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l. Acronyms and Definition of Key Terms

A: Acronyms and Abbreviations

A.I.A

CBK

CS

HRD

ICPAK

IPPD

IPSAS

KEBS

KECOSO

KISM

LAPSSET

MHRMAC

NITA

OAG

OCOB

OSHA

PFM

PPE

PPRA

PS

PSASB

SAGAs

SC

TNT

WB

Appropriation -in-Aid
Central Bank of Kenya

Cabinet Secretary

Human Resource Development

Institute of Certified Public Accountants of Kenya

Integrated Payroll and Personnel Database

International Public Sector Accounting Standards

Kenya Bureau of Standards

Kenya Comm unications Sports Organ ization

Kenya Institute of Supplies Management

Lamu Port -South Sudan-Ethiopia-Transport

Ministerial Human Resource Management Advisory Committee

National Indusrial Training Authority

Oflice of the Auditor General

Office of the Controller of Budget

Occupational Safety and Health Act of 2007

Public Finance Management

Property Plant & Equipment

Publ ic Procurement Regulatory Authority

Principal Secretary

Public Sector Accounting Standards Board

Sem i-Autonomous Government Agencies

State Corporations

The National Treasury

World Bank

B: Definition of Key Terms

Fiduciary Management- Members of Management directly entrusted with the responsibility of
financial resources of the organisation.

II
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2. Key Information and Management

(a) Background information

The State Department for Transport, vide the Executive Order No.l of 2023 (lssued in January

2023) was placed under the Ministry of Roads and Transport. The Ministry is headed by

Cabinet Secretary while the State Department for Transport is under leadership of principal

Secretary, responsible for the general policy and strategic direction of the Department

Mandate

The Executive OrderNo.l of 2023 (lssued in January 2023) on Organization of the Government

of the Republic of Kenya vests the leadership of the Ministry of Road and Transport under the

cabinet Secretary. ln relation to transport, the cabinet Secretary oversees and coordinates the

implementation of the following functions;

l. Transport Policy Management

2. Rail Transport and Infrastructure Management

3. Fast Tracking ldentified Northern and LAPpSET Transport corridor projects;

4. Oversight and Co-ordination of Northem Corridor Transport and Lamu South Sudan

5. Ethiopia Transit (LAPSSET) Programs Implementation

6. Civil Aviation Management and Training

7. Registration and Insurance of Motor Vehicles

8. Motor Vehicles Inspection

9. National Transport Safety

10. National Road Safety Management;

I I. National Roads Transport Policy

12. Axle Load Control Policy and Standards

13. Development and Maintenance of Air Strips

14. Oversee the establishment of an integrated, efficient, effective and sustainable Urban

Public Transport system within the Nairobi Metropolitan Area

t
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Core Values

To ensure unity of purpose towards the vision, the State Department for Transport was

guided

by the following Core Values;

I . Respect and courtesy: Politeness towards others

2. Professionalism: Competencies and skills to deliver quality and efficient services

3. Integrity: A manner in which employees' exhibits honesty, moral and ethical standards,

including punctuality and commitment to the work

4. Transparency: Manner in which the employees disseminate information to ensure

seamless workflow.

5. Accountability: Manner in which the employees are held accountable for resources,

decisions and omission

6. Impartiality: Equal treatment of all employees (faimess)

7. Team work: Cooperation, consultation, collaboration and respect for divergent views

and opinions.

(b) Key Management

The State Department for Transport day-to-day management

offices;

(i) Cabinet Secretary

(ii) Principal Secretary

(iii) Senior Management:

- Air Accident lnvestigation Directorate

- Air Transport Directorate

- Road D irectorate

- Rail Directorate

- Shipping and Maritime

- Administration Division

- Accounting Division

- Internal audit Division

- Human Resources Management and Development Division

- Finance Division

is under the following key
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- central Planning and Project Monitoring Department (cppMD) Division
- Supply Chain Management Division

- ICT Division

(c) FiduciaryManagement

The key management personnel who held office during the Financial Year ended 30,h June

2025 and who had direct fiduciary responsibility were:

Fiduciary Oversight Arrangements
a) Ministerial Audit committee;

The Ministry has an active Audit committee that comprise of 5 (five) members

together with a National Treasury representative as per Section 73(5) of the public

Finance Management Act 2012 that provides that every national government public

entity shall establish an audit committee for the entity.

b) Public Finance Management Standing Commiftee

Members of the Budget Implementation committee were appointed as guided by the

Treasury's Circular at the beginning of the Financial Year ended 2024-25. All the audit

queries that were raised during the year were scrutinized by the Committee and the

reports were shared with the Executive for implementation in the areas which were. A
major oversight role was also provided by the Parliamentary Accounts committee.

They had meetings with the State Department officers led by the accounting officer

and sought responses for the issues raised by the Auditor General. The department

addressed the issues as required to the satisfaction of the Committee before the issues

were discharged. Further, Development Partners assisted in monitoring the projects

and issuance of No Objection before the expenditures were incurred.

Senior Management Committee

The state department for Transport had the following Senior Management

I Cabinet Secretary Eth Aug2024
Accounting Officer Mohamed Daghar, CBS 2"d Nov 2022

c)

No
.r -'Date.of

-Appoin tnrcn t

Davis Chirchir, EGH

2.
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Committees during the Financial Year 2024/2025.

i. Budget Implementation Committee

ii. Ministerial Human Resource Management Committee

(d) EntityHeadquarters

P.O. Box 52692 - 00200
Transcom House, Ngong Road
NAIROBI, KENYA

(e) Entity Contacts

Telephone: (25 4) 227 29200

E-mai I : ps@transport.go.ke

Website: www.transport.go.ke

(f) Entity Bankers

l. Central Bank ofKenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200

Nairobi, Kenya

(g) IndependentAuditors

Auditor-General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00r00
Nairobi, Kenya

(h) Principal Legal Adviser

The Aftomey General

State Law Office and Department of Justice
Harambee Avenue
P.O. Box 40112

City Square 00200

Nairobi, Kenya

vt
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Davis Chirchir, EGH- Cabinet Secretary Ministry of Roads
and Transport.
Mr. Davis Chirchir was appointed Cabinet Secretary in the

Ministry of Roads and Transport on 8th August,2024 by H.E. the

President William Samoei Ruto, phd CGH. Mr. Chirchir holds a

Masters of Business Administration in International Management

from Royal Holloway School of Management, University of
London and a postgraduate diploma in Teletraffic Engineering and

a Bachelor of Science Degree in Computer Science and Physics from the University of Nairobi.

He has a wealth of experience in project development, management and execution, strategic

leadership and fi nancial management.

Mr. Chirchir served as General Manager at Kenya Posts and Telecommunications Corporation

(KPTC) where he coordinated the restructuring of KprC to create Telkom Kenya,

Communications Commission of Kenya, Postal Corporation of Kenya and staff Pension Fund.

He also coordinated the privatization of Telkom Kenya and liberalization of the tele-

communications industry which ushered in Kenya's mobile revolution, through emergence of
industry players such as Safaricom. He was a member of the Technology Committee at Nairobi

Stock Exchange and supported the computerization of the Central Depository and Trading

System.

Mr. Chirchir was a Commissioner at the Interim Independent Electoral Commission (llEC)

where he spearheaded the introduction and application of information technology and reform

initiatives in voter registration and election results management, restoring confidence in the

management of the electoral process in the country. Prior to his appointment, Mr. Chirchir

served as the Cabinet Secretary in the Ministry of Energy and Petroleum.

v

3. Profile of Cabinet Secretary.
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4. Profile of Accounting Oflicer

Mohamed Daghar, CBS- Principal SecretarJ, State Department
for Transport.

Mr. Mohamed Daghar was appointed the Principal Secretary, State

Department for Transport in the Ministry of Roads and Transport on

2nd November 2022.

Mr. Daghar is a holder of Masters in Peace, Conflict and

Development studies from Universitiit Jaume I, Spain and BA

Intemational Relations from United States Intemational University,

Kenya, He has wealth of experience in safety and security matters. In his tenure, he is expected to

steer the State Department to successfully implement mass transit system in Nairobi, develop and

improve airports and airstrips, seaport and inland water ports, Nairobi Railway City, the Standard

Gauge Railway and multimodal transport corridors in addition to revitalization of road transport

services and safety among other projects of strategic national importance.

He is responsible for the Transport Policy formulation and execution, development of regulatory

framework for transport sector, oversee implementation of various transport programmes and

projects designed to realize efficient, reliable and seamless transport connectivity envisioned in

vision 2030 under Road, Rail and Maritime modes of Transport.

Key Management:

Dr. Duncan Hunda - Secretary, Transport Policy, Planning, Finance
and Coordination of State Corporations

University, Switzerland, a Master of Arts in International Finance from North London University,

UK, and a Bachelor's Degree in Economics and Statistics from University of Nairobi.

vl

f
r

7 Dr. Duncan Hunda is currently serving as Secretary, Transport Policy,

Planning, Finance and Coordination of State Corporations in the State

Department of Transport. He has over 25 years of Public Sector

experience. He is a Certified Public Accountant and a Member of ICPAK.

Dr. Hunda holds a Doctorate Degree (PhD) in Finance from SMC
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Mr. Paul Kingori- Director Road and Rail Transport.

Mr Paul Kingori serves as the Director, Road and Rail Transport

Department at the State Department for Transport in the Ministry of
Roads and Transport.

He holds a Bachelor Degree in Statistics and Computer Science from

Egerton University of Kenya:

He also holds Master of Engineering Degree in Transportation

Planning, IHE, DELFT University, Netherlands, Master Degree in Economic policy Management,

University of Nairobi and an Award Post Craduate Diploma in Public Transport Management,

Galilee Institute of Management, Israel.

Mr. Kingori has over 25 years' experience in the Civil Service having risen through the ranks over
the years.

Ms. Beatrice Nyamoita- Director, Maritime Transport.

Ms. Nyamoita serves as the Director, Maritime Transport Department at

the State Department for Transport in the Ministry of Roads and

Transport.

She holds a Bachelor of Arts Degree from the University of Nairobi and

Master of Science in Shipping Management from the World Maritime

University. She holds professional and management trainings among

them; Management of PPP projects, Port State control, Port Management, lnland Waterways

transport, Senior Leadership Development programme, and Corporate Governance and has wealth

of experience in maritime transport and port spanning over 20 years. She is the immediate former

Chairperson of the Committee on Indian Ocean Memorandum of Understanding on port state

control, which has membership of over twenty (20) countries that coordinate ship inspections &
surveys and capacity building to promote ship, cargo and maritime safety in the Indian Ocean

region.

She is a member of the Association of Maritime Practitioners.

lx
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Mr. Ibrahim M. Abdi, H.S.C. - Ag. Secretary Administration.

Mr. Ibrahim M. Abdi is the current Head of Administration in the State

Department for Transport.

Mr. Abdi holds a Master of Arts Degree in Human Resource Management
from the University of Westminster and a Bachelor of Education (Arts)
Degree from Egerton University. He has over 30 years' experience in
Public Administration and Management having served in various

Govemment Ministries, Departments and Agencies.

He has also attended several management and leadership programmes at Kenya School of
Govemment and the East and Southern Africa Management Institute (ESAMI) among others.

He is also a member of the African Association for Public Administration and Management
(APAAM). He has previously served as a board member at the National Transport and Safety
Authority (NTSA) and is currently a board member at Kenya Trade Network Agency
(KENTRADE).

His achievement includes providing Strategic Leadership, efficient administration and management
thereby creating conducive work environment for effective service delivery.

Timothy M. Mburu - Head of Accounting Unit-State Department
for Transport

Mr. Mburu holds a Master's of Business Administration (MBA) from

University of Nairobi and Bachelors of Commerce (Accounting Option)

from the Catholic University of Eastem Africa (CUEA).

He is also a Cenified Public Accountant (Kenya), Certified Intemal

Auditor, Certified Information Systems Auditor and Certified Risk

Management Assurance

John Mwai Macharia- Depufy Head of Accounting Unit

Mr. Macharia holds a bachelor of commerce (Finance Option) and he is
Certifi ed Public Accountant.

I
L.

9
&

He is a member of ICPAK with a wealth of experience both in private and
public sectors.

He also holds a certificate in strategic leadership development programme
and senior management course from Kenya School of Covernment.

x
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t+r r. -5

Ms. Benignas A. Luyera- Director, Supply Chain Management & Head of
Procurement.

Ms. Luyera seryes as the Director, Supply Chain Management and Head

of Procurement Function at the State Department for Transport.

She holds a Bachelor of Commerce in Business Administration from the

University of Nairobi, a Master's degree in Business Administration, and

a Professional Diploma in Purchasing & Supplies from CIPS. She has

undertaken professional training, including Strategic Leadership Development Programme, Public

Private Partnerships (World Bank-sponsored), and Contemporary Public Administration

Management (Galilee International Management lnstitute). With over 27 years of experience in

public sector procurement, she has a proven track record in leading procurement functions,

implementing policies, and mentoring staff. Her achievements include establishing efficient

procurement units, enhancing process flows, and promoting youth, women, and persons with

disabilities in procurement programs. She is a licensed member of the Kenya Institute of Supplies

Management (KISM) and a Certified Professional Mediator.

Mr. Antony Muriu- Director, Planning and Head of the Central Planning
and Project Monitoring.

Nairobi and a Masters Degree in Intemational Development Studies from the Craduate Institute of
Policy Studies in Tokyo, Japan.

Mr. Muriu has over 25 years' experience in Civil Service having risen through the ranks over the

years.

t".il{

xl

j6e61t
Mr. Muriu serves as the Director of Planning and Head of the Central

Planning and Project Monitoring Department at the State Department for

Transport in the Ministry of Roads and Transport.

He holds a Bachelor of Arts Degree in Economics from the University of

AE
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Ms. Mary Kemunto- Director Human Resource Management and

Development, State Department for Transport.

Ms. Kemunto serves as the Director, Human Resource Management

and Development (DHRM&D) at the State Department for Transport in

the Ministry of Roads and Transport.

She holds a Master's Degree in Administration & Planning, a

Bachelor's Degree in Education and a Post- Craduate Diploma in

Pius Muchai- Head of the ICT Directorate, State Department for
Transport.

Mr. Muchai seryes as the Director ICT. Pius holds a Master's degree in

Computer Based Information Systems from Strathmore University. Prior

to this, he completed his Bachelor of Science in Mathematics at the

Catholic University of Eastern Africa.

Mr. Muchai took on the role of Head of the ICT Directorate at the State

Department for Transport, in May 2023

Mr. John Mose- Head of Finance Department, State Department
for Transporl.

Mr. Mose is a distinguished economist and public finance specialist,

bringing nearly two decades of expertise in public policy development,

analysis, and implementation, with a focus on public finance and

budget management. His academic credentials are impressive, holding

both a bachelor's and a master's degree in economics from the

University of Nairobi. He is currently advancing his str.rdies with a PhD in Economics at Kenyana

Un iversity.

Mr. Mose possesses a robust theoretical foundation, integrated with hands-on expertise in managing

public finances and overseeing implementation of economic initiatives. His distinguished career

within several government departments and independent Institutions, where he has consistently

showcased his leadership in navigating complex fiscal landscapes. Particularly noteworthy is his

xll

6r r,5i

Human Resource Management.

She also holds a Strategic Leadership Development Programme (SLDP) qualification.

, ?i. t-L-
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contribution to the critical processes of budget formulation, execution, and reporting, as well as
policy development within the Office of the Controller of Budget, the Commission for Revenue
Allocation, the National rreasury, and the State Department for Transport, among others.

Beyond his direct fiscal responsibilities, Mr. Mose has also served as an altemate director for
esteemed institutions such as the Commission for University Education, Southeastem Kenya
University, and the Kenya National Highways Authority. In his capacity, he has offered invaluable
strategic guidance and demonstrated a keen ability to enhance govemance, strengthen financial
oversight, and improve decision-making frameworks.

5. Statement by the Cabinet Secretary

The Executive Order No.l of 2023 (lssued in January 2023) on

Organization of the Govemment of the Republic of Kenya vests the

leadership of the Ministry of Road and rransport under the cabinet

Secretary. In relation to transport, the cabinet secretary oversees and

coordinates the implementation of the following functions;

I . Transport Policy Management

2. Rail Transport and Infrastructure Management

3. Fast Tracking ldentified Northem and LAppSET Transport corridor projects;

4. oversight and co-ordination ofNorthern corridor Transport and Lamu South Sudan

5. Ethiopia Transit (LAPSSET) programs Implementation

6. Civil Aviation Management and Training

7. Registration and Insurance of Motor Vehicles

8. Motor Vehicles Inspection

9. National Transport Safety

10. National Road Safety Management;

I l. National Roads Transport policy

12. Axle Load Control Policy and Standards

13. Development and Maintenance of Air Strips

14. Oversee the establishment of an integrated, efficient, effective and sustainable Urban public

Transport system within the Nairobi Metropolitan Area

x t

I
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In implementing the above functions, the Cabinet Secretary guides the State Department in the following

goals;

. Providing enabling environment for eflicient service delivery (Policy, Legal, and Institutional

Framework)

. Developing, maintain and manage adequate transport infrastructure and provide efl'icient

transport services

. Continually developing and commercialize new ideas, implement new processes for efficient

service delivery Research and Development

. Lobbying for adequate Resources from the GOK, Development partners and private players

r develop skills for competence development for adequate human and non-human capital

(Capacity Building)

. Providing quality of Service, Safety and Security and to ensure environmental sustainability

The Cabinet Secretary, in his stewardship of the State Department for transport mandate, the following

objectives vis-i-vis action points are the driving parameters;

OBJECTTVES

Objectives on Policy, legal,
and institutional framework

I

II

III

Formulate and review policies, legal and institutional frameworks

l00oZ enforcement of regulations and standards

Improve the transport sector operational environment

Objectives on Transport
Infrastructure and Services

Expand airports capacity to 40M passengers annually and to
grow cargo handling at the rate of20Yo per annum.

Improve domestic air connectivity
To expand, upgrade and maintain inter modal transport system

lmprove rail modal share

To grow total port cargo throughput from 33.623M to 37.73M
To improve overall port efficiency by 35%
Reduce fatality index by 6%o per 10,000 vehicles and lnjuries
indexby 4%o

I

II
III
IV

VI
ilt

Objectives on Innovation,
Reiearch and Development

To identify areas for operations cost reduction in major transport
corridors by 25%o

To reduce transit time by 30% in Urban Centers

Objectives on Capacity
Building

To attract and retain professionals in the transport sector
To continuously upgrade skills and technology for the
professional in the transport sectors

To improve the work environment

I

II

lll

xtv
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In the year under review, the State Department for Transport managed to meet most of the targets and
continues to enhance efficiency by instituting cost cutting measures in order to deliver more with
limited resources.

Hon. Davis Chirchir, EGH

Cabinet Secretary

Ministry of Roads and Transport

xv
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6. Statement by the Accounting Officer

The State Department for Transport, in its contribution to the

achievement of Bottom-Up Economic Transformation Agenda

(BETA) and Vision 2030, whose focus is in manufacturing pillar,

targets the development of modern and efficient transport systems

focusing on increasing Kenya's competitiveness in transport services

in the Region

The total approved budget for the State Department was Ksh 48,036,177,529 Recurrent Kshs-
18,720,090,029 and Development Kshs 29Jl 6,087,500.

The pie chart below depicts the budget allocation by Programs and proportional percentage of the
total budget allocation. Rail Transport 55%, Marine Transport 37o, Air Transport Services Z4o/o,Road.
Transport l2Yo and General Administration and Support Services 60Z.

BUDGET ALLOCAT]ON BY PROGRAMMES

Rail Transport
s5%

I
I
I

:.... ,-.i:
-- :l:-

Marine Transport
3%Road Transport ----'t2%

Geoeral Administration,
Planning and Support
Services

6%

_Air Transport
24%

xvr

The following are key activities carried out by State Department in the year under review:

l. summary of the budget performance against actual amounts [or year 2024-2025

I



The State Department was to expend the gross budget of KShs. 4g,036,1 77,52g under the following
economic item as tabulated below against the actual Expenditure incurred based on the Tota'i
Receipts Availed to the Department of KShs 30,r7g,46s,4g2 as taburated berow;

Budget Utilisation per Economic Items

STATE DEPARTMENT FOR TRANSPORT
Annual Report and Financial Statements for the year ended June 30, 2025

Summary of the Key Achievements

Review of Traffic Act: Consultancy advertised and Evaluation conducted to proceed to

Request for Proposal (RFP).

E-Mobility Policy: Policy developed, Executive Approval given in March2025.

Roadside Stations (RSS) Regulations: Pre-Publication Scrutiny done, awaiting RIA.

Review of Kenya Railways Act Cap 397: Public participation done on Railways Bill and

report developed awaiting val idation.

Public participation and Regulatory Impact Assessment (RlA)completed for four regulations

in road transport (NTSA and Traffic Act)

Lefter of intent for Kenya cool Logistics corridor Cooperation between Kenya and

Netherlands signed. - MoU status to be confirmed.

National Aviation Policy: Sessional Paper adopted by Parliament;

Civil Aviation Act Reviewed (Bill Developed): Civil Aviation Bill drafted; Public

Participation conducted; awaiting fi nalization.

Civil Aviation Regulations Approved:9 Regulations developed;30 Regulations reviewed and

gazetted.

-3Yo

4l%o

I lYo

l00Yo

32v,

2

n.

iii.

iv.

vl

vll.

viii.

Compensation of
Employees

t92,74t,977 198,699,943 (5,957,966) l03Yo

Use ofgoods and

servlces
566,834,81 8 336,677,623 26,091,3t7 s9%

Transfers to Other
Government Units

47,082,9t7,500 4t,621,652,833 s,7s3,786,560 89Y.

Social Security Benefits 3,750,000 3,750,000 00

Acquisition of Assets 189,933,234 127,888,323 6,667,873 68Y"

Total Payments 48,036,177,529 42,248,664,675 5,787,512,854 88"

tx

xv

Variancr
o/to

Approved
Budget
Allocation

Actual
Payments

Variance Utilization
o//o



J

STATE DEPARTMENT FOR TRANSPORT
Annual Report and Financial Statements for the year ended June 30, 2025

x Public participation and Regulatory Impact Assessment (RlA) done for the following

Regulations, awaiting publication by the Attorney General.

l. The National Transport and Safety Authority (Operation of Commercial Service

Vehicles) Regulations, 2025

2. Traffic (School Transport) rules,2025

3. Traflic (Drink-Driving) Rules, 2025

4. Traffic (Motor Vehicle Inspection) Rules, 2025

Emerging issues

The need to increase the uptake of cleaner and sustainable fuels

and adoption of newer technologies in transport requiring high investments, embracing Public

Private Partnership (PPP) models, policy realignment and review of relevant Acts to align with

the Constitution of Kenya.

I . Strict internal control measures.

2. Diversification and/or adoption ofnew technological advancement

3. Application of lessons learnt

4. Disclosure of information

5. Best Practices

Challenges Reco m mend ations

Settlement of historical pending bills as first
charge affect implementation of current planned
activities

Provision of budgetary resources to settle
pending bills separate from current budgetary
allocation

Inadequate funds to support key programmes and
projects

Allocate more resources for implementing the
Transport sub-sector project

Timey Issuance of Exchequer

Insufficient funds to conduct Monitoring and
Evaluation. Monitoring and Evaluation was not
conducted due inadequate funds thus affecting the
covera e of the ro ect sco e, therefore leavin

Provision of adequate resources to conduct
Monitoring and Evaluation exercise

xv l

4. Key Risk Management Strategies

5. Challenges and Recommendations
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key projects unattended;

acquisition disputes and encroachment issuesLand y acquisition of land and settlement ofTimel
affected Persons

equate/ high turnover oftechnical staffingInad apacity building of the project implementation
teams and staff
C

cation processes of Agreements and
Legislative processes for approval of policies and
regulations are not in the control of the State
Department

Ratifi

Con clusion

Despite the challenges enumerated above, the State Department for Transport achieved most of its
targets in the 2024/25 Financial Year. This is due to its dedication and steadfastness in transforming

the transport sector as well as provision of services to the citizens. It is also commendable to note

that there were no reported cases of mmisappropriation of funds during the Financial year thus

afTirming the Department's commitment to prudent utilization of public resources. Finally, the State

Department will continue to enhance efficiency by instituting cost cutting measures in order to
deliver more with limited resources.

Mohamed Daghar, CBS

Principal Secretary

State Department for Transport
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6. Statement of Performance Against Predetermined Objectives for FY2O24/25

6.I Introduction

Section 8l (2) (0 of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the accounting officer when preparing financial statements of each Government

entity in accordance with the standards and formats prescribed by the Public Sector Accounting

Standards Board includes a statement of the National government entity's performance against

predetermined objectives.

6.2 Objectives

The key development objectives of the State Department for Transport for 2023-2027 plan are to:

II

III

Formulate and review policies and coordinate implementation of requisite policies, legal,

regulatory and institution framework and Formulate Development plans.

Expand the capacity of the aviation, maritime, rail and road subsectors.

Improve quality of service, safety and security in service delivery and promote

environmental sustainabi I ity.

6.3 Progress on the attainment of Strategic Objectives through Performance Contracting

For purposes of implementing and cascading the above development objectives to specific sectors,

all the development objectives were made specific, measurable, achievable, realistic and time-bound

(SMART) and converted into development outcomes. Attendant indicators were identified for

reasons of tracking progress and performance measurement: Below we provide the progress on

attaining the stated objectives:

xx
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Table 6.3.1 : Progromme perforntance

General
Administrati
on, Planning
and Support
Serv ices

To
Strengthen
institutional
capacity
and service
delivery.

Efficient,
accountable,
and wel l-
coordinated
operations.

Efficient
Service
Delivery

Level of
customer
satisfaction

% level of
customer
satisfaction.

100 r00 0 r00 r00 0 Customer feedback register
in place.

LAPSEET
Corridor plans
developed.

No. of
LAPSEET
Corlidor
plans.

J J 0 3 3 0 LAPSSET Marketing and
Communication Plan
developed.
Additionally, LAPSSET
I nfi'astructure sequencies
plan developed within the
fe rtin riod

LAPSSET
corridor
planning reports
submitted.

No. of
LAPSSET
corridor
planning
reports
submitted.

8 8 8 8 0 LAPSSET Planning
meetings convened on
quafterly basis. Reports
ava ilable.

xxt

Prog ra m nr e Strategic
Objective

O.u tcome Output Output
indicator
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Transcom
House
refurbished

o/o

completion
of Transcom
House
refurbishnren
t

40 40 0 40 40 0 The Department replaced

Local Area Network (LAN)
and has since signed the
contract for installation of
four (4) lifts. Full
installation expected by the
end offirst quarter FY
202512026.

LAPSSET
Corridor
strategies
developed.

No. of
LAPSSET
Corridor
strategies
developed.

3 0 ) J 0 J Strategies are in draft
awaiting validation by
Stakeholders.

Rail
Transport
Services

To
rnodernise
and expand
rail
services.

Reduced

Cost of
Transport
and Traffic
Congestion

Riruta - Lenana

- Ngong
Railway Line
constructed

%
completion
of Riruta -
Lenana -
Ngong
Railway Line

20 28.6 +8

6

20 28.6 +8.

6

Route al ignnrent desi gn

completed and approved

Station construction Ngong
station is at 74%

Culverts, subgrade and

bridge work ongoing.
Public
institutions
constructed

No. of Public
institutions
constructed
phase I.

2 0 25 -21 23 Construction of three public
institutions are at different
stages of irn plementation.

xx
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22 out of 25 institutions are

completed and handed over',

Cargo Handling
Facilities
(Taveta, Voi)
constlucted

o/o

comp letion
of Cargo
Handling
Facil ities
(Taveta,
Voi).

Construction of three public
institutions are at different
stages of irn p lernentation.

22 out of 25 institutions are

completed and handed over.

Voi-Taveta
rev italized.

%
com p letion
of
revitalization
of (Voi-
Taveta),

The Project Concept Note
was submitted to the
Ministry of Roads &
Transport for review and
onward submission to the
National Treasury for
consideration and approval

SGR flat
wagons
acquired.

No. of SCR
passenger

coaches
acquired.

2s0 20
230

300 300 0 A total 300 SCR wagons
delivered as follows:
50 Dec 2023,230Feb2024
and 20 refer wagons July
2024

SGR passenger

coaches
acquired.

No. ofSGR
flat wagons

acquired.

5 20 +15 20 20 0 All passenger coaches

delivered in J.:iy 2024,
tested and cornm issioned

xx r
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lntegrated
security
management
system in place

%
conrpletion
of integrated
security
management
system.

r00 98 -2 100 98
.\

Rernaining components are;
construction of gates at
Ngong and Rongai, and
fencing at Nairobi Terminus
to be completed in
subsequent period

SGR passenger

ticketing system
in place.

%
completion
ofSCR
passenger

ticketing
systern.

r00 50 -50 r00 50 -50 Completed developrnent of a
robust ticketing service for
the SCR prernium Selvice.
The new ticketing systenl
will be fully rolled out for'
the first and econorny
classes.

Logistics Hub
constructed in
Athi River

%
completion
of Logistics
Hub in Athi
River.

The Master Plan

development process has
progressed to the

finalization phase. Project to
be implemented in
FY2025t26

xx rv
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56 SCR
locornotives
overhau led

No. ofSGR
locomotives
overhauled.

Medium term repairs have
been undertaken awaiting
overhaul scheduled in the
FY2025t2026

7OO SGR
wagons
acquired.

No. ofSGR
wagons
acquired.

300 300 A total 300 SGR wagons
delivered as follows:
50 Dec 2023, 230 Feb 2024
and 20 refer wagons July
2024

I620 SGR
wagons
overhau led

No. ofSCR
wagons

overhaLrled.

Wagons have undergone
rnedium term repairs
comprising of wheelsets and
bearing replacement pushing
overhaul ahead by two yeal's
to 2026127

Kenya
Railways
Rolling Stock
Supplied &
Conrm issioned

Percentage of
completion

60 30 60 30 -30 The Master List of iterns to
be supplied r.rnder the
contract was approved

I st batch of equipment,
delivery expected in August
2025

xxv
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Civil works commenced in
readiness to insta ll
equipment depots

Nairobi
Comrnuter Line
4 Modernized,
Extended and
Operationized

Percentage of
completion

20 20 The project is to be
implernented in partnership
with the French
Government.

The project is at its initial
stages, with the
identifi cation of corrtlactors
currently being finalized to
enable cornnrencenlent of
works.

Surveillance
and security
system installed

% installation
surveillance
and security
system

20 66.2 +46
2

20 66.2 +4

6.2
lnstallation status is as

follows:
RTI and HQ - Cornplered
Nakulu and Kisurnu-8570
complete
Changarnwe - 40%
NCR Luggage scanners -
40%

MGR
locomotives
acquired uired

No. of MCR
locomotives

3 J 0 3 J 0 The 3 locornotives 9705,
9706 &.9707 were
delivered, tested and

xxv l
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commissioned on

2910412025
Suswa and
Maai Mahiu
SCR Station
Access Roads
constructed

o/o

com p letion
of
construction
of access

road

80 86 +6 80 86 +$ Project under
inrplementation by KURA

Maai -Mahiu
SGR Station-
Longonot MGR
Station Link
constructed

%
completion
of Maai -

Mahiu SGR
Station-
Longonot
MCR Station
Link

r00 r00 0 r00 r00 Project Cornpleted

Longonot
Malaba MGR
Phase ll.
rehabilitated

o/o

com p letion
of Longonot
Malaba MGR
Phase ll.

40 66.t +26
I

40 66.t Project under
im p lernentation.

6.3 l 5km of new/upgraded
rail section completed

Miritini-
Mombasa
Terrninus &
Makupa Rail

%
completion
of Miritini-
Mombasa

r00 100 0 r00 t00 0 Project completed

xxv
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Bridge
constructed

Terminus &
Makupa Rail
Bridge

Mombasa MGR
Station -
MiritiniMGR
Station Link
rehabiltated.

o/o

completion
of Mombasa
MGR Station

- Miritini
MGR Station
Link.

80 53 -27 80 53 -27 Project under
im plernentatiorr

%
conrpletion
of Mariakani
& Port Reitz
Freight
Drainage
channel

85 +25 60 80 +2
5

Progress at Port Reitz is at
t00%.
Progress at Mariakani is at
70o/o

RTI
lnfi'astructure
upgraded and

capacity
building
conducted

o/o

completion
ofRTl
Infrastructure
upgrading
and capacity
building

r00 0 0 100 0 The scope of works is in the
process of being fi nal ized

xxvl
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MGR
Locomotives
re-
manufactured

No. of MGR
Locomotives
[e-
manufactured

J J 0 3 3 0 Remanufacture of
locomotive lD No. 92 10,

9207 and 9214 completed
and operationalized

Mombasa
Fleight
Terrninus -

Magongo Rd
access road
constructed

o/o

comp letion
of
construction
of access

roads

30 0 -30 30 0 -30 Commenced procurement of
contl'actor for the road.
Works to comrnence in
FY202st26

Athi River
Freiglrt yard
and access road
reconstructed

%
comp letion
of the Athi
River Freight
yard and
access road

35 100 +65 35 100 +6
5

Project is substantially
complete

SCR workshop
overhauled

7o overhaul
of SCR
workshop

t0 0 -10 t0 0 -10 Preparations underway to
corlrmence constrtrction

SGR passenger

locornotives
acqu ired

No. ofSGR
passenger

locomotives
acquired

0 I I 0 At procurement stage.

Proculernent wilI conclude
in FY2025126

Programme Strategic
Objective

O u tcome Output Output
indicator

Achievcment for
the .FY 20241202,5

Cumulative
Achievement
bythe end of
FY2024n025
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SCR
Locornotive
Wheelsets
acquired

No. ofSCR
Locomotive
Wheelsets

50 0 -50 50 0 -50 Contract signed for
manufacture of 336 SCR
wheel sets in June 2025.
Delivery anticipated in
FY2026t27

Passenger

ticketing system
installed

%
completion
of passenger
ticketing
system

30 25 -5 30 25 Cornpleted developrnent of a

robust ticketing serv ice for
the SGR premiurn Service.
The new ticketing system
will be fully rolled out for
the first arrd econorny
classes.

Developrnent and
installation of MGR
passenger operations systenr
and ticketing service system
will be implernented in
partnership with the French
Governnrent.

Flood

Mitigation
Works done

%
com pletion
of Flood
Mitigation

25 32.8 +7

8

25 32.8 +7

5

Mitigation wo*s
undertaken included slope
protection, clirnate proofi ng
and stlength ening of

xxx
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Achievement for
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Works ernbankments
SCR and MCR

along the

SGR Phase 28
&2C

%
completion
of SCR
Phase 2B &
2C

t0 5 l0 5 5 RAP study involving
survey, enumeration and
valuation of Project
Affected Persons (PAPs)
cornpleted.
The Environrnental and
Social hnpact Assessment

Itts onM arine
Transport
Serv ices

To enhance
maritime
infrastructur
e and
safety.

Efficient,
Secure and
Safe Marine
Transport

oZ completion
of Dongo
Kundu Berth
No. I Special
Econom ic
Zone.

50 0 50 0 The Project commenced on
lTth March 2025 with the
site handed over. The
contractor commenced
setting up the
yard/rnobilizing and
working on preliminary
works/studies such as
geotechn ical investigations
and bath etric Surve

Kisunru Port
drenched

%o of
comp letion

0 (t0
0)

r00 0 (t0
0)

Bathymetric surveys were
completed for key routes
leading to the ports/pier in
FY 2024125. Part section

Programme Strategic.
Objective

Outcbme Output 0utput
indiiator

Achievement for
the' ItY 202412025.

Target Act
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dredging to be undertaken in
FY 2025/26 on availability
of budget.

Air
Transport
Services

To
modern ize
aviation
facilities
and
improve
services.

Enhanced
Air
Trarrsport
Safety,
Security and

Connectivity

Air Accidents
Investigation
(AAI) Services
automated.

%
Automation
of Air
Accidents
Investigation
(AAI)
Serrrices.

30

Road Safety
arrd

Trarrsport
Services

To
strerrgthen
road safety
measures

Efficient and

Safe Road
Transport
Services

Road safety
canrpaigns
conducted

No. of road

safety
campaigns
conducted

22 23 I Twenty-Three (23) road
safety carnpaigns were
conducted as at 30th June
2025. The achievement is
attributed to increased
collaboration with road
safety actors and County
Governnrents achieved
through road safety
ma instream ing.

Road Safety
Audit Reports
submitted.

No. of Road

Safety Audit
Reports
subnritted.

l6 30 +14 Thirty (30) road safety
audits were conducted as at

3Oth June 2025. Seven (7) in
Ql and five (5) in Q2, six
(6) in Q3 and twelve ( l2) in

xxx
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Q4. The achievernent is as a

result of increased
construction of roads and
requests to undertake road

safety audits by
ind iv iduals/institutions to
prevent road crashes.

Regional
offices to be

upgraded.

No. of
regional
offices to be

upgraded.

4 6 2 Nyahururu, Machakos,
Eldoret, Mornbasa, Likoni
Road Nairobi and
Kakamega regional offi ces

were upgraded by
refurbishing the offices and

construction of ablution
blocks.

County
Transport and
Safety
Comm ittees
(crsc)
operationalized

No. of
County
Transport
and Safety
Com rn ittees
(crsc)
operationaliz
ed.

t0 38 28 The Authority through the

Ministry of Roads and
Transport gazetted all the47
CTSCs. 38 CTSCs have
been inducted and are now
implernenting their County
Specific Road Safety Action
Plans (CSRSAPS).

Commercial &
public serv ice

No. of
commercial

s r0,00
0

454,
036

(5s,
964

454,046 commercial and
PSV vehicles were inspected

Programme Strategic
Objective

Oirtcome Output Output
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vehicles
inspected

& public
serv ice

veh icles
inspected

)

Officers trained
under Horn of
Africa
Transport
services
Cateway
Development
Project.

No. of
officers
trained.

40 7

Feasibility
study reports on
road side
stations along
the Horn of
Africa Cateway
Corridor (lsiolo
Mandera)
developed.

No. of
feasibility
study reports
on rest side
stations along
the Horn of
Africa
Gateway
Corridor
(lsiolo
Mandera)
developed.

2

xxxtv
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50 years

Transport
Master Plan

report
developed

No. of50
years

Transport
Master Plan
reports
developed

I Development has not
commenced, but the Request
for Proposals (RFP) has
been issued closing on I l'r'
September, 2025.

lntelligent Road
Safety
Management
Systern
Deve lopment.

o/o

Completion
of
Developrrent
of an

lntelligent
Road Safety
M anagement
Systern,

53 r00 47 The project has been
completed. Handover of the
project to NTSA developers
has been conrpleted.

National E-
Mobility policy
developed.

%
completion
of National
E- Mobility
policy.

100 0 r00 r00 0 Granted Executive Approval
in march, 2025.

Prog rumnre Strategic
Objective

Outcome Output Output
indicator

Achievement for
the ,FY 202412025

Cumulative
Achieycment
by the end of
FY2024t2025
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7 . Governance Statement

Statement on the govemance structure of the State Department for Transport.

l. A briefon the key leadership structure

APPINDIX l: APPROVED ORGANISAT]ON ITRUCTURE tOR THI TTATE DEPARTME\iT toR TRANTPORT
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2. Management Committees established and their roles'

a. Ministerial Human Resource Management Committee

The above Committee is set in accordance with the PSC CircularNo. PSC/SEC/93/371(92) of 5th

January,20l5 on delegation of Public Service Commission Human Resource Powers and Functions

to the Cabinet Seuetary.

The functions of the Committee, chaired by the Principal Secretary, are as follows: -

l) Recruitment, selection and appointment;

2) Promotions;

3) Confirmation in aPPointment;

4) Training and develoPment;

5) Training lmPact Assessment;

6) Management of skills inventory;

7) Establishment and Complement control;

8) Payroll management;

9) StaffDeployment;

l0) Promotion of values and Principles of Public Service and ensuring compliance;

I l) Administration of the declaration of income, assets and liabilities and the public officer

code of conduct and ethics for officers in job group CSC 9 and below;

l2) Report quarterly on the initial and final declaration of income, assets, and liabilities for all

public officers;

l3) Monitor and report quarterly on the compliance with National values

and Principles of Governance and values and Principles of Public Service;

l4) Monitor and report quarterly on the discharge of human resource function;

I 5) Recommendation for waiver of requirements of the Schemes of Service;

l6) Recommendation for Review of career guidelines;

17) Recommendation for Secondments and unpaid leave;

l8) Recommendation for retirement under 50 years rule and on medical grounds;

l9) Recommendation for retirements on voluntary grounds;

20) Recommendation for engagement of interns;

2l) Recommendation forre-designation;

22) Recommendation for renewal of contiact;

xxxv I I
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23) Recommendation for public Service Excellence Awards;

24) Disciplinary control;

25) Pensions management; and

26) Staff Welfare, Health and Safety.

The committee is expected to meet at least once in each month and submit recommendations for pS

approval' The Comminee is expected to discharge its duties fairly and in accordance with the
Constitution, and relevant Laws and Regulations.

b. Budgetlmplementation Committee

This Budget committee is charged with the responsibility of coordinating the implementation of
the State Department's budget and its prudent management. The duties of the committee include:

i. To review and consider the cash flow plans;

ii' To review the utilization of the cash Iimits and consider any changes as may be required;

iii. To review the utirization of the donor funds voted for the State Department;

iv' To advice the accounting officer on the challenges related to the budget implementation;

v. To review and recommend the reallocation of payments;

vi' To review and approve the submission of the payment returns, payroll lppDs, pending bills
and A-l-A returns for the State Department and recommend actions to be taken;

vii. To participate in sector working groups; and,

viii' To review budgets, supplementary estimates and performance of budget against actual for
the State Department in consultation with the Heads of Department

Human Resource Development (HRD) Committeec

In accordance with the pubric Service commission guiderines on training and deveropment, the
above Committee as outlined in the Public Service Commission tetter Ref. No

xxxvu,
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Ministerial/Departmental Human Resource Development Committees entails making

recommendations on matters regarding:

I . Human Resource Development activities and programmes;

2. Training and DeveloPment;

3. Formulation and review of human resource development interventions;

4. Skills gap analysis for capacity development to support government development priorities;

5. Training Needs AnalYsis;

6. Training ImPact Assessment;

7. Training Projections;

8. Management of skills inventorY;

9. Co-ordination of Induction Training;

I 0. Mobilization of resources for training and capacity building by liaising with other MDAs;

I l. collaboration with training institutions on training of public officers;

12. Monitoring, evaluation and audit of the impact of HRD on skills acquisition and

performance;

13. lmplementation of the Competency Framework; and

14. Recommending review of HRD regulations, procedures and systems in the Public Service'

The Committee is expected to meet and submit recommendation to the Ministerial Human Resource

Management Advisory Committee (MHRMAC) for approval. The Committee is expected to

discharge its duties fairly and in accordance with the Constitution, and relevant Laws and

Regulations.

The audit committee (Its formation, composition, and activities/meetings).J

(i) Formation

The Ministry of Roads Transport has an active Audit Committee that comprise of 5 (five)

members together with a National Treasury representative as per Section 73(5) of the Public

Finance Management A ct2Ol2 that provides that every national government public entity

shall establish an audit committee for the entity.
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(ii) Composition

a) The chairperson - independent ofthe national government entities,

knowledgeable of the organization, possesses leadership skills and should not be

a political office holder.

b) All the other four members of the audit comminee;

i- have a good understanding of State Department's operation, financiar

reporting and auditing; and

ii. have a good understanding ofthe objects, principles and functions ofthe
State Department.

(iii)Frequency of meeting

The Audit committee meet at least quarterly or as regularly as required to run its
operations.

(iv)Duties and Responsibilities of the Audit Committee;

Section 175 of PFM Regulation 2015 stipulate the main function of the audit committee
is as follows;

a) Evaluate whether processes are in place to address key roles and responsibilities in relation
to risk management

b) Review and approve biennially rhe Intemal Audit Charter;

c) Evaluate the adequacy of the control environment to provide reasonable assurance that the
systems of intemal control are of a high standard and functioning as intended.

d) Perform an independent review of the financial statements to ensure the integrity and
transparency of the financial reporting process.

e) Review the activities, resources, organizational structure and the operational effectiveness of
internal audit office particularly in areas of planning, monitoring and performance.

f) consider the respective scope of work and audit plans of the intemal audit office
g) Review major findings on internal audit and investigations reports; and ensure that

appropriate action is taken on issues arising from such reports;
h) Review and monitor management's responsiveness to the findings and recommendations of

the lnternal Auditor.
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i) Review Auditor General's management letter and management's response

j) Discuss with Auditor General any reservations and problems arising in the course of their

audit, and any audit management letters and management responses prior to the issuance of

the audit certificate.

4. Risk management, compliance, conflict of interest etc'

The management has strengthened intemal control measure and ensure compliance through

active internal audit department and Ministerial Audit committee. This has therefore

reduced possibilities of conflict of interest among staff

5. Report on recent training and development in governance for those in key leadership'

The state Department for Transport has trained various officers on Senior Leadership and

Development Management as well as Senior Management Courses'

6. Publicparticipation activities

Public participation was carried out proposed policies, Bills, Statutory lnstruments.

7. Compliance with laws and regulations among others'

The state Department is compliant with PFM Act2012 and Regulations 2015, Public

Procurement and Asset Disposal Act 201 5 and Regulations 2020'
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8. Management Discussion and Analysis

8.I Analysis of Expenditure Trends for Fy 2022t23 _2024/25
This section provides the analysis of the Expenditure rrends for the period 2o2z/23 - 2o24l2s

Table 8'l'l: Analysis of Combined Approved Budget Vs Actual Expenditure (Kshs.Million)

Table 8'l'l Presents the analysis of combined approved budget against the actual expenditure
during the period under review. The approved budget was 12,4g3 million, 5g,722 million and
48,036 rnillion against expenditures of 10,275 miilion, 55,73g miilio n and 42,24g miilion
respectively. This translated to absorption rates of g2%o,93%o and ggoz respectively.

GROSS 12,493 59,722 48,036 t0,,27s 55,738 42,248

AIA 9,179 t3,292 t6,535 9,125
t3,173 t2 077

NET 3,3 l4 46,430 3r,50r l,l 50 42,565 30,l7l

Em
Compensation to

t99.70 l9s 193
r85 r95

Transfers I I ,935 58,777 47 ,083 9,882 55,t23 4t,622

Others
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Which
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8.2 State Department key projects or investments decision implemented or ongoing indicating

source of funds, project status, project costs and amount spent this far'
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Environmental and Sustainability Reporting

Below is a brief highlight of our achievements in each pillar

a) Sustainability strategy and profile

The State Department, in its effort to conserve the environment and mitigate the adverse

effects of climate change, it has adopted and promoted of Electric Mobility as opposed to
gas emitting combustion engines in Road transport sector.

Currently SDoT is guided by the Presidential Directive issued in 2O2Z on planting l5 Billion
trees by 2032 across all MDAs. The State Department for Transport and its SAGAs has an
annual allocation of l0 Million trees to be grown in Mombasa and Homa Bay counties with
commendable progress recorded thus far. ln an effort to accelerate the achievement.

The State department plans, implements and reports Climate Change mitigation and adaptation
actions in compliance with the climate change Act,20l6, amended 2023 whereby MDAs are
tasked with upholding and mainstreaming climate change responses into development planning,
decision-making and implementation of the poricies, projects and programmes.

c) Employee welfare

a. Recruitment is guided and done by the public service commission (as guided by
Human resource policy and procedure Manual).

b. Skills improvement is done by the State Department in a structured manner. This
starts from receipt of request, varidation and approvar by Ministeriar Human
Resource Management Advisory committee (MHRMAC) foilowed by intervention
programmes lmplementation.

x liv
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9.

b) Environmental performance /climate change,/ mitigation of natural disasters
The State Department has no policies in place in regards to biodiversity and waste management.
However, the institution is guided by Presidential Directives and acts laid out by the government
and particularly EMCA 1999.
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c Appraisal is similarly done in a structured manner through the Government Human

Resource lnformation System (GHRIS)

Product stewardship- outline efforts to safeguard consumer rights and interests

i. Provision of proper specifications for Goods, works and Services, and adhering

to them.

Engaging the statutory bodies charged with overseeing quality e'g' KEBS'

Carryingoutduediligencewheneverindoubt,especiallybeforeawardof

d. The safety comminee as required by occupational Safety and Health Act. (oSHA) is

yet to be established.

d) OperationalPractices

. ResponsibleCompetitionPractice

Competitive practices are ensured through competitive bidding, parity in supplier

selection, and application of preferences for special groups where applicable, i.e'

Youth, Women and Persons with disabilities'

Responsible Supply chain and supplier relations

The organisation maintains good business practices by adhering to the set act and

regulations, i.e. The Public Procurement and Asset Disposal Act 201 5 And

Regulations 2020.

a

o

l

contracts

xlv

Responsible marketing and advertisement-outline efforts to maintain ethical

marketing practices

Efforts under this are maintained through Pre-qualifications and continuous

updateofsuppliers'profilesbytheorganisation.Markettrendsareupdated

annually through market indexes published by procurement bodies e.g. PPRA

and KISM.
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e) Community Engagements-

The State Department participates in Kenya communications sports organization
(KECoso) on yearly basis, in different venues. At the end of the sports event,
sporting equipment are donated to the community (schoors or such crubs) in the
county where the games are held

II' The tree planting exercises of indigenous trees in Mikindani and Jomvu areas of
Mombasa county and Gembe hiils in Homabay county invorving SDor and its
SAGAs and the local community in planting.
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10. Statement of Management Responsibilities

Section 8l (l) of the Public Finance Management Act,2012 requires that, at the end of each

financial year, the Accounting Officer for a National Government Entity shall prepare financial

statements in respect ofthat entity. Section 8l (3) requires the financial statements so prepared to be

in a form that complies with relevant accounting standards as prescribed the Public Sector

Accounting Standards Board of Kenya from time to time'

The Accounting OfTicer in charge of the State Department for Transpoft is responsible for the

preparation and presentation of the entity's financial statements, which give a true and fair view of the

state of affairs of the entity for and as at the end of the financial year (period) ended on June 30'

2025. This responsibility includes: (i) maintaining adequate financial management arrangements

and ensuring that these continue to be effective throughout the reporting period, (ii) maintaining

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

position of the entity, (iii) designing, implementing and maintaining internal controls relevant to the

preparation and fair presentation of the financial statements, and ensuring that they are free from

material misstatements, whether due to error or fraud, (iv) safeguarding the assets of the entity; (v)

selecting and applying appropriate accounting policies, and (vi) making accounting estimates that

are reasonable in the circumstances.

The Accounting Officer in charge of the State Department for Transport accepts responsibility for the

entity's financial statements, which have been prepared on the Accrual Basis Method of Financial

Reporting, using appropriate accounting policies in accordance with Intemational Public Sector

Accounting Standards (IPSAS). The Accounting Officer is of the opinion that the State Department

for Transport financial statements give a true and fair view of the state of entity's ransactions during

the financial year ended June 30, 2025, and of the entity's financial position as at that date' The

Accounting Officer further confirms the completeness of the accounting records maintained for the

State Department for Transport, which have been relied upon in the preparation of the entity's

financialstatementsaswellastheadequacyofthesystemofintemalcontrols.

The Accounting Officer in charge of the State Department for Transport confirms that the entity has

complied fully with applicable Covemment Regulations and the terms of extemal financing covenants

(where applicable), and that the entity's funds received during the year under audit were used for the

xlvii
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eligible purposes for which they were intended and were properly accounted for. Further the
Accounting Officer confirms that the MDA's financial statements have been prepared in a form that
complies with relevant accounting standards prescribed by the public Sector Accounting Standards
Board ofKenya.

Approval of the financial statements

The State Department for Transport financial statements were approved on lD \rr i >c:_i -
2025 and signed by

Mohamed Daghar, CBS
Accounting Oflicer

CPA Timothy Mburu
Head of Accounting Unit
ICPAK MAIo 5676

D:
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REPORT OF THE AUDITOR.GENERAL ON STATE
TRANSPORT FOR THE YEAR ENDED 30 JUNE,2025

PREAMBLE

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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

Opinion

I have audited the accompanying transitional IPSAS financial statements of State
Department for Transport set out on pages 1 lo 41, which comprise of the statement of
financial position as at 30 June, 2025, and the statement financial performance,
statement of changes in net assets, statement of cash flows and the statement of

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 2025



Emphasis of Matter

1. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.36,942,544. The balance includes an amount of Kshs.3,863,569 that has been
outstanding for over one year. Further, the supporting ledgers revealed that the State
Department for Transport payables increased from Kshs.3,863,569 (202312024) to
Kshs.36,942,544 during the year under review an indication that goods and services
supplied or rendered during the year amounting to Kshs.33,078,975 were not paid for.
Failure to settle payables within the year they relate distorts budget of the subsequent
year as they form first charge. Further delayed, payment of pending bill may attract
interest and penalties resulting to loss of public funds.

2. Budgetary Control and Performance

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 2025
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comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the transitional IPSAS financial statements present fairly, in
all material respects, the financial position of the State Department for Transport as at 30
June, 2025, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis)
including the transitional provisions permitted under IPSAS 33 and comply with the Public
Finance Management Acl, 2012; and The National Treasury and Economic Planning
Circular No. 3 of 14 April,2025.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the State Department for Transport
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 opinion.

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis amounts of Kshs.48,036,177,529 and
Kshs.42,256 ,582,325 respectively, resulting to an over-funding of Kshs.5,779,595,204 or
12o/o of lhe budget. However, the Fund spent an amount of Kshs.42,248,664,675 against
actual receipt amount of Kshs.42,256,582,325 resulting to underutilization of



t
Kshs.7,917,650 or 0.02 % of actual receipt. The under-funding may have affected the
planned activities and may have impacted negatively on service delivery to the public.

My opinion is not modified in respect of these matters

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the prior year audit report, several issues were raised under the 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. Review of the status during audit of the Project in 202412025 revealed that
the following six (6) issues remained unresolved:

NO. Financial
Year

Audit lssue

1 2023t2024 Long outstanding account payable
2023t2024 Unlawful Forfeiture of leave days

3 2023t2024 Non-compliance with Persons with Disability Act,2003
4 2023t2024 Unclaimed Assets-Third party deposits and retentions
5 2023t2024 Delayed incompletion the Transport Data Centre

Other lnformation

The Management is responsible for the Other lnformation set out on page iii to xlviii which
comprise of Key State Departmentlnformation and Management, profile of cabinet
secretary, Profile of accounting officer, statement by the Accounting Officer, Statement of
Performance Against Predetermined Objectives, Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of the
Directors, Statement of Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the State Department's financial statements, my
responsibility is to read the Other lnformation and in doing so, consider whether the Other
lnformation is materially inconsistent with the financial statements or my knowledge
obtained in the audit or othenruise appears to be materially misstated. lf based on the work
I have performed, I conclude that there is a material misstatement of this Other
lnformation, I am required to report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance thereon.

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 202 5
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Unclaimed Refundable Deposits

As previously reported, the statement of financial position and as disclosed in Note 16 to
the financial statements reflects a balance of Kshs.22,324,487 in respect of refundable
deposits and prepayments. The balance includes an amount of Kshs.16,633,670 in
respect of long outstanding deposits of Kshs.Kshs.14,633,699 and Kshs.2,000,000 in
respect of Kenya Railways retirees and Ministry of Roads and Transport respectively.
Further, the Kenya Railways retirees' deposit balance has been outstanding for long and
had not been remitted to the consolidated Fund. This was contrary to Regulation 106 of
the Public Finance Management (National Government) Regulations, 2015 which states
that unless otherwise exempted by an Act of Parliament, any deposit which has remained
unclaimed for five (5) years may, with the approval of the Cabinet Secretary, be paid into
Consolidated Fund and thereafter the Accountant-General may refund the deposit to any
person entitled thereto, if he or she is satisfied that the claim is authentic. Similarly, the
amounts could be surrendered to the Unclaimed Financial Assets Authority as provided
under the Unclaimed Financial Assets Act, 2011

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

2. Non-compliance with Disability Staffing Thresh Hold of 5%

Review of the staff establishment revealed that, out of 150 members of staff in post, only
one officer or 0.6% was in the disability category. This was contrary to Persons with
Disability Act 2003 which stipulates that at least 5o/o of the work force to be persons
with disability.

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

3. Non-Compliance with One-Third Rule on Basic Salary

Review of the State department staff payroll for month of June,2025, revealed five (5)
employees whose salary deductions exceeded two-thirds (213) of the basic salary. This
was contrary to Section 19(3) of the Employment Act, 2007 which states that without
prejudice to any right of recovery of any debt due, and notwithstanding the provisions of
any other written law, the total amount of all deductions which under the provisions of

Report ofthe Auditor-General on State Department for Transport for the year ended 30 June, 2025
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subsection (1), may be made by an employer from the wages of his employee at any one
time shall not exceed two{hirds of such wages or such additional or other amount as may
be prescribed by the Minister either generally or in relation to a specified employer or
employee or class employers or employees or any trade or industry. This may expose the
staff to pecuniary embarrassment.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

Conclusion

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

Basis for Conclusion

Weak lnternal Controls in Management of Assets

Review of the assets register, revealed that the State Department has 24 motor vehicles
in working condition, out of which twenty-two (22) were fully depreciated. However, the
vehicles were operational and in good condition an indicating that they still hold significant
economic value. Management did not explain why these assets have not been revalued.
Further, various asset items such as desks, chairs, and electronic equipment had not
been tagged.

ln addition, the entity's asset register lacked key information, including the date of
purchase and cost of acquisition for several assets. This weakens the entity's ability to
track and account for its assets.

ln the circumstances, the effectiveness of internal control on management of assets could
not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 2025
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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 the Management and those Charged with Governance

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 controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the State
Department's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 2025
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ln conducting the audit, Article 229(6) of the constitution also requires that I express a

conclusion on whether oi "li 
i" all material respects, the activities' financial transactions

and information reflected in the financialstatemlnts are in compliance with the authorities

that govern them and that public resources are appliea in an.effective way' ln addition' I

consider the entity,s controt environment in bi'a"r to give an assurance on the

effectiveness of internai controls, risk manalement and ggye,rnance processes and

systems in accordan"" *iir' tnu provisions ii section z (t) (a) of the Public Audit

Act,2015.

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

Constitution.

FCPA , CBS

Nairobi

19 December,2025

Transport for the Ye
7
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Detailed description of my responsibilities {or the audit is located at the office of the

Auditor-General's *"0'rit" ' at. https:7/www'gaqkenva'q9'ke/auditor-qenerals-

,"ro"..iuiriitlr-i"""raiu.*inir ou""ription forms part of my auditor's report'

AUDITOR-GENERAL
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PREAMBLE

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

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

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

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

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on LaMulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management, and Governance.

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities 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

Opinion

I have audited the accompanying transitional IPSAS financial statements of State
Department for Transport set out on pages 1 to 41, which comprise of the statement of
financial position as at 30 June, 2025, and the statement flnancial performance,
statement of changes in net assets, statement of cash flows and the statement of
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comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the transitional IPSAS financial statements present fairly, in
all material respects, the financial position of the State Department for Transport as at 30
June, 2025, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis)
including the transitional provisions permitted under IPSAS 33 and comply with the Public
Finance Managemenl Acl, 2012: and The National Treasury and Economic Planning
Circular No. 3 of 14 April,2025.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the State Department for Transport
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 opinion.

Emphasis of Matter

1. Long Outstanding Trade and Other Payables

The statement of financial position reflects trade and other payables balance of
Kshs.36,942,544. The balance includes an amount of Kshs.3,863,569 that has been
outstanding for over one year. Further, the supporting ledgers revealed that the State
Department for Transport payables increased from Kshs.3,863,569 (202312024) lo
Kshs.36,942,544 during the year under review an indication that goods and services
supplied or rendered during the yearamounting to Kshs.33,078,975 were not paid for.
Failure to settle payables within the year they relate distorts budget of the subsequent
year as they form first charge. Further delayed, payment of pending bill may attract
interest and penalties resulting to loss of public funds.

2. Budgetary Gontrol and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis amounts of Kshs.48,036,177,529 and
Kshs.42,256,582,325 respectively, resulting to an over-funding of Kshs.5,779,595,204 or
12o/o of lhe budget. However, the Fund spent an amount of Kshs.42,248,664,675 against
actual receipt amount of Kshs.42,256,582,325 resulting to underutilization of

Report of the Auditor-General on Stale Department for Transport for the year ended 30 June, 2025
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Kshs.7,917,650 or 0.02 % of actual receipt. The under-funding may have affected the
planned activities and may have impacted negatively on service delivery to the public.

My opinion is not modified in respect of these matters

Key Audit Matters

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

Other Matter

Unresolved Prior Year Matters

ln the prior year audit report, several issues were raised under the 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. Review of the status during audit of the Project in 202412025 revealed that
the following six (6) issues remained unresolved:

NO. Financial
Year

Audit lssue

1 2023t2024 Long outstanding account payable
2 2023t2024 Unlawful Forfeiture of leave days
3 2023t2024 Non-compliance with Persons with Disability Act,2003
4 2023t2024 Unclaimed Assets-Third party deposits and retentions
5 2023t2024 Delayed incompletion the Transport Data Centre

Other Information

The Management is responsible for the Other lnformation set out on page iii to xlviii which
comprise of Key State Departmentlnformation and Management, profile of cabinet
secretary, Profile of accounting officer, statement by the Accounting Officer, Statement of
Performance Against Predetermined Objectives, Governance Statement, Management
Discussion and Analysis, Environmental and Sustainability Reporting, Report of the
Directors, Statement of Management Responsibilities. The Other lnformation does not
include the financial statements and my audit report thereon.

ln connection with my audit on the State Department's financial statements, my
responsibility is to read the Other lnformation and in doing so, consider whether the Other
lnformation is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. lf based on the work
I have performed, I conclude that there is a material misstatement of this Other
lnformation, I am required to report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance thereon.

Report of the Auditor-General on State Department for Transport for the yeor ended 30 June, 2025
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lavvfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

3. Non-Compliance with One-Third Rule on Basic Salary

Review of the State department staff payroll for month of June,2025, revealed five (5)
employees whose salary deductions exceeded two-thirds (213) of the basic salary. This
was contrary to Section 19(3) of the Employment Act, 2007 which states that without
prejudice to any right of recovery of any debt due, and notwithstanding the provisions of
any other written law, the total amount of all deductions which under the provisions of

Basis for Conclusion

L Unclaimed Refundable Deposits

As previously reported, the statement of financial position and as disclosed in Note 16 to
the financial statements reflects a balance of Kshs.22,324,487 in respect of refundable
deposits and prepayments. The balance includes an amount of Kshs.16,633,670 in
respect of long outstanding deposits of Kshs.Kshs.14,633,699 and Kshs.2,000,000 in
respect of Kenya Railways retirees and Ministry of Roads and Transport respectively.
Further, the Kenya Railways retirees' deposit balance has been outstanding for long and
had not been remitted to the consolidated Fund. This was contrary to Regulation 106 of
the Public Finance Management (National Government) Regulations, 2015 which states
that unless othenivise exempted by an Act of Parliament, any deposit which has remained
unclaimed for five (5) years may, with the approval of the Cabinet Secretary, be paid into
Consolidated Fund and thereafter the Accountant-General may refund the deposit to any
person entitled thereto, if he or she is satisfied that the claim is authentic. Similarly, the
amounts could be surrendered to the Unclaimed Financial Assets Authority as provided
under the Unclaimed Financial Assets Act, 2011

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

2. Non-compliance with Disability Staffing Thresh Hold of 5%

Review of the staff establishment revealed that, out of 150 members of staff in post, only
one officer or 0.6% was in the disability category. This was contrary to Persons with
Disability Act 2003 which stipulates that at least 5o/o of the work force to be persons
with disability.

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

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 202 5
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subsection (1), may be made by an employer from the wages of his employee at any one
time shall not exceed two{hirds of such wages or such additional or other amount as may
be prescribed by the Minister either generally or in relation to a specified employer or
employee or class employers or employees or any trade or industry. This may expose the
staff to pecuniary embarrassment.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Basis for Conclusion

Weak lnternal Controls in Management of Assets

Review of the assets register, revealed that the State Department has 24 motor vehicles
in working condition, out of which twenty-two (22) were fully depreciated. However, the
vehicles were operational and in good condition an indicating that they still hold significant
economic value. Management did not explain why these assets have not been revalued.
Further, various asset items such as desks, chairs, and electronic equipment had not
been tagged.

ln addition, the entity's asset register lacked key information, including the date of
purchase and cost of acquisition for several assets. This weakens the entity's ability to
track and account for its assets.

ln the circumstances, the effectiveness of internal control on management of assets could
not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance

Report of the Auditor-General on State Departmentfor Transport for the year ended 30 June, 2025
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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 the Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the State
Department's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

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

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high levelof assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

Report of the Auditor-General on State Department for Transport for the year ended 30 June, 2025
6



ln conducting the audit, Article 229(6) of the constitution also requires that I express a

conclusion on whether oi "ii i" 
all material respects, the activities' financial transactions

and information reflecteJ in the financial statemlnts are in compliance with the authorities

that govern them and that public resources aie apptieO in an.effective way' ln addition' I

consider the entity,s control environment in braer to give an assurance on the

effectivenessofinternalcontrols,riskmanagementandggyeln.anceprocessesand
systems in accordan* *in the provisions.ii section z lr1 (a) of the Public Audit

Act,2015.

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

Constitution.

Detailed description of my responsib ilities for the audit is located at the Office of the

Auditor-General's website at https://www oaq kenva.qo.ke/aud itor-q enerals-

responsibilities -for-audiU. This description forms Part of mY auditor's rePort

FCP v , CBS

Nairobi

19 December,2O25

Transport for the Year
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12. Statement of Financial Performance for the year ended 30 June 2025

Mohamed Daghar, CBS

Accounting Officer

CPA Timothy Mburu

Head of Accounting Unit

ICPAK M/l'{o 5676

Revenue from non-exchang e transactions

Transfers from Exchequer
4,95s,322,6925

7,142,8406Transfers from Domestic and Foreign Partners
25,216,999,9507Tax Receipts

Total

Revenue from exchange transactions
12,077,116,8438M iscellaneous income
42,256,582,,325Total revenue

Expen ses

t98,699,9439Employee costs
336,677,623r0Use of goods and services

41,62t,652,833ltTransfers to other Government Entities
30,895,375t2Depreci d amortization expenseation an

42,187,925,773Total expenses
68,656,552Surplus for the year

68,656,552Net Surplus

The Financial Statements set out on pages I to 5 were signed by:

30,179,465,482



State Department for Transport
Annual Report and Financial Statements for the year ended June 30, 2025.

13. Statement of Financial Position as at 30 June 2025

The I statements set out on pages I to 5 were signed byt1 c

Mohamed Daghar, CBS

Accounting Officer

CPA Timothy Mburu

Head of Accounting Unit

ICPAK MA{o 5676

2

Assets

Cu rrent Assets

Cash and Cash equivalents l3 30,242,136 37,792.766

Total Current Assets 30,242,136 37,792,766

Non-Current Assets

Property, Plant and Equipment l4 96,992,949

Total Non- Current Assets 96,992,949

127,235,085 37,792,766Total Assets (a)

Lia bilities

5,623,569Trade and Other Payables l5 36,942,544

21,985,917Refundable Deposits t6 22,324,487

3, r 75,068Current Provision t7
27,609,486Total Current Liabilities 62,442,100

Non-Cu rrent Liabilities
5,139,286t7 5,139,286Non-Current Provisions

Service Concession Liability
5,139,2865,139,286Total Non- Current Liabilities
32,748,77267,581,386Total Liabilities (b)

59,653,699 5,043,994Net Assets (a-b)

5,043,994s9,6s3,697Accumulated Surplus
5,043,99459,653,699Net Assets

III-:rr-

IGh$

'/I. 2024
Openirrg Sf alemeltl

Current Liabilities

Represented by:
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14. Statement ofChanges in Net Assets for the year ended 30 June 2025

Note:

l. Return to Exchequer refers to the closing bank balances vide FT24220K093N of Ksh 8,741,243.10

Recurrent and FT24220XN9GL of 7,065,606.65 Development bank Accounts.

Fund balance as at 30th J:ulr.e 2024 15,806,850 r5,806,850

Adjustmenls

Recognition of Liabilities
(9,002,855)

As at July l,2024 6,803,995 6,803,995

Return to Exchequer ( r s,806,8s0) ( rs,806,8s0)

Surplus 68,656,ss2 68,656,ss2

As at June 30,2025 59,653,697 59,653,697

3

.:
Totdl

(9,002,855)
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I5. Statement of Cash Flows for the year ended 30 June 2025

Notes Kshs
Cash flows from operating activities

Receipts

Transfers from exchequers 5 4,955,322,692

Transfers from other governments entities 6 7,142,840

Tax Receipts 7 25,2t6,999,9s0

Other income 8 12,077 ,t 16,843

Total receipts

Payments

Employee costs 9 195,524,875

Use of goods and services l0 309,070,475

Transfers to other Government Entities lt 41,62t,652,833

Total payments 42,126,248,182

Net cash flows from operating activities l9 I30,334,143

Cash flows from investing activities

Purchase of PPE l4 (122,077,923)

Net cash flows from/(used in) investing activities (122,077,923)

Cash flows from financing activities

Return to Exchequer

Net cash flows from financing Activities (15,806,850)

Net in crease/(decrease) in cash &
Cash equivalents

(7,550,630)

Cash and cash equivalents at I July t4 37,792,766

30,242,137Cash and cash equivalents at 30 June t4

I

4

202i/202s

42,256,582325

(r 5,806,850)
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I6' Statement ofComparison ofBudget and Actual amounts for the year ended 30 June 2025

Recurrent and Develo ment Combined

Receipts

Exchequer releases 7,780,203,728 (2,618,s27,276) 5,16t,676,452 4,955,322,692 206,353,760 96%
Proceeds fi'om domestic and

foreign grants 355,000,000 64,337,500 4 r 9,337,500 7,t42,840 4t2,194.660 2%

Tax receipts 25,2 r7,000,000 2s,217,000,000 2s,2t6,999,950 50 t00%
Proceeds fronr foreign
borrowings

4,200,000,000 (3,s00,000,000) 700,000,000 700,000,000 0%

Proceeds from sale of assets 3,483,577 3,483,577 0%
M iscel laneous receipts r4,079,000,000 2,45s,680,000 16,534,680,000 12,077,t 16,843 4,457,563,157
Total Receipts 51,$31,203,729 (3,595,026,199) 48,036,177,529 5,779,595,204 88%
Pay m en ts

Cornpensation of employees 195,000,000 (2,258,023) 192,741,977 195,524,875 (2.782,898) t0t%
Use ofgoods and services 649,t79,230 (82,344,412) 566,834,8 t8 309,409,045 257,42s,774 55o/o

Transfers to other govemment

entities 50,s34,600,000 (3,45 r,682,500) 47,082,917,500 4t,621,652,833 5,461,264,668 88%

Social security benefi ts 3,750,000 3,7s0,000 3,750,000 0%
Acquisition of assets 248,674,498 (s8,741,264) t89,933,234 122,077,923 67,855,3 t I 64%
Total Payrnents 51,631,203,729 (3,595,026,199) 48,$36,177,529 42,248,664,675 5,787,5I2,854 88'/,
Su rplus 7,917,650 (7,917,650)

(a) Variance analysis: [significant underutilization (below 90% ofutilization) on use ofGoods and Services 55% was occasioned by budget
cuts during the year.

(b) Overutilization (above 100%) on Cornpensation of Employees of l% was as a result of budget cut during the year.
(c) Underutilization on Acquisition of Assets of 36%owas occasioned by Work in Progress for F.efurbishment of Transcom House.
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73o/o

42,,256,582,325
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(d) Reallocations within the year: Changes between original and final budget was occasioned by supplernentaly budgets estimates within
the budget.

The entity financial staternents were app roved on \o \ ir \ 2025 and signed by

Mohamed Daghar, CBS

Accounting Officer

CPA Timothy Mburu

Head of Accounting Unit

ICPAK M/|.{o. 5676
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Budget Reconciliation to the Statement of Cash Flows

7,917,650Actual Surplus Anrounts as per the statement of Budget

l

Basis difference 338,s7 r

2 Tinring differences
37,792,766

J Classifi cation diffelences
( r s,806,850)

Closing Cash and Cash Equivalent as per the statentent of Cash flows 30,242,t37

7
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17. Bud et Execution Pro rammes and Sub-Pro rammes for FY2025

General Administration, Planning and

Support Seryices
35 r.050,4642,539,047.69t 2,539,047,691 2,187,997,227Genelal Administration, Planning and

Support Services

(828,456)828,456Hunran Resoulces and Support Services

( r23,040)8,561,698 8,561 ,698 8,684.73 8Financial Managernerrt Services

495,292r03.956,5 l2 t03,46t,220103,956,5 l2lnfonnation Cornrnunications Services

Road Transport

t,474,579,5125,906,940,565 5,906,940,565 4,432,361,053Road Safety lntervention

Rail Transport

26,394,06t,819 t99,7 62,51526,593,824,334 26,593,824,334Rail Tlansport

567,054,953t,320,544,t67 t,320,544,t67 753,489,215Marine Transport

Air Transport
8,367,780,948 3,t95,52t,6t 4t t,563,302,562 t t,s63,302,s62Air Transport

48,036,177,529 42,248,664,675 5,787,512,85448,036,177,529Total

Kshs

,' iril ill

:. :.. t. r 'a'i 
".1

Kshs

, iit.r ii \
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Marine Transport
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18. Notes to the Financial Statements

l. Establishment

The State Department for Transport is established by and derives its authority and accountability

from Executive Order No.l of 2023 (lssued in January 2023). The State Department is wholly

owned by the Govemment of Kenya and is domiciled in Kenya. The entity's principal activity

is;

i) Transport Policy Management; Rail Transport and Infrastructure Management;

Oversight and Co-ordination of; Northem Corridor Transport and Lamu South

Sudan Ethiopia Transit (LAPSSET) Programmes Implementation; Civil

Aviation Management and Training;

ii) Registration and Insurance of Motor Vehicles; Motor Vehicles Inspection;

National Transport Safety; National Road Safety Management; National

Roads Transport Policy; Axle Load Control policy and Standards;

iii) Development and Maintenance of Air Strips; and

ir) Oversee the establishment of an integrated, efficient, effective and sustainable

Urban Public Transport system within the Nairobi Metropolitan area and to

advise the Government on national policy with regard to road transport sector.

2. Statement of Compliance and Basis of Reporting

Statement of compliance

These financial statements have been prepared in accordance with the public Finance

Management Act,2012 and with the International Public Sector Accounting Standards (lpSAS).

For the purpose of these financial statements, the State Department has been categorized as a

Schedule I national govemment MDA in line with Section 4 of the Public Finance Management
Act,2012 read together with Regulation 2ll (2) of the Public Finance Management (National

Covernment) Regulations, 201 5. Schedule I national govemment entities include Ministries,
Departments, Agencies, constitutional institutions and independent offices. MDAs are reporting
entities whose primary objective is to provide policy and coordination of government services.

The use of public resources by MDAs is primarily governed by Chapter l2 of the constitution,
tlre relevant Appropriation Act, the public Finance Management Act, of 2012, and the public

Procurement and Disposal Act, of 2015.

These financial statements were authorized for issue by the Accounting Officer on August 2025

9
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The financial statements have been prepared in accordance with the Public Finance Management

Act. and International Public Sector Accounting Standards (IPSAS) and the State Department

for Transport has taken advantage of the transitional provisions under IPSAS 33 and therefore

these I'r year financial statements are transitional financial statements and elements like Land

and Building, Historical Assets and Inventory of the financial statements have not been

recognised as the MDA has taken advantage of the transition provisions outlined in IPSAS 33.

We plan to recognise by the year 2027.

Basis of preparation

These financial statements have been prepared on a going concem basis, and the accounting

policies have been applied consistently throughout the period on an accrual basis unless

otherwise specified (for example, the Statement of Cash Flows). Under an accrual basis,

revenues are recognised when rights to assets are eamed or levied rather than when cash is

received, and expenses are recognised when obligations are incurred ratlrer than when they are

settled. The financial statements have been prepared and presented in Kenya Shillings to the

nearest shilling. The accounling policies adopted have been consistently applied to all the years

presented.

Critical accounting judgements

IPSAS requires accounting judgements to be made in determining accounting policies that

impact the presentation of these financial statements. The most critical of these judgements, and

their impact, are:

Reco,qnition qflcvenue

A revenue is an increase in the net financial position, other than increases arising from

ownership contributions. Revenue is required to be measured when the event occurs and when

recognition criteria (probable inflow of resources and ability to reliably measure their value) are

met. Judgment is required to determine if these criteria are met, parlicularly where limited

evidence is available at the time the revenue is eamed.

l0

Reporting period

The reporting period for these financial statements is for the period ended June 2025.
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Recognition of non-exchange expenses and liabilities

A liability is a present obligation of MDA for an outflow of resources that results from a past

event. Expenses (and other liabilities) are recognized when there is a present obligation (legal or

constructive) as a result of a past event. An outflow of resources embodying economic benefits

will probably be required to settle the obligation and a reliable estimate of the obligation can be

made. Judgemenl is required in assessing each of these conditions, and therefore reporting if an

exp€nse and a present obligation should be reported.

The State Department pursues a number of policy targets and outcomes. However, the

commitment to these targets and outcomes, generally, do not of themselves constitute a present

obligation unless the entity is clear on the cost it intends to incur, when payment will be made,

and to whom and as a consequence has raised a valid expectation. As a consequence, liabilities

are not reported for costs associated with the State Department's policy objectives and targets.

Where a policy choice gives rise to an obligation that exists independently of the entity's future

actions, expenses (and other related liabilities) are recognized for that policy.

Pumose and nature of financial instruments

Judgment is required in determining whether financial assets (including investment in securities

and advances) and financial liabilities are held for trading or to provide a return through interest

and principal transactions. Depending on thatjudgment, financial instruments will be reported at

fair value or on an amortized cost basis.

Climate chanse obli ations

Kenya's current National Determined Contribution (NDC) to deliver on the goals of the Paris

Agreement sets a headline target of a 32 per cent emission reduction by 2030 relative to the

business-as-usual scenario of 143 MtCO2eq. The State Departments commitment to climate

change action does not constitute a present obligation on the balance sheet.

Phvsical assets

An asset is a resource presently controlled by the State Department as a result ofa past event.

The primary reason for holding property, plant and equipment and other assets is for their
service potential rather than their ability to generate cash flows. Because of the types of services
provided, a significant proportion of assets used by public sector entities including roads,

national parks, heritage buildings etc are specialized in nature. There may be a limited market
for such assets and so judgement is required on measurement. Judgment is also required whether
assets are held for commercial purposes or public benefit purposes.

il
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Notes to the Financial Statements (Continued)

Adoption of New and Revised Standards

i) New and anrcnded slandards ond interpret ions itt issue eflective in the year ended 30

June 2025.

There were no new and amended standards issued in the financial year.

ii) New and ontended standanls .rrrd interpretoriotrs itr issue but ,rot yet effective in the
year ended 30 June 2025.

IPSAS 43

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that lessees

and lessors provide relevant information in a manner that faithfully represents

those transactions. This information gives a basis for users of financial

statements to assess the effect that leases have on the financial position,

financial performance and cashflows of an MDA.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

The standard will guide how we accounl for recognition, measurement,

presentation, and disclosure of leases

Applicable I't January 2025

IPSAS 44:

Non- Currenl

Assets Held

for Sale and

Discontinued

Operations

Assets that meet the criteria to be classified as held for sale lo be measured at

the lower of carrying amount and fair value less cosls to sell and the

depreciation of such assets to cease and:

Assets tlrat meet the criteria to be classified as held for sale to be presented

separately in the staternent of financial position and the results of discontinued

operations to be presented separately in the statement of financial performance.

The standard rvill guide how rve accounl for Non- Current Assets Held for

Sale and Discontinued Operations

Applicable I't Jonuory 2025

The Standard requ ires,

IPSAS 45-

Property Plant

and Equipment

Applicfite lst Janutry 2025

The standard supersedes IPSAS l7 on Property, Plant and Equipment. IPSAS

45 has additional guidance/ new guidance for heritage assets, infrastructure

assets and measurement. Heritage assels were previorrsly excluded from the

scope of IPSAS l7 in IPSAS 45, heritage assets that satisfy the definition of

t2
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PPE shall be recognised as assets if they meet the criteria in the standard.

IPSAS 45 has an additional application guidance for infrastructure assets,

implementation guidance and illustrative examples. The standard has clarified

existing principles e.g valuation of land over or under the infrastructure assets,

under- maintenance of assets and distinguishing significant parts of
infrastructure assets.

The standard will guide horv we account Property Plant and Equipment

IPSAS 46

Measurement

Applicable I" Jonuary 2025

The objective of this standard was to improve measurement guidance across

IPSAS by:

i. Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under

which they should be used.

ii. Clarifoing transaction costs guidance to enhance consistency across

IPSAS;

iii. Amending where appropriate guidance across IPSAS related to

measurement at recognition, subsequent measurement and

measurement related disclosures.

The standard also introduces a public sector specific measurement bases called

the current operational value.

The standard will guide how we account for this

This standard supersedes IPSAS 9- Revenue from exchange transactions,

IPSAS I I Construction contracts and IPSAS 23 Revenue from non- exchange

transactions. This standard brings all the guidance of accounting for revenue

under one standard. The objective of the standard is to establish the principles

that an MDA shall apply to report useful information to users of financial

statemenls about the nature, amount, timing and uncertainty of revenue and

cash flow arising from revenue transactions.

The standard will guide how we account for this

Applicoble Ist Jonuary 2026

IPSAS 48-

Transfer

Expenses

The objective of the standard is to establish the principles that a transfer
provider shall apply to report useful information to users of financial sratements

about the nature, amount, tirning and uncertainfz of expenses and cash flow

Applicoble I't Jonuory 2026

li
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iii) Early odoption of standords.

The MDA did not early - adopt any new or amended standards in the financial year

3. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees laxes and fines

The State Departmenl for Transport recognizes revenues from fees, taxes and fines when the

event occurs and the asset recognition criteria are met. To the extent that there is a related

condition attached that would give rise to a liability to repay the amounl, defened income is

recognized instead of revenue. Other non-exchange revenues are recognized when it is probable

that the future economic benefits or service potential associated with the asset will flow to the

State Department for Transport and the fair value of the asset can be measured reliably.

t4

arising from transfer expense transactions. This is a new standard for public

sector entities geared to provide guidance to entities that provide transfers on

accounting for such transfers.

The standard will guide how we account for this

Applicabte I't Jonuary 2026

The objective is to prescribe the accounting and reporting requirements for the

public sector retirement benefit plans which provide retirement to public sector

employees and other eligible participants. The standard sets the financial

statements that should be presented by a retirement benefit plan.

The standard will guide how we account for this

IPSAS 49-

Retirement

Benefit Plans

IPSAS 50:

Exploration

For &

Evaluation of

M ineral

Resources

Applicoble I" lanunry 2027
The objective ofthis Standard is to specifo the financial reporting for the

exploration for and evaluation of mineral resources. The Standard requires:

i. Limited improvements to existing accounting practices for exploration

and evaluation expenditures.

ii. Entities that recognize exploration and evaluation assets to assess such

assets for impairment in accordance with this Standard and measure any

impairment in accordance with IPSAS 26.

iii. Disclosures that identify and explain the amounts in the entity's
financial statements arising from the exploration for and evaluation of
mineral resources and help users ofthose financial statements

understand the amount, timing and certainty of future cash flows from

any exploration and evaluation assets recognized.

The standard will guide how we account for this

Stai"dard
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Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair

value and recognized on obtaining control ofthe asset (cash, goods, services and property) if the

transfer is free from conditions and it is probable that the economic benefits or service potential

related to the asset will flow to the State Department for Transport and can be measured reliably.

Recurrent grants are recognized in the statement of comprehensive income. Development grants

are recognized in the statement of financial performance after meeting the revenue recognition

criteria. Conditional grants are recognized as revenue upon fulfilment ofthe set conditions.

ii) Revenue from exchange transactions

Renderins of services

The State Department for Transport recognizes revenue from rendering of services by reference

to the stage of completion when the outcome of the transaction can be estimated reliably. The

stage of completion is measured by reference to labour hours incurred to date as a percentage of
total estimated labour hours. Where the contract outcome cannot be measured reliably, revenue

is recognized only to the extent that the expenses incurred are recoverable.

Interest income

lnterest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's net

carrying amount. The method applies this yield to lhe principal outstanding to determine interest

income each period.

Rental income

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

b) Budget information

The original budget for FY 2024125 was approved by the National Assembly in June 2024.

Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the State Department upon receiving the

respective approvals in order to conclude the final budget. The State Department for Transport,s

budget is prepared on a different basis to the actual income and expenditure disclosed in rhe

financial statements. The financial statements are prepared on accrual basis using a classification

based on the nature ofexpenses in the statement offinancial performance, whereas rhe budget is
prepared on a cash basis. The amounts in the financial statements were recast from the accrual

basis to the cash basis and
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reclassified by presentation to be on the same basis as the approved budget. A comparison of
budget and actual amounts, prepared on a comparable basis to the approved budget, is then

presented in the statement of comparison of budget and actual amounts. In addition to the Basis

difference, adjustments to amounts in the financial statements are also made for differences in

the formats and classification schemes adopted for the presentation of the financial statements

and the approved budget. A statement to reconcile the actual amounts on a comparable basis

included in the statement of comparison of budget and actual amounts and the actuals as per the

statement ofcash flows lras been presented under section /7 ofthese financial statements.

c) Investment property

lnvestment properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components of an existing investment property at the

time that cost is incurred if the recognition criteria are met and excludes the costs of day-to-day

maintenance of an investment property. Investment property acquired through a non-exchange

transaction is measured at its fair value at the date of acquisition. Subsequent to initial

recognition, investment properties are measured using the cost model. lnvestment properties are

derecognized either when they have been disposed of or when the investment property is

perrnanently withdrawn from use and no future economic benefit or service potential is expected

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

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

d) Property, planl and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the

items. When significant parts of property, plant and equipment are required to be replaced at

intervals, the MDA recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a rnajor inspection is performed, its cost is

recognized in the carrying amounl of the plant and equipment as a replacement if the recognition

criteria are satisfied. All other repair and maintenance cosls are recognized in surplus or deficit

as incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal

consideration the asset is initially measured at its fair value.

l6
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f) Tangible Natural Resources

The State Department for Transport recognises a tangible natural resource recognized if;, and

only if: lt is probable that service potential associated with the naturat resource will flow to the

State Department; the State Department for Transport controls the tangible natural resource as a

result of pasl events; and The tangible natural resource can be measured reliably. Where these

criteria is not met, the State Department discloses the tangible natural resource in the notes to the

financial statements. Where a tangible natural resource is recognized as an asset as the result of
an event that is not a lransaction in an orderly market, including non-exchange transactions, the

asset shall be measured initially at its deemed cost. An entity shall apply IpsAS 46,

Measurement, when measuring the deemed cost of such a recognized tangible natural resource.

A recognized tangible natural resource acquired through an exchange transaction shall be

measured at its cost. Historical cost model is applied after initial recognition less any

depreciation and impairment losses.

C) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to
ownership of the leased item to the State Department for Transport. Assets held under a finance
lease are capitalized at the commencement of the lease al the fair value of the leased property or,

t7

Summary of Significant Accounting Policies (Continued)

e) Right of use asset

The righrof-use assets comprises the initial measurement of the corresponding lease liability,

lease payments made al or before the commencement day, less any lease incentives received and

any initial direct costs. They are subsequently measured at cost less accumulated depreciation

and

impairment losses. Whenever the State Department for Transport incurs an obligation for costs

to dismantle and remove a leased asset, restore the site on which it is located or restore the

underlying asset to the condition required by the terms and conditions of the lease, a provision is

recognized and measured under IPSAS 2l or IPSAS 26. To the extent that the costs relate to a

right-of-use asset, the costs are included in the related right-of-use asset, unless those costs are

incurred to produce inventories. Right-of-use assets are depreciated over the shorter period of
lease term and useful life ofthe underlying asset. If a lease transfers ownership of the underlying

asset or the cost of the righrof-use asset reflects that the State Department expects to exercise a

purchase option, the related right-of-use asset is depreciated over the useful life of the

underlying asset. The depreciation starts at the commencement date of the lease. The right-of-

use assets are presented as a separate line in the statement offinancial position.
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if lower, at the present value of the future minimum lease payments. The State Department for
Transport also recognizes the associated lease liability at the inception ofthe lease. The liability

recognized is measured as the present value of the future minimum lease payments at initial
recognition. Subsequent to initial recognition, lease payments are apportioned between finance

charges and reduction of the lease liability so as to achieve a constanl rate of interest on the

remaining balance ofthe Iiability. Finance charges are recognized as finance costs in surplus or

deficit. An asset held under a finance lease is depreciated over the useful life of the asset.

However, if there is no reasonable certainty that the State Department for Transport will obtain

ownership of the asset by the end of the lease term, the asset is depreciated over the shorter of
the estimated useful life of the asset and the lease term.

l8

h) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following

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

accumulated impairment losses. Intemally generated intangible assets, excluding capitalized

development costs, are not capitalized and expenditure is reflected in surplus or deficit in the

period in which the expenditure is incurred. The useful life of the intangible assets is assessed as

either finite or indefinite.

i) Research and developmenl costs

The State Department for Transport expenses research costs as incurred. Development costs on

an individual project are recognized as intangible assets when the entity can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be available

for use or sale

ii) Its intention to complete and its ability to use or sell the asset

iii) How the asset will generate future economic benefits or service potential

ir) The availability of resources to complete the asset

v) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

developmenr is cornplete. and the asset is available for use. It is amortized over the p"iiod of
expected future benefil. During the period of development, the asset is tested for impairment

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



Swe Deportment for Tr nsport
Annual Rep ort and Financial Statements for the year ended June 30,2025
j) Financial instruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment model for

financial assets. The State Department does not have any hedge relationships and therefore the

new hedge accounting rules have no impact on the Company's financial statements. A financial

instrument is any contract that gives rise to a financial asset ofone entity and a financial liability

or equity instrument of another entity. At initial recognition, the State Department for Transport

measures a financial asset or financial liability at its fair value plus or minus, in the case of a

financial asset or financial liability not at fair value through surplus or deficit, transaction costs

that are directly anributable to the acquisition or issue ofthe financial asset or financial liability.

a) Financial assets

Classilication of financial assets

The State Departmenl for Transport classifies its financial assets as subsequently measured at

amortised cost, fair value through net assets/ equity or fair value through surplus and deficit on

the basis of both the State Department's managemenl model for financial assets and lhe

contractual cash flow characteristics of the financial asset. A financial asset is measured at

amortized cost when the financial asset is held within a management model whose objective is to

hold financial assets in order to collect contractual cash flows and the contractual terms of the

financial asset give rise on specified dates to cash flows that are solely payments ofprincipal and

interest on the principal outstanding. A financial asset is measured at fair value through net

assets/ equity if it is held within the management model whose objective is achieved by both

collecting contractual cashflows and selling financial assets and the contractual terms of the

financial asset give rise on specified dates to cash flows that are solely payments ofprincipal and

interest on the principal amount outstanding. A financial asset shall be measured at fair value

through surplus or deficit unless it is measured at amortized cost or fair value through net assets/

equity unless an entity has made irrevocable election at initial recognition for particular

investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the State Department classifies its

financial assets into amortized cost or fair value categories for financial instruments. Movements

in fair value are presenled in either surplus or deficit or through net assets/ equity subject to

certain criteria being met.

l9
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Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is

subsequently measured al amortized cost and is not part of a hedging relationship is recognized

in profit or loss when the asset is de-recognized or impaired. Interest income from these

financial assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial

assets, where the assets' cash florvs represent solely payments of principal and interest, are

measured at fair value through net assets/ equity. Movements in the carrying amount are taken

through net assets, except for the recognition of impairment gains or losses, interest revenue and

foreign exchange gains and losses which are recognized in surplus/deficit. lnterest income from

these financial assets is included in finance income using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis' An

estimate is made of doubtful receivables based on a review of all outstanding amounts al the

year end.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cosl or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the State

Department for Transport manages financial assets with the objective of realizing cash flows

through solely the sale of the assets would result in a fair value through surplus or deficit model.

Impairmenl

The State Department for Transport assesses, on a forward-looking basis, tlre expected credit

loss (.ECL') associated u,ith its financial assets carried at amortized cost and fair value through

net assets/equity. The State Departmenf recognizes a loss allowance for such losses al each

reporting date. Critical estimates and significant judgments made by managemenl in determining

the expected credit loss (ECL).

b) Financial liabilities

Classification

The State Depanment for Transport classifies its liabilities as subsequently measured at

amortized cost except for financial liabilities measured through profit or loss.
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Notes to the Financial Statements (Continued)
k) Inventories

lnventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory

is its fair value at the date of acquisition. Costs incurred in bringing each product to its present

location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity but excluding

borrowing costs.

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

However, to the extent that a class of inventory is distributed or deployed at no charge or for a

nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost. Net realizable value is the estimated selling price in the ordinary course of operations, less

the estimated costs of completion and the estimated costs necessary to make the sale, exchange,

or distribution. Inventories are recognized as an expense when deployed for utitization or

consumption in the ordinary course of operations of the State Department.

l) Provisions

Provisions are recognized when the State Department for Transport has a present obligation
(legal or constructive) as a result of a past event, il is probable that an oufflow of resources

embodying economic benefits or service potential will be required to settle the obligation and a

reliable estimate can be made of the amount of the obligation. Where the State Department

expects some or all of a provision to be reimbursed, for example, under an insurance contract,

the reimbursement is recognized as a separate asset only when the reimbursemenl is virtually
certain- The expense relating to any provision is presented in the statemenl of financial
performance net of any reimbursement.

m)Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that meet

the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of sociery
as a whole. The State Department for Transport recognises a social benefit as an expense for the

social benefit scheme at the same time that il recognises a liability. The liability for the social
benefit scheme is measured at the best estimate ofthe cost (the social benefit payments) that the
State Department will incur in fulfilling the present obligations represented by the liability.
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q) Employee benefits

Retirement benefi t plans

The State Department for Transport provides retirement benefits for its employees and directors.

Defined contribution plans are post-employment benefit plans under which the State Department

pays fixed contributions into a separate entity (a fund), and will have no legal or constructive

obligation to pay further contributions if the fund does not hold sufficient assets to pay all

employee benefits relating to employee service in the current and prior periods. The

contributions to fund obligations for the payment of retirement benefits are charged against

income in the year in which they become payable. Defined benefit plans are post-employment

benefit plans other than defined-contribution plans. The defined benefit funds are actuarially

valued tri-annually on the projected unit credit method basis. Deficits identified are recovered

through lump sum payments or increased future contributions on proportional basis to all

participating employers. The contributions and lump sum payments reduce the post-employment

benefit obligalion.

22

n) Contingent liabilities

The State Department for Transport does not recognize a contingent liability but discloses details

ofany contingencies in the notes to the financial statements, unless the possibility of an outflow

of resources embodying economic benefits or service potential is remote.

o) Contingent assets

The State Department for Transport does not recognize a contingent asset but discloses details of
a possible asset whose existence is contingent on the occurrence or non-occurrence of one or

more uncertain future events not wholly within the control of the State Department in the notes

to the financial statements. Contingent assets are assessed continually to ensure that

developments are appropriately reflected in the financial slatements. lf it has become virtually

certain that an inflow of economic benefits or service potential will arise and the asset's value

can be measured reliably, the asset and the related revenue are recognized in the financial

statements ofthe period in which the change occurs.

p) Nature and purpose of reserves

The State Department for Transport does not maintain reserves in terms of specific

requirements. Changes in accounting policies and estimates

The State Department for Transport recognizes the effects of changes in accounting policy

retrospectively. The effects of changes in accounting policy are applied prospectively if
retrospective application is impractical.
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Summary of Significant Accounting Policies (Continued)

r) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on tlre

date of the transaction. At each reporting date, foreign currency monetary items are translated

using the closing rate. Non-monetary ilems measured in historical cost are translated using the

exchange rate at the date ofthe transaction, and those measured at fair value are translated using

the exchange rates at the date when the fair value was determined. Exchange differences arising

from the settlement of monetary items or translation of monetary/non-monetary items at rates

different from those at which they were initially reported are recognized in surplus or deficit in

the period.

s) Borrowing costs

Borrowing costs are capitalized against qualifoing assets as part of property, plant and

equipment.

Such borrowing costs are capitalized over lhe period during which the asset is being acquired or
constructed and borrowings have been incurred. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

t) Related parties

The State Department for Transport regards a related party as a person or an entity with the

ability to exert control individually or jointly, or to exercise significant influence over the State

Department, or vice versa. Members of key management are regarded as related parties and

comprise cabinet secretary, the Accounting officer and Head of Departments.

u) Service concession arangements

The State Department for Transport analyses all aspects of service concession arrangements that
it enters into in determining the appropriate accounting treatment and disclosure requirements. ln
particular, where a private party contributes an asset to the arrangement, the State Department

for Transport recognizes that asset when, and only when, it controls or regulates the services the
operator must provide together with the asset, to whom it must provide them, and at what price.

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

Z)
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v) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call

and highly liquid investments with an original maturity of three months or less, which are

readily convertible to known amounts of cash and are subject to insignificant risk of changes in

value. Bank account balances inctude amounts held at the Central Bank of Kenya and at various

commercial banks at the end of the financial year.

w) Comparative ligures

In preparing these financial statements, the State Department for Transport has elected to

apply paragraph 79 of IPSAS 33, which allows for the election by an entity to present one

statement of financial perfonnance, one statemenl of cash flow, one statement of net assets

and the statement of financial position and an opening statement of financial position as at

the time of first-time adoption of the accrual basis of accounting.

x) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2025.

4. Significant Judgments and Sources of Estimation Uncerlainty

The preparation of the State Department for Transport 's financial statements in conformity with

IPSAS requires management to make judgments, estimates and assumptions that affect the

reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent

liabilities, al the end of the reporting period. However, uncertainty about these assumptions and

estimates could result in outcomes that require a material adjustment to the carrying amount of
the asset or liability affected in future periods. State all judgements, estimates and assumptions

made:

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date. that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The State

Department for Transport based its assumptions and estimates on parameters available when the

consolidaled financial statements were prepared. However, existing circumstances and

assumptions about future developments may change due to markel clranges or circumstances

arising beyond the control of the State Departmer:t for. Such changes are reflected in the

assumptions when they occur. IPSAS I .l 40.
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Useful lives and residual value

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the State

Department.

Notes to the Financial Statements (Coutinued)

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature ofthe processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

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

available.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date, and are discounted to present value where the effect is

rnaterial.

25
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Notes to the Financial Stateme

5. Transfers from Exchequer

nts (Continued)

6. Transfers from Domestic and Foreign partners

This relates to grants received from international organizations for Transactions Advisory Services
and Techrrical Assistance to LApSSET Corridor

Stote Departntent for Tronsport
Annual Report and Financial Slatemenls for the year ended June 30

estic and forei n artnersI Details on Transfers from dom

'7. Tax Receipts

This relates to Ta,r Receipts for Railway Devel

Recurrent 2,t8t,913,372 2,18t,913,372
Development 2,7'13,409,320 2,773,409,320
Total 4,955,322,692 4,955,322,692

Africa Development Bank 7,142,840

Total 7,142,940

Africa Development Bank 7,142,840 7,142,840

Tolal 7,142,840 7,142,940

RDLF 25,216,999,950
Total 25,216,999,950

Financial Year
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opment Levy Fund as budgeted during the

Anrount recognized

' to'stitenrcnt of ,ll
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Notes to the Financial Statements (Continued)

8. Other Incomes

9 Employee Costs

8,t26,459,424Sale of non-market establishrnent

3,890,6s5,619Administrative fees and charges

Income from sale of tender

60,00r,800Other incomes not specified elsewhere

12,077,116,843Total other income

t 17,764,699Basic salaries of permanent employees

66,t36,739Personal allowances - part ofsalary

2,792,247Employer contributions to compulsory Housing Levy

669,240Employer contributions to compulsory national social security fund

88,450Employer contributions to compulsory Training Levy - NITA

3,175,068Other social benefit schemes

198,699,943Employee costs

21
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8,073,500Employer contribution to Pension
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Notes to the Financial Statements (Continued)

10. Use of Goods antl Services

I l. Transfers to Other Government Entities

RDLF budget was kshs. 25,216,999,950 but the actuaf col lection totals kshs. 3 6,7 89,07 6,648
resulting to an over collection ofkshs. I1,572,076,69g

12. Depreciation and Amortization Expense

Utilities, supplies and services t3,597,028
ommunication, supplies and servicesC

3,5 r 3,830
Domestic travel and subsistence

Foreign travel and subsistence 9,950,499
Printing, advertising, and information supplies & services 13,919,104
Rentals of produced assets t0,713,592
Training expenses 3t,661,864
Hospitality supplies and services 19,067,27s
Specialized materials and services 26,601,295
Oflice and general supplies and services 23,32t,602
Fuel Oil and Lubricants t8,667,1't9
Rout ne ma tn nante ce eh c es and other enttransport equ pm 5,585,1 33
Routine maintenance - other assers 10,778,725
Other operating expenses 79,359,668
Total Use of Goods and Services 336,677,623

Tra fest.t rs to evl tIlt Ses- AG sA S&go cC RRU GENT NRA TS t 3,7 l7 ,01 5,043
fe rs TAransT nao nao vt Se SA G SA S&go CC PA L RAG NTS 2,395,t 1s,948

rs 1o Projects - HOAGDPTransfe 292,521,892
Transfer to RDLF 25,216,999,950
Total 41,621,652,933

Property, plant and equipment 30,89s,3 75
lntangible assets

lnvestment property carried al cost

Total 30,895,375

28
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Notes to the Financial Statements (Continued)

13. Cash and Cash Equivalents

l3(a) Detailed Analysis of the Cash and Cash Equivalents

8,741,243Recurrent Account

7,065,607Development Account

22,324,487 2t,98s,9t7Deposits Account

Others (Specify)

30,242,,136 37,792,766Total

Recurrent Account r000209968 t60,625
8,741,243

Development Accounts
r000209879 7,065,60'77,7 57,025

Deposits Accounts r 0002 r 25s l 21,985,9t7

Grand Total 30,242,136 37,792,766

29
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Notes to the Financial Statements (Continued)

14, Property, Plant, anrt Equipment

work in Prog'ess in the State Departnrent relates to Lifts installation. SDoT has included pending bills amounting to Ksh 5,g 10,400.00 on assetsand has rrsed straight line rnethod to cornpute depreciation as grided by rates inclicated by'NALIi'thr;rgh ;rr;o and Liabilities ManagementPolicy.

Dcprcciation Ratc 2-100 12.5'/o 2-200a 12.5% 30% 12.5"A

Cost Kshs Kshs Kshs Kshs Kshs Kshs Kshs Kshs Ksh sOpcning Bnl ls l"'July
2024

Additions
l0 r .809.s82 2.820.000 23.258,74t t 27,888,32JAs At 30rh Junc 2025
I 0 I,809,582 2,820,000 23,258,741 t 27,888,323Dcpre ciation Anrt

I mpnirment

Depreciation
(30,s42,87s) (3s2,s00) (30,895,37s)

As At 30'i Junc 2025
352,500 30,895,375Net Bool< Values

Opening Bal as at l"rJuly
2024

As At 30 ' Ju ne, 2025
7 t,266,707 2,467,500 23,258,741 96,992,949

30

)vprh in
progress

Service

icolrcess

ton
Total

Kshs

30,542,875
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Notes to the Financial Statcments (Continued)

14b

l4 c Propcrty plant and Bquipment includes thc follorving asscts that
are firll dc recia tetl

352,500 2,467,5002,820,000
Plant And Machinery

Motor Veh icles, Including Motorcycles

30,542,875 7 t,266,707Conrputers And Related Equipnrent
r0 r,809,582

23.258,74123,258,74t
Work in progress

96,992,949t 27,888,323 30,895,375
Tota I

2,820,000 3 52,500Plant and Machinery

Motor Vehicles including Motorcycles

30,542,87sr01,809,582
Conrputels and Related Equ ipnrent

J0,895,375104,629,582
Total

3l

;.,;l
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Notes to the Financial Statements (Continued

Valuation

Items of PPE are varued at Historicar cosr at the point of recognition in the financiar
statements. where historical cost is not available or the item has been acquired at, ppE has
been valued at the current operationar varue which is the amount the MDA wourd pay for the
rernalnlng service potential ofan asset at the measurement date

15. Trade and Other payables

16. Refundable Deposits and prepayments

Trade payables 36,942,544 5,623,569
Payments received in advance

oT Ila rat ed na od ht re a b esIp ya 36,942,544 5,623,s69

geing analysis: (Trade and otherA
payables) Cu rrent FY

oh of lhe
Total ItrJuly

Yo of lhe
Total

Under one year 33,078,975 93.4%
- I -2 years 3,863,569 6.6% 5,623,569 l00Yo
2-3 years

Over 3 years

Total (tie to above total) 36.,942,544 1000/" 5,623,569 1000A

Customer deposits 20,t24,170 r 8,585,030
Retention 2,200,3t7 3,400,886
Total deposits 22,324,497 21,995,917

Ageing analysis: (Refundable
deposits) Current FY

oh of lhe
Tolal l'r July

%o of lhe
Total

Under one year 4,67't,2t7 2lYo 3,400,886 l5Yo
I -2 years I ,0 t 3,540 4Yo o//o

2-3 years % %

Over 3 years r8,585,030 8s%

Total 22,324,497 21.,985,9t7

)1-

Kshs

Ope4ing Stntement

4 "' -'

Jib:2A21Qpeailif Stbtameirt

t6,633,670 7s%
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5,139,286 5,139,286Opening bal l't July 2024

Additional provisions 3,175,068 3,175,068

Total provisions year end 8Jr4,354 8,314Js4

Current Provisions 3,r 75,068 3,r 75,068

Non-current Provisions 5,139,286 5,139,286

Total provisions period end 8J14,354 8J14,354

17. Provisions

18. Employee Benefit Obligations

The State Department for Transport contributes to the starutory National Social Security Fund
(NSSF). This is a defined contribution scheme registered under the National Social Security
Acl. The MDA's obligation under the scheme is limited to specific contributions legislated
from time to time and is currently at KShs. 360 per employee per month. Other than NSSF
the MDA also has a defined contribution scheme operated by Public Service Superannuation
Fund. Employees contribute 7.5% while employers contribute l5% of basic salary. Employer
contributions are recognised as expenses in the statement of financial performance within the
period they are incurred.

I9. Cash Generated from Operations

Surplus for the year before tax 6E,656,552

Adjusted for: 0

Depreciation 30,895,3 74

Working capital adjustments 0

Increase in payables

Increase in payments received in advance 33 8,57 r

Net cash flow from operating activities 130J34,143

JJ

Current Provisions relates to Serviced Gratuity.

.,

30,443,646
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20. Financial Risk Management

The State Department for Transport's activities expose it to a variety of financiar risks
including credit and liquidity risks and effects of changes in foreign currency. The State
Department's overall risk management programme focuses on unpred ictability of changes in
the business environment and seeks to minimise the potential adverse effect of such risks on
its performance by sening acceptable levels of risk. The State Department for Transport does
not hedge any risks and has in prace poricies ro ensure that credir is onry extended to
customers with an established credit history.

The State Department for Transport's financial risk management objectives and policies are
detailed below:

i) Credir risk

The State Department for Transport has exposure to credit risk, which is the risk that a

counterparty will be unable to pay amounts in full when due. Credit risk arises from cash and
cash equivalents, and deposits with banks, as we as trade and other receivabres and
available-for-sale financiat investments. Management assesses the credit quality of each
customer, taking into account its financial position, past experience and other factors.
Individual risk limits are set based on intemal or external assessment in accordance with
limits set by the directors. The amounts presented in the staternent of financial position are
net of allowances for doubtful receivables, estimated by the State Department,s management
based on prior experience and their assessmenr ofthe currenr economic environment.

iD Liquidity risk management

Ultimate responsibility for liquidity risk managernent rests with the state Department,s
directors- who have built an appropriate Iiquidity risk management framework for the
management of the state Department's short, mediurn and long-lerm funding and liquidity
rnanagement reguirements. The State Department manages liquidity risk rhrough continuous
monitoring offorecasts and actual cash flows.

The table below represents cash flows payable by the State Department under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. The
atnounts disclosed in the table are the contractual undiscounted cash flows. Balances due

34
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within 12 months equal their carrying balances, as the impact of discounting is not

significant.

iii) Market risk

The State Department for has put in place an intemal audit function to assist il in assessing

the risk faced by the entity on an ongoing basis, evaluate and test the design and effectiveness

of its intemal accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity

prices and foreign exchange rates which will affect the State Department's inconre or the

value of its holding of financial instruments. The objective of market risk managemenl is to

manage and control market risk exposures within acceptable parameters, while optimising the

return. Overall responsibility for managing market risk rests with the Audit and Risk

Management Committee.

The State Department's Finance Departmenl is resporrsible for the development of detailed

risk management policies (subject to review and approval by Audit and Risk Management

Comminee) and for the day-to-day imptementation of those policies. There lias been no

change to the State Department's exposure to market risks or the manner in which it manages

and measures the risk.

a) Foreign currency risk

The State Department for Transport has transactional currency exposures. Such exposure

arises through purchases of goods and services that are done in currencies other than the local

currency. lnvoices denominated in foreign currencies are paid afler 30 days from tlre date of

the invoice and conversion at the time ofpayment is done using the prevailing exchange rate.

The State Department for Transport manages foreign exchange risk form future commercial

transactions and recognised assets and liabilities by projecting for expected sales proceeds

and matching the same with expected payments.

The State Department for Transport did not have foreign currency denominated monetary

assets and monetary liabilities at lhe end ofthe reporting period.

b) Interest rate risk

Interest rate risk is the risk that the State Department's financial condition may be adversely

affected as a result of changes in interest rale levels. The State Department does not have

bank deposit thus does not atlracl interest rate risk.
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a) Financial instrumenls measured at fair value.

Determination of fair value and fair values hierarchy

IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained frorn independent sources; unobservable inputs reflect the State Department,s
market assumptions. These two types of inputs have created the following fair value
hierarchy:

iv) Capital Risk Management

The objective of the State Deparlment's capital risk management is to safeguard the State

Department's ability to continue as a going concern.

2I. Related Pa rty Disclosu res

Nature of related rtv relalionships

Entities and other parties relaled to the State Departmenl for Transport include those parties

who have ability to exercise control or exercise significanl influence over its operaring and

financial decisions. Related parties include management personnel, their associates and close

family members.

36

Fair value of financial assets and liabilities

Level I - Quoted prices (unadjusted) in active markets for identical assets or
liabilities. This level includes 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).

Level 3 - inputs for the asset or liability that are nor based on observable market data

(unobservable inputs). This level includes equity investments and debt instrumenrs
with significant unobservable components. This hierarchy requires the use of
observable market data when available. The State Department considers relevant and

observable market prices in its valuations where possible.
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Government of Kenya

The Government of Kenya is the principal shareholder of the State Department for Transport,

holding 100% of the entity's equity interest. The covernment of Kenya has provided full

guarantees to all long-term lenders ofthe State Department, both domestic and external.

Notes to the Financial Statements (Continued)

Other related arties include:

i)

ii)

iii)

iv)

Tlre Parent Ministry.

County Govemments

Other SCs and SAGAs

Key management.

Transactions with related parties

I l,444,808Purchases of electricity from KPLC

Purchase ofwater from govt service providers 2,t52,220

13,597,028Total
a) Transfers from the governmenl

Exchequer from National Treasury 4,955,322,692

Total 4.,9s5,322,692

22. Segment Information

The State Department for Transport does not operate in different geographical regions or in

departments thus IPSAS l8 on segmental reporting requires an MDA to present segmental

information ofeach geographic region does not apply.

23. Contingent Assets and Contingent Liabilities

The State Department for Transport did not have any contingent Assels arrd Contingent

Liabilities during the year, 202412025.

24. Capital Com mitmen ts

Authorised and Contracted for 23,258,74t
23,258,741

37

A) purchases from related parties

Total



NB: Capital commitments relates to refurbishment of Transcom House for installation liftsthat had already been contracted for and ongoing.
Notes to the Financial Statements (Continued)

25. Events after the Reporting periot!

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

Stote Deptrtntent for Transport
Annual Report and Financial Slatements for the yea r ended June 30,2025.

26. Ultimate And Holding MDA
The State Department for Transport urtimate parent is the Government of Kenya.

27. Currency

The financial statements are presented in Kenya Shilings (Kshs) and is rounded off to the
nearest shilling.

i8
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19. Appendix

Appendix I : Implenrentation Status of Auditor-Genel'al's Recomntcndations
The following is the sunrnrary of issues raised by the external auditor, and management comnrents that were provided to the auditor

ResolvedExplained839

Resolved840
Unexplained variances- Cash

arrd Cash Equivalerrts
Reconciled

840.2
Transfers to other

Covernnrent Entities
Explained

Not ResolvedExplained84 I

Expenditure Wrongly

Classified as Rentals of
Ploduced Assets

ResolvedExplained842 Urrexplained IFM lS Payrnents

ResolvedExplained843
Unsupported Accounts

Payable Balance

ResolvedExplained845 Pending Bills

Resolved844

Budgetaly Contlol and

Perfolrnance- Urrder-

expenditule

ResolvedExplained846
One Third of Basic Salary

Rule- Non-conrpliance

ResolvedExplained847 PAYE- Failure to Deduct

Resolved
A llowanced paid outside

IPPD
Explained848
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Unsupported Adjustnrents

Resolved

Explained
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849 lnrprest Paid to Officers Explained Resolved

850

Donor Fund Pro.iects- Non-
Subrn iss ion of Finarrcial

Statetnents
Awaiting PAC Reconr nrendations Not Resolved

851
Delay in contpletion

Transport Data Centre

waiting PAC Recorn rnendationsA
Not Resolved

923
lnaccuracies in the Financial
Statetnents

waiting PAC Recont nrendationsA
Not Resolved

924 Outstanding Th ird-Party

Depos its

waiting PAC Recorn rnendat iorrsA
Not Resolved

925

Budgetary Control and

Perfornrance- Under-
expend iture

waiting PAC Recorn nrendationsA

Not Resolved

926 Pending Bills Awaiting PAC Recornrnendatiorri Not Reso lved
927 Unlesolved Prior Year lssues Awaiting PAC Recom nrendations Not Resolved

928
Delay in Cornpletion of the
Tlansport Data Centre

waiting PAC Recorn rnendationiA
Not Resolved

t005
Long Outstanding Accounts
Payables

waiting PAC Reconr nrendationsA
Not Reso lved

I 006
Unresolved Prior Year

Matters
waiting PAC Recom nrendationsA

Not Resolved

1007
Unlarvful Folfeiture of Leave

Days
Awaiting PAC Recorn rnendat ions Not Resolved

40

the extcrrrll audit " I Auditor
Ileport 
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Status: , .

{Rcsolied / Not
Resilvad)'

.comnl'entsonNol IIssue frpm

i (Pnt a ttale w,hcn 1,611

i eipect thc iss e to he
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r008

Non - Conrpliance with

Persons with Disability Acts,

2023.

Awaiting PAC Recorn rnendations Not Resolved

1009
Unclainred Assets - Third -

Party Deposits and Retention
Awaiting PAC Recorn rnendations Not Resolved

t0l0
Delay in Cornpletion of the

Trarrsport Data Centre
Not ResolvedAwaiting PAC Reconr nrendat ions

Not Resolvedr0il Failule to Conrply with

Aproved Staff Establishnrent
Awaiting PAC Recorn rn endations

,ri

Moharncd Daghar, CBS

Principal Secretara

,

4t

fime-ft'amel
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Appendix Ir: Projccts inrplemente<r by the Statc Department for Transport

Status of Projects completion

6768-KE 8 Years YES

1.342,850,000 367,664,06s 27% 300.000,000 235.428,t77 World Bank

Horn of Afi.ica
Gateway
Developnrent
Pro.iect

r34,285,000 6t,404,071 46% 30,000,000 28,954,126 CoK Counterpart

42

P.rej.e.cj,tilf.e Doiror:Prgjpi,t.t'lumb6r:

rl uruttion conr mitrnen t
Consolidated tnDorioi Separafc

_tlogor. ' .

,Iglrprtilg,
1-e.qui1ed q9

donor ' ''
agreenlcut
(YesiNo)

these financial
statcnlcnts

CfeiA{o), . :: -.

uornofR@
WB NO

Ploject Total projcct
Cost. 

' E 7"';:to date Bgtrgsl,lq.,llre
Fy 2024t2025

Aciual 'Sources
of furrds
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Appendix III: Fixed Asset Rcgiste r

Land

205.'438,519,246Build irrgs and stluctu res 205,438,519,246

3,061,1s4Transpolt equipnrent 3,06r,154

150,000Oflice equipnrent, furniture and fittings 150,000

2,990,400ICT Equiprnent

Machinely and Equiprnerrt

Purchase of Office Furniture and Ceneral
Equipnrent

t 5,616,250

l,l99,l18,508ln fi'astructule Assets- Roads. Rails I ,199,1 1 8,508

38,338,95024,300,000Purchase of Specialised Plant, Equipment &
Machineries

518,888,352Research. Studies, Plo.iect Preparation. Design
& Supervision

5t 8,888,352

lntangible assets

56,956,082Work in Progress 56,956,082

207,273,638,94287,307,636Total 207,186,331,306

I
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2,990,400

15,616,250

14,038,950
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Appendix IV: Reporting of Climate Relevant Expenditures

Clirnate
Change

Natiorral
Growing
Restoration
Carnpaign

Tree
and

Serrsitizing
clirnate
obligation
through
broch u res.

bu ild ing
arnong
activities.

IEC
teatn

ganres

other

on

change
C lirn ate

Change
Nationa I Tree
Clowing and
Restolation Carnpaign

Clinrate
Change

National
Crowing
Restoration
Carnpaigrr

Tree
and

Crow a nt in inrunt
of 30 trees per
year per staff
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Ploject
Name

P.aoj9c1 ,,l.pi.q!:
Actiiitics

Q3 Q4

Climate Change
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Appendix V: Disaster Expenditure Reporting Template

The State Departnrent had no expenditure under this category during the Financial Y ear 2024/2025

,
l.lI
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