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KENYA NATIONAL HIGHWAYS AUTHORITY
,Reports and Financial Staternents

For the year ended 30rl' June 2017

I. KBY AUTHORITY INFORMATION AND MANAGBMENT

(a)Background information

The Authority was forrned on enactrnent of the Kenya Roads Act,2007 .I'he Authority is

responsible to the Prir-rcipal Secretary, State Department of Infrastructure in the Ministry
of Transport and lnfrastructure, Housing & Urban Development lor the general policy and

strategic direction.

(b)Principal Activities

The principal activity/mission of the Authority is to rnanage, develop, rehabilitate and

rnaintain the national road uetwork.

(c)Key Management

The Autlrority's day-to-day management is urrder the Director General who is an ex o/Jicio
member of the Board of Directors.

(d)Fiduciary Oversight Arrangements

The Board of Directors exercise the oversight role on the Authority. The Board of
Directors who held office during the financial year ended 3Otl'June 2017 were:

No.

l.
2.
J.

4.
5.

6.

Name

Eng.Erastus K. Mwongera, CBS, FIEK, RCE
Mrs. Marykaren C. Kigen-Sorobit
Mr. Humphrey Mtrhu
Mr. George Wanjau
Mr. Andrew C. Mitei
Ms.Mary Gesare

7. Dr. Lydia Muriuki

8. Dr. Julir.rs Kibiti M'Ndegwa

9. Mrs.Bibiana A.R. Ornalla

Board Position

Clrairrnan (n o n - ex e c u I i v e)

Director
Director-Alt. to CS$iational Treasury)
Director-Alt. to PS(Transport)
Director
Director

Director-Alt. to PS(lnf rastructure)
(Appointed on 29't' March 2017)

Director (Relired on 23,d ,lune 2017)

Director (Retired on 25't' ,lune 2017)

10. Eng. Peter M. Mundinia Director General/Board Secretary
(ex-officio ntember)

The Board of Directors constitnted tbur Board Committees of which the Finance, Human
Resource and General Purpose Cornrnittee and the Audit, Risk and Governance
Cornmittee perlbrm tl-re financial management oversight roles.

i)Finance, Human Resource and General Purpose Committee

This is a committee ol'the Board whose key responsibilities are to;

,-Review, approve and/or recommend lbr Board's approval:

KEY AUTHORITY INFORMATION AND MANAGEMENT (CONZNUED)
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l)Financial, I{uman Resources, ICT, Lcgal & Regulatory Affbirs and Corporate
Cornmunications policies and procedures.

2)Estimates of receipts and expenditures including their revisions,
3)Ile-allocation of funds between bLrdget heads,
4)Special funding proposals including borrowings and grants,
5)Proposals for opening bank accounts,
6)Proposals for investments and their returns,
7)Annual Corporate Social Responsibility activities and

8)StafT terms and conditions o1' service

)Ensure that
1)Propcr books o1' accounts and records are n-raintained for

transactior-rs,
2)All expenditures are within the approved budget.
3)Proper records are maintained on property and material liabilities.

the Authority's

ii)Audit, Risk and Governance committee

This is a committee of tl-re Board whose key responsibilities are to;

)Review, approve and/or recommend tbr Board's approval;
1) fhe external auditor's n'ranagemerit letter and management's response to the external

auditor's fi ndings and recommendations,
2)The Authority's procedures fbr detecting fi'aud and to review thc investigation and

remediation of any alleged or suspected liaud;
3)At least annually, the status o1'the enterprise risk management program and
4)The annual internal audit work plan.

}Ensure that;
I )Unsettled and utrimplemented Public Investment Committees' (PIC) issucs are

resolved,
2)Clarity of disclosure in llnar-rcial reporting arid the presentation o1' a balanced and

understandable asscssrnent ol' the Authority's f inancial position;
3)Recomrher-rdations of the Auditor General ale implemented.
4)lntegrity of the financial staternents of the Authority is rnaintained at all times
5)Disagreemenls between marlagelrenl and any auditor regarding the Authority's

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

corruption, lack o1 accountability and transparency are conducted

(iii) The other two Committees are the Technical and Strategy and the Procurement and
Disposal Oversight Committees.

!P
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KBY AUTHORITY INFORMATION AND MANAGEMBNT (CONTINUED)

(iv) Office of the Auditor General
The Annual Report and Financial Staternents o1'the Kenya National Highways Authority are
audited in accordance with Article 229 subsection 7 of the Constitution and Sectiorr 35 of the
Audit Act 2015

v)Development partner oversight activities

This group constitutes Bi/Multi - lateral lenders to the Government of the Republic of Kenya for
developrnent projects under the implementation of the Authority, whose key responsibilities
include;

1)To exarnine the annual reports of tlie Auditor General on the financial statements of
projects

2)To condr.rcl financial management supervision and offer project irnplementation suppoft
3)Review of quarterly Interim Financial Reporls
4)Commission independent auditors to undertake a financial and technical review of

projects

vi) The Public Investments Committee
This is a parliamentary select comrnittee charged with the responsibility of examining the
activities of state agencies. It receives audit reports fi'orn the Clerk of the National Assernbly who
in turn would have received them lrorn the Authority.

Its key responsibilitics as appertains to the Authority are to;
l)Exarnine the reports of the Auditor General on the financial statements of the

Authority,
2)Exarnine, in the context of the autonomy and efficiency of the public investments,

whether the affairs of the public investments, are being rnanaged in accordance
with sound financial or business principles and prudent commercial practices.

3)Within three months after receiving the PIC repoft, Parliament shall debate and
consider the report and take appropriate action.

(e)Senior Management

The key lllarlagement personllel who held office during the financial year ended 30t1, June
2017 and wl-ro had direct fidtrciary responsibility were:

No.
l.
2.

3.

4.
5.

6.

1.
8

Name
Eng. Peter M. Muurdinia
Eng. Sarnuel O. Ogege
Eng. Samuel O. Orner
CPA James Bowen
Eng. David Muchilwa
Eng. Njuguna Gatitu
CPA. Williarn Masita
Ms. Noral-r Odingo-Kajwang'

Designation
Director General
General Manager Design & Constructior.r
General Manager Planning & Environment
General Manager Finance
General Manager Special Projects
Gencral Manager Maintenance
Head o1'lnternal Audit
I-lead of Legal & Regulatory Aff'airs

inl
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KEY AUTHORITY INFORMATION AND MANAGEMENT (CONTINUED)

(f)Kenya National Highways Authority Headquarters

Blue Shield Towers
Hospital Road
Nairobi, Kenya

(g)Kenya National Highways Authority Contacts

P.O. Box 49712
GPO 00100
Nairobi, Kenya
Telephone: (254) 02 8013842
E-mail : dg@kenha.co.ke
Website: www.kenha.co.ke

(h)Kenya National Highways Authority Bankers'

l.Kenya Commercial Bank Limited
Moi Avenue Branch
P.O Box 30081
GPO 00100
Nairobi, Kenya

3.National Bank of Kenya
Hill Plaza Branch
P.O. Box 45219
GPO 00100
Nairobi, Kenya

5.Equity Bank Limited
Equity Centre Branch
P.O Box 75104-00200
City Square 00200
Nairobi, Kenya

(i)Independent Auditors
Auditor General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

fi)Principal Legal Adviser
The Attorney General
State Law Office,
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

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

4.NIC Bank
Masaba Road
NIC House
P.O Box 44599
GPO 00100
Nairobi, Kenya

Branch,
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II. THB BOARD OF DIRECTORS
Director Brief Profile

l.Eng. Erastus K. Mwongera, CBS, FIEK, RCE
Chairman of the Board of Directors

Date of Birth: 2"d December, 1949.
Fellow of the Institution of Engineers of
Kenya
Registered Consulting Engineer
BSc (Civil Engineering)
HND. Construction
Dip. Water Engir-reering
Civil Engineering Consultant
43 years' administration and management
experience

2.Mrs. Marykaren C. Kigen-Sorobit
Director

Date of Birth: l4tl'February,1969
LL.B (Hons) PGD. KSL, CPS(K)
Member, Law Society of Kenya
22 years' experience in legal and
compliance management.

Chairman of tl-re Audit, Risk and
Governance Con-rmittee and member of the
Finance, Human Resource &. General
Purpose and the Technical and Strategy
Committees

3.Dr. Lydia Muriuki
Director - Alt. to PS Infiastructure

Dateof Birth 28th Novernber, 1958
Director of Adrninistration (MOTIHUD)
Doctor ol' Philosophy in Busincss
Management (Strategic Management
Option)
Kenya Institr"rte of Managernent (KIM)
29 years' of experience in Strategic
leadership Pr.rblic Administration &Security
Management

Member o1'the Finance, Human Resource &
General Purpose , the Technical , Strategy
and Procuremcnt and Oversight committees
(Appointed 29rh March, 2017)

4.Mr. Humphrey Muhu
Director - Alt. to CS (National Treasu rv)

Date o1'Birth: 28t1, August, 1964.
Economist and Financial advisor.
BSc (Statistics and Mathernatics)
B.Phil (Econornics)
MA (Ecorromics)
Dip. Financial Management
25 years' management experience

Member of the Irinance, Human Resource &
General Purpose . Procurernent and
Oversight and the Audit , Risk and
Governancc corumittees

vi 
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Director Brief Profile

5.Mr. George Wanjau
Director - Alt. to PS (Transport)

Date of Birth:l9tl' January , 1962,
Economist and Urban Transport Planner
MSc (Project Planning & Financing)
BA (Economics)
31 years' management experience

Member of the Technical , Strategy ,

Procurernent and Oversight committees and

the Audit , fusk and Governance
committees

6.Mr. Andrew C. Mitei
Director

Date of Birth: 9tl'June 1956

Certifi ed Public Accouutant
Bachelor of Commerce (Accounting)
Member, Institute of Certified Public
Accountants (K)
38 years' of management experience

Chairrnan of the Finance, Human Resource

8L General Purpose and member of the

Technical , Strategy and Audit , fusk and

Governance committees

7.Ms. Marie Gesare
Director

Date of Birth: 3l't January,l968
Human Resource & Public Relations
Manager
Advanced Diploma in Human Resource

Managernent
Bachelor of Business Management
Chair of Procurement & Oversight
committee from 25tl' June,201 7

28 years' of management experience
Member of the Finance, Human Resource &
General Purpose , Procurement and

Oversight conmittees and Audit , Risk and

Governance committees

8.Dr. Julius Kibiti M'Ndegwa
Director

Date of Birth: I't January, 1949

Senior Lecturer, Moi University
HND (Highway Engineering)
PGD (Hiehway Engineering)
M.Sc. (Highway Engineering)
PhD (Highway Engineering)
Certified Environmental Auditor
43 years' lnanagement experience
Member of the Technical , Strategy ,

Procurement and Oversight and the Audit ,

Risk and Governance committees
( Retirecl 23,d .lune,20l7)

v

v
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III. MANAGEMBNT TEAM

Director Brief Profile

9.Mrs. Bibiana A. R. Omalla
Director

Date o1' Birth: I 9tl' December,1 958
MA (Urban and Regional Planning)
PGD(Caftography)
BSc. ( Survey and Photograrnmetry)
Registered Planner
Licensed surveyor
Member of the lnstitution of Surveyors of
Kenya
Corporate Mernber Kenya Institute of
Planners
34 years' management experience

Chairrnan of the Procurement and Oversight
committee and member of the Finance,
Human Resource & General Purpose and
the Technical , Strategy committees
( Retired 25,d June,20lD

10.Eng. Peter M. Mundinia
Director General & Secretary to the Board

Date of Birth: 7tl'December,1963,
MBA (Business Management)
BSc. (Civil Engineering)
Diploma in Theology
Mernber of Institute of Engineers of Kenya
Registered Engineer with Engineers Board
of Kenya and
Member of Kenya Institute of Management
(KrM)

Ex-of/icio member of the Board
28 years' of management experience

Manager Brief Profile

l.Eng. Peter M. Mundinia
Director General

Date of Birth: 7tl' December,l963,
MBA (Business Management)
BSc. (Civil Engineering)
Diploma in Theology
Member of Institute of Engineers of Kenya
Registered Engineer with Engineers Board
of Kenya and
Member o1'Kenya Institute of Managernent
(KrM)
28 years' o1'management experience

2. Eng. Samuel O. Ogege
General Manager - Design & Construction

Date o1'Birth: 3'd .lune, 1960,
BSc. (Civil Erigineering)
Member of the Engineers Registration
Board
30 years ol' r"nanagement experience
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Manager Brief Profile

3. Eng. Samuel O. Orner
General Marrager - Planning & Environrnent

Date of Birth: 17tl'February 1962,
MSc. (Civil Engineering)
BSc. (Civil Engineering)
Member of The Engineers Registration
Board

3Oyears of management experience

4.CPA James K. Bowen
General Manager - Finance

Date of Birth: I't January, 1973

MBA, BCorn (Accounting)
Certihed Professional Credit Manager
(CMP), Certified Public Secretaries (CPS
K), Certil.red Public Accountant (CPAK)
Mernber of, ICPAK, ICPSK
20 years management experience

5.Eng. David Muchilwa
General Manager - Special Proiects

Date of Birth: 2Sth Decernber 1964
BSc. (Civil Engineering)
Mernber of I.E.K
28 years management experience

6.Eng. Njuguna Gatitu
General Manager -Maintenance

Date of Birth: 1965.

BSc (Civil Engineering)
Post Graduate Diploma in Computer
Science
Gencral Manager, Maintenance
Member, Institutiorr of lJngineers of Kenya
28 years' management experietice

7.CPA. William O. Masita
I-lead, Internal Audit

Date ol'Birth: 2"d February 1979
MBA, BA (Economics)
Certifi ed Information Systetns Auditor
(crsA)
Certitred Intemal Auditor (CIA)
Certifred Public Accountant (CPA)
Certilled Public Secretary (CPS)
Mernbcr of ICPAK, ISACA. IIA
l3 years Management Iixperieuce

8.Ms. Norah Odingo-Kajwang'
Head, Legal & Regr"rlatory Allairs

Date ot'Birth: 271t' Aplil 1969

Degrees: MBA
Ilachelor of I-aws
Registered Advocate
Mcrlber Law Society of Kenya
Member Public Secretaries o1' I(cnya
23 years Management Experience.
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IV. CHAIRMAN'S STATEMENT

It is with great pleasure that I present the Annual report ancl Financial Statement for the year

ended 3Qth June 2Ol7 on behalf of the Board o1'Directors, Management and Staff of the Kenya

National Highways Authority.

In the year under review, provision of safe, rnotorable and adequate road infi'astructure remained a

top priority for the goveillment, with significant funding channelled towards the construction of
new roads, rehabilitation and maintenance of existing roads to make them motorable. The

increased attention from the government has attracted development partners including private

investors seeking partnerships and opportunities in the sector under the Public Private Partnership

concept.

The year saw the Authority re-categorized h'orn PC3A to PC7A1 by the State Corporatious

Advisory Committee. Tl'ris will no doubt go a long way in motivating our dedicated staff who

work hard to ensure we construct and manage national trunk roads tl-rat enhance socio-economic
growth and prosperity, as well as implementing exteusive road network expansion projects that

enable improved connectivity to inaccessible areas in the country.

All the road projects we are undeftaking are airned at ensuring the turnaround time within the

country will be reduced significantly and the move will catalyse industrial development, while
minirnizing on transportation costs by mitigating the loss of man hours. Kenya's infiastructure
network is currently adjudged to be of good quality, with adequate connectivity, but low on

density. As an Authority, we are addressing this by increasing the intensity and functionality of
the road network in the country so as to brir-rg the entire national road network to a good

motorable condition for enhancement of inter-county arrd regional connectivity.

We have inplemented the Perforrnance Based Maintenance Contract (PBC) on major roads and

this has resulted in efficient customer service delivery through cost savings, risk sharing,
assurance of quality, achievement of a sustaiuable road rnanagement system, increased flexi-
bility and transparency. The Board o1'Directors and management corttinue to proactively review
and identify areas that need improvement. We shall continue implementing strategies that ensure

projects are completed within the stipulated tirnelines to ensure that the public gets value for
money. This will include close supervision of all ongoing projects and maintenance o1'existing
road networks, as well as regular updates with the pr.rblic and development partners to ensure that
they remain appraised or-r project implernentation progress.

According to World Bank's Kenya Econornic Update (KEU) of April 2017, Kenya's economic
perforrnance remairred solid, with an estimated growth rate of 5.9o/o rn 2016 partly attributed to an

arr-rbitious public investment drive, anlong other contribr-rtors. Flowever, the country's growth is

expected to decelerateto 5.5oh in 2017. Cor-rtinr-red road infl'astructure developrnent, as an enabler
for economic growth and national as well as regional development, will go a long way in
facilitating and enhancing econornic growth. As we embark on this Financial Year 201712018,
we shall rernain committed to delivering value to all Kenyans. We firmly rernain committed to
fulfilling our rnandate o1' managing, developing, rehabilitating and maintaining oLlr National
Trunk Roads.

The future of the Ar.rthority is bright: we have embraced the Public Private Partnership PPP rnodel
to help address the acute mismatch between traflc needs, existir-rg infrastrr-rcture and finar-rcial
deficits. We believe working with the private scctur througli this PPI' model will offbr the best
solution to meeting our infi'astructural needs that will move the country towards attainment of
errvisaged econornic growth. Under the nrodel. the clevelopers will construct and maintain the road
ar-rd thereafier recover the construction costs by collccting toll proceeds. We have thurs identified

xl
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Chairman's Statement (Continued)
the First Mover PPP program for the road sector which is the Nairobi - Nakuru - Mau Summit
Highway (A8). This is one of the four major projects that the Government has prioritized to be
undertaken on a PPP basis. The other three are the Nairobi-Thika Highway, the second Nyali
Bridge and the Mombasa-Nairobi highway .We have invested significantly in the preparation of
this PPP project and we are eager to partner with world class developers, operators and financiers
in order to deliver this ploject for the benefit of all Kenyans and the region. The Authority
established a dedicated PPP department to actualize this aspiration and continue to pursue the
construction and maintenance of several projects for financing through PPP arrangements.

I would like to thank all those who supported the Authority in the year including our customers,
the Government, development partners, our staff and other stakeholders. I also wish to thank my
fellow Board members for their invaluable support and contribution during the year.

Eng. Erastus CBS, RCE
Chairman Board of irectors

201
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER

General Overview
The Kenya Vision 2030 seeks to transfortn the country into a modern, globally cornpetitive and
prosperous nation with a liigh quality of life. Road infrastructure is a key component of our
economic development. The Governrnent aspires fbr a country firmly interconnected through a
network of roads, railways, ports, airports, water and sanitation facilities and telecommunications.
Under our parent Ministry of Transport, Infrastructure, Housing and Urban Development, the
Government has created synergies within the various infrastructure sub-sectors, in order to meet
these goals.

Major Performance Milestones FY 2016/2017
With lunds from the Exchequer and support o1'development partners, KeNI{A has completed key
major projects and commenced olher very irnportant corridors. The past financial year saw
KeNIIA delivering a number of key projects aimed at enhancing transport flow across all regions
of the country. Projects that were sr"rbstantially cornplete by June 2017 include Voi - Mwatate
road, with additional town roads constructed; Mwatate - Taveta road; Merille River - Marsabit
road; Turbi - Moyale road; Mbita Causeway Bridge; Athi River and Mariakani Axle Load
Control Stations.

Many other projects are at various irnplementation stages. Key ongoing projects include Nuno -
Modogashe road; Package I of Mombasa Southem Bypass; Port Reitz road; Bachuma Gate - Maji
ya Chumvi road; James Gichurr"r Jr,urction - Rironi road; Kisurnu - Kakamega - Webuye - Kitale
road; Isebania Kisii Ahero, Chiakariga Meru, Mornbasa Port Area Roacl
Developrnent(MPARD) ,Dualling of Athi River -Machakos Turn off, Upgrading of Kalobeiyei
River - Nadapal (88 krn) road section, Upgrading o1'Lokitaung Jr:nction to Kalobeiyei River (80
km) road sectiott, Replacernent of Kainuk Bridge,Dualling of Mombasa-Mariakani,Kibwezi-
Mutorno-Kitui and Kisian-Br,rsia road projects.

In the financial year under review, the Authority rernained fbcused on its mission of constructing
and managing rrational trunk roads by undertaking various activities airned at ensuring availability
of adequate, safe and quality national roads for our custorners. l'hese include enhancing road
network capacity and quality as well as securing and protecting national road reserves and assets.
Other areas of focus include human l'esource development. strengthening institutional fi-amework
and internal capacity o1'the Authority and promoting use of local resource in road construction
and maintenance.

Challenges to Development of Quality National Roads
The Authority taced various challenges durirrg tlie year under review which irrcluded
encroachment on road reserves resulting ir-r delays in project contmencement and implernentation.
In addition firnds received were inadequate to develop and maintain roads. Vandalisrn ol'road
furuiture continued to be a urajor challenge greatly hampering ef-forts to provide safe and quality
highways.

Future Initiatives to Upgrade Morc Roads
The Authority further intends to collllnence with several projects in various parts ol'the country
including: -

'Rehabilitation ol'SoLrth sudan Link Road by world Bank/Kfw/GoK
'Rehabilitation and upgrading to bitun-ren standard o1'Kitale - Enclebess - Suam road by AfDB
.Upgrading to bitumen standards of Eldoret Bypass by AIDB
'Rehabilitation of Magongo road, MPARD, arnong others-these projects will coprpleprent the
SGR which ends at Miritini.
The Authority has identilled fbur projects fbr implerncntaLion under Public Private Partnerships
(PPP). KeNI-lA laurrched the procurelnellt process tbr one of the first movel'roacls PPP prt'r.icct in
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November 2016 by inviting interested parties to participate in the prequalification for the Nairobi

- Nakuru - Mau Summit PPP project. The Government has also earmarked the following PPP

pipeline projects which have been found to be financially and economically bankable:
.Package I Design, Build, Finance, Operate and Transfer of Mornbasa - Nairobi
.Package 2 Design, Build, Finance, Operate and Transfbr of Mombasa - Nairobi
.Package 3 Design, Build, Finance, Operate and Transfer of Mombasa - Nairobi
.Operation and Maintenance of Nairobi - Thika - Sagana Road

Conclusion
The Board milestones and achievements highlighted would not have been possible without the

dedication of the staff of the Authority. I also sincerely appreciate the support that we received

from the Board of Directors and our parent Ministry of Transport, Infrastructure, Housing and

Urban Development. We look forward to a great year as work towards ensuring that no part of
Kenya is called remote by the year 2030.

lil\ttrtlr\l,n v
Eng. Peter M. Mundinia
Director General
lfLSql 2orl

xiii I



KENYA NATIONAL HIGHWAYS AUTHOITITY
,Reports and Financial Statements
For the year ended 3Oil'June 2017

VI. CORPORATE GOVERNANCB STATEMENT

The Kenya National Flighways Authority is comrnitted to the values and principles of good
corporate governance as an integral part of the corporate culture established at the Authority and
guides the manner in which its directors, managernent and staff conduct the business of the
organization. As a public sector organization dedicated to providing quality service to its
stakeholders, the Authority's decisions are guided by the core tenets prescribed in the Public
Officers Ethics Act, the Leadership and Integrity Act, the Ar"rthority's code o1'conduct, corporate
governance guidelines and Board and Board Cornmittee Charters. The Authority endeavors to
develop, strengthen and sustain the trust that the Government, employees and the public have
placed in it. The Board is committed to regularly evaluating r-rational and international standards
in responsible, transparent and efficient management with a view of enhancing corporate
governance at the Authority and consistently delivering on its statutory mandate.

This report describes the Authority's corporate governance practices that were in place throughout
the financial year ended 30th June 2017.

Role of the Board of Directors'
The prirnary functiorr of the Board of Directors' (the Board) is to provide effective strategic
leadership and direction to enhance the long-tenn value of the Autliority to its stakeholders. The
Board has the overall responsibility lbr overseeing the development and irnplementation of the
strategic plan, performance objectives, financial plans, annual budget, key operational initiatives,
major funding and investment proposals, financial performance reviews, and corporate
governance practices. They are also responsible for instilling the appropriate culture, values and
behaviour throughout tl.re organizatior-r. The Board is therefore cornmitted to maintaining very
high standards ofcorporate governance and ethical conduct.

Membership of the Board
l'he KeNHA Board is constituted as per the provisions of the Roads Act, 2007 with membership
drawn from both the public and private sector. Tl-re Board is composed of nine (9) Directors with
six directors having a background or knowledge in the lbllowing areas:
. Business Industry;
.Highway engineering;
oTransport economics;
.Surveying:
oAccountancy
.Law.

Tenure of Directors
ln line with the provisions o1' the Kenya Roads Act 2007, the Chainnan and other members of
Board, other than designated public ofllcers, shall hold ollce lbr a period of three years from the
date of appointment and tnay be eligible fbr re-appointment fbr one I'urther term. The appointment
o1 all tnembers o1'the Board as first constiluted and at every change in membership thereafter
shall be by notice published in the Kerrya Gazctte. The Dircctor General is appointed by the Board
in consultation with the Cabinet Secretary in charge of roads followirig a competitive recruitment
process.

Induction, training and development of Directors
New Directors are provided with extensive materials on the Authority and its operations, the
procedures relating to the Board and its Committees and their duties and responsibilities as
Directors.
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Corporate Governance Statement (Continued)

Committees of the Board
The Board has established four permanent Committees to assist in the execution of its
responsibilities. These are the Audit, Risk and Governance Committee, the Finance Human
Resource and General Purpose Committee, Procurement and Disposal Oversight Committee and

the Technical & Strategy Committee. Each of the permanent Committees operates pursuant to
approved terms of reference delegated to them by the Board.

Meetings of the Board
The Board and each committee have scheduled meetings held in every quarter of the financial
year. Special meetings are held as and when required. The Chairman of each Committee regularly
reports to the full Board on the Committee's deliberations.

A schedule of individual board members, their position and number of meetings attended and held
are as per schedule below.

No. Name of Director

I Eng. Erastus K.Mwongera, CBS, FIEK, RCE
2 Dr. Julius Kibiti Ndegwa (Retired on 23'd June 2017)
3 Mrs. Bibiana A.R.Omalla(Retired on 25't'June 2017)
4 Mrs. Marykaren C. Kigen-Sorobit
5 Mr. Humphrey Muhu
6 Mr. George Wanjau
7 Mr. Andrew C.Mitei
8 Ms. Mary Gesare
9 Dr. LydiaMuriuki (Appointed on 29't' March,27l7)

Board
Position

No. of
Meetings

Attended/Held
24124
lll24
23/24
20/24
14124
16124
23/24
24t24
4t 6

Chainnan
Member
Member
Member
Member
Member
Member
Member
Member
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VII. MANAGEMENT DISCUSSION AND ANALYSIS

Mandate
To manage, develop, rehabilitate and maintain national roads

SECTION A

The entity's operational and financial performance

Road Maintenance
The Authority is undertaking numerous road maintenance projects on our entire road network as
summarized in the table below

S/1.{o. Project Activity Ongoing Projects
Targcted Outrlut(km)

Source of Funding

I Periodic maintenarrce 2,218.16 Road Maintenance Levy Fund
2 Routine mainterrance 8,798.40 Road Maintenance Levy Fund
3 Performance Based

Contracts
5,584.54 Road Maintenance Levv Fund

Total 16,601.10

Development & Rehabilitation projects
The Authority is irnplernenting a number of development projects across the country. A nurnber of
these projects are co-funded with our key Development Partners namely IDA, AfDB, EU, TMEA,
Spanish Kingdom, EXIM Bank etc. 'fhere are also a number of projects which are lully funded by
the Government of Kenya through the Exchequer. Project funding and expected targets during the
current financial are summarized in the table below

15

16.
Garsen-Witu-Lamu
Road(Cl l2)

S/No.
Project

Ongoing Projects
Targeted

Output(km)
Source of Funding

I Mornbasa-Mariakarri AfDB/GoK

2 Nuno-Modogashe I BADEA/KUWAIT/GOK
J Merille-Marsabit 22 EU/GoK

4 Kitale-Kisumu 9 KTSSP IDA/GoK
5 Interchanges 3 No. K'|SSP IDA/GoK

6
Maji YaBachuma Gate

Chumvi 20
KTSSP IDA/GoK

7 Sudan Link EARTTDFP IDA/GoK
8 M iritini-Mwache-Kipevu 7 MPARD JICA/GoK
9 James Gichurr"r-Rironi NUTRIP IDA/GoK
r0. Port Reitz 2 TMEA/GoK
I l. Chebilat - Ikonge - Chabera 2.5 GoK

t2. Ruiru - Githunguri - Uplands GoK

l3 Chiakariga - Merur Road 12.5 GoK

t4 Oljororok - Ndundori Road 6 GoK
Loruk - Barpelo Road l0 GoK
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GoK18. Narok - Sekenani

GoKNaibor - Kisiriri19

GoK20 Nyaru - Iten

GoKUgunja - Ukwala - Ruarnbwa21

KENYA NATIONAL HIGHWAYS AUTHORITY
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17. Busia - Malaba GoK

SECTION B

Entity's compliance with statutory requirements
The Authority has cornplied with all statLltory requiretnents which include: -

i)Accurate and tirnely remittance of monthly
i.National Hospital Insurance Fund contributior, s,

ii.National Social Security Fund contributions,
iii.Pay As You Earn recoveries
iv.Withholding Tax
v.Value Added Tax
vi.Training Levy

2)Paymelt of contractual obligatiols and claims to all veldors
There are however naterial contingent liabilities in excess of Kshs. l0 billion arising fi'om: -

a)Foreigl exchange losses liom Development Projects that were co-funded by Development

Partners and were partly paid with hard currency,

b)Coltractual claims for olcl projects that had not been resolved during the project life cycle,

c)Additional awards granted or likely to be granted to Project Alfected Persons resulting fi'orn

delayed payments,
d)Ongoing couft cases and awards yet to be conch"rded etc.

SECTION C

Key projects and investment decisions the entity is planning/implementing

fne a.ut-trority is plannilg/ implementing over 30 key projects using funds fi'om Development

Partners and the Government of Kenya as summarized irr the table below.

t

S/No Planned Proiects Source of Funding

1 4 AfDB/GoK

2 7 KTSSP IDA/GOK

J 6 EARTTDFP IDA/GOK

4 3 NUTRIP IDA/GoK

5
a
J JICA/GoK

6 1 IIXIM/GoK
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SECTION D

Major risks facing the Authority
MANAGEMENT DISCUSSION AND ANALYSIS (Continucd)
The following outlincs what the Board and Management currently believe are the key risks that
could irnpact KeNHA's operations and mandate. Other risks that rnay be unknown to the
Authority could negatively irnpact KeNFIA. fherelbre, the risks highlighted below should not be

considered a cornplete narration of all the risks and uncertainties that KeNHA may face.

A) OPBRATIONAL RISKS

a) Employee Risk
KeNHA's success is highly dependent on our ability to attract and retain qualified employees.
We compete with other reputable organizations ir-r the economy for talented individuals and
have in the past lost vah-rable ernployees due to an inadequate organizational structure that did not
provide room for career groMh as well as non-competitive remuneration as cornpared to similar
public organizations in the infrastructure sector. To address this risk, the Authority sought and
was re-categorized Iiom PC3A to I']C7A. Tlris will ensure that the Authority offers a good
working environment nationwide, witli roorn to grow one's career as well as competitive salaries
and benefits.

b) Road Reserve Encroachment
The Road Sector typically elicits interest fi'orn all members of the public since everyotle uses
roads to move from place to another. 'fhe public will typically tend to set up their businesses next
to the carriageway in order to attract motorists to purchase their goods. Additionally, road
reselves are considered as prime places to advertise. In recent years, the public has tended to react
to accidents and incidents ou highways by placing humps, which are usually unmarked and not
built to specification. All the albrementioned issues hamper road safety. The Authority has
created an internal unit to undertake road asset managen'rent and ensllre the public is adequrately
sensitized on the importance of stecring clear of our road resewes. As an organization, we
continue to evolve and have rolled out Performance Based Maintenance Contracts (PBCs) which
have greatly enhanced protection ofour road reserves.

c) Overloading (Axle Load Control)
Over 90%o of cargo h'om our ports to the Kenyan and Regional Markets is transporled though our
highways. Overloading on our roads continues to be a challenge to KeNHA as some transporters
disregard axle Ioad limits. KeNIIA has instituted high speed weigh in rnotion (HSWIM) at
Mariakani, Athi River and Gilgil to facilitate compliant transporters to proceed with their joumey.
Transporters found to be ovcrloaded pay lincs and must rcdistribute their cargo before proceeding
with their journey. At KeNHA's erlcolu'agement, various transporters have now established
SACCOs which have greatly enhartced self-regulation and compliance. In the future, it is
expected that cargo will increasingly be carried by rail, resulting in longer lasting roads and
enhanced road sal'ety.

d) Vandalism of Road Furniturc
Varrdalism of road flrniture such as guard rails and road signs negatively irnpacts the sal'ety o1'
our roads and our reputation. I(eNI{A has increasirrgly been using alterr-rative rnaterials to curb
vandalism. The PBCs have also served to minirnize vandalism on our roads and enhance road
safety.

e) Contract Managcmcnt
KeNHA oLttsollrces the construction and rnaintenance o1'roads to contractors. Major roacl clcsign
and supervision oIkey projects is also olrtscrurced to consultants. OLrr success is highly dependent
on hor,v well we Inanage the contracts we enLer into with various providers. lt has been observed
that most olourcontracts cxpcrience timc and cost ovcrrlrns. To enhance contract managcurent, a
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critical number of stall have been trained on contract management. We cnslrre inclusion of all
required skills in project irlplemenlation and supervision teams. Experts in cornnrunication,
environment, finance, legal, procurernent and sociology are included in
MANAGBMENT DISCUSSION AND ANALYSIS (Continued)
project irnplernentation supervision teams during certain phases ol'the projects. The Autliority
also subjects all designs to reviews by 3'd parties within and without KeNI{A in order to rninimize
cases ol'cost and tirne oven uns occasioned by costly revicw ol'designs.

B) FINANCIAL IIISKS

a) Acccss to Capital
ln 2013, the GoK budget allocation fbr KeNI-lA was cut by hall'while there were ongoing
projects. This has had a ripple efl'ecl, with the Authority having pending bills running into
billions of shillings. This challenge is likcly to continue unless the Government provides funds to
clear the cLlrrent amount o1' outstanding bills in its entirety. Thc Authority has rninimized
corllrnencement of new GoK fuurded projects in order to utilize available lunds to clear these
pending bills. KeNIIA is currently working on proposals lbr partnering with the privale sector to
develop, operate and maintain key roads in the economy. This altemative sonrce of funding, or
Public Private Partr-rerships (PPPs) will ensure KeNFIA continues to enhance the capacity of key
roads without the initial significant capital outlay typically reqr"rired to undertake development.

C) LEGAL RISK
Legal suits agair.rst the Authority havc on occasiorr resulted in stoppage or delay on delivery of
projects, loss of reputation and incurring o1 additional expenditure in legal fees. The Authority
has been proactively sensitizing the public and project affected persons in order to address issues

ol potcntial contention in a tirnely rnanner. Additionally, we emphasize and encourage alternative
dispute resolution mechanisms in existing contracts. We also undertake Legal Audits. irnplement
recommendations and report on compliance by Ar"rthority.

SECTION E

Material arrears in statutory/financial obligations

The Authority has a large stock ol'pending development bills amounting to Kshs. 22.3 billion.
"fhis is ntade up o1' paymcnt certillcates and 1-ee noles lbr certified developrnent works and

outstanding dues to Project Affected Persons as a result o{'inadequate GOK Developmerrt Budget

and delayed release ol' llxchecluer lunds. l-his has lecl to accutnulation of interest on delayed
payments and other contractual clairns.

SECTION F

The Authority's financial probity and scrious governance issues

The Board ol'Directors takes overall responsibility lbr cstablishing systerns of intc'rnal control and

for reviewing and evaluating their elltctiveness. The day-to-day responsibility lbr irnplementation

ol'these systems and lbr ongoing monitoring ol'risk and the el'lectiveness ol'controls rests with
senior lnanagemellt.

'fhe systerns, which havc been in pltrce thror,rghor"rt tltc l'ruatrcial year and up to the date ol'
approval of thcse financial statenlerlts, include the lbllowing: -

l'he Audit. Itisk & Governance Comrnittee o1' the Board provides oversight over the

internal and cxternal audit work and implcmcntation ol' rccornrncndations contained in
ar"rdit reports.
-l'lic Risk Marragcrrcnt Conrmittcc comprising ol'scnior nreluagernent is responsible lbr

v
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ensuring that controls are in place to identify, evaluate and manage risk.
. Enterprise Risk Management Section documents risks and the responses to them, carry out

risk assessments annually and report to the Risk Management Committee and the Audit,
Risk & Governance Comrnittee of the Board on how effectively risks have been managed
during the year.

. Periodic reviews of performance and quality in road construction and maintenance are

carried out by the Quality Assurance Section.
. Internal Audit Section reviews the effectiveness of the financial and operational systems

and controls throughout the Authority and reports to the Audit, Risk & Governance
Committee.

External auditors comprising of tl're Office of the Auditor General, Office of the Internal
Auditor General, Kenya Roads Board and Development Partners review the Authority's
financial staternents and effectiveness of systems of internal controls.

The Au.thority's systems of internal control and corporate governance arangements in operation
during the year were reviewed based on these institutional arrangements and found to be effective.
Our internal control systems are designed to manage, rather than eliminate, the risk of failure to
achieve corporate objectives or in the case of financial controls, the risk of material misstatement
in our financial statements. Accordingly, they provide reasonable but not absolute assurance
against such failure or material misstatement.

a
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VIII. CORPORATE SOCIAL ITESPONSIT}ILITY STATEMENT

KeNHA's Corporate Social Responsibility embodies its commitnrent to the Authority social
mandate of being a responsible corporate citizen, condurcting itsell-ethically, corrtributing to the

well-being of communities, contributing to economic sustainability and instituting environmental
saf-eguards in all our projects.
The Authority endeavours to act ethically. be socially and environmentally responsible while
conducting its business. In the concluded liscal year, our CSR lbcused on three major areas 01'

Promoting education especially in marginaliz.ed areas, providing accesses to social amenities
within tl-re vicinity of our projects and responding to thc plight ol'the needy amongst r,rs through
charitable donations.

Promoting Education
We at KeNHA believe that a learning environment which is conducive is necessary to produce
quality students. To this end. the Autliority constructed a classroom 2 ablution lacilities and
provided 29 desks at Kandutura Prirnary School in Laikipia County; transforming Mwoki Prirnary
School in Vihiga County to an ultramodern school by upgrading the classrooms, dining l'rall,

ablution units, water points and boundary fence; Corrstruction of 2 classrooms at Chepilat
Prirnary School in Baringo Corurty, Construction of 6 classrootns at Boro Prirnary in Siaya

County and Constructiorr of two classrooms each for Nomad Girls and F-unyatta Prirnary schools

in Marsabit County.
Further, the Authority sponsored a needy student Silas Arnbata at Kakan,ega l-ligh School. The
student had passed the Kenya Certifrcate o1'l'rirrary Education but could not allbrd school fee to

continue with his education.

Access to social amcnities
In our endeavour to improve qurality o1'lilb lbr our people, we constructed access roads to Laikipia
West Medical Centre, Prison, Sub County olfrces. Policc Post ar-rd Kenya Wildlit-e Services in
Laikipia County, construction o1'a bus park at Kamukuywa in Kakamega County; and

construction of market stalls at Kirninini, Sikhendu and Misikltu, construction of public ablution
facilities, lorry park and a police station at Turbi.
Provision of Wate r and Sanitation
The Authority, through various projects provided water to comtnunities at Masani and Mwoki
areas of Vihiga County by constructing a borel-role: construction of 2 boreholes and a watel'pan in

Corporate Social Responsibility Statem cnt (Continued)

Taita Taveta County; several boreholes and waler pans in Marsabit County, ablution lacilities
along Isiolo-Moyale corridor.
Charity Donations
The Authority stalf visited and spent tirne with children aud caregivers of Nyumbani Children's
Flome in l,ower Eastern (Kitui County). Tl-re Home takes care ol'the over 1000 children who lost

parents to IIIV. The home takes care o1'their grandpareuts as well.'[-he childrelt range li'om 5

years to 22yearc. StalTdorrated dry fbodstufts, clotl'ring, story books, toys and other assorted of
their own volition, to add otrto donaliorts by the Authority.

Y
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IX. REPORT OF THE DIRECTORS

The Difectors submit their report together with the un-audited financial statements for the year
ended 30tl'June, 2017 which show the state of the Authority's affairs.

Principal activities

The principal activities of the Authority are to manage, develop, rehabilitate and maintain national
roads

Results

The results of the Authority for the year ended June 3011' 2017 are set out on page 1

Directors
Directors of the Board who served during the year are shown on page vi and vii. During the year
Dr. Julius Kibiti M' Ndegwa and Mrs.Bibiana A.R. Omalla -Retired on 23d June 2017 and 25tr,
June 2017 respectively while Dr. Lydia Muriuki was appointed with effect from 29th March 2017.

Auditors

The Auditor General is responsible for the statutory audit of the Authority in accordance with
Article 229 of the Constitution of Kenya and the Public Audit Act 2015 for the year ended June
30t1 2017.

By Order of the Board

ll,l$l'[\\A

Eng. Peter M. Mundinia
Director General
Director General and Secretary to the Board
N

September 2017
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X. STATEMENT OF DIITECTORS' ITESI'ONSII}ILITIES

Sectiorr 8l of the public lrinance Management Act.2012and section 14 o1'the State Corporatiot1s

Act, require the Boarcl of Directors to prepare f-rnancial statetnents in respect of that Kenya

Natiolai l{ighways Authority (herein a11er rcl'errcd to as thc Ar-rthority) which give a true and f-air

view of the state of affairs o1 the Authority at thc end of the financial year/period and the

operating results of the Authority fbr that year/period. The Board of Directors are also required to

.nrr.. that the Ar-rthority keeps proper accounting records which disclose with reasonable

accuracy the hnancial position ol' the Authority. The Directors are also responsible for

safeguarding the assets of tl-re Ar"rthority.

The Board of Dircctors is rcsponsible for the preparation.and presentation of tlie Authority's

financial statements, which give a true and lair view of the state o1'al'fairs of the Authority for and

as at the c1d of the filancial year (period) ended on 30tr'.lunc,20l7. This responsibility includes:

(i)Mailtailing adequate financial management arrangernents and ensuriug that these coutinue to

be eI'lective throughout the reporting pcriod;

(ii)Maintaining proper accolultiltg records, which disclose with rcasonable accttracy at any time

the financial position of tlie Authority;

(iii)Designilg, implementitrg ancl maintaining internal controls relevant to the preparation and fair' .p..r*tution 
o1'the ljnancial statements, aud ensuring that they are Ii'ee lioln rnaterial

misstatements, whether due to error or 1r'aud;

(iv)Safeguarding tlie assets o1' Authority;

(v)Se lecting and applying applopriate accounting policics; and

(vi)Making accounting estimates that are reasonable in the prevailing circumstances.

The Board of Directors accepts responsibility lbr the Autl.rority's linancial staternents, which have

been prepared using appropriate accounting policies sr.rpported by reasonable and prudent

judgemenis and estimates, in confounity with International Public Sector Accounting Standards

if pSnSl ald in the mamrer rcqr-rirecl by the PFM Act and the State Corporations Act. The Directors

are ol the opinion that the Autliority's financial stateurents give a true and fhir view of the state of
Ar.rtlrority's transactions clr.rring tl-re fi-rancial year ended 30tl' Jttnc, 2017, and o1' the Authority's

filanciai positiol zrs at lhat date. fhc Dircctors lirrther confirm the cornplcteness of tl-re accouuting

records mailtaiped forAt(hority, which have been lelied upon iu the preparation of the Authority's

fipapcial statements as well as thc adequacy ol'the systems ol ir-rtcrnal llnancial control.

Nothilg has come to the attention o1'the Directors to indicate that the Autliority will rrot retnain a

goirrg concern fbr at least the next twelve mouths ll'orn the date of this statelncllt.

Approval of the financial statcments

'l'l-re Authority's lipancial stateurcnts werc approvecl by the Board on 12rl'september 2017 and

signcd on its bchall'by

itci Eng. P.M. MunCI'A. A. C.

Dircctor
E ng.
Ch arrman
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RBPUBLIC OF KENYA

Telephone: +25 4-2O -3 4233 0
Fax: +254-20-311482
E-mai I : oag(n)oagkenya. go. ke
Website: www.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR GENERAL ON KENYA NATIONAL HIGHWAYS
AUTHORITY FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya National Highways
Authority, set out on pages 1 to 83, which comprise the statement of financial position
as at 30 June 2017, and the statement of financial performance, the statement of
cash flows, the statement of changes in net assets and the statement of comparison
of budget and actual amount for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with provisions
of Article 229 ol the Constitution of Kenya and Section 35 of the Public Audit Act,
2015J have obtained all the information and explanations which to the best of my
knowledge and belief were necessary for the purpose of the audit.

In my opinion, except for the effects matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya National Highways Authority as at 30 June
2017 , and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Accrual Basis)
and comply with the Kenya Roads Act, 2007.

ln addition, as required by Article 229 (6) of the Constitution, Except for the matters
described in the Basis for Qualified Opinion Section of my report, based on the
procedures performed, I confirm that, nothing has come to my attention to cause me
to believe that public money has not been applied lawfully and in an effective way.

Basis for Qualified Opinion

1. Property, Plant and Equipment

1.1 Undetermined value of Rental Property

The Property, Plant and Equipment balance of Kshs.315,677,638,402 as at 30 June
2017 excluded undetermined value of land and houses occupied by staff in South
Rift Region from which the Authority earned an income of Kshs.1,076,000.00 during
the year under audit. As such, the accuracy and correctness of Property, Plant and
Equipment balance of Kshs.315,677,638,402 as at 30 June 2017 could not be
confirmed.

Raport ol thc .lutlitor-Gcncrul on the F'inun('iul Stdtemcnt.s ol Kanwt Nutionul Highx'u.t's .luthorit.r: lir tha Yeur
ended -10 June 2017

Promoting Accountabilitlt in the Public Sector



Kenya Transport Sector Support Programme IDA Credit No. 4926 Projects
2. Rehabilitation of Kisumu-Kakamega Road Section (Lotl)

As reported in the previous year, the Contract awarded to M/s China Overseas
Engineering Group Co. Ltd at a contract sum of Kshs.4,452,053,438.28 for a period
of two years. The project commenced on Sth January 2013 and was originally
scheduled to be completed in October 2015 after an extension of time was awarded
to the contractor revising the completion date to 10 October, 2016. The project was
behind schedule. Review of the progress in the year under audit revealed that
Monthly progress report No. 41 of June 2017 shows that the percentage of time
elapsed was 115% while the physicalworks completed were at64% an indication of
slow progress in project implementation.

!n addition, the contract sum was revised by an additional Kshs.3,509,473,923 to
Kshs.7,961,527,361.84 a variation of 78.8o/o contrary to the Public Procurement
DisposalAct, 2005 thereby contravening the law.

3. Rehabilitation of Bachuma Gate-Maji ya Chumvi Section of Nairobi-
Mombasa Road (A109).

As reported in the previous year, the project was awarded on 1Oth December,2013
to M/s China Dalian lnternational Economic and Technical Co-operation Group Co
Ltd at a contract sum of Kshs. 4,986,218,100.73 for a period of 24 Months
commencing 3'd November,2014 and a defects liability period of 12 Months. The
project was behind schedule. Review of the progress in the year under audit revealed
that the Monthly progress report no.32 of June 2017 showed that the percentage of
physical works completed was 85% while percentage of time elapsed was 128o/o, ?fi
indication of slow progress in project implementation.

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

As reported in the previous year, the contract was awarded to M/s China Railway
No10 Eng Group Co at a contract sum of Kshs.2, 690,008,029.77 for a period of
fifteen Months. The project commenced 2 February, 2015 and was originally
scheduled to be completed on 2 May, 2016. The project was behind schedule.
Review of the progress in the year under audit revealed that Monthly progress report
No. 24 of May 2017 shows that the percentage of time elapsed was 80% while the
physical works completed were at 56.5% an indication of slow progress in project
implementation.

5. Rehabilitation of Kakamega-Webuye Road

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

anclt tl 30 Juna 20 l 7
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Evidence available indicated that notice of termination of the contract was issued on
8 May 2014 due to contractor's non- performance. However, the contractor obtained
a court injunction stopping KeNHA from removing equipment from the site. The
contractor later formally proposed to the employer a negotiated settlement to the
dispute which resulted into a Deed of Settlement and Release. !n view of the
development, it was not clear when the project would be completed.
Review of the project in the year under audit revealed that a negotiated contract
was awarded on 26 August 2016 to M/s Jiangxi Zhongmei Eng to complete the
works at a contract sum of Kshs.4,168,686,096.23 for a period of 24 Months ending
30 November,2018. Progress report no.6 of May 2017 shows that the percentage
of time elapsed was 24.56% while the physical works completed were at 7.1o/o dn
indication of slow progress in project implementation which may further lead toe
escalation of project costs.

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

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

6.1 Request for Expression of lnterest and Request for Proposals

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

6.2 Proposal Response and Evaluations

The firms returned the RFP depending on the cluster for evaluation and as detailed
in table below (4.4). However, only one firm was found to be responsive upon
preliminary evaluation in al clusters and was awarded the contracts after technical
and financial evaluations. The reasons for the rest being non-responsive were
having provided bid bonds valid for 120 days instead of 150 days.

6.3 Tender Committee, Award and Negotiations

The Tender Committee in their meeting No. 92 held on 22 November 2012 approved
the award of the five contracts to lt//s SGS Kenya Limited being the only evaluated
tenderer. The consultant was notified of the award on 22 November 2012. This was
followed by negotiations between the KeNHA and the consultant on 11 December
2012. The contracts were later signed between the two parties on 04 February 2013
and order to commence given on the same date for a period of three (3) years ending
04 February 2016.

crulecl 30 Juna 20 l7
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6.4 Tender Sums Visa Vis Engineers Estimates

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

6.5 Exhaustion of Contract Sums

It was observed that three (3) year contract period ended on 31 December 2015 and
as at the end of contract period, the consultant had been paid in excess of the
contract amounts in some items as shown below: -

No Weighbridge

Station Cluster

Engineer's

Estimate

Gontractor's

Tender Sum

Variance

1 Webuye, Malaba
and Eldoret
cluster plus
adjacent road
network

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

2 Gilgil and Mai
Mahiu cluster
plus adjacent
road network

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

3 Mariakani and
Mtwapa cluster
plus adjacent
road network

361,605,640.00 532,728,641.29 171,123,041.29

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

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

5 Busia, lsebania
and Kisumu
cluster plus
adjacent road
network

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

Total 1,486,725,020.00 2,663,830 ,177.53 1,177,105,157.53

entled 30 June 20 1 7
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No Weighbridge

Station
Gluster

Item
Description

PC
No

Amount in
Gontract

Kshs.

Amount
paid Kshs.

Excess
paid Kshs.

1 Webuye,
Malaba and
Eldoret
cluster plus
adjacent road
network

Engineer's
superintendence

34 30,500 000 58,028,748 27,528,748

2 Gilgil and Mai
mahiu cluster
plus adjacent
road network

Engineer's
superintendence

34 25,250,000 62,214,275 36,964,275

3 Marakani and
Mtwapa
cluster plus
adjacent road
network

Engineer's
superintendence

33 41,000,000 71,390,898 30,390,898

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

Management and
Operations

Engineer's
superintendence

31

31

137,005,163

41,000,000

293,064,158

85,056,500

156,058,995

44,056,500

5 Busia,
!sebania and
Kisumu

cluster plus
adjacent road
network

lVlanagement and
Operations

Engineer's
superintendence

31

31

76,704,263

18,400,000

183,960,109

51,332,138

107,255,846

32,932,138

Total 369,859,426 805,046,826 435,187,400

ln the foregoing, it was not possible to confirm whether the Authority obtained value
for money in incurring the above expenditure.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of Kenya National Highways Authority
in accordance with ISSAI 30 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 qualified opinion.

entlctl 30 Jtma 2017
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Key Audit Matters

Key Audit Matters are those that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described
in the Basis for Qualified Opinion section, I have determined that there were no Key
Audit Matters to communicate in my report.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Public Sector Accounting
Standards (Accrual basis) and for such intemal 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.

ln preparing the financial statements, management is responsible for assessing the
Authority's ability to continue as a going concern, disclosing, as applicable, matters
related to sustainability of services and using the going concern basis of accounting
unless the management either intends to liquidate the Authority or cease operations,
or have no realistic alternative but to do so.

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

Those charged with governance are responsible for overseeing the Authority'
financial reporting process.

Auditor General's Responsibilities for the Audit of the Financial Statements.

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional scepticism 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.

aruletl 30 June 20l7
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Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, and for the purpose
of giving an assurance on the effectiveness of the Authority's 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
uncertainty exists related to events or conditions that may cast significant doubt
on the Authority's ability to continue as a going concern. lf I conclude that a
material uncertainty exists, I am required to draw attention in the audito/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 as a going concern.

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.

a

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 ethical
requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

(

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

Nairobi

02 July 2018

entlad 30 Juna 2017
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KENYA NATIONAL HIGHWAYS AUTHORITY
Reports and Financial Staternerrts
For the year ended 30t1, JLrne 2017

XII. STATEMENT OF FINANCIAL PERFORMANCE
For the year ended 30 Junc 2017

Revenue from non-exchange transactions
Road maintenance contributions
Fines, penalties and levies
Transfer from other Government's -Recurrent Revenue

Revenue from exchange transactions
Rental revenue from facilities and equipment
Finance income-external investments
Other income

Note 2016-2017 ZOt5-2016
Kshs Kshs

5 17,645,929,000

6 570,361,054
7 649,619,565

9,581,079,900
511,766,259

344,426,515

18,865,809,619 10,437,272,674

8

9

IO

1,076,000
444,204,301

70,622,629

1,158,200
62l,6g7,ggg

44,279,995

Total revenue

Expenses
Road Maintenance and Axle Load expenses
Employee costs

Board Expenses

Depreciation and amort ization expense
Repairs and maintenance
General expenses

Project Admin istration expenses
Finance costs

Total expenses

Other gains/(losses)
Gain on sale of assets
Provision for doubtful debtors
Loss on foreign exchange transactions
Profit on foreign currency translations
Surplus for the period

14,,429,144,639 10,349,592,726

515,902,930
19,391,711,549

667,125,984
11,104,399,659

11

t2
I3
I4
l5
I6
7

l7

| 1,754,099,545

1,259,945,493

71,673,144
217,423,614

89,055,490
393,169,270

649,619,565
3,169,529

8,397,517,376

1,029,379,626

47,266,390
146,101,463

80,264,627

301,397,924
344,426,515

3,229,905

18

19

20

2t

1,256,049
(4,923,265)

(537,001)

2,636,794

30g,gg4
(7,715,362)

(842,017)

12,535,497

4,951,999,476 759,103,934

"lhe notes set out on pages 9 to 30 fbrm an integral part of the Financial Statements
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KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements lor the year endecl 3Otl' June 201 7

XII.STATEMENT OF FINANCIAL POSITIO N

As at 30 June 2017

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

Receivables from exchange transactions

Inventories

Total current assets

Non-current assets

Property, plant and equiPrnent
Intangible assets

Total non-current assets

Total Assets

Liabilities
Current liabilities
Trade other payables from exchange transactions

Refundable deposits from customers

Provisions
Total liabilities

C t

Eng. E w , CBS, ITIEK, RCE

Date { Se,t...t. 20t7

Note 2016-2017 2015-20t6

Kshs Kshs

11,732,046,105
18,430,754,231
9,853,873,3 53

4,953,919

40,$21,627,608 22,917,409,,009

22
a,/)
24
25

26
27

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

4,876,822

315,677,638,402
| 15,470,661

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

315,793,109,063 265,607,550,409

355,814,736,671 288,524,959,418

v

28
29
30

26,550,595,252
67,210,651

7,823,340

25,494,924,103
117 ,245,106

1 2,1 03,1 9 1

26,625,629,,243 25,624,272,,400

Net assets
Reserves
Accumulated Surplus

Total Net assets and Liabilities 355,814,736,671 288,524,959,418

The Financial Staternents set out on pages I to 5 were signed on behalf of the Board of Directors by

329,189,101,428
319,397,689,980

9,791,417,448

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

4,839,477,972

llllffih
Director Cetteral

Eng. Peter M. Mundinia

Director - Corporate Scrvices

CPA James K. Bowen

r. ..20 I 7Date t{ *," " "'1'

ICPAK No.
Date:.1$2017
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KENYA NATIONAL HIGHWAYS AUTHORITY
Reports and Financial Statements
For the year ended 30t1, June 2017

XIII.STATEMENT OF CHANGES IN NET ASSETS
For the year ended 30 Junc 2017

Accumulated
Surplus

Kshs.
Balance as at 30th June 2015

Total
Kshs. Kshs.

4,030,832,402 215,604,375,460 219,635,207,962

759,103,934 759,103,934
42,456,993,596

49,491,636

42,456,993,596
49,491,636

4,839,417,972 258,061,269,046 262,900,$97,019

4,951,999,476 4,g5lrggg,476
61,336,420,93461,336,420,934

9,7911417,449 319,397,699,990 329,189,107,42E

Reserves

Grants

Surplus for the period
Government Grants
Transfers from Accumulated Surplus
Balance as at 30th June 2016

Surplus for the period
Government Grants
Transfers to Accumulated Surplus

Balance as at 30th June 2017

3l



KENYA NATIONAL HIGHWAYS AUTHORITY
Reports and Financial Statements

For the year ended 30tl' June 2017

XIV.STATEMENT OF CASH FLOWS
For the Year ended 30 June 2017

Cash and cash cquivalents at the beginning

of the year

Cash flows from operating activities

Receipts
Road maintenance contributions
Fines, perralties and levies

Tran sfers fro m other gov ern l"n ents-rec urretrt

expenditure

Rental revenue
Other gains
Other income

Payments
Road Maintenance and Axle Load expettses

Ernployees Costs

Board Expenses

Repairs & Maintenance
General Expettses

Trattsfers frotn other governmellts - recurrent

expenditure

Finance cost

Provision for doubtfirl debts

Net cash flows from opcrating activities

Cash flows from investing activities

Purchase of property, plant. equiprncrtt and

intarrgible assets

Proceeds frorn sale ol'property plartt and

equiprlent

(lncrease)/ Decrcase in trade payables

(Decrease)/increase in exchattge receivables

(Decrease)/increase in notr-exclrange

receivables
Decrease/(itrcrease) ilt invetltory

Decrease/(increase) irr payrnertts received itt

advatrce

Nct cash flows used in investilrg activitics

4l

649,619,565 344,426,515

Note

))

8
t9-21

t0

ll
12

t3
t5
t6

j
6

7

Current Year
Kshs.

10,394,535,104

17,645,828,000
570,361,054

649,619,565

1,076,000
( I ,l 79,096)
70,622,629

18,936,328,152

11,754,089,545
1,259,945,483

7 1 ,673,144
89,055.490

383,168,270

3,169,528

4,923,265

14,210,721,025

(50,403,370,606)

1,005,636,694

(5.580.307,548)

( r0, r86,322.953)

(77.0e7)

(4.279.85 r)

(65,168,723,36I )

Actual Audited

Prior Year
Kshs.

8,725,500,883

9.581,079,900
511,766,259

344,426,515

I ,158,200
11,693,470
44,279,895

10,,494,404,239

8,397,517,376
1,029,379,626

47,266,390
80,264,627

301,397,824

3,228,905

7,715,362

10,211,196,625

(50,61 3,814,469)

2,094.398

(r,673,683,001

(2,384,934,675)

4.630,753,440

(272.s93)

(263.e70)

(41 ,692,7 54,868)

7

.U

t7

l9



For the

sl

KEIIY NATIONAL HIGHWAYS AUTHORITY
Reports Financial Statements

ended 30th June 2017

Note

Current Year
Kshs.

Actual Audited

Prior Year
Kshs.

Net

Cash from fi nancing activities
from borrowings 61,336,420,934

444,204,301

61,780,625,235

42,456,993,59
Interest

621,697
Net flows used in financing activities 43,079,591,4

) in cash and cash
1,3371511,001

11,732,046,105

eq ts 1,669,034,22

Cash an cash equivalents at end of the year 22 10,394,535,104

(TPSAS 2 allows an entity to present the cash flow statement using the direct or indirect method
the direct method. PSASB also recommends the use of direct method of cash flow preparation.

above of Cash Flows is prepared using the direct method.)
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KI'NYA NATIONAL HIGHWAYS AUTHORITY
Report and Financial Statements 1br trre year ended 30rh June 2017
NOTBS ON MATBRIAL VARIANCES I}ETWEEN BUDGETBD & ACTUAL
AMOUNTS

Budget notes
l' Provide explanalion oJ'differences belv,een achral ancl bur)geted crmortnts (10% 6ver/
under) IPSAS 24.11
2 Provide on explanation of changes belt,een original and /inal budger indicating .n,hether
the difibrence is due to reallocations or other causi. (lpsAS"21.29)
3' where lhe lotul o.f aclual on compqrable basi,v cloes nor tie to the statement o./'.financial
performance tolals due lo dif.ferences in accounting basis (budget is ccrsh basis,. statement of
financial perforntance is accrual) prot,icle d reconciliation,

a) Road Maintenance Contributions
The variance was due to the fact the budgeted amounts included carryover funds frorn Fy
201512016 which had already been realised as income in that year.

b) Fines, Penalties & Levies
The income I}om weighbridges was substantially above budget due to the authority,s
continued enforcement of the Kenya National ilighways Authority Regulations; legal
notice no'86 of l0rl' May 2013. There was increase-d sensitization on the transpofters onthe need to acquire the necessary exernption permits. Tlre on-going ipstallation of fibreoptic, undergroutrd power transtnission lines, sewer lines, pifielin"es, access roads andwater pipes enhanced road cutting 1ees collectio. as well.

c) Finance Income
The favourable varialtce was as a result of increased interest rnainly fr.orn the call deposit
investments. The Authority endeavoured to negotiate the best rates i, the market despite
the interest rate capping.

d) Other Income
The performance of these itrcomes was above the budgeted level in the year due to theincome realised fi'om liquidated damages and from disposal of assets and other.store items.

e) Road Maintenance & Axlc Load Expenses
The unfbvourable variance was as a result ol'sorne roacl mairrtenance works stretching overto the following I'inarlcial year2017l20l8. These are the perfbrmance based contracts thatare multi- year.

f) Compensation of Employces
The budgeted atnounts included an atnount lbr new staff salaries under the new structurefollowing the re-categorization o1'the Authority to pc7Al. These included salary arrears.The approval process had not been completed ty 30.06.2017 thus the slight below budgetperfbrmance.

g) Board [xpenses
Board activities took place within the fi,ancial year as plarnecl. However, overseas travela,d trai.ing was ,ri,,irnar within the year thus thl variance.

h) Repairs & Rencwals
Repairs and tnaintenance activitics were unclerlaken within the year as plan,ed with someof the contracts stretching to the financial year 2016/2017. The aL,trroriiv'strived to kcepthe costs to minimu*r by e,teri,g into fi.arne,uvork contr.acts.
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KENYA NATTONAL HIGHWAYS AUTHORITY

n.port and Financial Statements for the year ended 30tl' June 2017

NOTES ON MATERIAL VARIANCBS BETWEEN BUDGETED & ACTUAL

AMOUNTS.(Continued)

i) Depreciation
The Authority's budget is cash based as it is substantially funded by the Government of

Kenya and the Roads-maintenance Levy Fund. The depreciation charge is a non-cash item

not usuallY budgeted for.

j) General Expenses
The Authority strived to keep the costs to minimum by entering into framework contracts'

k) Provision for doubtful debts

This was u ,p".ifr. provision for funds invested in chase Bank that was put under

receivershiP in APril, 2016.

l) Loss on foreign exchange transactions
This emanated from transactions in our dollar denominated account at NIC bank' These

transactions were wei ghbridge trans gression fees deposits.

m) Gain on foreign currency translations
The gain was as a result of the closing rate used for translation of bank balances at the

reporting date.

n)Changes between Original and Final budget'

The changes between original and final uuaget was as a result of revision of the budget

with enhanced ceilings oriroad maintenance contributions and approved carry over budget

from Financial Year 2015-2016

v
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rTl,l\ YA NATIUNAL HIGHWAYS AUTH OITITY
Report and Financial Statements lbr the year ended 3011, June 2017
NOTES TO THB FINANCIAL STATBMENTS (Continued)
XVI. NOTES TO THE FINANCIAL STATEMENTS
1. GBNERAL INFORMATION

The Authority is established by and clerives its authority a.d accountability liorn Ke.ya RoadsAct' 2007 ' l'he Authority is wholly owned by the Government of Kenya and is domiciled inKe.ya' The entity's principal activity is thl ,runug",r.nt, development, rehabilitation andmaintenance of national roads

2. STATEMENT OF COMPLIANCE AND BASIS OF PITEPARATION

The Authority's financial statements have_been prepared in accordance with and comply withInternational Public Sector Accounting Standards (lpsAS). The financial statements arepresented in Kenya shillings, which is tite ltrnctio,al.a,d reporting currency of the e,tity. T.heaccounting policies have been consistently applied to all the y.u^ p[ro.,t"a.

The financial statements have been prepared on the basis of historical cost, unless statedotherwise' The cash flow statement is preparecl using the direct method. The fina,cial statementsare prepared on accrual basis.

3. ADOPTION OF NEW AND RBVISED STANDARDS

i'Relcvant new standartls and amcndments to published standards effective for the yearended 30th Junc 2017

Standard ct
SAS 33: Firsr

tirne adoption ol.
Accrual Basis
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KBNYA NATIONAL H IGHWAYS AUTHORITY

Report and Financial Statemen ts for tl're year er-rded 3Oil' June 2017

NOTBS TO THE FINANC IAL STATEMENTS (Continued)

(Effcctive for annual Pcriods beginning on or JanuarY I ,2017)

In Janr"rarY 20 15, thc IPSASB published IPSA S 38, Disclosure of Interests

irr Other Irntities' IPSAS 38 requires an cntitY to disclosc infbrmation that

enab les users of its l'rnancial statements to evaluate the nature of and risks

assoclated with, its interests in controlled entities' 1 oint arrangements and

associates, and structured entities that are tlot conso lidated; and the effects

of those interests or.t its llnancial position. llnancial perlbrmance and cash

tlows.
flte Autltor.ity cktes ttol ltctva crn inlerest irt ttthar entilies und therefore the

stctntlord does nol etPPllt'

ii.Newandamendctlstantlar.dsandinterprctationsinissucbutnotyeteffcctiveintheyear
endcd 30 June 2017

I

ct:cctiv adn lm,ldatceffEStandard
lica

n

st 02 81na uI Jle arybApp
11hauCtoncel'lve gestca cocreo rge9J wasPSASSS uctoVCttecThc obj
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et1 Sbece119 lnA loyS p
toISvel'I ectalxl-he9AS objtodonentsetllll nclurto he25SSAIP theh'omSa[1 l11ctt S0ll abierlstclre attntta l-l()ol'111urateSLIe11 accl'c

IPSAS
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39
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Standard Effective date and im ct:
defined benefit scheme by doi ng away with the corridor approach

IPSAS 40:
Public Sector
Combinations

transactions

The covstandard bl cers sector coltlpLl binations ansln fi'ornob exchange
Stran actron ln wh ich cas the areey reated S ITI ar with IFR 1

JSv ecablappli(
to u SItions onl Bacq US NCSS) co binamv Soll coand mbinations ans frornllg
non exchange which are covered ure Publunder ICp ly Sector
con') binatrons AS atrons.

Applicable: I't January 2019:

KT'l\ YA 1\A T IUNAL HIGHWAYS AUTHORITY
Report and Financial Statements for the year ended 3011, .lune 2017
NOTBS TO THE FINANCIAL STATEMENTS Continued)

iii.Early adoption of standards
Tlre errtity did not early - adopt any new or amendecl standards in year 2ol7

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i)Revenue from non-exchange transactions

Fines, penaltics & Levies
The Authority recognizes revenues f.om I'ees, taxes and fines wrren the event occurs and the assetrecognition criteria is tnet' 'fo the extent that the.e is a related condition attached, that would give riseto a liability to repay the amount, defemed income is rlcognized instead of revenue. other no,-exchange revenues are recogllized when it is probable that the Iirlure economic benefits or servicepotential associated with the asset will flow to the Authority a,d the fai*uir. or the asset can bemeasured reliably.

Transfers from other government entities
Revenues fi'om non-exchange transactions with other government entities are measur.ed at fair valueand recogtlized on obtaining control of tlie asset (cash,"goodr, services arrd property) il.the translbr isfree liorn co,ditions and it is probable that the ..o.,o,rii. be,efits o, s".ri"e pote,tial related to theasset will flow to the Authority a.d can be measured reriabry.

ii)Revenue from exchange transactions

a)Interest and other incomes
Interest incotne is accrued r-rsing the effective yield rnethod. The ell.ective yield discounts estimatedfutr-rre cash receipts. through tlie expected life of the fl,a,cial asset to ihat asset.s ,et ca*yingamount' The method applies this yield 1o the principal outstandipg to cleter,rire interest income eachperiod.

other income relates to incomes tltat arise li'om miscellaneous activities that are not primarily airneclat raising revenue.

b)Budget information
The annual budget is prepared on the accrual basis where all plarinecl costs a.d income are presentecli, a single statement to cleter,riue the needs of the Authority. As a ,"r,ll-or ,n" acloptio, of tlieaccrual basis fbr budgeting pLlrposes. there is ,o basis lbr tirning dill'erences o. the A,thority thatwotrld requirc reconciliation betweett the actual comparable anrou,ts a,cr the anlourts presented as aseparate additional fi,a,cial statcrllent i. the statcmc,t ol'co,rparriso. or.buclget a,cl actual amounts.
111



KENYA NATIONAL HIGHWAYS AUTHORITY

Report and Financial Statem ents 1br the year ended 30tl' 'lune 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

c) PropertY, Plant and equipment

irnpairrnent losses. cost includes experrcliture that is directly attributable to the acquisition

of tl-re items. When sig,ificant parts of propcrty' plant ani .e9.*igrlent 
are required to be

replaced at intervals, tf,e Authority ,.."og,-,iz,es sucli parts as individual assets with specilic

useful lives a,d depreciates tl-,.n-, u.Jordingly' Likewise, when a major inspection is

perfbrrned, its cost is recognized in the .ut'ying amount o1- the plarlt and equipment as a

replacement il the recogr-rition criteria ur" ,uii.fiid. AII other repair and maintenance costs

are recognized in surplus or deficit as incurred. where an asset is acquired in a non-

exchange transaction ibr nil or nominal consideration the asset is i.itially measured at its

f-air value.

o1'thc Asset over expected useful lives'

The annual depreciatiou rates in use are: -

(i)
(i)
( ii)

( iii)
(iv)

(v)

(vi)

Computer Equiprnent & Accessones

ICT Infrastructure and Telephony

Motor Vehicles

Olfrce Equipment and Furniture

Olfice Partitioning and tlxtures

Plant & MachinerY

Buildings

33.3%

33.3%

25.0%
12.5%

t6.l%
10.0%
2.5%

-

recognition of the asset is includecr in the sta;lnent oi Fi,ru,r"iul performance in the year the

asset is de-recogr-rised'

2Ol 612017 amountecl to Kslis'82,664'568'7 39

8J#i[ reases are reases that do not transfel '..X'ii1lil'] 1l]'-::::":lt::":::':Jl'?.3;nlXt 
to

ownership o1 the leased itern to trr. a.,tlrority. operati,'rg l"ut. payments are recognized as an

;p;ilg expense in ,u.ptu, or deflcit on a straigl-rt-line basis over the lease term'

Nio,,-.u,-,-..ttaUte operating lease rentals are payable as follows:

30.06.20 I 6 resPectivelY

Not Later than one Year

Later than one year and not later than three years

2017

Kshs
60,929,903

ll1,338,77 6

2016
Kshs

67,766,677

133,441,625

12l

172,268,,679 201,208,,302



Kl1,N YA NA I'IONAL HIGHWAYS AUTHORITY
R.eport and Financial Staternents 1br the year endecl 30rr,June 2017
NOTES TO THE FINANCIAL STATE MENTS (Continued )
The Authority Ieased head o ffice prernises under two opcrating lease. The leases typically rr-rn fbr 6years with an option for renewal upon exprry on 30 November, 2017 and 30 March 2019
respectively

Lease payrnents are increased accorcling to the contract stipulalions. The Board does not have anoption to purchase the leased asset a1 tlie expiry of the lease period. There are no contingent rentsrecognised in the statement of financial perlbrmance.
e) Intangible assets
Intangible assets acquired separately are initially recognized at cost. The cost of i,tangible assetsacquired in a non-exchange transaction is their lair. ,r1,,. at the date of the exchange. Followinginitial recognitiort, intangible assets are carried at. Internally generated intangible assets, excludingcapitalized development costs, are not capitalized and expenditure is reflected in surplus or deficit inthe period in which the expenditure is incurred. The only intangible assets in tl-re Authority,s books ofaccounts are computer softwarc.
The useful life of these intangible assets is assessed as inclefinite.

f) Research and developmcnt costs
The Authority expenses research costs as incurrcd.

g) Financial instruments
Financiol Assets
Inilial recogn ition and meos urement
Financial assets within the scope o1'IPSAS 29 Firiancial Instruments: ltecognitio, and Measurementare classified as financial assets at fair v^alue through surplus or deficit, loairs and receivables, held-to-maturity investments or available-for-sale fiianciai assets, as appropriate. The Auihoritydetermines the classificatiot-t of its financial assets at initial recognition.

I ntpa irmen t of fi n a n c io I assets
The Authority assesses at each reporting date whether thcre is objective evidence that a fina,cialasset is impaired' A firrancial assel is deemed to be impaired ifi ana only if, there is objectiveevidence of irnpairment as a result of one or more events that has o..,,;;;i";ii".".rr." initialrecognition of the asset (an incurred'loss event') and that loss event has an impact on the estirnatedfuture cash flows of the financial asset can be reliably estirnated. Evidence of irnpai,,ent mayA. include the following indicators:

FThe debtors of the Authority are experiencing significant financial dilficultyFDefault or derirrquency i. interesl or principa-i po-y,r"nt.
)The probability that debtors will entei banIr'upi"y or other fi,ancial reorganization)observable data indicates a measurable decrease in estimated luture cash flows (e.g. cha,gcsin arrears or economic conditions that correlate witli defaults)

h) Fina ncia I lio bitities
In itial recognitiotr antl meosurentent
Finaricial liabilities within the scope of IPSAS 29 a.e classilled as financial liabilities at f-air valuethrough surplus or deflcit or loani and borrowir-rgs, as appropriale. The Authority determines theclassificatio, of its {l,a,cial liabilities at i,itial recJgnition.

All fi,ancial liabilities are recognizccl irritially at lair value and, i. the case of loans and borrowings,plus directly attributable transaction costs.

13 
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KENY A NATIONAL HIGHWAYS AUTHORITY

Report and Finarrcial Statements fbr the year ended 30

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Losrts and borrowittg
After i,itial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the eflective interesf method. Gains ancl losses are recogllized in surplus or

deficit when the liabilities u.. d.r."ognizecl as well as through the elfective interest method

amortizatton process' 
rlrn 2cco'nl anv dis 11 acquisition and fees

Amortized cost is calculated by takirrg into account any discount or premlLlm o

or costs that are an integral part of the e['fective intcrest rate.

I-hc objective of the liquidity and rirncling lnanageurent is to ellsure that all lbreseeable operational'

capital and loan .orrrritrt',"ni expenditur.".u,-, be rnct uucler both nortnal and stressed conditions and

the mismatchis controlled in line withallowable risk levels.

Below are the undiscour"rted cash llows on the Autl-rority's financial assets and liabilities on the

earliest possible contractual/maturity clate. The liquridity ratio is 1'06 (rr 2015/2016: 0'90)

Note 2016-2017 2015-20r6 v
Kshs Kshs

i) Financiat Risk Managemcnt

The Authority has initiated and tacilitated the process that will see the enllancement o1 risk

management. The Authority rras an integrated risk management ri'arnework/strategy. The Authority's

approach to risk management is basecl on risk governancc stnrctures, risk management policies' risk

identilicatiorl, ,easurement, rnopitoring and rJporting. 'l'he risk rnanagcment policies and systems

are reviewed regularly to errsure thei are ir-r tandern with the uricro and macro environment'

regulatory guidelines, i.dustry practice, market corrclitious as well as the services off'ered'

The following risks arise in regard to nnanciar instruments such as payables, receivables and casl.r

and cash equivalents held by the Authority;

a) Liquidity Risk . -- a:_-^.-^:^, ..^-.
Liquidity riskis the risk that the Authority will not have surl cient t-tnancial resources to ureet tts

obligations when they lall due or wiil have to do so at excessive costs. This risk can arise fi'orr

mismatches i, the ti,ring of cash flows lrom reverue and capital/ operational outllows, assets and

liabilities according to their rnatr.rrity profiles atld can occLll'where cash llow streams have been

disco,tinued, etc. Funding risk arises when the necessary liquidity to fund illiquid asset positions

cannot be met at expected terms and when required'

tl'June 2017

Financial Assets
Cash and cash equivalents

Receivables from non- exchange transactions

Receivables from exchange transactious

Total financial asscts

Financial Liabilities

Trade other payables from exchange transactions

Refundable deposits from customers

Total financial liabilities
NET LIQUIDITY
LIQUIDITY ITATIO

22
23
21

28
29

11,732,046,105
18,430,754,231
9,853,873,3 53

28,284,,627,584

26,550,595,252
67,210,651

26,617,805,903
1,666,821,681

1.06

10,394,53 5,104

8,244,431,278
4,316,998,177

22,,955,964,559

25,494,924,103
117,245,106

25,612,169,209
-2,656,204,650

0.90
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KEN YA NA'I'IONAL HIGHWAYS AUTHORITY
Rbporl and Financial Statements fbr the year encled 30rh June 201 7
NOTES TO THtr FINANCIAL STATEME NTS (Continued)
The prirnary sources of revenue fo
exchequer. Other sources include
tlrrough legal notice no 86 of 2013.

r the Authority are rece
fines and penalties as

ipts from luel levy
approved by the

fund and government
subsidiary legislation

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
lnanagement policy is to protect and enhance the Statements o1'Financial posiiion and performance
by managing and controlling market risk exposures within acceptable parameters, and to optimize thelunding of business operatiorrs and facilitate capital expansion. thl luthority is exposed to thefollowing market risks: -

(i) Currency Risk

Currency risk arises primarily from purchasing irnported goods and services from overseas orindirectly via local supplies. The currency risk is minirnal as cash and cash equivalents held with
banks are dominated in Kenya Shillings ancl there are minimal dealings in lbreign currency.

(ii) Interest Rate Risk

The Authority is exposed to various risks associated with efl'ects of f'luctuations in the prevailinglevels of rnarket interest rates on its flnancial position and cash flows. Interest margin may increase
as aresult of such changes but rnay recluce lossls in the event that unexpected movement arises.

The Authority closely monitors interest rate movements and seeks to limit its exposLrre by managingthe interest rate and maturity structure of assets and liabilities on the statement of flnancial positio,.The interest rates on call deposits held in financial institutions are lixed and agreed upon on monthlybasis' The management is in regr-rlar contact with the approved banks in a bid to obtai. the bestinterest rates and therefore able to plan for the resulti,g incorne.

The interest rate risk is rninirnal as the Authority does not have any borrowings.

-- c) Operational Risk

operational risk is the risk of direct or ir-rdirect loss arising li'o,r a wide variety of causes associatedwith the Authority's plocesses, personnel, technology and infi'astructure and liorn external factorsother than credit, market ancl liqiridity risks such as iegal ana r.gul;;;t;equirernents and generallyacceptable standards ol.corporate behaviour.

The Authority seeks to enslrre that key operational risks are managed in a timely and efl-ectivemannertlrrough a frat,ework of policies, proceclLrres and tools to id";;fy, urr"r., monitorand reportsuch risks.

The Authority's objective is to mauage operational risk so as to balance the avoidance of fi,a,ciallosses and damage to tlie Authority's reputation with overall cost el'f'ective,ess and to avoid controlprocedures that restrict initiative ancl creativity.

lsI



KENYA NATIONAL HIGHWAYS AUTHORITY
Report and Finauc ial Statements for the year ended 30tl'June 2017

FINANCIAL STATEMENTS (Continued)NOTES TO THE
primary responsibilitY lbr the develoPment and iurplementation of controls to address

The
operattonal risk is assigncd to senior management.'l'he responsibility is supported bY the

development of overall standards for the mattagelnent of operational risk in the lbllowing areas

. Requirements fbr appropriate segregation of dutics, irrclr.rding the independent authorization of

transactions' 
{-^* +r.a ,.o^^-nilio1i.' 'financial transactions.Requirementsfbrthereconciliationandrnorritorir.rgol

. Compliance with regulatory and legal requirements

. Documentation of controls and procedures

. Requirements lor the yearly assessment of operational risks l'aced and the adequacy of

controls and procedures to address the risks identified
. Development of Business Contingency Plans

. Training and proltssional developr"nent

. Etl-rical and bttsiness standards

. Risk rnitigation, inclucling iusurance where it is efl'ective.

operatio,al risks are documcnted i, the 'Enterprise Risk Management' and are managed by the

Enterprise Risk Managernent Section establishecl to spcarhead and coordinate risk rnanagement

activities. The measures taken inclurcle f.ou"tir"ry identitying, analysing and rnitigating risks in all

1ace1s of tl-re business.

d) ComPliance and RegulatorY Risk

compliance and regr"rlatory r.isk includes the risk of non-compliance with regulatory requirements'

The Authority has clon1ptiea with all exteurally irlposed reqttirements throughout tl're year'

e) Legal Risk

I-egal risks are the risk o1. unexpected loss, including reputatioual loss, arising fl'orn delbctive

transactions or contracts, claims being made or some other eve.t resulting i. a liability or the loss for

the Authority, failure to protcct the title to and liability to control the rights to assets of the Authority

(includingintellectualplopertyriglrt),changesinlaw,orjtrrisdictiorralrisk.

The Authority manages regar risk through the 'Audit I{isk & Governance Committee" lcgal function,

legal risk policies uir? proJ"aures and tlie eff'ective use of intcrual controls and extet'nal lawyers'

f) Inventories 1,1^_- .r-^ rr-^ ^_+o.1 rlrar : 'ved

I.ve,tory is measured at cost r_rpo. i,itial recognition. 'fo the extent that i.ventory was recel

through non-exchange trarsactions (fbr no cost oi' lb, a ,orninal cost), the cost of the i.verrtory is its

lair value at the date o['acquisition'

costs incurred ir-r brir-rging cach procluct to its present location artd condition is accottnted for'

Al1er initiar .""ogniti"on."in.,entory is measuied at the lower of cost atrd current replacement cost'

I-lowever, to the extent that a class of inventory is distribr'rtecl or deployed at no charge or fbr a

nominal charge, that class ol, invcntory is measurecl at the lower o[ cost and cltrrent replacement cost'

-

v
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KBNYA NATIONAL HIGHWAYS AUTHORITY
Report and Financial Statements for the year ended 30t1, June 2017
NOTES TO THE FINANCIAL STATBMENTS (Continued)
Inventories are recognized as an experlse when deployed for utilization or consumption in the
ordinary course of operations of the Authority

g) Provisions

Provisions are recogltized when the Authority has a present obligation (legal or constructive) as a
result o1'a past event,.it is probable that an outflow of resources ernbodying economic benefits or
service potential will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.

Where the Authority expects sorne or all of a provision to be reimbursed, for example, under an
insurance contract, the reirnbursement is recognized as a separate asset only whel the reimbursement
is virtually certain.

The expense relating 1o any provision is presented irr the statement of'flnancial performance net of
any reirnbursement.

C o n ti n gent I it b iltties
The Authority does not recognize a contingent liability, but discloses details of any contingencies i,
the notes to the financial statetnents, unless the possibility of an outflow of resources embodyi,g
economic benefits or service potential is remote.

Contingent ossets

The Authority does not recognize a contingent asset, but discloses details of a possible asset whose
existence is contingent on the occltrrerlce or non-occllrrellce of one or more uncertain ftrture cvcnts
not wholly within the control of the Autholity in the notes to the finalcial 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 staternents of the period in which the chapge occllrs.

h) Nature and purposc of reservcs

fhe Authority creates and maintains reserves in terrns ol' specific requiremelts. Tlie Authority
rnaintains grants and surplus reserves. The grant l'eserves are exchequer and donor funds received
from the Governnlent arrd Development Partners for development of roads. 'fhe sr-rrplus reserve
represents the surplus or deficit of Road maintenance contributious and other internally gererated
lunds against road maintenance and operation expenses.
The exchequer and Devclopment partncr fiurds are capitalized in the statement of fi,ancial positio,
whereas Road nraintenance contributions are expensecl in thc statement of fipa.cial performance
'l-lowever, the portion ol' exchequer lirncls spent on non-capital iterns or project expe,ses is
tratrsfet'red to recLlrl'ent transf'ers and treated as recLlfrent govemlnent grants ancl expenclitr-rres
accordingly.

t7 
I



KENYA NATIONAL HIGHWAYS AUTHORITY
Report and Financial Staternents lbr the year ended 30rl' June 2017

NOTBS TO THE FINANCIAL STATEMENTS (Continued)

i) Changcs in accounting policies and estimates

T[e Authority recognizes the elfects o1'changes in accounting policy retrospectively. 1"he effects of

changes in accounting policy are applied prospectively if retrospective application is irnpractical.

j) Employee bcnefits

Retirement benefit plans

'fhe Agthority provides retirement benellts lbr its employees. Deflned contribution plans are post-

employment benef-rt plans under whicll tl-re Authority pays f-rxed contributions into a separate fund

account, and will have no legal or constructive obligation to pay furrther contributions if the fund does

not hold sufllcient assets to pay all employee benefits relatirrg to employee seryice in the current and

prior periods. The contributions to fund obligations fbr the payrnent of retirement benefits are

charged against income in the year in which they become payable.

k) Forcign currency transactions

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

date of the transaction. Trade creditors or debtors denominated in foreign cllrrency are reported at the

stalement of financial position rcporting date by applying the exchange rate on that date. Exchange

dil'lerelces arising fi'om the settlernent o1' creditors, or liom the reporting ol' creditors at rates

difl'erent from those at which they were initially recorded during the period, are recogllized as

income or expenses in the period in which they arise.

l) Related parties

The Authority regards a related party as a person with the ability to exert control individually or

jointly, or to exercise significant inf'luence over the Atrthority, or vice versa. Mernbers of key

management are regarded as related parties and comprise the Board and seuior lnanagers.

m) Cash and cash cquivalcnts

Clash ar-rd cash equivalents comprise cash on hand and cash at bank, short-term deposits on call and

highly liquid investments with an original rlatutity o1' three months or less, which are readily

convertible to known alnoLlnts of cash and are subject to insignificant risk of cltanges in value. Bank

account balances inclr,rde amounts held at variours commercial banks at thc end ol'the l.tnancial year.

n) Comparativc figurcs

Where necessary comparative ligr"rres fbr the previous fir-rancial ycar have becn amended or

reconligured to confbrm to the required clianges in presctitation.

!,

Y

l8l



^TfT\ 
IA 1\ATTUI\AL HIGHWAYS AUTHO ITITY

Report and Financial Staternents fbr the year er-rded 30tl,June 2017
NOTES TO THE FINANCIA L STATEMENTS (Continued )
o) Significant judgments and sourccs of estimation uncertainty

The preparation of the Authority's financial statements in conforrnity with IpsAS requiresmallagement to make jr-rdgments, estimates and assumptions that affect ihe reported amounts ofrevenues' expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of thereporting period.

However' uncertainty about these assutnptions and estimates could result in outcomes that require amaterial adjustment to the carrying amount of the asset or liability affected i, future periods.

Estimotes o n d ass untption s
The key assumptions concerniug the lutr-rre and other key sources ol'estimation uncertai,ty at thereporting date, that have a sigr-rificant risk of causing a material adjuslment to the carrying amounts ofassets and liabilities within the next llnancial year, are described below. The Authority based itsassumptions and estimates on parameters available when the financial statements were prepared.However' existing circttmstances and assurnptions about lr-rtr-rre developments may cha,ge due tomarket changes or circumstances arising beyond the control of the A,thority. Such changes arereflected i, the assumptions when they occur as per IpsAS l.l4o

Useful lives and resitluol values

The useful lives and residual values o1'assets are assessed using the lbllowi,g indicators to informpotential future use and value frorn clisposal:

processes

: Availability of funding ro replace the asset

Provisions

Provisions were raised and management cletennined an estimate based on the information available.Additional disclosr-rre of thesc estimates of provisions is ipcludecl in Note 24.
Provisions are measured at the management's best estirnate ol'the expenditure required to settle theobligation at the reporting clate, and are discounted to present value where the ef1-ect is rnaterial.

p) Subsequent events

There have been no events subsequent to the Iinancial year end with a significant impact on thefinancial statements lbr trie year ended ,u,e 30. 2017. 
'vr,r ct rrE;t

q) Capital Commitments

fl'l,rtJl:ii;l#:Tntsrcontractecl 
lbr/autliorisecl ar rhe reporting periocl e,ci have been recog,ised

leI



KENYA NATIONAL HIGHWAYS AUTHORITY

Report and Financial Statements lbr the year encled 3Otl' Jur-re 201 7

Continucd)NOTBS TO THB FINAN CIAL STATEMENTS (

S.Road maintenance contributions

Road Maintenance Funds

Adrninistration & Operations Irur-rd

Transit Tolls
Total maintenance contributions

6.Fines, Penalties and levies

Overload Penalties

Transgression fees

Parking fees

Exemption Permit t'ees

Road cutting fees

Road resere user fees

Sale of ter-rder documents

20r7
Kshs

20r6
Kshs

I 5,1 86,600,000

2,000,000,000
459,228,000

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

454,328,001

17,645,828,000 9,581

2017
Kshs

2016
Kshs

273,672,710
19,629,587

42,183,220
191,202,930
35,518,643

6,499,027
1,654,937

203,676,600
39,628,312
43,849,013

175,569,084
47,166,365

1,160,700

716,125

570,36 1,054 511,766,259

1 Transfer from other Government's-Recurrent

Revenue/Proj ect Administration Expenses

Nofthern Corridor Transport lmprovement Project

ConsultancY & Design

Transfer frorn other Government's-Recurrcnt

Revenue/Project Administration Expenses

Road Reserves MaPPtng

Road Network Managen'lent Systems

Monitoring & Evaluation

Mombasa-Mariakani

Muranga-Sagana

Kibwezi-Kitui-lsiolo
Mwatatc-Taveta
Mukr"ryr.r- Kisii-Ahero

Garsert-Witu-Latntt
Kenya'lrausport Scctor Sipport Project

South sudari-EAR'f'f DF/SS

Nairobi Urban Transport Iurprovement Project

Other Gok Developtnetrl Projects

Total

2017

Kshs

2016
Kshs

4,230,936
5,925,799

2017
Kshs

36,547,135
29,162,736

2016
Kshs \?

19,196,366
26,628,707
28,544,335

9,097,370

321,986,587

12,914,379

7,367,213

19,000,085

10,240,458

35,784,552

17,947,422

23,071 ,01l'
107,678,285

16,912,445
19,373.806

16,484,126

25,835,639

10,016,619

28,933.074

22,682,776

46.510,822

91,967,337

20 I



\D1 I fr. 1\A r rr-,I\AL tlTUHWAYS AUTHORITY
Report and Financial Statements for the year ended 3011, June 201 7NOTES TO THE F'INANCIAL STATEMENTS
Total governm

(continued)
ent grants and subsidies

649,619,565 344,426,515

-

Name of the
Entify sending
the grant

Amount recognized
to Statement of
Comprehensive

Amount
recognised in
capital fund.

Total rcceived
grants during

the year
Kshs.

2015-2016

Income
MOTIH&UD
KRB
Total

17 .645 8. 000 3.231 .000 0

25,745,997,726
20.876.828.000

23,154,650,227
12^393 80. 412

Kshs649,619,565 25,096,279,161

18,295,447 ,565 29,327,2 46,622,725,726 35,549,330,6397g,16l

(Ensure that the amottnl recorclecl above as hoving been receiveclJi.onr rhe Minisrry./ully reconcileslo the amounl recorded by t.!e slnding entj!! Ministry. An acknov,leclgentenr nore/receipt .should beraised infovour oJ'the .sending Alinisi.y. Tie detaits"rtlth'n"rnronciliation have been included underappendix 2)

8. Rental revenue from facilities and equipment

Rental income
Total rentals revenue

2017
Kshs

1,076,000

I,159,200
*This renlal rer)enue t4)as 8enerlted by hctur-es in South RiJi region that y,ere built as residentengineer's premises Ihrough bill I of the roatl constructiott conlract. T'he value o.[ lond alongside thedevelopment expenclilures ntel by the Got,ernmenl ovet. the yeurs ytere nol made ovailable to theAuthority

9.Finance income-external investments

2016
Kshs

1,159,200

I

2017
Kshs

2016
KshsCall deposits

Bank account interest
Total finance income_external investments

I0. Other income

Interest on salary aclvances

Quarry use by SGI{
Sale ol' disposable items
Paylnent in Lieu of notice

2tl

282,024,759 423,362,769
162,179,543 I 99,325,120

444,204,301 621,697,889

2017
Kshs

2016
Kshs

46,491
2l ,05 1 ,51 4

l,g l 1,097

30,791

3,562,215
l3g,6l5



KBNYA NATIONAL HIGHW AYS AUTHORITY
lbr the Year ended 30tl' .hme 2017

Report and FirT ancial Statenrents

NOTE S TO THE FINANCIAL STATEMENTS (Con tinued)
47 ,713,547 40,548,274

Liquidated Damages

Total other income

11. Road maintenance and axle load expenses

Road maintenance works

EmergencY road works

Weighbridges management contract

Weighbridge operational expenses

Total road maintenance and axle load expenses

l2.EmploYee costs

Salaries & allowances

Pension & gratuitY

Training & subscriPtion

Welfare
Staff rnedical & group lif'e insurance

Recruitment
Statf mobile Phone handsets

Total emPloYee costs

13. Board expenses

Salaries & allowances

I{onoraria & telePhone

Lunch allowance

Transport, travelling & accotnurodation

lnsurance
Training
Il,efieshn-rents

Induction
Ministerial & other oltrcial liurctions

GratuitY

Total board expenses

10,622,629

-

44,219,895

-

2017
Kshs

10,254,587,2 7,461,005,194

2016
Kshs

89

594,017,257

885,423,644
20,061,350

316,196,400
608,104,816

12,210,911

11 ,545 8,397,5 17,376

2017
Kshs

2016
Kshs

1,012,926,
59.228,057

74,343,656

24.299,123
83,477,977

5,670,365

813,648,622
50,299,768
55,563,377

22,739,272
81,475,61I

5,491,980
154,996

305

1,259,945,483 1,02 6

2017
Kshs

2016
Kshs

3

14,611,275

1,044,000

570,000

27,476,720
37 5,154

9,360,035
460,436
90,820

16,463,967

1,220,137

13,433,067

1,044,000

742,950

14,829,435
21,513

3,235,595
682,450
480,000

12,070,391

726,989

73,144

221

71,6 47,266,390



KUN YA NAI'IONAL HIGHWAYS AUTHORITY
R'eport and Financial Statements for trre year ended 30rr, June 2017
NOTES TO THE FINANCIAL STATB MENTS (Continued)

14.'Depreciation and amortization expense

Property, plant and equipment
Total depreciation and amortization

lS.Repairs and maintenance

Repairs property, plant and equipment
Vehicles
Renewals

Total repairs and maintenance

16. General expenses
The following are included in general expenses:
Postage & courier services
Reference material
Telephone & Wide Area Network connectivitv
Newspapers & magazines
Drinking water
Printing & photocopy
Hire of transport
Kitchen utensils
General insurance
Stationery & consumables
Cleaning & sanitation
Security expenses
Professional fbes

Conference & seminars
Advertising, Publicity& corporate Sociar Responsibility
Anti-Corruption & Intcgtity Issues
Staff Uniforms
Field activities
Utilities
Rent
T'otal general expenses

217,423,614 146,101,463

2017
Kshs

2016
Kshs

217,423,614 146,101,463

2017
Kshs

2016
Kshs

2,757,649
74,743,190
11,554,662

2,209,092
69,934,322

8,121,223

89,055,490 80,264,627

2017
Kshs

20t6
Kshs

l,4ll,649
l24,lg0

15,030,595

2,993,230
1,272,926
l,0l3,0lg
3,392,559

179,950
gg7,016

17,810,249

8,657,917
30,597,261

46,515,524

39,754,222
29,243,129

4,536,975
537,624

90,326,123
2,710,637

87,193,697

1,174,336
476,652

15,534,529

2,661,350
l,lg0,7lg

941,3 l6
562,059
l50,93g
510,904

16,229,976

7,315,770
29,009,707
41,474,570

19,242,929
23,713,555

5,639,393
1,597,200

64,415,964
2,g0l,4gl

67,766,677

231

383,169,,270 301,397,924



KENYA NATIONAL HIGHWAYS AUTHORITY
Report and Fir-rancial Statements 1br the year ended 30tl' June 2017

NANCIAL STATEMENTS (Continucd)NOTBS TO THE FI
17. Finance costs

Bank Charges

Total finance costs

l8.Gain on sale of assets

Property, plant and equiPment

Total gain on sale of assets

19. Provision for doubtful debtors

Provision for doubtful debtors

Total provision for doubtful debtors

20. Loss on foreign exchange transactions

loss on foreign exchange transactions

Total loss on foreign exchange transactions

21. Profit on foreign currency translation

Profit on foreign currency translation

Total Profit on foreign currency translation

22. Cash and cash equivalcnts

Cash-on-hand

NIC Bank -NCTIP A/C)

NIC Bank -EATTFP A/C

NIC Bank -Tirnboroa-Eldoret Road A/C

NIC Bank -KTSSP A/C

NIC Bank -Marsabit-'['urbi Road A/C

NIC Bank -USD AiC

Co-operative Bank-GoK

3,169,528 3,228,905

2017
Kshs

2016
Kshs

3,169,528 3 ,228,905

2017
Kshs

2016
Kshs

1,256,048 309,894

1,256,048 309,894

2017
Kshs

2016
Kshs

4,923,265 7,715,362 !-.

4.923,265 '7, 715,362

2017

Kshs

2016

Kshs

537,001 842,01',l

537,001 842,017

2017

Kshs

2016
Kshs

2,636,784 17,535,487

2,636,784 12,535,487

Account Number
2017

Kshs

2016
Kshs

1-l l0-000895
1-110-00098s
l-ll0-001311
1-l 10-001 524

I 0000 1 5004

1 00 I 936677

0l I4l 160e79900

816,043
52,232.754
10,002.087

15.467,r59
181 .286,941

4.015.130

76.33e.406

1.696.141 .9q5

1,001,458
3,258,418
9,729,706

15,045,951

165,060,841
2,491,412

73,304,464

4,333,064,346

241



K[,N YA NA'TIONAL HIGHWAYS AUTHORITY
R'eport and Financial Staternents fbr the year ended 30t1, .rune 2017
NOTES TO THE FINANCIAL STATEMENTS (Continued)
22.Cash and cash equivalents

Account Number
2017

Kshs
2016
Kshs

Co-operative Bank-RMLF
National Bank - Salaries A/C
National Bank - Gratuity A/C
National Bank - Retention A/C
National Bank - EARTTDFI'- AIC
Kenya Commercial Bank-Operations A/C
Kenya Commercial Bank-NUTRIP A/C
Kenya Commercial Bank-Nairobi Region
Kenya Commercial Bank-Coast Region
Kenya Commercial Bank-South rill Region
Kenya Commercial Bank-North Eastern
Region
Kenya Commercial Bank- North rift Region
Kenya Conrmercial Bank-Central Region
Kenya Commercial Bank-Upper Eastern
Region
Kenya Commercial Bank- Lower Eastern
Region
Kenya Cornmercial Bank-Nyanza Region
Kenya Commercial Bank-Western Region
Equity Bank-Headquarters A/C
Equity Bank-Nairobi Region
Equity Bank-Coast Region
Equity Bank-South rift Region
Equity Bank-North Eastenr Region
Equity Bank- Norrh rift Region
Equity Bank-Central Regiorr
Equity Bank-Upper Eastern Region
Equity Bank- Lower Eastern Region
Equity Bank-Nyanza Region
Equity Bank-Western Region
Cash on hand & at Bank
Short-term deposits
Co-operative Bank
Kenya Commercial Bank
National Bank
Housing Finance
Chase Bank*
Commercial Bank of Africa
NIC Bank
Total Short-term deposits

Total cash and cash equivalents

1114756326 6,440,639 6,399,453

01 141 160979901

01001 -326625
01001 -327333
01001-327332

0t 001 032662s01
1110623704

1 138238945

1114840r49
11t4772089
1114781592
1114751928

3,472,109,045

180,604,263

255,065923
1.130,440,11I

g1,396,ggg

867,399,446
127,190,742

12,700,316

5,652,957
2,002,226
5,796,209

4,970,054
2,146,495
6,651,560

672,419,466
20,300,465

620,966,046
86,733,631
96,225,092

161,574,260

160,799,396
14,492,425

4,436,324
1,554,003

2,457,664

4,358,561
3,453,035
2,622,599

1t14793272
1n4745707
1114752045

tlL4756229
| | 1477 4405

08 I 029s 139897
08 l 0295 139932
081029513991 I
0810295140000
08 l 029s 139966
08 r 029s 139943
08 I 0295 1400 I 0
08 I 0295 139991
08 1 0295 139954
08 1 0295 140022
08 1 029s 139924

0l I 501 60979902
n34650795

01329032733212

13293834020
005306 I 73s030

703148
I 003680278

4,009,254
6,459,662

463,665,391
92,329,179
19,736,171
14,495,345

1,065

2,070,639
12,453,219

1,132,473

3,924,330
14,940,969

193,l3l
8,832,046,105

1,523,617
l,2lg,3g2

93,957,710
60,916,395
42,030,161

9,064,700
l,70g,g l g

3,259,969
10,257,099

669,234

4,642,220
13,309,5 13

450,291
61694,535,104

1,000,000,000
1,000,000,000

300,000,000

100,000,000

s00.000.000
2,900,000,000

2,000,000,000

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

300,000,000
500.000.000

3,700,000,000

2sI

11,732,046,105 I 04



* Tlte Authority had pluced cr call cleposit of Kshs. t 00 Mil.lion in chase Bank on 2 3'''t Februaty 20 I 6'

The Bankwas placed'under receiver.s'hip on"07.04.2016. whereas 5%o provisionfor doublful debts was made

ontheprincipalstnnofl(shs. l00million,a.fullpt'ottisigr/:,.'doubtfuldebtsforlnlerestearnedup-todate
i7ploirrr"riir receiie,.ship amorntting Kshs. 1,9g3,606.55 has been made.

KE,NYA NATIONAL HIGHWAYS AUTHORITY
Report and Financi al Statemertts for the year ended 30ll' rune 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

23. Receivables from non-exchange transactions

Current receivables

Voi - Mwatate-WundanYi

Loruk-Barpelo
KCC (Sotik) - Ndanai-Corgor

Webuye - Malaba

Chiakariga - Mitunguu-Meru

Chebilat - lkonge-Chabera

Kangema - Gacharage

Chepterit - Baraton - Kirnondi

Timboroa-Eldoret
Kaloleni-Kilifi
Webuye-Kitale
Turbi-Moyale
Chebi lat-Ikonge-Chabera

One-Stop Border Post -Malaba
One-Stop Border Post -Busia
One-Stop Border Post -Lunga-Lunga
Rehabil itation of Kisumu- Kakamega

Kakamega-WebuYe
I{ehabilitation of Ndhiwa Karungu

Renovation of MoR/MoP olllccs in Llorr-rabay, oyugis,

Kisumu
Mbita causeway replacemeut bridge & approach roads on

Homabay - Mbita
Rurnuruti - Maralal

Siaya-Ruarnbwa C29

Masara - Suna - Kel-rancha/Awendo Mariwa

Mombasa Port Area Devt Road

Marsabit-Turbi
Oljoro - Orok - Durldori

Merille - Marsabit A2

Office ComPlex

Kisumu BoYs-Marnboleo

Receivables from non-exchange transactions

Mwatatc -Tavcta
Bachuma Gate -Maji Ya Chrunvi

2017

Kshs

2016
Kshs

57,854,996
21,030,044
35,163,401

430,916

211,169,566
310,975,844
212,048,450

17,669

248,999,290
246,456,506

14,437,646

7,735,779

4,674,632

1,697J20J82
I 1,656

1,229,960

187,748,178

361.510,481

292,540.905

2017

3.8 I (r.(r95

82.932.843

96,683,286
117,270,758
70,783,707

286,208,076
257,360,554

345,093,827
3,608,299

43,997,268
15,378,395
70,336,955
65,132,288

310,975,844
22,388,144

1,249,900
6,365,126

112,251,462

92,640,554
7,735,779

2016
s3 3.3 33.288

391.652"717

12,257,338 '\?
139,781,906

120,164,315
36,674,633

2,320,392,660
13,157,383

135.277.427

893.521,035

-

261



KEN YA NA'I'IONAL HIGHWAYS AUTHORITY
Report and Financial Staternents 1br the year ended 3Otr, June 2017
NOTES TO THE FINANCIAL STATEMENTS (Continued)
Construction of three interchanges on Al04 112,656,620 259,150,903

I 01 ,40g,ggg
l43,ggg,lg4
35,053,945

58,000,000
595,799,527

45,713,992

Athi River Weighbridge
Mariakani Weighbridge
Garissa-Isiolo(Turbi-Moyale)
Bomas Karen Kikuyu
Nuno-Modogashe
Morpus Junction Marich Pass

Kitale- Morpus
Marich Pass- Kainuk
Kaleminj orok-Lokichar
Lokichar-Amosing
Mornbasa-Mariakani Dual I i ng
Narok-Sekenani
Kainuk bridge & Approach Roads
Garsen-Witu-Lamu
Nyaru-lten
Busia-Malaba

Isebania-Kisii-Ahero
Lodwar-Lakitaung
Keri cho-Ahero -lnterchange
Athi River -Machakos Turn Off
Loichangarnatak- Lodwar
Lokitaung-Kalobeiyei
Kalobeiyei-Nadapal
James Gichuru-Rironi
Port Reitz/Moi International Airporl Access Road
Total receivables from non-exchange transactions

24. Receivables from exchange transactions
Current receivables

Interest receivable on call deposits
Travel imprest
Bank guarantee and deposits
Adverti sing receivables
Road maintenance funds
Wei ghbridge Receivables
Staff mortgage deposit fund with Housing Finance Co.
Debtors & Prepayrnents
Receivable from Sapon Insurance Brokers
Rcceivable frorn MOTII.{ & UD
Current receivables
Less : Provisi on.for doubt/itl de btor,y
Total current receivabres from exchange transactions

754,231 8,244,431,279

56,000,000
595,799,527

l g,196,ggg

lg,g24,2gg
93,491,529
49,399,926

62,130,971
852,699,179
219,433,413
230,946,051
8g l ,000,000
197,000,000

96,136,027
3,803,907,259
1,315,471,949
1,770,574,907

793,292,391
949,955,247

1,093,297,914
1,089,921,274

49,734,261

79,232,165 423,643,954
18,430,

2017
Kshs

2016
Kshs

31,725,019
11,497,110

8,965,300
255,596,952

3,703,694,470

27,793,155
2,916,302
9,040,976

279,511,975
3,421,250,969

1,534,700
355,579,957
20,492,596

500,000
450,244,614

516,263,734
24,904,699

500,000
5,600,949,973

10,154,096,046
(300,21 2,693)

9Ss3J73Js3

4,569,955,233

(295,289,128)

4273.561805

27 
I
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KENYA NATIONAL HIGHWAYS AUTHORITY
Report and Financial Statements for the year ended 30th June 2017

NOTES TO THE FINANCIAL STATEMENTS (COntinued

25. Inventories

4,924,760
29,159

'2016
,1,

4,976,822

.-----.-

4,}fr,922's

2017
Ifths

Stationaries and Consumable stores

Fuel supplies

Total inventories at the lower of

replacement cost

cost and current 9

ty

\-

28 I
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KENYA NATIONAL HIGHWAYS AI.JTHORITY

Finar-rcial Statements fbr tl,e year ended 30(l' June 2017

Notes to the Financial Statemcnts (Continued)
.Property, plant and equipment (Work-in-progress - Road assets)

2017
Kshs

2016
Kshs

GoK PaYments

Other GoK DeveloPrnent Projects

Northern Corridor'l'ransport hnprovt' Project

Nairobi - Thika highway clevelopment project

Nairobi Southern bY Pass

Kenya Transport Sector Sr'rpport Project

Nairobi Urban Transpotl Improvement Project

East African Tracle & Transport Facilitation Proiect

Mombasa Southem bYPass

South Sudan EAITTTDFP

Total expenditurc including pcnding bills

Foreign Direct PaYmcnts
NorthEln Corridor 

;lransport Improvt' Project

Nairobi-Thika highway developrnent Project

Other develoPment Proj ects

Nairobi Southern bY-Pass

East Atiican Trade & Transport Facilitation Project

Nairobi U rbar-r Transport lm proveur er-rt Proj ect

Mombasa Southern bY Pass

Kenya 1'ransPort Sector SuPPort

Project
Total Foreign Direct PaYments

Grand total

27 . lntangible assets-softw arc

Cost
At the beginning of the Year

Additions
lnstallation of fleet managelnent systeur

Sage evolutiorr Implementatiotl

Offlce 365 sotiware

Total additions

At end of the Year

Amortization and imPairment

At the beginning of the Year

Amorlizatior-r
At the beginning of the Year

Impairrnent loss

At end of the Year

Net Book Value

129,150

25,487,523,500 30,439,385,666

18,467,920,044

1,033,169,235
105,569,080

1,199,617 ,136
1,584,996,725

61,377 ,507
852,781,904

2,181,463,069
28,800

18,984,708,937

5.505,774,881

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

I l7,l 80,074

435,876,019

'ra,

47.954,161

49,000

12.1 50,082,3 86

1,464,208,648
106,133,377

64,523,861

3,558,134,447
7,518,259,830

13,182,334,310
1 ,461,982,470

691,421,800

1,192,356,978

3,224,243,986

24,861,391,549 19,800,293,705

50,348,915,049 50,,239,679,371

20r7
Kshs

2016
Kshs

94,607,318 74,958,545

3,092,560
90,625

17,680,158

725,000
1,631"633

17,292,140

20,863,343 19,648,773

115,470,661 94,607,318

30 I

I 15,'170,661 94,607,318



KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements fbr the year ended 30t1, June 2017
Notes to the Financial Statements (Continued)

28. Trade and other payables from exchange transactions

Retention monies
Road maintenance contractors
Sundry creditors
Development Projects

Total trade and other payables

29. Refundable deposits from customers

Road cutting deposits
Total deposits

30. Current provisions

26,550,595,252 25,494,924,103

2017
Kshs

2016
Kshs

3,531,273,717

452,429,129
292,140,052

22,294,752,355

3,312,495,075
161,946,929

91,246,591
21,929,245,609

2017
Kshs

2016
Kshs

67,210,651 117,245,106

67,,210,651 117,245,106

Note: Road cutting deposits relate to moneys owecl to customers in respect of deposits related tolaying of telephone cables, water pipes and sewer lines across our roads.

Gratuity
Kshs

Audit fees

Kshs
Total
KshsBalance at the beginning of the year

Utilized during the year
Additional provisions raised
Balance as at 30 June 2017

31. Related party disclosures

1,923,340 6,000,000

6,103,191
(5,4gg,ggg)

1,220,137

6,000,000
(3,000,000)

3,000,000

12,103,191
(8,499,988)

4,220,137
7,923,340

2017
Kshs

2016
Kshs

Receivables from Kenya Roads Boatcl (note 24)
Receivables fr.orn MOTIH & UD (note 24)

3,703,694,470
5,600,949,973

3,421,250,969
450,244,614

Transactions with related parties
i)Kenya Roads Board 20.594,394,497 10,300,35g,4g4ii)MoTIIl & UD 22,116,635.128 22,764,345,014iii)Key Managemenr Compensation, tg;i61.;;; 185,991 ,61 0Key management cotnpensatiorl is inch-rded in salaries and allowances as disclosecl in note 10.

32. Contingencies
It is estimated that the Atrthority has contingent liabilities anrounting to approximately KShs.l0'204,246,405 ltl'2015/20t6. Ksh. 15.,311.i::.,gtt:zl arising fiorn iand compensario. claims.contractors' clairns resr'rltitrg t'rom tbreigu exchange tluctuatioirs. interest o. clelayecl pay,rentscharged by contractors. leave days ancl other couri a,uvarcls. -fhe 

exact a*ount will howevcr beestablished on occllrrelrce ot thc events.
3ll



KENYA NATIONAL HIGHWAYS AUTHORITY
Financial Statements for the year ended 30il1 June 2017

Notes to the Financial Statements (Continued)

33.Surplusfortheperiod ^^,.,^A,. t-,-^1<
The surplus for the period of Kshs.4,95l,ggg,476 IFY 2015/2016 :Kshs'759'103'9341 is arrived

after charging expenies from the revenues'of tire Auihority as stated in the statement of Financial

Performance.

34.Transfers to Accumulated Surplus
The transfers to accumulated surprus in Fy zor5rzor6 of Kshs.49 ,481,636 relate to a reversal of

leave days provision for prior years of Kshs.52,481,636 which has since been accounted for as a

contingent liability and de-recognition of Kshs.3,000,000 that was refunded to the road user

advertiser in part settlement oi a litigation that had an un-favourable outcome against the

Authority.

35.Events after the reporting period
There are no material non-adjusting events after the reporting date.

Y/

\y

32ll
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