be raisecl in.ftn,out'of the sencling lulinistr'1,. 7"he cletuils o.[the
reconci I iation ltave been incluclecl u nclet' ctltpencli.x' It[)

t;;*tlti g: 1+:r t' it :''+,i*i.]:ii;*
Unconditionalgrants

1,774,639 81,520Operational Loans- Foreign Golernments

Other Grants

365,000 430,000GOK Grants- Exchequer Recurrent

Conditional grants

National housing grant

National infrastructure grant

ProMncial health grant

Social seMces grant

Basic services subsidy

T ransportation fund (international funding)

Other organizational grants

2,139,639 511,520Total government grants and subsidies

r,f ;J.kltl;'1i:'iKslil Kii";fi. I{!$.!i$.ffifff1]l:i';.'
,.0.,.,1.\Sf liT,

2,709,868875,000 2,709,868Ministry0f Energy 1,834,868

2,709,868 2,709,8681,834,868 875,000Total
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NOTES TO FINANCIAL STATEMENTS (Continued)

IO REND G OF SERVICES

11 SALE OF S

This relates to sale of power generated by Garissa Power Plant.

12 RENTAL FROM FACILITIES AND EQUIPMENT

frorn this itenr

13 FINAN INCOME - EXTERNAL INVESTMENTS

relates to from interest on deposits held with our banks

No

ent(solid waste)Waste manager

ent (sewerage and sanitation)Waste manager

Senice fees

Waterquality

Qualityassuranr o

Total revenue 'omthe rendering of services

Sale of goo s

509S14487,394Sale of elecl

Sale of wate

city

Sale of book

Sale of publi ations

Other( inclur ; in line with your organisation)

509,614e from the sale of goods 487,394Total reven

Straig ht-lined llRerating lease receipts

Contingent reiftats

Total rentatsll

1s1,443ents and fixed deposits 217,653Cash inwst

lnterest inco re from TreasuryBills

lnterest inco ne ftom TreasuryBonds

lnterest fton cutstanding debtors

{51,443217,653Total finan e income - external investments

This
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Reports and Financial Statemerrts
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATBMENTS (Continued)

14 OTHER TNCOME

15 USE OF GOODS AND SERVICBS

123,566 109,732Const & County partnership
1,232128Rerenue - Licences

111lnsurance Refunds
110,964123,805Total other income

10,51714,148Electricity
102 109Water

15,120 17,450Security

Professional serMces

454 1,'159Subscriptions
5,51814,660Adlertising & Promoting

1O,868Fines and Penalties

3,0003,000Audit fees

1,539 1 ,191Conferences and delegations
4,4259,951Consulting fees

5,263 5,123

11,2114,010

Corp Social Responsibility Exp

Fuel and oil

15,176 16,239Insurance

13,837 55,697Legal expenses

Licenses and permits

7,490Research & Devt Expenses

Water purification cost
349913Postage

771 447

1,554 882

Printing and stationery

Newspapers & Periodicals

6,849 10,833Rental

281Securitycosts

Sewage treatmentcosts

7,559 10,778Telecommunication
27,35014,131T raining

22,645 20,793Other general expenses-T ender pt ocessing

162,549 210,840Total Use of Goods and Services
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llrrrnl and llencwablc Energy Corporation
Reports aud Fi cial Statements

ed June 30 202L

16 EMPLO

FINANCIAL STATEMENTS (Continued)

E COSTS

L7 TION OF DIRECTORS

18 DEPRI}C TION AND AMORTIZATION EXPENSE

19 REPAIRS ND MAINTENANCE

Salaries an(lwages 214,750 n7 379
Emplope r{ated costs - contributions to pensions

I

and medicallaids
109,550 87,266

T ralel, mot![ car, accom m odation, subsistence and

other allowaffces
101,705 9s,202

Housing berfpfits and allowances 55,014 52,540

Olertime palnents

and other bonusesPerforma

1,564 927

Expenditure fiecharged to capital projects

Total Emplffee costs 482,583 453,313

Chairman's l 0norana 960 960

Directors em rluments 15,820 10,700

Directors Fe S

Other allowa ces-Local Tralel and Telephone allowance 18,151 16,788

Total direct r emoluments 34,931 28,449

Property, plartf and equipment 1,608,625 1,282,474

lntangible as$ts 24,977 22,237

lnvestment prilperty canied at cost

Total depre{ation and amortization 1,633,602 1,304,712

Property 4,200 2,382

14,900Vehicles 5,875

Computers nd accessories 73,699 77,410

Other

Total repai s and maintenance 92,799 85,667
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Rurnl Electri{ication and Reuervable Energy Corporation
Reports and Financial Statentents
For the year ended Jurre 30, 2021

20 CONTRACTED SERVICES

21 GRANTS AND SUBSIDIES

22 FINANCE COSTS

23 GAIN ON SALE OF ASSETS

Actuarial \aluations

lnwsfunent wluations

Property laluations

Total contracted services

Communityderelopment

Education initiatires and program s

Social dewlopment

Communitytrust

Sporting bodies

Total grants and subsldies

Borrowings (amortized cost)*

Finance leases (amortized cost)

Unwinding otdiscount
1,208 804lnterest on Bank Deposits

lntereston loans from commercial banks

1,208 804Total finance costs

Property, plant and equipment

lntangible assets

Other assets not capitalised

Total gain on sale of assets
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Rural Elec and Renewable Energy Corporatiort
Reports and cial Statements
For the June 2021

NOTES TO FINANCIAL STATEMENTS (Cotttinu ed)

24 GAIN ON FAIR VALUE INVESTMENTS

25 IMPA LOSS

26 TAXATI

27 CASH CASII EQUIVALENTS

lnwstnenb al airulue

Total gain

Property, flfant and equipment

lntangiUelpssets

Total imflpirment loss

5,433 24,364insllax

5,433 24,364
lncome ta{Fipense reported in the statement of financial

performan$

796,3852,543,877Cunent accoul

108,051429,2570n - call depos ls

4800,0002,800,231Fixed deposits rccount

Staficar loar/ r orlgage

112 5Cash in hand

5,773,477 3,704,441Total cash an cash equivalents
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Ilu ral lilec trilication anrl llcnovable Iincrgl, C- o rpora ti ort

Rcports and Iiiuancial Statenrents
For the year cnded Junc 30,2021

NOTBS TO TI-IE FINANCIAL STATBMIINTS (Colrtinucd)

27 (a) DBTAII,ED ANALYSIS OF TI{E CASII AND CASH EQUIVALENTS

2020.2021: 201 9.2020

Finan cial :inifitution Aicriunt number lGhs'000t Kshs!000'

a) Currentaccount

Cooperative Bank 01 1 361 2501 6300 1,000 1,000

Standard Chartered 01 0600495500 11,323 58,681

KCB Main 1 103201557 1,077,180 74,223

KCB Delelopment 1 1 03201 B0B ? J

Kcb Escrow Account 1 1 78001 539

1,252,985

549,011

Kcb Escrow Account USt)

CFC Stanbic

Equity Bank

01 0000054761 6 7,579 7,608

081 02701 99897 27,509 27,509

National Bank 01 023098897200

Citi Bank 01 04679006 7,356 7,356

CurrentAccount KEEP 01 1 361 2501 6301 150 155

CunentAccount- KEMP 01 1 361 2501 6302 47,923 50,854

CurrentAccount- KSSG 01 1 361 2501 6303 19,984

CurrentAccount- KOSAP 110,869

Sub- total 2,543,877 796,385

b) 0n - call deposits

Held with Cooperatiw Bank 0 1 1 s01 2501 6300 429,237 108,031

Held With Standard Chartered 01 400049s5900 20 20

Held Wilh CFC Stanbic

Sub- total 429,257 108,051

c) Fixed deposits account

COOP Bank 1,300,231 1,300,000

NBK

Equity

KCB 1 500,000 1,500,000

Sub- total 2,800,231 2,g()(),0()()

e) Others(specify)

cash in hand 112 5

Sub-total 112 5

Grand total 5,773,477 3,704,441
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llrrral Electrifica n ancl Renewable Encrgy Corporatiort

Reports arrd Fin ucial Statements
For the June 2021

NOTES TO FINANCIAL STATEMENTS (Cotttinued)

28 RE
28(a)

FROM EXCIIANGE TRANSACTIONS

28(b)

29 RECEIV Ii.ROM NON-EXCI{ANGE CONTRACTS

rSCurrent receivab
950,734 924,222Mwnce to rendon
(31,894) (31,894)Less Provisions bt lad & Doubtitul Debt

892,328918,840Adtance to Wndor
't0,437,436 10,779,099Oherlscrued Re InUes

1,3001,300Prepaymenb- Oth B

413KRAOhers- Oulput VA

14,627Deposits- Rent 14,627

50,00050,000Deposils- Court Cl ieS

760,606586,854Olher Receiwblet 3ale Of Poryer

1,500 1,500Oher Recei\abls
12,499,87312,010,567Total current rec ivables

Non-current rec ivables

Long term debton

rSPublic organizatic

rllowanceLess: impairment

Cunent portion [i r{ened to cunent receiubles

Total non*urre t receivables
,l2,499,873

12,0,l0,567Total recelvablt r(a+b)

Current re reivables

308,796335,406lnterestRe eivables

6,7M5,052Staff Advar

315,580340,458Total curu nt receivables
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Rural EIectrification aud Retrewablc Iinergy Corporation
Reports and Financial Statements
For the year ended Jurte 30r 2021

NOTES TO TI{E FINANCIAL STATBMENTS (Cotttiltued)

30 INVENTORIES

31 INVESTMBNTS

394,643 409,102Poles

227,804 277,578lnsulators

1,133,675 1,866,444Conductors, Stay Blocks and \Mres

1,437,993 1,476,281Hardware line items'

1 ,191 ,1 04 1,331,152Transformers

585,720 661,504Surge Diverters Circuit Breakers and lsolators

41,776 17,898Stationery

1,833 1,365tcT

5,014,548 6,041,324
Total inventories at the lower of cost and net realizable

value

a) lnvestment in Treasury bills and bonds

Financial institution
CBK

CBK

Sub- total

b) lnvestment with Financial lnstitutions/ Banks

COOP Bank

KCB

Sub- total

c) Equity investments (specify)

Equity/ shares in entityxxx

Sub- total

Grand total

3)_



I
Rural
Reports and cial Statements
For the June 30, 2021

Rnd Renervnble Encrgy Corporation

r

NOTES TO FINANCIAL STATEMENTS (Continued)
d) Sha g in other entities

For in equity share listed under note 31 above, list down the equity
under the following categories:

o/o % Shs Shs ShsYo

Enti$A

EntityB

EntityC

EntityD

33
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lltr ral lllcc trifi cation alt rl I{encu'tble I}lcrgv C orp ora tiou

Iteports and Fiuancial Statcntcltts
lior thc ),car ended June 30, 2021

NOTES TO TIIE FINANCIAI, STATEi\{BNTS (Cotttinued)

33 INTANGIBLE ASSBl'S-SOIIT\A/AIt.B

(tl,2l2

34 IN\/BSTMENI'PROPER'I'Y

2020-2021 2s19-2Oi2.O

i<Sls.
At be I t'l rlt rl oI'tlrc citt-

Additior-rs
De r-eclatror-l
At end of thc ycar-

35 TRADE AND OTI{EII PAYABLI]S FI{ON{ II,XCLIANGIi 1'ITANSACTIONS

2020-2ti21

KShs .,:; KStis

T rade-Creditors inwiced 847,284 1 ,004,5'13

T rade-Creditors not inr,oiced

T rade-KPLC Metre Deposits

1,115,603 1 ,013,994

713713

Other payables-VAT ded ucted '16,637

Other payables-Payroll Payables 0 0

Total trade and other payables 1 ,963,600 2,03s,857

36 TIIIFI.]NDABLI' I)EI'OSITS FITON'I CUSTON'II,ITS

pesgriptigp 2:020-2021 2019-2,0i20

t(Slrs I(Sus
Consunrer cleposits 20o 200
Other cleposits
'I'otnl cle posits 200 200

'"f ,t.1 .i,,,.:,;.1l,:li KSip" ', '. "'r'i"itr:iitshi

Cost
384,659 366.955At beginning of thc ycar'

11,70448,122Additions
384,659.027432,',l81At cnd ol'the year'

Additions-internal dcvelo ntel'rt

384,(r59432,781Atendoftheyear
Atnortizttion a ncl inrpail'lne rt(

(324.3s4)(346,592)At bcginning of thc yca r
(22.231)(24,977)

(346,592)(37I,5(r9)At e nd ol' thc yea r
Arnoltization

(371,569) (346,592)r
loss

At cnd of thc
38,067NI}V
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Rural Electrification and Renewirblc Energy Corporation
Reports and Financial Statentents
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMBNTS (Continued)

37 CURRENT PROVISIONS

38 FINANCE LEASE OBLIGATION

39 DEFERRED INCOMB

The deferrcd inconre movcment is as follows:

64.r88llalance ly'd (1.07.20201 15,455 22,689 15,81 I 4,1?0 6,062

i,283 3,000 28,253Addilional Provisiom t7,970

6_702 6,702Les: Provbion utilised

I5.45i 15,455Les: Transfcrs fronl non -curent pro\4srons

16,392 4.r70 9,062 70,283Total Drnvisions us nt 30.6.2020 l?,970 21.,689

I(Shs l(Shs l(Slls l(Shs
Withiu cun'errt year

[,ong terrn poltion of lease t)ayruelrts
'['otal nrovisiors

N ational go ver-r'rn're nt 280,OOO 280,OOO
Internatio nal liu'rd e rs
Public corrtributions and donations
Total defened inconre 28(},OOO 280,OOO

,+r&*rl:lirt lr. [!:r r.' ;,ri*.

280,000Balance brousht forrvard 280,000

Additions

Transfers to Capital fund

Transfers to inconre statenrent

Other transfers

280,000 280,000Balance carried fonl'ard

36



Itural Electrificatiolr and llcncvvablc ltincrgl' Corporatiort
lleports and Finaucial Statements
For thc year cndcd Junc 30, 2021

a

NO"I'DS TO TIIE FINANCIAL Sl'ATBi\{BN'IS (Contittucd)

4O EMPLOYEEI}ENBIIITOI}LIGATIONS

., t,,.i.;."' :i' I,i:1
- .i .,..r: r. ;r
1,5,;:;,,'.1;:

,t 'j !,j. 'i.{t'.-

2420.2021.
;ri{iil*Si::
irrli''i"tijl4

I(Shs l(Shs l(Sls l(Shs l(Slrs

Curre nt benefit obligation

N on-current benefit obligation

Total cnrtrloycc bcnclits obligation

T|e cptity operates a clelined benefit scherne fbr all full-titne etnployees fi'oln July l, 2020. 'l'lte

Scheme is based otl xxx percentage o[ salary of an employee at the titue of retiretueut. Duling the

year, uo actuat'ial valour's lvel'e engaged to valuc thc schetne . The liability at the elld o1'the 1's31

is as follows:

The eltity also contributes to the statutory National Social Security Fund (NSSF). This is a defined

coltributiol scheme registered uucler the National Social Security Act. The entity's obligation

r"rnc'ler the schelre is limited to specilic contribtrtions legislated from tiure to time and is ctrrrently at

Kshs.l, 0li0 per ernltloyee per tnouth.

4I NON-CURRN,NTI'RO\/ISIONS

servrce
'. Other

'Pmvisions

rl
il Kshs(000) Kehs(00Q) Kshs(000) Kshs-(000)

llalancc at tltc bcgirrning ol'tltc ycnr

Additional Provisiotts

Plovisiou utilisecl

Change clue to discottttt attcl tiurc value lbr nlollcry

l-.ess: Current pol'tion

lbtal dc l'c nttl ittcotttc

Kshs(000) j .Ksh$(Q0O)

Valuation at the beginuing of the year

rn rraluation dut' the r

Valuation at end of the ye ar

)t
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Itural Electrification Bnd Rencwnble Energy Corporation
Reports and Finaucial Statements
For the year ended June 30. 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

42 BORROWINGS

The analyses of both extemal and domestic bonowings are as follows:

43 SERVICECONCESSIONARRANGEMENTS

a

Bahrpe at beginning ofthe period

External borrowings during tlre year

Dornestic bon'owinp duriry the year

Repaynents of external bonrcwings durug tlie period

Repayments ofdonrestics bonirwiugs during ttre period

Bahrpe at erd ofthe perbd

Slrort tenn bonrrwings(cunent portbn)

I-ong termborowingg
Total

Fair value of service concession assets recognized r.uder PPE

Accuunrhted depreciation to date

Net carrying anrount

Service concessbn liability at beginning of the year

Service concession revenue recognized

Service concession liability at end of the year

38



llural Blectrificatiotr atrtl Ilenervable Ilncrgy Cor'poratiou
Reports and Fittartcial Statentents
For the year cndcd Juuc 30, 2021

NOTES 1'O TIIE FINANCIAL STATBMENI'S (Coutinucd)

44 CASI{ GBNERATED FI1OM OIIERATIONS

45 FINANCTAI, RISI( MANAGBMENT

TIie Corporation's activities expose it to a variety of fiuancial lisks including credit arnd

liquidity risks and elfects of changes in foreign clurency. The Corporation's overall risk
lllallagernent progranr-me focuses on unpredictability of changes in the business

envirorulent and seeks to miniurise the potential adverse eflect of sttch risks on its
perfomrance by setting acceptable levels of risk.'l'he Corporation does not hedge any risks
ancl has in place policies to ensure that credit is only exteucled to cttstourers with an

established credit history.

The Corporation's I'inancial lisk management objectives and policies are cletailed below:

(i) Credit risl<

The Corpor-ation has exposure to credit risk, r.vhich is the risk that a counterparty u,ill
be unable to pay zunouuts in full wheu clue. Credit risk arises fi'om cash aud cash

cquivalents, ancl clellosits witlr lranks, as wcll as tracle aucl other reccivables ancl

availabIe- for-sa le [-t uauc ia I i nvesttnctrts.

IVlanagement assesses tlie creclit quality of each custolller, taking into ztccttuuL its

financial position, past experience and other [hctors. lnclivicluerl risk liniits are set based

on intemal or cxterual assessn'rent in accorclance with liurits set by the clirectors. -l'he

amounts presentecl in thc statenrent ol' financiaI lrosition are r]et of allowances tbr
doubtltl leceivables, estinratccl by the entity's rlrallagelllent basecl on pt'ior experieuce

ancl their assessrl-rent of the curretrt ecottoutic euviroltttlettt.

LI?,i,[,,.,i'C,7i*:i"::;::-:l:i,,r.",.. 1;1;rr i1, .':,',.';:.,t,;,'. 1::'.j,':-r;j--,;i,,,..;;,,--,*'.i I,, :. i:i ji;.?o?Q jI9?: $.,ii[iffiP.I9.?Q{Q
,,,,,,.1dllli$ili1'fl$i i;, f i:: :1

$-:r.l 
:, f i:!lr 

: 
KSh3l00 g!

Surplus for the yc:rr lrclblc tax 7,072,092 5,790,527

Adiusted for:
Depreciatiorr 1.677,767 1.304,712

Norr-cash grarrts received

Contributed assets

Inrpainnerrt

Gains and losses on disposal of assets

Corrtri[:ution to provisiorrs 28,253

CorrtribLrtion to irnpailrncnt allowarrce

Finarrce irrcome

Finarrce cost

Worhing Capital arljus tnre nts

Increase ir1 irlventoly (1,026,116) (790.643)

Increase in receivables (464.428\ ( r.2 r r.560)

Increase in deferred ir.rcoure

Increase in payables (325,953) (6s6.230)

lncrease in paynrents received itr advatrce

Net caslt florv fi'ont operating activities 6,960,954 4,436,805
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Ilural Elcctrification and Rene$'ablc Energy Corporation
Reports and Financial Statcments
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

45. FINANCIAL RISI( MANAGEMENT (Contirtued)

(i) Credit risl< (Continued)

The canying amount of financial assets recorded in the financial statelllents

representing the Corporation's maximLlm exposure to credit risk without taking accollnt
of the value of any collateral obtained is rnade up as follows:

The custorners under the futly performing category are paying their debts as they
continue trading. The credit risk associated with these receivables is nrinimal and the

allowance for uncollectible arnounts that the Corporation has recognised in the

financial statements is considered adequate to cover any potentially irrecoverable
amounts. The entity has significant concentration of credit risk on amounts.

The board of directors sets the Corporztion's credit policies and objectives and lays

down pammeters within which tlie various aspects of credit risk mauagement are

opemted,

(ii) Liquidity risk managenrent

Ultimate responsibility for liquidity risk rnarragement rests with the Corporation's
dircctors, who have built an appropriate liquidity risk management fi'arnework for the

management of the Corporation's short, mediun't and long-term funcling and liquidity
lnanagement requirernents. The Corporation rllanages liquidity risk thlough continuous
rnonitoring of forecasts and achral cash llows.

The table below repl'esents cash flows payable by the Corporation under non-

derivative financial liabilities by their renraining contractual matut'ities at the reporting
date. The anlounts disclosed in the table are the conttactual undiscountecl casli flows.
Balances due within 12 rnonths equal their calrying balances, as the impact of
discounting is not significant.

a

At 30 June 2021

I 2,505,573Receivables l}om exchange tmnsactions 12,010,567

Receivables fiom non exchange

tmmactlom
340,4 58 315,580

3"704,441Bank balances 5,773,477

Total 18,124,502 16,525,594

At 30 Junc 2020

12,499,873 7,396,999Receivables fi om exchange tmnsactions

i 15,580 3 10.598
Recehables fiom non exchange

tmnsactions

Bank balances 3,104,441 4,838,537

16,519,893 12,546,124'Iotal
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RISI( MANAGEMENT (Continued)

risk management (Continued)

has put in place an internal audit ftinction to assist it in assessing the risk
the Corporation on an ongoing basis, evaluate and test the design and

of its internal accounting and operational controls.

is the risk arising from changes in matket prices, such as interest rate,
and foreign exchange rates which will affect the Corporation's income or

of its holding of financial instruments. The objective of rnarket dsk
is to manage and conhol market risk exposules within acceptable

, while optimising the return. Overall responsibility for managing market
the Audit and Risk Management Committee.

tion's Finance Departnrent is responsible for the development of detailed
policies (subject to review and apploval by Aurdit and Risk

. Invoices denorninated in foreign currencies are paid after 30 days
<late of the invoice and conversion at the tilue of paynrent is done using
iling exchange rate.

r

(ii)
a

a

The

the
equity

Mana Conrmittee) and for the clay to clay implenrentation of those policies.

Thele been no change to the Corporation's exposure to nlarket risks or the tnarurer
in which manages and measures the risk

a)F currency risl<

The has tmnsactional ctrn'erlcy exposures. Such exposure arises
purchases of goods and seryices tlrat are done in currencies odrer than the

At 3( Jun,e 2O21
l,963,600 r,963,600Tradd payables

Currdht portbn of bon'owings
7O,283 70,283Provifircrs

280,OOO 280,OOODeftrlted income
Empl{yee benefit ob ligatircn

2,3r3,883 2,srs,883Totall
At 30lJune 2O2O

2,O35,45'7 2,O35,8s7Tr:ad(lpayabbs
Cr-n'reftt portiorr of
lr-,r'-lLi.oo

64, I 88 64,1 88Provifons
280,OOO 2BO,OOODelbr{ed income

Ernp(yee berefit obligation
2,38O,045 2,380,O45Tota!ll

the

4l



Rurnl Electrification and llencrvable Energy Corporation
Ileports and liinaucial Statemcnts
For the year euded June 30, 2021

NOTES TO THB FINANCIAL STATBMENTS (Continued)

45 FINANCIAL RISI( I\{ANAGEMENT (Continucd)

(iii) Market risk (Continued)

Foreigrr currency sensitivity analysis (Continued)

b) Interest rate risk

Interest rate risk is the risk that the Corporation's financial condition may be

adversely affected as a lesult of changes in interest rate levels. The Corporation's
interest rate risk arises fi'om bank deposits. This exposes the Corporation to cash

flow interest rate risk. The intelest rate risk exposure arises mainly fi'om interest
r?te nr.ovelrents on the entity's deposits.

Manogent.e nt of in.terest rate rislc
To rnanage the interest rate dsk, lllanagelrent has endeavoured to bank with
institutions that offer favourable interest rates.

Sensitivi.A analysis

The Corporation analyses its interest rate exposul'e on a dynamic basis by
conducting a sensitivity analysis. This involves determining the impact orr profit
or loss of defined rate shifts. The sensitivity analysis for interest rate risk assumes

that all other variables, in particLrlar foreign exchange rates, retnain constant. The
analysis has been performed on the same basis as tlte prior year.

Using the end of the year figures, the sensitivity analysis indicates the itnpact on
the statement of compreltensive income if current floatirrg interest rates.

a

2020
Euro t0%
USD r0%
20r9

10%Euro
USD r0%
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NOTES TO FINANCIAL STATBMENTS (Continued)

45 FINANC MANAGEMENT (Continued)

Fair vnlue of ncial asscts and liabilities
instruments nr.eas u red at.fair value

of fair value and fair values hierarchy

30 specifies a hierarchy of valuation techniques based on whether the

to those valuation techniques are obserable or unobseryable. Observable

reflect market clata obtained fiom independent soulces; unobservable

reflect the Corporation's tnarket assumptions. These two types of inputs

created the following fail value hierarchy:

Level I - Quoted prices (unadjusted) in active markets for identical assets or

liabilities. This tevel irrcludes listed equity securities and debt instruments on

exchanges.

Level 2 - Inputs other than quoted prices included within Level I that are

observable for the asset or liability, either directly (that is, as prices) or

indirectly (that is, derived from prices).

3 - inputs for the asset or liability that are not based on obseruable

mar-ket clata (unobservable inputs). This level includes equity investments and

clebt instruments with significant unobservable con:ponents. This hierarchy

requires the use of observable market data when available. The Corporation

considers relevant and observable market pt{ces in its valuations wherc

table shows an analysis of financial and non- financial instruments recolded

a)

a

a

The
at fair by level of the fair value hierarchy:

were llo transf'ers between levels l, 2 and 3 during the year

Kshs(000) I(shs(000
)

Kshs(000)IGhs(000)At 30 Jri rc2021

I AssetsFinanci:
xx)(ruity investmentsQuoted t

Non- fir rncial Assets
IrrwcctmC l1l,0l6nt propetty

I I1,016I I1,016Land anr buildings
111,016

I 1 1,01(I11,016

At 30 Jt rc2020
Firraucir I Assets

Ouoted r :luity urvestments

Non- fir: rncial Assets
[nrrectrn r rt property

111,01(l l l,0l6Land anr buildings

111,0161l1,016
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NOTES TO TIIE FINANCIAL STATEMENTS (Contiuued)

45 FINANCIAL RISK MANAGEMENT (Continucd)

Fair value of financial assets and liabilities (Continucd)

a) Financial instruments not measured at fair value (Continued)

Disclosures of fair values of financial instruments not measured at fair value have

not been made because the carrying amounts are a rcasonable approximation of
their fair values.

iv) Capital Risl< Management

The objective of the Corporation's capital risk management is to safeguard the Board's
ability to continue as a going concem. The entity capital structure comprises of the

funds

Gearin

46 RELATED PARTY BALANCES

Nature of related party relatiousltips

Entities and other parties related to the Coryomtion include those parties who have ability
to exercise confiol or exercise significant influence over its operating and financial
decisions. Related parties include management pemonnel, their associates and close

family memberc.
Governnrcnt of l(enya
The Government of Kenya is the principal shareholder of the Corporation, llolding 100%

of the Corporation's equity interest. The Government of Kenya has plovided tull
guarantees to all long-tenl lenders of the entity, both domestic and external. Other related
parties include:

i) The National Govenunent;
ii) The Parent Ministry.
iii) Kenya Power.
iv) Key management.
v) Board of directors

a

42,076,542 42,076,542Development resere
Retained eamings 75,306,965 75,351,130

53,596 53,596Capital reserve

L17,437,102 109,474,948Total funds

T'otal borrowings
5,773,477 3,704,441Less: cash and bank balances

Net debU(excess cash and cash

equivalents)
% %
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Rural Electrilicn n Bnd Renelrynblc Energy Corporation
Reports and Statements
For the June 2021

NOTES TO FINANCIAL STATEMENTS (Cotttinued)

47. RELATED TY BALANCE (Contiuued)

with related partiesTransactions

lated partiesa) Sales to r

Sales of gr ods to xxx
487,394 s09,s14Sales of st vices (Power)

481,394 509,614Total l

m the Governnrclttb) Grants fr,

430,000Grants fro r National Govt 365,000

Grants fio r County Govemment
Donations ,n kind

365,000 430,000Total

c) Expenses ncurred on behalfofrelated party

f salaries and wages for employeesPaynrents
cr goods and seryices forPayments

Total

d) Kev mana Iement conpensntion

28.44846,378Directors' )rnoluments
153,369 140,335ion to key rnanagementCornpensa

200,747 168,783Total
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For the year ended June 30, 2021

NOTES TO TIIE FINANCIAL STATEMENTS (Cotttinrred)

47 SEGMENT INFORMATION

The Corporation does not have independent regional opemtions

48 CONTINGENT ASSETS AND CONTINGENT LIABILITIES

49 CAPITAL COMMITMENTS

50 DIVIDENDS/SURPLUSREMISSION

In accordance with Section 219 (2) of the Public Fiuancial Management Act regulations,
regulatory entities shall remit into Consolidated Fund, ninety per centuur of its surplus
funds reported in the audited financial statements after the end of each financial year.

The Corporation does not pay dividends.

51 TAXATION

Court case xv aginst ttr entity

Bank guarantees in frvour of subsidiary

Total

Ar-tlrorised frr
Authorised and contracted for
Total

3,337 23,343Tax pavable- Witheld Tax 3% Agency

2,793 8,1 73Tax payable- Witheld Tax596 Prof.fees

172,536 150,575Tax payable- Witheld Vat

2,572 6,452Tax payable- Witheld 1ax2%o Agency

At end oftlre year t8I,238 I88,542
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NOTES TO TIIB FINANCIAL STATIiMEN'IS (Contintted)

52 DBFEITRED TAX LIABILITY

Defep'ed tax is calculated on all temporary differences under the liability rnethod using

tl're enacted tax rate, currently 30%. The net cleferred tax liability at year end is
attributable to the following items:

2024:2021,. -q,,.art-, - ,i+.

Accelerated caoitzrl allorwarrces
Ijrrr ealised exclranqe sairrs/(losses)
Revaluration srrrpllrs
Tax losses can'ied firrward
l)rovisiorrs lirr liabilities at'rd clrarges

{ c t dcl'e rrcd tzrx linbilitv/(as s c t)

r11C)

Ilalarrce at begirlrirrg of tlrc ycar
Creclit to revaltratioll r'eserve
LJnder provision irr prior )'eerr
I rrcolrre staterrer'rt clraree/(cred it)

Balance at end of the vear

[In orclinary circuntstcurce.s public sector entities under"lP.Sls are not erytectecl to pctv ta\es.

Houtet,er, in specific ccrses u,here this i.s applicable an organiscrtion is sLtpposed to seeli guidance

on ctccottttting.for inconte laxesft'onr IAS 12)

53 BVT'NTS AFTBR TIJE I].EPORTING I'BIIIOD

There were l1o material adjusting and non- adjusting evellts after the reporting period.

54 ULTIN{ATE AND IIOI,DING ENTITY

The entity is a State Corporation/ or a Sen'ri- Atttonomous (lovel'rurent Agency under thc

Ministl'y of Energy. Its ultir,rate parent is the Goverlrnetll of Kenya.

55 Curt'ency

'lhe financial statenlertts are preser,ted in l(enya Shillings (Kslts)
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19. APPENDICES

APPENDIX 1: PROGRBSS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The followilg is the sumnrary of issues raised by tlie external auditor, and management

comrnents that were provided to the auditor. We have nominated focal persons to t'esolve the

various issues as shown below with the associatecl titne fi'ame witliin which we expect the issues

to be resolved.

I

3 r.12.2020

*i/sits.!!tr.7ieii .*
:l - ' luir.r: 1 'r t,l

Eng. Esther Ruto
Ceneral Mauager'
Technical
Services

Resolvecl

The capitalizatiou ancl

creation ofprojects in the

system is a continttotts
process. It follows that
tlrele will always be

figures in transition
accounts ancl Work ln
Progless accoullts
relrrcseuting the ongoing

Qualificatio
I'I

Property Plant &
Equiprnent

Not resolved 30. r 2.2021
Sharon Tugee
Manager l-egal
Depal'tlnent

Unrecoveled duty
Paicl to Kenya
Revenue Authotity
(l(RA) on Behalf of
Venclors

The matter is iu court ancl

Apar has instructiotr tlreir

aclvocate in Keuya to Irtet'

al)pearallce. The coul't

process is ou cottt'se.

Ernphasis of
matter

,/I
I

--\*\Y -f

Cliief Executive Offi cer Chairruan of the Boarcl

out. ?.qIt *; ff,;eg€.h.LrEoo t".].d !t. $f.fr Hefl?61\ Lr H
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Rural Electrific nnd Renewable Encrgy Corporntion
Reports and cial Statements
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APPENDIX II: OJECTS IMPLEMENTED BY THE ENTITY

Projects

Projects by the State Corporation/ SAGA Funded by development partners

Status of Proj completion

(Summarise the s of project completion at the end of each quat'ter, ie total costs incurred,

stage which the is etc)

I
2

I

2

3
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Rural Blcctrification ancl Rcuovable Bncrgy Cor;roration
Reports and Financial Statemettts
For the yea r ended June 30, 2021

APPENDIX III: INTER-EN]]ITY TRANSFBRS

ENTITY NAME: REREC
Break down of Transfers from the Ministry of Energy 2020/2021FY

a Recunent Grants

Bank S1aleltsrl!!a!q Amount (KShs)

lndicate tlie FY
to which the
amounts relate

4rr' Septemb er'2020 91,250,000.00 2020t2021
4t" December 7020 9l ,250,000.00 202012021

27th Aprrl2O}l 91,250,000.00 202012021

I 1tl' June 2021 9l,250,000.00 202012021

Total
365,000,000

Petroleum Development
Levy Flom The Ministrv

l lt'' November 2020 1,359,000,000 2020t2021

Total 1,359,000,000

World Bark-KOSAP I10,868,972 202012021

Total 110.868.972

REP LEVIES( From K-PLC)

27't' Jtrly 2O7O

282,810,965.25
202012021

3l't August 2020
359,617,428.25

29'l' SeptembeL 2020
400,609,567.45

30'l'October 2020
402,148,871.85

30'l' Noveurber 2020
416,7 69,873.60

31'' Decenrber 2020
405,461,26'7.10

31't January 2021
389,094,830.00

a
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The above amounts ve been cornmunicated to and reconciled with the parcnt Ministry

a

!t

Manager Finance
REREC

Sign

unts Head of Accounting
Ministry Of Energy

Sign

25th February Z02l

407,810,435.10

3l't March 202l
418,788,257.25

30th April202l
459,420,512.20

3l't May 2021
464,646,950.95

29tl'June 2021
393,105,573.70

4,800,284,532.70

b Development t irants
Totals

Bank Statement Date Auqount (KShs)

Indicate the FY
.te.whiehlhe
amouuts relate

18'h September 2020 362,500,000.00
202012021

27tt'April}O2l 362,500,000.00
20201202t

27th April}O}l
75,000,000.00 2020t202t

6th Jtrly 2021 75,000,000.00 2020t202r

Total
875,000,000.00
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