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I cronyms and Glossary of Terms

: Acronyms and Abbreviations

Access to Government Procuremen( Opportunities

Bottum-Up Economic Transformation Agenda

Chief Engineer Mechanical

Chief Executive Oflicer

Central Bank of Kenya

Chief Mechanical and Transport Engineer

Engineers Board of Kenya

Economic Development Cooperation Fund

Enterprise Resource Planning

Geothermal Development Company

Hom Of Africa Gateway Development Project

Institute ofCertified Public Accountants of Kenya

Information and Communication Technology

Institute of Engineers of Kenya

Intemalional Labour Organisation

Institute of Human Resource Management

International Public Sector Accounting Standards

Kenya Bureau of Standards

Kenya Institute of Highway and Buildings Technology

Kenya Urban Roads Authority

Master's In Business Administration

M inistries, Departments and Agencies

Ministerial Human Resource Management Advisory Committee

Mechanical and Transport Division

Mechanical and Transport Fund

National Treasury

National Transport and Safety Authority

Oflice ofthe Controller of Budget

Office of the Auditor General

Occupational Safety and Health Act of2007

Public Finance Management
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PIC

PPE

PSA

PSC

PSV

SA

SC

SC

s

Public Investment Committee

Property Plant & Equipment

Public Sector Accounting Standards Board

Public Service Commission

Public Service Vehicle

Sem i-Autonomous Government Agencies

State Corporations

Senior Chief Finance Officer

Strategic Leadership Development Programme

Sports Utility Vehicles

World Bank

Department- the State Department for Roads being responsible for matters relating to
nical and Transport.

iary Management- Members of Management directly enstrusted with the responsibility of
ial resources ofthe organisation.

cial Year- the period of twelve months ending on the 30th June in each year.

S

: Glossary of Terms

Ca et Secretary- the cabinet Secretary for the time being responsible lor matters relating to
ical and Transport

Ch
by

es- All sums received or receivablcs, charged or chargeable for any service or facility provided
Division.

Ch Mechanical and Transport Engineer (CM&TE)- the oflicer in charge of The Fund, the
Sec ry to the Management Committee and the Head of the Division

Co arative Year- Means the prior period.

Sta

SU

WB

M

Fi

Fi

Di ion- the Mechanical and Transport Division responsible for matters relating to Mechanical
port and Transport Services

Eq ment- workshop tools equipment and machines used at workshops to service and repair plant.

Fu
(M hanical and Transpo( Fund) regulations, 2003 as specified in the first schedule

- the Mechanical and Transport Fund established under section 3 of the Exchequer and audit

M agement Committee- the Mechanical and Transport Fund Management Committee appointed by
the fficer Administering the Fund under section 6 of the Rules Procedures and Guidelines lor the
o tion olthe Mechanical and Transport Fund

III
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Mln ry- the Ministry for the time being responsible for matters relating to Mechanical and

o r Administering the Fund- the Accounting Officer of the Ministry for the time being
sible for matters relating to Mechanical and Transport Services, or a person appointed by him in
for that purpose.

resp
writ

PIF
roll
tru

Rr

div

and Equipment- all types of road construction and maintenance plant (bulldozers, graders,
etc) static plant (stone crushers, concrete mixers etc) and road vehicles (tipper lorries/ dump
flatbcds, horse/low loaders, pickups etc)

all sums which may under the provision ofthe Fund be levied for or in respect ofany plant or
rendered by the department or any technical consultancy performance by any staff of the
or lacility provided by the division.

Area Network- A large network of information that connects multiple locations across a specific
geo hic region, country or even the world

IV
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(a)

(b)

ey Entity Information and Management

ackground information

e Mechanical and Transport Fund is established under the article 206 l(a) ofthe constitution of

nya 2010. lt provides for the establishment of public funds read together with the Public

ance Management Act 2012 (PFMA) Clause 24 (4). lt is established via legal notice No.l40 of

03 under Clause 34 ofthe Exchequer and Audit act 412 and its precursor ofthe PFMA, 2012

e administrator of the Fund is the Principal Secretary State Department for Roads, through a

anagement Committee. The day-to-day operations are executed by the Chief Engineer

echanical) who is the secretary to the Management Committee.

e MTF received seed capital of Kshs.22 million from the National Treasury in the 2003/2004

ncial year. ln addition, the Government of Kenya entered into a loan agreement with the

public of Korea on l5th April,2005 for Kshs.2Bllion in view of strengthening the institutions'

pacity. The Fund offers services that are spread across the 47 counties. In the year 2014, after

mulgation of the Constitution of Kenya (COK) 2010, and the formation of the counties, the

TF released 80% of its fleet of equipment to the County Governments through equipment

aring which were valued at Kshs 2.5 billion. In the financial year 2013/2014, MTF received

ditional Kshs.l.5 billion from the National Treasury to procure plant and equipment. The MTF

continuously renewed its' fleet through funds raised through user fee ofplant and equipment.

Principal Activities

e Mechanical and Transport Fund (MTF) principal activities are provided for through Legal

tice No. 140 of2003 under the Exchequer and Audit Act (CAP 412). The purpose ofthe Fund is

provide additional funds required for administration, planning, development, management,

ulations, operations and maintenance of effective, economical and ellicient Mechanical and

port services in Kenya. The MTF's principal activities are aligned to the Divisions' Vision

d Mission and are stated as follows.

Provision ofvehicles, plant and equipment at gazetted user fees to public and private sector.

Mechanical and Transport Services at gazetted user fees to public and private sectors.

Sale of boarded vehicles, plant, equipment and stores to the public
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ey Management

gement ofthe Fund comprises ofthe following key organs

rincipal Secretary, State Department for Roads.

e Management Committee.

e Chief Engineer (Mechanical), Secretary to the Management Committee.

iduciary Management

ey management personnel who held office during the financial year ended 30th June 2023 and

irect fi duciary responsibility were:

iduciary Oversight Arrangements

MTF oversight role is stipulated in the legal notice N0.140 ol 2003. The Management

ittee is mandated by the legal notice to run the affairs of the organization by ensuring proper

ffective sound financial management is upheld through various entities which includes the

lng;.

fr4TF Management Committee
I

lnternal Audit Committee.
I

f}jce of the Auditor General

arliamentary Accounts Committees and any other oversight committees that may be

onstituted from time to time

The Principal Secretary,
State Department for Roads

Eng. Joseph M. Mbugua.

Eng. Francis Citau2

Chairman of The MTF Management

Committee

J Chief Engineer (Mechanical) Eng. Richard G. Thitai, OGW.

VI



CHANICAL AND TRANSPORT FUND
A url RE ort and Financial Statements for the year ended June 30,2023.

(f) Entity Headquarters

P.O. Box 30043-00100,

03 Dunga Close Road,

Industrial Area,

Nairobi, Kenya

(e) Entity Contacts

Telephone: (254) 025 5 I 960/ l -5,

E-mail: cmte@mechanical.go.ke,

Website : https ://transport. go. ke/mechanical -transport-mtd

(h) Entity Bankers

Kenya Commercial Bank,

Industrial Area Branch,

P.O. Box 18031-00500,

Nairobi, Kenya.

(i) Independent Auditors

Auditor-General,
Office of the Auditor General,

Anniversary Towers, University Way,

P.O. Box 30084 - 00100,

Nairobi, Kenya.

c) rincipal Legal Adviser

e Attomey Genera[,

tate Law Office and Department of Justice,

arambee Avenue,

.O. Box 40112,

ity Square 00200,

airobi, Kenya.
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al Report and Financial Statements for the year ended June 30,2023.

3 tey Management Team Profile.

DETAILS,ip MANAGEMENT

Eng. Francis Gitau

Holder of Bachelor of Science, Civil Engineering (BSC) From

the University of Nairobi. Holder of a Masters Dcgree ln Civil

Transportation from the Univcrsity of Nairobi. tlolder of

Executive Master of Busincss Administration (MBA) from Jomo

Kenyatta University of Agriculture and Technology. Member

Institution of Engineers of Kenya (lEK). Attended and qualified

lor the Strategic [,eadership Development Programme (SLDP) at

the Kenya School of Covernnrent. Current Chairman of the

Mechanical Transport Fund. Chairman Task Force on Public

Transport Industry Transition. Served as Chairman ofthe MRTS

Programme Delivery Unit. Served as President. International

Students, Aachen University, Germany, and Class of 1996.

Served as President lnternational Course. Malaysian Technical

Cooperation Progranlme (MTCP) 2010. Served as Alternate

Director of the Board in Kenya Rural Roads Authority, Kenya

National Highways Authority and Nunterical Machining

Complex. Served as Chair of the Transport Sector Training

Committee ofthe National Industrial Training Authority

Bachelor of Science (Mechanical Engineering) fiom the

University of Nairobi. Holder of Executive Master of Business

Administration (MBA) from Jomo Kenyatta University of

Agriculture and 'l echnology. Professional Engineer - Registered

with Engineers Registration Board (EBK). Member Institution

of Engineers of Kenya (lEK). Attended Senior Management

Course (SMC), Scnior Leadership Development Course (SLDP)

and Project Development and Management (PDM) at the Kenya

School of Government. Attended Proactive Management Course

at ESAMI -Arusha. Currently a Board nrember of Ihwagi

Secondary school Nyeri. Civil Service career spanning 3l

years all in Engineering and Management Levels with 6 years as

head of State House Mechanical department. Currently the chief

Mechanical Engineer - Mechanical Division - State Department

for Roads.

2

Eng. Richard G. Thitai,
ocw.

vlll
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Bachelor of Science (Mechanical Engineering) from the

University of Nairobi. Masters of Arts (Project Planning

Management) from the University of Nairobi. Professional

Engineer (Registered with Engineers Registration Board).

Member (lnstitute of Engineers Kenya). Attended Senior

Management Course (SMC). Senior Leadership Development

Course (SLDP) and Project Development and Management

(PDM) at the Kenya School of Covernment. Attended Public

Private Partnership (PPP) course. Attended Transformative

Leadership for lmplementing Public Sector Reforms (TLIPSR)

course. Civil Service career spanning 35 years all in Engineering

and Management Levels. Currently, Director - Kenya Institute

of Highways and Building Technology - State Department for

Roads since 2017.

3

Eng. Maurice S. Nabende

I
Director Human Resource Management & Development in State

Department for Roads. Has over thirty-thxee (34) years'

experience in the line of Human Resource Resources

Management in the Public Service. Full Member of Professional

Body of Human Resource Management Professionals - Institute

of Human Resource Management (IHRM). Holder of Master's

degree in Business Administration (Human Resource

Management Option). Bachelor ofCommerce Degree, CPS (Sec

5). Strategic Leadership Development Programme among other

Professional courses-

4

Mrs.Joyce Kirigo Gichomo.

(
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5

I
Mr. Ph ilip Wachira

Bachclor ot Arts (BA Ilons) fiom the Univcrsity of Nairobi

maloring in Econornics and I'ublic Administration. Masters of

Business Administration (MBA) from the University of Nairobi

spccializing in Stratcgic Managenrent. Certifled I'ublic

Accountant Part ll. Attended Scnior Managenrcnt Course (SMC)

and Senior Leadcrship Developmenl Course (Sl.DP) at the

Kenl'a School ol'(;overnment. Civil Scrvice career spanning 26

years all in the Irinance Dockct. Currcntly. llead ol-Finance at

the State Dcpartnrcnt fbr Roads as Senior Chief F'inance Olllcer

(SCI'O) rcsponsiblc to the' Principal Sccretar; for coordination

of budget lbrmulation. irnplernentation and control for all thc

Road Agcncies and Divisions within the State Dcpartment for

Roads.

6

Mr- Nathan Soitzr

* t J

Has a carcc'r spanning 24 ycars in public and corporate

procuremenr both in Governnrent funded and donor funded

projccts and provision of expert advicc on public procurcntent

mattcrs. Ilolder of a Masters of Business Administration

(Procurenrcnt & Suppli Chain Managentc'nt) Dcgree and a

Craduate I)iploma in Purchasing & Supply tiom the University

of Nairobi and Chartered lnstitute of Purchasing & Supply. UK

respcctively. Currcntly'. serving as a Senior Deputy Dircctor,

Supply Chain Managerrrcnt hcading the Statc Dcpartment for

Roads.. Scrved as a Procurcment Ol'ficer at Kcnya Anti-

Corruption Conrmission, Senior Procuremcnt Ollicer at the

University of Nairobi. Kenya Rural Roads Authority and as a

Senior Oiflcer at Public Procuremcnt Adnlinistrative Rcvie$

Board. Worked as Assistant N4anagcr, Procurernent at th!'

Auditor Gcneral's Officc.

li
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Mr. John Kimani

Holder of Bachelor of Arts (Economics) From the Universiry of

Nairobi. Holder of Master's Degrcc in Economics from

Makerere University. Holds a Diploma in Transport Planning

and Management, Galilee Institute of Management. Holds a

Cenificate in Strategic Leadership and Management, KSG.

Member, Kenya Institute of Management (KIM). Currently

serving as Director Planning, State Department for Roads.

Served as Chief Economist, Ministry of Roads. Served as

Management Representative (MR) ISO 2015 Certification,

Ministry of Roads. Served as Head of ISO 2015 Certification,

State Department of Infrastructure. Served as Principal

Economist, Ministry of Roads and Public Works. Member,

Board of Management of the Kenya Institute of Highways and

Buildings Technology. Member of Board of Management the

Mechanical Transport Fund.

8

Eng. James M. Kungu.

Holder of Bachelor of Science (BSc) in Civil Engineering from

the University of Nairobi. Holder of Master of Science (MSc) in

Construction Management from the University of Birmingham,

UK. Registered Consulting Engineer, Engineers Board of Kenya

(EBK). Corporate Member, Institution of Engineers of Kenya

(rEK).

Attended and qualified for the Strategic Leadership

Development Programme (SLDP) at the Kenya School of

Government. Member of the Mechanical Transport Fund

Committee. Member, Kenya Institute of Highways and Building

Technology (KIHBT). Alternate Director of the Board in Kenya

Urban Roads Authoriry (KURA).

Served as a Board of Management (BOM) Member, Loreto High

School Limuru. Seconded to IGAD Secretariat in Djibouti and

was Head of lnfrastructure and Regional Coordinator for 6

years. Over 3l years' experience itr the i.ntastruch[e seclor

especially in the roads sub-sector. Cuffently the Chief Engineer,

Roads in the State Department for Roads.

xt
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HANICAL AND TRANSPORT FUND

c

Mrs. (CPA) Sophie
Mwangashi.

.+-
q+,

I

Has worked in the civil service, for over 3l years. Worked as an

Audit examiner at the Auditor General's office for 2 years and

as an accountant for 29 years in different Ministerial

Depanments. The last station being the ofllce of the Deputy

President. Currently serving as a Deputy Accountant Ceneral,

heading the Accounting Unit at the State Depanment for Roads.

A Certified Public Accountant and a member of the Institute of

Certified Public Accountants of Kenya (ICPAK). Trained and

qualified for the Strategic Leadership Development Program at

the Kenya School ofCovernment.

xll



c

HANICAL AND TRANSPORT FUND
An al Report and Financial Statements for the year ended June 30, 2023.

Th

4 tatement by the Chairman

nancial year 2022-2023 presented the division with an opportunity to improve its

ance in the management of the MTF, among the strategies employed by the committee

the assistance of the department was to appoint the Chief Engineer Mechanical in

e of the department as a dedicated leader in the day to day running and administration of

the partment. The committee has held qua(erly meetings to review the implementation of the

pro rement plan and the contents of this report outlines all the management activities that the

di on undertook in the year under review. ln spite of the hard economic challenges which

incl d the huge pending bitls for development projects in the roads sector coupled with

in funds disbursement by the National Govemment to pay for ongoing works. The

di n has continued to work closely with the County Govemments, Road Agencies and other

olders. Despite the challenges the lund has remained stable. The committee has

del

em ized innovative strategies to ensure sustainability and quality service delivery to its

ers, focusing on retention and expansion of its customer base. Currently the division is

s

c

It

(E

c

s

We

app

that

un going a scan on the business processes as we prepare to achieve a semi-autonomous status

sup rted by the HOAGDP financed by the World Bank.

been our strategic objective lor the fund to implement an Enterprise Resource Planning

to ensure there is efficiency, transparency and effectiveness in execution of its functions.

cognize that the government is accelerating the digitization of services in the eftbrt to

technology to unlock efficiency, effectiveness and accessibility ol services while

risks. This is expected to improve service delivery and public resources management

ll result in increased revenues.

mmittee in exercise of its oversight role in guiding the Management of the division will

ue to provide appropriate guidance, leadership and support to ensure that the deployment

ass anagement culture

The

of an, capital and other resources are deployed prudently to unlock the full potential ofthe

Di on. It is my hope that the Division will continue to grow its own revenue and attract

res es to capitalism the ambitious transformation expected after assuming the status of a

utonomous agency, in anticipation to increasing the fleet strength and adopting a robust

The

imp

ommittee demonstrated its fiduciary duty in management of the Fund by ensuring

entation of its resolutions. I wish to take this opportunity to thank the committee for

dili tly executing its mandate, I wish also to congratulate the management in their execution

annual work programme, however in recognition ofthe central role the division plays inof

xlll
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cing the capacity of entrepreneurs in the construction industry we must endeavour to

e high quality services and become a premier institution in the plant and equipment hire

ind y. Moreover, the Bottom-up Economic Transformation Agenda (BETA) and Vision

203 is a great opportunity for us to mobilize a wider customer base by developing new

busl ss processes to support the youth, women and new entrepreneurs. We know the first step

will to adopt a strong communication strategy that deliberately targets the prospective

cus er base and shifting the business practice towards modem digitized processes, reduce

erwork and improve our customer relationship.the

We

wh

sh to express our sincere gratitude to the development partners and other stakeholders

support remains key in facilitating the capacity building of the division towards

lm d delivery fth MTF services

Mr. illip Wachira.

an Mechanical and Trans ort Fund,

xlv
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5 tatement from the Chief Executive Officer

In financial year under review 2022123, the Division has achieved various milestones

des te harsh economic realities. We have continued to explore innovative ways to enhance our

rnc e streams and cash flows. We have engaged development partners to mobilize funds

include Sumitomo Corporation and the World Bank through Hom of Africa Gateway

D lopment Project (HoAGDP). Accordingly, the fund has increasingly implemented

ative cost cutling measures. Further, the Fund has deployed technology to unlock revenue

s and also enhance accountability. In the year under review, the fund implemented an

sive marketing strategy in view of aftracting stakeholders to subscribe to our services. Inag

s

T

e

I

ad on, the Division is considering to engage professional consultancy services to complete

ltS ft strategic plan. In the year under review, we were privileged to improve our staffing

through replacement process under the Public Service Commission (PSC). However, we

ha t realized the optimal staffing levels.

the State Department for Roads, the Division received development lunds which went

ln ovating our regional workshops thus improving its overall image. We have also

res itated the process of debt recovery in Kisii County and Nairobi Metropolitan Services.

ecretariat also prioritized on several equipment repair within the prevailing financial

co ints. Whereas the cost implication was significant, the outcome resulted in tremendous

pos effect on attainment of the Division's objectives thereby increasing the efficiency and

iveness of service delivery. I have further ensured my staff are adequately trained on

ity, ethics and are kept abreast with the ever changing technological architecture. Weinte

the

MC

uril

The

hav so commenced collaboration with key stakeholders focusing on e-mobility in line with

TA agenda. In this regard, we have developed reference specifications for guiding the

As in the procurement of electric motorbikes, saloon cars, pickup trucks and Sports

Vehicles (SUVs)

ivision is also set to undergo transformation into a Semi-Autonomous Governmental

Ag y (SAGA) in the process funded by the World Bank under the Hom of Africa Gateway

De opment Project. The transformation into a SAGA is envisaged to catapult the Division

into operational status aDd unlock the Division's potential in revenue generation and

ulti tely attainment of long-term objectives

to take this opportunity to give my sincere appreciation to the Management Committee

support and guidance extended to the secretariat throughout the year. I commend the

staff for their unwavering effort that ensured the Fund remained steadfast in delivering its

for

xv
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also extend my gratitude to the State Departnent for Roads, National Treasury and

t partners for financing our projects and programme. Finally, I wish to thank all

lders for their critical contribution that facilitated continuous improvement of the

G.Thitai, OGW.
GINEER C
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6 tatement of Performance Against Predetermined Objectives lor FY202212023

In uction

S

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

ial year, the accounting oflicer is to present a statement of performance against

p rmirrcd objectives of the entity.

The y strategic objectives as per the strategic plan for FY 2022 - FY 2023 are to:

To Standardize Government Fleet

To Have Well Maintained Key Vehicles, Plant and Equipment

To Have Maintenance and Renewal Funds Through Imposition ofFees and Hire

To develop and improve Regional and County Mechanical Workshop

To Train Staff

Be we provide the progress on attaining the stated objectives:

xvn
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Annual Report and Fina:lcial Saatements for the year ended June 30,2023.

S/No Activitica Ortput Pcrformrrcc
lEdic.torl Trrgct Output Actors Tim. (Fiorocirl Y.rr 2022n023)

Strategic Objective 1: To Standardize Government Fleet
ssuing/Providing nandard

ant and equipment for
CDAs

ificalions for
tandard Specs ister ofstandard sue slandard specs I70 EM. Technical.

inistries/Depts.

9No

ued

srd Specs

ssued

6No
andard Specs

8No
tandard Spe.s

ssuri
landard Sp€cs

No

| 82 No-

oping new Technical

DAs upon requcsr

pecifi calions of vehicle,
Ianr and equipmenl for

pecificalions
oped tenl

ister ofNel,
EM. Technical.
ini$ries/Depts

specs
developed

No

b€ opcd

l5 No

eveloped

2 No new specs

be

ll No new
lo be

oped 65 No.

nd l-quipment for MCDAs

valuating procurement
nders of vehicles, Plant,

uated
issued ro clienr

evaluated

0 in No.

echnicalevahrrttrrn of

anl and equipment
for vehiclcs. EM.'l€chnical

inislriesDeprs

No
lo be

No No
ders to b€

9No

{t \o.

I Repons nspecl2200 Veh,cles
I and Equipmcnt inistricVDepts

M. lechnicrlch
Delivelv inspcction of
iclcs. Plant. and
ipment for Covt
DAs

gisrer of PDI
ns inspectad

1.750 PDI'S
oul

29 PDI'S
arried oul

I I PDI\ t4 PDI'S
am€d out

2,77{ No.

Strategic Objective 2: To Have Well Maintained Key Vehicles, Plant and Equipment

Sbooks

hedulcs
pm
bilit)mainlain and repat key

icles. plant and anl and

ioeabilily
ofvehicles,

u

nlain and Repair
vchicles, plant and s

s 3{2No.

quipment and other
hicles. plant.

achinerv

hicles. plant.
uipmen( and
her
achinery rhat

economical

have

oi LPO's
delivery
uments.

o Pmcure lhe
following;
lbulldo?-er
I grader

ingle drum rollcrs

pnme moveas
supervisory vehicles

excavalors
I lowbed

I I lrucks

M. Technical
curemenl/

tons

I grader
trucks

rsor y
hicles

hicle I single

trucks

valor

roller

upervlsory
Vchicle I

ingle Drum
Roller
I
Ilxcavator I

Low bed
lPrime

I Dozer
l rucks

NIL

xvlll
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AchievcmcntTime (Financirl Year 2021t2O22\Output Performrnce
Indicrtors

Tsrget Output ActorsS/No Activities

qJvz Q4

3

lb board all
vehicles, planl,
equipment and other
machinery lhat are
uneconomical to
operate

Optimal and
emcie0t fleet

[-ower opcrational
cost and hss
breakdowns.

Ib board 180 lols of
obsol€re ord
uneconomical to repair
vehicles. planl and
cquipment

CEM. Operations.
R-lriE's

Appointment of
Board ofSurvey,
identification anc

Survey of
hoarded items

Advertisement
and sale of
document s

Sale ofboarded
items

Collection ofsold
items

242 No. of
itcms boerded

Strategic Objective 3; To Have Maintenance and Renewal Funds Through Imposition of Fees and Hire

Kshs.745.325.551
raised

CME, RME'S,
Accounts

Kshs.65.
009. 824

Kshs.307
502.375

Kshs:186.
238.727

Kshs.186.574.
621 545.02 Million

Receipts from hire
ofequipment

Funds for
renewal and
mainlenance
generaled

Bank statemenls
and MR receipl

Kshs. l5-000.000
raised

CME, RME'S,
Accounls

Kshs.l5. 000
000 26.1 Million2

Receipls liom
sale ofvehicles.
plant,
Equipment and
Machinery

Funds for
Enewal and
maintenance
generated

Bank stalemenls
aid MR receipl

3
Receipts from sales
and fees for
services
surrendered

Funds for
renewal and
maintenance
generated

Bank stalements
and MR receipl

Kshs. 40.000.000
raised

CME. RME's.
Accounts

Kshs.
t0.000.000

Kshs.
l0 000 000

Kshs.
| 0 000 000

Kshs.
t0.000.000 66.28 Millioo

Strategic Objective 4: To develop and improve Regional and County Mechanical Workshop

MTD Workshops and
olfices renovated

CEM. Supply
Chain Management
oflicer- Ilranch
Accounlant.

Requisitions
BQs.

quotations LSO's

Complelion
cenificate
Payment
voucher

Funds Not
Avrihd

Improve and
renovate central
workshops and
MTD main ofllce

Improved
Cenlral
Workshops
and Offices

Copies ol-:

Requisilions.
quolations.
LSO's, BQs,
complelion
certificale.
payment

voucher

More
functional
Regional
Workshops

Copies of:
Requisitions.
quotations,
LSO'S BQs,
completion
cenificale.
paymenl
voucher

,16 counfy workshops
and olfices renovaled

CEM. Supply
Chain Manaeemenl
ofiicer Rran"ch
Accountant.

Requisilions
BQs.
quolalions t-sO's

Completion
certificale.
Payrnent
vouchcr

,16 Couoty
Work!hop!

Rcfurbish.d

2 Improve a.nd

renovate 46
Regional/County
Workshops and
Oflices
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rporate Governance Statement.

e Mechanical and Transport Division (MTD), a Covernment Division, we are committed

pholding strong corporate govemance principles to ensure transparency, accountability,

the efficient delivery of quality services. Our mission is to provide quality mechanical,

sport, and plant services, standardize government vehicles, plant, and equipment, and

tribute to the development and maintenance of roads and related infrastructure. With a

7

c

c

vl n to become a world-class provider of Mechanical, Transport and Plant services, we are

ed by a set of core values including integrity, objectivity, teamwork, discipline, respect,

sy, competence, commitment, dedication to duty, invention and innovation.

s

1' fulfil our corporate governance responsibilities, we establish and maintain effective

tures, processes, and controls. We strive to foster a culture of integrity and ethical

viour among our stalf members, ensuring that they act in the best interest of our clients

stakeholders. We are dedicated to providing a balanced assessment of our services,

p itizing objectivity over personal or external influences. By promoting teamwork,

d pline, respect, and courtesy, we fbster a positive work environment that encourages

co boration, open communication, and mutual respect.

w

m

a

committed to competence and enhancement of knowledge, skills, and experience of

o workforce through capacity building initiatives. We maintain a strong focus on

taining and renewing our vehicles, plant, and equipment with lunds generated through

priate fees and charges. We emphasize the modemization and equipping of our

shops and offices to create an efficient and conducive work environment

gh effective corporate govemance practices, the MTD operates with integrity, efficiency,

an accountability, delivering quality services and contributing to the development and

ance of infrastructure. we maintain compliance with all applicable [aws, regulations,

an licies, and regularly review and assess our governance practices to ensure their

iveness. We are committed to engaging with our stakeholders, fostering transparency and

and continuously improving our operations to achieve our strategic goals and fulfil our

n and vision as a Government Divisionmt

xxl
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8 Mrnagement Discussion and Analysis

e effects of Ukraine and Russia war, disruptions of global supply chain. geo-politics,

d depreciation of world currencies, interest rates and adverse climatic conditions

ntinued to be significant factors affecting global economic growth.

addition, the country underwent a challenging electioneering period, a long drought

isode, inflation and huge infrastructure pending bills. Consequently, in the year under

iew, the Mechanical and Transport Fund experienced significant economic challenges

t disrupted its activities such as increased prices of spare parts, tyres. oils & lubricants

other equipment consumable parts. Moreover, the Division has an ageing fleet whose

intenance costs has continued to escalate resulting in decreased capacity to generate

me

T graph below depicts trends in revenue generation over the financial years 2018119-2022123

1,200,000,000.00

1,000,000,000.00

800,000,000.00

600,m0,000.00

400,000,000.00

200,000,000.00

201&2019 20192020 2020-2021, 2021-2022 2022-7023

ficant decline ofrevenue generation was due to unavoidable economic factors beyond the

contro[. However, the management is employing strategies to mitigate against this trend

ce mobilization, engagement of like-minded stakeholders, implementing cost cutting

across

within

The s

Divis

by re

measu , re-capitalization and pursuing instirutional reform

Entity' ey projects or investments decision implemented or ongoing.

Mec al and Transpo( Fund has continued to offer support in Infrastructural development

country. The following images are representations of some key project engagements

year under review.

xxtl
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M County, Road Opening
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The Chicf Enginccr (Mcchanical) (l'lxlremc l{ight) inspecting MTF equipmcnt on a road

opening projcct in Elgeyo Marakwct
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Co

E

M

M
titution of Kenya, 2010, the Gazette Notice No. 140 of 2003, The Public Finance
gement Act,20l2, The Public Procurement and Asset Disposal Act,20l5, regulations

's compliance with strtutory requirements

nical and Transport Fund Management has continued to observe and adhere to The

ther circulars that are issued liom time to time.

M r risks facing the organisation,

Du g the year under review the following risks and mitigation measures were employed as

d in the table below

Ma al arrears in statutory and other financial obligations,

Int year under review, the fund encountered the following arrears from our

cl

Tra
I

)
J

Receivables.
airobi Metropolitan Services (NMS) unpaid amount

isii County Govemment:
othermal Development Company

T payables;
Gyto security services:

3

lTechno hub:
I

lTelkom Kenya:
lTender refunds:

T

F

N

t l:

Kshs.36,337,417

Kshs.48,710,152
Kshs 7.855.125.

Kshs. 92.902.694.

I Kshs
Kshs
Kshs
Kshs

3.766.900.
2,363,930.
6.573.543.

133 87.

Kshs. 13.838.247.

Revi of the Economy

The hanical and Transport Fund experienced economic challenges due to high prices of spare

parts, s, oil & lubricants and fuel that came about due to inflation and huge pending bilts in the

S/No. RISK EVENT MITIGATION MEASURES
Loss of funds Adherence to code ofconduct for Public Offlcers.

Embracing ERP technology.
I

Loss of Assets Hiring of guards2

Manipulation of
records.

Adherence to the code of
conduct.

3

4 Misappropriation
of funds

Sanctions/ Punishment
Adhere to professional standards and code ofethics

road r

xxvlll
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of the sector,

infrastructural sector was majorly affected by electioneering period, delays in exchequer

rel to MCDAs and huge pending bills

Fu Developments

vision is mobilizing funds from GOK and development partners to procure new fleet,

ize and equip workshops with modern tools, spearhead e-mobility, digitizing services,

ion into the e-citizen platform, enhance cost cutting measures and finally transform the

Di ion into a SAGA

9 nvironmental and Sustainability Reporting

a) ustainability strategy and profile

e management is working to develop a 5-year draft strategic plan anchored on Vision 2030

the Sustainable Development Goals (No. 9 on Industry, Innovation and Infrastructure,

o.l3 on Climate Action) that will help transform the Fund and widen the range of proposed

rvices to help it become more self-reliant. The following table shows the measures that are

ing put in place towards attainment ofthese goals.

3 STRATEGIESG ALS OBJECTIVES

40% of MTF annual accruals is normally set aside

for the purchase of vehicles, plant and equipment.

During the year under review however, we were

unable to purchase any new machinery due to the

sho(fall in revenue target in the uncertain economic

environment.

Acquisition of

more

equipment.

The Division embarked on vehicle body fabrication to

reduce cost of a complete body unit and enhance

utilization of our competence.

The Fund is in the process of mobilizing more

resources from our development partners for

recapitalization.

ient

tive

ce

ery

Ensure

availability and

serviceability of

equipment

The Fund utilized at least 60% of MTF annual

accruals for spares, service parts, lubricants and other

administrative costs.

E

I

E

3e

d
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Through the HoAGDP Project, the Fund is in the

process of implementing relevant software (ERP) for

MTF reporting system.

Develop and

Adopt

Information

Communication

Technology in

MTF operations

The Fund is in the process of obtaining funding

through HoAGDP to acquire more ICT Equipment

and to connect field stations to headquarters through

Wide Area Network.

The Fund is seeking support to help equip our

regional and county workshops with modem tools and

equipment.

Improve

Workshops

The Fund has presence in all the 47 counties

Ensure our

services are

available

Countrywide

During the financial year, the Fund practiced prudent

financial and asset management system.

Increase annual

revenue

collection from

under I .0

billion to 2.0

billion

The Fund is actively seeking development partners to

help renew fleet and improve efficiency in revenue

collection.

The Fund strives to ensure maximum utilization of

consultancy services, workshop facilities and

equipment for services at a fee.

Through the Draft strategic plan developed, we

sought to diversify our consultancy services further

e.g. inspection of exhaust emission for vehicles,

locomotives, fuel generators, regulating the

construction of bus bodies and trailers, regulation of

private and public garages, Manufacture of small

machines like block making Machines.

During the period under review, the fund sought to

dispose obsolete and uneconomical to repair

equipment.

Su

ncial

inabilitv

Increase Sources

of Revenue

xxx
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b) vironmental performance /climate change/ mitigation of natural disasters

Division has been on the forefront of environmental conservation efforts in the

d of motor vehicles, plant and machinery in the fbllowing ways:

As the Chief advisor of Covemment in matters relating to Mechanical and Transport

Services, the Division is continually researching on improving technical specifications

issued to other MCDAs in view of adopting green technology and e-mobility. The

Division has been working towards developing technical specifications for electric

vehicles, biogas driven and those that consume better standards of fuels to help

environmental conservation effbrts.

Additionally, on the Regulation and reduction of emissions and promoting renewable

energies, the Division is also developing technical specifications on diesel and petrol

motor vehicles that support the use of cleaner fuels lhat lead to lower emission levels.

1By advocating tbr motor vehicles that meet the higher Euro 4 standards from the
I

current Euro 2 standards we thus help in improving the air quality by reducing the
I

emission of sulphur and other metals.
I

lAs the implementing agency of KSl5l5, the Division is also tasked with thoroughly
I

[nspecting imported second hand vehicles and ensuring they meet the required

[ollution emission standards to minimize environmental degradation.
I

lfhe Division undertakes valuation and inspection of unserviceable motor vehicles,

lant and equipment in lieu of boarding. This helps eliminate motor vehicles that are

ot roadworthy to lurther reduce the number of pollutants emitted to our environment

well as improving our road safety

he Division alongside Kenya Bureau of Standards (KEBS) and National Transport

d Safety Authority (NTSA) carried out testing of road speed limiters to ensure strict

ompliance of all new road speed limiter models to the set out for Public Service

a

a

a

Ensure stabilized

user and service

fee

Going forward the Division strives to have a periodic

review of user and services fees to ensure market

stability amidst inflation and market dynamics.

The Division identified and trained various cadres of

staiiin the period under review to help build capacity.

flroue

,litrtionut

[acrty

Train stalf on

relevant technology

The Division received more technical staff including

engineers, clerks, inspectors and drivers during the

year under review.

,1
Ini

Ca

a
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Vehicles (PSV) regulations.

' The Division as part of the multi-agency team implements compliance to tag-axle

conversions and develop technical specifications for weigh bridges used in axle-load

controls thus protecting roads.

The Division develops Preventive Maintenance Schedules to help improve fleet life

span thereby minimizing the number of vehicles polluting the environment.

The Division was involved in GDC projects for geothermal exploration to generate green

energy in Nakuru and Baringo regions.

Division was involved in planting trees in view of environmental conservation and

reasing the forest cover in Kajiado, Kwale, Kilifi and Mombasa Counties

c) ployee welfare

rently, the Division has a stafting level of 1.073 in post against 2,675 afihorized

blishments indicating that it relies on 40% ofthe required human capacity. In the yeare

u r review, the Division has been able to train 33No. of its staff across various cadres

ed by the World Bank program of Horn of Africa Gateway Development Project and

7. o. funded by Mechanical and Transport Fund. The organization periodically conducts

training needs assessment and trains competent staff across all cadres. The

o ization is constantly working towards achieving gender parity and cultural diversity

tn s replacement processes as outlined in the Public Service Commission's policies and

re lations of 2016

T Division strives to maintain the health and safety ofemployees, customers, neighbours

protecting the environment as part ofour organizational culture. Our aspirations are to

ha
I

tzero 
accidents, zero errors and zero harm by continually adhering to the provisions of

(enyan Constitution. the Labour Laws of Kenya, the ILO Conventions, best practices

he Occupational Safety and Health Act (OSHA).

d)M tplace Practices

ponsible Supply chain and supplier relations

ivision made strides in the following strategic areas

ponsible Market Competition Practices

vision of equipment to strengthen local contractors, the Fund facilitated growth of

contractors thus stabilizing user t'ees in the industry.

a

By

xxxll
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Responsible Supply Chain and Supplier Relations

organization maintained good business practices by treating its own suppliers

onsibly, honouring contracts in time, embracing Access to Govemment Procurement

ortunities (AGPO) for special groups.

ponsible Marketing and Advertising

Division maintained its gazetted rates uniformly across the country and has made this

rmation publicly available to all. The Division therefore upheld openness, honesty and

cy, operating with the highest level ofethical standards.

roduct Stewardship

management continuously worked to identify market gaps and needs thereby

a

a

I

oducing new technica[ specifications for electric light trucks, motorbikes and saloon

in line with the e-mobility government agenda

xxxlu
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Statement of Management Responsibilities

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

financial year, the Accounting Offlcer for a National Govemment Entity sha[[ prepare

financial statements in respect of that entity. Section 8l (3) requires the financial statements

prepared to be in a form that complies with relevant accounting standards as prescribed the

ublic Sector Accounting Standards Board of Kenya from time to time.

l

[he Accounting Officer in charge of the Mechanical and 1'ransport Fund is responsible for the

preparation and presentation ofthe entity's fmancial statements, which give a true and fair view

ff the srate of affairs of the entity for and as at the end of the financial year (period) ended on
l

.fune 30,2Oxx. This responsibility includes: (i) maintaining adequate financial management

{..angements and ensuring that these continue to be effective throughout the reporting period,

(ii1 maintaining proper accounting records, which disclose with reasonable accuracy at any

dme the financial position of the entity, (iii) designing. implementing and maintaining
1

ifrternal controls relevant to the preparation and lair presentation of the financial statements,

d ensuring that they are free l'rom material misstatements, whether due to error or fraud,

v) safeguarding the assets of the entity; (v) selecting and applying appropriate accounting

licies, and (vi) making accounting estimates that are reasonable in the circumstances

e Accounting Officer in charge of Mechanical and Transport Fund accepts responsibility for

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

nancial Reporting, using appropriate accounting policies in accordance with Intemational

[blic Sector Accounting Standards (IPSAS). The Accounting Officer is ofthe opinion that the

echanical and Transport Fund financial statements give a true and tair view of the state of

ty's transactions during the financial year ended June 30, 20xx, and of the entity's financial

sition as at that date. The Accounting Officer in charge of Mechanical and Transpo( Fund

her confirms the completeness ofthe accounting records maintained for the Mechanical and

r[nsport Fund, which have been relied upon in the preparation of the entity's financial

tements as well as the adequacy of the systems of intemal financial control

Accounting Officer in charge of the Mechanical and Transpo( Fund confirms that the

ty has complied fully with applicable Govemment Regulations and the terms of extemal

ing covenants (where applicable), and that the entity's funds received during the year

r audit were used for the etigible purposes lor which they were intended and were properly

ted for. Further the Accounting Officer confirms that the entity's financial statements

xxxtv
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e been prepared in a form that complies with relevant accounting standards prescribed by

Public Sector Accounting Standards Board of Kenya.

Ap al of the Financial Statements

ME
Anr

The

2023

Sign

Date. .

Eng. J

Accou ng Officer

a
h M. Mbugua,, CBS

Sign. ......

Date. .. i."I?) >)

Eng. Richard G. Thitai OGW.

Chief Engineer (Mechanical)

anical and Transport Fund financial statements were approved on

signed

ut4

Sign.

Dote. 3
Dr. Eric Maina Gatimu

Heed of Accounting Unit

ICPAK MNo.9365

,

I
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ORT OF THE AUDITOR-GENERAL ON MECHANICAL AND TRANSPORT FUND
THE YEAR ENDED 30 JUNE, 2023 - STATE DEPARTMENT FOR ROADS

OFFICE OF THE AUDIrOR.GE ENAL

Lnh,tt, tttg lL t,tttrt/.ll,ilt tr

MBLE

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

PR4A

roJw
A eport on the Financial Statements that considers whether the financial statements

€ fairly presented in accordance with the applicable financial reporting framework,
Ccounting standards and the relevant laws and regulations that have a direct effect
rt the financial statements.

B eport on Lawfulness and Effectiveness in Use of Public Resources which considers
policies, gazette notices, circulars,

esources are applied in a prudent,
table manner to ensure that the
hat such funds are applied for the

mpliance with applicable laws, regulations,
uidelines and manuals and whether public r

rcren t, economic, transparent and accoun
overnment achieves value for money and t
bnded purpose.

C port on Effectiveness of lnternal Controls, Risk Management and Governance
ich considers how the entity has instituted checks and balances to guide internal
rations. This responds to the effectiveness of the governance structure, the risk

anagement environment and the internal controls, developed and implemented by
ose charged with governance for orderly, efficient and effective operations of the

dified opinion does not necessarily mean that an entity has complied with all
laws and regulations and that its internal controls, risk management and
ce systems are properly designed and were working effectively in the financial

year nder review

The three parts of the report are aimed at addressing the statutory roles and
resp nsibilities of the Auditor-General as provided by Article 229 ol lhe Constitution, the
Publi Finance Management Act, 2012 and the Public Audit Act, 201 5. The three parts of
the port, when read together constitute the report of the Auditor-General

REPORT ON THE FINANCIAL STATEMENTS
I

Adv*Fe Opinion

lha puditeo the accompanying financial statements of Mechanical and Transpdrt Fund
set o t on pages 1 lo 32, which comprise of the statement of financial position as at

Rcporl o/ the .luditor-Generul tn lllaLhanit'ul onl Tiurtsytrt funLlfot'the yeur aruled 30.lunc. 20)i - Stdte

q
h

De ynt for Rouds



I

30 June, 2023, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the statement of compatison 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, in all
material respects, the financial position of the Mechanical and Transport Fund as at
30 June, 2023, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
do not comply with the Public Finance Management Acl,2012.

Baeis for Adverse Opinion

1. lnaccuracies in the Financial Statements

Review of the financial statements revealed the following unsatisfactory matters:

i) The statement of financial position reflects inventories balance of Kshs.26,477,661 as
disclosed in Note 14 to the financial statements. However, the trial balance provided
for audit reflects an amount of Kshs.24,097,900 while the supporting ledger reflects a
balance of Kshs.24, 143,905.The resultant variances between the three records have
not been reconciled.

Further, inventory balance includes spare parts and meter balance of
Kshs.22,191 ,989 which includes a Komatsu item with an amount of Kshs.2,189,868.
However, re-computation of the item resulted in a balance of Kshs.2,235,875. The
resultant variance of Kshs.46,007 has not been reconciled.

ii) The statement of cash flows reflects net increase in cash and cash equivalents
amount of Kshs.4,211,041. However, a re-computation of the amount indicated a
balance of Kshs.13,565,113 resulting in unreconciled variance of Kshs.9,354,072.

iii) The statement of financial performanc,e reflects expenditure on administrative
expenses of Kshs.S5,144,821 as disclosed in Note 9 to the financial statements. The
amount includes expenditure on general office supplies of Kshs.5,996,771 which
d iffers from supporting ledger amount of Kshs.6,076,770 resulting in unreconciled
variance of Kshs.79,999.

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

2. Receivables from Non-Exchange Transactions Balance

The statement of financial position reflects current receivable from non-exchange
transactions balance of Kshs.92,902,694 which, as disclosed in Note 13 to the financial
statements includes an amount of Kshs.48,710,152 owed by Kisii County Government.

Repon of the Auditor-Generql on Mechqnicql and Transporl Fund for the year ended 30 June, 2023 - Stale
Departmenttor Roads

2
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(i)

l

Aslpreviously reported, the amount-has remained outstanding from the financial year
201812019. However, during the year under review, the County Government of Kisii had
acliriowledged an amount of Kshs.48,000,000 as the balance owed to the Fund resulting
to n unreconciled variance of Kshs.710,152

Fu her, the balance of Kshs.92,902,694 includes an amount of Kshs.36,337,417 owed
by he defunct Nairobi Metropolitan Services (NMS). ln addition, the Fund had no debt
col ion policy

ln t e circumstances, the accuracy, completeness and recoverability of the receivables
bal hce Kshs.92,902,694 could not be confirmed

3. naccuracies in Property, Plant and Equipment Balance

Rs hsctoseO in Note 15 to the financial statements, the statement of financial position
refl{cts property, plant and equipment with a Net Book Value of Kshs.3,420,988,046.
ReView of records revealed the following inaccuracies:

( ii)

rNote 13 to the financial statements reflect property, plant and equipment with
historical cost of Kshs.6,812,061,480 as at 30 June,2023. However, the master
inventory revealed that there were assets worth Kshs.3,454,186,802 which had
tbeen transferred to various County Governments but were included in the master
inventory. lt was further observed that assets worth Kshs.1,259,249,662 were sold
or disposed but were still maintained in the master inventory.

flhe master inventory revealed that there were five excavators and two Zoomlion
Dozers with a total value of Kshs.121 ,000,000. However, the records did not indicate
the registration numbers of the equipment hence it was not possible to verify the
existence and ownership of the assets.

The property, plant and equipment schedule reflect a depreciation charge for the
year of Kshs.255,620,992. However, the depreciation workings provided for audit

{evealed charge for the year of Kshs.254,388,928 resulting in unreconciled variance
of 1,232,064.

The depreciation rates applied were not clearly stated or disclosed in the financial
$tatements. Further, the depreciation workings reflect depreciation charge of
Kshs.7,011,768. However, there were no details or a breakdown of the specific
assets.

( iii)

(iv)

(v) he historical costs brought forward for the old assets were not supported with
ccurate schedules and could not be verified.

ln t circumstances, the accuracy and completeness of the property, plant and
equr rhent balance of Kshs.3,420,988,046 could be confirmed.

4.U authorized Over-Expenditure on Fuel, Oil and Lubricants
l

The q0proved budget reflects a budgeted expenditure of Kshs.16,000,000 for refined fuel
and lfbricants. However, Note B to the financial statements indicates that the Fund spent
an a(rpunt of Kshs.45,781,815 on fuel for both the operations and projects components,
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thus resulting to an over-expenditure of Kshs.29,781,815. Further, the Fund had a
budgeted expenditure of Kshs.23,486,458 for oil and lubricants but spent an amount of
Kshs.11,044,096 resulting to under expenditure of Kshs.'12,442,362. The Fund incurred
an overall over-expenditure of Kshs.17,339,453 on fuel, oils and lubricants. Management
did not explain or provide an approval for the over-expenditure on the two items. This is
contrary to Regulation 54 (1) of the Public Finance Management (National Government)
Regulations, 2015 which states that except as provided for in the Act and these
Regulations, an Accounting Officer of an entity may not authorize payment to be made
out of funds earmarked for specific activities for purposes other than those activities

ln the circumstances, the regularity of the expenditure on fuel, oils and lubricants could
not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). lam independent of the Mechanical and Transport Fund
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.780,825,553 and Kshs.284,563,461
respectively, resulting in a revenue shortfall of Kshs.496,262,O92 or 640/o of the budget.
Similarly, the Fund spent an amount of Kshs.Z73,27 0,635 against an approved budget of
Kshs.780,825,554 resulting in an under expenditure of Kshs.507,554,919 or 65% of the
budget.

The under-collection of revenue and under-expenditure affected the planned activities of
the Fund and may have impacted negatively on service delivery to the public.

2. Poor Financial Performance

During the year under review, the Fund reported a deficit of Kshs.244,328,166
(202112022 deficit - Kshs.128,695,987) resulting in depletion of accumulated reserves
from Kshs.1,497,912,883 as at 1 July, 2022lo Kshs.1,253,584,7'17 as at 30 June, 2023.
Management did not disclose strategies put in place to reverse the unfavourable trend
which has been there for the last five (5) years and if not addressed appropriately, may
adversely affect the Fund's sustainability of services

My opinion is not modified in respect of these matters.

Key Audit Matters

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

Report of the Auditor-General on Mechqnical and Transport Fund lor the year ended 30 June, 2023 - State
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Matter

olved Prior Year Audit Matters
i

ln t[e audit report of the previous year, several issues were raised under the Report on
Fin{ncial Statements and Report on Effectiveness of lnternal Controls, Risk Management
andlGovernance. However, Management has not resolved the issues.

REdORT ON LAWFULNESS AND EFFECTIVENESS IN USE oF PUBLIC
REq0uRcES

Conlolusion

As quired by Article 229(6) of the Constitution, based on the audit procedures
pe [med, because of the significance of the matters discussed in the Basis for Adverse

gn section of my report, I confirm that public resources have not been applied
liy and in an effective way.

opi

Bas for Conclusion

finan
gove

la

The
com
abo

Rev

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

I with ethical requirements and plan and perform the audit to obtain assurance
whether the activities, financial transactions and information reflected in the
al statements are in compliance, in all material respects, with the authorities that

n-Compliance with Authorized Staff Establishment

them. I believe that the audit evidence I have obtained is sufficient and appropriate
to pr

REP

vide a basis for my conclusion

T ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Con lUsion

As quired by Section 7(1Xa) of the Public Audit Act,2015, based on the audit
pro ures performed, because of the significance of the matters discussed in the Basis
for C clusion on Effectiveness of lnternal Controls, Risk Management and Governance
secti d of my report, I confirm that internal controls, risk management and overall
gove

Basi

1.N

nce were not effective

ior Conclusion

Asp Viously reported, review of the Fund's authorized staff establishment revealed that
rn-po staff in various cadre were one thousand and seventy-three ('l ,073) against an
autho zed establishment of two thousand, six hundred and ninety-five (2,695) resulting
tnas rirtage of one thousand, six hundred and twenty-two (1,622) staff members.

ln the circumstances, the Fund lacked the requisite staffing levels to be able to run the
day- ay activities thereby adversely affecting delivery of its mandate

2.P r Management of Assets

of assets inventory records revealed the following unsatisfactory matters
Reporl
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(i). The master inventory does not have unique identifiers for Droperty, plant and
equipment in the form of tagging which is used for the identification of specific assets
to facilitate their accountability and monitoring. Record did not indicate the
registration number of the supervisory vehicles, trucks, plants and equipment.

(ii). The Fund occupies various parcels of land with building and structures which have
not been disclosed in the financial statements. Management explained that the Fund
did not have titles for the land and therefore the land and buildings could not be
valued. lt is not clear why the land has not been registered and what action
Management intends to take to rectify the anomalies.

ln the circumstances, the existence of an effective mechanism to safeguard assets could
not be ascertained.

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 control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence lhave
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of 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
Fund's ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

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

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

Those charged with governance are responsible for overseeing the Fund'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.

Report of the Auditor-General on Mechanical and Transport Fund /or the year ended 30 June, 2023 - Srak
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Au r-General's Responsibilities for the Audit

Th udit objectives are to obtain reasonable assurance about whether the financial
sta ents as a whole are free from material misstatement, whether due to fraud or error,

issue an auditor's report that includes my opinion in accordance with the provisions
ion 48 of the Public Audit Act, 2015 and submit the audit report in compliance with

Arti 229(7) of lhe Constitution. Reasonable assurance is a high level of assurance, but
a guarantee that an audit conducted in accordance with lSSAls will always detect

am rial misstatement and weakness when it exists. Misstatements can arise from fraud
or r and are considered material if, individually or in the aggregate, they could

and
ofS
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of th

ln
pe
fin
co
an
and

Furt
com

the i

whic
redu
amo

effe
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financial statements

a ition to the audit of the financial statements, a compliance audit is planned and
ed to express a conclusion about whether, in all material respects, the activities,

al transactions and information reflected in the financial statements are in
ance with the authorities that govern them and that public resources are applied in

a
m

ably be expected to influence the economic decisions of users taken on the basis

ctive way, in accordance with the provisions of Article 229(6) of the Constitution
bmit the audit report in compliance with Article 229(7) oI the Constitution.

r, in planning and performing the audit of the financial statements and audit of
ance, I consider internal control in order to give an assurance on the effectiveness

he design or operation of one or more of the internal control components does not
to a relatively low level the risk that misstatements caused by error or fraud in

that would be material in relation to the financial statements being audited may

ate because of changes in conditions, or that the degree of compliance with the
and procedures may deteriorate.

ofi nal controls, risk management and overall governance processes and systems in
acco ance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the a it report in compliance with Article 229(7) of lhe Constitution. My consideration of

rnal control would not necessarily disclose all matters in the internal control that
e material weaknesses under the lSSAls. A material weakness is a condition inmigh

occu nd not be detected within a timely period by employees in the normal course of
perfo ing their assigned functions

Beca e of its inherent limitations, internal control may not prevent or detect
mrss ments and instances of non-compliance. Also, projections of any evaluation of

ness to future periods are subject to the risk that controls may become
inade

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

a td ify and assess the risks of material misstatement of the financial statements,
wh her due to fraud or error, design and perform audit procedures responsive to
th risks, and obtain audit evidence that is sufficient and appropriate to provide a

for my opinion. The risk of not detecting a material misstatement resulting from
is higher than for one resulting from error, as fraud may involve collusion,

ba

fo ry, intentional omissions, misreprebentations, or the override of internal controls
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

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

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

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

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

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

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

FCPA , cBs
AUDITOR-GENERAL

Nairobi

22February,2024

Report of the Auditor-General on Mechanicql and Transport Fund for the year ended 30 June, 2023 - State
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CHANICAL AND TRANSPORT FUND

A rl Rcport and Financirl Statements for the year ended June 30, 2023.

I tf,tement of Financiel Performance for the year ended 30 June 2023

The set out on pages l0 to 22 form an integral part ofthese Financial Statements.

cial Statements set out on pages I to 22 signed on behalf of the Board of Directors by:

Sign

Date. ,,

The

sign.

Date" ;"" ffi/"; {1,r1 l{tA

En

Ac

t. seph M. Mbugua, CBS

ting Officer

Eng. Richerd G. Thitai OGW.

Chief Engineer (Mechanical)

Dr, Eric Mrina Gatimu

Heed of Accounting Unit

ICPAK M/No.9365

Ret nue from exchenge transactions

254.586.305 6 r l .302.099of Equipment and Miscellaneous Services 5Hir

29,977,156 26,t30,7556Sal cf Boarded ltems

637,432,854284,563,461Tol I Revenue

Erl nses

7 38,61 3,167 101.881.65 ITmr I and subsistence allowance

8 134,31t,329 274.4t2,500Rou
atssc

ne Maintenance of Vehicles, Equipment and other

9 55,144,821 65,399.741Adn Irstrahve expenses

'( l0 255,620,992 276.05 1.688Dcp cratlon

ll 45,201,3 t 8 48,383,260Secl r ty servlces

52E,891,627 766,128,841I ExpensesTotr

(128,6es,e87)(244,328,166\Dell ) t for The Year



Assets

Currel t Assett

Cash an J Cash equivalents t2 r 26, I 89,495 121,978,474

Receiva ) es from Non-Exchange Transactions l3 92,902,694 85.047,569

Inventor lr s t4 26.477,661 43,686,059

Total C I rrent Assets 245,569,850 250,712,tO2

Non-Cr :ent Assets

Property Plant and Equipment l5 3,420,988.046 3.640.633.941

Totrl Nr r- Current Assets 3,420.988.046 3,640,633,94r

Total Art rts 3,666,557,896 3,891J46,043

Liabillti,
Current ,iabilities
Trade an, Other Payables from exchange transactions l6 t3,838,247 19,754,813

Totel Cu rent Liebilities 13,838,247 19,754,813

Governm rt Grant l8 2,373,678,347 2,373,678,347

Reserves I,523,369,468 1.626.608.870

Deficit fo the year (244,328,t66) ( r 28,6e5,e87)

3,652.719,649Total Lir t ilities end Reserves 3,871,591,230

Totel N ssets end Liabilities 3.666.557.896 3,891J46,043

CHANICAL AND TRANSPORT FUND
ual Report rnd Financial Statements for the year ended June 30, 2023.

t4 trtement of Financial Position as at 30 June 2023

The F cial Statements set out on pages I to 22 were signed on behalf of the Board of Directors

by

Sign.

,-: e( ,4: AJ*'

A

Dete.

Eng.

Acco

ph M. Mbugue, CBS Eng. Richard G. Thitai OGW.

Chief Engineer (Mechanical)

Sign

Date

Dr. Eric Mainr Gatimu

Head of Accounting Unit

ICPAK M/No.9365

2
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HANICAL AND TRANSPORT FUND
al Report and Financial Statements for the ear ended June 30, 2023.

15. tement ofChanges in Net Assets for the year ended 30 June 2023

Ksh Ksh Ksh

2,373,678347 4,000,287,217BaI I rce As at July l, 2021 1,626,608,870

c ( l 28,69s,987)it for the Year ( 128,695,987) 0Def

3,871,591,230I June30,2022 1,497,912,883 2,373,678,347Asr

2,373,678,347 3,871,591,230Balr ll rce As at July l, 2022 1,497,912,883

(244,328,t66)(244,328,166) 0Defi t for the Year

3,652,719,649I Lce As at June 30, 2023 1,,253,584,717 2,373,618,347BeL
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HANICAL AND TRANSPORT FUND
ort and Financial Statements for the ear ended June 30, 2023.

16. tatement of Cash Flows for the year ended 30 June 2023

Notes Kshs Kshs

RC ,.ipts

R( eipts during the year 218,735,142 54s,01 8,298

M cellaneous income 33,964,472 63,752,799

Be k interest income I ,886,691 2,531,002

Sa of boarded items 29,977,156 26,t30,755
To rls Receipts 284,56J,461 637,432,834

Pr nents

Us of goods and services 394,5 80,298 491,716,34',|,

Re Lirs and Maintenance t34,31I ,329 274,412,500

To I Pavments 528,891,627 766,128,841

De (244,328,166) (128,695,987)

No

Int ( l,886,691) (2,s31,002)

Sa, 29,977,156 (26,130,75s)

De 255,620,992 276,051,688

Op 29,482,230 118,693,944

M(
Inc (7 ,8ss,t2s) (72,6s3,33t)

DE t7 .7 56,208 25,456,585

DE (s,916,s66) (9,941,387)

De, 542,400

Nel 3,984,517 (s6,s9s,733)

Nel t7 33,466,747 62,098,211

Cas

Pur

Pur (e4,990) (40,600)

ting income before working capi:rl changes

in Trade & Other Payables

sh flows from/ (used in) operating :r ctiYities

flows from investing activities

of plant, machinery and equipnrcnt

on asset disposal

it for the year

ash adjustments: -

received

hange in working Capital

ment in Working Capital

se Debtors/prepayments

in Inventories

in outstanding imprest

se of fumiture

clatlon

pur (477,491)

pur

rase of computer

rase of oflice equipment (s92,760)

Ass disposal (29,977,156\ 26,130,77 5

Int€ r :st income 1,886,691 2,531,002

Net rsh flows from/ (used in) investing activities (29,255,706) 28,621,157

Cas I Ilows from financing activities

cNet rsh flows from financing Activities

Net I I rcrease(decrease) in cash & Cash equivalents 4,,211,041 90,719,347

EI

IIII

E

IIIIIIrIIIIIIIIIIII

t
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elR ort and Financirl Statements for the yerr ended June 30, 2023.

The

by:

ancial Statements set out on pages I to 22 were sigred on behalfofthe Board of Directors

Sign. Sign

da O*r..n4,Drte. lrr.ltDate.

Eng.

Accou ng OIIicer

h M. Mbugua, CBS Eng. Richard G. Thitai OGW.

Chief Engineer (Mechrnical)

Dr. Eric Meina Gatimu

Head of Accounting Unit

ICPAK M/t{o.9365

rt t2 t2t,978,454 3 I ,259, 107Car and cash equivalents at I July 2022

Ca
'l

r and cash equivalents at 30 June 2023 126,189,495 12r,978,454I
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MECHANICAL AND TRANSPORT FUND
Annual Report and Financial Statements for the year ended June 30, 2023.

17. Statement of Comparison of Budget and Actual amoutrts for the year ended 30 June 2023

Receipts
Receipts from Hire ofEquipment 745.325.554.00 0 745.325.554 2t8.735.142 ( 526.590.4 t2) 290/"

Receipts from salc of Vehiclcs. Plant and Equipment t5.000.000.00 0 15,000.000 29.9'.11.156 t4.977.156 20v/"

Receipts from sales and fees for services 20,000.000.00 0 20,000,000 33,964,472 t3,964,4'12 t't00/.

Bank Interest Received 500.000.00 0 500.000 t,886,6qt 1.386.691 3170/o

Total receipts 780,E25*554 780,825,55.1 2821563,461 496262,093

Payments
Contractual Employees 22.200.000 22.200.000 14.802.'197 '1.39'1.203 67vo

Eleclricity expenses 8.500,000 8.500.000 3.975.508 4.524,492 410/"

Water and sewerage charges t,700.000 r.700.000 1,199,279 500;t2l 1to/o

Telephone, Telex, Facsimile and Mobile Phone Services 3,505.429 3.505.429 3.434.630 70;19 9tvo

lntemet mnnections r0.200.000 r0.200.000 l0;7t9.573 (5 r9.573) tosvo

Courier and Postal Services r,000,000 t,000.000 172,9i 827.089

Domestic Travel 34,368.287 34.368.287 34.r 50.467 2l'7.820 9q/o

Monitoring & Evaluation t0,000.000 10,000,000 447,000 9.553.000 40/"

Travel costs (airlines. bus, railway e.t,c) r,500,000 1,500,000 t.500.000 00/.

Accommodation t.500,000 1.500.000 t.500.000 V/o

r.500,000Publishing and Printing Senices 1.500.000 t.r70.300 129-700 180/"

Advenising, Awareness and Publicity Campaigns 2.000,000 2,000,000 401.000 r.599.000 200/0

Trade Shows and Exhibitions 592.120 592.120 592.120 00/o

2.099,871Travel Allowance 2.099.873 3.356.400 1t.2s6.s21) t6u/o

Book Allowance t.000.000 r,000,000 t.000.000 v/o
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MECHANICAL AND TRANSPORT FUND
Annual Report and Financial Statements for the year ended June 30, 2023,

Tuition Fees 3.166,1't2 3.766.172 1,046,056 2.720.t6 28v"

Catering Services 5. t00.000 5.r00.000 4.815.624 284,376 94%

Boards. Committe.es. Conferenccs and Seminars 3,630.705 3.630.705 3.531,456 99.249 970/"

Purchasc ofcoffins 500.000 500.000 263.000 237.000 53v"

Tvres and Tubes 99.000.000 99.000.000 t7.109.?69 8 r.690.21l t'|yo

Purchase ofUniforms and Clothing- Staff 2,000,000 2,000,000 124.100 t,875,900 60/0

Supplies for Production (Steel, Copper. and Timber for Spare

pafls)
t.000.000 1.000.000 1.000.000 oo/"

General Office Supplies (papers, pencils. forms, small oflce
equipment

10.1M.628 10.7M.628 5.*6.111 4;74',7.857 56vd

Supplies and Accessories for Computers and Printcrs 6.000.000 6.000.000 2.414,278 3.585.722 400/0

Sanitary and Cleaning Malerials Supplies and Services 2.000.000 2.000.000 720-965 1.279.035 36%

Refined Fuels and Lubricanls for Transporl r6.000.000 t6.000.000 45.781.815 (29,78r,815) 2860/"

Oils & Lubricants- Other 23.486.458 23.486.458 I t.0,14.096 12.442.362 4'10/"

Bank Operating charges r,258,341 t.258,34t 356.573 90r.768 280/"

Contractcd guards and cleaning services 60.910.343 60,910,343 45.201.31E t5,709,025 740/o

Membership fees and subscriptions t.000,000 t,000,000 659.300 340.700 66%

Contracted Professional Scrvices 10.000.000 t0,000.000 10.000,000 oo/"

Maintenance of Vehicles 10.000,000 t0.000.000 1,04t,786 6.958.2 t4 30o/o

Maintenance of Plant" Machinery and Equipment 122.834,001 t22.834.003 54.253.623 68,580,380 440/"

Maintenance ofbuildings and stations - Non-Residential 1,r89.445 t.t89.445 l13.150 1.0't6,295 100/.

Maintenance of Intemel Server. computers. Printers and software 3.000.000 3,000,000 2;t6',1.090 232,910 92v"

furchase of OIIice Fumiture and Finings 2,500,000 2,500.000 2.500.000 oo/"

Upgrade and install closed circuit surveillance systcm 2.000.000 2.000.000 2.000.000 00/.

Motor graders 28,600,000 28,600,000 28.600.000 ovo

Bulldozer 10.000.000 10,000.000 30.000.000 ov"
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Low beds 5,000,000 5.000.000 5.000.000 oo/"

Excavators 78.000.000 78.000.000 78.000.000 0%

Dump Trucks (Tippers) t00.000.000 100.000.000 100.000.000 v/o

Prime Mover 22,000,000 22,000,000 22.000.000 oo/"

Single Drum Roller r6.000.000 t6.000.000 r6.000.000 00/"

Supervisory Vehicles ,639,750 r r.639.750 I t.639.750 llo

Total payments 780,825,554 0 780,825,554 273,210,635 507,5s4,919

Surplus/ Deficit 11,292,829 l r,812J99

8



MECHANICAL AND TRANSPORT FUND
Annual Report and Financial Statements for the year ended June 30,2023.

Explanations for Discrepancies

Particulars Remarks

4-251-0000-3510701-Receipts from user fees of
equipment.

l. Delay in release of funds by National Govemment to various Govemment

Agencies, Authorities and some County Govemments who are our main

clients.

2. High competition especially from NYS, Private contractors and County
Govemments which have purchased their own Road construction Equipment.

Further, Private Contactors charge very low rates for survival due to less

activities in road construction and impact ofpending bitl.
3. High pending bitls and operational costs in lhe road sector.

4-251-0000-3510803

Receipts from sales and fees for Services rendered.
Delay in release of funds by National Govemment to various Govemment

Agencies, Authorities and County Govemment who are our main clients.

4-251-0000-2220102-

Maintenance of Vehicles, Plant, Machinery and

Equipmenl &Tyres and Tubes.

L High prices oftyres, oils & lubricants and spare pa(s as result olinflation.
2. High cost of maintaining aging equipment resulting in maintenance backlog.

3. Prioritizing repairs and maintenance for cost effectiveness.

4-251-0000-221 l20l - Fuel

The variance of Ksh. 29,781,815 in fuel is as result of County roads projects

amounting to Kes 38,588,564 where the clients paid for fuel into our account

and the same was not included in the annual approved budget.

4-251-0000-2210301

Domestic Travel Allowances and Expenses

The total of Kshs. 34,'150,467 is inclusive of project allowances amounting to

Kshs 16,183,320.00paid to our staff working in the county roads projects

whereby the clients paid for dry rates for hire of equipment, fuel and plant

operators' allowances which were not included in the annual approved budget.

9
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Reports and Financial Statements for the year ended June 30,2023.

es to the Financial Statements

eral Information

echanical and Transport Fund is established by and derives its authority and accountability

m Exchequer and Audit Act Legal Notice No 140 ol 2003 [LN. 53/201l]. The Entity is

holly owned by the Govemment of Kenya and is domiciled in Kenya.

e Entity's principal activities are.

Provision ofvehicles, plant and equipment at gazetted user fees to both public and private

sector.

Mechanical and Transport Services at gazetted user fees to both public and private

sectors.

Sale of boarded vehicles, plant equipment and stores to the public.

t[ment of Compliance and Basis of Preparation
I

l|e linancial statements have been prepared on a historical cost basis excepl for the

asurement at re-valued amounts of certain items of property, plant and equipmcnt,

ketable securities and financial instruments at fair value, impaired assets at their estimated

overable amounts and actuarially determined liabilities at their present value. -l'he

paration of tlnancial statements in conformity w'ith International Public Sector Accounting

dards (IPSAS) allows the use of estimates and assumptions. It also requires management

exercise judgement in the process of applying the Mechanical and Transpoi't Fund

ounting policies.

financial statements have been prepared and presented in Kenya Shillings, which is the

onal and reporting currency ofthe Mechanical and Transport Fund.

financial statements have been prepared in accordance with the PFM Act, and

rnational Public Sector Accounting Standards (IPSAS). The accounting policies adopted

e been consistently applied to all the years presented.

3. Su ary of Significant Accounting Policies

a) enue Recognition

enue from Non-Exchange Transactions

ees

Entity recognizes revenues from f'ees when the event occurs and the asset recognition

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

{bitity to repay the amount, deferred income is recognized instead of revenue. Other non-

fange revenues are rccognized when it is probable that the luture economic benefit

2.S

D

a

c

ex
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Notes the Financial Statements (Continued)

ry of Significant Accounting Policies (Continued)

service potential associated with the asset will flow to the Entity and the fair value of the

et can be measured reliably.

Transfers from Other Government Entities

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

ue and recognized on obtaining control of the asset (cash, goods, services and property) if
transfer is free from conditions and it is probable that the economic benefits or service

tential related to the asset will flow to the Entity and can be measured reliably. Recurrent

nts are recognized in the statement of comprehensive income. DevelopmenVcapital grants

recognized in the statement of financial position and realised in the statement of

mprehensive income over the useful life of the assets that has been acquired using such

ds.

venue from Exchangc Transactions

Rendering of Services

fre Entity recognizes revenue from rendering of services by relerence to the stage of

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

mpletion is measured by rel'erence to labour hours incurred to date as a percentage of total

imated labour hours.

ere the contract outcome cannot be measured reliably. revenue is recognized only to the

tent that the expenses incurred are recoverable.

Sale of Goods

ivenue from the sale ol goods is recognized when the significant risks and rewards of

nership have been translerred to the buyer, usually on delivery of the goods and when the

ount of revenue can be measured reliably, and it is probable that the economic benefits or

ice potential associated with the transaction will Uow to the Entity.

Interest Income

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

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

drryt- ing amount. The method applies this yield to the principal outstanding to determine

t

I
I

t income each period.

ll



M NICAL AND TRANSPORT FUND
Annu Re orts and Financial Statements for the year ended June 30,2023.

Notes the Financial Statements (Continued)

Sum ry of Significant Accounting Policies (Continued)

b) dget Information

original budget for FY 202212023 was approved on 16ft July 2022. Subsequent revisions

additional appropriations were made to the approved budget in accordance with specific

provals from the appropriate authorities. The additional appropriations are added to the

ginal budget by the Entity upon receiving the respective approvals in order to conclude the

I budget

e Entity's budget is prepared on a different basis to the actual income and expenditure

losed in the financial statements. The financial statements are prepared on accrual basis

ng a classification based on the nature of expenses in the statement of financial

ormance, whereas the budget is prepared on a cash basis. The amounts in the financial

tements were recast from the accrual basis to the cash basis and reclassified by presentation

be on the same basis as the approved budget. A comparison of budget and actual amounts,

pared on a comparable basis to the approved budget, is then presented in the statement of

parison of budget and actual amounts.

c) perty, Plant and Equipment

property, plant and equipment are stated at cost less accumulated delrreciation and

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

items. When significant pa(s ol property. plant and equipment are required to be replaced

ntervals, the Entity recognizes such parts as individual assets with specific useful lives and

iates them accordingly. Likewise, when a major inspection is performed, its cost is

gnized in the carrying amount of the plant and equipment as a replacement if the

gnition criteria are satisfied. All other repair and maintenance costs are recognized in

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

ominal consideration the asset is initially measured at its fair value.

d) sis of Depreciation

diminishing balance method is applied whereby the book value of plants, machinery

vehicles goes on decreasing as its existence continues. A certain percentage of the

t book value is taken as the depreciation. Depreciation is in accordance with

hanical Engineering of Plants, Machinery, Vehicles and Equipment valuation policy.

s
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Annu Reports and Financial Statements for the ear ended June 30, 2023.

Notes the Financial Statements (Continued)

Sum ry of Significant Accounting Policies (Continued)

e) tangible Assets

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

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

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

ortization and accumulated impairment losses. Internally generated intangible assets,

luding capitalized development costs, are not capilalized and expenditure is reflected in

lus or deficit in the period in which the expenditure is incurred.

q

lte useful life ofthe intangible assets is assessed as either finite or indefinite
I

ifancial Instruments0
Financial Assets

Ini I Rec nition and Measurement

dancial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

asurement are classified as financial assets at fair value through surplus or dellcit, loans

receivables, held-to-maturity investments or available-for-sale financial assets, as

ropriate. The Entity determines the classification of its financial assets at initial

gnition.

R abl

ivables are non-derivative financial assets with fixed or determinable payments that are

i quoted in an active market. After initial measurement, such financial assets are

sequently measured at amortized cost using the effective interest method, less impairment.

ortized cost is calculated by taking into account any discount or premium on acquisition

fees or costs that are an integral part of the effective interest rate. Losses arising from

irment are recognized in the surplus or deficit

Im ment of Financial Assets

a

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

t or an Entity of financial assets is impaired. A financial asset or an Entity of financial

ts is deemed to be impaired if, and only ii there is objective evidence of impairment as a

lt ol one or more events that has occurred after the initial recognition ol the asset (an

'loss event') and that loss event has an impact on the estimated future cash flows of

financial asset or the Entity of financial assets that can be reliably estimated. Evidence of

irment may include the following indicators

The debtors or an Entity ofdebtors are experiencing significant financial difficulty

l3
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MEC ANICAL AND TRANSPORT FUND
Ann Re orts and Financial Statements for the year ended June 30,2023.

Notes the Financial Statements (Continued)

Sum ry of Significant Accounting Policies (Continued)

) Default or delinquency in interest or principal payments

) The probabitity that debtors will enter bankruptcy or other financial reorganization.

) Observable data indicates a measurable decrease in estimated future cash flows (e.g.,

changes in arrears or economic conditions that correlate with defaults)

(ii) nancial Liabilities

itial Reco nition and Measurement

nancial liabilities within the scope of IPSAS 29 are classified as financial liabilities at farr

lue through surplus or deficit or loans and borrowings, as appropriate. The Entity

rmines the classification of its financial liabilities at initial recognition., All financial

bilities are recognized initially at fair value and, in the case of loans and borrowings, plus

ctly attributable transaclion costs.

8) In tories

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

eived through non-exchange transactions (for no cost or lor a nominal cost), the cost ofthe

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

i)

present location and conditions are accounted for, as follows:

w materials: purchase cost using the weighted average cost method.

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

ufacturing overheads based on the normal operating capacity but excluding borrowing

ts

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

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

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

lacement cost. Net realizable value is the estimated selling price in the ordinary course of

tions, less the estimated costs of completion and the estimated costs necessary to make

sale, exchange, or distribution. Inventories are recognized as an expense when deployed

utilization or consumption in the ordinary course of operations of the Mechanical and

sport Fund.

t4
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Notes the Financial Statements (Continued)

Sum of Significant Accounting Policies (Continued)

h) vlslons

visions are recognized when the Entity has a present obligation (legal or constructive) as a

ult ofa past event, it is probable that an outflow of resources embodying economic benefits

service potentiat wilt be required to settle the obligation and a reliable estimate can be

e of the amount of the obligation. Where the Entity expects some or all of a provision to

reimbursed, for example, under an insurance contract, the reimbursement is recognized as a

arate asset only when the reimbursement is virtually ce(ain. The expense relating to any

vision is presented in the statement of financial performance net ofany reimbursement.

i) ture and Purpose of Reserves

i)

Entity creates and maintains reserves in terms ofspecific requirements.

nges in Accounting Policies and Estimates

Entity recognizes the ef'fects of changes in accounting policy retrospectively. The effects

changes in accounting policy are applied prospectively il retrospective application is

A

o

Iractical.

ments, cash and cash equivalents also include short term cash imprests and advances to

orised public officers and/or institutions which were not surrendered or accounted for at

k) ;rted Parties

Mechanical and 1'ransport Fund regards a related party as a person or an Entity with the

ity to exert control individually or jointly, or to exercise significant influence over the

hanical and Transport Fund. or vice versa. Members of key management are regarded as

ted parties and comprise the Directors/Fund Managers, Fund Accountant and Accounting

a

r

s

a

o

DC
C

cer

h and Cash Equivalents

and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

c and highly liquid investments with an original maturity of three months or less, which are

ily conve(ible to known amounts of cash and are subject to insignificant risk of changes

ln alue. Bank account balances include amounts held at the Central Bank of Kenya and at

ous commercial banks at the end of the financial year. For the purposes of these financial

d of the financial year.
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Notes the Financial Statements (Continued)

Sum of Significant Accounting Policies (Continued)

m) mparative Figures

ere necessary comparative figures for the previous financial year have been amended or

n)s
nfigured to conform to the required changes in presentation

sequent Events

4. Si

b)u

o

e

c

have been no events subsequent to the financial year end with a significant impact on

financial statements lor the year ended June 30, 2023

cant Judgments and Sources of Estimation Uncertainty

preparation of the Entity's financial statements in conformity with IPSAS requires

ement to make judgments, estimates and assumptions that affect the reported amounts

venues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

of the reporting period. Hou'ever, uncertainty about these assumptions and estimates

d result in outcomes that require a material adjustment to the carrying amount of the asset

ability affected in future periods.

ates end Assumptions.

key assumptions conceming the future and other key sources of estimation uncertainty at

th rting date, that have a signilicant risk ofcausing a material adjustment to the carrying

unts of assets and liabilities within the next finan,:ial year, are described below. The

y based its assumptions and estimates on parametcrs available when the consolidated

cial statements were prepared. However, existing circumstances and assumptions about

e developments may change due to market changes or circumstances arising beyond the

co I of the Entity. Such changes are reflected in the assumptions when they occur. (see

s 1.140)

I Lives and Residual Value

useful lives and residual values of assets are assessed using the following indicators to

ln potential future use and value from disposal:

(i) e condition ofthe asset based on the assessment ofexperts employed by the Entity.

(ii) nature of the asset, its susceptibility and adaptability to changes in technology and

rocesses

(iii e nature ofthe processes in which the asset is deployed

(iv vailability of funding to replace the asset.

hanges in the market in relation to the asset

a) Es

(v)

l6
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Notec the Financial Statements (Continued)

Surn ry of Significant Accounting Policies (Continued)

vlslons

visions were raised and management determined an estimate based on the information

lable. Additional disclosure ofthese estimates ofprovisions is included in Note 40

visions are measured at the management's best estimate of the expenditure required to

le the obligation at the reporting date and are discounted to present value where the effect

material.

l7
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Annua rts and Financial Statements for the year ended June 30, 2023.e

Notes t he Financial Statements (Continued)

f Equipment and Service Rendered5

6. Sale Boarded Items

7. Trr / Suhsistence Allowance

8. Rou e Mlintenance Motor Vehicle, Plant and Equipment, Fuel & Lubricants' ICT
Eq t's and Other Assets

545,018,298Juring the year 218,735,t42Receipt

J 63,752,799eous lncome 33,964,472Miscellr

€ 2,53t,002Bank in rest income I ,886,691

254,586,305 611,302,099Total

)

29,977,156 26,t30,755Sate ofl arded items

29,977,156 26,130,755Total

,

34,270,659t7,967,147Domesti travel/subsistence allowance

16,183,320 60,396,792Proiect e I owances

34,150,467 94,667,451Total su sistence allowance

000447 5,914,000Monitor r g and evaluation

3,356,400 1,300,200Travel al t, )wance

rl 659,300Member rip fees and Subscription

101,881,65t38,613,167Total

I

3,04t,786Routine. aintenance of vehicles

54,253,623Routine . aintenance of Plant & Machinery

17,309,769 188,536,185Tvres an, I tubes

7,193,251 12,5t3,240Ftrcl for t oerations

38,588,564 73,109,216)r ojectsFuel lor l

I 1,044,096ubricantsOils and

I13,150Routine l /. aintenance & Other assets

2,767,090 253,859Routine l /. aintenance comps, printers

134,3t 1,329 274,412,500Totals

i
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Ann Re orts and Financial Statements for the year ended June 30,2023,

Notes

9

the Financial Statements (Continued)

inistrative Expenses

10. preciation

il.s urity Services

Printir & Publishing I ,l 70,300

lr 401 ,000 2,923,437Adver sing & information supplies services

3,321,920Co LI .nication -TlPhone, M/Phones 3,434,630

5,017,259Comn rl Inrcatlon- lnternet 10,719,573

1Cateri g servlces 4,815,624

3,531,456 8,241 ,838Bord s Committees & conferences

233,940Couri & Postal Services 172,91

Unifo 1S 124,100 r 26,000

U 2,414,278 4,781,207Comp ler supplies and Accessories

720,965 1,221,7 55Sanit r i and cleaning materials

IGena L Office Supplies 5,996,771 9,9 14,899

Electr t( lty expenses 3,975,508 3,810,722

Water L Sewerage 1,199,279 882,678

I 263,000Purch re of coffins

356,573 453,499Bank larges

3,900,260Tuitic ll fees 1,046,056

20,570,327Basic rages for Temporary employees t4,802,797

TOT, LS 55,144,82r 65399,741\

255,620,992 276,051 ,688Depr{{iation for the year

Pa nt for Security Services during the year 45,201 ,3 l 8 48,383,260

Cashpfrd Cash Equivalents 126,189,495 t2t,978,474

t2. h and Cash Equivalents

l9
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Annual ports and Financial Statements for the year ended June 30,2023.

Notes to

13. Cu

14. In tories

e Financial Statements (Continued)

t Receivables from Exchange Transactions

L 48,710,152 48,710,152nty GovemmentKisii Cc

36,337,4r736,337,4t7Nairobi ll retropolitan services

c 7,855,125CDC Pr ject-Baringo

92,902,694 85,047,569Total nt receivables

2,300,291 2,686,363& Detergents

1,237,7991,985,381bricants and oils

39 7 6t,89722,191,989Spare s and meters

26,477,661 43,686,059I ventoriesTotal

@
IUf,

20
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Annual Reports and Financial Statements for the year ended June 30,2023.

Notes to the Financial Statements (Continued)

2 EtilrTi?i I r nfiT;Yilir

T OOA t0% I0% I00kRale

Kshs. Kshs. Kshs. Kshs. Kshs.Cost Kshs. Kshs. Kshs.

22,337 ,114 t0, t 56,326 37,09 t,706 6,810,855,639As At 0I.07.2021 236,214,479 5,458,1 18,985 r ,014,3 r 0,268 32,566,761

0 40,600 40,600Additional 0 0 0 0 0

22,337,1t4 l0,l 56,326 37,132,306 6,810,896r39Total As At
30.06.2022

236,274,479 5,458, t 18,985 r,0 t4,3 10,268 32.566,761

4,t06,515 94,990 4,67E,996Additional 0 0 0 477,491

1,014,3 I 0,268 33,044,252 26,443,629 I 0,156,326 37,227,296 6,812.061,480As At 30th June
2023

236,274,479 5,458,1 I 8,985

Depreciation

21,321,t52 r 9,66 r ,0 r4 9,423,334 20,345,706 2,900r96,688As At 30.06,2021 l3 7,591 ,360 2,2t0,55t,648 48t,402,474

1,465.538 66,636 3,113,231 270,r45,4E97,820,799 209, r 82,385 45.480.922 2.4t5.978Period Charge

24,908,77524,908,775Disposal

2,394,825,258 526,883,396 23,737,130 71,126,552 9,489,970 24,058,937 3,145,533,402As At 30.06.2022 145,412,159

6,864,519 206,147,424 35,59't,281 , )r) tro r,378,260 5S S7? 3,351,407 255,620,992Depreciation

3,3 75,000 0 0 0 0 r0,080,960Disposal 6,705,960

2,597,597,682 562,4E0,677 2s,9s9,259 22,504,812 9,549,942 2'1,410,344 3J9r,073,434As At 30 June
2023

145,570,7 t8

Net Book Values

90,703,761 2,E60,s21J03 451,829,591 7,0E4,993 425,062 606J84 9,816,9s2 3,420,988,046As At 30 June
2023

1210,562 666J56 r3,073J69 3,665J62,E37As At 30 June
2022

90,862r20 3,063293,727 487,426,E72 8,829,631
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Notes he Financial Statements (Continued)

16. T and 0ther Payables

17. C Generated from Operations

,(Gyto St cess Ltd 3,766,900

Teknob T r Ltd 2,363,930

(enya 6,573,543Telkom

ryables 12,704,373Trade 
1

13,,729,635Deposit br the year 5,072,622

r lfunds (1,6s3,720) I 1,728,998Tender

rtilized on sale (2,28s,028) 5.703,820Amoun

1,r33,874 19,754,813Other 
1

ryables

13,838,247 19,754,813Total t rde and other payables

t

(t03,239,402)T or the year (244328,166)

I for:
255,6?.0,992 276,051,688tion

(2,s31,002)s r grants received

r disposal ofassets

( 1,886,691 )

29,977,156 1,221,979

Deficit

,{djust

Non-ca

Cains <

Dep,rec

I I Cepital Adjustments
(7,8s5,125) (72,6s3,33t)

Worki
hrcreas Debtors/prepayments

24,908,775: in Inventories 17,7s6,208Decrea

;l : in Trade & Other Payables (9,941.387)(5,916,566)

542,400

Decrra

Decrca : in outstanding imprest

33,466,747 114,359,120Net Ct s h Flow From Operating Activities
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orts and Financial Statements for the ear ended June 30, 2023.e

the Financial Statements (Continued)

rnment Grant.

ts after the Reporting Period
re no material adjusting and non- adjusting events after the reporting period.

20. u ate end Holding Entity
The E ty ultimate parent is the Government of Kenya

21. c ncy
The fi ial statements are presented in Kenya Shillings (Kshs).

19. E
There

l ,963,01 6,500

A loar

of Ko
Devel

Gover

impler

Govet

The E

and th

The l
forty
Octot
Loan

greement was entered into between the Governments of the Republic

and the Republic of Kenya on l5'h April,2005 conceming Economic

ent Cooperation Fund (EDCF) Loans to be extended to the

t of the Republic of Kenya, or its designated agency for the

rentation of projects to be agreed upon between those two

ments of Kshs. 1,963,016,499.15.

)CF Loan arrangement dated lOth May, 2005 concerned the financing

implementation of Road Maintenance Equipment Renewal Project.

n Repayment was negotiated by the National Govemment to repay in

0) semi-annual consecutive instalments on date of 20th April and 20'h

r at an interest rate of l7o liom the I lth year after the signing of the

greement.

I

l

)

l,500,000,000

The I.

Kshs.

Mainr

Coun

tional Government advanced the Mechanical and Transport Fund

,500,000,000.00 in the Financial year 2013-2014 to purchase Road

nance Equipment following a directive to transfer 80% of MTF fleet to

Govemment.
( 1 ,3 30,934,I 53 )Trans fi :r 80% of MTF fleet to County Government.

241 ,596,000Granl iom Government of Japan

2,373,678,347]overnment GrantTotal

e
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22. Appendk

Appendix mp men
^

ron
The following is the summary of issues raised by the exlernal auditor, and management comments that were provided to the a tor.

I . Unsupported
Cash and Cash
Equivalents
Balance

The statement of financial
position reflects cash and

cash equivalents balance of
Kshs. 121,978,474. Review
of the bank reconciliation
statement for the month of
June,2022 revealed
payments in the cash book of
Kshs. 6,092,571 whose
breakdown on the date of
payment or receipt and
details ofpayee or paying
party were not provided. In
addition, no records were
provided to show when the
outstanding balances cleared
from the books of accounts.

The management provided the
breakdown thereof. Resolved. June 30e 2023

2. Inaccuracies in
Intangible Assets

The statement of financial
position and as disclosed in
Note 15 to the financial
statements reflects a Nil
balance for intangible assets.

However, the audited
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frnancial statements for
2020 12021 fi nancial year
refl ected intangible assets

balance of Kshs.5,906, I 99.
Management has provided
for audit the movement
schedule of the balance from
Kshs.5,906,199 to the Nil
balance reported in the year
under review. Further, and as

previously reported, the nil
intangible assets balance
excludes an ERP system
procured by the World Bank
through the Kenya Transport
Sector Support Programme
(KTSSP) in the year 2019 at
a cost of Kshs.12,397,245
with an aim of integrating its
business operations.

The management had the software
amortized to its re sidual value hence
the NIL value.
However the management is

currently renewing the licence of the
software and further carry out the re-
valuation to allow for amortization.

Unresolved June 30s 2023

3 Property, Plant
and Equipment

The statement of financial
position and Note l4 to the
financial statements reflect
property, plant and
equipment balance of
Kshs.3,640,633,941.
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However, and as previously
reported, the following
anomalies were noted
i. The historical cost of

property, plant and
equipment balance of
Kshs.6,810,896,239 as at 30
June, 2022 was not
supported by an updated
fixed asset register. The
assets register presented for
audit had various gaps in
purchase prices, location,
logbook number, and year
of purchase.

ii. Physical verification of
assets revealed that the
assets had not been tagged
and therefore difficult to
verifu the details against the
register and existence of the
assets.

iii. Availableinformation
indicated that the Fund
occupies several parcels oi
land in the Country. their
details and values have not
been disclosed in the

The management has commenced
updating the register in line with the
recommendation of the Auditor

Unresolved June 30e 2023
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financial statements as the
Management has not
obtained ownership
documents for the land.

4. Unsupported
and Irregular
Travel and
Subsistence
Allowance

The statement of financial
performance and as disclosed
Note 5 to the financial
statements reflect travel and
subsistence allowances of
Kshs. l0l ,881 ,651 which
includes domestic travcl and
subsistence allowance of
Kshs.34,270,659 out of
which a sampled amount of
Kshs.4,589,480 was paid as

meal allowances to various
officers during lunchtime and
late in the evening as detailed
in Appendix I attached. It
was however noted that the
same was not occasioned by
any extra duties, thus
amounting to double
compensation. Furtheg travel
and subsistence allowances
include project allowances
amounting to
Kshs.60,396,792. However,

The term Meal Allowance was
erroneously used rather this amount
paid in accordance with Human
Resource Manual of2016 as

Overtime Allowance C.19 that
prescribes payment of allowances to
officers in Job Group J and below.
The management was guided by the
Human Resource Manual of 2016
part C. l7 on Allowances.

Resolved June 306 2023
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an examination of documents
revealed that there were no
regulated rates to guide in the
payment of allowances for
attendants, supervisors,
operators, drivers and
mechanics

5. Unsupported
Expenditure on
Routine
Maintenance

The statement of financial
performance and as disclosed
in Note 6 to the financial
statements refl ects routine
maintenance of vehicles,
equipment and other assets

amount of Kshs.27 4,4 12,500.
Included in this expenditure
is Kshs.1 88,536, 185 spent on
routine maintenance of
vehicles and tyres and tubes.
However, examination of
payment records and other
supporting documents
revealed that expenditure
amounting to
Kshs. 18,035,050 was not
properly accounted for as

detailed in Appendix Il
attached.
In addition, included in the

The purchase ofgravel was guided
by Framework Contracts.
The institution purchases on behalf of
the client in view ofexecuting the
project in seamless manner.

Resolved June 30th 2023
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routine maintenance of
vehicles, tyres and tubes
expenditure of Kshs. I 88,536,
185 are payments totalling to
Kshs.8,98l ,250 in respect of
gravels and quarry wastes
which do not relate to
maintenance of vehicles.
plants and equipment.
Further, although the gravels
and quarries were procured
and received, no records were
provided to show how they
were used.

6. Receivables

The statement of financial
position and as disclosed
under Note l2 to the financial
statements reflects
receivables balance of
Kshs.85,047,569. Included in
this balance is
Kshs.48,7 I 0,1 52 for Kisii
County Govemment which
remained outstanding from
201812019 financial year. It
was also noted that in a letter
Ref No : KSI I CEC nEP I 2022 /
(256)dated I l October,

The management has written to both
institutions seeking payments of the
amounts owed.

Unresolved June 30s 2023
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2022, the County
acknowledged an amount of
Kshs.48as the balance owed
to the Fund resulting to an
unexplained variance of
Kshs.7l0, 152. Further,
included in the receivables
balance is Kshs.36,337,4 I 7

owing from Nairobi
Metropolitan Services
(NMS). However, no
confirmation has been
provided from the NMS
confirming the balance. In
addition, Management did
not provide the Fund's debt
collection policy document
for audit review.

7. Trade and Other
Payables

The statement of financial
position and as disclosed in
Note 16 to the financial
statements reflect trade and
other payables balance of
Kshs.19,754,813 as at 30
June, 2022. Included in the
balance is an opening balance
of Kshs. 1 3,729,635 relating
to customer tender deposits

The management has taken steps to
implement the conditions indicated
on the tender document that if 120
days lapse, the deposits will be
automatically forfeited to the
institution.

Resolved June 30m 2023

30



MECHANICAL AND TRANSPORT FUND
Annual Reports and Financial Statements for the year ended June 30, 2023.

dating back to financial year
2017 12018. No explanation
has been provided for holding
the deposits for long.

Resolved
8. Wrong
Classification of
expenditure

The statement of receipt and
payment under Note 6 to the
financial statement reflects a

balance of Kshs.274, 412,500
on routine maintenance of
vehicles, equipment and other
assets. Included in this
balance is Kshs.188, 536,185
spent on routine maintenance
of vehicles and Tyres and

Tubes. However,
examination of ledgers,
payment records and other
supporting documents
revealed the Funds spent
Kshs.S, 981,250 on payments
for Gravels and quarry
wastes, an expenditure which
does not relate to
maintenance of vehicles,
plants and equipment.
The expenditure may have

been reallocated and not used
for the intended purpose.

The fund operates in a manner where
the regulations governing it, it is
allowed to collect funds that are
incidentals to the project some of this
incidentals are not budgeted since
they are unforeseen hence the
misclassification.

June 30s 2023
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Further, although the gravels
and quarries were procured
and received, no records were
availed to show how they
were used

9. Non-
Compliance with
Authorized Staff
Establishment

As a review of the Fund's
authorized staff
establishment revealed that
in-post staff in various cadre
were 981 against an
authorized establishment of
2,695 resulting in a shortage
of 1,714. The staffshortage
noted if not addressed could
impact negatively on the
operations of the Fund.

The matter was discussed in
MHRMAC and recommendations
forwarded to PSC for consideration.

Unresolved June 30m 2023

Eng. Richard G. Thitai OGW

Chief Ensine4 (Mechani

o,,",..dKltra h.*2,
cal)
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VALUATION PROCEDURE FOR PLANT

1 Deduct 8% of actual price(from original cost)
2 Deduct 12o/oot the remainder for the first 1440 hours.
3 Deduct 10%of the for every extra 1440 for the extra numbers of hours
4 The remainder is the chargeable price for the buyer.

HOURS Discount Factor Discount valueYEARS

10

11

IZ

13

14

to

Remainder value. FSV
0 0.08

0.12
0.0 8 92Yo

1440
2 880

4320
5760

11520
12960
14400

15840

17280
18720
20160
21600
23040

0.1

0'l
0.1

01
0.1

01
01

0.1104
0.08096

0.072864
0.065578
0.05902

0.0531 18

0.047806
0.043025

810/.

7 3o/o

66%..
59o/n -
53P/o

48%
43% /
39%

3

6

8

0.1 0.038 72 3 35%
0.1 0.034851

0.031366
0.028229

0.022865
0.02057I
0.01852 I

314/.

28%
2504

21%
19%

0.1

01
0.1

0.1

0.1
17 0't

0.1
0.016669
0.015002
0.013502

170

15%
'18 25920
to 27360 01

4

7200
8640

7 10080

24480

0.025406 230

11o/o
20 28800 0.1 0.012152

14%
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VALUATION PROCEDUREFOR VE HICLES OVE R3TON
,I:la td-r 2 rd.TFJIl:li1t6E a

J
4

Deduct 1 1.5%of the remainder for the first 20,000 KmsDeduct 11-57oof the for every extra 20,000 for the extra numbers crf kmThe remainder is the chargeable price for the buyer.

100000 0.1 15
5

Milea e Oiscount Facto f Discount value Rema nd fe a ue SF V0 0.1 0.1 91Yo.20000 0.115 0.1035 80Yo2 40000 0.1 15 0.091598 7Oo/"2J 60000 0.1 15 0.0810644 6?%80000 0.1 15 0.07 17 41 55%
0.0634916 49e/o120000 0.115 0.056197 43o/o140000 0.115 _0.049728

8 _3160000 0.115 0.044009I 34Yo180000 0.1 15 0.038948
10 30Yo200000 0.'l 15 0.034469
11 27lo220000 0.115 0.030505'12 23o/o240000 0.115 0.026997 210/o.13 260000 0.'1 15 0.023892
14 18%280000 0.1 15 0.02 114s '160/o'15 300000 0.1 15 0.018713 14%
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S U O 3 TONS
DIMINISHING BALANCE METHOD. STANDARD GRAPH
Under this method, the book value of the machine goes on decreasing as its existence continues. 10 percent of the initial cost is deducted
immediately the vehicle leaves the show room and then a certain percentage based on life expectancy is taken as the annual depreciation

1 Deduct 10% ofactual price(from original cost)
2 Deduct 1S%of the remainder for the first 20,000 Kms
3 Deduct 12.5o/oof the for every extra 20,000 for the extra numbers of km4 Deduct cost of repairs and replacement.
5 Add estimated value of extras fitted to the vehicle.
6 The remainder is the chargeable price for the buyer.

Milea Discount Factor Discount value Remainder value. FSV
0

2

3

40000

80000
100000

120000
'140000

160000

200000
220000
240000
260000

0.125
0.125
0. 125
o 125
0. 125

0.0836719
0.0732129
0.0640613
0.0560536
0.0490469

0.0328576
0.0287504

67%/
59%-
51o/o

45o/" z
39%
34%1

..,
20
18%
15%

13%

l
5

6

7

8

0. 125

9

11

12 0.125 _
0.125

0.0251566
0.0220120
0 0192605280000 i 0.125

0.1 01 90%
20000 0.15 0.135

0.0956250
60000

4

0.125

0.125

io%
180000 0.125

0 0429161
0.037551 5

10

0. 125

300000 0.125 0.0168530 12%
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or mo r cvc
DIMINISHING BALANCE MFTHOD

1 Deduct 10% ofactual price(''om cnginal cost)
2 Deduct 27%ot the remarnder for each year the item is in use

The remainder is the chargeable price for the buyer.

Year Dlscount Factor Discount value
0.1 0.1

0.27
o.27 0.1773900
o.27 0.1294947
0.27 0.0945311
0.27 0.0690077

0.0503756
0.0367742

(..0195970

0.0143058

l'

1

2
3

Remainder value. (FSV)
0 90o/o

0.2430000 66%
480h

35o/o '
4 26%'.
5 s- 1914''
6 0.27 14%

0.277 1Oo/o

10

8 7o/o0.026s452
o

0.27
0.27 5%
0.27 4o/o
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Tria! Balance
chanical and Transport Division

For: J 3

Aacounl D.bit! Credit.

Nol Loss 211.328,166

I lContradual Employe6s) 14,802,7972110200>211

221010A>2.1 1 (Eleclricity expenses) 3,975,508

10100>n1 2 (Wel€r alld s€wamge dlarges) 1199.279

14200>7) 1 (Tebphone Telex Fascimrb and Moble 3 431 630

10240>n1 2 (lnlemst connections) 10,719.575

10200>721 3 (Couder and PostalSetuices) 172,911

22t0300>115' (MonilonlE & Evalualion) 447 000

2210300>b1t 1 (oom€stic Travel) y,150 467

2210500>221\ 2lPublishinq and Pinl ng Sovic6s) 1.170 300

221054A>221 5 14 (Adletuling, Awarenoss and Publioty 40J,000

22tA7m>221 7 lt (Trav6l Allowanc8) 3,356,400

221A700>221 7 l1 (Tuilion F6es) 1.046.056

22t0800>22'l r8 1 (Caloring Servrcas) 4,815,624

22108$>221 )2 (Boards,Commrtlees, Conlerences and 3,531,456

2210800>221 )8 (Plrdase ol coffins) 263.000

2211400>221 tc )5 (Tyres and Tubes) 17,309 769

2211004>221 c l6 (Purchas€ oflJnilornsand Clothing- SIafi) 124100

22111N>221 1 01 (Gon66l OIfic€ Slpphes 5 996,771

2211100>221 t1 (Suppli6s and Accessones lor Compurers 2 414 278

2211100>221 3 (Sanitaryand Cleaning ltlatenals Supplies 720 S65

22112001221 1 (Refrnod Fuels and Lubncanls lor Transpon) 45,781,815

22112N,22 03 (oils & l-ubicante olher) 11 044.096

2211N0>22 01 (Bank operaling c.\arges) 356.573

22113A0>22 05 (ContrScled guards and cleanng setuices) 45,201,318

22113@>22 06 (Membership fees and subscriplions) 659,300

2720100>22 01 (Mainllnance ol Motor Vehicle) 3.0,r1,786

2220200>27, 101 (Maintlnance oi Plant, Machineryand 54,253,623

2220200>22 105 (Mainlanance ofbLrldings and slabons. Non 113,150

2220200122 110 (ManlOnance o,lntemel Se er,aompu16rs, 2,767 090

4000 (o.prB ron Expon6e) 255,620,992

3510700>35 101 (Re@blsrrom Hire ol Equipment) 218,735,142

3510700>35 103 (Receipls lrom salss and lees lorseryrces) 33 964,473

3510700134 102 (Recopls fom sale olVehcles Planl and 29,S77,156

35t070DX 224 (Bank lnlsrest Receiled) 1886691

528,891,628 528,89r,628

u2a I (1102s90339)) 126,189,495

7400 (r ) 24,097,900

7310101(1 oopodb/R€funds) r,133,874

6100>00r0 pervisory Vehides (8elow 3 Ton)@Cost) 236.214.479

6100>0020 peryisory Vehides (8elow 3 Ton)-Accum. 145,570,718

6200>0010 nl E Equomonl @Cosl) 5,458,118,985

E Equbmenl. Accum. oepreoation)620D0020 2,59i,597,682

630D0010 (Over 3 Ton)@Cosl) 1,014,310 268

6300>0020 (Ovff 3 Ton) - Acclm. oeprccialron ) 562.480,677

6400>001 ler Equipmenl& Access @Cosl) 33,044 252

EqlipmenlE Acaess - Acalm.6100 2s gss.256
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