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KENYA NATIONAL HIGHWAYS AUTHOIUI'Y
Financial Staternents for the year ended 30tl'JLrne 2016

I. KEY KENYA NATIONAL HIGHWAYS AUTHORITY INFOITMATION ANI)
MANAGEMBNT

(a)Background information

The Authority was formed on enactrrent of the Kenya Roads Act,2007. The Authority is

responsible to the Principal Secretary. State Department of [nfi'astructure in the Ministry
of Transport arrd hrfrastructure, for the generaI policy aud strategic direction.

(b)Principal Activities

The principal activity/rnission of tlie Authority is to rranage, develop, rehabilitate and

maintain the national road network.

(c)Key Management

TIre Aurtlrority's day-to-day managerrent is under the Director General who is an ex fficio
member of the Board of Directors.

(d)Fiduciary Oversight Arrangements

The Board of Directors exercise the oversight role on the Authority. The Board of
Directors who held office during the financial year endecl 30tl'June 2016 were:

No. Designation Name

l. Chairman Eng.Erastus Mwongera, CBS,FIEK,RCE
2. Director Dr. Julius Kibiti M'Ndegwa
3. Director Mrs.Bibiana A.R. Ornalla
4. Director Mrs. Marykaren C. Kigerr-Sorobit
5. Director-Alt. to PS(lnti'astructure) Eng. Philenion C. Kilinio, OGW
6. Director-Alt. to CSQ\ationalTreasury) Mr. I{umphrey Muhu
7. Director-Alt. to PS(Transport) Mr. George Wanjau
8. Director Mr. Andrew C. Mitei
9. Directol Ms.Marie Gesare
l0 Director Ceneral/Board Secretary Eng. Peter M. Mundinia

l-he Board of Directors constituted four Board Committees of which the Finance, lJuman
Resotrrce and Gerreral Purpose comurittee aud tlre Audit. Risl< arrd Governance committee
perform the financial uranagement oversight roles.

Tlieir key responsibilities are outlirred below:

i)Finance, Huntan Resource and Gertcral Purpose Committee

'l'his is a cornmittee of the Board whose key responsibilities are to;

FReview, approve arrd/or recomrlend fbr l-]oard's approval:
l)Finarrcial. Hunran Resources. ICI'. Legal & Re-qulatory Affairs artd Corporate

Conrmurrications policies arrd procedut'es.
2)Estiniates of rcceipts and expcrtditules irrcluding their revisiorts,
3)Re-allocatiort ot' fittrds betr,r,eert btrdget heads.

4)S pec ial furrd i n g proposals i ncI Lrd in g bon'or,vi rtgs artd grattts.
5)Proposals fbr openirrg bank accottttts.
6)Proposals tbt' irtvestntettts attd their retttrtts.
7)AnnLral Corporate Social [{esponsibility, activities and

iil
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KBNYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements for the year cnded 30tl' Jrrne 2016

KEY KENYA NATIONAL HIGHWAYS AUTHOIUTY
MANAGEMENT (CONT I N U E D)

)

8)Staff terrrrs arrd corrditions of service.

FEnsure that
l)Proper books of accounts and records are rnaintained for tlie Authority's

transactions,
2)All expenditures are within the approved budget,
3)l'}roper records are rlaintained on property and material liabilities.

ii)Audit, llisl< and Governance committee

This is a committee of the Board whose kcy responsibilities are to;

PReview, approve aud/or recornmend for Board's approval;
l)The external auditor's managernent letter and managernent's response to the external

auditor's findings and recornrnendations,
2)The Autliority's procedures lbr detecting fi'aud and to leview the investigation and

remediation of any alleged or suspected fi'aud;
3)At least annually, tlre status of thc enterprise risk l.llanagernerrt program and
4)The annual internal audit work plan.

FE,nsure that;
l)Unsettled and unirnplenrented Public Investnrerrt Corrrmittees' (PIC) issues are

resolved,
2)Clarity of disclosure in financial reporting and the presentation ol-a balanced and

understandable assessrnent of the Authority's financial position;

3)Recommendations of the Auditor General are implemented.
4)lntegrity of the financial statements of the Authority is rraintained at all times
5)Disagreements between ulanagcrneut and any auditor regalding the Authority's

financial reporting are resolved
6)Special audit/ investigation on any allegations, corlcenls and complairrts regarding

corruption, lack of accountability arrd transparency arc couducted

INFORMATION AND

and(iii) The other two comrnittees are the'l'echnical and Strategy and the l)rocurernent
Disposal Oversight

(iv) Office of the Auditor General
Within six months afier the end of each financial year, the Auditor-Gcneral shalI audit and report,
in lespect of that llnancial year. or1:

l)Accounts of the national and county governlnents
2)Accounts of all funds and authorities cll'tlre rratioual and county govcrnnrents:
3)AccoLrnts olall courts
4)Accounts ol'cvely conrmissiorr and indepcndcnt offlce cstablished by thc

Constitutiou
5)Accounts ol'the National Asscnibly, the Serrate and the colrnty assemblics
6)Accounts ol'political parties funded fi'onr public firnds:
7)Accounts o1'any other crrtity that legislation requiles thc Auclitor-Gerreral to audit.
8)'l'he public debt

iiil
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KtrNYA NATIONAL HIGTIWAYS AU'IHOITII'Y
Financial Statements for the year endecl 30tl'June 2016

KIIY KENYA NATIONAL I{IGHWAYS AIJ'THOIITI'Y
MANAGEMENT (CONTT N U E D)

INFORMATION ANT)

l'he Auditor-General ntay audit and report on the accounts olarry entity that is firndcd fi'om public
I'unds.

I) The Auditor General shall confirm whether or not pLrblic rl-loney has been applied
lawfully and in an effective way.

2) ALrdit reports shalI be submitted to Parliament by the ALrthority,

v)Developmcnt partner oversight activities

-fhis group constitutes Bi/Multi - lateral lerrders to tlte Govcnrl-rent o1'the RepLrblic of Kenya for
development projects under the irrplementation o1- the Authority, whose key responsibitities
include;

l)To exaurine the auuual reports o1'thc Auditor General on the I'inancial statetnents of
projects

2)To conduct financial l1laltagenlent supervision and olfer pro.ject irnpletneutatiott support

3)Review of quarterly Intcrinr Irinattcial Reports
4)Commission indepeudent auditors to uudertake a financial and technical review of

projects

vi)'l'he Public Investments Committee
'fhis is a parliarnerrtary select committee charged with the responsibility of cxamining tlie
activities of state ageucies. It receives audit repolts ll'onr the Clerl< of the National Asscntbly who
in turn would have received tltetl fi'otr the Atrthority.

Its key responsibilities as appertaitts to the ALrthority are to;
l)l3xamine the reports o1'- thc Auditor Ceneral orr the finarrcial statcments of the

Authority,
2)llxamine, in the coutext of the aulonorny and efflcicrtcy o1'the public investtuents,

whethel thc affairs o{'thc llrblic iuvestnrents. are beirtg uranaged in accordance

with sound finaucia[ or busincss principles arrd pruclent cortrruercial practiccs.

3)Within three montlrs a{icr receiving the I'}lC report. Pzrrlizunent slrall debatc and

cousider thc report atrcl take apl"rrtrpriatc acl.iott.

(c)Senior Managcment

Tlie key ntanzrgenrent personuel n,ho helcl oI-llce clLrring thc flnarrcial year enclecl 30tl'Junc
2016 arrd who had direct fiduciary lesponsibility were:

No. l)csignation
l. Dircctor Gcucral
2. Geucral Manager l)csign ct ('ottstructiott

3. Gcrreral Manager Planniug & Envirotrtttcttt
4. Gcneral Manager lrittattce
5. Ag.Genelal Mana-t{cr Special Pro.iccts

6. Ag. GcneraI Mauagcr Mairttcttatrce
l. I lcad o1'lntct'rtal Audit
8 llcacl ol'Legal .t Regtrlatorl, Al'firils

N:rme
- I}rg. Peter M. Mundirria
- [rng. Sanrucl O. Ogcge
- Errg. Sarnuel O. Onicr
- CI)n James l]oweu
- llng. l)avid MLrchilwa
- [:rrg. Ccorge Kiiru
- Mr'. Williarn Masitzr

-Ms. Norah Odingo-Ka.f rvang'

i. 
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KE,NYA NATIONAL HIGHWAYS AUTHOIUTY
F-inancial Statemerrts fbr the ycar ended 30tl' June 2016

KEY KENYA NATIONAL HIGHWAYS AUTHOITITY
MANAGEMENT (CONT I N U E D)

(f)Kenya Nationa I H i ghways Au tho rity Hcacl q u artcrs

Blue Shield Towers
Hospital Road
Nairobi, Kenya

(g)Kenya National Highrvays Authority Contacts

P.O. Box 49712
GPO 00100
Nairobi, Kenya
Telephone: (254) 02 80 I 3842
E-mail : dg@kenha.co.ke
Website : www.kenha.co.ke

(h)Kenya National Highways Authority Barrkers'

[.Kenya Commercial Bank Linrited
Moi Avenue Branch
P.O Box 30081
GPO 00100
Nairobi, Kenya

2.Co-operative Bank of Kenya
Upper Hill Branch
P.O Box 30415-00100
GPO 00100
Nairobi, Kenya

3.National Banl< o1- Kenya
Iiill Plaza Brarrch
l'.O. Ilox 45219
GPO 00100
Nairobi, Kenya

4.NIC Bank
Masaba Road Branch, NIC llouse
l).O Box 44599
cPo 00100
Nairobi, Kcnya

5.Equity Banl< l-lm ited
Iiquity Centre Branclr
P.O Box 75 104-00200
City Square 00200
Nairobi, Kcnya

D

INFOI{MATION ANT)
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KENYI NATIONAL
AGEME$IT (CONTTNUED)

(i)Independent Auditors
Auditor freneral
Office of the Auditor General
Anniverilry Towers, University Way

HIGHWAYS AUTHORITY INFORMATION AND

P.O 30084
GPO 001

Nairobi,

fi)Principal Legal Adviser

The Attorirey General
State Law Office,
Harambed Avenue
P.O. Box $OttZ
City Squafe 00200
Nairobi, k"nyo
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KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements for the year enclecl 30tl'June 2016

II. THE I}OARD OF DIIIBCTORS
Director Brief I'>rolile

Eng. Erastus K. Mwongefa. CBS. FlEK. ttCE
Chairman ol' the Board o1' Directors

Date of Birth:2"d Deceurber. 1949.
Irellow of the Irrstitution ol'Engineers o1'Kenya
Registered Consulting Engineer
BSc (Civil Errgineering)
IIND. Construction
Dip. Water Engineering
CiviI Eugineering Consultant
42 years' administration and tnaltageutent
expcrience

2.Dr. Julius Kibiti M'Ndegwa
Director

Datc of Birth: I't January, 1949

Senior Lecturer, Moi University
llND (l-lighway Engineering)
PGD (l-lighway Engineering)
M.Sc. (l-l ighway Engineering)
l']hD (l l ighway Engineering)
Celtified Envilonmental Auditor
42 years' nranagemcnt experiencc
Reappointed 25'r' June, 2014

3.Mrs. Bibiana A. R. Omalla
Director

Date of Birth: 19"' Decernber, 1958
MA (Urban and llegional Planning)
PGD(Cartography)
BSc. ( Survey arrd Photogrammetry)
Registcred Planner
Licensed surveyol'
Member of the lnstitution o1' Surveyors of
Kenya
Corporate Mernber Kcnya Institute of Planners
33 ycars' rnanagerncnt cxpcliences

1\ E
4.Mrs. Marykaren C. Kigen-Solobit

Director

Date of Ilirth: 14"' Febluary,l969
LL.t) (Hons) PGD. KSI-. CPS(K)
Advocate ol'the high couft of Kenya
Advocate and assisting counsel. Judges &
Magistrates Vetting Iloald
Mcrnber, Law Society o1'Kenya
2l years' cxperience iu legal and cornpliancc
lnanagenlent.

5.Eng. Philerron C. I(ilinro. OGW
Director - Alt. to [)S (lnfi'astlucture)

Date of Birth: 22"d August, 1956.
Iloads Secretary, MO'l'l
BSc.( Hons) Mcchanical E,ngineeriug
Mernber. Institutc o1'[Jngineers of I(enyzr
.36 yeats' nlalrager)ren( ex1'rcricrrcc

6.Mr. t{urnphrey Mulru
[)ircctor Alt. to C]S (National -l'r'casury)

Datc of Birth: 28"' Ar.rgust, 1964.
Ecorrornist arrd [rinancial advisor'.
BSc (Statistics aud Mathenratics)
B.Plril llconornics
MA (Economics)
Dip. [rinarrcial Management
24 vears' nranagcntcnt cxltcricncc

vii 
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Irinancial Statenrents fbr the ycar enclccl 30tl' JLrnc 2016

Director llrief I'}rofilc

7.Mr. Geolge Wanjau
Director Alt. to I'}S ('h'ansport)

Datc ol' Birth: 1 9'l' .lanuary, 1 962.
Ircononrist and Urban Transport Planner'
MSc (Pro.iect Planning & lrinancing)
tsA (Econornics)

-30 ycars' rnar)ager))ent cxpcricncc

8.Mr. Andrew C. Mitei
Directot'

l)atc o1'Birth: July 1956
Cerlif red Public Accountant
Bachelor of Comrnerce (AccoLrnting)
Mernbcr, Institute of Certified
Accountants (l()
37 1,ears' of rnarragenrerrt expcricrrcc

PLrblic

9.Ms. Marie Gesare
Dircctor

Date ol'Birth: 1968
llunran Resource & PLrblic l{elations Manager
Advauced Diploma iu llunran Resource
Management
Ilachelor of Ilirsincss Managenreut ( On-going)
Menrber. lnh'astructure Comrnittce and
DevoIution and Security Committee (I(.A.M)
27 ycars' of rnanagcnrcnt expcliencc

10.Eng. Peter M. Mundinia
l)irector Gcnelal & Sccrctary to thc Boarcl

Date o f I] irth : 7''' Dcceni ber, I 963,
MIIA (Business Management)
IlSc. (Civil linginecring)
l)iplonia in -fheology

Meurbe l of Institutc of Euginecrs o{'Kenya
I{cgistclcd llngineer with trnginecrs Board
olKenya and
Menrber o1- Kcnya Institute ol Martagement
(KrM)
27 years' ol' nranageurent expericnce
(Appointad 28't' Atryu.st, 20t5)

I l.lJng. Linus K. 'lonui

Ag. Dircctur Cieneral

Datc ol'Birth: 30"' ALrgust, 1955.

M.Sc. (l Iighway lingineering)
IlSc. (Civil Ilngincering)
llegistered Consulting Euginecr, I{cgistered
lrnginccr. Corporate urernbcr Institution OI'
Irugince rs
.i(r 1'curs' ol' rrranagcnrcrrt expelicrtcc
t llalirc'tl ,ltrgtt:;t. )01 5l

r iii 
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I(ENYA NATIONAL HIGHWAYS ATJTI-IOIIII'Y
Irinancial Statemerrts lbr the year cnclecl 30tl' June 201(r

III. MANAGEMENT TIIAM

t-

Manaqer llricf l'rolilc

LEng. Peter M. Mundirria
Director Gencral

Datc ol' Birtlr: 7tn l)ecernber. I 963.
M IIA (Busincss Managcn-rcnt)
IlSc. (Civil Dnginccring)
Dilllorua irr l'hcologl'
Mcnrber of'lnstitute of Enginccrs of Kenya
Ilegistcrecl Ilngincel rvith l;nginecrs Board
o1- Kenya arrd

Mcrnber of' Kenya lnstitute of Managemettt
(KrM)
27 ycars' ol'nrarragcrncrrt cxperiencc
(lltlxtintatl 28"' A ttgtt.st. 20 I 5l

2.Eng. Linus K.'l'onui
Ag. Director Gcncral

Date o1'Birth: 3Otl'August. I955,
M.Sc. (l-l ighway lJngincering)
BSc. (Civi I Iingincering)
Rcgisteled Consulting lJngincer, I{cgistcrcd
Iirrginecr. Corporatc mcurbcr Institution of
Ilugiuecrs
36 ycars ol' rnanagcureut cxpcricncc
(lletired Augrrst, 201 5)

3. ting. Sarnuel O. Ogcgc
General Managcr - Design & Construction

I)atc o1'Birth: 3'd.lune, 1960,
BSc. (CiviI Irngineerirrg)
Mcmbcr ol- the [ingincers Registration
Board
29 ycals ol' uranageureut experience

1. l:ng. Sarnuel O. Onrer
Gencral Manager'- I)larrrriug & Envilonnreut

Date ol' Birth: I 7tr'Fcbluary I 962.
MSc. (Civil lingineering)
BSc. (Clivit [-nginceling)
Mcnrbcr o1' 'l'hc l.irrgincers ltcgistration
Board
29 ycars ol' managcnrcnt cxpcricnce

5.CI'A Jarncs K. l]orl,crr
General Managel lrirrance

Datc ol'Birth: I't Januerry. 1973

M[]n, l]Conr (Accounting)
Ccrtillcd I)rol'essional Crcdit Marragcr
((lMI'}), Clcrtillcd Public Sccrctarics (C[)S

K). Ocrtiliccl I)ublic Accountant (tlPAK)
Mcnrbcr ol, lCl'AI(, ICI'}SI(
| 
() ycars nranagcnlcnt cr1'lcricncc

I)atc ol'tlirth: 2[ith [)eccnrbcr 1964

IlSc. ('ivi I llrrginecrirrg
Mctubct'ol'l.l:.1(
27 r curs nllllutgclllcr'rt crpclicncc

lrng. I:ng. I)avid iVlucltilu,a
Aq. (icncral Vlanagcr - (Spccial [)rrr.iccLs)

ir 
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KENYA NATIONAL HIGHWAYS AUTI{OIUTY
Financial Statenrents for the year ended 3Oth June 2016

Manager Brief Profile

7.Eng. George K llru
Ag. General Manager - (Maintenance)

Date of Birth: 3rd July 1958

MSc. Highway Engineering
BSc. (Civi I Engineering)
Mernber of I.E.K
35 years nlanagement experience

8.Mr. Witliarn O. Masita
Head, IrrterrLaI Audit

f)ate of Birth: 2"o February 1979

MBA, BA (Econornics)
Certified lnfonnation Systems Auditor
(crsA)
Certified lnternal Auditor (CIA)
Certified Public Accountant (CPA)
Certified Public Secretary (CPS)
Mernber of ICPAK, ISACA, IIA
l2 years Management Experience

9.Ms. Norah Odingo-Kajwang'
Head, Legal & I{egulatory Affairs

Date of Birth: 27tl' April 1969

Degrees: MBA (Ongoing)
Bachelor of Laws
Registered Advocate
Member Law Society of Kenya
Member Public Secretaries of Kenya
22 years Manageurent Experience.

xl



KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Staternents for the year etrdecl 30tl' Jr-rne 2016

IV. CHAIRMAN'S STATBMBNT

I atr pleased to present the Annual Report arrd Financial Statcrncnt for the F'inancial Year errded
30tl'June 2016.

The Financial Year 201512016 was an ambitious orlc forthe Authority in nrany ways. Arnongthe
pilot projects that we rolled out during the year was the first batch of the Roads 10,000
programrne under the guidance of the parent ministry. This ambitious progralnme aiurs at haviug
10,000 kilometres of roads tarrnacked within five (5) years. Out of these- the Authority's network
is 1,000 kilometres. Tlie first batch of 210 kilometres was at an advanced stage as of June,20l6
and is expected that the implementation of the projects should corlrrnerlce during 201612011
Financial Yeal under Annuity Programme.

In the year under review, provision of saf'e, rnotorable and adequate road infrastructure remained a

key priority for the Cerrtral Government, with signilicant funding channelled towards the
construction of new roads; and rehabilitation and uraintenance of existing roads. The increased
attention from the Governmeut has attractcd developurerrt partners including private investors
seeking partnerships and opportunities in developirrg the national trunk roads under the I'}ublic
Plivate Partrrersh ip coltoept.

Worth noting, the central role the country's infi'astructure network plays in providing crucial
connectivity to the neighbouring countries continued to renrain our major fbcus, thus placirrg our
key projects, especially along the Northern Corridor, South Sudan Lirrk Road and Nairobi Addis
Ababa Corridor anlorlg others which are key to regional trade and integration. Mornbasa and the
border towns have also been given attention in capacity enhancement of roads.

One of our key areas of locus during the lrirrancial Year was the nranagernent and protection o[
the National Road Assets. Our approach was guided by the fact that the National Road Assets
need to be freed fi'onr any illegal and unnecessary encllmbrances by unauthorised users. Our
approach was also guided by the fact that the Atrthority would irr tlre future run into head winds
with these unauthorised users if it did not take action and eusrrlcd that our road reserves remained
ruuoccupied.

ln this regard, the Authority rnobiliscd the [{oad Corridor Marragernent Tcams to monitor the
tnain international trunk roads, and ensure tliat they arc protected from ovcrloading, vandalisnr
and illegal occupatior-r. In addition, the Road Corridor l'earns were mandatcd to continuously
tnonitor the road surface corrditiorrs, and report back on auy surface deterioration to euable thc
Authority takc necessary uleasLu'es in a tinrely uranuer, and restore the integrity of its
irrfi'astructure. The approach of Perfornrzurce Based Contracting is being employed in most of'our'
road corridors.

The Road Corlidor Managenrertt'l'earns complcrnent the alrcady established l'en (10) Regional
Offices, atrd we are coufldelrt tltat our appl'oach will irr the long-run lrave a positive iutpaot on
lowering road trairrtcnance costs and crrsrrrc a well rnaintairrcd road networl<.

Other valuc additions cxpected to be derivcd ll'onr our ncw approach will includc identilying
sections that Ireed irtrpt'oveurent u,ithiu oul rretworl<. such as arcas that nray rcquirc erection o['
footbridges, control the ercctiorr of illegal buurps, and rcgLrlation aud conLrol of roadsidc
arlcn ities.

\i 
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KBNYA NATIONAL HIGI{WAYS AU I'HORI'TY
Irinancial Statements for the year crtcled 30tl'Junc 2016

Chairman's Statenten t ( Co nti n ued)

'l'he ALrthority will continue identilying value-additiorr ideas aitned at itrploving the quality of
services it is providing to the l4lononchi.

A key focus area by the Board within thc year was providing an oversight role to Managentettt, to
ensllre that all projects were iurplernentecl as schedrrled. To this end, the Board's sustained

irrspection of the Authority's plo.iects under iurplenrentatiou, throughout the cottntry. l-hese

inspectiorrs were especially helpfuI in that apart h'onr braittstortring specific problems affectirrg

specific projects, the Board guided Managerrent to take note of common challenges occurring

across variotts projects, and draw lessons to avoid re-occtlrrellce.

l-he Board rernained satisfied at the implenreutation pace of the vat'ious pro-iects. with a particular

mention to the rrulti-national Mwatate - -l'aveta corlidor, whose implenreutation is ott schedtrle .

DLrring the Financial Year, the lloard hosted II.E. thc Prcsident launclted vat'iotts projects urtder

the Authority. 'l'hese pro-iects includcd thc multinational Mwatate - 'l-aveta - I-tolili corridor.

which was jointly comruissioned by I{.1r. Presidcrtt [Jhuru Kenyatta artd 'l'anzania's President,

I{.E. Jakaya Mrisho Kikwete. Others irrcluded tlre Port I{eitz - Moi International Airpoft Road,

Nuno - Modogashe lload. Illwak -- Rharnu Roacl in Marrdera Coltnty, cotrstrttctiott of three

interchanges along the Nairobi - Nakuru - Mau Suttrtt-tit Road and thc Ol Joro Orok - Dtrndori

Road.

'l-he coustruction ol- these and all the other pro.iects uuder inrplementation shall rettraitt the key

focus by the Board ol'Directors. as we sleer the Authority to etrsure that it plays its cetttral lole irt
not only infi'astnrcture development, but in also rerraining a key lzrcilitator tou,ards both natiottal

and regional irttcgratiorr.

The Board o1'Directors and Managctneut r.l,ill coutinue to work togcthcr to proactively revieu, and

identify areas that need iurproventeltt witlrin the Authority, and will continue exploring strategies

that will improve perfbrtrance in pro.iect ilnplettletttation.

More intportantly, the Board lcurains keenly observant o1'thc natiortal valttes and principles as

enshrined under Section 6 ot- the ClonstitLrtiort. Thcsc valttes gtride all Dircctors and etuployec

actiorrs as we take coguisarrce of'thc resoLlrces entrursted to thc ALrtltority to itnpletlletrt by both the

Goverrrrnent atrcl varioLrs clevelclpttlellt partllers.

l'he Uoard is looking fbrrvard to the prospects o1-thc l)ublic Private Partnelsltip (PPP) projects it

plans to in the near future. Thc key PPP pro.jccts earnrarked Ibi implclnctttatiotr in the initial

stages include the Opcratiorr arrd Maintenance o{'thc Nairobi -'T'hil<a Sttpcr I-lighway and thc

Nairobi Southern []1,pass, as well as thc Capacitl, lJpgraclc of-the Motnbasa - Nairobi and thc

Nairobi - Nakurut Matt Stttuttrit I.lighvvays.

We coutiur-le ellcoul'aging creativc thought process aud itttrov:ttic'ltt irt thc allpl'oaclt to thc

ALrtlrority's btrsiness ilt orcler to givc Kcnyans and all those wlto clepertd olt ottl ittfi'astt'ttcttlre

rretu,orl< urr>re rttodct'n silltttions to the ir trallspol't ttcccls.

ling. E gC|'4, CBS. Irll.:l<. I{Ct
Chairntrur of
23''l Se pte rnbcr 2016
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KIINYA NATIONAL IIIGHWAYS AUTHOTUTY
Irinancial Statemerrts fbr the year endecl 30tl'June 2016

V. IIEPORT OF TI{E CHIEF I,XBCUTIVE OFFICER
Gcneral Overvierv
Road infrastructure is a key component of communication and economic development of any
nation. With the devclopmerrt o1'Vision 2030 and enactnrent of the Constitution of Kerrya,20l0.
our country seeks to transfbrnr itself into a rnodenr, globally colrpetitive and prosperous natiorr
with a high quality ot- lifb. l'he Goverrlnlent aspires for a country that is firmly, interconnected
through a network of roads, railways. ports, airports, water and sarritation facilities and
telecomtnunications. The Governulent has therefbre created a fully-fledged Ministry of Transport.
Infi'astructure, IJousing and Urban Development in a bid to synergize within tlre various
i nfrastructure sub-sectors.

With lunds fi'orn the Exchequer and support of developrrent partners. KeNllA has conrpleted key
rnajor projects and comrneuced other very important corridors. 'l'lre past linancial year saw
KeNIIA delivering a nurnberof key projects airned at enhancing transport flow across all regions
of the country. Projects that were substantially conrplete by June 2016 include; Tirnboroa -
Eldoret - Webuye road; Marsabit - Turbi road, Siaya - Rwambwa road; Ejinja - Burnala road and
Masara - Suna - Kehancha road among others.

Many other projects are at various implenrentation stages. Key ongoirrg projects irrclude Nairobi
Soutltern Bypass, Nairobi Western Bypass; Nuno - Modogashe; Mombasa - Mariakani; Access to
Moi International Airport - Port lleitz; Phase I ol' Mombasa bypass; Kisurnu - Kakamega -
Webuye - Kitale; Webuye - Malaba; Rumunrti - Maralal road; Oljoro-orok - Dundori road;
Ndanai - Gorgor road; Rurnuruti - Maralal, Oljoro-orok - Durrdori; Ndanai - Gorgor; Merille
River'- Marsabit and Turbi - Moyale roads, arrong others.

Major Performance Milestorrcs FY 201512016
In the financial year under review, the Autlrority remaiued focused on its mission of constructing
arrd managing national trunk roads by undertaking various activities aimed at errsuring availability
of adequate, safe and quality national roads for our cLrstontels. 'l'hese include enhancing road
network capacity aud quality; securing and protecting national road reserves and assets;
irnproving road safcty and security and ensuring euvirorrrnental sustaiuability. Other areas of
focus include human resource developrnent, strengtherring iustitutional frarnework and internal
capacity of tlie Authority and pronrotiug use of local resource in road constrlrction aud
rnaintenance.

Since March 2013, thc Jubilee Goverrrmcnt has invested over Ksh.l40 Billion irr construction arrd
rehabilitation of l,358Kms of roads. l'his has resulted in regiorral integration, ease of doing
business, reduced travel tirne. reduced vchicle operating costs, irrproved access to social
atnenities irrcluding govcrnruerrt serviccs as well as iurproved rnarket access to goods and
products fi'orn the corridor. Scveral urilestoues wclc attained as a result of iurplementation of our'
strategic objectives during the year undel review. Some our rrotable achievernents were
construction of 607.5 larre kms of new sections o1'rrational roads, compared to 621.10 lane knrs
achieved in thc previoLrs ycar and rchabilitation of 100 lane krns ou national roads cornpared to
225.12 lane ktn achieved in the previous ycar as articulated in oul cvaluated pelfonrancc
cotttracts. Othel rrotable achievernents of the yeal undcl review werc thc routiuc ntaiutenance o1'

11.758 lane ktn o1-national roads artcl rrapping (ccntcr Iining and digitizatiorr) of 235 kms oIthc
trunk road colridor.

Challcnges to Devcloprncnt of Quality National lloads
The challengcs the Authority laced during thc yeal undcr review includc:
.E,nct'oachtnettt on load rcscrves, resulting iu delays in plo.iect conrllenceurent erucl

iurpleurentatiou
.Ittadecluatc litrtcls to dcvclop aud uraintairr roacls. '1'hc optiural rcquilcurcnt fbr rnairrterraurcc is

Ksh.40 billion whilc thc ltoad Mairrtcnancc l.cvy lrund rcalizcs orrly Ksh.25 t]illiorr anrrualll,.
'['hc sholtlzrll fbr rnairrteuiutcc oIcxisting loacl nctr,vill'li arnounts to Ksh.l5 I]illion aurrually.
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Report of the Chief Executive Officer (Continued)

.Vandalism of road lurniture, which continued to be a rnajor challenge, greatly hampering efforts
to plovide safe and quality highways.

Future Initiatives to Upgrade More Roads
Underthe Ministry of Transport, Infrastructure, I{ousing and Urban Development, there are plans
to develop l000km of roads in FY 201612017 under the annuity prograrnme. The Authority
further intends to cor.uurence with several projects in various parts of the country including: -

.lmprovement and dualling of Mornbasa - Mariakani section of Nairobi- Mombasa Road

.hnprovement and dualling of Kisii - Ahero - Isebania road

.Rehabilitation and upgrading to bitumen standard of Kitale - Endebess - Suam road

.Upgrading to biturnen standards of Eldoret Bypass
oConstruction of a head quarter office complex for the road sector institutions in Nairobi.

Additionally, KeNHA identified four projects for implementation under the Public Private

Partnership projects as highlighted in the Chairrnan's Report.

Conclusion
I thank the Government and developrnent partners for continually supporling KeNHA to fulfil its
mandate, and the Board of Directors for giving strategic direction and leadelship, steering the
Authority towards achieving its objectives. I thank the Citizens of Kenya, who are our esteenred

customers as well as the lnanagemeut and staff of KeNIIA fbr their coutiuued hard worl<, focus
and dedication to the task at hand.

l{ffilril^
Eng. Peter M. Mundinia
Director Gcneral
23'd Septernber 2016
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KENYA NATIONAL HTGHWAYS AUTHORITY
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VI. CORPORATE GOVERNANCE STATBMENT

The Kenya National IJighways Authority is cornrnitted to tlie values and principlcs of good
corporate governance as an integral part of thc corporate culture established at the Autholity and
guides the nranner in which its directols, mauageureut and staff conduct the business of the
organization. As a public sector organization dcdicated to providing quality selvice to its

stakeholders, the Authority's decisions are guided by the core tenets prescribed in the I)ublic
Officers Ethics Act, 1he Leadership and Integrity Act, the Authority's code of conduct, corporate
governance guidelines and Board and Board Comnrittee Charters. l'he Authority endeavors to
dcvelop, streugthen and sustain the trust that the Governrnent, employees and the pLrblic have
placed in it. The Board is comrnitted to regularly evaluatirrg national arrd international standards
in responsible, transparent and efficient uranagelncut with a view of enharrciug corporate
governance at the Authority and consistently delivering ou its statutory mandate.

This report describes the Authority's corporate governance practices that were irr place thror.rghout
the financial year ended 30th June 20 I 6.

Role of thc Board of Directors'
The primary function of thc Board ol- Dilectors' (the Board) is to provide effective strategic
leadership and direction to enhance the long-term value of the Authority to its stakeliolders. The
Board has the overall resporrsibility lbr overseeing the development and implementation of the
strategic plan, perfonnauce objectives, financial plans, anntral lrudget, key operational initiatives.
ma-ior funding and investment proposals, finauciaI perforrrance reviews, and corporate
governance practices. They are also responsible lor instilling the appropriate culture, values and
behaviour throughor.rt the organization. The Board is therefore corlrnitted to rnaintaining very
high standards of corporate governarrce and ethical conduct.

Membership of thc Board
The KeNHA Board is corrstituted as per the provisions of tlic l{oads Act,2007 with mernbership
drawn frorn both the public and private sector. The Board is conrposed of nine (9) Directors with
six directors having a background or knowledge irr the lbllowing areas:
olnstitution ;

.Highway engineering;
oTransport economics;
.Surveying:
oAccountancy
.Law.

Tenurc of Directors
Irr lirre with the provisions of thc Kenya Itoads Act2007. tlrc Chainnan and other rnenrbers of
Board, other than designated public olllcers, shall hold oIfrcc lbr a period oIthree years fi'orr thc
date of appointnrent and rray be eligiblc lbr re-appointr.nent for onc lirrther terrn. The appointntcrtt
of all menrbels of the Board as Ilrst constituted aud at cvery changc iu nrernbership therealier
shall be by rrotice ptrblished iu thc Kenya Gazcttc. Tlrc l)irectol General is appoirrted by the Board
irr consultation with thc Cabinet Seclctary in chargc of roads lbllowing a competitive recruitureut
process.

Iucluction, training and dcvclopmeut of I)ircctors
New Dilectors are provided with extcusive rnatcrials on thc Authority and its opcratiorrs. the
proccdures rclatirrg to thc Board arrd its Comrnittees and their duties and responsibilities as

Directors.
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Committees the Board
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Board

ents for the year ended 30tl' June 2016

ance Statem ent (Contin ued)

urce and Purpose Committee, Procurement and Disposal Oversight Committee and

Technical & Strategy Comrnittee. Each of the permanent Committees operates pursuant to
roved term of reference delegated to them by the Board

of

established four permanent Committees to assist in the execution of its
These are the Audit, Risk and Governance Committee, the Finance Human

Board
each committee have scheduled meetings held in every quarter of the financial

Special ings are held as and when required. The Chairrnan of each Committee regularly
to the I Board on the Committee's deliberations.

xvt



KBNYA NATIONAL HTGHWAYS AUTHORITY
Financial Statements lbr the year ended 30tl' June 2016

vII. CORPORATII SOCIAL RI,SI'ONSII}ILITY STATEMENT

As an Authority, wc takc cognizance of our responsibility to the cornrnunities in which we work
with. Our CSR ethos is hinged on our obligation to act as rcsponsible corporate citizens. We
Lrphold etrvironmental stewardship as one of our core values, aud recognizethat our activities as

an Authority have an irrpact orr the communities we interact with. We are therefore cornrritted to
not ortly creating a positive irrpact, but to also utilising available resolu'ces to inrpact lifc
positively.

First Lady Half Marathon (Bcyond Zero Campaign)
lrt tlre concluded Iriscal Ycar 201512016, the Authority sporlsored some of its officers to take part
in the Annual First Lady Half Marathon, whose proceeds go towards initiatives to reduce maternal
and child mortality iu the country. l-he race seeks to raise firnds to increase access to better
healthcare through the provision of mobile clinics for expectant mothers.

Donation to Mlolongo l'ublic Schools
The Authority continued its partnership with Mlolongo public schools through donation o[
various text books aud chairs. The 3 public schools, a kiudergarten, prirnary school and secondary
schools were built by the Authority during the construction of the JKIA Trrrnoff - Athi River
Interchange (A104) road. The tlrree schools offer learning to r.nore tharr 2000 pupils conrbined,
largely drawn fi'orn thc nearby Mlolongo, Sabaki and Athi Rivcr areas.

Sponsorship of necdy studcnt
The Authority once again responded to the plight of a bright, but needy student who required
assistance to continue with his high school education.

CSR activities carried out under Marsabit- Merille llivcr Project
The Authority carricd out tlre following CSR activities under Marsabit - Merille River Pro.iect

rRenovation of classes, dormitories Laboratories aud buildings in Marsabit Boys
oConstruction ol6 (six) new bathrooms in Marsabit Boys
oConstruction ol-2 (two) classlooll'rs Madrassa
oConstrtrction o1- 4 (four) toilets in SKM primary school
oRenovation ol'Al I-lidaya Primary School
oDonation of a steel prcssed 75,000 litrc capacity waLer'l'ank to Marsabit Boys
oDonation of a steel pressed 75,000 litre capacity water'l-ank to Moi Girls
oRenovation of SAKU Prinraly School
oConstruction ol-2 No.(two) Chieli' of{lces in Jirime and Dahabaricha
oConstruction of Iiight (8) Green houses
.Construction o1-a water parr at Gotugardi

CSlL activitics carricd out under Siaya - Ruabrva project
Thc Authority carried out thc fbllowing CSR activities under Siaya - I{uabr,va pro.iect

oCottstruction o1'{bur'(4)No. classroours and l-oilcts for Bolo [)rirnary School

CSR activitics carried out undcr Turbi - Moyale projcct
l'he Authority carricd out the following CSR activities undcr Turbi- Moyalc pro.iect

.Daily supply ol'rvatel to local cornnrunities
oConstructiorr of Water pans fbl Local cclrnn-ruuitics
o(lonstruction ol2 (two) classroours at Funauyata and llori ['r'iurar1, Schools.
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N IONAL HIGHWAYS AUTHORITY
ial S for the year ended 3Oth June 2016

OF THE DIRECTORS

Directors subrnit their report together with the un-audited financial statements for the year

3oth J 2016 which show the state of the Authority's affairs.

pal

principal ities of the Authority are manage, develop, rehabilitate and maintain national

results of Authority for the year ended 30th June, 2016 are set out on page 1

rs

members f the Board of Directors who served during the year are shown on page vi and vii

Auditor is responsible for the statutory audit of the Authority in accordance with
on 68(2), (k) of the Public Financial Management Act,2012 and Section l3 of the Public

udit Act,

Order of Board

Peter M. tnla
r

and Secretary to the Board

S 2016

rs
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KENYA NATIONAL I{IGHWAYS AUTHORITY
Firrarrcial Statements for the year ended 3Otl' June 2016

IX. STATEMtrNT OF DIIIECTOIIS' IIESPONSII}ILITIES

Section 68(l) of the Public Finance Managernent Act. 2012 and section 38(l) of the Kenya Roads
Act, require the Board of Directors to prcpare finarrcial statenlents in respect of that Kenya
National I-lighways Authority (herein after referred to as the Authority) which give a true and fair
view of the state of affairs of the Authority at the end of the firrancial yearlperiod and the
operating results of the Authority for that year/period. l-he Board of Directors are also required to
ellsure that the Authority keeps propcr accourrting records which disclose with reasonable
accuracy the finarrcial position of the Authority. -fhe Directors are also responsible for
safeguarding the assets of the Authority.

The Board of Directors is responsible lbr the preparation and presentation of the Autholity's
finarrcial staternents, which give a true and fair view of the state of affairs of the Authority for and
as at the end of the financial year (period) ended on 30'l'June,20l6.l'his responsibility includes:

(i)Maintaining adequate financial nlanagelnent arrangements and ensuring that these continue
to be effective throughout thc reporting period;

(ii)Maintaining proper accounting lecords, which disclose with reasonable accuracy at any
tirne the financial positiorr of the ALrthority;

(iii)Designing, implerrentirrg and maintaining intcrnal controls relevant to the preparation and
fair presentation of the firrancial statements, and ensuring tlrat they are free fi'om
matelial misstaternents, whether due to en'or or fi'aud;

(iv)Safeguarding the assets of Authority;
(v)Selecting and appIying appropriate accour-rtir-rg poIicies; and
(vi)Making accounting estimates that are reasonable in the prevailing circurnstances.

The Board of Directors accepts responsibility for the Authority's financial staternents, which have
been prepared using appropriate accounting policies supported by reasonable and prudent
judgernents and estimates, in conformity with lnternational Public Sector Accounting Standards
(IPSAS) and in the manner required by thc PFM Act and thc State Corporations Act. The Dilectors
are ol-the opinion that the Authority's flnancial statenrents give a true and fhir view of the state o{'
Authority's transactions during the financial year ended 30tl' June, 2016, ancl of the Authority's
firrancial position as at that date. The [)irectors further confirm the completencss of the accounting
records maintained for Authority, which have been relicd upon in the prcparation of the Authority's
financial statelnents as well as the adcquacy ol-the systcms of interna[ financial control.

Nothing has come to the atterrtion of the Directors to irrdicate that the Authority will not rernain a
going concern for at lcast thc ncxt twelve rnouths fi'om thc date ol'this stateurent.

Approval of thc financial statements

'fhe Authority's financial staternents wcrc apploved by thc Board on 2l st September,2016 and
signed on its behalf by

.(

at

Eng.
Chai

CBS, IIIEK. ITCI: Cl'>A. A. C. Mitei
Director

Eng. Pcter Munclinia
Dircctor Gencral
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REPUBLIC OF KENYA

Telephonc: +25 4-20-3 42330
Fax: +254-20-311482
E-mail : org@oagkenya.go.ke
Website: www.oagkenya. go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR.GBNERAL
REPORT OF THE AUDITOR.GENERAL ON KENYA NATIONAL HIGHWAYS
AUTHORITY FOR THE YEAR ENDED 30 JUNE 2016

REPORT ON THE FINANC]AL STATEMENTS

I have audited the accompanying financial statements of Kenya National Highways
Authority set out on pages 1 to 27, which comprise the statement of financial position
as at 30 June 2016, and the statement of financial performance, statement of changes
in net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information, in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the 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.

Management's Responsibility for the Financial Statements

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 such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

The 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.

Auditor-General's Responsibil ity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 48 of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions. Those standards require compliance with ethical requirements and that the
audit be planned and performed to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that

Report d'the Auditor-General on the Financiul Stutement.s of Kenlta Nutional Highvuys Authority.fir the year
ended 30 .lune 20I 6

Promoting Accountability in the Public Sector
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are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Authority's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overall presentation of
the financial statements.

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

Basis for Qualified Opinion

1. Property, Plantand Equipment

The property, plant and equipment balance of Kshs.265,512,943,091 as at 30 June
2016 excluded undetermined value of land and houses occupied by staff in south rift
region from which the Authority earned an income of Kshs.1,158,200.00 during the
year. ln the circumstances, the accuracy and correctness of property, plant and
equipment balance of Kshs.265,512,943,091 as at 30 June 2016 could not be
confirmed.

Northern Corridor Transport lmprovement Project Credit Nos. 3930-KE and
4571-KE - Special Account Reconciliation Statement

Although the project financial statements shows that Kshs.3,350,700.00 was withdrawn
from the special account and paid to the project account, the audited special account
statement from the National Treasury shows that USD 0.00 (Kshs.0.00) was withdrawn
from the account to finance project activities. Reconciliation between the two records
has not been prepared.

3. Kenya Transport Sector Support Programme IDA Credit No. 4926

3.1 Rehabilitation of Kisumu-Kakamega Road Section (Lot 1)

The Contract awarded to M/s China Overseas Engineering Group Co. Ltd at a contract
sum of Kshs.4,452,053,438.28 for a contract period of two years. The project
commenced on 5 January 2013 and was originally scheduled to be completed in
October 2015 after an extension of time was awarded to the contractor revising the
completion date to 10 October,2016.

Monthly progress report No. 41 of June 2016 shows that the percentage of time elapsed
was 93% while the physical works completed was at 54o/o dn indication of slow
progress in project implementation. Further, audit inspection of the project on 7 October,
2016 revealed that the project was on going at a slow pace.

ln addition, the contract sum was revised by an additional Kshs.3,509,473,923 to
Kshs.7,961,527,361.84 a variation of 78.8% contrary to the Public Procurement
Disposal Act, 2005 thereby contravening the law.

Report o/' the Auditor-General on the Financial Statements of' Kenya Netional Highways Authority.for the ltear
ended 30June 2016
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3.2 Rehabilitation of Bachuma Gate-Maji ya Ghumvi Section of Nairobi-
Mombasa Road (A109)

The project was awarded on 10 December,2013 to M/s China Dalian lnternational
Economic and Technical Co-operation Group Co Ltd at a contract sum of
Kshs.4,986,218,100.73 for a period of 24 Months commencing 3 November, 2014 to 2
November,2016 with a defects liability period of 12 Months. Monthly progress report of
June 2016 shows that the percentage of physical works completed was 20o/o while
percentage of time elapsed was 79% an indication of slow progress in project
implementation which may lead to escalation of project costs.

3.3 Construction of three (3) interchanges along A104 at Nyahururu turnoff,
Njoro turnoff and Mau Summit

The contract was awarded to M/s China Railway No10 Eng Group Co at a contract sum
of Kshs.2, 690,008,029.77 for a period of fifteen Months. The project commenced 2
February, 2015 and was originally scheduled to be completed on 2 May, 2016.
However, an extension was granted revising the completion date to 2 October, 2016.
Monthly progress report no. 13 of June 2016, showed that the percentage of time
elapsed was 85% while the physical works completed was 160/o an indication of slow
progress in project implementation which is likely to lead to escalation of project costs.

3.4 Rehabilitation of Kakamega-Webuye Road

The project was awarded on 18 January 2012 to a construction company at a contract
sum of Kshs.2,505,924,536.66. The works commenced on 1 April 2013 for a period of
24 months with a completion date of 31 March 2015. The project is financed by the
World Bank and the Government of Kenya at75o/o and 25o/o respectively.

Evidence available indicated that notice of termination of the contract was issued on 8
May 2014 due to contractor's non- performance. However, the contractor obtained a
court injuction stopping KeNHA from removing equipment from the site and it is not
clear the effect the court decision may have on the project.

Kenya Transport Sector Support Programme IDA Gredit No. 4926
Unsu pported Expenditu re

As reported in previous year, an expenditure of Kshs.3,778,139,482 in the statement of
receipts and payments for the year ended 30 June 2015 included an amount of
Kshs.11,015,603 described as miscellaneous payments and explained in Note 8.7 as
bank corrections. Although management has explained that these were bank
corrections, the letter from the bank dated 5 November 2015 clearly stated that the
interest rate of 8% was for period November 2013 to July 2014 and not July 2014 to
June 2015 which was the period for the financial statements under audit.

Report o/'the Auditor-General on the Financial Statements of Kenya National Highways Authority.for the year
ended 30 June 2016
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ln addition, the breakdown of the total of Kshs.1 1 ,015,603 as well as the terms between
the Authority and the bank were not availed for verification. ln the circumstances, the
propriety of the expenditure of Kshs.1 1 ,015,603 could not be confirmed.

5. Periodic Maintenance of Mombasa Miritini (A 109) Road

As reported in the previous year the contract for the above maintenance works was
awarded to M/s Talewa Road Construction Ltd. at a contract sum of Kshs.341,180,245
with commencement and completion dates of 26 January 2012 and Septembe12012 (8
months) respectively. Evidence available indicated that the contract was terminated
after poor performance by the contractor when total payment to the contractor stood at
Kshs.144,146,778.76 (42.25Yo of the contract sum).

After termination, the remaining works were repackaged and awarded to M/s S.S.
Mehta through direct procurement at a negotiated contract sum of Kshs.292,656,590
contrary to Section 50 of the Public Procurement and Disposal Act, 2005. Further, the
negotiated contract sum of Kshs.292,656,590 brings the total contract expenditure to
Kshs.436,803,368, an increase of Kshs.95,623,123 or approximately 28o/o from the
original contract sum of Kshs.341 ,180,245.

A review of the contract during the year 201412015 revealed that the contract sum had
been varied by a further Kshs.63,330,409 thereby raising the contract sum to
Kshs.355,987,000 and further escalating total expenditure for the Project to
Kshs.500,133,777 or 46.60% above original contract price of Kshs.341 ,180,245.

Although management has explained that the escalation of Project costs was due to
configuration of roads, roundabouts and traffic redirection around Changamwe area to
facilitate faster exit of trucks due to Government directive, it has not been possible to
confirm whether the Authority got value for money on the total expenditure of
Kshs.500,133,777 .

Bush Clearing in preparation of official opening of the Multinational Arusha-
Namanga-Athi River

As reported in the previous year, the road was officially opened by His Excellency the
President of the Republic of Kenya in 28 November 2012. Examination of records,
documents and payment vouchers relating to the above project revealed that the tender
committee on its 91st meeting held on 6 November 2012 considered and approved
direct procurement of M/s Sinai Construction Co. Ltd of P.O. Box 71273-00622 Nairobi
to execute Bush Clearing in preparation of official opening of the road. This was
contrary to the Secretariats recommendation that a more competitive method of
procurement be used. The Authority went ahead and initiated negotiations with Sinai
Construction Co. Ltd in which the scope of works, rates and the contract price was
agreed at Kshs.11,595,415.50. The negotiated works were approved by the Tender
Committee in its meeting held on 22 November 2012.

Report of the Auditor-General on lhe Financiul Statements of Kenya National Highways Authority for the year
ended 30 June 2016
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Although management explained that the direct procurement was occasioned by
information that the Heads of States of East African Communig were to travel by road
for double launch of the road at Kenya-Tanzania border and subsequently at Athi River
and the visibility along the corridor had to be enhanced for security purposes, it was not
possible to confirm that the Authority got value for money from the expenditure of
Kshs.1 1,595,415.50.

Nairobi Southern By Pass Road Project Loan No. China Exim Bank PBC No.
(2011) 32 Total No. (183 No. (140203030520112115281 - Project
lmplementation and Nugatory Expenditure

The Project was awarded to China Road and Bridge Corporation at a contract sum of
Kshs.17,199,793,766 which was revised to Kshs.18,790,462,192.83 as at 30 June 2016
and commenced on 2 July 2012with revised completion date of 30 June 2016. A review
of the project during the year under review indicates that although the project was 99.1 %
complete according to progress report no. 48 of June 2016, the cumulative expenditure
of Kshs.18,144,505,971 included an expenditure totaling Kshs.369,675,034 (201412015
was Kshs.236,261,048) incurred in payment of interest on delayed certificates which is
a wasteful expenditure.

Northern Corridor Transport lmprovement Project (lDA Credit No. 3930 - KE
and 4571 - KE - Rehabilitation of Kericho - Mau Summit (Bl) Road Section

As reported in the previous year's audit report, the contract was awarded to a contractor
on 26 October 2009 at a contract sum of Kshs.6,832,657,486.36. The contract
commenced on September 2010 for a contract period of 24 months with the expected
completion date of 15 September 2012. However, a review of the project during the
year under review has indicated that after several extension of contract period, the
project was inspected for substantial completion on 29 May 2015, and recommended
for take over with effect from 4 March 2015. However, an expenditure amounting to
Kshs.148,054,139 has been incurred to pay interest on delayed payments which
amounts to wasteful expenditure.

9. Construction of Thua Bridge and Approaches

The contract was awarded to M/s KIU Construction at a cost of Kshs.424,605,676.74
for 16 months with 24 months defect liability period. The contract was however
extended to 21 August 2015.

As per KeNHA/TC1461A1335812015, the tender committee members through circulation
for concurrence on 18 February, 2015 considered and approved the interim extension
of time of sixty days for works contract from 22 February, 2014 to 21 April 201 5 and use
of direct procurement method to procure supervision consultancy services for the
project.

However, it was observed that the Authority paid interest on delayed payments
amounting to Kshs.70,585,085.95, Kshs.53,723,192.77, Kshs.70,333,782.26 to

Report ol' the Auditor-General on the Financial Statements of Kenya National Highways Authority.for the year
ended 30 .lune 2016
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Contractors awarded rehabilitation of Laruk - Marpello Road Construction of KCC-
Sotic/Ndanai - Gorgor Road and Construction of Masara, Suna-Kehancha and
Reinstatement of Awendo-Mariwa Road respectively. The total payments amounting
to Kshs. 1 94,642,060. 98 was wasteful expend itu re.

10. Consultancy Services for Management Contracts of Weighbridge Stations
across the National Road Network

10.1 The Contract

Kenya National Highways Authority (KeNHA) has privatized the management and
operations of all overloading control centers also known as weighbridges on major trunk
roads. The objective of this exercise is to attain a sustainable and safe road network
by ensuring that axle loads applied to road pavements are not exceeded. The
weighbridge stations were divided into five clusters for the purpose of these
management consultant contracts.

10.2 Request for Expression of lnterest and Request for Proposals

lnterested firms were invited for expression of interest after which selected four
consultancy firms were shortlisted. The shortlist was approved by the Tender
Committee in their meeting held on 21June 2012. Request for Proposals (RFP) were
issued to the shortlisted firms on 25 July 2012.

10.3 Proposal Response and Evaluations

The firms returned the RFP depending on the cluster for evaluation and as detailed in
table below (10.5). However, only one firm was found to be responsive upon preliminary
evaluation in all clusters and was awarded the contracts after technical and financial
evaluations. The reasons for the rest being non-responsive were having provided bid
bonds valid for 120 days instead of 150 days.

10.4 Tender Committee, Award and Negotiations

The Tender Committee in their meeting No. 92 held on 22 November 2012 approved
the award of the five contracts to M/s SGS Kenya Limited being the only evaluated
tenderer. The consultant was notified of the award on 22 November 2012. This was
followed by negotiations between the KeNHA and the consultant on 11 December 2012.
The contracts were later signed between the two parties on 04 February 2013 and order
to commence given on the same date.

10.5 Tender Sums Visa Vis Engineers Estimates

Examination of records and documents relating to these consultancy contracts revealed
that the tender sums may not have been competitive and consequently exceeded the
engineers estimate by a total of Kshs. 1 ,177 ,105,157.53 as follows.-

Report of the Auditor-General on the Financial Statements of Kenya National Highways Authority.for the year
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No Weighbridge

Station Cluster

Engineer's

Estimate

Contractor's

Tender Sum

Variance

1 Webuye, Malaba and
Eldoret cluster plus
adiacent road network

263,978,880.00 519,321,725.85 255,342,845.83

2 Gilgil and Mai Mahiu
cluster plus adjacent
road network

287,508,320.00 508,704,606.32 221,196,286.32

3. Mariakani and Mtwapa
cluster plus adjacent
road network

361,605,640.00 532,728,641.29 171,123,001.29

4. Athi River, Thika Road
and lsinya cluster plus
adjacent road network

340,277,300.00 650,869,902.86 310,592,602.86

5. Busia, lsebania and
Kisumu cluster plus
adjacent road network

233,354,880.00 452,205,301.23 218,850,421.23

Total 1.486.725.020.00 2.663.830.'177.53 '1.177.105,157.53

10.6 Exhaustion of Contract Sums

Examination of payment vouchers relating to these consultancy contracts revealed that
so far and although the contract sums were not exceeded, the consultant has been paid
in excess of the contract amounts in some items as shown below:-

Report of the Auditor-General on the Financial Statements of Kenya National Highways Authority.for the year
ended 30 June 20 I 6
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No Weighbridge

Station Cluster

Item Description PC
No

Amount in
Contract

Kshs.

Amount
paid Kshs.

Excess
paid Kshs.

1 Webuye,
Malaba and
Eldoret cluster
plus adjacent
road network

Engineer's
superintendence

23 30,500,000 51,231,331 20,731,331

2 Gilgil and Mai
mahiu cluster
plus adjacent
road network

Engineer's
superintendence

23 25,250,000 56,779,292 31,529,292

3. Marakani and
Mtwapa cluster
plus adjacent
road network

Engineer's
superintendence

20 41,000,000 64,610,257 23,610,257

4. AthiRiver, Thika
Road and lsinya
cluster plus
adjacent road
network

Management
Operations

and

Engineer's
superintendence

137,005,163

41,000,000

199,238,074

75,579,724

62,232,911

34,579,724



5 Busia, lsebania
and Kisumu

Cluster plus
adjacent road
network

Management
Operations

and

Engineer's
superintendence

23

23

76,704,263

18,400,000

120,717,343

47,874,683

44,013,080

29,474,683

Total 369,859,426 616.030.704 246,171,278

ln the foregoing, the Authority breached the law and it is not possible to confirm whether
the Authority obtained value for money in these contracts.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of Kenya National Highways Authority as at 30 June 2016, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Kenya Roads AcL,2007.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

31 July 2017
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KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements for the y.u..na.a 30il,June 2016xI. STATEMENT OF FINANCIAL PERFORMANCE

For the year ended SO "lune ZOiO

Note 2015-2016 2014-2015

Revenue from non-exchange transactions
Road maintenance contri butions
Fines. penalties and levies
Transfer from other Covernment.s _Recurrent
expenditure

Revenue from exchange transactions
Rental revenue lionr l-acilities and .lup,r.n,
Finance income-external investments
Other income

e.581 .079.900
511,766.259
344,426,515

Kshs

9.926.947,361

381,862.s02
203,206.266

Kshs

3

I
5

10,137,272,674 10,41I ,gl6,l2g

6

7

8

I 
" 
I 58.200

621,687.899
44,279,995

I .l 73,500
463.990,835

27,733.036

Total revenue 667,12 5,994 492,897.371

-

10,904,913,500

Expenses

Road maintenance and axle load expenses
Ernployee costs
Board Expenses
Depreciati on and amort ization expense
Repairs and maintenan0e
General expenses
Project Aclm in istration expenses
F'inancc cclsts

Totrl expenses

Other gains/(losses)
Gain on sale of assets
Provision ibr doubtful debtors
Loss on fbreign exchange transactions
Proflt on fbreign currency translations
(Deficit)/Surplus for the period

10,349,592,726 9,964,342,919

9

10

lt
t2
t3
lt

j

15

ll ,104,399,65g

8.397.5 17,376
1.029.379,626

47.266.390
146.101.463

80.264.627
301.397.824
344.426.5ts

3.228.905

309,894
(7 .71 s.362)

(942,017)
12.535.487

9,345,022,412
g25,0gg,ggg

56.412,245
80.860.220
61.767 .495

2gg,5gg,6g l
203,206,266

3,396,61 1

16

17
t8
19

285.00(r

(43.241)
706,975

759,103,934 g4l,4lg.2l5

The notes set out on pages 6 to 2l form an integral part of the Financial Statements

lli';rge



KET\IYA NATIONAL HIGHWAYS AUTHORITY- Financial Staternents fbr the year ended 30tl'June 2016

XII. STATEMBNT OF FTNANCIAL POSITION
As at 30 June 2016

Assets
Current assets
Cash and cash equivalents
Receivables from non- exchange transactions
Receivables from exchange transactions
Inventories
Total current assets

Non-current assets
Property, plant and equipment
Intangible assets

Total non-current assets

Total Assets

Liabilities
Current liabilities
Trade other payables from exchange transactions
Refundable deposits fi'om customers
Provisions
Total liabilities

Net assets
Reserves
Accumulated Sulplus

22,917,409,009 23,493,920,960

Note 2015-2016 2014-201s

20
21

22
23

24
25

26
27
28

Kshs

10,394,535,104
8,244,431,278
4,273,565,805

4,876,822

Kshs

8,725,500,883
12,875,1 84,718

I ,888,63 1,130
4,604,229

265,512,943,091
94,607,318

215,017,181,726
74,958,545

265,607,550,409 215,092,140,271

288,524,959,,418 238,586,061,231

25,494,924,103
ll'7,245,106

12,103,191

18,837,189,292
101,296,916

12,367,161

25,624,272,400 18,950,853,369

262,900,687,018
258,061 ,269,046

4,839,417,972

219,635,207,862
215,604,375,460

4,030,832,402

Total Net assets and Liabilities 288,524,959,,418 238,586,061,231

The Financial Statements set out on pages I to 5 were signed on behalf of the Board of Directols by:

Eng. Peter M. Mund
Director General

Eng. E gera, C'BS, I'lEK, IICE
Chairma4 of the Bo of Directors

23 t'tl Scptem ber', 2016 23rdS cptcm t6
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KENYA NATIONAL HIGHWAYS AUTHOITITY
Financial Statements for the year endecl 30tl' June 2016

XIII. STATEMENT OF CHANGES IN NET ASSETS
For the ycar endcd 30 Junc 2016

Accumulated
Surplus

Surplus for the period
Government Grants

Transfers from Accumulated
Surplus
Balance as at 30th June 2015

941,419,215

3,848,720

Reserves

Grants Total
Kshs Kshs

Balance as at 30th June 2014 3,085,564,467 151,298,648,686 154,384,213,153

Surplus for the period
Government Grants
Transfers to Accumulated Surplus

Balance as at 30th June 2016

64,3 o s,7 26,7 7;_ *,Zt! 
;l!ir;X

4,030,832,402 215,604,375,460 219,635,207,862

759,103,934
42,4 5 6,gg 3,5 g;_ *,11?;lr:1 

r',?;i49,48t,636

4,839,417,972 258,061,269,046 262,900,687,018
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A NATIO AL HIGHWAYS AUTHORITY
S for the year ended 3Oth June 2016

ST OF CASH FLOWS
For the ended 30 June 2016

Note 2015-2016 2014-2015
Kshs Kshs

flows by/from operating 31 9,202,172,817 (13,729,685,856)

from ng activities

''fIv

Net

of , plant and equipment
from sale disposable items

of assets

Income

Net flows in investing activities

Cash from activities
from

Net flows financing activities

Cash

Cash cash eq at end

(49,990,032,182) (47,879,131,738)

42,456,893,586 64,305,726,774

(50,594,165,696)
2,094,398

(19,648,773)
621,687,889

(48,315,010,98D
800,000

(28,911,584)

463990,835

Net

42,456,893,586 64,305,726,774

)in cash and cash equivalents 1,669,034,221 2,696,909,180

cash equi at the beginning 8,725,500,883 6,028,591,703

__19t21f11191 8,725,500,883

20

20
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KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statenrents for the year ended 30tl' JLrne 201 6

NOTES ON MATERIAL VAIIIANCES BETWBEN BUDGETED & ACTUAL
AMOUNTS.

a)Road Maintenancc Contributions
The variance was due to the lact the budgeted arnourrts included carryover fuuds fi'orn
FY 2014/2015 which had already been realised as income in that year.
The significant change from the origirral budget was occasioned by the budget
reallocation of road maintenance levy allocation fi'om recurrcnt to development vote
of Kshs. 2,486,000,000 by Parliarncnt during the budget revision.

b)Fines, Penalties & Levies
The incorne frorn weighbridges was substantially above budget due to the authority's
continued enforcement of the Kenya National Highways Authority Itegulations; legal
notice no.86 of l0tl'May 2013. The ongoing installation of fibre optic, unclerground
power transrnission lines and water pipes enhanced road cutting fees collection as

well.
c)Finance Income

The favourable variance was as a result of increased interest rnainly fi'orn the call
deposit investnrents. The Authority endeavoured to negotiate the best rates in the
rnarket. This coupled with the high interest rates experienced in the market during the
second and third qLlarters led to the favourable performance.

d)Other Income
The perforrrance of these incomes was above the budgeted level in the year due to the
income realised from liquidated dan-rages and h'orn disposal of assets.

c)Road Maintenance & Axle Load llxpenscs
The unfavourable variance was as a result of sorne road uraintenance works stretching
over to the following financial year 201612017. Procurernent fol the works was done
in the last quarter of the year.

I)Compensation of Employees
The budgeted amounts included ar1 alllotmt fbr staff bonus whose approval process

had not been cornpleted by 30.06.2016 thus the slight below bLrdget performance.
g)Board Bxpenses

Board activities took place within the finanoial yeal as planned. Ilowever. overseas
travel was minimal rvithin the year thus the variance.

h)Repairs & Renervals
Repairs and maintcuauce activities werc undertakerr within the year as planned r.vith

sorne of the contracts stretching to the financial year 201612017.
i)Depreciation

The depreciation chalge is a uon-cash itcm not usually budgetcd for'.
j)General Expenses

The variancc \,vas a result of contrercts lbl plot'essioual f-ces. research and strategy and
rent stretching to tlre financial year 201612017.

k)Provision for cloubtful dcbts
Tlris was a specific provision tbr road lescrve use f-ees as per petition nos.300 of 2014
arrd 490 of 2014 which restrained the ALrthority from levyirrg charges on outdoor
advertiserlerrts which is an exclusive lirnction ol'the couuty governrnents.

l)Loss on foreign exchange transactions
This emanated fronr transacl.ious in our dollar dcnorniuated account at NIC bank.

These transactions rvele weighbridge trausgression f-ees deposits.
m)Profit orr foreigrr currenclr transactious

This euranatccl fi'orn tlansactious irr our dollar derronriuatccl account at NIC bauk for'

weighblidge transgt'ession t'ccs dcposits and a liquidatecl coutract advance gLlalantce

tlrat rvas trauslatecl at contract latc. Thc prolit ivas as n restrlt of the rate used lbr
trauslatiorr at the lcporting datc.
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KBNYA NATIONAL HIGHWAYS AUTHOITITY
Financial Staternents for the year ended 30th June 2016
Notes to the Financial Statements (Continued)

XVI. NOTES TO THE FINANCIAL STATBMENTS

l.(a)Statement of compliancc and basis of prcparatiorr

Section 192 of the Public Finance Management (PI]M) Act,20l2 provided fol the sctting up

of the Public Sector Accounting Standards Board (PSASB).The Cabinet Secretary, National
Treasury, gazetted ntembers of the Board througlr Gazc|te Notice No. I 199 of 28 I'-ebruary
2014. I"ollowing the Board's approvaI on the adoption of 'l'he International Public Sector
AccoLrnting Standards (IPSAS) for non-conrrnercial entities, the Authority has adopted the
pronouncements made by tlie IPSAS board in prepalation of its current year financial
statements.

TIte financial statements are presented in Kenya shillirrgs, which is the functional and
Leporting currency of the Authority. The accounting policies have been consistently applied to
all the years plesented.

The financial statements have beeu prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using tlie direct method. The financial
statements are prepared on accrual basis.

I (b) Standards and intcrprctations affecting thc reported results of financial position
The International Public Sector Accounting Standards Board (IPSASB) has not issued any
trew standards that are eff-ective in the year ended 30 June, 2016.

2.Summary of significant accounting policies

a) Revenue recognition

i)Revenue from non-exchange transactions

Fines, penalties & Lcvies
The Authority recognizes revcnLres fi'onr fees, taxcs and fines when the cvent occurs artd the
asset rccognition criteria is rnet. 'l'o the extent that there is a lelated condition attached, that
would give rise to a liability to rcpay the amount, defcrred incomc is rccognized instead of
revenLre. Other non-exchange l'evcrlues are lecognized when it is probable that the firture
economic benefits or scrvice potential associatcd with the asset will flow to the Authority and
the fair value of the asset cau be mcasured reliably.

Transfcrs from other government cntities
Revenues from uon-exchangc trausacLions with other govenlncnt entities are nleasured at thir
value aud lecognized on obtaining control of the assct (cash, goods, selvices and ptoperty) if
tlte transfer is fi'ec fl'orn conditiorrs and it is probable that thc economic berrcflts or selvice
potential relatcd to the asset rvill llorv to the Authority ancl can be rreasurcd rc'liably.

ii)llcvcnuc from cxchzruge transactions
a)Intercst and othcr incomcs
Interest incorne is accnred usirrg the elli:ctivc yicld rnethod. I'hc ef-fcctivc yicld discounts
estiurated future cash leceipts through thc expectcd Iife of thc financial assct to tlrat ersset's

nct carrying an-rorrnt.'['hc nrcthod applics this yield to the principal outstanding to dcterrnine
iutcrest incorne each ltcriocl.
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KENYA NATIONAL HIGHWAYS ATJI'HOItIl'Y
Financial Staterlents for the year enclccl 30tr' Junc 201(r

Notes to the Financial Statemcnts (Corttinued)

Other income relates to incornes that arise fiorn rniscellaueous activities thatare not primarily
aimed at raising reveuue.

b)Budget information
The annual budget is prepared on the accrual basis whcre all planned costs and incotre arc
presented in a single staternent to determine the rreeds of the Authority. As a Lesult of the
adoption of the accrual basis lbr budgeting purlloses, therc are no basis for tirring differences

on the Authority that would require reconciliation between the actual comparable arnounts
and the amounts presented as a separate additional firrancial statement in the statement of
cornparison of buclget and actual ar.r1our.rts.

c) I'roperty, plant and equi;rment
All property, plant and eqLriprnent al'c statcd at cost less accuu'rLrlated depreciation and

impairment losses. Cost includes cxpcrrditure that is directly attributable to the acquisition of
the items. When significant parts ol'property, plant and equipnrent are required to be replaced

at intervals, the Authority recognizes such parts as individLral asscts with specific useful lives

and depreciates thern accordingly. I.ikewise, when a major irtspection is perfortned, its cost is
recognized in the carrying an-rount of thc plant and equiprnent as a replacemertt if the
recognition critcria are satisfled. All other rcpair and maintenance costs are recognized in
surplus or deficit as incurrcd. Wherc arl asset is acqrrired in a norr-exchange tratrsactiou fbr nil
or nomirral considcration the assct is initially measurecl at its fair value.

Dcprcciatior-r is calculatcd on straight line basis at annual rates estinratcd to write off the cost

of the Asset over expected useful lives.
TIre annual depreciatiorl rates in use are:-

a.Corr-rputer llquipment & Accessories 33.3%

b.tC'l' Irrfrastrurcturc and 'l'elephony 33.3o

c.Motor Vchicles 25.0%

d.Ofllce Equipnrent and Irurniture 12.5%

e.Office l)artitioning and fixtules 16.7%

l'.Plant & Machinery 10.0%

g.l)Lrildings 2.5%

Au itern o1'property ancl equipmcut is cle-recognised upon disposal. Any gairt or [osses ott de-

recognition of the assct is inclLrded in thc Statcmeut o1'Financial l)erfbrurance in the yeartlle
asset is de-recognisecl.

cl) Lcascs
Operating leases arc lcascs that do uot trausfcr substantiztlly all the risks artd bencfits

incidental to owncrship of the leasecl itenr to the Authority. Operating lease payureuts arc

recognized as an opel'ating expeusc irr surplus or dellcit ort a stlaight-line basis over thc lease

tenn.
Non-cartcellable operating lcasc t'etttals are 1;ayable as lbllou's

8l
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KENYA NATIONAL HIGHWAYS AUTHOITITY
Financial Staterncnts fol the year enclecl 30(l' June 2016
Notes to thc Financial Statements (Continued)

Not Latter than one year

Later than one year and not later than three years

Kshs
67,766,677

133,441,625

Kshs
89,714,915

186,441,625

201,208,302 276,156,540

The Authority leased head office prernises under two operating lease. The leases typically
runs for 6 years with an option for rerrewal Lrpon expiry on 30 Novcmber, 2017 and 30 March
2019 respectively.
Lease payments are increased according to the contract stipulations. The Board does not have
an option to purchase the leased asset at the expiry of the lease period. There are r1o

contingent rents recoglrised in the statement of financial perforrnance.
c) Intangible asscts
Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a nou-exchangc transaction is their fair value at the date of the exchange.
Irollowing initial recognitiorr, intangible asscts are carricd at. Internally generated intarrgible
assets, excluding capitalized development costs, are not capitaliz-ed and expenditure is

reflected in surplus or deficit in thc period in which the expenditure is incurred. The only
intangible assets in the Authority's books of accounts are computer software.
The r"rseful life of these intangible assets is assessed as irrdefinite.

f) Rescarch and developmcnt costs
The Authority expenses research costs as incurred

g) Financial instruments
Financial Assets
Initiul recogttiliou ottd meosut'enrcrtl
IrinanciaI assets within tlie scope of ll'>SAS 29 Financial Instruments: Recognition and
Measureurent are classified as financial assets at l'air value through sr"rrplus or deficit, loans
and receivables, held-to-nraturity investurents or available-for-sale fiuancial assets, as

appropriate. The Authority dctermines Lhe classification of its financial assets at initial
recognition.

Impairment of finonciol tssels
-fhe Authority assesses at each reporting datc whetlier there is objective evidence tlrat a

financial asset is inipaired. A firrancial asset is deerred to be impaired iI. and only i_f. thcre is
objective evidence of irrpairrncl'lt as a result of one or rnore eveuts that has occurred after the
initial recognitiou of the asset (an iucurred 'loss event') and that loss event has an iurpact orr

the estinratcd lirturc cash flows ol-tlre Ilrrarrcial asset czu-r be reliably estimated. Ilvidence of
itrpairmerrt may include the following indicators:

F'['hc debtors o1'thc Authority ale cxperiencing sigrrificant financial dilficulty
F Default or delirrquerrcy irr intcrest or principal payments
)The probabilitl, that debtors u,ill cntcl barrkruptcy or other financial reorganiz-ation
)Observable data indicatcs a ureasurable dcclease in estirnated future cash flows (e.9.

changcs in arrears or ecorrouric conditions that correlate with delaults)

It) Fitrtt rtc i ul I iu b i I it ies
Irtitiul racogttiliort attd nteasut'etrtettl
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KENYA NATIONAL HTGI{WAYS AUI'HOITITY
Firrancial Staterrents for the ycar endcd -iOtl' JLrnc 2016
Notes to the Financial Statements (Cotrtinued)

Firrancial liabilities within the scopc ol-IPSAS 29 arc classified as financial liabilities at fair
value through surplus or deflcit or loans and borrowings, ns appropriate. 'l'he Authority
detern-rines tlie classification of its hnancial liabilities at initial recognition.

All financial liabilities are rccognized initially at lbir value and. in the casc ol'loans and
borrowings, plus directly attributable trausaction costs.

Locttts and borrowitrg
Alier initial recognition, interest bearirrg lozrns ernd borrowings are subsequently ureasured at
arnortized cost using tlie effective interest methocl. Gains and losses are recognized iu surplus
or deficit when the liabilities are derecognized as r,vell as through the elfective interest
method arrortizatior.r process.

Arnortized cost is calculated by taking into account auy discount or preuriunr on acquisition
and fees orcosts that are an integral part of the el'fective interest rate.

i) Financial Risk Management

The Authority has initiated and facilitated tlre process that will see the enhancement of risk
nlanagemerrt. J'he Authority has au integrated risk rnanagerlent fi'anreworlJstrategy. 1'he

ALrthority's approach to risk manager.l"lent is bascd orr risk govenrance structurcs. risk
marlagelnellt policics, Lisk idcntiflcatiorr. nleasul'enlcnt- monitoring arrd reporting. 'I'he risk
ntanagernent policics ancl systerns are revicrved regularly to ensure they are in tandern with
the rnicro and rnacro environment. r'egulator'l,guidelines, industry practicc, nrarket corrditions
as wcll as the services oflbred.
The following risks arise in regard to Iluarrcial instruureuts such as 1;ayatrles. receivables and

cash and cash equivalents held by the Authority;

a) Liquidity l{isk
Liquidity risk is the risk that the Authority rvill rrot have sulficient financial rcsources to rneet

its obligations when they lall due or rvill havc to clo so at excessive costs.'l'his risk can arise

fi'om rlismatches in the tinring of cash llolvs lronr revcnlrc and capital/olrerational outllows,
assets and liabilities according to thcil nraturity profilcs and can occur whclc caslr l1or.v

streanls have been discontinucd. ctc. Irunding risk ariscs rvhen the nccesszu'y liquidity to fund

illiqLrid assct positiorrs canr.rot Lre nret at expectecl terrns and rvhcn requiled.

The objective o[' the liqLridity ancl lirrrclirrg nranagcnrent is to enslrre that all lbresceable
operatioual, capitaI and loan conrrnitrnent expendittrre can lrc urct uncler botlr normal and

stressed conditions and thc urisuratch is corrtrollccl in line rvith allorvablc risk lcvcls.

Belorv is the undiscountcd cash f'lorvs orr thc ALrtlrority's flrrancial assets and liabilities on thc
earliest possible contractuzrl/nrtrtLrrity clatc.'l'he licluiclity ratiort in FY 20l5il6 is 0.90 ( FY
201412015 : 1.24)

Note 2015-2016 2014-20t5
Kshs Kshs

Financial Assets
Cash and cash equivalents
Receivables ti'orn non- cxchange

l0l

20
)1

r 0.394,535, 104

8.244,431,278
8,725.,500,883

12,875,184,718



KENYA NATIONAL HIGHWAYS AUTHOITITY
Financial Statements for the year errdcd 30tl' June 2016
Notcs to the Financial Statements (Continuei)

transactions
Receivables from exchange transactions
Total financial assets

22

Financial Liabilities
Trade other payables from exchange
transactions
Refundable deposits from customers
Total fi nancial liabilities

NET LIQUIDITY
LIQUIDITY RATIO

26

27

4,316,998,177
22,955,,964,559

25,494,924,103

117,245,106

25,612,169,209

-2,656,204,,650
0.90

I ,888,63 1, I 30
23,489,316,731

18,837,1 89,292

l0l,296,gl6
18,938,486,208

4,550,830,523
1.24

The prirnary sources of revenue for the Authority are receipts frorn fuel levy furrd artd
government exchequer. Other sources include fines and penalties as approved by the
subsidiary legislation through legal notice rro 86 of 2013.

b) Market Risk

Market risk is tlre risk that the fair value of future cash flows of financial instruments will
fluctuate because of changes in foreign exchange rates, prices and interest rates. The
objective of market risk rnanagernent policy is to protect and enhance the Statements of
Financial Positiou and .perlonnallcc by rnanaging and controlling rnarket risk exposures
within acceptable pararneters, and to optirlize the firnding of br,rsiness operatious and
facilitate capital expansiorr.'fhe Authority is exposcd to the following rnarket risks:-

(i) Currency Risk

Currcncy risk arises primarily fi'orn purchasing irnported goods and services fi'orr ovel'seas or
indirectly via local supplies. The currerrcy risk is minirnal as cash and cash equivalcnts hcld
with banks are dominated in Kenya Shillings and there are rninimal dealings irr loreigrr
crrrrency.

(ii) Irrterest I{atc Risk

l'he Authority is cxposed to various risks associated witli effccts of fluctuations in the
prevailing levels of market irrterest rates on its Ilrrancial position and cash flows. lntcrest
malgin rnay increase as a result of suclr changes but uray reduce losses in the event tlrat
tunexpected movernent ariscs.

The Authority closely morritors interest rate rnovements ancl seeks to limit its exposurc by
rureuraging the intercst rate arrd uratulity structure o1-asscts and Iiabilities orr thc statcn]ent ol
Ilnancial position.'l'he interest rates on call dcposits hcld in flnancial institutions alc llxed
and agreed upon orr nronthly basis. l-he nranagclllerrt is in rcgular contact with the approved
barrks in a bid to obtain the best interest ratcs arrd thcrcforc able to plan lor the resulting
inconre.

The intercst ratc risl< is miniural as tlrc Authority docs not havc any borror.viugs

c) Opcrational [{isk

ll l



KENYA NAI'TONAL T{IGIIWAYS AUTHOIUTY
IrinarrciaI Staterlcnts fbr thc year encled 30tl' .lune 2016
Notes to the Financial Statements (Cotttinued)

Operational risk is the risk ol'direct or indircct loss arising fi'onr a wide variety of causes
associated with the Authoritl,'5 processes" lrersorrnel, technology arrd infi'astructure and fiom
external factors other tlran crcdit, nrarket and Iiquidity risks suclr as legal and regulatory
requ irernents and gencral ly acceptable standards o [' corporate behav iour.

'l'he Authority seeks to errsure tliat key operational risks arc managed in a tirnely and effective
lulanuer throLrgh a fi'arnework of policies, proccdures and tools to identily, assess. rnonitor and
report such risks.

The Authority's ob-icctive is to mauage operational risk so as to balance the avoidance of
financial losses and damagc to thc ALrthority's reputation with overalI cost effectiveness and
to avoid control proccdures that restrict initiative and creativity.

The prinrary responsibility for the developrnent and irriplementation of controls to address
operational risk is assigned to senior management. The responsibility is supported by tlte
developmettt oI overall standards for the uranageurent ol operational risl< in the lbllowing
areas:-

. Requirenlents fbr appropriatc segregation of duties, inclLrding the independent
authorization of transact ions.
. Requireuterrts for the rcconciliation and nronitoring ol'financial transactions
. Cornpliance witl-r rcgulatory and legal requirernents
. Documentation of corrtrols and procedurcs
. Ilequireruents Ibr the yearly assessmcut of operational risks firced and the adequacy o1'

controls and proceclures to address tlrc risks identiflecl
. Developmerrt o1'Business Contingcncy Plans
. -fraining 

and professional dcvelopnrent
. Ethical and business standards
. Risk mitigation. including insurance whcrc it is effcctive.

Operational risks are docuurented in the'Errtcrlrrise I{isk Manageurent'aud are uranagcd by
the L)nterprise Ilisk Marragenrent Section establishecl to spearhead and coordirrate risk
rranagenlent activities. '['lre nreasures taken irrclude proactively identilying. analyzing and
rnitigating risks in all faccts o1'the busincss.

d) Conrpliance and Regulatory l{isk

Courpliauce aud regulatory risl< includes the risk o['non-courpliaucc r.vith rcgulatoly
recluirenrents.'the Authority lras cornpliecl r.r,ith all externally inrposed rcquircrlenl.s
thlougltout tltc vear.

e) l-egal I{isk

Legal risks is the risk of'unexpected loss. irrcluding relrutational loss. arising liour clefbctive
transactious or contracts. clzriurs bcing nradc or sonre other everrt resulting in a liability or tlte
loss fbr the ALrthority, failLrre to protoct thc titlc to arrd liabilitl,to oontrol the rights to assets

of the Authority (irrcludirrg intellectLral l)ropcrt)'right). changes in larv. or'.jurisclictiorral risk.

t2l



KBNYA NATIONAL HIGI]WAYS AUTHORITY
Irinancial Statements for the year ended 30tl' June 2016

Notcs to the Financial Statemcnts (Continued)

The Authority rnanages legal risk througlr the 'Atrdit and Risk Comrnittee', legal function,
legal risk policies and procedures and the cffective use o{' intenral contlols arrd external
lawyers.

j) Inventorics
Inventory is ureasured at cost upon initial recognition. l-o the extent that inventory was
received through non-exchange transactions (fol no cost or for a nonrinal cost), the cost ofthe
inventory is its fair value at the date of acquisition.

Costs incurred in brirrgirrg each product to its present location and condition is accounted for.
After initial recognition, inventory is rneasured at the lower of cost and current replacetrenl
cost. However, to the extent that a class of inventory is distributed or deployed at no charge
or for a nominal charge, that class of inventory is rneasured at the lower of cost and current
replacement cost.

Inventories are recognized as an expense when deploycd for utilization or consurnption in thc

ordinary course of operations of the Authority.

k) Provisions

Provisions are recognized when the Authority has a prcsent obligation (legal or construrctive)

as a result of a past everlt, it is probable that an outflow of resources ernbodyirrg econornic

benefits or service potential will be required to settle tlre obligation and a reliable estimate

can be rnade of the arnount o1-the obligation.

Where the Ar"rthority expects some or all of a provision to be reimbul'sed, for example, under

an insurance coutl'act, thc reimburselrent is recognized as a separate asset otrly whcn the

reimbursement is virtually certain.

1-he expense relating to any provisiou is presentcd in the staternent ol'financial performancc

net of arry reimbulscmcnt.

Co rtt i ngent I i u b i I it i es

The Authority does not recognize a contingent Iiability, but discloses details of arty

contingencies in the notes to thc Iinaucial staterrents, trnless thc possibility of an out{low o[-

resoLrrces embodying cconouric benef its or service potcntial is rernote.

Contingenl a.s.sel.r

The Authority does not rccognizc a contirrgent asset, but discloses details ol'a possiblc asset

whose existencc is contirrgent on the occul'rcncc or non-occun'cr1cc of onc or more uncertaitr

Iirture events not r,vhol11, rvitlrin the control ol'thc Authority in the notes to the fittancial

statements. Contingent asscts are assesscd continLrally to eusulc that developments arc

appropriately rellectcd in thc llnancial statenrents. II- it has bcconrc virtually certain that att

inllow of econonric ['rcuetlts or sclvice potential will arisc and thc assct's value catt be

13 
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KE,NYA NATIONAL HIGI{WAYS AUTHORITY
Financial Statements fbr the year ended 30tl' June 2016

Notes to the Financial Statements (Corttinued)

rneasured reliably, thc asset and the related revenuc are rccognized iu the llrrancial statelnents

of the period in which the change occlrrs.

l) Nature and pur;lose of reserves

'l'he Authority creates and uraintains rcserves in terrrs of specific requirernents. The

Authority rnaintains granls and surplus l'eserves. 'l'[re grant reserves are exchequer and donor

funds received fi'om the Government and Developurent Partners lbr developrnent of roads.

The surplus reserve represents the surplus or def rcit of lload rnaintenance contributions ancl

other internally generated hrnds against road urainteuance and operation expenses.

m) Changes in accounting policies and estimates

l'he Authority recognizes the effects of changes in accor.rnl.ing policy retrospectively. l-he

effects of clianges in accolrnting policy arc applied plospectively if retrospective application

is inrpractical.

n) Employee benefits

Retirernent benelit plans

The Authority providcs rctircrrent bencfits for its entployees. I)efined contribution plans are

post-employmellt lrencfit plaus unclcr u,hich the Authoritl, pays llxed contritrutions into a
separate fund account. and will have no legal or constructivc obligatiou to pay further

contributions i1'the fund does not hold sLrlficient asscts to pay all employee benel'its lelatirrg

to ernployee service in the currerrt and prior periods.'l'he contributiorrs to hrnd obligations Ibr

the payment of rctircmcnt bencfits are charged against irtcomc in thc ycar itr which tliey

become payable.

o) Foreign currency transactions

'll'ansactions in foreign curreucies are initially accouutcd ltlrat the rulirrg rtrte of'exclrangeou

the date o1'thc trausaction. 'fraclc creditors or debtors dcnourinated in forcign cllrrency arc

reported at thc stateurcnt of flnancial position relrorting date by applying the exchartgc rate on

that date. LJxchange dif'I'ererrces arising fionr thc scttlcnrcnt o['creditors, or [i'out the reporting

of creditors at latcs ditlcrent fi'onr those at vvhich tlrcy u,crc irritially recorded during thc

period, are recogniz-ecl as income or cxpcnses in the period irt rvhich thcy arise.

p) ltelated llarties

'l'he Authority regards a related party as a [)crson u,ith thc ability,to cxert corttrol irrdiviclually

or joirrtly. or to excrcise significant inflLreuce over tlrc Arrthoritl'. or vice verstt. Meurbcrs of-

l<ey rnanageureut arc rcgarclccl as rclatetl partics ancl conr;lrisc thc Boarcl attcl settiot'lnarlagcrs.
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Financial Statements for the year endecl 30'r' June 20 l6
Notes to tlre Financial Statements (Corttinued)

q) Cash and cash equivalents

Cash and cash equivalents cornprise cash on harrd and cash at bank, short-term deposits on

calI and highly liquid investrnents with an original maturityol'three months or [ess, which are

readily convertible to known amounts of cash and are sLrbject to insignificarrt risk of changes

in value. Barrk accolrnt balances include arnounts held at various cornmercial barrks at the end

of the financial year.

r) Comparative figures

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

s) Significant judgnrents and sources of cstimation uncertainty

The preparation of the ALrthority's firrancial statemcnts in conformity with IPSAS requires

lnanagernent to rnake judgments, estimates and assumptions that alfect the reported aulounts

of revenues, expcrlses, asscts and Iiabilities, and tlie disclosure of corrtirrgent liabilities, at the

end of the reporting period. However, unccrtainty about these assurnptions and estinrates

could result in outcomes that require a matelial adjustrnent to the carrying amount of the asset

or liability affected in future periods.

Estimates arul ass untplious
The key assumptions concerning the future and other key sources of estimatiorr uncertainty at

the reporting date, that have a significant risk ofcausing a uraterial adjusturent to thc carrying
arrourlts of assets and liabilities within the next financial year', are descritred below. The

Authority based its assurnptions and estimates on parameters available when the fiuancial

statetnents were prcpared. I-lowever, existing circumstanccs and assuurptions about luture
developments may chauge due to market changes or circurnstances arising beyond thc control

of the Authority. Such changes are rellectcd in the assuurptious wheu tlrcy occur as per

IPSAS I.I40

Useful lives ond residual vulues

Tlre useful lives and residual values of assets are assessed using the lbllowing indicators to
inlbrm potential lirtLrre use and value fi'orn disposal:

Autholity

processes

lsI
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KENYA NATIONAL HIGHWAYS AUTHORI'TY
Finarcial Statenients for the year endecl 3Otl' June 2016
Notes to the Financial Statements (Corttinued)

Provisiotts

Provisions were raised and managelrent determined an estimate based ori the inforrnation

available. Additional disclosure of these estimates of provisions is included in Note 24.

Provisions are lneasured at the managelrent's best estirnate of the expenditure required to

settle the obligation at the reporting date, and are discouuted to preserrt value where the effect

is n-raterial.

t) Subsequent events

There have been uo evellts subsequent to the firrancial year end with a significant itnpact ort

the financial statements for the year ended June 30, 2016.

u) Capital Commitments

All capital commitmerrts contracted for/authorised at the reporting period end have been

recognised in the financial statements.

3.Road maintenance contributions

2016
Kshs

2015
Kshs

Road Maintenance Funds

Administration & Opelations Fund

Transit Tolls
RMLF Allocation from l00% of Fund

Total maintenance contributions

4.Fines, penalties and levies

Overload

Transgression fees

Parking fees

Exemption pennit fees

Road cutting fees

Road reserve user fees

Sale of tender docLrments

Total

5. Transfer
expenditure/

8,214,076,709
912,675,190

454,328,001

8,209.568,126

912,174,236
454,229,999

250,gi5,000

9,581,079,900 9,826,847,361

2016
Kshs

2015
Kshs

203,676,600

39,628,372

43,849,013

175,569,084

47,166,365

I ,160,700
716,125

80,162,190

59,513,161

53,332,107

137,602,356

37,002,910

9,355,291

4,894,487

511,766,259 381,862,502

from other Government's-Recurrent
Project administration expenses

2016
Kshs

201 5

Kshs

Noftherrt Corridor'lranspotl Itnprovetleltt Project

ConsLrltarrcy & Dcsign

36.547,135

29,t62,736

18,473,866

r 1,033,974
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Irinancial Statements for the year endecl 30tl' June 2016
Notcs to the Financial Statements (Continued)

Road Network Managernent Systerns

Mouitoring & Evatuation

Mombasa-Mariakani

Mwatate-l'aveta

Mukuyu-Kisii-Ahero

Kertya Transport Sector Sr.rpport Project

South Sudan-EA IiT'ID F/SS

Nairobi Urban Transporl lurprovernent Project

Other Gok Developrnent Projects

Total government grants and subsidies

6. Rental revenue from facilities and equipment

Rental incorne

Total rentals revenue

T.Finance income-external investments

Call deposits

Mortgage interest income

Bank account interest

Total finance income-cxternal investments

8. Other income

lnterest on salary advances

Sale ol'disposablc items

Paymerrt iu [,ier.r of notice

Recovery surcharge

l-iqLridated Damages

Totalother income

9. Road maintenance antl axle load expenses

Road maintenance wolks

L,mergency road works

t7 
I

344,426,515 203,206,266

16,912,445

19,373,806

16,484,126

25,835,639

10,0 16,619

28,933,014

22,682,776

46,510,822

91,961 ,331

4,618,3 I 5

8,628,069

4,026,415

33,600

58,1 40,1 45

28,147,325

70,104,557

20r6
Kshs

2015

Kshs

I , 158,200 1,173,500

I,158,200 1,173,500

2016
Kshs

2015

Kshs

423,362,769

9,805,858

188,519,262

291,335,651

4,541,114

168,114,070

621,687,889 463,990,835

2016
Kshs

2015
Kshs

30,791

3,562,215

r38,6rs

80,500

40,548,274

t,218,940

26,373.596

44,279,895 27,733,036

2016
Kshs

2015

Kshs

7,461,005. r89

3 r6, r96.400

7.372.452.934

153.993.41-s



KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Staternents for the year cndecl 3Otl' June 2016
Notes to the Financial Statemcnts ( Conlinued)

Weighbridges management contract

Weighbridge operational expenses

Total road maintenance and axle load expenses

l0.Employee costs

Salaries & allowances

Pension & gratuity

1'raining & subscription

Welfare

Staff medical & group life insurancc

Recruitment

Staff mobile phone haudsets

Total employee costs

11. Board expenses

Salaries & allowauces

Honoraria & telephone

I-Lrnch allowance

Tlansport, tlavellirrg & accornmodatiorr

Ittsurance

Tlaiuing
Refi'eshrneuts

Indurctiou

Ministelial & other official functior.rs

Gratr-rity

Total board expenses

12. Depreciation and amortization expense

Propefty, plant and eqr.riprnent

Total depreciation and amortization

l3.Repa irs and maintenance

Repairs property. plant and equipnrent

Vehicles

8,397,517,376 8,345,022,412

608,1 04,8 l6
12,210,97 |

808,697,906

9,878,157

2016
Kshs

2015
Kshs

813,648,622

s0.299.168

55,563,377

22,139,212

81,475,611

s,497,980

154,996

742,460,912

52,'/ l'7,847

32,143,252

23,692,851

72,571,607

852,450

660,070

1,029,379,626 925,0gg,ggg

2016
Kshs

2015
Kshs

13,433,067

1,044,000

742,950

14,829,435

21,513

3,235,595

682,450

480,000

12,070,391

126,989

12,679,516

817,740

444,000

22,190,385

I I 1,080

6,820,647

490,38 r

449,200

il,950,n2
459,064

47,266,390 56,412,245

2016
Kshs

2015
Kshs

146,l0l .463 80,860,220

146,10t,463 90,960,220

2016
Kshs

20r5
Kshs

2,209.082

69.934J22
I .8 I 8.125

5s,104,9.50

18 
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KENYA NATIONAL HIGHWAYS AUTHOIIITY
Financial Statements for the year ended 30tl' June 2016
Notes to the Financial Statements ( Corttirtuerl)

Renewals

Total repairs and maintenance

14. General expenses

The following are included in general expenses:

Postage & courier selvices

Reference nraterial

Telephone & Wide Area Netwolk connectivity

Newspapels & magaziues

Drinking water

Printing & photocopy

Hire of transport

Kitchen utensils

General insurarrce

Stationery & consumables

Cleaning & sanitation

Security experlses

Professional fees

Confelence & seminats

Advertising, publicity& Corporate Social Responsibility

Anti-Corruption & Inleglity lssues

Staff Uuiforms
Field activities

Research and developrnent

utiliries
Rent

Total gcneral expenses

15. Finance costs

Bank Charges

Total finance costs

l6.Gain on sale of assets

Properly, plant and equipment

Total gain on sale of assets

17. l'rovision for doubtful clebtors

301,397,824 288,588,681

8,121,223 4,844,420

80,264,62',7 61,767,495

2016
Kshs

2015

Kshs

1,174,336

416,652

15,534,528

2,661,350

l,190,719

841,316

562,058

150,939

510,904

16,229,876

7,315,770

28,008,701

41,474,570

19,242,929

23,113,555

5,638,393

1,581,200

64,415,864

919,31'.7

8l ,130

t2,57 5,489

2,663,7',72

l,l 13,176

956,390

438,891

t64,446

595,924

17,3 19,819

6,048,402

24,528,990

34,652,228

13,7 55,291

29,664,326

2,901,481

67,766,6',77

45,194,293

4,181,420

2,820,456

89.714,9t5

2016
Kshs

2015
Kshs

3,228,905 3,386,611

3,228,905 3,386,61I

2016
Kshs

20ts
Kshs

309,894 28s,000

309,894 285,000

le l

20t6 2015



K-E,NYA NATIONAL HTGHWAYS AUTHORTTY
Financial Statements for the year enclecl 30th June 2016

Notes to the Financial Statements (Continued)

Provision for doubtful debtors

Total provision for doubtful debtors

18. Loss on foreign exchange transactions

loss on foreign exchange transactions

Total loss on foreign exchange transactions

19. Profit on foreign currency translation

Profit on foreign currency translation

Total Profit on foreign currency translation

20. Cash and cash equivalents

Cash-on-hand
NIC Bank
Co-operative Bank
National Bank
Kenya Commercial Bank

Equity Bank

Cash on hand & at Bank
Short-term deposits
Co-operative Bank

Family Bank

National Bank

Housing Finance

Chase Bank

Commercial Bank of Africa
NIC Bank

Total Short-term deposits
Total cash and cash equivalents

21. Receivables from non-exchange transactions

Current receivables

Voi - Mwatate-Wuuclauvi

201

12,535,487 706,,875

2016 2015

Kshs Kshs

Kshs Kshs
7 ,7 t5,362

7,715,362

2016

Kshs

842,017

2015

Kshs
43,241

842,017 43,241

2016

Kshs

12,535,487

2015

Kshs

706,875

1,001,458

268,890,792
5,005,483,812

824,225,235
364,869,710
230.064.097

6,694,535,104

2,000,000,000

864,976
520,357,710

2,916,405,245
1,742,271,105

265,935,950
279.665.897

5,725,50,883

2,200,000,000
300,000,000
100,000,000

300,000,000

100,000,000

3,000,000,000

500,000,000
300,000,000
100,000,000

300,000,000
500,000.000

3,700,000,000

10,394,535,104 8,725,500,883

2016
Kshs

2015
Kshs

96.683,286



KENYA NATIONAL HIGHWAYS AUTHOI{ITY
Finarrcial Statements fbr the year enclecl 30tl' June 2016
Notes to thc Financial Statements (Continued)

Loruk-Barpelo
KCC (Sotik) - Ndanai-Gorgor
Webuye - Malaba
Eldoret-Turbo-Webuye
Chiakariga - Mitunguu-Meru
Chebilat - Ikonge-Chabera
Kangema - Gacharage

Thua Bridge & approach road

Chepterit - Baraton - Kinrondi
Tirnboroa-Eldoret
Kaloleni-Kilifi
Webuye-Kitale
Modika -Nuno
Turbi-Moyale
Cheb i lat- Ikonge-C habera

One-Stop Border Post -Malaba
One-Stop Bordel Post -Busia
One-Stop Border Post -Lunga-Lunga
Rehabi litation of Kisumu-Kakanrega
Kakarnega-Webuye
Rehabilitation of Ndhiwa Karungu
Renovation of MoR/MoP offices in Homabay, Oyugis, Kisumu
Mbita causeway replacernent bridge & approach roads orl
Homabay - Mbita
Runruruti - Maralal
Siaya-l{uarnbwa C29

Masara - Suna - Kehancha/Awendo Mariwa
Morrbasa Port Area Devt Road

Marsabit-Turbi
Oljoro-Orok-Durrdori
Merille - Marsabit A2
Pedestlian Crossing at Bellevue
Pedestlian Crossing at GM Junction
Mwatate -Taveta
Bachuma Gate -Maji ya Chumvi
Construction of threc interchanges on Al04
lsiolo-Nginyang
Athi River Weighbridgc
Mariakani Wcighbridge
Garissa- Isiolo(-f urbi -Moyale)

Bouras Karen Kikuyu
Nuno-Modogashe
Motnbasa-Matiakan i Dual I ing

Port Rcitz/Moi International Airport Acccss Road

Total receivables from non-exchange transactions

I17,270,758
70,783,707

286,208,076

257,360,554

345,093,827

3,608,299
43,997,268
75,378,395
70,336,955

65,132,288
310,975,844
22,388,144

1,249,900

6,365,126
112,251,462

92,640,554
7,735,779

12,257,338
I 39,781,906
120,164,315
36-674,633

2,320,392.660
l3,l 57,383

135,277,427

893,52 1,035

533,333,288
391,652,777
259. I 50,803

10 r,408.899
143.998, I 84

3 5.0s3.94s
5 8,000.000

595,788.527
45.7 t3.982

423.643.954

270,589,440
I 00, I 76,804

569,310,301

434,010,025
354,584,149
108.609,780

298,146,814
7,679

37,335,620

43,997,268
162,301,81 8

79,415,000
22,209,796

1,035,1 I 5,330

37.388,144
28,643,707

6,365,126

162,392,651

205,974,053
129,156,845

7,735,779

53,280,685
263,392,965
I 8 t,258, l4 I

456,145,145
2,553,942,797

t91,106,741
2,308,097,494

17,736,892
18,587,404

l,2l 7,630.61 8

409,846.388
259. I 50.803

7.75t.432
105, 178,439

143.998, r 84

3 5,05 3,945

559.560,5 r6

211

8,244,431,278 12,875,184,718
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KENYA NA ONAL HIGHWAYS AUTHORITY
Financial S for the year ended 30tl'June 2016

Notes to the nancial Statements ( Continuecf

zz. Receivaut[s
Current t"""i""

Receivable
Receivable

Inventories
I

supplies

from exchange transactions
bles

funds
vables

yments

Sapon Insurance Brokers
MOTI

27,793,t55

2,916,302
9,040,976

279,511,975
3,421,250,968

1,534,700
355,579,957
20,482,586

500,000
450,244,614

31,923,438

9,759,745
9,424,714

289,719,241
1,466,414,440

350,000,000
19,963,61 I

2016
Kshs

2015
Kshb

Interest ,"".iufUt" on call deposits

Travel irnpre$t

Bank and deposits

Advertising ivables
Road m

Weighbridge
Staff deposit fund with HFCK
Debtors & P

Current
Less: Provis for doubtful debtors

I Current from exchange transactions

4,568,855,233
(295,289,428)

427.1,565.E05

2,176,205,196
(287,574,066)

IJE&61LLD

2016
Kshs

20ls
Kshs

Consumable stores 4,876,822 4,488,999
115,230

at the lower of cost and current replacement cost 418761822 416041229

2 !
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KENYA NATIONAL HIGHWAYS ALITHORI'I'Y
Financial Statements for the year endecl 30tl' June 2016
Notes to the Financial Statenrents (Continued)

-Property, 
plant and equipment (Work-in-progress - Road assets)

GoK Payments
Other GoK development projects
NCTIP
Nairobi - Thika highway developrnent project
Nairobi Southern by pass

Kenya Transport Sector Support Project

NUTRIP
EATIFP
Sor"rth Sudan EARTTDFP

Total expenditure including pencling bills

Foreign Direct Payments
Nortliern Corridor Transport Iniprovt. Project
Other developrnent projects

Nairobi Southern by pass

EATTFP
Mombasa Southern by pass

Kenya Transport Sector SLrpport Project

Total Foreign Direct Payments

Grand total

25. Intan gible assets-softwa re

Cost
As at I July2014
Additions
Computer software and licences

Procurement rnodule soliwarc
Microsoft prertrier support services

Attdit Managernent Systenr

AutoCAD Civil 3D soliware
Ms Office professional & Ms l)roject Prof.

Total additions
As at 30 June2015

As at I July 2015
Additions
Sage evolutiou up-elade fi'orn 24 Lrsers to 50 Lrsers

Office 365 solirvane

I--leet Managerneut Systcur

Total adclitions

As at 30 June20l6
Amortization antl impairmen t

30,439,385,666 22,621,509,442

2016
Kshs

2015
Kshs

18,984,708,937
5,505,774,887

4,807,591,508
588, 125,091

117,180,074
435,876,019

129,150

19,295,481,299

1,507 ,066,241

1,280,593,806

258,443,784
58,217,401

215,456,91|
6,250,000

47,954,161
13,182,334,3 l0

1,461,982,470
691,421,800

1,192,356,978
3,224,243,986

3,710,239,360
14,969.666,892
2,923,964,940

660,268,589
l7 5,209,044

3,073,643,618

19,800,293,705 25,511,992,433

50,239,679,37 | 48,133,501,975

Kshs

46,046,961

14,964,027

570.000

5,7 6t .652

700,560

2,824,700

4,09 0.645

28,91I,584

74,958,545

7 4,958,545

r.63 r ,633

t7,292.140
725.000

19,(t48,773

241

94,607,318



KENYA NATIONAL HIGHWAYS AUTHOI{ITY
Finarrcial Staternents for the year ended 30tl' June 2016
Notcs to the Financial Statements ( Corttinued)

As at I July20l3
Amortization
As at 30 June20l4
Amortization
lmpairment loss

As at 30 June2Ol5

Net book values

As at 30 June2016
As at 30 June 2015

26. Trade and other payables from exchange transactions

Other GoK.developrnent projects
Nairobi - Thika highway devpt. I)roject
Northern Corridor Transport Improvernent Project
Retention monies

Road rnaintenance contractors
Southern bypass

Kenya Transport Sector Support Pro.ject

Sundry creditors
East Africa Trade & Transport lracilitation Project
Nairobi Urban Transport Irnproveureut Project
Mombasa bypass

Total trade and other payables

27. Refundable deposits from customers

25,494,924,103 18,837,189,292

94,607,318

74,958,545

2016
Kshs

2015
Kshs

9,529,397,820
1,172,145,387

4,182,522,594
3,312,485,075

161,946,829
3,544,875,294

768,714,331
91,246,591
96,904,686

1,076,240,294
t,558,445,202

6,068,800,836
2,472,546,091
2,189,734,353
3,947,348,063

554,303,195

1 ,194,441,846
240,887,231
121,630,655

249.494,929

1,798,002,093

2016
Kshs

2015
Kshs

Road cutting deposits

Total deposits

117,245,106 101,296,916

117,245,106 101,296,916

Note: Road cutting dcposits relate to nloneys onecl to custourers in lespect of delrosits related to
laying of telephorre cables, water pipes and scwcr liues acloss oul roads.

25



KENYA NATIONAL HIGI{WAYS AUTHORITY
Financial Staternents for the year endecl 3Otl' June 2016
Notes to the Financial Statements ( Continuer[)

28 Current provisions

Balance at the beginning of the year

Utilized during the year

Provisions reversed

Additional provisions raised

Balance as at 30 June 2016

29. Related party disclosures

(Deficit) Surplus for the year before tax
Adjusted.for:
Depreciation
Gains ancl losse.s on c{isposal of tt.sset.s

F inance inconte

Changes in working c:rpital balances:
Decrease in inventory

3,400,000

6,103,191 6,000,000 12,103,191

Gratuity
Kshs

Audit fees

Kshs
Total
Kshs

6,761,161
(922,935)
(109,160)

368,125

5,600,000
(3,000,000)

12,367,161
(3,922,935)

(109,160)

3,769,125

20t6
Kshs

20ts
Kshs

Receivables from Kenya Roads Board Qtote22) 3,421,250,968 1,466,414,440

Receivables fi'orn MOTIQtote 22) 450,244.614

Transactions with related parties
i)Kenya Roads Board 10,300,358,484 10.826.847,361
ii)Exchequer Receipts 22,764,345,014 35,444,424,852
iii)Key Management Contpensation I 85,991,610 180,534,805
I(ey managenrent courpensation is included in salaries and allowances as disclosed in note 10.

30. contingencies

It is estirnated that the Authority has contirrgent liabilities an-rounting to approxirnately KShs.
l5,3l4,755,8l8.57arisirtg fi'oru land contpensation clairns, contractors' clairns resulting fi'orn
foreign exchange Iluctuations, interest on delaycd payrnents chargcd by contractors, leavc days ancl
other court awards. l'lte exact anroullt will however be established on occun'ence of the events.

3l.Surlllus for the period
'l'he sulplus for the period of kshs.759.103,9-14 is arrivcd afier charging experrses frorn the
revellues of tlre Atrthority as statcd in the Statenreut of Financial Perfblntance.

32. Cash generated from operations
Note 2016

Kshs
2015
Kshs

3l 759,103,934 g4l,4lg,2l5

t2
t6
7

I16,t0t,163
(309,894)

621,687,889)

80,8(t0,222
(285,000)

(463,990,83 5)

261

(272.se3) 37,949



KENYA NATIONAL I{IGHWAYS AUTHOI{ITY
Financial Staternents for the year endecl 30tr' Jtrne 2016

Notes to the Financial Statcmcnts (Cotttinued)

Decrease in receivables- nolt-exchange transactions

Increase in receivables- exchange transactions

Increase/(Decrease) in payables

Decrease in payments received in advance

Net cash flows from operating activities

4,630,753,440
(2,384,934,675)

6,673,683,001
(263,970)

( I ,869,713,985)
(1,224,913,253)

( I l, l91,794,877)
(1,305,292)

9,202,172,817 (13,729,685,856)

33.Transfcrs to accumulatcd surplus
The transfers to accumulated surplus of Kshs. 49,481,636 relate to a reversal of leave days provision for

prior years of Kshs. 52,481,636 which has since beert accounted for as a cotrtingent liability and de-

i..og,iition of an income of Ksh.3,000,000 that was rcfunded to the road user advertiser in part settlement

of a litigation that liad atr utt-favourable otttcotne against the Authority.

34.Events after thc reporting pcriod
There al'e l1o Inaterial norr-adjustirlg evel'lts alier the rcporting date.

)1 I
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