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(a) Background information

. __ Sgnyu Rural Roads Authority (KeRRA) is a State Corporation established under the Kenya
- - 

Roads Act 2007.The Authority is headed by a Board of Directors led by a Chairman with the

'Director Gerteral being the Chief Executive of the Authority'

At the cabinet level the Authority is represented by the Cabinet Secretary for the Ministry of
Transport, Infrastructure, and Housing and Urban Development who is responsible for the

general policy and strategic direction of the Authority.

The Authority begun its operations in September 2008 and is represented in the 47 counties

through regional offrces.

(b) Principal activities
As stipulated in the Kenya Roads Act2007, the Authority is responsible for the management,

development, rehabilitation and maintenance of the Rural Road network in Kenya classified as

D, E and others.

(c)Key Management
The Authority's day to day management is under the following key organs;

l. Board of Directors
2. Senior Management led by the Director General

(d) Fiduciary Management
The key Manageirent personnel who held offrce during the financial year ended 30th June

2018 and who had direct were:
NameNo. Designation

Eng.Luka Kipchumba Kimeli1 Acting Director General

CPA.Dan Manyasi2 Director (Corporate Services)

Eng.Peter Patu Gichohi3 Director (Research, Strategy & Compliance)

Eng.Julius K. Gakubia4 Acting Director (Road Asset Management)

Eng.Enock Ariga Kombo5 Director (Planning , Design and Environment

Eng.Jackson K. Magondu.6. Director (Development)

CPA. Judith Chepkemoi Chumo7 Deputy Director (Audit Services)

Mr. Justin Rapando8 Deputy Director (Corporation Secretary/ Legal Affairs)

Miss. Margaret Wanja Muthui.9 Deputy Director (Supply Chain Management)
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(e)Fiduciary Oversight Arrangements

1. Ministry of Transport [nfrastructure Housing and Urban Development

2. Kenya Roads Board.

3. Public Investments Committee

4. Audit and Finance Board Committees.

5.

(f1 Authority Headquarters
6th Floor, Blue Shield Towers,
Hospital Hill Road, Upper Hill,

(g) Authority Contacts
PO Box 48151 - 00100,
Nairobi GPO
Tel.0202710464
Email : kerra@kerra. eo.ke
Website: www.Kerra. go.ke

(h) Principal Bankers
1. KCB Bank Limited,

Moi Avenue Branch,
P.O. Box 48400-00100,
Nairobi GPO
2. NIC Bank Limited,
Upper Hill Branch,
P.O. Box 44599-00100 ,

Nairobi GPO
3. Equity Bank Limited,
Equity Centre,
Hospital Road, Upper Hill.
P.O. Box 75104-00200,
Nairobi
4. Cooperative Bank Limited
Co-operative House,
Haile Selassie Avenue,
P.O. Box 48231- 00100,
Nairobi GPO

(i) IndependentAuditors
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 49384-00100
Nairobi, GPO

fi) Principal Legal Adviser
The Attorney General

State Law Office
Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya
2



The Board members are drawn from representatives from public and private sector as set out

in section 8 of the Kenya Roads Act 2007.The members who held the office during the year

under review were as follows:

Mr. Henry K. Rotich, CBS

Cabinet Secretary National Treasury

Mr. Henry K. Rotich is the Cabinet Secretary for The National

Treasury. Prior to his appointment, he was the Head of
Macroeconomics at the Treasury, Ministry of Finance for 7 years.

Prior to joining the Ministry of Finance, Mr. Rotich worked at the

Central Bank of Kenya for 12 years. He was sttached to the

International Monetary Fund (lMF) local office in Nairobi as an

economist between 2001-2004. He has been a Director of several

Boards of State Corporations including; Insurance Regulatory

Board, Industrial Development Bank, Communication
Commission of Kenya and Kenya National Bureau of Statistics.

Mr. Rotich holds a Master's Degree in Public Administration
(MPA) from the Harvard Kennedy School, Harvard University.
He also holds MA and BA degrees in Economics from the

(University of Nairobi)

I

Mrs. Margaret Muiru, OGW
Alternate to the Cabinet Secretary -The National

. Treasury

Mrs Margaret Muiru was bom in 1959. She holds a Bachelor of
Arts Degree in political science from the Universiry of Nairobi and

is finalizing an MBA in Goverment and Ethics from Mount Kenya

University.She has attend various professional courses including
Advanced Public Administration and Strategic Leadership
Development.

She has extensive experience in administration and corporate

governance having served in different capacities in various
government departments and minishies.

She is the alternate to the Cabinet Secretary The National
Treasury.

lVIr.Julius Korir,EBS
Principal Secretary - Ministry ofTransport,

Infrastructure, Housing & Urban Development.
From July 2018

Mr. Julius Korir is the Principal Secretary - Ministry of Transport,

Infrastructure, Housing & Urban Development and was previous

Principal Secretary, Statc Department of Industry and Enterprise
Development in the Ministry of Industry, Investment and Trade

having been appointed in December 20l5.He also served as the

Industrialization Secretary, Ministry of Industrialization and

Enterprise Development from May 2014. He holds an MBA in
International Business and a BSc. in Agricultural Economics.
Mr. Julius Korir has had an industrious and successful career in
trade & industrial development; and senior management in various

institutions. This experience includes championing the Ease of
Doing Business for a conducive business environment; export
trade promotion, investment promotion; private sector

development; Small and Medium Enterprise (SME) development;
Sector and Enterprise productivity and competitiveness; and

Market development, promotion and linkages.

Mr. Julius Korir has l5 years of experience in the'national trad}
and industry development and l0 years in senior management and

leadership positions in various institutions in the trade and

industry sectors. While at the Kenya Investment Authority
(KENINVEST), he held the position of Acting Managing Director
from August 201I to August 2012.1vb. Julius Korir also served at

the Export Promotion Council for 15 years rising up to become the

General Manager in charge of Trade Information and Business

Advisory Services in 2008.
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Eng. Francis Gitau was bom in 1965. He is the Infrastructure

Secretary responsible to the Principal Secretary, Infrastructure,

Ministry of Transport, Infrastructure, Hgusing . & Urban

Development. He is nominated as an alternate Board Member for
the Principal Secretary, Infrastructure.

Eng. Francis Gitau holds an MSc Civil from Univenity ofNairobi,
MBA from JKUAT, an Advanced Professional Training in
Management of Road Maintenance from Aachen University,

Germany and a BSc Civil from University of Nairobi. He is the

chairman of the Mechanical Transport Fund from 2015. He is also

been an alternate director. He has worked in the various capacities

including Chairman of Budget Committee lnfrasructurc
Department; chairman of Transport Sector Training Committee of
National Industrial Training Authority; Alternate chair of
Ministerial Human Resource Committee; chairman of National

Steering Committee on Review of Road Design Standards; and

ISO Implementer under Roads Department among other

leadership positions.

He is trained in the various areas including Smtegic Leadership;

Resource Management; Management of Labour Based Road

Construction and Maintenance Programme, Management of Road

Maintenance, Financial Monitoring and Evaluation, Management

Corporate Governance and FIDIC Course.

Mr. Nelson Marwa Sospeter, EBS, was appointed the Principal
Secretary for the State Department for Devolution on 26ttr
January, 2018.Prior to his appointment; he was the immediate
former Coast Regional Coordinator

In 2015 he was conferred by President Uhuru Kenyatta with the
Elder of the Order of the Burning Spear (EBS) for his sustained
efforts in the war against Al Shabaab, insecurity, drug abuse and
illicit brew at the Coastal Region.

Mr. Marwa has Masters degrees in Strategic Security
Management from Virginia School of Coast Guards, Australia
studied Business Administration at Baraton University and

Disaster Management ftom Israel. He had a short stint as a

lecturer at Egerton University before joining the Provincial
Administration.

Ms. Margaret Osilli
Alternate to Principal Secretary - Devolution, Ministry

of Devolution and Planning.

Ms Margaret Osilli is the Assistant Director Devolution. She is
an accounting professional with management skilts and expertise
in financial management.

Ms.Osilli is a Certified Public Accountant and holds a Certificate
in Strategic Leadership Development Programme. She has over
20 years' experience in cash management, procurement, intemal,
controls, budgeting, financial reporting and analysis. She possess

exceptional interpersonal and management skills. She has

worked for various institutions including Malaba Town Council,
Busia County Council, Nairobi City Council, Kisumu City
Council, and county government of Kisumu.

!I
\J

Eng. Francis Gitau

Altemate to Principal Secretary- Ministry of Transport
and Infrastructure

Mr. Nelson Marwa Sospeter, EBS Principal Secretary
for the State Department of Devolution(January 2018-

July 2018)
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Eng (Prof.) Oyuko Mbeche

Tertiary Institutions

/ hh

ProfOyuko. O
specializing in
Board Member

Mbeche was born in 1946 and is a Civil Engineer

the field of Transportation and Planning. He is a
nominated by Tertiary Institutions in accordance

with the provisions of the Kenya Roads Board Act 2007. Prof.

Mbeche is a Member of the American Society of Civil Engineers,

American Society of Engineering Education and Kenya National
Academy of Sciences. He is a Nobel peace prize recipient

bestowed on him by the International Panel on Climate Change

(IPCC) in December, 2007.He is a Professor of Civil Engineering

at the University of Nairobi and has supervised various

undergraduate and postgraduate projects' He has also written
many research papers on matters touching on land use, planning'

transport economics and urban planning. In his work experience,

he has worked as a project coordinator, team leader, and project

civil/structural engineer in various government organizations.

Mrs Rose Githua

Kenya Institute of Planners

Rose Wanj lru was ln 94
,1

She tsGithua
Physical Planner and an Environmental Impact Assessment (EIA)
Lrad Expert. She was nominated as a Board Member by the Kenya

Institute of Planners in which she is a Corporate Member, in

accordance with the provisions of the Kenya Roads Board Act
2007. ln addition, she is Corporate Member of the Architecturat

Association of Kenya (Town Planning Chapter) and the

Association of Environmental Impact Assessment and Audit
serving as a Lead Expert. She is also a Member of the

Environment Institute of Kenya (EIK). In her employment record,

she has worked in the following capacities: Consultant in physical

(spatial) planning/ElA Lead Expert (R.G Plantech Consortium),
Member of Kenya National Land Use Policy in the Urban Land

Use, Environment and Informal Sector(Ministry of lands and

settlement) She has held the following positions in the Ministry of
Lands and Settlement Senior Assistant Director of Physical
Planning, Senior Physical Planner/Provisional Physical Planner

and Physical Planner

She is been hained on the following: environmental impact

assessment; introduction to urban and regional planning using Arc
GIS and Arc View; participatory environmental planning; public
service management programme; advanced international training
prograrnme in Stockholm Sweden; management seminar for
administrative and technical officers; and irtter-personal
management development skills for senior women managers in the

public sector.

I

Mr. Charles T. Sunkuli,CBS,
Principal Secretary, State Department for Devolution,
Ministry of Devolution and development of ASALs

Mr. Charles T. sunl(uli,ctss, is the cuncnt Principal Secretary,

State Department for Devolution, Ministry of Devolution and

development of ASALs. He has previously served as the

Principal Secretary, Ministry of Envhonment and Foresfiy, a

position he held from December,2}li to February,20l8.

Prior to his appointment as the Principal Secretary, Mr. Sunkuli
worked with Ewuaso Ng'iro South River Development Authority
(ENSDA) where he rose through thc rank to become the
Managing Director from 2010-2016.

He has a wealth of experience in Public Service spanning over 18

years. Mr. Sunkuli is an experienced management strategist with
a solid backgound in Administration, Planning, Management
and lradership.

He holds two Executive Masters Degree in Business

Administration (EMBA) from Eastern and Southern Africa
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Management Institute (ESAMI) and Maastricht School of
Management (MSM) Netherlands, a Bachelor of Education
Degree (B.Ed. Arts) from Moi University. He has also
undertaken various specialized trainings including Procurement
Standards and Socio-Economic Development, Govemance and
Godly leadership in the United States of America (USA) among
many others.
Eng. Luka K. Kimeli was bom in 1973 and is the Acting Director
General and secretary of the Board . He holds MBA and degree
BSc.Hons (Civil Eng.) First class Honors from the University of
Nairobi. Eng. Kimeli is a seasoned engineer with extensive
experience in areas of planning, Policy formulation, and
construction management. He has held several senior positions in
the public service. Eng. Luka Kimeli was seconded to Kenya
Rural Roads Authority initially as a Regional Manager and later
became the General Manager (Maintenance).He is a registered
engineer with Engineers Board of Kenya and a member of the
Insritution of Engineers of Kenya (MIEK). He is hained in
corporate Governance and Strategic l*adership Development
Programme.

Mr. Rapando is an advocate of the High Court of Kenya
and is currently the in-house counsel at the Kenya Rural
Roads Authority where he has been involved in several
assignments on Alternative Dispute Resolution. He is an
accredited mediator with FaciltaS in partnership with the
Strathmore Dispute Resolution Centre.

Eng. Luka IC Kimeli
P. Eng., M BA, BscHons (Civ il), MI EK,

Director General

Mr. Justin M. Rapando
LLM, LLB luh c, Dip (KSL), C P S (K), M(C Urb)

Director -

6



Eng. Luka K. Kimeli
P.Eng.,BscHons,MIEK
Ag Director

Eng. Peter P. Gichohi
P.Eng., MSc BSc., MIEK,A(CIAB)

Director- Research, Strategy & Compliance

I

"H
,$

CPA Dan Manyasi
MBA,BCon,CPA(K)

Dlrectot lorporate Semlces

Eng. Jackson K. Magondu
P. Eng.,M(I BL) BSc., MI EK,A(CIArb-UK)

Dlrector Development

Eng. Julius K. Gakubia
P.Eng., BSc., MIEK

Ag. Dlrector Assel Management,

Eng. EnockA. Kombo
P. Eng., MA(P lanning), Bsc, MIEK

Dlrector -Plsnning , Design & Envlronment

CPA Judith C. Chumo
Bcom,MBA,CPA(K)

Deputy Direclor - Internol Audil
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Mr. Justin M. Rapando
LLM,LLB Msc, Dip (KS L),C PS (K), M (CIArb)
Depuly Dlrectot - Legal Affairs/Secrctory

Ms.Margaret W. Muthui
Msc (P roc. & Log is t ics), Bs c (C omputer

Science),MKISM,MCIPS
Depu$ Director - Supply Chaln Management

I



Donor
896,320

Revenues 2018-19 (Ksh'000)

Others
789,848

Total Revenue: 55,876,703

Total RMLFz L6,926,623
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Our roads are being built to a standard that will cater for their intended transport function for
many years into the future. The ultimate impact of the Authority's efforts is the improvement

in the quality ofpeople's lives and the enhancement of economic performance through shorter
journey times, greater connectivity and the creation of safer driving conditions.

The board is committed to good corporate govemance and complying with the best practices

as per the Mwongozo code of conduct. To this regard, the Board remain updated with respect

to achievement of Authority's objectives, goals, strategies and financial performance through

review of reports from management, internal auditors and other stakeholders as a result the

Board the was able to provide effective leadership to deliver on the Authority's mandate.

ln the Period under review, the Authority received a total of 55.086 Billion against a budget

allocation 63.0 Billion for the full financial year. The outlook for flie future reinains positive

given our accomplishments during the year. More challenges may await us in the next year

and beyond, particularly in honoring firiancial obligations. However, the National

Govemment's commitment continues to be seen through the improved budgetary allocation

to the road sector as a timely measure to address this funding challenge.

[)t.rring thc vear unclcr rcvicw. we corrl.inuccl to int;llctttent l:i-5 loacl rvork conttacts
(.5.6,5lKnrs) rvortlr Kshs. 25lt lJillion fbr thc I{10000 LVSR l)r<lgraunnrc. l4 rotrcl rvork

c()lttl'acts (l-i-iKnrs) uncler Desi-lu arrcl Couslr'r.rction rvorilr l(shs.23.7 Ilillion irnroug olhcr'
contracts lbr rclrabiliti.rtir>rr/reconstluction rvorks zrucl pcrioclic ttr]cl rotttitts utuitrtcttirnce rvorl<s.
'l'hc Boarcl is cncouragccl hy tlrc r\Lrtltority's cllirrls to crcatc.lobs irrtcl gt'otv tltc econontv.
l)urirrg Ilrc _\,cirr. tlre Autlrolit-\,crcatccl 4L)-l70.iot:s lnd cnhanced ttrol-rilit,r,uncl ircccssibilit-y
b1, u;'rgrading 1.549 l(uts ol'tlr;r,t, roucls.

The Authority's process of reviewing its Strategic plan for the year 2078-2022 is at advanced

stages while the proposed Quality Management Systems under ISO: 9001:2015 transition by

the end of the FY 2019/20 has been finalized.

I wish to express my gratitude and appreciation to my fellow members of the Board, the Chief
Executive Officer, management and the staff members of the KeRRA for their efforts in
making the period under review a success. I look forward to the future with such a dedicated

team.

Di r

-1
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Ito;.u.is irs arr c:11trl)lirrg inli'asl"rLrclLrrcl ploviclcs er httst: Iilt'cctltt<ltrtic
Irirnslirlnrirtion Ihrough rvhiclt it tttultituclc ol'ltrocluctivc actilitics
corrllibtrtc Lo cx1-luttclitrg thc ccol'l(.)tl"ly. crcatitts, .irlhs artcl pt'ontr.rtittg

ntohilitr'.'l'lrc rrracl ttctwol'l< pl:r1's a l<cy rrrlc itt l(cttytr's ahilit-," ttr

acIicvc li'.rstcr.gl.pl,t[ ip gross clolrcstic 1r;9tluct. as rvcll ers pt't.rtttotittg

sccut'iLt'. salctv artcl social clcvclopntcttt.

Over the last two decades the Roads Sub-sector has undergone

tremendous retorms aimed at providing a high quality road network to support Kenya
economic development.

'l'hc Autlrolilt,corrtlrrctc<l ill; op,.:ri.rLions in acc,llrJzutc:c u,l1h 1'clcrrarrt lc.trislativc It'atrtcrvot'ks.
'l'hc o;rclations o['ttrc z\ulhority i.lt'(r guiclccl h1, cthical pt'aclit:cs tltat.sccl< to Proll'lolc strollg

corprlrirlc govcntancc arrcl curporatc socii.rl rcs;rrlrrsillility pt'rtcticcs litr cl'['cctivc itncl cllicicrrt
scrrricc clclivcr'-v.

l)rrlinu llrc rcltortirr-u pcliocl. tlrc rurul rrrir(l rrctv\,<lrk output of new construction rvas l-54()

kilornclcrs o[' biturncrr stzurclarr.l t:onsistitrg o[' 135() Kttts - It 10000 l-,Vtil{. 72 I(rrrs
( orrvr:ntiotri.rl Ap1>rnach arrcl 2-il(rrrs - li2(XX) l.V-Sl{. attr.l z\nltttill,Ptrtgt'atntttc 52KM .Thisis
an improvement compared to previous achievetnents of 1011Kms a year llotrtittc
iVlrr ittlr:trancr) u,irs illso ci.tt'rictl ()uI orl 2lJ.()i-5Klns witltirr thc [{trlal lltutl ttctr'vrlt'li.

-l-hc 
ALrt.hgr'i11; is;rr"\'lc:gcci to lravc;r clcclicatcrl tcitnt that prodttccs rvot'l< ol'ir lriglr qtrrility.

C.'onrpctcrrc,v-hasccl stal'l'clcvclr)pntelrl was <ll'lcrcd to stat['['nrctt]l;c'l's thtrltrgh ttn claboratc

trailringplarrlirrall stall.Atotal uultrl:crol'l()5 No.stal'[tttcttrhctscorttlrlctccl varitltt.s.short

c()r-lt'scs cluring tlrc pcri<lcl urrclcl rcvir:rr,. Ytlutlt Irrtcrrrsltilr i.tncl inclttstt'ial attachrttcnts to (.rl'[er

prat:tical rvoll< r:xlrosut'c to gracluzrtc irnrl lrrtdcrgraclual"c sLt.tclcrrLs 11,s1'Lr Ltlsrl extcndcd trl 5.i0

No. sltrrlcrrts. who r.r,clc irttirc:herl to <lil'[crcrrt l)it'cctoratcs and Scclions within l(cttttA to gairr

r rt- lltu-.j ob cr 1'ltrt'ir:nt;c li lr a pcri rtt.l o l' l ltt'c:i: t'n<llrl lts.
()ut';llirn is (o rcrnailt a Iircusctl. lcitrnirrg inslitution tlrat nurLttt'cs talc:nl. altd tlclivcr.s ott its
luarrrlartc to l"lrc pcoplc ol'l(crr1'a.

llnplcnrcrrtzrtiolr of'thc Sta{'l'r'e-czrl.cgorizatiolr pr'ocoss [irrnt P('iA kt l'C 7A ctltrtitttteclclurirrg

tlrc pcriocl undcl' r'evicrv. I)lacorrclrts lilr tlrc riat'it.rus Dircctot'atcs has bcctt contplctcrcl atncl

irrtervicrvs ancl ;llerccnrcnts ltrt' othct'caclrcs u"c at an aclvattcr:cl stage.

l(clll{A corrtinur:s to rlakc a significanl contribution tor.r,ttr(ls roatl saf'ct1,'try clcvclopilrg,

lnzrirrtailtirrg rrrrcl nrarragirrg the: r'r-rrnl roncl cn\iroimrcrrt ancl lry iclentilyirrg ancl acldressirtg roacl

saR:ty concct'ns. Wc also collatroratc with othet'gor;enllct'lt ancl Iloll-go\icrllnrcntttl
iustitutiorrs corrccrrrcr-l rvitlr roacl sal-;ty to lcau'rt rnorc'attcl slrat'c crlteriettccs olt ltttrv to impt'ove
Lhc rrrzlrl sall't;., oIthc rurerl loacl llet\'orJ( lor t'oatcl users.

We lrtrvc acloplcd it Ncu, Sllatcgic I'lan (20l8-2022) lbl thc Authoritl' lirr tltc ttc:xI llvc ]'ears.
'l'his prr>r,iclcs a rrercl rrap [irr rreeting our Vision which is "'l'o bc a provicler o{'tttt aclequatc,

qLralit;,,. s;erlc arrd c!'ficicnt rr.rral roarl rletworl(''. -l'he PIart ittculcatc:s gottc[ crlrptlrztttr

!J()\/cntilncc. irccourrtrrbilitl,. perl<lnnilncc irtrllrrvctrtetrl uncl cf'l'cctivcr set'vice clclivcry zrs kcy

hallrrrarl<s in its nrission ol'achieving its rtrzurclatc. [1 also tal<c:s cognizattcc rtl'thc clrangcs in

tJrt-: opcratirrg cnvirorllcnt such as thc inrplcrttcntatiort ol'tlrc Constitution o['Kcnya 2010-
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(iovcrrrnrcrrt laws iurrl llulicics. llru sccorttl Kctt,vir lloircl Scctot'lnvc:ittt)cl)t l'trrgt'tutrttc. tltc
' l'h irtl Mccl i tutr'l'ct'tn l'lar r (110 l 8-?.022 1 ^

Iwish to rccogr:izc rvith grirtitudc- the vital support. loyaltl, ancl tt'usl, tltal wc hitt,c cotttinuctl

to rccei\/c fionr otrr clicnLs zrntl rlthcr stal<clrolclct's rvi[hirr lltc roeltls scct()t'. I u,islt to thanli thc

lJoard ol'[)irectors- MtrrragcrncrrI iurcl S1ill'l'ol'l(cnya I{ural ltoircls z\tttlrorit-t, Iirr lltcit'

continLrccl supl'lort iurrl dccliczrtion. witlror-rt rrylriclt our attrbitioLrs otr.icctiv'cs cttulcl ttt-rt liitvc
bccn acliievcd.

I w6uld also wish to extend our gratitrrclc to tlrc (iovcrtrtttetrt o{' l(cnyir. tl'rc Mittistr'1' ol
'l'rlnspolt- Inliastructulc. l'lousiug. tJrban [)cvclopntctrt ittttl l)trhrlic Wot'ks, thc I\lal.ittnttl
'l'reasu11, i.rncl ['lanning ancl sistcr Iloircl Agertcies lirr thcir ctttttinttccl suPl)ort.

G-"
Eng. Luka K. Kimeli

Ag. Director General
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Overview

The Board emphasizes on principles of good Corporatc Governance in the discharge of its mandate.

Thc positions of chairman and Chief Executive are held by different persons. The Director General is

the Secretary to the Board and works closely with the Board to ensure that the Board discharges its

mandate. The Board has 4 committees through which it discharges its mandate. The Board undeltakes

Board evaluation every year. The Board provides oversight to management who are responsible for

the day to day running of the organization. The Board and utanagement have been trained on the

Mwongozo Code of Corporate Governance for State Corporatious.

Organization structure of the Authority

The Kenya Rural Roads Authority is governed by a Board of Directors as per Kenya Roads Act

2007. The day to day management of the Authority is carried out by the Director Ceneral who is also

secretary to the board. The Authorify caries its mandate through the following Directorates.

a) Directorate Corporate Services
b) Directorate Research, Strategy & Compliance
c) Directorate Road Asset Management
d) Directorate Planning, Design and Enviromnent
e) Directorate Development
0 Directorate Ar,rdit Services
g) Deputy Directorate Corporation Secretary/ Legal Affairs
h) Deputy Directorate Supply Chain Management

Appointments to the Board

Appointments to the Board are carried out pursuant to section 8 of the Kenya Roads Act 2007. The

Chairman of the Board is appointed by the President of the Republic of Kenya. Members ofthe Board

are appointed by the Cabinet Secretary, Ministry of Transport, Infrastructure, Housing & Urban

Development on recommendation of the various nominating institutions provided for under the Kenya

Roads Act2007.

Board Organisation and structure

The composition of the Board is as per the provisions of Section 8 ofthe Kenya Roads Act 2007. The

Board is conlposed of representatives of relevant Government Ministries and private sector as

represented by tlre various nominating bodies and is independent of management. The Board has set

up Four standing committees to enable it discharge its oversight role.

The role of the Board

The role of the Board is to provide oversight to the management activities in the management of the

Authority's affairs. The Board also provides strategic direction to management in the running of the

Authority's affairs.

Activities of the Board

It is the responsibility of the Chairman and the Secretary to work closely together in planning the

annual program and agendas for meetings. The Board is required to meet at least four times a year and
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the meetings are structured to allow open discussion. All substantive agenda items have

comprehensive briefing papers, which are circulated well in advance.

In addition to regular Board meetings, there are a number of other meetings to deal with specific

matters. When directors are unable to attend a meeting, they are advised of the matters to be discussed

and given an opportunity to make their views known to the Chairman or the Director Ceneral prior to

or after the meeting.

During the period under consideration, the Board had various meetings to deliberate on issues affecting

the Authority. The Board also made several site visits to inspect various projects being undertaken by

the Authority. An evaluation of the Board was also carried out during the period.

Board Effectiveness

The Board is sufficiently independent of management and performs its functious in away to enlrance

Board effectiveness. To further enhance effectiveness, the directors have been trained on various

issues on Corporate Covernance and evaluation of the Board carried out.

Board meeting attendance for the period 1.7.2018 - 30.6.2019

W ffiffi

Board Committees

In line with the provisions of the Kenya Roads Act 2007, the Board established four Standing

Committees. These are Board Finance Committee, Board Human Resources Comrnittee, Board Audit,

Risk & Govemance Committee and Board Technical Commiftee. The comrnittees are provided with

all necessary resources to enable them to undertake their duties in an effective manner.

Audit, Risk & Governance Committcc

The Board Audit Committee was established in accordance with the provisions of Treasury Circular

No 16. of 25. The Board receives reports from the Audit Committee. The Intental Audit function

reports directly to the Board Audit Cornmittee and is independent of management operations.
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Finance Committee

The cornmittee meets on Quarterly basis.The committee assists the Board in its oversiglrt role of the

Authority relatirrg to Authority's finance matters. This is as per the committees Terms of Reference

Board Human Resource Committee

The committee assists the Board in its oversight role of the Authority relating to Authority's human

resource matters. This is as per the committees Terms of Reference.

Board Technical Committee

The committee assists tlre Board in its oversight role of the Authority's function relating to the

technical issues relatiug to the Authority's mandate. This is in terms of the design, construction and

maintenance of roads under the Authority's mandate.
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The directors submit their report together with the audited financial statements for the year ended

30th June 2019, in accordance with the provisions of section of the 38 of Kenya Roads Act2007

which disclose the state of affairs of the Authority.

Principal activities

The principal activity of the authority is the management, development, rehabilitation and

maintenance of the Rural Road Network in Kenya classified as C and others.

Results

The results for the Authority for the year ended 30 June 2079 are set out on page 28.

Directors

The directors who held office during the year and to the date of this report are set out on page 3-

6.

Auditors

The Auditor General is responsible for the statutory audit of the Authority's books of account in

accordance with the provisions of Article 229 of the Constitution of Kenya, Kenya Roads Act

2007 andthe Public Audit Act,2015

By order of the board

G^*
Eng. Luka K. Kimeli

Secretary to the Board

18



MANAGEMENT DISCUSSION AND ANALYSIS
SECTION A

The entity's operational and financial performance

The National Government's commihnent continues to be seen through the improved budgetary

allocation to the road sector. In the Period under review, the Authority received a total of 55.086

Billion against a budget allocation 63.0Billion for the full financial year.

SECTION B

Entity's compliance with statutory requirements

The Authority has complied with atl statutory requirements externally imposed throughout the

Period. There are no major noncompliance issues that rnay expose the authority to potential

contingent liabilities.

SECTION C

Key projects and investment decisions the entity is planning/implementing

The Authority has an ongoing portfolio of 7080 Kms of awarded contracts worth Kshs.277.7 Billion
with 6,928 Kms expected to be completed within the next three years at total cost of Kshs' 259

Billion. The bulk of the contracted works falls under the Roads 10,000 low volume sealed roads

programme. During the Year the Contracts under the Annuity Programme through Public Private

Partnership has progressed past the lst Milestone on Ngong-Kiserian-Isinya and Kajiado Imarora
Roads and LVSR has achieved a cumulative 1,502.81 Km in terms of Milestones.

SECTION D

Major risks facing the entity

The rnaj or risks flrat the authority is exposed to are reported on the note 26 of this report

SECTION E

Material arrearc in statutory/finencial obligations

The Authority is not in arrears in the payment of statutory obligations though it has pending bills of
approximately 22.40billion as at 30n June 2019. These have been included as part of Payables.

SECTION F

The entity's linanclal probity and serious governance issues

There has been no reports of financial improbity by the internal audit, external audit nor Other Government

agencies.
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Kenya Rural Roads Authority is responsible for construction, maintenance, rehabilitation, and

overall management of rural roads in Kenya. The Authority aims to discharge its mandate in a

manner that is economically, socially and environmentally sustainable while contributing to the

national development long term and short term goals.

Environment sustainability

Road works can potentially result in environmental hazard through for instance spillage of carbon

products which may contaminate the surrounding land, dust and noise pollution,_interference with.

the natural drainage resulting in soil erosion among others. Such potential damages and the

mitigating measures are identified during the planning phase in line with the relevant legislation

and govemment regulations.

x x xWork site Survey and clearance x
Removal Storage and reuse x

xDrainage works

Establishment and management of the
site camps

x x x x x

x x x x xEstablishment and management of site
office and workshops

x x xConstruction equipment and fleet
x x x x x xBorrow Pit establishment and management

x x x x xProduction ofconcrete
x x x xConstruction of deviations(side roads)
x xCulvert construction or lengthening
x x x xFormation and widening of cuts

x x xxMaterial haulage
x x xx xPlacement and compaction of fill and

shoulder materials
x x x xAsphalt based pavement works
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Aggregate stockpiling and pre-coating x x x x
Management Hazards and hazardous materials x x
Decommissionine of work sites x x x

Rehabilitation and re-vegetation of all areas x

Table L: Construction Activity and Environmental Impact matrix

Water Quality

1'he prir,rary sources of water contamination in road works include soil sediments and wastes- human, solid

or hazardous materials which includes petroleum lrydrocarbons such as petrol, diesel, solvents and bitumen.

These are rnitigated through soil erosion prevention and sound waste management. The Authority achieves

these through strict adherence to the environmental guidelines during construction. This includes

installation of correct sizes of culverts and performance of routine and periodic maintenance. In addition

nionitoring through annual environmental audits is done.

Air Quality

Reduced air quality is one of the major environmental impacts from the constrttction activities. Fugitive or

airborne dust is the tnost common air pollutant associated with road construction. Dust is labeled as fugitive

air contaminant because it is distributed over a wide area and not restricted to a single point source. The

irnpact from dust particles can be significant because dust is discharged and dispersed at ground level. This

adversely and ireversibly affects the health and safety of the flora and fauna in the surrounding

environment.

Emissions frorn diesel engines contain high levels of fine particles -2.5microns or smaller in particle size

known as Pilf I-lowever, dieseternissions from road construction in the rural Kenya setting do not constitute

a significant source of air degradation in these areas. Scientific studies have linked particle pollution

especially fine particles with a series of significant health problems. In addition to negative health effects,

airborne dust reduces road safety with cloud of dusts roiled up by vehicles moving along unpaved roads

put in danger all road users.

fo address the air contamination issues, the Authority has put in place safety measures to safeguard the

construction workers as well as other road users. These include dust suppression and controlling ofsped of

the construction related vehicles and machinery. At the tendering stage, the Authority requires the

contractor to conduct training for workers about the importance of dust suppression and reduction. The

contractor is also required to disclose the source and the declared quantity available for dust suppression.

Certain measures are taken during the constuction stage including ensuring that diesel generators in

contractor camps are positioned away from all office and accommodation buildings and blocks, ensuring

that diesel engines in construction tmcks and machinery are regularly maintained to avoid excessive diesel-

21



exhaust discharges. In the contractor is required to provide necessary protective equipment to the workers

during construction. Regular monitoring is done to ensure compliance with the guidelines.

Noise and Ground vibration

Noise and ground vibration generated by road construction are usually brief in duration. These are typically

characterized as local given that they tend to decay rapidly as distance from the sources increases. While

they may be temporal and spatial in nature, mitigating noise and ground vibrations is necessary because of

their deleterious health and econornic effects on nearby receptors. Excessive noise emissions and ground

vibrations are regulated by NEMA through the Environmental and Coordination (Noise and Excessive

Vibration Pollution Control) regulations 2009. These regulations require mandatory Environmental Impact

Assessment (EIA) on all construction projects. The Authority ensures that EIA reports are done and

approved before commencement of works on all projects. Tlre contractors are also required as part of the

TOR to prepare and submit a Noise and ground vibration control plan(NGVCP) that declares the

contactors intentions and rnethods for reducing and controlling noise and ground vibration.

Land Use

While road construction and rehabilitation increases land access, changes to land use can arise from

construction activities. For instance, the sites where road materials are extracted are often permanently

changed in use. Whereas laterite borrow pits can be partially or wholly reinstated to allow the lands return

to its former use, quarries are rarely if ever restored to productive uses for agriculture, forestry or urban

development. Extracting sand from designated sand harvesting sites can alter land uses but the amount of

sand required for road construction are minor in comparison to laterite and crushed rock. In certain cases,

contractors may dispose at will construction rubble and oversize rock there by changing the affected land

from productive to non productive land use. The Line Ministry has developed guidelines regarding the

management of materials on site, debris disposal and road induced changes in resource management. As

part of the mitigation measures, the Authority ensures that compensation agreements between the

contractors and the owners or users of land with rock deposits for quarrying acknowledge post construction

uses that include continued operation when and where residual materials remain. The Authority

continuously monitors the effectiveness of the errvironmental guidelines implementation to assure

satisfactory mitigation of adverse impacts from improper disposal of construction debris while maintaining

a working relationship with KFS/KWS planners and specialists to control to advise and consent to more

effective resource management strategies made necessary by improved access.

Community Health

Road infrastructure development brings with it a lot of benefits to the community but with costs. It is

therefore necessary to mitigate the costs for the purposes of enhancing the benefits. One of the pronounced

costs to the community associated with road construction is proliferation and transmission of HIV/AIDS.
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People concentrated in the contractor camp can cany and introduce the virus into nearby community, which

nray not be prepared to deal with an influx of road workers many from outside arrd with money to spend.

A typical contractor camp lrouses construction workcrs majority of which are recruited from outside the

cornmunity. These workers, usually young and sexually active are frequently responsible for spreading

STDs and HIV/AIDS arnong carnp followers and within nearby villages or towns. Several measures are

required to reduce the threat of HIV/AIDS that is related to road construction both inside and outside the

camps. The Authority sets aside funds in each project for HIV/AIDS awareness programs to be carried out

by the contractor during project implementation period. In addition other measures aimed at protecting the

community against vector bome diseases and other diseases caused by fugitive dust and noise and ground

vibration pollution are put in place. The community is continuously involved in ongoing monitoring of the

measures implernented to protect the health, safety and welfare of the community members and the

workforce.

Community Welfare

Providing employnent to communifi members is an uncontestable benefit from road conshtction and

maintenance. In an effort to achieve this, the road contractor is encouraged to recruit labor locally. This is

often valid where a road is to be built using labor intensive technology. The Authority has put mechanism

in place to eusnre that local workers are recruited in preference to outside labor requiring equivalent

qualifications and skills, hiring of unskilled and semi skilled workers recruited from the local labor pool is

gender neutral and ensuring that the wages paid to Iocally recruited workers are equivalent and competitive

with wages paid to outside laborers.

Cultural and Natural Heritage

Historic sites/artifacts as well as places of historical, culturalscientific and scenic interests are more often

at risk during road construction or maintenance. In addition to placement and reservations on both sides of

the road where construction can also take place, the activities and actions associated with site preparation,

earthworks, drainage works and materials development are likely to adversely impact resources of cultural

and natural significance.

Sites of cultural and natural importance have been mapped to provide transportation planners and engineers

with advance information about cultural and natural sites necessary in planning and designing

infrastructure. Field assessment of cultural and natural heritage resources potentially affected by developing

transportation infrastructure is frequently part of an archeological impact Assessment (AIA), a component

of an ESIA. AIA is undertaken by a qualified archeologist and or geologist. Where the AIA is not possible,

the task of identif,ing and protecting Kenya's unknown cultural and natural heritage resources falls to the

construction workforce- the supervision engineer and construction foreman.
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Other Environmental initiatives

The Authority undertook various initiatives in the course of the year geared towards environmental

conservation measures. These included:

i) Staff sensitization workshops on the Environmental Management & Coordination Act

(EMCA), Environmental Policy and Waste Management were conducted in 10 Regional

offices.

ii) Environmental Sustainability Sub-Committees were established in 45 Regions

iiD Project Environmental Sustainability Units were established in Nine (9) major projects

iv) 6,000 No. trees were planted in various Regions (Counties) across the Country

Stakeholder engagement

The authority continued to engage the public in road prioritization and monitoring activities tlrrough the

Constituency Roads Committees and through sensitization workshops. During the year the Authority

entered into Memorandum of Understanding (MOU) with several county governments for the continued

implementation of road works following a court petition that suspended procurement and implementation

of works in 29 counties.

Employee Welfare

To Authority continued to provide economic ernpowerment to the staff by availing loans through the

KeRRA Sacco. Entitlements under the staffmortgage scheme were iucreased considerably as the Authority

implemented the SRC recommendations. The fund which currently stands atKsh.274 Million recorded a

100% uptake at the end ofthe Year.

Staff training and Development

The training committee approved training for various cadres during the year. In addition several worksltops

on cross cutting mafiers were held during the year. A total of 530 Youths were offered and took up

internships/ Attachments.

trthics and Integrity

Integrity Officers were trained by EACC. All are certified as Integrity Assurance Officers representing HQ

and respective Regional Offices.

Building capacity for Small Scale Contractors

The Authority in collaboration with the Development Partners is implementing various

progrrmlmes throughout the country which includes training component. Several training

initiatives were undertaken under these programmes during the year.
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Training under Improvement of Rural Roads and Market Infrastructure in Western

Kenya

The programme is co- funded by the Government of Kenya and the German Development Bank

through their lending arm-KfW on 50-50 basis. The programme aims at improving a continuous

355 kms of rural road network in five counties in western Kenya namely Bungoma, Vihiga,

Kakamega, Busia and Siaya counties.

As part of capacity building, the prograrnme targets to train 250 small scale Contractors in Labor

Based Technology. So far seventy five (75) persons from 25 construction fimrs have undergone

Classroom Training in labor based technology at Kisii Training Cenhe. Suitable trial contracts have

been drawn for them to undertake before they get certified as qualified contractors. Another set of

Eight (S) contractors underwent Classroonr h'aining at KTC together with nine (9) private sector

supervisors who were recruited in2014. Each of the Eight (8) firms provides one director and two

supervisors for training.

The process of pre-qualiffing another set of Contractors for training in labor based technology was

undertaken during thc year'. Thc targct for this phase is seventeen (17) contractors for normal labor

based technology training and twenty five (25) for training under Routing Maintenance.

Training under Cental Kenya Rural roads improvement and mointenance project

The progamme which is implimented in collaboration with the French Govemmerrt targets to

improve 700 Kms of rural roads in Muranga, Kiambu, Nyeri Kirinyaga,and Laikipia to gravel

standards and 165Km of low volume seal roads in the 6 regions

There were substantial training activities carried out under the Year 2 training. The training of the

tast 20 Low Volume Seal contractors was completed during the year and substantial work was

done on the Low Volume Seal demonstration road. Overall the training program delivered a

cumulative 24,296 trainee days or approximately l0lo/o of the original training program.

Sensitisation workshops for special interest groups and other trainings

In addition to the above trainings, the procurement department held various workshops throughout

the country targeting the special interest groups, i.e. women, youth and people living with

disabilities. The workshops were aimed at sensitising these groups on available opporhmities and

how they can take advantage ofthe same.
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Section 8l of the Public Finance Management Act, 2012 and section 14 of the Corporations

Act, require the Directors to prepare financial statements in respect of that Authority, which give a

true and fair view of the state of affairs ofthe Authority at the end of the financial yeary'period and the

operating results of the Authority for that yearlperiod. The Directors are also required to ensure that

the Aurhority keeps proper accounting records which disclose with reasonable accurapy the financial

position of the Authority. The Directors are also responsible for safeguarding the assets of the

Authorlty.

The Directors are responsible for the preparation and presentation of the Authcrity's financial

statements, 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 June 30, 2018. This responsibility includes: (i) maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Authority; (iii) designing, implementing

and maintaining internal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or fraud;

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

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Authority's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates,

in conformity with International Public Sector Accounting Standards (IPSAS), and in the manner

required by the PFM Act, 2012 and the State Corporations Act. The Directors are of tne opinion that

the Authority's financial statements give a true and fair view of the state of Authority's transactions

during Jre financial year ended June 30, 2019, and ofthe Authority's financial position as at that date.

The Directors fluther confirm the completeness of the accounting records maintained for the Authority,

which have been relied upon in the preparation of the Authority's financial statements as well as the

adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain a going

concem for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Authority's financial statements were approved by the Board on

signed on its behalf by:

-l '. lt'i 2019 and

t'-\Yllr'. * \ !t/,( I

Director Director Director
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Telephone: +254\zo) r21 4ooo
E-mall: lnfo@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-CENERAI

E n han c in g Ac c ountabi lity

HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KENYA RURAL ROADS AUTHORITY
FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of Kenya Rural Roads Authority
set out on pages 28 to 65, which comprise the statement of financial position as at
30 June, 2019, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the 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.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Kenya Rural Roads Authority as at 30 June, 2019, and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Public Sector Accounting Standards (Accrual Basis) and comply with the Public Finance
Management Act, 2012 and the Kenya Roads Act,2007.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (!SSAls). ! am independent of Kenya Rural Roads Authority Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

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

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor theyear ended 30 June, 2019



REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

Delays in lmplementation of Projects

The Authority implements road construction, improvement and rehabilitation projects in
the Country in accordance with its mandate and mission. However, as highlighted in audit
reports for previous years, delays in execution of the projects are common and often
result in escalation of project costs through payment of interest and penalties to
contractors. As at 30 June, 2019, records provided for audit indicated cumulative interest
on delayed payments totaled Kshs.220,621,047 having risen by 7,463,935 from
Kshs.213,157,112 at the end of the previous year.

Expenditure incurred on interest and penalties is avoidable and may therefore be
considered as wasteful.

Management have explained the situation as having resulted from delays in receipt of
exchequer issues to pay contractors. However, as highlighted in the attached Appendix,
project management weaknesses, including award of contracts to contractors that lack
capacity to execute large projects, may, to a large extent, explain the unsatisfactory
implementation of the Authority's projects. No disclosure has been provided by
Management on the measures or reforms started to ensure timely and effective execution
of projects in coming years.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internalcontrols, risk management and overallgovernance were not effective.

Report of the Auditor-General on Kenya Rural Roads Authority for the year ended 30 June, 20 I 9
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Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2019
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is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate. ' '
As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor the year ended 30 June, 2019
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uncertainty exists related to events or conditions that may cast significant doubt on
the Authority's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Authority to
cease to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Authority to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances

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

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

n ung
AUDITOR.GENERAL

Nairobi

09 August,2021
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APPENDIX

Delays in lmplementation of Proiects

1.0 Rehabilitation and Repair of Kasoiyo-Saos-Society (D350) Road

As reported in the previous year, the Kasoiyo-Saos-Society (D350) Road rehabilitation
Project was contracted Kshs.818,445,018 and the commencement and expected
completion dates setfor 10 October,2012and 10 February,2016 respectively. The latter
was thereafter revised to 10 April, 2016. Examination of records on the Project revealed
the following unsatisfactory issues:

1.1 Re-Assignment of Works

Works valued at Kshs.504,824,286 were re-assigned to a new contractor on
28 January,2015 after the original contractor was deemed to have performed poorly.

1.2 Delayed Project lmplementation

The Project Progress Report dated 5 August, 2016 indicated an overall completion level
of 99.9% with 130.2o/o of the contract period lapsed. !n spite of the contractor having
requested for substantial project completion inspection on 13 September, 2016,
Management had not carried out the inspection as at 30 June, 2019. Management has
not explained the reasons for the delay in inspecting and taking over the project and why
the main contractor originally awarded the Project was made to re-assign part of the works
to another contractor.

1.3 Construction of Muranga-Gitugi and Njumbi-Mioro (E546)

As reported in 201712018, the contract was awarded at Kshs.2,120,325,200 with
commencement and expected completion dates of 31 July, 2012 and 2 February,2015
respectively. A review of the Project file and the related records revealed the following
unsatisfactory matters:

1.4 Delayed Project Delivery

Overall project delivery was at 73o/o as at 30 June,2018 despite 40 months of the contract
period having lapsed. A review of the status as at 30, June 2019 revealed that the project
was at 88% level of completion, which denoted that progress on its completion was slow
in the year under review as well.

ln addition, included in the project payment certificate Number 20 dated 27 June,2017
was interest totalling to Kshs.7,001,678 charged on delayed payments. The cost would
not have been incurred had the certificate been paid on time.

2.0 Construction of Ka ptama-Kapsokwony-Siris ia (257 1265) Road

The 67.79 Kilometers road project traverses Kimilili, Bungoma West and Mount Elgon
sub-Counties of Bungoma County. The Project is divided into four (4) parts as follows:
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i. Kamukuywa- Kaptama (D285)
ii. Kaptama-Kapsokwony-Namwela (D27 5)
iii. Kapsokwony-Kimilili (D265)
iv. Namwela-Chwele(C42)

14 KM
40.32 KM
8.37 KM
5.1 KM

Review of the project's records revealed the following unsatisfactory matters:

2.1 Delayed Project Delivery

The Project completion status as of 31 July, 2015, indicated weighted average completion
fevelof 94%. This was in spite of the contract period having expired on 13 May,2010 and
sixty-one (61) months having lapsed after the Project's contracted completion date.

Further, aVailable information indicated that the project contractor was put under
receivership in 2015. Consequently, the contractor's yard including the site offices at
Kamukuywa, were placed under a Receiver Manager and all site operations halted. Rent
arrears totalling Kshs.3,028,125 due to the Authority from the contractor on account of
Mwatunge Camp in Taita Taveta under a previous contract with the Authority were
outstanding.

The Receiver Manager in July 2015 wrote to the Authority requesting for mutual winding
up of the contract on account of insufficient contract fund balance for the remaining works.
ln response, the Authority concurred and requested the Resident Engineer to commence
on the mutual winding up of the contract, undertake a project appraisal and submit a
report with recommendations by 27 July, 2015. Further, the Attorney-General on 1

September,2016 advised Management to terminate the contract forthwith in accordance
with Clause 63.1 of the Conditions of the Contract. However as at 30 June, 2019, there
was no evidence of any action having been taken to resolve the matter.

From the foregoing, the public may not have obtained value for money on the contract
valued at Kshs.2, 622,131,272.

3.0 Construction to Bitumen Standard of Naromoru-Munyu-Karisheni Road

As reported previously, the project scope entailed construction of four (4) roads covering
45 kilometres in aggregate at a contract sum of Kshs.2,468,815,445. The contract
commencement and expected completion dates were 1 October, 2012 and
30 September,2014 respectively. The following anomalies were noted in respect to the
project:

3.1 Re-assignment of Works to a New Contractor

The main contractor, after obtaining approvalfrom the Authority in March, 2015, assigned
another contractor works valued at Kshs.2,064,537,961 covering a distance of 39.9
kilometres on 21 April, 2015. The details of the assigned roads were as follows:

i. Road D448 6+000 to Km 21+200 (Karisheni) 15.2 Kms
ii. Road E1714 Lusoi-Munyu-Kakuret 7.3 Kms

Report ofthe Auditor-General on Kenya Rural Roads Authorityfor theyear ended 30 June, 2019
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iii. Road RAR2TGiting'a-Kamburaini-Sarafina
iv. Road RAR 29 lbauini-Mwicwiri-Njoguini

7.3 Kms
10.1 Kms

3.2 Delayed Completion

After the re-assignment, the main contractor's scope was reduced to 6 Kilometres or
13.3o/o of the project's scope. However, as at 30 June, 2017, the overall project completion
rate was 72o/o fifty-seven (57) months or nearly five years after the expected completion
time. The assigned contractor's works were at71.23% level of completion in spite of the
contract period having lapsed two months earlier. Overall, the combined project delivery
rates stood at73.1o/o,91o/o alld 95.7% as at 30 June, 2017,30 June, 2018 and 30 June,
2019. No adequate explanation was provided for the slow implementation of the project.

4.0 Rehabilitation and Repair of Eldoret-Ztwa-Kachibora-Eldoret-Kabenes Road

As reported in 201712018 financial year, the contract cost was Kshs.1.435,212,465 with
commencement and expected completion dates of 1 September,2Oll and 1 March, 2014
respectively. The completion date was thereafter revised to 1 March, 2016. Examination
of the project's records revealed the following unsatisfactory matters:

4.1 Scaling Down of Works

The contract was subsequently repackaged into three (3) sections with a new total
contract sum of Kshs.2,575,110,585 as follows:

i) Eldoret-Kabenes 24 Kms Kshs.974,301,651;
ii) Kabenes-Kachibora 31 Kms Kshs.1,064,762,019; and
iii) Moi's Bridge-Kachibora 20 Kms Kshs.536,046,915.

The first section was repackaged as Addendum No.2 as approved by the Authority's
Tender Committee on 12 September,2014. !twas to be executed underthe initialcontract.
The second section was subjected to open tendering and to a new contractor on
19 June, 2015 at a contract sum of Kshs.1,313,914,382 whereas the third section
estimated to cost Kshs.536,046,915 was deferred for implementation under the annuity
programme.

4.2 Delayed Project lmplementation

The revised contract period lapsed on 1 March, 2016. However as at 30 June, 2017 , the
overall progress was reported at 96% with only 88.2o/o of the works having been certified.
Management did not provide a satisfactory explanation for the escalation of project costs
by 79.5% of their original cost, and the significant delay in completion of the works even
they were reportedly rationalized.

5.0 Construction of Kibunja-Molo-Olenguruone Road (D316)

The project is located in Molo, Nakuru County and covers an approximate distance of
51 kilometres. lt was awarded at a contract sum of Kshs.742,290,293 and thereafter
revised to Kshs.844,347,348. The commencement and expected completion dates were
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6 August, 2010 and 6 February,2016 respectively. Examination of the project fib and
related records revealed the following unsatisfactory matters:

5.1 Assignment of Works

The original contractor assigned works valued at Kshs.113,137,135 to another contractor
in unclear circumstances.

5.2 Delay incompletion

The progress of work report for December 2014, measured work done at 67.73o/o of the
contract scope. However, the project was incomplete as at 30 June 2018 and a review of
its status as at 30 June, 2019 confirmed that the pending issues had not been resolved.

6.0 Gonstruction of Sigalagala-Musoli-Sabatia-Butere Roads (D260/E390)

The project covers a distance of approximately 34.25 kilometres and was awarded at a
contract sum of Kshs.1,809,465,663 on 28 March, 2011. The works were to be executed
in twenty-four (24) months with the expected completion date set for 6 June, 2013. The
following unsatisfactory issues were noted from examining the project's records:

6.1 Re-assignment of Part of the Works

The main contractor entered into a works re-assignment agreement in December 2014,
eighteen (18) months after the expiry of original contract date. Out of the total contracted
distance measuring 34.5 kilometers, 25 kilometers or 73% was reassigned to a new
contractor at a contract sum of Kshs.1,113,658,598. The assignee was to complete the
works in 18 months.

6.2 Advance Payments

As at 30 June, 2017 , of the advance payments totalling Kshs.180,946,566 made to the
main contractor, only Kshs.22,808,548 had been recovered leaving Kshs.158,138,018
outstanding.

6.3 Delayed Project lmplementation

Project progress report as at 30 June, 2018 indicated 74.3o/o combined leve! of project
completion. The works were sixty (60) and twenty-four (24) months behind schedule for
the main and assigned contracts respectively.

6.4 Failure to lnvoke Liquidated Damages

Clause 47.1 of the conditions of the contract which required the Employer to deduct
liquidated damages amounting to Kshs.100,000 per day after expiry of contract period if
no extension of time was granted, had not been enforced. Management did not provide
a satisfactory explanation for its failure to enforce the Clause or extend the contract as
necessary.
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As at 30 June, 2019, the Project had not been completed. No adequate explanations
were provided by Management for the unsatisfactory execution of the contract.

7.0 lsiolo Township Roads Lot 1 RWC/174A

The contract for lsiolo Township roads was awarded on 6 January,2017 at a contract
sum of Kshs.980,682,371. lt was to be implemented in twenty-four Q$ months ending
on 23 March, 2019. The progress of work report dated 21 June, 2019 indicated that work
done was equivalent to 53% of the scope of the project. The value of certified works paid
was Kshs.501,618,904 equivalent to 56% of the contract sum. Although the Project was
behind its scheduled completion date, there was no evidence of the contract period
having been extended or Management having invoked liquidated damages clauses in the
contract.

Further delay in completing the project may result in escalation of its costs due to
economic or other causes.
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Ifutr1,x Rurul Roads Authorily
Artnual Report and Firruncial Slutentents
For the .t ear ended 3Ut' Juue 2019

FOR THE YEAR ENDED 30 JUNE 2019

Statement of Financial Performance

Note

2018-,019

Jun-19

Shs'000

2017-20t8

Jun-l8

SIN'000

Revenue fmm Non Exchange Transactions

Road Maintenarrce levy Fund

Government Grarts

Developnrcrt partners' Grants

Total Revenue fiom Non Exchange Transactions

Revenue fmm Exchange Transactions

Finance Incorne

Ottrer inconr

Rental Revenue

Total Revenue frcm Exchange Transactions

Total Revenue

6

7

8

16,926,623

I 68,000

896,320

15,103,974

150,000

894,500

17,990,943 16,148,474

9

10

ll

720,189

68,537

122

988,592

23,354

1,339

789,848 913,285

18,780,790 17,061,759

Road Works costs

Directors'Costs

Empbynrnt Costs

Repairs and nnintenance

Other Operating Costs

Depreciation and arnntizatbn expense

12

l3

t4

15

t6

17

13,804,282

21,839

1,675,909

57,743

358,5 l3

73,274

18,017,728

33,635

2,336,999

51,016

392,507

112,200

Total Expenditurc 20,944,083 15,991,561

Opertaing Deficit /Surplus for the year (2,163,293) 1,070,198

The significant accounting policies on pages and the notes on pages 32 to 60 form an integral part

of these financial statements.
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,irtruutl l?cport uttd i:'itrftrrLi(Ll :llule fitatris

llot' llte ltatu' ended .j0't' Jutrc 2019

Note

2018-20I9
Jun-19
Shs'000

20t7-2018
Jun-l8
Shs'0OO

Current Assets
Cash and cash equivalents
Receivables Aom exchange lransactions
Receivables from non exchange transactions

Inverrtories

Non-Current Assets
Properby Plant and EquiPment
Road Infrastructure Assets
Capital Work In Progress

Total Assests

1B

19
19

20

28,487,736
18,904,974
5,799,942

5,124

24,622,378
20,314,O24
9,517,569

6,292

53 197,'776 54,460,262

2t
22
23

292,774
6'7,992,504

202,656
39,229,O92
93,428,741115 170,o82

183 455,361 122,860,489

236"653,137 177 320 751

Current liabilities
Payables from exchange transactions
P ayables from Non-Exchange transactions
Ernlrloyee benefit obligation

Non Curent Liabilities
Payables from exchange trans actions

Total Liabilities

Net Assets

24
24
25

24

28,645,936 6,485,758

t24"468 too.282
28,77O,4O5 6,5 86.040

7 711,642 5 500,090
7 7LL,642 5,500,090

36,482,047 12,086,730

2OO,L '71,090 165,23 4,622

GOK DevelopmentFr.rnd
StaffMortgage Fund
Ac cumulated@ eficit)/ S urph:s

SCNA
SCNA
SCNA

201,422,676
277,844

164,326,'164
273,996
633,862(L,529,43 0)

Tstal Net"As q ptF a+d. Liabili{g s

The significant accounting policies on pages and the notes on pages

of these financial statements. The financial stateryents on pages 2.6 to 52 were approved for issue by

the bogrdqldirectors on --------------:-and were signed on their

Iffi.mF

34.622

Ag. Director General
Eng. Luka Kimeli

ou,..{3bsJ5

Head of
CPA

Date

29

:6407
N

the Board

$ tuct



o
(f)

t)
tr
a)
E
0)
cl
(r)

G,

o
GI
tr

o)
(r)
o

(H
o
L
GIA
(g

ho

d

tr
e
c.ltr)
o
\o
c\l
v,
C)
o0
clr
o
ah
o)

o
a
q)

!c6
v,o
o0
clq

o
v,
o)
o
op
b0
tr

o
C)o(!
c6o
c
bo
t)
o
F

OtO
t-
OON

sf,
$
00
t-.r-
N

r-
c--
\o^
Nc{\r
o
c.i

o
co
!f,
o\
C\\a

o\

N
o

h

ra

co
O,
o.l
rn\o

c.l

cadco(\l \o o\\Of-N
.+ O\ cocn O\ \OoI o^ -1t.l r-- c.l\oc.)v

Hs"
cfi co
r-
N

ca
c\l\o
$
co
N
(.)
\o

\o
Olq.
cn
tr-
c{

\a[ trr c{\o[ \o H
\[ qq
\oi \o \
c.l ll (\ O\
c")^ll c"i o^
$[ s F--\oll \o cn
-[H

ta o oolf- r) O\lO=N-l
X*cnOl
- O\ r- f-l0) 6 c..l ol6KS'l;l

6l
oti

\OQ

Ed3
cn

(a

o
b0
6l
o0

E:
>E
EI
GI

a

EroT ilK
=.ncoX orr)r-E,=tOOol*,E;$iXllE*Fta

o()

c\\o
oo^

co
e4\o

c.l\o
oo
co
ca\o

lal o oo
caoO\coOH

Q\idder^€f-e eo vQ
GV
U)-

U)

.6
q)

H2
EIaCn
(.)

o
oz

l-i6o

9itf
9p

-E H
->io'oN .a)-ts
-b'6 IE 8€
iEa
eEA

r-
o(\I
o)
EI

h

o
?a

L(\l
G)
>r
I
9p.lr

TE E
O'O.t(\r g-E
-b'b LE 8€

U)

3EAr,rEE4rxa

o\
e
N
(l)

h
(f)

E'o,!o
A
H
fi
Gq)

€)

r<o
f=



FOR THE YEAR ENDED 30 JI'NE 2018

Statement of Cashflows

Cash florm fitm operating activities
Srnphs 6r the year
Adjustments for:
Prior Year adjustment
Deprechtbn ofproperty, phnt and equfument

Interest Inconre
Changes in operoting ossets and liabililies
Receivabbs from exchange trarsactbm
Receivabhs from non exchange tansactions
Inventories
Payables from Norexchange transactbns
Payables from exchange transactions
Eurpbyee benefit obligatbn

Net cashfrom operating acttvities

Cash flous fiom investing activities
Interest Incorne
Puchases ofProperly Phnt and equipment

Addition in Road infastuctut assets

Net cash used in investing activities

Cash flous fiom Financing activities
CapitalGrant received
Modgage Fud

Net cash usedfrom invating activities

(2,163,293) 1,070,198

Note

2t

2l
23

2018-2019
Jun-l9
SIN'000

112,200
(720,189)

1,409,050
3,703,678

1,168

24,385,680
24,187

20172018
Jurl8
Shs'000

73,274
(888,592)

(3,165,411)
4,391,739

141
(5,162,058)
2,235,975

40,028

720,189
(202,3t8)

(60,504,754)

26,752,482 (1,404M)

888,592
(71,869)

(3 1,930.339)

(59,986,883) (31,1 13,616)

37,095,912
3,848

35,273,250

37,099,761 35,273,250

Net irrcrease in cash and cash equivabnts

Cash and cash equivabnts at start ofyear

Cash and cash equivahnts at end ofyear lg 28,487,736 24,622,378

The significant accounting policies on pages and the notes on pages 26to 52 form an integral

part of these financial statements.

3,965,359

24,622,378

2,754,929

21,867,450
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1. Development Parhers Grants
Shortfall was as result in delay Donor Disbursements

2. Finance Income
Reduced fixed deposits due to Challenges in KRB Regional funding

3. Other Income
Slow uptake of free online Tender documents from our Website.

4. Expenditure
i. Employments Costs -Delay in filling approved Re-categorization of the

Structure
ii. Maintenance Cost- General cost containment.
iii. Operating Expenses - Delay implementation of computer Networking and

Included in the Budget is Fixed Assets of Ksh 385M
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1. General Information

Kenya Rural Roads Authority (KeRRA) is a State Corporation established under the

Kenya Roads Act2007.The Authority is headed by a Board of Directors led by a chairman

with the Director General being the Chief Executive of the Authority. The Authority is

responsible for the management, development, rehabilitation and maintenance of the Rural

Road network in Kenya classified as D, E and others.

2, Statement of compliance
The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements in conformity with Intemational Public Sector

Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also requires
management to exercise judgement in the prpcess of applying Kenya Rural Roads Authority
accounting policies. The areas involving a higher degree ofjudgement or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed in
Note 4

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting culrency of Kenya Rural Roads Authority .

The financial statements have been prepared in accordance with and comply with

International Public Sector Accounting Standards (IPSAS) issued by International Public

Sector Accounting Standards Board (IPSASB), the Public Financial Management Act,

2012, Public Audit Act,2015 and Kenya Roads Act2007.

3. Adoption of new and revised Standards

i. Relevant new standards and amendments to published standards effective for
the ended 30 June 2019

Standard Effective date and impact:
IPSAS 40: Public
Sector
Combinations

Applicable: lst January 2019t
The standard covers public sector combinations arising from exchange
transactions in which case they are treated similarly with IFRS 3(applicable to
acquisitions only) Business combinations and combinations arising from non-
exchange transactions which are covered purely under Public Sector
combinations as amalgamations.

The Authority has not engaged in any business combination and thus the

standard has no impact in /inancials
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Standard Effective date and impact:

IPSAS 41:

Financial

Instruments

IPSAS 42: Social

Benefits

ii. New and amended standards and interpretations in issue but not yet effective

in the ended 30 June 2019

Applicable: lst January 2022:

The objective of IPSAS 41 is to establish principles for the financial reporting

of financial assets and liabilities that will present relevant and useful

information to users of financial statements for their assessment ofthe amounts,

timing and uncertainty of an entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful information

than IPSAS 29,by:

. Applying a single classification and measurement model for financial

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

objective for which the asset is held;

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

applicable to all financial instruments subject to impairment testing; and

. Applying an improved hedge accounting model that broadens the

hedging arrangements in scope of the guidance. The model develops a

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

accounting treatment for instruments held as part of the risk

management strategy.

The Authority does hotd Jinanciol assets in the course its normal operations

andthus the standardwill impact thefinancials. The authority is inthe process

of realigning its reporttng to reJlect the antictpated changes especially of assets

held in the foreign currency.

Applicablez I't January 2022

The objective of this Standard is to improve the relevance, faithf '

representativeness and comparability of the information that a reporting entity

provides in its financial statements about social benefits. The information

provided should help users of the financial statements and general purpose

financial reports assess:

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

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

(c) The impact of such social benefits provided on the entity's financial

performance, financial position and cash flows.

The Authority currently does not have any ongoing social Benefits Progtammes

and thus the standard is not expected to have any impact.

i. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2019
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these financial statements

are set out below. These policies have been consistently applied to all the years presented,

unless otherwise stated.

(a) Basis of Preparation
The financial statements have been prepared under the historical cost convention, unless

otherwise stated. The Financial Statements are presented in Kenya Shillings which is the

functional and reporting currency of the Authority and all values are rounded to the nearest

thousand (Ksh 000).

(b) Presentation of Financial Statements

The financial statements comprise of statement of financial performance, statement of
financial position, statement of changes in net assets/reserves, the statement of cash flows

and statement of comparison of budget and actual amotmt and the notes to the financial

statements,

The Authority classifies its expenditure by the nature of expense methodology.

The disclosure on risks are presented in the financial risk management objectives and

policies contained in note 5.

(c) Budget Information
The original budget for FY 2018-2019 was approved by the National Assembly in June

2018. Subsequent revisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities.

The Authority's budget is prepared on a different basis to the actual income and expenditure

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

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

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

statements were recast from the accrual basis to the cash basis and reclassified by

presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented

in the statement of comparison of budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are

also made for differences in the formats and classification schemes adopted for the

presentation of the financial statements and the approved budget.

(d) Taxation
The Authority is an appointed tax agent for Kenya Revenue Authority with the mandate to

withhold tax and remit to Kenya Revenue Authority. The withheld taxes are recognized as

current liabilities until paid to the relevant Authority.
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Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paicl to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Entity operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net

assets and not in the statement of financial performance. Management periodically evaluates

positions taken in the tax retums with respect to sihrations in which applicable tax

regulations are subject to interpretation and establishes provisions where appropriate.

(e) Translation of foreign currencies

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange

on the date of the transaction. Trade creditors or debtors denominated in foreign currency

are reported at the statement of financial position reporting date by applying the exchange

rate on that date. Exchange differences arising from the settlement of creditors, or from the

reporting of creditors at rates different from those at which they werc initially recorded

during the period, are recognized as income or expenses in the period in which they arise.

(0 Revenue recognition

Revenue comprises the fair value of consideration received or receivable in the ordinary

course of business. In accordance with the Kenya Roads Act 2007 , revenue comprises all

proceeds from the Kenya Roads Board Fund, Grants, Loans and donations from Central

Government and Development partners, and such moneys, sums or assets that may accrue

to the Authority. The revenue is for specified purposes including maintenance. rehabilitation

and development of the rural road network in Kenya.

The Authority recognizes revenue when the amount of revenue can be reliably measured

and it is probable that future economic benefits will flow to the Authority.

0 Road Maintenance Levy Fund
Receipts from the Road Maintenance Levy Fund comprise of 21% of collections from the

Road Maintenance Levy Fund administered by the Kenya Roads Board in accordance with

the Kenya Roads Board act1999 and varied to accommodate the constitution in relation to

Counties.

Proceeds from the Road Maintenance Levy Fund are generally recognized in the Statement

of Financial Performance on accrual basis.

ii) Agricultural Cess
The Agricultural Cess comprises of 80% of all monies collected as Cess in respect of tea

and coffee as per Agricultural Act. The fi.rnd is administered by Kenya Roads Board.

Proceeds from agricultural Cess are recognized in the Statement of Financial Performance

on accrual basis.
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iit) Transfercfrom Government and other entities
The Kenya Roads Act2007 provides the Authority may receive all monies from any other

source provided for or donated or lent to the Authority. Such monies are recognized as they

accrue in the period in which the transfer becomes binding at fair value, in the 'Statement

of Financial Performance', unless the collectability is in doubt. The fair values can be

determined by reference to the market rate.

Where a transfer is subject to conditions tlmt if unfulfilled require a retum of the transferred

resources they are recognized as a liability until the condition is fulfilled.

iu) Interest Income
Interest income and expense, including interest income from non-derivative financial assets

are recognized at fair value through the Statement of Financial Performance using the

effective interest method. Interest income is accrued on a time basis and is calculated on

call and fixed deposits held with approved banking institutions.

u) Rental Income
Rental income arising from operating leases on investment properties is accounted for on a

straightJine basis over the lease terms and included in revenue.

vi) Other income
Other income arising from sale of tenders and fees levied by the Authority is accounted for
on receipt

(g) Financial Instruments
(i) Financial assets
Financial assets within the scope of IPSAS 29 are classified as financial assets at fair value

through surplus or deficit, receivables, held-to-maturity investments or available-for-sale

financial assets, as appropriate. The Authority detennines the classification of its financial

assets at initial recognition.

Receivables

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

are not quoted in an active market. They arise when the Authority provides money or

services directly to a debtor with no intention of trading the receivable. Receivables mainly

arise from non-exchange tansactions which accrue in the ordinary course of business and

there is no intention of trading the receivable.

Receivables are recognized initially at the fair value. They are subsequently measured at

amortized costs using the effective interest method less provision for impairment.

A provision for impairment of receivables is made when there is objective evidence that the

Authority will not be able to collect all amounts due according to the original terms of
receivables

The carrying value less discounts and any impairment provision of impairmbnt is assumed

to approximate their fair values. For financial instruments such as short term receivables,
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no disclosure of fair value is required when the canying amount is a reasonable

approximation of fair value.

The Authority is allocated funds by the Government and Kenya Roads Board in accordance

with the approved budget and allocation criteria set out in the Kenya Roads Board Act,

1999. The amounts allocated are referred to as 'disbursements' and are released to the

Authority based on the disbursement schedule. Any amounts not released at any time are

recognized as receivables.

Receivables are classified as current assets if payment is due within one year or less. If not,

they are presented as non-crurent assets.

(ii) Financial Liabilities
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Authority

determines the classification of its financial liabilities at initial recognition.

Payables

Payables are obligations to pay for goods or services that have been acquired in the ordinary

course of business from suppliers. Payables also include payments in respect social benefits

where formal agreements for specific amounts exist.

Payables are recognized initially at fair value and subsequently measured at amortized cost

using the effective interest method. The historical cost carrying amount of payables subject

to the normal credit terms usually approximates fair value. Payables are classified as current

liabilities if payment is due within one year or less (or in the normal operating cycle of
business if longer). [f not, they are presented as non-culrent liabilities.

(h) Provisions

Provisions are recognized when the Authority has a present obligation (legal or

constructive) as a result of a past event, it is probable that the Authority will be required to

settle the obligation, and a reliable estimate can be made of the amount of obligation.

The amount recognized as a provision is the best estimate of the consideration required to

settle, the present obligation at the reporting period end, taking into account the risks and

uncertainties surrounding the obligation.

Contingent Liabilities
The Authority does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

Contingent assets

The Authority does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurence or non-occulTence of one or more uncertain
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future events not wholly within the control of the Authority in the notes to the financial

statements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured

reliably. the asset and the related revenue are recognized in the financial statements of the

period in which the change occurs

(i) Operating leases

Leases of assets where a significant proportion of the risks and rewards of ownership are

retained by the lessor are classified as operating leases. Payments made/received under

operating leases are charged/credited to the statement of financial performance on a straight

line basis over the lease period. Prepaid operating lease rentals are recognized as assets and

are subsequently amortized over the lease period.

0) Provision for liabilities and charges

Provisions are recognized when the company has a present legal or constructive obligation

as a result of past events, it is probable that an outflow of resources embodying economic

benefits will be required to settle the obligation, and a reliable estimate of the amount of the

obligation can be made.

(k) Property, plant and equipment

All categories of property, plant and equipment are initially recognized at cost and

subsequently carried at cost less accumulated depreciation and accumulated impairment

losses. Cost includes expenditure directly attributable to the acquisition of the assets.

Computer software, including the operating system that is an integral part of the related

hardware is capitalized as part of the computer equipment. All other items of property, plant

and equipment are subsequently carried at cost less accumulated depreciation and

accumulated impairment losses.

Subsequent costs are included in the asset's carrying amount or recognized as a separate

asset, as appropriate, only when it is probable that future economic benefits associated with

the item will flow to the company and the cost of the item can be measured reliably. Repairs

and maintenance expenses are charged to the statement of financial performance in the year

in which they are incurred.

Where an asset is acquired in a non-exchange transaction for nil or nominal consideration

the asset is initially measured at its fair value

Depreciation is calculated using the straight line method to write down the cost of each asset

to its residual value over its estimated useful life using the following annual rates:
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Buildings
Computers

Furniture and Fittings

Tecturical Equiprnent

Motor Vehicles
Road [n frastructure Assets

Rate - 7o

2.s%
33.3%
12.5%

12.5%

25.0%

As no parts of items of property, plant and equipment have a cost that is significant in

relation to the total cost of the item, the same rate of depreciation is applied to the whole

item.

The assets'residual values and qseftll lives are reviewed, and adjusted if appropriate, at each

balance sheet date. Gains and losses on disposal of property, plant and equipment are

determined by reference to their carrying amount and are taken into account in determining

operating surplus.

(D SpecialisedPublicSerryiceAssets-InfrastructureAssets
International Valuation Standards Committee defines specialized public asset as an asset,

owned and/or controlled by a governmental or quasi-govemmental entity, for the provision

of some public service or good.

The authority deals in construction of roads infrastructure which falls in this category and

constitutes part of property, plant and equipment within the meaning of IPSASs.

Like other assets, all specialized public service assets provide either service potential or

future economic benefit. Service potential is a measure of the capacity of an asset to provide

services or benefits to those that use that asset. Future economic benefit is a measure of the

capacity of an asset to provide monetary benefits to those that hold or own that asset.

(m) Construction contracts

A construction contract is defined as a contract specifically negotiated for the construction

of an asset. Contmct costs are recognized as assets in the period in which they are incurred.

Where the outcome of a consfuction contract can be estimated reliably, costs are recognized

by reference to the stage of completion of the contract activity at the end of the reporting

period, measured based on the proportion of contract costs incurred for work performed to

date relative to the estimated total contract costs, except where this would not be

representative of the stage of completion. Variations in contract work, claims and incentive

payments eire included to the extent that the amount can be measured reliably and its

payment is considered probable.

The Authorify uses the 'percentage-of-completion method' to determine the appropriate

amount to recognize in a given period. The stage of completion is measured by reference to

the contract costs incurred up to the end of the reporting period as a percentage of total

estimated costs for each conhact. Costs incurred in the year in connection with future
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activity on a contract are excluded from contract costs in determining the stage of
completion. They are presented as inventories, prepayments or other assets, depending on

their nature.

Progress billings not yet paid to the contractors and retention are included within 'Payables'

in the statement of financial positiori.

Costs incurred on maintenance contracts are charged in the statement of financial
performance in the period in which they are incurred.

(n) Impairment of Non-Financial Assets

At each reporting period end, based on internal and extemal sources, the Authority reviews

the carrying amounts of its tangible and intangible assets to determine whether there is any

indication that those assets have suffered an impairment loss. If any such indication exists,

the recoverable amount of the asset is estimated in order to detennine the exterrt of the

impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the

Authority estimates the recoverable value of the asset.

Impairment losses are recognized as an expense in the Statement of Financial Performance

whenever the carrying amoturt of an asset exceeds its recoverable amount. Where an

impairment loss subsequently reverses, the carrying amount of the asset is increased to the

revised estimate of its recoverable amount. A reversal of impairment loss is limited to the

assets carrying amount that would have been determined had no impairment loss been

recognized in prior years. A reversal of an impairment loss is credited to the Statement of
Financial Performance in the year reversals are recognized,

(o) Inventories

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

received through non-exchange transactions (for no cost or for a nominal cost), the cost of
the inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and condition is accounted

for, based on purchase cost using the weighted average cost method.

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

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

replacement cost.

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

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

exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in
the ordinary course of operations of the Authority
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(p) Cash and Cash Equivalents

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

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

are readily convertible to known amou-nts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the various commercial

banks at the end ofthe financial year.

(q) Nature and purpose ofreserves

The Authority creates and maintains reserves in terms of specific requirements.

The net assets are made of up of designated funds and accumulated reserve which are

explained as follows:

(i) Staff Mortgage Fund
The Authoriry established independently managed staff Mortgage Scheme Funds for

members of staff. The scheme is based on a minimum cash balance at the Kenya

Commercial Bank account commensurate with the mortgage amount. This cash balance,

built up for the schene as a revolving fund.

There was no transfer fiom the accumulated surplus to the staffmortgage fund during the

year

(ii) Capital Furttl
The Authority established a Capital Fund in for the purpose of purchase of office property

plant and equipment.

(iii)A cc um ulate d s urp I us es/D eftcil

Accumulated surpluses/ (deficit) represent excess operating revenue over expenditure

which has accumulated over the years. These funds are available for utilization in the

Authority's operations in the subsequent years.

(iv)Development Futtd

Development fund represents the Authority's investment in infiastructure assets as funded

by the exchequer development vote.

(r) Changes in accounting policies and estimates

The Authority recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively if retospective application

is impractical.

(s) Employee Benefits

The Authority provides retirement benefits for its eligible employees. The Authority

operates defined contributions provident fund administered by an independent

administration company and trustees and which is funded by both the employee and

employer.
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The Authority and its ernployees also contribute to the statutory pension scheme, The

National Social Security Funds (NSSF). Contributions are determined by the local statute

.The Authority also sets aside on monthly basis the gratuity for its employees who are on

contract basis.

The contributions to fund obligations for the payment of retirement benefits are charged to

the statement of financial performance in the year in which they become payable.

The total expense recognized in the income statement of Shs 84.74 Million(2016-2017: Shs

109.42 Million) represents contributions payable to the plan by the Authority at rates

specified in the rules of the plan. The expense has been included within the staff pension

costs under staff costs.

(t) Comparatives
Where necessary, comparative figures have been adjusted to conform to changes in
presentation of the Financial Statements as required by International Public Sector

Accounting Standards and any amendment whenever necessary in the current year

(u) Subsequent Events

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

the financial statements for the year ended June 30, 2018.

5. CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND
ASSUMPTIONS

In the process of applying the Authority's accounting policies, the directors have made

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities as at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period.

Estimates and judgments are continually evaluated and are based on historical experience

and other factors, including expectations offuture events that are believed to be reasonable

under the circumstances. Although these estimates are based on the directors' knowledge of
current events and actions, actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to

accounting estimates are recognized in the period in which the estirnate is revised if the

revision affects only that period or in the period of the revision and future periods if the

revision affects both current and future periods.

(a) Critical Judgments in Applying the Authority's Accounting Policics

In the process of applying the Authority's accounting policies, judgments have been made

in determining:

o Whether the assets are impaired;
. The classification of financial assets;

o The going concern.
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(b) Critical Accounting Estimates and Assumptions

The key areas ofjudgments and sources of uncefiainty in estimation are as set out below:

(r) Contingent Liabilities
As disclosed in these financial statements, the Authority is exposed to various contingent

liabilities in the normal course of business. The directors evaluate the status of these

exposures on a regular basis to assess the probability of the Authority incurring related

liabilities. However, provisions are only made in the financiai statements where. based on

the directors' evaluation, apresent obligation has been established.

(iil Provision for Doubtful Debts
The Authority reviews its receivables to assess the likelihood of impairment. Provision for

impairment of receivables is established when there is objective evidence that the Authority

will not be able to collect all amounts due. Where necessary, an estimation of the amounts

irecoverable is made in that year. Provision for impairment shall be recognized upon

approval by the Board of Directors.

(itt) Other Provisions
Other provisions are recognized when the Authority has legal or constructive obligation as

a result of past events, for which it is probable that an outflow of economic benefits will be

required to settle the obligation, and a reliable estimate can be made of the amount of the

obligation.

(iu) Impairment Losses

At each reporting period end, the Authority reviews the canying amounts of its tangible and

intangible assets to determine whether there is any indication that those assets have suffered

an impairment loss. If any such indication exists, the recoverable amount of the asset is

estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the

Authority estimates the recoverable value of the asset. Any impairment losses are

recognized as an expense immediately. Where an impakment loss subsequently reverses,

the carrying amount of the asset is increased to the revised estimate of its recoverable

amourt. A reversal of an impairment loss is recognized as income immediately.

2018-2019 2017-2018
Shs'000 Shs'000

6. Road Maintenance Levy
l0% Constituerrcy Links Roads

10% Special allocation

22Yo Corstrtuency Roads Ftutd

RMLF Operatiors

Total Road Maintenarrce l,evy

2,901,947

4,916,410
6,164,270
3,044,003

2,668,000

3,678,924
5,858,000
2,899,050
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I(eny a 17 r,,',, 1 R o a d s .,l u I h o r i l.t'

,4trnrtal Report and Fiuuttcial Slalentertls
For tha yeur ended 30't' .lune 20 l9

2018-2019
Shs'000

2017-2018
Shs'000

7. Other Government Grants
Development Projects
Spot Improvement Projects

Administrative fixrds

Total Government Grants

Deferred Income
Transfer to Development Fund

8. Development Partners Grants
EuropeanUnion
L'Agence Frangaise de D6veloppement(AFD)
German Deve pment Bank(KF W)
BADEA
Total Development Partr:ers'Grants

9. Finance Income
Interest from fted deposits

10. Other Income
Recefits from sale oftenders
Other Irvies
Total other income

11. Rental Revenue
Receipts from operating lease rental

Total Rental revenue

12. Road Works Expenditure
RMLF \Oo%-Corstituency Link Roads

RMLF 22%o-Constituency Roads Fund

RMLF 1 0%o- Special Allocation
Donor Funded Projects

GoK Spot Improvement Fwrds

Coffee Cess
Equilisation Fund

Total Road Works Expenses

37,263,912 30,111,192

150 000
37,263,912 30,261,192

5,162,058
(35,273,250)(37,095,912)

168,000 150,000

284,229
550,798

53,496
7,796

467,722
74,642

352,r36

896,320 894,500

720,189 888,592

68,236
302

22,016
1,338

68,537 23,354

1,122 1,339
1 t22

3,083,234
6,773,012
3,430,305
1,104,624
2,606,42O

385
1,019,748

2,392,609
3,432,840
3,625,493

988,027
3,023,913

1,423
339,979

1,339

18,017 ,728 13,804,282
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lictt.\'tr ilti rul llourt.; Itriltori!.1'
;l t t r t rr r t I ll cp t t rt t n I [' i t t u t r t: i u l,\' I u I e r t t c t t t:;

For tltc ;eur enie I .i0't' June 2019

13. Directors'Costs
a.Executive Directors
Emoluments

b.Non Executive Directors
Emoluments

Training and field activities

Total Directors Costs

14. Employment Costs
Salaries and Wages

Persion and Gratuity costs

Medical and Insr:rance

Training and Development

Travelling and accomodation
Other Staffwelfire costs

Total employment Costs

15. Repairs and maintenance

Office building
Fumih:re and equipment
Motor vehicles

Total Repairs and Maintenance

2,336,998 1,675,909

2018-2019
Shs'000

1,527

2017-2018
Shs'000

'7,149

7 \)7 7 149

14,691
14,691

5,302
20,806
26,108
33,635 21,839

1,721,4r3
184,610

1,24,200

94,821
141,147
70,807

1,137,369
84,742

113,034
136,500

170,655
33,609

7,995
18,308
24,712

12,345
13,775
31,623

51,016 57,743
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Ikn1t11 Rurul Rouds rlulltotifii
.4trtrual Reporl and FinonL'iol Slulet,rcills
For the yeur andel 30't' June 2019

16. 0ther Operating Expenses
Public relations and Corporate affairs
Audit Fees

Advertisement and publicity
Rent and Rates

Electricity and Water

Cleaning and sanitation

Fuel and other vehicle running expenses

Security
Consultancies

Legal Fees

Printing and Stationery

CRC and tender evaluation Expenses

Telephone, Internet and Postage

Bank Charges

Offrce expenses

Performance C ontracting
Total Other Operating expenses

17. Depreciation and Amortization
Property Plant and equipment

Total Depreciation Expense

18. Cash and cash equivalents

These represent cash held at various banks, as follows:

Cash in hand and Bark
Statrrnortgage Fund
Fixed term deposits

Total Cash and Cash equivalents

2018-2019
Shs'000

1r,752
3,000

17,539

73,999

10,738

5,804

36,523
37,729
20,870

16,586

32,751
31,488
24,308
4,284
4,368

60,768

2017-2018
Shs'000

7,066
3,000

38,875

57,115

10,039

6,301

52,836
44,225

6,669
5,979

29,674

49,950

37,452

3,493
5,839

392 507 358,513

112,200 73,274

112,200 73,274

15,677,220
8,424

12,802,091

27,537,467
45,117

3,039,794

28,487,736 24,622,378

The cash and bank balances as the funds are held with sound financial institutions

approved by Central Bank of Kenya as follows:
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KCB Bank Kenya limited
Equity Bank Kenya Lirnited
Cooperative Bank Kenya Limited
NIC Bank Kenya Limited
Cash in Hand
Total cash in hand and bank

b) Receivables from Non Exchange transactions

Advances to Staff
Deposits and Prepayments

Other Receivables(Accrued Income )

Total Receivables from Non Exchange transactions

Total receivables

2018-2019
Shs'000

27,478,596
154,906
637,982
215,216

1,036

2017-2018
Shs'000

21,387,917
48,789

181,272
241,609

13,862
29,487,736 21,867,450

For the purposes of the cash flow statement, cash and cash equivalents comprise balances

with less than three months' maturity from the date of acquisition, including cash in hand,

deposits held at call with banks and other short term highly liquid investments with
original maturities of tluee months

19. Receivables
a) Receivables from Exchange transactions
Contractors advances

Total Receivables from Exchange transactions

18,904,974 20,314,024

18,904,974 20,314,024

104,381 31,109

44,077 27,047

5,651,484 9,459,413

___sJe9942_
24,7A4,916

_El;e_
29,831,594

Receivables constitute short term liquid assets which are recoverable within one year.

Grants receivable represent development grants due from the National Government (Kshs

5.8 Billion, (2017-2018: Ksh 9.49 billion).The maximum exposure to credit risk at the

reporting date is the fair value of each class of receivable mentioned above. The Authority

does not hold any collateral as security. The aged analysis of receivables is as follows:

2018-2019 2017-2018
Shs'000 Shs'000

20. Inventories
Consumable stores

Total Inventories

5,124 6,292

49
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2018-2019
Shs'000

2017-2018
Shs'000

22. Road Infrastructure Assets
At lst July

Trarsftr from work in progress

23, Capital Work In Progress
At lst July

Additions
Transftr to Road Infrastrrcture Asset

24. Payables
(a) Exchange Transactions

Cunent:
Due to Contractors

Other Trade payables(General Suppliers)

StaffCreditors

Other Payables(Accruals & provisiors)

Total cunent

Non Currtnt:
Contract Retention

Total Non Cunent

(b) Non-Exchange Tr:ans actions

Due to KeNFIA/I(URA
Deftrred Ircome

39,229,092
28,763,412

39,229,092

67,992,504 39,229,09?

83,428,747

60,504,754
(28,763,412)

51,498,401

31,930,340

115,170,082 83,428,741

28,169,570
296,685

3,819

189,813

6,014,646
3l 8,565

5,784
146,765

28,659,886 6,485,758

7,711,642 5,500,090

7,711,642 5,500,090

36,371,528 I1,985,848

36,371,528 I 1,985,848

Current trade and other payables are expected to be settled in Authority's normal operating cycle

and within twelve months after the reporting period and are not attached to an unconditional right

to defer payment of the liability.
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25. Employee Benefit obligations
Gratuity
Ksh'000

12,160
36,075

Pension costs

Ksh'000
49,093
28,140

TotaI
Ksh'000

60,253
64,215

As at lst July 2018
Additional Provisions
Provision utilised

As at 30th June 2019 48,235 76,233 124,468

26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Authority has an integrated risk marragement framework/ strategy. The Authority's approach

to risk management is based on risk governance structures, risk management policies, risk

identification, measurement, monitoring and reporting. The risk management policies and systems

are reviewed regularly to ensure they are in tandem with the micro and nlacro environment,

regulatory guidelines, industry practice, market conditions as well as the services offered.

The Authority recognizes the critical role the risk management will continue to play in its endeavor

to carry out its business in a dynamic environment. The Board is committed to ensure that

corporate governance and risk management are deeply entrenched in the Authority's strategy and

culture. An elaborate risk management strategy that will provide dircction on matters of policy and

guide the implementation and control has been developed.

The Authority core business involves major engagements with financial transactions and processes

which pose cefiain risks. Three types of risks are reported as part of the risk profile namely

operational, strategic and business continuity risks.

(i) Operational risks are events, hazards, variances or opportunities which could influence

the achievement of the Board's compliance and operational objectives.

(ii) Strategic risk is a significant unexpected or unpredictable change or outcome beyond what

Was factored into the organization's strategy and business model which could have an

impact on the entity's performance.

(iii) Business continuity risks are those events, hazards, variances and opportunities which

could influence the continuity of the entity.

The Members of the Board trave the overall responsibility for the establishment and oversight of
the Authbrity's risk management framework. The Authority has delegated its risk management to

the Audit and Risk Committee. One of the responsibilities of this committee is to review risk

management strategies to ensure that an effective efficient and transparent system of risk

management is maintained for sustainable management of the Authority.
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The Authority's exposure to risks, its objectives, policies and processes for managing the risk and

the methods used to measure it have been consistently applied in the years presented, unless

otherwise stated. The Authority aims therefore to achieve an appropriate balance between the risk
and return and minimize potential adverse effects on its financial performance.

The financial management objectives and policies are as outlined below:

a) Liquidity Risk

Liquidity risk is the risk that the Authority will not have sufficient financial resources to meet its

obligations when they fall due or will have to do so at excessive costs. This risk can arise from
mismatches in the timing of cash flows from revenue and capitalloperational outflows, assets and

liabilities according to their maturity profiles and can occur where cash flow streams have been

discontinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions

cannot be met at expected terms and when required.

The objective of the liquidity and funding management is to ensure that all foreseeable operational

and capital commitment expenditure can be met under both normal and stressed conditions and

the mismatch is controlled in line with allowable risk levels.

The Authority's has adopted an overall balance sheet approach which consolidates all sources and

uses of liquidity, while aiming to maintain a balance between liquidity, cash flows and interest rate

considerations. The Authority's liquidity and funding management process includes:

. Projecting cash flows and considering the cash required and optimizing the short term

requirements as well as the long term funding, maintaining balance sheet liquidity ratios,

. Maintaining/soliciting for a diverse range of funding sources with adequate back up facilities,
The Authority has an established corporate governance structure and process of managing risks
regarding guarantees and contingent liabilities.

The primary sources of revenue for the Authority are receipts from the Kenya Roads Board, mainly
receipts from Road Maintenance Levy Fund, and Grants from the central Government and

Development Partners.

The table below summarizes the maturity analysis for financial liabilities to their remaining

contractual maturities
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Year Ended 30th June 2019

Due to contractors

Other Trade Payables

Staff Creditors

Contract Retention

Deferred Income

0ther Payables

Year Ended 30 June 2018

Due to contractors

Other Trade Payables

SaffCreditors

Contract Retention

Defened Income

Other Payables

Less Than

I IVlonth

Between l-3

Months

Between 3-12

Months

28,169,570

Over One Year

296,685

3,819

r 75,864

7,711,642

476,367.73 28,169,570 7,711,642

Less Than

lMonth

Between l-3

Months

Between 3-12

Months

6,014,645.60

Over One Year

3 I 8,564,81

5,784.37

5,500,089.59

146,164.51

47 13.69 6,014,645.60

b) Market Risk

Market risk is the 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 management policy is to protect and enhance the Statements of Financial Position and

performance by managing and controlling market risk exposures within acceptable parameters,

and to optimize the funding of business operations and facilitate capital expansion. The Authority

is exposed to the following market risks:

O Currency Risk
The currency risk is minimal as most of cash and cash equivalents held with banks are dominated

in Kenya Shillings.

(it) Price Risk

Kenya Roads Board collects Kshs. 18 per litre of diesel and petrol imported into the country,32Yo

of which is disbursed to the Authority. The Authority is exposed to the extent that the levy on

diesel and petrol is reduced or eliminated due to changes in the international fuel prices, inflation

or other macro indicators.
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The Road Maintenance Levy Fund is backed up by an Act of Parliament and changes thereof

require approval by Parliament.

(iil Interest Rate Risk

The Authority's financial condition may be adversely affected as a result of changes in interest

rate levels. The interest rate risk is minimal as the Authority does not have any borrowings.

c) Credit Risk

The maximum exposure of the Authority to credit risk as at the balance sheet date is as follows

Year Ended 30th June 2019

Past Due Date

but not Past Due Date

Fully Performing Impaired and impaired Total

Advances to Staff

Contractors advances

Deposits and Prepayments

Other Receivables

Cash at Bank

Year Ended 30 June 2018'

Advances to Staff

Contractors advances

Deposits and Prepayments

Other Receivables

Cash at Bank

I 04,39 I

18,904,974

44,077

5,651,484

28,487,736

53,192,651

104,381

18,904,974

44,077

5,651,484

28,487,736

53,192,651

Past Due Date

but not

FullyPerforming Impaired

Past Due Date

and impaired Total

3 1,109

20,314,024

27,047

9,459,413

24,622,378

31,109

20,314,024

27,047

9,459,413

24,622,378

54,453,971 54,453,971

c) Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated

with the Authority's processes, personnel, technology and infrastructure and from external factors

other than credit, market and liquidity risks such as legal and regulatory requirements and generally

acceptable standards of corporate behavior.
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The Authority seeks to ensure that key operational risks are managed in a timely and effective

manner through a framework of policies, procedures and tools to identifu, assess, monitor and

report such risks.

The Authority's objective is to manage operational risk so as to balance the avoidance of financial

losses and damage to the Authority's reputation with overall cost effectiveness and to avoid control

procedures that restrict initiative and creativity.

The primary respollsibility for the development and implementation of controls to address

operational risk is assigned to senior management. The responsibility is supported by the

development of overall standards for the management of operational risk in the following areas:

(i) Requirements for appropriate segregation of duties, including the independent authorization
of transactions;

(ii) Requirements for the reconciliation and monitoring of financial transactions;
(iii) Compliance with regulatory and legal requirements;
(iv) Documentation of controls and procedures;
(v) Requirements for the yearly assessment of operational risks faced and the adequacy of

controls and procedures to address the risks identified;
(vi) Requirement for the reporting of operational losses and proposed remedial action;
(vii) Training and professional development;
(viii) Ethical and business standards; and
(ix) Risk mitigation, including insurance where it is effective.

Operational risks are managed by the Internal Audit function established to spearhead and

coordinate risk management activities. The measures taken include proactively identifying,

analyzingand mitigating risks in all facets of the business.

d) Compliance and Regulatory Risk

Compliance and regulatory risk includes the risk of non-compliance with regulatory

requirements. The Authority has complied with all externally imposed requirements throughout

the year.

e) Legal Risk

Legal risks is the risk of unexpected loss, including reputational loss, arising from defective

transactions or contracts, claims being made or some other event resulting in a liability or the

loss for the authority, failure to protect the title to and inability to control the rights to assets of
the Authority (including intellectual property right), changes in law, or jurisdictional risk.

The Authority manages legal risk through the legal function, legal risk policies and procedures

and the effective use of internal controls and external lawyers.
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27. Related Parties Balances and Transactions
The Authority regards a related party as a person or an entity with the ability to exert control

individually or jointly, or to exercise significant influence over the Authority, or vice versa.

Members of key management are regarded as related parties and comprise the Director General

and senior managers.

(a) Related party transactions

The following transactions were carried out with related parties during the year.

2018-2019 2017-2018
Shs'000 Shs'000

(i) Receipt and Transfers

The Government of Kenya

Kenya Roads Board

37,263,912

54,190,535

(ii) D irectors Emoluments
Emoluments -Executive directors

Emoluments - Non Excutive directors

Training and filed activities

7, 49

14,691

33,635 21,839

(b) Outstanding balances arising from non-exchange transactions
The following were outstanding balances with related parties as at 30th June 2019

Receivable from related parties _____5,833,191_ 9,412,599

Payable to related parties 124,468

1 926

30,267,192

15,103,974

_4s365]66

7,527

5,302

20,806

I

Receivables from related parties can be analysed as follows

The Govemrrpnt ofKenya
Kenya Roads Board

Key rnanagernent personnel

Payables to related parties can be analysed as follows:

Key rnanagerrent personnel

4,034,066
1,799,037

9,412,599

5,833,104 9,412,599

r24,468
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28.
(t)

Contingent Assets and liabilities
C o ntingent Liabilities

Due to the uncertainty of the outcome of our Legal cases, it is not practically possible to estimate

the resulting liabilities and the effect they are likely to have on the results of the Authority's

operations, financial position or liquidity. Therefore no provision has been made in the financial

statements.

2018-2019
Shs'000

15,308,035,976

19,210,002,526

2017-2018
Shs'000

(ir) Contingent assets

Advance Guarantees

Perflonnance Guamntee

29. Capital Commitments

Authorised and conhacted for

Non-cancellable operating lease rentals are payable as follows

Operating lease rent als
Non-cancellable operating lease rentals are payable as follows

Within one year

Later than one year but within five years

34,518,038,502 35,792,363,339

2018-2019
Shs'000

16,430,148,498

19,362,214,841

25,496
26,770

2017-2018
Shs'000

25,496
33 144

52,266 __*58,640_

The Authority has leased office premises under an operating lease. The lease typically runs for 5

years with an option for renewal. Lease payments are increased accordingly to reflect market

rentals. The Authority does not have an option to purchase the leased asset at the expiry of the

lease period. There are no contingent rents recognized in the Statement of Financial

Performance.
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Reconciliation of surplus as per Budget statement and statement of financial
performance

2018-2019
Shs'000

Surplus asper statement of Budget and Actual amounts 1,958,638

30.

Add:
Less:
Add:

Transfer of Roadwork Costs to Infrast
Transfer to Development Fund

Transfer from Deferred Income

Surplus@eficit) as per Statement of financial pe rfon 1,958,638

31. Fair value
The directors consider that there is no material difference between the fair value and carrying

value of the Authority's financial assets and liabilities, where fair value details have not been

presented.

32. livcnts after thc rcportiltg ;lcriotl
'l'hcrc wcl'c t1o rnatcrial acllusting irrrtl nou- itcljrrstirrg cvcnts:tlicl tltt: rcporlitt.u. pct iocl

33. tJltirrrrrtc ittttl htiltling cntitt'
'l'lrc Atrrlrorit-r,'is a Statc ('or;;oraliorr urrrlcr thc Nzlirristr'1'ol'Transport, Infrastructure, Housing

and Urban Development, State Department of Infrastructure. lts rtltitttirtt) pat'cnL is thr:

Covcruntcrtl. ol' Kc:n Yu.

34. Currency
The financial statements are presented in Kenya Shillings (Kshs.'000).
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